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ABSTRACT 

 
 

The  a im  o f  t h i s  research  i s  t o  eva lua te  the  process and  impact  o f  

ou tsou rc ing  i n fo rmat ion  techno logy ( IT )  se rv i ces  o f Eas te rn  Cape 

T reasu ry Depar tmen t  (ECTD)  to  S ta te  In fo rmat ion  Techno logy Agency  

(S ITA) .   

 

Th i s  research  s tudy has  been  prompted by the  fac t  tha t  the  South  

A f r i can  Government  t h rough the  Na t iona l  Depar tment  o f  Pub l i c  Serv i ce  

and Admin is t ra t ion  has  es tab l i shed S ITA wi th  a  so le pu rpose  o f  

improv ing  se rv i ce  de l i ve r y b y a l l  na t iona l ,  p rov incia l  and  l oca l  

governmen t  depar tments .  The  researcher ’s  concern  i s whe ther  t he  

re la t i onsh ip  between  S ITA and these  depar tments  i s  work ing  o r  no t .  

 

The  research  parad igm adopted  i s  a  cons t ruc t i v i s t  app roach  and  the 

on to log i ca l  pos i t i on  adopted  assumed mu l t i p l e  rea l it i es .  The research  

method  used  i n  t h is  s tud y i s  t he  eva lua t i on  research  method.  Key to  t he  

research  p rocedure  was  the  fac t  t ha t  fou r  sen io r  o ff i c ia ls  were  

i n te rv iewed us ing  aud io  reco rd ing ,  where in  two  were each  chosen f rom 

S ITA and  ECTD.   The researcher  used  document  ana l ysi s  and 

i n te rv iews  as  a  means  o f  co l l ec t i ng  data .  Separa te  open-ended 

ques t ions  fo r  S ITA and  ECTD were s t ruc tu red  in  such a  way tha t  i t  

wou ld  be easy to  ex t rac t  themes descr i b ing  the  de tai l s  o f  a  pa r t i cu la r  

ques t ion .  The  researcher  made  use o f  themat i c  ana l ys is .  The theory-

d r i ve  code  deve lopment  p rocess  was  key i n  t he  research  ana l ys i s .  

 

ECTD outsou rced to  S ITA the fo l l ow ing  IT  se rv i ces ,  namel y,  p rov is i on  

o r  ma in tenance  o f  a  p r i va te  t e lecommunicat i on  network  (PTN)  o r  a  

va lue -added  network  (VAN) ;  t ransversa l  in fo rmat ion  sys tems  and  i t s  

da ta-p rocess ing  o r  assoc ia ted  se rv i ces ;  t ra in ing  in IT / IS ;  app l i ca t i on  

so f tware  deve lopmen t ;  main tenance  se rv i ces  fo r  IT  so f tware  o r     
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i n f ras t ruc tu re ;  da ta -p rocess ing  o r  assoc ia ted  se rv ices  fo r  spec i f i c  IT  

app l i ca t ions  o r  sys tems such  as  webs i te  deve lopment;  and IT  suppor t . 

 

The  in te rv iewed  o f f i c i a l s  f rom ECTD con tend that  they used the  SCM 

Gu ide  and  S ITA ACT when  pu rsu ing  IT  ou tsou rc ing  fo r p ro jec t s  such 

as  those  l i s ted  above .  One o f  t he  key p ro jec t s  ou tsou rced to  S ITA is  t he  

IFMS,  wh ich i s  a  p ro jec t  p rogramme o f  t he  Nat iona l  T reasu ry 

Depar tment  work ing  c lose l y w i th  p rov inces  (e .g .  ECTD) ,  Nat iona l  

Depar tment  o f  Pub l i c  Serv i ce  and  Admin i s t ra t i on  (NDPSA)  and  S ITA.  

The  IFMS pro jec t  has  been  imp lemented  fo l l owing  the SCM gu ide l ines .  

The  key SCM Guide  components  a re  demand ,  acqu i s i t i on ,  l og is t i cs ,  and 

d isposa l  managemen t .  

 

The  engagement  model  used  by S ITA  to  gu ide  them on  the  p rocess  o f  

engag ing  in  an  IT  ou tsou rc ing  re la t i onsh ip  has ,  acco rd ing  to  the  

o f f i c ia ls  in te rv iewed ,  been  a  success .  S ITA uses  a  s tandard  con t rac t  

where in  o ther  spec i f i c  con t rac ts  rece i ve  mino r  ad jus tments .  

 

The  impac t  o f  IT  ou tsou rc ing  has  shown  increases  i n cus tomer  

sa t i s fac t i on  improvement ,  t rans fo rmat ion  o f  governmen t  p rocu rement  

and  p rov i s i on ing  prac t i ces ,  appo in tmen t  o f  Consu l tan ts ,  i n te rp re ta t ion  

o f  the  P re fe ren t i a l  P rocu remen t  Po l i c y,  p romot ion  of  t he  cons is ten t  

app l i ca t ion  o f  Bes t  P rac t i ces ,  i n fo rmat ion  s ys tems 

secu r i t y env i ronmen t ,  and improv ing  se rv i ce  de l i ve ry.  
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1. CHAPTER 1 – INTRODUCTION 
 

 

1 .1 RESEARCH CONTEXT 

 

S ta te  In fo rmat ion  Techno logy Agency (S ITA)  was  es tab l i shed  in  1999  to  

conso l i da te  and  coo rd ina te  the  South  A f r i can  S ta te ’s  i n fo rmat ion  techno logy  

resources  in  o rder  t o  ach ieve  cos t  sav ings  th rough  economies  o f  sca le ,  

i ncreased  de l i ver y  capab i l i t i es  and enhanced  i n te roperab i l i t i es  (S ITA ,  

2006) .    

 

S ITA i s  governed  by the  S ITA ACT No .  88  o f  1998  as  amended  b y the  S ITA  

Ac t  No .  38  o f  2002  (S ITA,  2006) .   In  the  Act  (sec t ion  6 ) ,  i t  s ta tes  that  the  

ob jec t i ves  o f  t he  Agency a re :  

 

"To  improve  se rv ice  de l i ve ry t o  the  pub l i c  th rough  the  p rov i s ion  o f  

i n fo rmat ion  techno logy ( IT ) ,  i n fo rmat ion  sys tems  ( IS )  and  re la ted  

se rv i ces  in  a  main ta ined  in fo rmat ion  s ys tems  secu r it y env i ronment  to  

depar tments  and pub l i c  bod ies ;  and   

 

To  promote  the  e f f i c i ency o f  depar tments  and  pub l i c bod ies  th rough 

the use  o f  in fo rmat ion  techno logy. "   

 

However ,  w i th in  the  South  A f r i can  and  i n  pa r t i cu la r in  the  Eas te rn  Cape  

contex t ,  the  Nat i ona l  Depar tment  o f  Pub l i c  Serv i ce  Admin is t ra t ion  (NDPSA)  

(2006)  has  emphas ised  tha t  the  depar tment ’s  core  objec t i ves  need  to  be  

ach ieved .  Man y depar tments  have  op ted  to  ou tsou rce the IT  se rv i ces  to  S IT A 

so  as  to  u l t ima te ly  ach ieve  super io r  se rv i ce  de l i very.  I t  i s  th rough  th is  

pu rsu i t  o f  ex ce l l en t  serv i ce  de l i ve r y t ha t  va r i ous  pub l i c  o rgan i sat i ons  th ink  

o f  IT  ou tsourc ing  as  one o f  the  ways  o f  ach iev ing  the i r  goa ls  b y engag ing  

the se rv i ces  o f  o rgan isat ions  l i ke  S ITA (Lawther ,  2004) .   
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In  emphas is ing  the impor tance  o f  ou tsou rc ing  re la t ionsh ips  between  pub l i c  

sec to r  depar tments  and  S ITA,  Webb  and  Laborde  (2005)  agree  w i th  N iven  

(2006)  when  they s ta te  t hat  the  a t ten t i on  o f  bo th  the  ou tsou rcer  and  the 

c l i en t  i s necessar i l y  focused on  the  c l i en t ’s  cus tomers  and  the i r  sa t i s fac t i on .  

There fo re ,  the  pub l i c  sec tor  has  to  make  sure  the  ci t i zens  a re  happy w i th  the  

se rv i ce  de l i ver y o f fe red .   

 

Fu r the rmore ,  the  Ac t  separa tes  S ITA 's  se rv i ces  i n to manda to ry  se rv i ces  and  

non-manda to ry se rv i ces  as  ou t l i ned  in  Tab le  1  be low.  

 

Tab le  1  :  S ITA 's  Manda to ry  and  Op t i ona l  Serv i ces   

M a n d a t o r y  O p t i o n a l  

P r o v i d e  o r  ma i n t a i n  a  P r i v a t e  

T e l e c o mm u n i c a t i o n s  N e t wo r k  ( P T N )  /  

V a l u e  A d d e d  N e t wo r k  ( V A N )  

T r a i n i n g  

 

 

P r o v i d e  o r  ma i n t a i n  t r a n s v e r s a l  s y s t e ms  A p p l i c a t i o n s o f t wa r e  d e v e l o p me n t  

P r o v i d e  d a t a  p r o c e s s i n g  f o r  T r a n s v e r s a l  

I n f o r ma t i o n  S y s t e ms  ( T I S )  s u c h  a s  

F i n a n c i a l ,  P a y r o l l ,  a n d  S u p p l y  c h a i n  

s y s t e ms   

M a i n t e n a n c e  o f  s o f t w a r e  &  

i n f r a s t r u c t u r e  

 

 

P r o c u r e  I T  f o r  g o v e r n me n t  

 

D a t a  p r o c e s s i n g  f o r  d e p a r t me n t -

s p e c i f i c  a p p l i c a t i o n s  o r  s y s t e ms  

S e t  s t a n d a r d s  r e g a r d i n g  i n t e r o p e r a b i l i t y  T e c h n o l o g y o r  b u s i n e s s  a d v i c e  f o r  I T  

S e t  s t a n d a r d s  r e g a r d i n g  s e c u r i t y  R e s e a r c h  a n d  D e v e lo p me n t  

S e t  s t a n d a r d s  f o r  c e r t i f i c a t i o n  o f  I T  

a c q u i s i t i o n  

M a n a g e me n t  s e r v i c e s  

 

C e r t i f y  a l l  a c q u i s i t i o n s  f o r  s t a n d a r d  

c o mp l i a n c e  

S e l l  a u t h e n t i c a t i o n  p r o d u c t s  

 

E l i m i n a t e  d u p l i c a t i o n   

L e v e r a g e  e c o n o m i e s  o f  s c a l e    

Source :  S ITA (2006) 

 

S ITA i s  managed  as  a  p r i va te  company.  I t  was  reg i s te red  w i th  t he  Reg is t rar  

o f  Compan ies  as  "S ta te  In fo rmat ion  Techno logy Agency (P t y)  L td " ,  
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reg i s t ra t i on  number  1999 /001899/07 ,  on  29  January 1999.  However ,  the  

governmen t  i s  t he  so le  shareho lder  and  the  r i gh ts  at tached  to  t he  shares  

sha l l  be  exerc i sed  b y the  M in is te r  o f  Pub l i c  Serv i ces  and  Admin is t ra t ion  on  

beha l f  o f  t he  S ta te  (NDPSA,  2006) .   

 

S ITA per fo rms the  fo l l owing  funct ions  (as  per  the  SITA Regu la t ions  o f  

1995) ,  name ly,  

 

�  deve lop  a  s t ra tegy regard ing  the convergence  o f  in fo rmat ion  sys tems ;   

�  demonst ra te  the  va lue  added  b y PTN o r  va lue -added  ne twork  (VAN)  

se rv i ces  p rov ided  by S ITA;   

�  prepare  a  d isas te r  recovery s t ra tegy and  bus iness  cont inu i t y p lan  and  

p rocedures  fo r  manda to ry se rv i ces  used  by depar tments ;   

�  se t  s tandards  regard ing  the  i n fo rmat ion  sys tems  secu r i t y and  the 

i n te roperab i l i t y  o f  such  s ys tems;   

�  cer t i f i ca t ion  o f  i n fo rmat ion  techno logy goods  and serv i ces ;   

�  do  in fo rmat ion  techno logy ( IT )  research  on  beha l f  of  depar tments ;  

�  prov ide  and  main ta in  t ransversa l  sys tems;  au then t i ca te  p roducts  and 

se rv i ces  acqu i red  v ia  p rocu remen t ;  compi l e  and  ma inta in  an  up - to -date  

i nvento r y o f  i n fo rmat ion  sys tems  o f  depar tments ;  and  

�  prov ide  and main ta in  re la ted  se rv i ces  as  per  bus iness  agreemen ts  w i th  

depar tments .   

 

In  d i scharg ing  these  respons ib i l i t i es ,  S ITA makes  use o f  i n fo rmat ion  and  

te lecommun ica t ions  techno logy ( ICT)  p layers  such  as Gi j imaAST,  

A r iv ia . com,  Vhuwan i ,  Amava  In fo rmat ion  Techno log ies,  Advocate  

Techno logies ,  e t c .  These  ICT  p layers ’  p ro f i l es  a re  kept  in  S ITA ’s  database.  

A  to ta l  o f  65  con t rac ts  wor th  R1 527 b i l l i on  were awarded  du r ing  the  

f i nanc ia l  year  2006 /7 .  O f  t hese,  86% were  awarded to  b lack  economic  

empowered  se rv i ce  p rov ide rs .  I t  i s  S ITA ’s  con t r i bu tion  i n  deve lop ing  the 

i nd igenous  ICT  indus t ry where  they wou ld  expect  to  see  progress  i n  t he  

fu tu re  (S ITA Annua l  Repor t ,  2007) .  
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Ins t i tu t ions  cons ide r  ou tsou rc ing  i n  o rder  t o  l ower t he i r  cos ts  and  inc rease  

the i r  focus  on  the i r  co re  bus iness  (H i rshe im ,  1997).  Organ isat ions  engage  in  

ou tsou rc ing  in  o rder  to  comp le te  ac t i v i t i es  in  wh ich  they do  no t  possess  a  

compet i t i ve  advantage  (H i t t ,  I re land ,  and  Hosk i sson,  2005) .  I t  i s  t h is  

rea l i sa t i on  that  causes  the use  o f  ex terna l  vendors who  have  the  co re  

competence and capab i l i t y  o f  de l i ve r ing  the i r  ac t i vi t i es .   

 

W i th  i nc reas ing  cos t - reduc t i on  p ressu res ,  ou tsourc ing  o f  in fo rmat ion  

techno log i ca l  se rv ices  has  emerged  as  an  impor tan t  op t i on  fo r  managers  in  

compan ies  a round the  wor ld  (Apte ,  Sobo l ,  Hanaoka,  Sh imada,  Saar inen ,  

Sa lme la ,  Vepsa la inen,  1997) .  Ap te  e t  a l . (1997)  p roduced comparat i ve  

research  resu l t s  o f  coun t r i es  l i ke  USA,  J apan  and  Fin land  wh ich  showed  the  

t ypes  o f  IT  funct ions  be ing  commonly  ou tsou rced,  the  ex ten t  t o  wh ich  these  

funct i ons  were  ou tsou rced,  v i ews  o f  Ch ie f  In fo rmat ion  Of f i ce rs  (C IOs)  on  

the  des i red  cos t  sav ings  and  the  comparat i ve  ra t ings  o f  t he  advantages  and 

d isadvantages  o f  IT  ou tsou rc ing .  Mat thews  (2004)  has  conducted  a  s tudy  

wh ich  es tab l i shed  IT  ou tsou rc ing  t rends  i n  South  A fr i ca .  In  t h i s  research  i t  

was  found  that  South  Af r i can  o rgan isat ions  engag ing i n  IT  ou tsou rc ing  

par tne rsh ips  were on  the i nc rease w i th  the  emphas i s on  cos t  reduc t ion .  

 

Goo lsby and  Wh i t low  (2003)  s ta te  tha t  good  p lann ing and  an  adherence  to  

t h is  p lan  by the  par t i es  t o  the  con t rac t  i s  key to  t he  success  o f  any  

ou tsou rc ing  in i t i a t i ve .  They p resent  f i nd ings  and  conc lus ions  f rom lessons  

ex t rac ted  f rom a  s tud y o f  50  ou tsou rc ing  re la t ionships .  I t  i s  impor tan t  t ha t  

bu yers  o f  any IT  se rv i ce  shou ld  have  a  c lea r  understand ing  o f  what  they  

want  done  and  dec la re  up f ron t  the i r  ( i . e .  bu yers )  capab i l i t i es  and 

respons ib i l i t i es  so  that  the  p rov ide r  knows  c lea r l y t he  ex ten t  o f  the  task  to  

be  done .   
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To  be  su re  o f  t he  e f fec t i ve  ou tsou rc ing  re la t ionsh ips ,  the  ou tsourc ing  

par tne rs  shou ld  take  t ime  and  e f fo r t  t o  bu i l d  the  re la t ionsh ip  (Kob yla rz ,  

2001) .  In  emphas is ing  the  above  men t ioned  v iew Kob yla rz  (2001)  sa id ,  

“bus iness  ex ecut i ves must  p lan  how and where  the  ou tsou rce  par tne r  f i t s  

i n to  the  overa l l  bus iness .  Th is  p lan must  be commun ica ted  to  a l l  employees  

and  re in fo rced  w i th  i ncent i ves .  Lack  o f unders tand ing  and  incen t i ves  o f ten  

l eads  emplo yees  to  fee l  th reatened .  The  resu l t  can be  a  l ack  o f  

communicat ion  and cooperat ion  w i th  t he  ou tsou rc ing  par tne r  wh ich  defea ts 

t he  goa ls  o f  the  par tne rsh ip ”  (Kob yla rz ,  2001 :1 ) .  Commun ica t ion  and  

cooperat ion between  a  c l i en t  and  the i r  ou tsourcer  a l l ow  fo r  the fo rmat ion  o f  

mutua l  respect  and unders tand ing ,  qua l i t i es ,  wh i ch  can  grea t l y i nc rease  the 

sus ta inab i l i t y  o f  an  ou tsou rc ing re la t ionsh ip .   

 

In  t he  l i gh t  o f  the  above  d i scuss ion  the  research  prob lems  can  be  fo rmu la ted  

as  fo l lows :  What  fac to rs  a f fec t  the  e f fec t i veness  of  IT  ou tsou rc ing  in  t he  

Eas te rn  Cape  T reasu ry Depar tment  (ECTD)  and  S ITA?  Eva luat i ng  the  

p rocess  and  impact  o f  IT  ou tsou rc ing  se rv i ces  o f  the  ECTD to  S ITA w i l l  

i nvo l ve  ex amin ing  the  fo l lowing  aspec ts :  s t ra teg i c  dec is ion  mak ing  where in  

s t ra teg i c  ou tsou rc ing  shou ld  look  a t  overa l l  bus iness  goa l s  and  p rocesses  in  

l i gh t  o f  des i red  per fo rmance  ou tcome,  requ i red  sk i ll  se ts ,  acceptab le  r i sks  

and  re la t ionsh ip  management  (Cohen ,  2002) ,  t he  de f in i t i on  o f  t he  need ,  

i den t i f i ca t i on  o f  t he  par tne r (s ) ,  con t rac t  o r  Serv ice  Leve l  Agreemen ts  

(SLAs) ,  and  imp lementa t i on .  

  

1 .2 GOALS OF THE RESEARCH 

 

The a im  o f  th i s  research  i s  to  eva luate  the p rocess and  impac t  o f  ou tsou rc ing 

i n fo rmat ion  techno logy ( IT )  se rv i ces  o f  Eas te rn  Cape Treasury Depar tment  

(ECTD)  to  S ta te  In fo rmat ion  Techno logy Agency (S ITA) .   

 

Th i s  a im  wi l l  be  ach ieved  b y add ress ing  the  fo l lowing  research  ques t i ons ,  

namely:   
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(1 )  How d id  t hey go  abou t  ou tsou rc ing?   

(2 )  Was i t  a  s t ra teg i c  dec i s ion  o r  no t  and  i f  so ,  was  i t  an  app rop r ia te   

     s t ra teg i c  dec is ion?   

(3 )  D id  S ITA he lp  re f ine  the  de f i ned  need?   

(4 )  D id  Eas te rn  Cape  T reasu ry Depar tment  (ECTD)  choose  an   

     app rop r i a te  pa r tne r?   

(5 )  Does  S ITA have  the  capab i l i t y  t o  p rov ide  the  serv ice?   

(6 )  A re  SLA targe ts  c lea r  and  reasonab le?   

(7 )  What  has  been done  to  manage  the re la t ionsh ip  and  how ef fec t i ve  

     has  i t  been?  Both  the d ra f t i ng  o f  the  cont rac t and  i n  i t s        

     imp lemen ta t i on  w i l l  be  cons ide red .   

(8 )  Has  there  been imp lemen ta t i on  acco rd ing  the  cont rac t  and  SLA?  

(9 )  How and what  benchmarks  were  used in  the  ou tsourc ing  p rocess?  

 

1 .3 IMPORTANCE OF THE STUDY 

 

This  research  s tudy has  been  p rompted  b y the  fac t  tha t  the  South  Af r i can  

Government  th rough  the  Nat i ona l  Depar tmen t  o f  Pub l ic  Serv i ce  and  

Admin is t ra t ion  has  es tab l i shed  S ITA w i th  a  so le  purpose  o f  improv ing  

se rv i ce  de l i ve r y  b y a l l  na t i ona l ,  p rov inc ia l  and  loca l  government  

depar tments .  The  researcher ’s  concern  i s  whe ther  t he  re la t ionsh ip  between 

S ITA and  these  depar tments  i s  work ing  o r  whe ther  the  se rv i ce  i s  de l i ve red  

sa t i s fac to r i l y .  

 

Gu ide l i nes  a re  des i rab le  because  the dec is ions  involved  i n  an  ou tsou rc ing  

s i tua t ion  a re  complex  and  d ive rse  c i r cums tances  and cond i t ions  are  

encounte red .  Dec is ion  makers  who  a re  respons ib le  for  i n fo rmat ion  ga ther ing  

have  to  dec ide  on  the  processes  to  be  fo l l owed  and  the fac to rs  to  be  taken  

i n to  account .  A t  the  same t ime ,  they have  to  cons ide r  and t rade  o f f  a  va r i e t y  

o f  in fo rmat ion  and  c r i t e r i a .  The  s i tua t ion  i s  fu r the r  compl i ca ted  because 

dec is ions  are  d i f f i cu l t  t o  eva luate ,  as  adequate  outcomes  and  feedback  on l y  
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occu rs  once ou tsou rc ing  has  been imp lemented  and  been  opera t i ona l  fo r  a  

pe r i od  o f  t ime (Grover ,  Cheon,  and Teng,  1995) .   

 

Spec i f i ca l l y,  Ms imang (2005)  has  men t i oned  i n  t he  annua l  f i nanc ia l  repor t  

t ha t  t he  work load  on  the  IBM main f rame techno logy pla t fo rms  opera ted  a t  

t he  Eas tern  Cape governmen t  in  Bh isho  and  that  o f  KwaZu lu  Nata l  

governmen t  i n  U lund i  was  conso l i da ted  on to  the  P ie te rmar i t zbu rg  Da ta  

Cent re ,  resu l t i ng  in  a  s ign i f i can t  reduct i on  o f  opera t iona l  cos ts  fo r  t he  

governmen t .   

 

The  reason wh y S ITA i s  pa r t  o f  re la t i onsh ip  managemen t  i s  because the 

governmen t  has  es tab l i shed  a  re la t ionsh ip  w i th  S ITA.  Tha t  re la t i onsh ip  has  

acco rd ing  to  Bar ron  (2004)  been  hav ing  communicat ion  sho r t comings ,  

i ncompetenc ies  and  co r rup t i on .  Wi th in  t he  per iod  o f f i ve  years  f rom 1999 ,  

S ITA had  e igh t  Ch ie f  Execut i ve  Of f i ce rs  (CEO)  and  ac t ing  CEOs .  Co l i n  van  

Scha lkwyk ,  l e f t  w i th  a  year  o f  h is  con t rac t  s t i l l  to  run .   

 

By 2004 ,  S ITA was  respons ib le  fo r  300  tenders  wor th R2 .8-b i l l i on  (Bar ron ,  

2004) .  Rasethaba  (2000)  p resen ted  concerns  to  the  di rec to rs  o f  government  

depar tments  a t  a  S ITA seminar  i n  P re to r ia  t ha t  t hey were  o f ten  no t  sa t i s f i ed  

because  they cou ldn ' t  ge t  s t ra igh t  answers  f rom S ITA.  He  b lames  i n  pa r t  bad 

communicat ion  between  the  S ITA and government .    

 

1 .4 CHAPTER OUTL INE 

 

Th i s  research  repor t  w i l l  cons is t  o f  5  chapte rs .  Chapter  1  w i l l  i nc lude  an  

ex p lana t i on  o f  how the  research  a rose,  the  impor tance  the reo f ,  and  the  

env i ronmenta l  and/o r  o rgan isat i ona l  con tex t  w i th in  wh ich  the  research  

occu r red .  The  purpose  o f  chapte r  2  i s  t o  p rov ide  a  theo re t i ca l  bas is  fo r  the  

p roposed  research .  Chap ter  3  p rov ides  an  overv iew of  t he  research  des ign  

that  was  used  to  conduct  the  research  and  co l lec t  data  necessary t o  answer  

t he  research  ques t ions  as  ou t l ined  i n  Chap ter  1  ( i .e .  in t roduct ion  and 
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research  p roposa l  chapte r ) .  In  essence,  th i s  chap ter  w i l l  cons is t  o f  fou r  main  

par t s ,  namel y,  what  the  researcher  i s  i n tend ing  to  do  ( i .e .  a ims  and  goa l s  o f  

t he  research ) ,  desc r ip t i on  and  jus t i f i ca t i on  o f  t he research  des ign  ( i . e .  

pa rad igm,  research  method ,  da ta  co l lec t i on ,  and  data  ana l ys i s ) ,  descr ip t ion  

o f  t he  research  p rocedure  to  be  fo l lowed,  and  f ina ll y a  b r i e f  summary o f  

research  des ign  and  p rocedure,  and  acknowledgement  o f  de l im i ta t i ons  and 

l im i ta t ions  o f  the  s tud y.  

 

The  resu l t s  o f  t he  research  f i e l d  work  w i l l  be  p resen ted  and  d i scussed  in  

Chapte r  4  where in  t h is  chap te r  w i l l  p rov ide  an  ana lys i s  o f  t he  data  co l l ec ted  

th rough the  methods  ou t l ined  i n  Chap ter  3 .  In  essence ,  t h i s  chapte r  w i l l  

combine  the  in fo rmat ion  ga ined  f rom the  i n te rv iews  conducted  w i th  the  

S ITA and  ECTD o f f i c ia ls  and  documents  ana l ysed  (e .g.  Supp l y Cha in  

Management  Gu ide,  S ITA ACT as  Amended  No.  38  o f  2002 ,  Serv i ce  Leve l  

Agreemen ts ,  Con t rac t  398,  and  S ITA 2007  Annual  Repor t  and  d iscussed  in  

t he  l i gh t  o f  the  theo ry) .  The  chapte r  on  d i scuss ion to  the  research  f ind ings  

has  been  i n tegra ted  in  chapte r  4 .  F ina l l y,  chapte r  5  se rves  to  h igh l i gh t  the  

main  f ind ings ,  d iscuss  the  recommendat i ons  fo r  management  p rac t i ce  and  

u l t imate l y advance a  d i scuss ion  on  wha t  needs  to  be inves t i ga ted  i n  fu tu re  

research  based on  the  cu r ren t  research  s tud y.  
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2. CHAPTER 2 – LITERATURE REVIEW  
 

 

2 .1  BACKGROUND AND INTRODUCTION 

 

The  purpose o f  t h i s  chap ter  i s  t o  p rov ide  a  theore ti ca l  bas i s  fo r  t he  p roposed 

research ,  the  a im o f  wh ich  i s  the  eva luat i on  o f  the impac t  o f  ou tsou rc ing  

In fo rmat ion  Techno logy ( IT )  se rv i ces  o f  pub l i c  o rgan isa t ions  to  t he  S ta te  

In fo rmat ion  Techno logy Agency (S ITA) .The  l i t e ra tu re w i l l  be  d rawn  f rom 

the  fo l lowing  f i e ld  o f  s tud ies ,  tha t  i s ,  Management In fo rmat ion  Sys tems 

(MIS ) ,  Operat i ons  Management  and  spec i f i ca l l y ou tsou rc ing  o f  IT .  

 

Emanat ing  f rom the  research  top i c ,  the  l i t e ra tu re  rev iew w i l l  seek  to  f i nd  a  

theo re t i ca l  bas i s  fo r  the  fo l l owing  research  ques t ion :   

 

What  fac to rs  a f fec t  t he  e f fec t i veness  o f  IT  ou tsou rc ing  in  the  Eas te rn  Cape  

governmen t  and  how is  e f fec t i veness  recogn ised?  That  i s  eva luat i ng  bo th  

p rocess  and impact .  

 

To  do  th i s  t he  fo l l ow ing  research  sub p rob lems  w i l l be  inves t i ga ted :  

   

�  What  fac to rs  de term ine  the  su i t ab i l i t y  fo r  IT  Ou tsou rc ing  as  an  

op t ion  fo r  pub l i c  o rgan isa t ions?   

�  What  a re  the  prob lems  charac ter i s ing  ou tsou rc ing i n pub l i c  

o rgan i sat i ons?   

�  What  ro le  does  re la t ionsh ip  management  have  in  t e rms o f  an  

ou tsou rc ing  re la t ionsh ip?  

 

Th i s  paper  w i l l  p rov ide  a  c r i t i ca l  ana l ys i s  o f  key f oca l  a reas ,  name ly  

ou tsou rc ing  ( t ha t  i s ,  a  genera l  app roach  to  the  conceptua l  unders tand ing  o f  

ou tsou rc ing) ,  IT  ou tsou rc ing  ( t ha t  i s ,  a  spec i f i c  re fe rence to  IT  
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outsou rc ing) ,  the  natu re  o f  IT  ou tsou rc ing  dec is ion,  serv i ce  l eve l  

spec i f i ca t i ons  fo r  ou tsou rc ing  re la t ionsh ips ,  avo iding  ou tsou rc ing  p rob lems ,  

r i sks  assoc ia ted  w i th  ou tsou rc ing ,  t he  impac t  o f  bes t  p rac t i ces  on  

ou tsou rc ing  a r rangements ,  the  use o f  ex terna l  vendors ,  pub l i c  o rgan isat i ons ,  

pub l i c  ve rsus  p r i va te  sector  compar ison  o f  ou tsourcing ,  d i sadvantages  o f  

ou tsou rc ing  i n  pub l i c  o rgan isat ions ,  S ITA ’s  re la t ionsh ip  w i th  t he  pub l i c  

sec to r ,  and re la t ionsh ip  management .  

 

2 .2  IT  OUTSOURCING 

 

In  t h i s  sec t i on  the background ,  g rowth ,  t ypes  and  reasons  fo r  ou tsou rc ing  

w i l l  be  exp lo red .  F ina l l y,  t he  natu re  o f  IT  ou tsou rc ing dec i s ions  w i l l  be  

d iscussed.   

 

B rown  (2006)  has  s ta ted  that  b y 2006 ,  IT  management se rv i ces  revenue  fo r  

t he  mids ize  bus iness  market  w i l l  ex ceed  $15 b i l l i on i n  t he  Un i ted  S ta tes .  

S ince,  t he  Un i ted  S ta tes  i s  the  economic  l eader ,  t hese  e f fec ts  o f  ou tsou rc ing  

a re  l i ke l y t o  be  fe l t  equa l l y  i n  South  A f r i ca ,  and  hence  pu t t ing  ou tsou rc ing  

a t  t he  cent re  o f  o rgan i sat i ons ’  agenda.  Burnes  and Anas tas iad i s  (2003)  

concu r  w i th  Brown (2006)  when they s ta te  that  many commentato rs  such  as  

Cant  and  J eynes  (1998) ,  Domberger  (1998)  and  Gay and  Ess inger  (2000)  

have no ted  tha t  ou tsou rc ing  i s  one  o f  t he  fas tes t -growing  and a rguab ly most  

impor tan t  a reas  o f  bus iness  ac t i v i t y.  

 

The  bus iness  wor ld  i s  inc reas ing l y adop t ing  the  prac t i ce  o f  ou tsourc ing  

va r i ous  o rgan i sat i ona l  ac t i v i t i es .  In  t he  i n fo rmat ion  s ys tems  ( IS )  d isc ip l ine ,  

ou tsou rc ing  has  become a  v iab le ,  s t ra teg i c  a l t e rnati ve  to  acqu i r i ng  and 

managing  cos t l y and  complex  in fo rmat ion  techno logy ( IT )  (Grover  et  a l .,  

1995) .  Desp i te  the  growth  o f  IT  ou tsou rc ing ,  Grover e t  a l.  (1995)  s ta tes  that  

t here  i s  re la t i ve l y l i t t l e  research  wh ich  appears  to  have been  car r i ed  ou t  on  

the  management  s t ra teg ies  requ i red  to  ensu re  i t s  success .  Th is  s ta tement  by  

Grover  e t  a l .  (1995)  i s  suppor ted  b y the  subsequent  amount  o f  research  as  
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ex empl i f i ed  by wr i t e rs  such  as  Brown (2006) ,  Webb  and  Laborde  (2005)  and 

many o thers .  

 

Ins t i tu t ions  cons ide r  ou tsou rc ing  i n  o rder  t o  l ower t he i r  cos ts  and  inc rease  

the i r  focus  on  the i r  co re  bus iness .  Ou tsou rc ing  appeared  i n  t he  managemen t  

i n fo rmat ion  s ys tems,  in fo rmat ion  techno logy and  opera t i ons  management  

f i e l ds  in  the  la te  1980.  ce r ta in  o rgan isa t ions  engage  i n  ou tsou rc ing  in  o rder  

t o  comple te  ac t i v i t i es  in  wh ich  they do  no t  possess a  compet i t i ve  advantage  

o r  in  wh ich  they p re fe r  no t  to  deve lop  an  advan tage.  I t  i s  t h is  rea l i sa t i on  

that  causes  the  use o f  ex te rna l  vendors  who  have  the  co re  competence  and  

capab i l i t y  o f  de l i ver i ng  the i r  ac t i v i t i es .   

 

Research  sugges ts  t ha t  few  organ i sat ions  can  a f fo rd to  deve lop  i n te rna l l y a l l  

t he  techno log ies  tha t  m igh t  l ead  to  compet i t i ve  advantage  (H i t t ,  I re land ,  and 

Hosk i sson ,  2005) .  There fo re ,  by mak ing  use  o f  ex terna l  vendors  in  

ou tsou rc ing  those  ac t i v i t i es  in  wh ich  the  bu yer  l acks  competence ,  t he  buye r  

can  fu l l y  concent ra te  on  those a reas  in  wh ich  i t  can  add va lue.  

 

D rucker  (1995)  s t resses  the fac t  t ha t  once o rgan isat ions  have  examined  a l l  

t he i r  poss ib le  in te rna l  economies  ( fo r  an  ex ample ,  p roduct  supp l y and  

demand)  and  i n te rna l  e f f i c i enc ies  and hav ing  imp lemented  them,  then  those  

o rgan i sat i ons  need  to  l ook  ou twards  and  examine  ou tsourc ing  oppor tun i t i es .  

There fo re ,  o rgan i sa t i ons  look  to  ou tsou rc ing  because  i t  i s  seen  as  a  way to  

reduce  cos ts ,  espec ia l l y  t he  l abour  cos ts  wh ich  a re assoc ia ted  w i th  emp lo yee  

bene f i t s ,  as  we l l  as  the  t ra in ing  and  cap i ta l  cos ts (Drucker ,  1995) .  

 

Acco rd ing  to  H i t t  e t  a l .  (2005)  In fo rmat ion  Techno logy ( IT )  and  Research  

and Deve lopmen t  (R&D)  a re  two  o rgan isat iona l  func t ions  that  a re  commonly  

ou tsou rced  and  in  IT ,  o f f sho re  ou tsou rc ing  i s  t he  wor ld ’ s  fas tes t  g rowing  

segmen t  o f  the  indus t r y.  Aggarwa l  (2003)  suppor ts  th i s  s ta tement  by  

desc r ib ing  the  emergence  o f  the  grow ing  demand  fo r  IT  se rv i ces  to  be  

per fo rmed  by ou ts ide  vendors  espec ia l l y  b y g loba l  compan ies  in  Ind ia .  Th is  
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phenomenon  is  a lso  ac t i ve l y p rac t i ced  by bo th  non-pro f i t  and  p ro f i t  

o rgan i sa t i ons  (H i t t  e t  a l . ,  2005) .  

 

IT  Ou tsou rc ing  invo lves  app l i ca t ion  se rv i ce  p rov iders ,  app l i ca t ions  

ou tsou rc ing ,  bus iness  p rocess  ou tsou rc ing ,  in f ras t ruc tu re  ou tsou rc ing ,  

i n te rnet  se rv i ce  prov ide rs ,  IT  u t i l i t y  se rv i ces ,  o ffsho re  se rv i ces ,  managed 

and p ro fess iona l  network  serv i ces ,  network  and in ternet  se rv i ces ,  so f tware  

main tenance and  suppor t ,  so lu t ion  imp lementa t ion  serv i ces ,  ou tsou rc ing 

re la t i onsh ips ,  commun ica t ions  se rv i ces ,  consu l t i ng  se rv ices ,  deve lopment  

and  in tegra t i on  se rv i ces ,  ha rdware main tenance  and  suppor t .  Th is ,  accord ing  

to  Sp rague  and  McNur l in  (1993)  means  tu rn ing  over  an  organ isat i on ’s  

compute r  opera t ions ,  network  opera t ions ,  o r  pe rhaps o ther  i n fo rmat ion  

s ys tems  func t i ons  to  a  vendor  fo r  a  spec i f i ed  t ime.  

 

Acco rd ing  to  Kweku-Muata  and  O je lank i  (2006)  IT  outsou rc ing  i s  now 

a lmos t  s tandard  prac t i ce  fo r  many o rgan i sat i ons .  The above ment ioned 

au thors  s ta te  t hat  ou tsou rc ing  the in fo rmat ion  process ing  ac t i v i t i es  i s  a  

complex  i ssue  that  en ta i l s  cons ide rab le  imp l i ca t i ons  fo r  t he  s t ra tegy o f  t he  

o rgan i sat i on .  The  management  o f  ou tsou rc ing  requ i res  sk i l l ed  personne l  who  

wou ld  p rov ide  s t ra teg i c  l eadersh ip  (Goo lsby,  2002) . Goo lsb y (2002)  s ta tes  

that  ou tsourc ing  i s  complex  and  s t ra teg i c ,  and  execut i ves  need  a  b read th  o f  

sk i l l s  and a  depth  o f  knowledge  to  do  i t  success fu ll y.  The  above ment ioned 

asser t i ons  a re  suppor ted  by Ga iney an d  K laas  (2005) where in  they s ta te  t hat  

f i rms  i nc reas ing l y  use  ex te rna l  vendors  to  p rov ide t ra in ing  fo r  the i r  

emplo yees  and  that  t rus t  has  been  found  to  be  essent i a l  i n  success fu l  i n te r -

f i rm  re la t i onsh ips .  

 

2 .3 THE NATURE OF IT  OUTSOURCING DECISIONS  

 

IT  ou tsou rc ing  can  take  fou r  fo rms:  to ta l  ou tsou rc ing ,  mu l t ip le  

supp l ie r / se lec t i ve  sou rc ing ,  jo in t  ven tu re / s t ra teg ic  a l l i ance  sou rc ing ,  and  

i nsou rc ing  wh ich  i s  i n  the  oppos i t e  o f  ou tsou rc ing  (Cur r i e ,  2000) .  Whi l e  IT  
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i nsou rc ing  re l i es  so le l y on  inhouse IT  resources  and  capab i l i t i es ,  IT  

ou tsou rc ing  i s  t he  ac t  o f  subcont rac t ing  a l l  o r  pa rt s  o f  the  IT  funct i on  to  an  

ex terna l  vendor  (Mar t insons ,  1993) .  Impor tan t  dec isions  are  made befo re ,  

du r i ng  and  even  a f te r  ou tsou rc ing  has  been  dec ided  on .  Fo r  example ,  t he  

dec is ion  to  commence  ou tsou rc ing  can  be  a r r i ved  a t  fo r  d i f f e ren t  reasons .  

The  mos t  des i rab le  reason  fo r  ou tsou rc ing  wou ld  be the  ra t i ona l  one  i n  

wh ich  IT  ou tsou rc ing  i s  perce i ved  as  a  method  to  improve o rgan isat iona l  

e f f i c i ency and  e f fec t i veness .  There  may a l so  be the s i t ua t i on  where 

management  avo ids  mak ing  a  dec is ion  b y engag ing  the se rv i ces  o f  

consu l tan ts .  Th i s ,  acco rd ing  to  F ink  and  Shoeib  (2003) ,  i s  no t  unusua l  i n  IT  

ou tsou rc ing ,  as  dec i s ions  a re  regarded  as  d i f f i cu l t,  espec ia l l y  de te rmin ing  

feas ib i l i t y .   

 

Mu l t ip le  sourc ing  can  be  desc r ibed  as  the  s t ra teg ies  used  to  inc lude  the  

ra t i ng  o f  vendors  on  a  sca le ,  t he  p rac t i ce  o f  choosing  vendors  f rom an 

approved  l i s t ,  and  choos ing  the  l owest  p r i ced  vendor  t o  min im ise the 

po ten t i a l  f o r  f inanc ia l  l oss  (Cur r i e ,  2000) .  The  j oin t  ven ture /s t ra teg ic  

a l l i ance  sou rc ing  i s  an  agreement  be tween  two  o r  more  o rgan isat i ons  to  

cooperate  i n  a  spec i f i c  bus iness  ac t i v i t y,  so  that  each  bene f i t s  f rom the  

s t rengths  o f  t he  o ther ,  and ga ins  compet i t i ve  advantage  (Cur r ie ,  2000) .   

 

C i r cums tances ,  such  as  the  dea l ing  w i th  mu l t ip le  supp l i e rs ,  rev iewing  

i nhouse  IT  resources  and  capab i l i t i es  and  mak ing  dec i s ions  be fo re ,  du r i ng  

and  a f te r  ou tsou rc ing, have  l ed  to  the  conc lus ion  that  t he  IT  ou tsou rc ing 

dec is ion  i s  l a rge l y  behav iou ra l  ra the r  t han  p resc r ip t i ve  i n  natu re  (F ink  and 

Shoeib ,  2003) .  A  behav iou ra l  app roach  o f  dec is ion  mak ing  can  be  descr ibed  

as  one  that  “ focuses  on  quas i - reso lu t i on  o f  con f l i ct ,  avo idance  o f  

uncer ta in t y,  p rob lemat i c  search ,  o rgan isat iona l  l earn ing ,  and i nc remen ta l  

dec is ion  mak ing”  (Dav i s  and  Olson,  1985:191) .  Behavioura l  dec is ion  mak ing  

i s  desc r ip t i ve  b y na ture  and  ex p la ins  ac tua l  human  dec i s ion  mak ing  

behav iour .  By cont ras t  a  p resc r i p t i ve  approach  assumes  comple te  
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i n fo rmat ion  about  a l t e rna t i ves ,  ra t iona l i t y o f  t he  dec is ion  maker  and  

op t imum resu l t s .  

 

The  fo rmer  app roach  appears  bet ter  su i t ed  to  IT  ou tsou rc ing  dec i s ion-

mak ing  than the  l a t te r  app roach  s ince o rgan i sa t ions take in to  account  t he i r  

own  c i r cumstances  and  requ i remen ts  and  make  dec i s ions  that  bes t  su i t  t hem.  

They a re  con f ron ted  by a  d i ve rse  se t  o f  c i r cums tances ,  approaches  and 

t rade-o f f s  when  dec is ions  a re  made on  IT  ou tsou rc ing .  In  o rder  to  make  

dec is ion -mak ing  more  p resc r i p t i ve ,  ea r l y research  at tempted  to  p rov ide  

d i rec t ion  by i nd i ca t i ng  what  aspects  o f  the  ou tsou rc ing  phenomenon  to  

mon i to r  and  what  ac t i v i t i es  t o  pe r fo rm as  sugges ted by Goo lsb y and  Wh i t l ow 

(2003)  and  F ink  and  Shoeib  (2003) .  Le in fuss  (1991) , fo r  example ,  

emphas ised  the  need  to  mon i to r  t he  ou tsou rc ing  vendor ’s  work  to  make  su re  

that  p romises  about  response  t imes ,  comp le t i on  dates  and  respons iveness  to  

p rob lems  were  de l i ve red .   

 

2 .4 AVOIDING OUTSOURCING PROBLEMS 

 

In  t h i s  sec t i on ,  t he  d iscuss ion  w i l l  focus  on  p lanning ,  opera t ions  

management ,  p rov is ion /ava i l ab i l i t y  o f  human  resource  sk i l l s ,  communicat ion  

and s t ra teg i c  ou tsou rc ing .  

 

2 .4 .1       PLANNING 

 

A  p lan  i s  a  fo rma l i sa t ion  o f  what  i s  i n tended  to  happen  in  the  fu tu re .  A  p lan  

does  no t  guarantee  that  a  p ro jec t  w i l l  ac tua l l y  happen ,  i t  i s  mere l y a  

s ta temen t  o f  in ten t  t ha t  i t  w i l l  happen.  There fo re , a  p lan  wh ich  i s  no t  

con t ro l l ed  w i l l  even tua l l y  fa i l .  Cont ro l  o f  t he  changes  du r i ng  the  cou rse  o f  

t he  p ro jec t  p lan  i s  ve r y impor tan t .  Hav ing  adequate management  con t ro ls  

over  the  ongo ing  ou tsou rc ing  re la t i onsh ip  i s  c ruc ial  to  i t s  success .  Goo lsby  

and  Whi t low  (2003)  sugges t  t ha t  buyers  shou ld  ensure  that  t hey have  i n  
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p lace  an  execut i ve  who  i s  accountab le  fo r  management  o f  the  ongo ing  

ou tsou rc ing  re la t ionsh ip .  

 

Goo lsby and  Wh i t low  (2003)  s ta te  t ha t  good  p lann ing i s  key to  the  success  

o f  an y ou tsourc ing  i n i t i a t i ve .  They p resent  f i nd ings  and  conc lus ions  f rom 

lessons  ex t rac ted  f rom a  s tudy o f  50  ou tsou rc ing  rela t i onsh ips .  The i r  s tud y 

f i rs t  ex amines  the p rob lems  encoun te red ,  then ana l yses  how these cou ld  

have been  avo ided .  The  s tudy a l so  revea ls  tha t ,  a l though  the  scenar ios  

d i f fe r ,  each  o f  the  cases  d isp lays  a  common m is taken  approach  to  

ou tsou rc ing ,  wh ich  cou ld  have  been avo ided  o r  m i t i ga ted  i f  de tec ted  ear l i e r .  

 

2 .4 .2   OPERATIONS MANAGEMENT 

 

The  ex ecu t ion  o f  ou tsou rc ing  impera t i ves  requ i res  opera t iona l  management  

p r inc ip les  fo r  them to  be  success fu l .  One  o f  the  key e lements  o f  opera t ions  

management  i s  inpu t  t rans fo rming  resources  as  can  be shown  in  F igu re  1  

be low.  T rans fo rm ing  resources  a re  de f ined  as  those  resources  that  ac t  upon 

the t rans fo rmed  resources .  T rans fo rmed  resources  a re  those  resources  that  

a re  t reated  and  conver ted  i n  some way,  fo r  an  ex ample ,  IT  asse ts  and  human  

sk i l l s  can  be t rans fo rmed  to  p roduce  a  good  p roduct such  as  a  f i nanc ia l  

app l i ca t ion  package .  In  an  ou tsou rc ing  re la t ionsh ip,  no t  knowing  the va lue 

o f  assets  ( IT  and  human  resources ) ,  l ack ing  enough  peop le  on  the  bu yer  s i de 

to  work  ( tha t  i s ,  the  government  seek ing  the  se rv i ces  o f  IT  vendor )  t h rough 

the imp lemen ta t ion  phase,  hav ing  i nadequa te  managemen t  con t ro l s  over  the  

re la t i onsh ip  on  an  ongo ing  bas is ,  and t rans fe r r i ng  bad da ta  to  t he  p rov ide r ,  

can  l ead  to  un in tended resu l ts  (ou tpu t ) .  

 

The  cont r i bu t ion  o f  opera t i ons  management  i s  a t  t he cent re  o f  a l l  

o rgan i sa t i ons .  I t  i s  concerned  w i th  t he  p roduct i on  and  supp ly  o f  goods  (e .g .  

so f tware  app l i ca t ion )  and  serv i ces  (e .g .  Home A f fa irs  o f f i c i a l s ’  speedy  

p rocess ing  o f  an  ident i f i ca t ion  document  ( ID )  t o  a  member  o f  the  pub l i c ) ,  

and  the  managemen t  o f  the  t rans fo rmat ion  process .  Al l  opera t ions  p roduce  
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Figure 1 : General Model of Operational Management and Operations Strategy : Pycraft et al, 2005
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goods  o r  serv i ces  o r  a  m ix tu re  o f  t he  two,  and  they do  th is  by a  

t rans fo rmat ion  process  ( tha t  i s ,  they use  the i r  resou rces  to  change  the  s ta te  

o r  cond i t i on  o f  someth ing  to  p roduce ou tpu ts ) .  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Under  t rans fo rmed resources ,  the  IT  hardware  and  sof tware  se rv i ces  wh ich  

wou ld  be  used  by end -users  o r  pub l i c  se rvants  and  wh ich ,  when  des igned,  

p lanned ,  coo rd inated  and  improved  e f fec t i ve l y  and  ef f i c i en t l y wou ld  y ie ld  

an  ou tpu t  o f  happ y cus tomers .  Th i s  i s  demonst ra ted  in  F igu re  1  above.  

 

Fo r  an y o rgan i sa t i on  wh ich  wants  to  succeed  in  the  l ong term,  t he  

cont r i bu t ion  o f  i t s  opera t i ons  funct ion  i s  v i ta l .  In  o rder  fo r  o rgan isat ions  to  

ach ieve  these  successes ,  i t  i s  ve ry impor tan t  fo r  them to  make  su re  tha t  t hey  

sa t i s f y t he  cus tomers  b y p rov id ing  e r ro r - f ree  goods and  serv i ces  wh ich  are  

‘ f i t  fo r  the i r  pu rpose ’  in  t e rms  o f  qua l i t y,  ensure a  speed y se rv i ce  and  

de l i ve r y o f  goods ,  do  th ings  on  t ime  ( that  i s  dependab i l i t y  o r  keep  

p romises ) ,  have  opera t i ona l  ac t i v i t i es  t ha t  a re  f l ex ib le  acco rd ing  to  

cus tomer  needs ,  and  opera t i ons  that  p roduce goods  and  se rv i ces  in  a  cos t  

e f fec t i ve  manner .  Ensu r ing  e f fec t i ve  and  e f f i c i en t  opera t i ona l  per fo rmance 

ob jec t i ves  ( t ha t  i s ,  qua l i t y,  speed,  dependab i l i t y , f l ex ib i l i t y  and  cos t )  o f  any  

Figure 1: General Model of Operational Management and Operations Strategy 
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organ isat i on  w i l l  con t r i bu te  t remendous l y t owards  avo id ing  ou tsou rc ing  

p rob lems  (Pyc ra f t ,  S ingh,  Ph ih le la ,  S lack  Chambers , Har land ,  Har r i son ,  and 

Johns ton ,  2005) .  

 

2 .4 .3 PROVISION/AVAILABIL ITY OF HUMAN RESOURCE SKILLS 

 

Goo lsby and  Wh i t low  (2003)  agree  w i th  H i t t  et  a l .  (2005)  tha t  t he re  w i l l  be  

a  p rob lem i f  t here  i s  a  l ack  o f  adequate l y sk i l l ed  peop le  i n  t he  buye r  

o rgan i sat i on  ass igned  to  work  th rough the p ro jec t s . H i t t  e t  a l .  (2005)  v i ews 

th is  p rob lem ( that  i s ,  a  l ack  o f  peop le  w i th  app ropr ia te  sk i l l s  as  a  resource)  

as  co re  competenc ies  wh ich  are  resources  and  capab il i t i es  tha t  se rve as  a  

sou rce  o f  a  f i rm ’s  compet i t i ve  advan tage  over  r i va ls .   

 

Fa i lu re  t o  heed  the  above  ment ioned  adv i ce  w i l l  l ead  to  impacts  l i ke  

add i t iona l  cos ts ,  de lays  and  b laming the  o ther  pa r ty ( t ha t  i s ,  bo th  par t i es  in  

t he  re la t ionsh ip ) .  Th i s ,  acco rd ing  to  Goo lsby and  Whi t l ow (2003)  becomes  

the  sou rce  o f  nega t i ve  impress ions  wh ich  e rodes  the ou tsou rc ing  

re la t i onsh ip .   

 

2 .4 .4      COMMUNICATION 

 

The  par t i es  that  a re  in  an  ou tsou rc ing  re la t ionsh ip must  communicate  r i sks  

(see  examples  in  sec t i on  3  be low)  and  assumpt ions  at  an  ear l y s tage  o f  t he  

nego t i a t i ons .  T rans fe r r i ng  bad  data  f rom the  buyer  o rgan i sat i on  to  the  

p rov ide r  can  cause de layed  imp lementa t ion  mi l es tones  o r  de layed  p rogress  

i n  funct iona l i t y o f  IT  o r  bus iness  p rocess .  Fo r  an  ex ample ,  t he  N ike  case 

s tudy wr i t t en  by Regan i  (2004)  where in  N ike  re fused to  use  the  i2  compan y 

s ys tem deve lopment  methodo logy,  and con t i nued  to  force i2  t o  imp lement  an  

i ncomple te  supp l y cha in  s ys tem.  i2  was  b lamed  fo r  the  fa l l  o f  p ro f i t s  a t  N ike  

due  to  t he  poo r  imp lemen ta t i on  o f  supp l y cha in  sys tem they were  requ i red  to  

de l i ve r  in  2001.   
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I t  i s  impor tan t  t ha t  bu yers  shou ld  have  a  c lea r  unders tand ing  o f  wha t  they  

want  done  and  dec la re  up f ron t  t he i r  capab i l i t i es  and  respons ib i l i t i es  so  that  

t he  p rov ider  knows  c lea r l y t he  ex ten t  o f  the  p rob lem to  be  so l ved  and  by  

whom.  N ike  have  over  one  hundred techn i c ians  ex is ten t  and  engaged  an  

ou tsou rc ing  compan y ca l l ed  i2  t o  p rov ide  a  supp l y cha in  s ys tem that  wou ld  

a l l ev ia te  the i r  inven to ry  management  p rob lems.  Be fore  the  p ro jec t  was  

f i n ished  b y i 2 ,  N ike  rever ted  back  to  i t s  ex i s ten t  t echn i c ians  to  imp lement  

an  un f i n ished  sys tem b y i 2  and  that  has  l ed  to  numerous  p rob lems,  one  o f  

wh ich  has  been men t i oned  above  (Regan i ,  2004) .   

 

Th i s  i s  a  good  case  in  po in t  where the  ou tsourc ing  impera t i ves  were  no t  

c l ea r l y de f ined  and  detec ted  ear l i e r .  Goo lsby and  Whi t low  (2003)  sugges t  

t ha t  a l l  pa r t i es  need  rea l  v i s i b i l i t y  ( fo r  ex ample , by ho ld ing  cont i nua l  

meet ings )  i n to  the  ou tsou rc ing  p rocess ,  wh ich  wou ld resu l t  i n  l essen ing  the  

gap  o f  accountab i l i t y  fo r  reso lv ing  i ssues ,  f inger -po in t i ng ,  and  a  l ack  o f  

i ns igh t  in to  where  the prob lem l i es .  

 

2 .4 .5     STRATEGIC OUTSOURCING 

 

Kaplan  and  Nor ton  (1996)  in t roduced the  ba lanced  sco recard ,  a  concep t  fo r  

measur ing  whether  the  ac t i v i t i es  o f  a  compan y a re  meet i ng  i t s  ob jec t i ves  in  

t e rms  o f  v i s i on  and s t ra tegy.  B y focus ing  no t  on l y on  f inanc ia l  ou tcomes  bu t  

a l so  on  the  human issues ,  the  ba lanced  sco recard  helps  to  p rov ide  a  more  

comprehens i ve  v iew o f  a  bus iness  wh ich  in  t u rn  he lps  o rgan i sa t i ons  to  ac t  in  

t he i r  bes t  l ong- term in teres ts .  The s t ra teg i c  management  sys tem he lps  

managers  focus  on  per fo rmance  met r i cs  wh i l e  ba lanc ing  f i nanc ia l  ob jec t i ves  

w i th  cus tomer ,  p rocess  and  emplo yee  perspect i ves .  Measures  a re  o f t en  

i nd ica to rs  o f  fu tu re  per fo rmance  (Kap lan  and Nor ton,  1996) .  

 

One o f  t he  mos t  impor tan t  rev iews tha t  need  to  be done  i n  a  ba lanced  

sco recard ,  i s  fo r  t he  o rgan i sa t ions  espec ia l l y t he  bu yers  t o  unders tand  the i r  

cos t  d r i ve rs  as  to  whether  they s ign i f i can t l y impact  nega t i ve l y o r  no t  on  the 
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ab i l i t y  o f  t he  bus iness  to  g row (Cohen ,  2002) .  In  the  s imp les t  t e rms,  

s t ra teg i c  sou rc ing  imp l i es  a  h igher  l eve l  o f  s t ra teg ic  impor tance  to  the  

sou rc ing  o rgan isat ion  than  does  a  more  rou t i ne  “cont rac t i ng  ou t ”  (Cohen ,  

2002) .   

 

S t ra teg i c  ou tsou rc ing  shou ld  l ook  a t  overa l l  bus iness  goa l s  and  p rocesses  in  

l i gh t  o f  des i red  per fo rmance  ou tcomes ,  requ i red  sk il l  se t s ,  accep tab le  r i sks  

and  re la t i onsh ip  managemen t .  As  such ,  i t  cou ld  d ramat ica l l y impact  on  the  

s t ruc tu re  and nature  o f  an  organ isat i on  as  i t  moves fo rward  to  t ack le  a  

bus iness  p rob lem o r  se ize  an  oppor tun i t y.  S ince  ou tsou rc ing  has  been 

addressed  in  t h i s  paper  as  a  s t ra teg i c  move  b y o rgan i sa t ions ,  i t  i s  the re fo re  

j us t i f i ed  that  ba lanced  scorecard  measurement  app roach  i s  impor tan t  to  be  

used  in  l ook ing  a t  the  o rgan i sat i ona l  successes  ho li s t i ca l l y (Kap lan  and  

Nor ton ,  1996) .   

 

Con f ron ted  w i th  the  need  to  ach ieve  ever  g rea ter  o rgan isa t iona l  bene f i t s ,  in  

t e rms o f  e f fec t i veness  and  e f f i c i enc ies ,  w i th  ever  d im in i sh ing  resources  i s  

d r i ven  demand  fo r  management  s ys tems  that  p rov ide  feedback  about  the  

e f fec t i veness  o f  s t ra teg ies  chosen  b y an  o rgan isat ion  to  ach ieve  i t s  goa ls .   

The  Ba lanced Scorecard  i s  one such  management  sys tem that  p rov ides  a  

p rocess  and  methodo logy tha t  can  be ta i l o red  fo r  each  o rgan i sat i on  (Kap lan  

and Nor ton ,  1996) .     

 

Goo lsby and  Whi t low  (2003)  conc lude  that  many p rob lems  cou ld  have  been 

avo ided  had  i t  no t  been  fo r  execut i ves ’  d is regard  fo r  re la t ionsh ip  s t ruc tu res .  

The  tendency b y some execut i ves  i s  t o  m isuse  the i r  power fu l  pos i t ion  b y  

tak ing  dec i s ions  wh ich  a re  in  con t raven t i on  w i th  the  ou tsourc ing  

re la t i onsh ip  par t i es .  Fa i l u re  to  adhere  to  agreed  ou tsourc ing  gu ide l i nes  or  

SLAs  may l ead  to  po ten t i a l  p rob lems  wh ich  cou ld  adverse l y a f fec t  t he  

de l i ve r y o f  the  promised  p roduc t  o r  se rv i ce .  There fo re ,  managers  shou ld  

respec t  and  honour  t he  terms  o f  re fe rence  ou t l i ned  in  t he  se rv i ce  leve l  

agreement  so  as  to  main ta in  the  in tegr i t y o f  the  outsou rc ing  re la t ionsh ip .  
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I l l us t ra ted  i n  F igure  2 ,  a re  ca tego r ies  o r  s tages  of  ou tsou rc ing  wh ich ,  i f  

neg lec ted ,  cause  prob lems  (Goo lsb y and  Wh i t l ow ,  2003) .  An  example  i s  

over look ing  the  impor tance  o f  assessment  and  due  d il i gence .  In  t h is  model ,  

d iscuss ion  o f  and agreement  on  assessment  o f  cos ts  ve rsus  bene f i t s  and  the  

unders tand ing  o f  the  c r i t i ca l  va lue  add ing  i ssues  become cent ra l  i ssues .  

A f te r  t he  assessmen t  o f  the  o rgan i sat i on ’s  needs ,  it  becomes  impera t i ve  to  

unders tand  whe ther  t he  in te res ts  o f  bo th  o rgan isat ions  who  a re  seek ing  to  

engage  each  o ther  i n  an  ou tsou rc ing  agreement  a re  al i gned  o r  no t ,  and  what  

impact  tha t  w i l l  have  on  bo th  o rgan isa t i ons  ( fo r  examp le ,  i n  t e rms  o f  human 

cap i ta l ) .  There fo re ,  F igu re  2  be low emphas ises  the impor tance o f  know ing  

the  reasons  fo r  ou tsou rc ing ,  t he  p ro jec t  l i f e  span, what  t o  de l i ve r  and  b y 

mon i to r i ng  mechan ism o f  sus ta in ing  the  se rv i ce .  

 

A l l  o rgan isa t i ons  wou ld  wan t  to  sa t i s f y t he i r  cus tomers  b y p rov id ing  e r ro r -

f ree  goods  and  se rv i ces  wh ich  a re  ‘ f i t  f o r  the i r  purpose ’ .  I f  t he  o rgan isat ion  

succeeds  i n  ach iev ing  th i s ,  t hen  i t  i s  g iv i ng  a  qual i t y advantage  to  the  

o rgan i sat i on  (Pyc ra f t  e t  a l .,  2005) .  Ine f fec t i ve  serv i ce  l eve ls  w i l l  cause the  

p rov ide r  to  ach ieve  the  wrong o r  un in tended  ob jec t ives  such  as  an  

un f r i end l y app l i ca t i on  s ys tem wh ich  w i l l  be  ve ry  d if f i cu l t  to  imp lemen t .  

Goo lsby and  Whi t low  (2003)  sugges t  t ha t  t he  bes t  way o f  avo id ing  these 

p rob lems  i s  b y i nc lud ing  a l l  the  qua l i t y  i n fo rmat ion  s tandards  in  t he  Reques t  

fo r  P roposa l  (RFP)  and u l t imate l y i nco rpo ra te  them in  t he  SLA men t i oned  in  

F igu re  2  be low.  

 

A  r i go rous  ana l ys i s  o f  the  response  to  t he  RFP b y the  p rov ide rs  (o r  buyers )  

i s  essent i a l  f o r  core  competency and capab i l i t y  anal ys i s  pu rposes .  A  core  

competency can  take  va r ious  fo rms ,  i nc lud ing  techn ica l  o r  sub jec t  mat ter  

know how,  a  re l i ab le  p rocess ,  o r  c lose  re la t i onsh ips  w i th  cus tomers  and  

supp l ie rs  (Mascarenhas ,  Bave ja ,  J ami l ,  1998) .  Modern  bus iness  theo r ies  

sugges t  t ha t  most  ac t i v i t i es  tha t  a re  no t  par t  o f  a company 's  co re  competency  

shou ld  be ou tsou rced .  I f  a  co re  competency y ie lds  a long term advantage  to   
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t he  company,  i t  i s  sa id  to  be  a  sus ta inab le  compet it i ve  advan tage  H i t t  et  a l . 

(2005) .  Th i s  i s  one the ways  o f  ensu r ing  that  an  outsou rc ing  re la t ionsh ip  i s  

s t rengthened  and  acco rd ing  to  H i t t  e t  a l . (2005) ,  ou tsou rc ing  can  be 

e f fec t i ve  because  few o rgan isat ions  possess  the  resources  and  capab i l i t i es  

requ i red  to  ach ieve  compet i t i ve  super io r i t y i n  a l l  p r imary and  suppor t  

ac t i v i t i es .  Th i s  means  that  a t  an  opera t i ona l  managemen t  l eve l ,  managers  

f rom both  ou tsou rc ing  o rgan i sat i ons  mus t  ensu re  appropr ia te  resources  such  

as  sk i l l s  and capab i l i t i es .  There fo re ,  w i thout  go ing  th rough  a  fo rmal  Reques t  

fo r  P roposa l  p rocess  and  due  d i l i gence  as  sugges ted b y Goo lsb y and  

Wh i t l ow  (2003) ,  the  impac t  o f  ou tsourc ing  i s  l i ke l y t o  have  nega t i ve  resu l t s .   

 

S imon (1960)  deve loped  a  s im i l a r  f ramework  to  Goo lsby and  Whi t l ow  (2003)  

wh ich  suppor ts  the  mode l  i n  F igu re  2  b y Goo lsb y and Wh i t l ow  (2003) ,  and 

 F igu re  2 :  Mode l  fo r  Po ten t i a l  Fa i l ed  Rela t ionsh ip   

 Sou rce :  Goolsb y and  Whi t low  (2003 :10 ) 
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wh ich  wou ld  ass is t  ou tsourc ing  o rgan i sa t i ons  i n  t hei r  dec is ion -mak ing  

p rocess .  Acco rd ing to  S imon  (1960)  the  dec is ion -making p rocess  cons is t s  o f  

t he  fo l l ow ing  phases ,  namel y,  t he  in te l l i gence ,  design ,  cho i ce ,  ac t ion ,  and 

eva luat ion  and mon i to r i ng  phases .  

 

The  i n te l l i gence  phase i s  fo r  p rob lem ident i f i ca t ion  o r  oppor tun i t y seek ing .  

In  t h is  phase  the env i ronment  i s  searched  fo r  c l ues that  may i den t i f y  

p rob lems  o r  oppor tun i t i es .  Th is  phase i s  t he  assessment  s tage  accord ing  to  

Goo lsby and  Whi t low  (2003) .  The  purpose  o f  the  in tel l i gence  phase  is  to  

bu i ld  and p repare  a  so l id  i n fo rmat iona l  p la t fo rm on wh ich  subsequent  

dec is ions  can  be  bu i l t .  In  t he  words  o f  M ino l i  (1995 :167) ,  t h is  requ i res  the  

“Deve lopment  o f  the  cu r ren t  IS  base l i ne  mode l ,  the  so -ca l l ed  p resen t  mode  

o f  opera t ions ” ,  wh i ch  can  be  used to  cons ider  o rganisat iona l  needs  and 

c i r cumstances ,  t he  IT  func t i ons ,  and the  IT  ou tsourc ing  phenomenon.  

 

The  des ign  phase i s  fo r  the  p lann ing o f  a l t e rnat i ve  so lu t i ons  and  invo l ves  

p rocesses  to  unders tand  the  p rob lem,  t o  genera te  solu t i ons ,  and  to  t es t  

so lu t i ons  fo r  feas ib i l i t y .  Du r ing  the  des ign  phase  the  cu r ren t  IT  i s  ana l ysed  

and  the  feas ib i l i t y  o f  ou tsou rc ing  es tab l i shed.  The fo l lowing  dec i s ion  

ac t i v i t i es  occur ,  namel y,  t he  e f fec t i veness  and  the e f f i c i ency o f  t he  IT  

depar tment  shou ld  be  eva luated  on  techn i ca l ,  opera tiona l ,  and  economic  

c r i t e r i a  (Dav is  and O lson ,  1985) .  The ana l ys i s  should  revea l  whe ther  o r  no t  

t here  i s  IT  a l i gnment  w i th  t he  ob jec t i ves  o f  t he  organ isa t ion .  I f  t he  

ex is tence  o f  the  IT  depar tmen t  o r  i t s  opera t ions  does  no t  add  va lue  to  the  

ob jec t i ves  o f  t he  o rgan i sa t i on ,  t hen  ou tsou rc ing  may be  an  a t t rac t i ve  op t i on .  

 

The  IT  ou tsou rc ing  op t ion  i t se l f  shou ld  be  eva luated  aga ins t  a  range  o f  

fac to rs  as  iden t i f i ed  by M ino l i  (1995) .  Facto rs  suppor t ing  IT  ou tsou rc ing  

i nc lude  cos t  sav ings  in  IT  personne l ,  serv i ce  improvements ,  IT  sk i l l s  no t  

cu r ren t l y ava i l ab le ,  and  f ree ing  up  s ta f f  f o r  more  s t ra teg i c  funct i ons .  

Fac tors  aga ins t  IT  ou tsou rc ing  inc lude  IT  func t ion  i s  t oo  c r i t i ca l  o r  
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s t ra teg i c ,  cos ts  sav ings  a re  d i f f i cu l t  t o  demonst rate ,  the  vendor  may be  

d i f f i cu l t  t o  manage o r  i s  unab le  to  meet  se rv ice  and cont rac tua l  goa l s .  

 

The  cho ice  phase (o r  s t ra tegy se lec t ion  phase)  i s  i nvo lved  w i th  se lec t i ng  an  

a l t e rnat i ve  o r  cou rse  o f  ac t i on  f rom those  ava i l ab le .  A  s t ra teg i c  se lec t ion  i s  

made whe ther  t o  ou tsou rce  to ta l l y ,  pa r t i a l l y  o r  i nsou rce .  Acco rd ing  to  F ink  

and  Shoeib  (2003)  i t  i s  impor tan t  to  dete rm ine  wh ich  s t ra tegy to  adopt ,  

because  the  dec is ion  maker  has  to  cons ide r  whether  o r  no t  IT  i s  core  to  

bus iness  success ,  con t ro l  can  be  ma in ta ined  over  IT wh i l e  shar i ng  i t  w i th  

ex terna l  vendors ,  l eve l s  o f  se rv i ce  can be improved,  se rv i ce  can  be  

de l i ve red  more f l ex ib l y,  and  new r i sks  can be managed.  

 

Act ion  phase revea l s  t he  weaknesses  o f  Goo lsb y and  Wh i t l ow  (2003)  mode l  

shown in  F igu re  2  above  where in  ac t i v i t i es  o f  t h i s  phase  a re  miss ing  in  

F igu re  2 .  Once  the  IT  ou tsourc ing  s t ra tegy has  been se lec ted ,  t he  

o rgan i sat i on  shou ld  take ac t i on  i n  respec t  o f  se lect ing  the  ou tsou rc ing  

vendor  and  manag ing  the  ou tsou rc ing con t rac t .  Acco rd ing  to  M ino l i  (1995) ,  

t here  a re  a  number  o f  dec i s ion  cr i t e r i a  a long wh ich po ten t ia l  vendors  shou ld  

be  eva lua ted .  They i nc lude  t rack  reco rd ,  suppor t  t al en t ,  reasonab leness  o f  

p r i c ing ,  f inanc ia l  s tab i l i t y ,  nego t ia ted  per fo rmance measurements ,  and 

ab i l i t y  t o  meet  on  o rgan isa t ion ’s  spec i f i c  c r i t e r i a.  To  a r r i ve  a t  a  su i tab le  

agreement ,  i t  i s  impor tan t  t ha t  an  app rop r ia te  p r i ce  be nego t i a ted  and  tha t  

bus iness  requ i remen ts  a re  de te rmined  and  commun ica ted  to  the  vendor  

(C rone,  1992) .  Fu r the rmore ,  se rv i ce  l eve ls  shou ld  be  negot i a ted ,  the  

cont rac t  pe r iod  be  de termined,  and  prov i s i ons  be  made  fo r  w i thd raw ing  f rom 

the cont rac t  and hav ing  i t  ex tended .   

 

Eva lua t i on  and  mon i to r i ng  phase -  Ca l l aghan (1993 :125)  s ta tes  that ,  

“Wi thout  a  f ramework  that  a l lows  fo r  regu la r  rev iews,  a  feedback  

mechan ism and  mon i to r ing  o f  p rogress ,  you  a re  no t  des t ined  fo r  a  smooth  

j ou rney” .  The  eva lua t ion  o f  IT  ou tsou rc ing  shou ld  focus  on  i t s  ou tcomes 

such  as  improvemen t  i n  se rv i ce  l eve ls  and  qua l i t y of  p roducts  and  se rv i ces ,  
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and  cos t  reduct i ons .  An assessment  shou ld  a l so  be  made  whether  o r  no t  the  

ou tsou rced  IT  funct ion  meets  o rgan i sa t i ona l  and  management  ob jec t i ves  and  

whether  the  ques t ion  o f  redundan t  s ta f f  has  been  sat i s fac to r i l y  reso lved.  The  

eva luat ion  and  mon i to r ing  o f  the  IT  ou tsou rc ing  p rojec t  shou ld  be  ca r r i ed  

ou t  b y management  s ince  they a re  the  ones  w i th  t he  necessary au tho r i t y t o  

en ter  i n to  and va ry ou tsou rc ing  ar rangements .  

 

The  bes t -p rac t i ce  recommendat i on  and  key fo r  a  success fu l  ou tsou rc ing  

re la t i onsh ip  i s  fo r  bu yers  t o  t ake  s teps  to  avo id  the  a t t i t udes  and  though t  

p rocesses  ind i ca ted  i n  the  Has te  Makes  Waste  Model  fo r  Poten t i a l  Fa i l u re ,  

as  i l l us t ra ted  i n  F igu re  2 .   

 

S tone  (2003)  d iv ides  the  ou tsou rc ing  cyc le  i n to  four  pa r t s ,  namel y,  sourc ing  

s t ra tegy,  eva luat ion  and  se lec t ion ,  deve lop ing  and  nego t i a t ing  dea l s ,  and 

sou rc ing  managemen t .  In  each  o f  t he  fou r  phases ,  t he re  a re  spec i f i c  human 

cap i ta l  management  ac t i v i t i es  tha t  need  to  be comple ted  when c reat i ng  an  

ou tsou rc ing  a r rangement .  S tone ’s  (2003)  f ramework  is  s im i l a r  t o  t ha t  o f  

S imon (1960)  and  as  such  the  spec i f i c  ac t i v i t i es  t ha t  need  to  be comp le ted  

have  a l read y been  exp la ined  i n  sec t i on  4  above.  The combinat i on  o f  the  

above  men t ioned  bes t  p rac t i ces  o f  Goo lsby and  Whi t low  (2003) ,  ou tsou rc ing  

f ramework  o f  S imon  (1960)  and  tha t  o f  S tone  (2003)  w i l l  enab le  the 

researcher  t o  recommend  an  idea l  model  fo r  t he  pub li c  o rgan isat ions  w i th in  

t he  Eas te rn  Cape government .   .  

 

2 .5  R ISKS ASSOCIATED WITH OUTSOURCING 

 

Ambrose ,  Maure r  and  Dreyfuss  (2004)  s ta tes  that  when  us ing  an  ex terna l  

se rv i ce  p rov ide r  (ESP)  to  de l i ve r  IT  and  IT -enab led se rv ices ,  assume 

add i t iona l  r i sks  i nheren t  in  ex te rna l  sou rc ing .  Key to  t he  success  o f  t he  

per fo rmance  o f  sou rc ing  re la t ionsh ips ,  and  u l t ima tel y t he  va lue  de l i ve red  

v ia  t hose  se rv i ces ,  i s  in  unders tand ing  and  manag ing  r i sk .  A  key goa l  i s  to  

avo id ,  reduce ,  t rans fe r  o r  e l im inate  r i sks  that  can a f fec t  a  bus iness .  R isk  
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assessment  i s  one o f  the  ou tcomes o f  a  sourc ing  s t ra tegy;  however ,  

o rgan i sa t i ons  o f ten  on l y focus  on  r i sks  when  they are  se lec t ing  the  r i gh t  

se rv i ce  to  ou tsou rce ,  choos ing  the  r i gh t  supp l i e r  of  the  ou tsou rced  se rv i ce  

and  deve lop ing  the cont rac t  fo r  de l i ver i ng  that  se rv i ce .  R i sk  assessment  and  

r i sk  mi t i ga t i on  mus t  be  add ressed  ac ross  a l l  f ou r  phases  o f  t he  sou rc ing  l i fe  

cyc le ,  i f  r i sks  a re  to  be  e f fec t i ve l y managed  (Ambrose et  a l .,  2004) .  

 

 

 

 

 

 

 

 

 

 

 

T yp i ca l  p rob lems ou t l i ned  b y Goo lsby and  Whi t low  (2003)  a re  the  

fo l lowing ,  namel y,  t ha t  bu yers  mak ing  poo r  j udgmen t usua l l y man i fes t  

t hemse lves  i n  impac ts  su r round ing  ine f fec t i ve  se rv ice  l eve l  spec i f i ca t i ons ,  

underes t ima ted  va lue  ach ievab le  i n  the  re la t ionsh ip,  o r  p rov ide  se lec t i on  

based  so le l y on  a  p r i o r  ex is t ing  re la t ionsh ip .   

 

Impac ts  f rom a l l  th ree  o f  t hese  p rob lems  resu l t  in  l ess- than -opt imal  va lue  

f rom the  re la t i onsh ip .  In  add i t i on ,  each  i s  l i ke l y t o  end  i n  con t rac t  re-

nego t i a t i ons  as  was  w i tnessed  i n  a  N ike  aga ins t  i2  case  (Regan i ,  2004) .  

 

There  a re  as  many po ten t i a l  bene f i t s  f rom outsou rc ing  as  the re  a re  po ten t i a l  

r i sks  assoc ia ted  w i th  ou tsou rc ing .  Accord ing  to  Tompk ins  (2004) ,  fou r  

majo r  r i sks  i n  ou tsou rc ing  can  be  ca tego r ised  i n to  the  fou r  s tages  o f  

ou tsou rc ing  namely,  ou tsourc ing  s t ra tegy:  t he  p rocess  o f  dete rm in ing  

whether  o r  no t  to  ou tsource  and,  i f  so ,  what  to  ou tsou rce,  ou tsourc ing  

Figure  3:  Sourc ing  L i fe  Cyc le  

Sou rce :  Ambrose et  a l .,  (2004:1)  
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se lec t ion :  t he  p rocess  o f  f ind ing  and  eva luat i ng  poten t i a l  ou tsourc ing  

par tne rs ,  ou tsou rc ing  imp lementa t ion :  t he  re la t ionsh ip  be tween  ou tsou rc ing  

par tne rs  i s  de f i ned  and  es tab l i shed,  and  ou tsou rc ing management :  t he  

mon i to r i ng  and evo lu t i on  o f  the  ongo ing  ou tsou rc ing re la t ionsh ip .  

 

Each  o f  the  abovement ioned s tages  has  the i r  own  un ique  set  o f  r i sks .  In  

add ress ing  these  r i sks  o rgan i sat i ons  w i l l  go  a  long way to  mak ing  the  

bene f i t s  o f  ou tsourc ing  a  rea l i t y (Tompk ins ,  2004) .  

 

Ou tsou rc ing  s t ra tegy r i sks  can  be  summar ized  as  those that  w i l l  have  long-

te rm e f fec t s  i n  o rgan isat ions .  Such  r i sks  a re  de f i ned  b y Tompk ins  (2004)  as  

fo l lows:  

 

�  outsou rc ing  undes i rab le  funct ions  ve rsus  the ones  that  p rov ide 

grea tes t  compet i t i ve  advantage ,  no t  c l ea r l y  de f i n ing  goa l s  and 

ob jec t i ves  be fo re  s ta r t ing  the  ou tsou rce  p rocess ,  no t  es tab l i sh ing  an  

e f fec t i ve  in terna l  base l i ne  to  measure  p rov ide rs  aga ins t ,  inc lud ing  

cos ts ,  se rv i ce ,  and  va lue  adds ,  ou tsourc ing  i n  t he  in ternat i ona l  market  

w i thout  in ternat i ona l  opera t ions  exper ience ,  

�  i nadequate  bus iness  case  deve lopment  fo r  t he  ou tsourc ing  dec i s ion ,  

mak ing  the  dec is ion  to  ou tsou rce  w i thout  comp le te  in fo rmat ion  on  

i n te rna l  cos ts  and  processes ,  no t  cons ider ing  the impact  o f  

ou tsou rc ing  on  o ther  funct i ons  and  areas  o f  r i sk  such  as  

env i ronmenta l  and regu la to r y fac to rs ,   

�  l ack  o f  unders tand ing  the  human  re la t i ons  and  employmen t  l aw 

requ i remen ts  fo r  an  ou tsou rc ing  i n i t i a t i ve ,   

�  announc ing  ou tsourc ing  be fo re  su f f i c i en t  deta i l s  have  been  f ina l i sed ,  

c rea t i ng  mora le  i ssues ,  and  

�  l ack  o f  r i sk  ana l ys i s  and r i sk  assessmen t  p lann ing . 

 

Ou tsou rc ing  se lec t ion  r i sks  can  be  summar ized  as  ensu r ing  enough  resources  

to  e f fec t i ve l y manage  the  vendor  se lec t i on  p rocess , no t  hav ing  the  p roper  
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i n te rna l  sk i l l  se t  t o  e f fec t i ve l y manage  the  se lec tion  p rocess ,  no t  

unders tand ing  or  leve rag ing  the  bene f i t s  a  Reques t  fo r  In fo rmat ion  (RFI )  

can  have  i n  na r row ing  the  po ten t i a l  p rov ider  f i e l d  be fo re  en te r ing  the 

Reques t  fo r  Proposa l  (RFP)  p rocess ,  no t  cas t i ng  one’s  net  w ide l y enough  fo r  

po ten t i a l  p rov iders  o f  the  se rv i ce  and  thus  miss ing good  cand idates ,  no t  

i nvo l v ing  a  va r i e t y o f  pe rspect i ves  i n  t he  se lec t i on  p rocess ,  poo r l y  

deve loped  and  documented  se rv i ce  o r  p roduc t  spec i f ica t i ons ,  inaccu ra te  

cos t i ng  o f  assets  tha t  w i l l  be  t rans fe r red  to  the  serv i ce  o r  p roduc t  p rov ider ,  

no t  do ing  bus iness  and  f i nanc ia l  due  d i l i gence  on  po ten t i a l  p rov ide rs ,  

i nsu f f i c i en t  knowledge  o f  se rv i ce  p rov ide r  capac i t y l im i ta t ions ,  and  mak ing  

the  se lec t ion  p rocess  a  persona l  ra the r  than  a  commerc ia l  dec i s ion  

(Tompk ins ,  2004) .  

 

Ou tsou rc ing  imp lementa t i on  r i sks  can  be  summar ized  as  no t  es tab l i sh ing  an  

ou tsou rce  re la t ionsh ip  that  has  su f f i c i en t  f l ex ib i li t y  t o  dea l  w i th  bus iness  

f l uc tuat ions ,  in i t i a t ing  an  agreement  w i th  a  se rv ice  prov ide r  tha t  l im i ts  

f l ex ib i l i t y  i n  t he  fu tu re ,  hav ing  an  un rea l i s t i c  t ime l i ne  fo r  any o f  t he  s teps  

o f  t he  ou tsou rce  process  inc lud ing  s ta r t  up ,  poo r  imp lementa t i on  p lann ing  

w i th  respect  t o  t im ing  o f  t rans i t ion  to  se rv ice  p rov ide r  and  demands on  the 

o rgan i sat i on ,  underes t imat i ng  the t ime  requ i red  to  nego t i a te  a  Serv i ce  

Agreemen t ,  no t  fu l l y  de f i n ing  an  employee  t rans i t i on  p lan ,  no t  ge t t i ng  the 

opera t i ona l  i ssues  reso lved in  t he  Serv i ce  Agreement  be fo re  mov ing  i n to  the  

l ega l  aspec ts  o f  t he  agreemen t ,  i nadequate  p lann ing concern ing  in fo rmat ion  

s ys tems  and  i n te r fac ing  w i th  t he  se rv i ce  p rov ider ,  i nsu f f i c ien t  techno logy  

deve lopment  be fo re  imp lemen ta t i on ,  and  no t  t ra in ing the  p rov ide r  on  c r i t i ca l  

e lements  o f  t he  compan y p roduct  l i ne  o r  se rv i ce  expecta t ions  (Tompk ins ,  

2004) .  

 

Ou tsou rc ing  management  r i sks  can  be  summar ized  as  no t  cons ider ing  the 

fu l l  impact  o f  an  ou tsou rc ing  agreemen t  on  a  company’s  f i nanc ia l  cond i t i on ,  

l ack  o f  in te rna l  communicat i on ,  l ack  o f  i ncent i ves  fo r  p rov ide r  con t i nuous  

improvemen t ,  no t  es tab l i sh ing  mul t ip l e  touch  po in t s between  the  company 
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and the  p rov ider ;  l ack  o f  a  con t ingency p lan  fo r  major  d i s rup t ions  a t  the  

se rv i ce  p rov ide r ,  no t  pu t t i ng  a  fu l l  communicat i on  p lan  in to  e f fec t  i nc lud ing  

esca la t ion  p rocesses ,  regu lar l y schedu led  meet i ngs , rev iew per iods ,  and  

emplo yee  communica t i on ;  do ing  a  poo r  job  managing  expecta t ions  a round  

the go - l i ve ,  expect i ng  too  much  f rom a  prov ide r  in  t he  ear l y months  a f te r  

go - l i ve ,  neg lec t i ng  to  “ f lex ”  the  ou tsou rce  re la t ionsh ip  as  ou tsource  

requ i remen ts  evo lve ,  lack  o f  a  fo rmal  “ l essons  l earned”  roundtab le  on  

ou tsou rc ing  in  genera l  and,  spec i f i ca l l y,  es tab l i shed  ou tsou rce  re la t ionsh ip  

(Tompk ins ,  2004) .  

 

The  p rocess  o f  Ou tsou rce  S t ra tegy,  Se lec t i on ,  Imp lemen ta t i on  and  

Management  i s  c r i t i ca l  t o  ach iev ing  success  f rom outsourc ing .  Avo id ing  the  

r i sks  p resented  v ia  a  robus t  ou tsou rc ing  p rocess  w il l  s i gn i f i can t l y con t r i bu te  

to  the  ab i l i t y  t o  rea l i se  the  bene f i t s  o f  ou tsou rc ing .  Inves t ing  t ime  and 

resource in  t he  des ign  and  dep loymen t  o f  a  p roven ou tsou rce  p rocess  w i l l  

he lp  avo id  t he r i sks  o f  ou tsou rc ing  (Tompk ins ,  2004) .  

 

2 .6    THE IMPACT OF BEST PRACTICES IN  OUTSOURCING  

ARRANGEMENTS   

 

In  t h is  sec t ion ,  bes t  p rac t i ces  in  ou tsou rc ing  re lat i onsh ips  w i l l  be  d iscussed.  

Th i s  w i l l  p rov ide gu ide l i nes  o r  e f fo r t s  t o  ach ieve  s tandard i sa t ion  and 

cen t ra l i sa t ion .  Wi th  these  bes t  p rac t i ces  the  focus i s  on  the  h igh -va lue  o f  

t he  ou tpu t  o r  ou tcome.  

 

Acco rd ing  to  Goo lsb y (2003)  i t  i s  a  g i ven  tha t  an  ou tsou rc ing  se rv ice  

p rov ide r  needs  to  know how to  o rgan ise  and manage  it s  pe r fo rmance  fo r  

max imum e f fec t  in  ach iev ing  the  bu yer ’ s  des i red  ou tcomes.  However ,  

Goo lsby (2003:1 )  s ta tes  that  “ i n  an  env i ronment  where  in fo rmat ion  

techno logy ( IT )  i s  c l ea r l y  a  key fac to r  in  cos t -e f fec t i ve ,  e f f i c i en t  

pe r fo rmance  and  i nnovat ion ,  bes t  p rac t i ces  a re  no  longer  jus t  s ta t i c  

gu ide l i nes  o f  measurement  o r  e f fo r ts  to  ach ieve  s tandard i sa t ion  and  
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cen t ra l i sa t ion ” .  Bes t  p rac t i ces  demons t ra te  t he  best  i n  bo th  p rac t i ca l  and 

i nnovat i ve  ways  to  work  together  to  accompl ish  bus iness  ob jec t i ves  such  as  

capac i t y-bu i ld i ng ,  match ing  resource supp l y l eve l s  w i th  demand ,  t eamwork  

app roach  i n  imp lementa t ion ,  change  management  and  go- to -market  

s t ra teg ies ,  respond ing  to  cu r ren t  t rends  and/o r  emerg ing  i ssues ,  respond ing 

to  new oppor tun i t i es ,  and  co l l abora t ing  to  enhance  the va lue i n  ou tcomes. 

  

As  i s  ev idenced  i n  t he  case  s tud ies  ou t l i ned  b y Goolsb y (2003) ,  the  

v iewpo in t  t ha t  bes t  p rac t i ces  a re  the respons ib i l i ty  o f  t he  prov ide r  i s  no  

l onger  a lways  app l i cab le .  “Teamwork , ”  respond ing  and  “co l l abo ra t i ng , ”  as  

no ted  in  t he  paragraph above,  requ i re  bes t  p rac t i ces  to  be  p rac t i ced  as  a  

j o i n t  e f fo r t .  Somet imes they a re  even in i t i a ted  and under taken by the  bu yer .  

 

Bes t  p rac t i ces  are  no t  ends  in  themselves ,  fo r  they a re  on l y one  component  

o f  charac te r i s t i cs  tha t  fos te r  h igh -va lue ,  endur ing ou tsou rc ing  re la t ionsh ips .  

Never the less ,  t he i r  h igh - impact  va lue i n  an  ou tsou rc ing  a r rangement  cannot  

be  taken  fo r  g ran ted  fo r  the i r  i n f luence  ex tends  wel l  beyond  the immedia te  

funct i ons  they touch .  Thus ,  i t  i s  imperat i ve  that  a buyer ’ s  due  d i l i gence  

du r i ng  the  p rov ider -se lec t ion  p rocess  emphas ises  and  de te rmines  a  serv i ce  

p rov ide r ’s  repu ta t ion  fo r  an  opera t ing  “s t y l e ”  tha t embraces  and imp lemen ts  

bes t  p rac t i ces  a t  every s tep  o f  t he  way (Goo lsb y,  2003) .  

 

Cohen  (2003)  sugges t  t ha t  fo r  bo th  pub l i c  and  pr i vate  o rgan i sat i ons  to  ge t  

and  sus ta in  t he  bes t  ou tsou rc ing  dea l ,  they have  to ob ta in  the  necessary 

competenc ies  to  deve lop  robus t  sourc ing  s t ra teg ies  that  map  to  bus iness  

requ i remen ts ,  and deve lop  the  competenc ies  to  de l i ve r  a  comb inat ion  o f  

i n te rna l l y and  ex te rna l l y p rov ided  se rv i ces  seamless ly .  Cohen ’s  (2003)  

asser t i ons  a re  i n  agreement  w i th  H i t t  e t  a l . (2005)  and  Burnes  and 

Anas tas iad i s  (2003)  and  Cohen  (2003)  fu r ther  s ta te  that  fo r  t hese  p rac t i ces  

to  be  success fu l ,  app rop r i a te  sk i l l s ,  behav iou rs ,  processes  and  measurement  

schemes  a re  requ i red .  Cohen  (2003)  p r i o r i t i se  s t ra teg i c  and  c reat i ve  

co l l abo ra t i on  between  the  ou tsourc ing  par t i es  and  because  o f  t he  s t ra teg ic  
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na tu re  o f  t he  re la t i onsh ip ,  bus iness  l eaders  are  deemed  to  be  key i n  t he  

success  o f  t hese re la t i onsh ips .  

 

2 .7 OUTSOURCING BY PUBLIC ORGANISATIONS 

 

Th i s  sec t ion  exp la ins  the  un ique fea tures  o f  ou tsourc ing  in  pub l i c  

o rgan i sat i ons .  Pub l i c  sec to r  ou tsourc ing  compar i sons ,  reasons ,  t ypes  and  

d isadvantages  w i l l  be  d iscussed.  

 

2 .7 .1 BACKGROUND 

 

When  a  government  se rv i ce  i s  p r i va t i sed  or  ou tsou rced ,  the re  i s  a  concu r ren t  

l oss  o f  con t ro l  over  the  everyday de l i ve r y o f  tha t  serv i ce  (Lawther ,  2004) .  

The  change  f rom manag ing  emp lo yees  w i th in  a  pub l i c  sec to r  t o  

admin is te r i ng  a  con t rac t  may requ i re  mon i to r i ng  and rev iew techn iques ,  data  

co l l ec t i on ,  and  e f fo r ts  to  reso lve  new k ind  o f  p roblems 

 

E lse  (2002)  s ta te  tha t  i t  i s  on l y i n  a  f i nanc ia l  and/o r  serv ice -de l i ver y c r i s i s  

t ha t  governmen t  o rgan i sa t i ons  en te r ta in  an  ou tsourcing  op t i on .  E l se ’s  (2002)  

ana l ys i s  o f  ou tsou rc ing  ment i oned  above  is  no t  adequate  s ince  i t  on l y  

cons ide rs  ou tsou rc ing  on  f inanc ia l  g rounds  and  i s  also  reac t i ve  to  c r i s i s  

s i tua t ions  ra the r  than cons ider ing  i t  as  a  s t ra teg ic  impera t i ve  and the  

adop t ion  o f  a  p roac t i ve  app roach  to  o rgan i sat i ona l  s i t ua t i ons .  Scard ino  and  

Ambrose  (2003)  s t rengthens  the  a rgument  by s ta t i ng that  “government  

o rgan i sat i ons  must  l ook  a t  f i nanc ia l  v i ab i l i t y ,  f l ex ib i l i t y ,  vendor  ab i l i t y  t o  

ach ieve  economies  o f  sca le  and  to  manage  se rv i ce  l eve l  agreements ,  p rocess  

matu r i t y and  the ab i l i t y  t o  innova te  when  eva luat ing  ex te rna l  se rv ice  

p rov ide rs  fo r  ou tsou rc ing  engagements ” .   

 

Ou tsou rc ing  o f  IT  se rv i ces  has  been  found  to  be a  st ra teg i c  way o f  

con t rac t i ng  ou t  fo r  se rv i ces  espec ia l l y  t hose  re la tionsh ips  that  a re  en tered  

i n to  be tween  the  pub l i c  and  p r i va te  sec tors  (Baum,  2002) .  The  re la t ionsh ips  
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be tween pub l i c  and p r i va te  sector  o rgan isat ions  favou r  the  es tab l i shmen t  o f  

con f idence in  pub l i c  o rgan isat i ons  and  the es tab l i shment  o f  the  

i n f ras t ruc tu re  fo r  a  l ong- term perspec t i ve  and  w in -w in  success  in  t e rms  o f  

bus iness  and  overa l l  government  goa ls  (Baum,  2002 ;  Goo lsby and  Wh i t l ow,  

2003) .  

 

Ou tsou rc ing  the  prov i s ion  o f  t rad i t iona l l y pub l i c l y p rov ided  serv i ces  has  

become commonp lace  in  most  i ndus t r ia l i sed  nat i ons  (J ensen  and S tonecash ,  

2005) .  However ,  the  essence  o f  th is  research  has  p rec ise l y been  cap tu red  by  

Jensen and  S tonecash  (2005)  when  they advance a rgumen ts  fo r  and aga ins t  

ou tsou rc ing  and  then  ex amine  the  emp i r i ca l  ev idence per ta in ing  to  whether  

an y observed sav ings  occu r  and  whether  t hey pers is t over  t ime .  J ensen  and  

S tonecash ’s  (2005)  research  resu l ts  show that  ou tsou rc ing  lowers  

governmen t  expend i tu re  by l ower ing  wages ,  con f i rm  the sav ing  o f  cos ts  and 

an  i ncrease  i n  serv ice  qua l i t y.  

 

Mer r i f i e l d  (2006)  i s  no t  cor rec t  when he  s ta tes  that  government  regu la t ions  

a re  a  major  d r i ve rs  o f  ou tsourced jobs .  Goo lsby and Wh i t l ow (2003) ,  F ink  

and  Shoe ib  (2003)  and  H i t t  e t  a l . (2005)  have  a l l  c i ted  cos ts ,  l ack  o f  co re  

competenc ies  and  capab i l i t i es  as  the  key d r i ve rs  o f ou tsou rc ing .  There fore ,  

many au tho rs  such  as  those  men t i oned above  use  empir i ca l  ev idence  that  IT  

ou tsou rc ing  i s  cons ide red  on  opera t iona l  g rounds  rather  t han  government  

regu la t i on .  Mer r i f i e l d  (2006)  fu r the r  s ta tes  that  temporary emp loymen t  i s  an  

op t ion  that  avo ids  some o f  the  cos ts  assoc ia ted  w i th  t hese  regu la t i ons ,  bu t  

ou tsou rc ing  to  a  deve lop ing  count r y p rov ides  add i t iona l  sav ings .  The  

asser t i on  by Mer r i f i e l d  (2006)  tha t  ou tsou rc ing  p rov ides  cos t  sav ings  i n 

deve lop ing  count r ies  i s  i naccura te  s ince  Feens t ra  and  Hanson  (1996)  and 

Brown  (2006)  con tend  that  t h is  i s  a  wor ldwide  phenomenon .  However ,  

Mer r i f i e l d  (2006)  agrees  w i th  Drucker  (1999)  t ha t  ou tsourc ing  i s  one  o f  the  

ways  o f  downs iz ing  o r  r i gh t -s iz i ng  and  as  such  i ncreases  e f f i c i ency and  

reduces  cos ts  in  pub l i c l y funded ins t i tu t i ons .  
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With in  t he  Sou th  A f r i ca ,  a  deve lop ing  count ry,  and  i n  pa r t i cu la r  in  the  

Eas te rn  Cape  con tex t ,  t he  NDPSA (2006)  has  emphas ised  tha t  the  

depar tment ’s  co re  ob jec t i ves  need  to  be  ach ieved ,  hence  man y depar tmen ts  

have op ted  to  ou tsou rce  the IT  serv ices  to  S ITA based on  regu la to ry  

imperat i ve  such  as  those  men t ioned  i n  regu la t i on  I II  C  o f  t he  Pub l i c  Serv i ce  

Regu la t ion  (2001)  and  suppor ted  by Mer r i f i e ld  (2006) .  Because  o f  t hese  

mandato ry  requ i rements  ment i oned above,  i t  i s  incumbent  upon  the  

governmen t  depar tments  t o  imp lement  t hese  l eg is la t ive  p rov is i ons  so  as  to  

u l t imate l y ach ieve the  super io r  se rv i ce  de l i ve r y qua l i t y  so  des i red .  I t  i s  

t h rough  th is  pu rsu i t  o f  exce l l en t  se rv i ce  de l i ve r y t ha t  va r i ous  pub l i c  

o rgan i sat i on  th ink  o f  IT  ou tsourc ing  as  one  the  ways  o f  ach iev ing  the i r  

goa l s  by engag ing  the  se rv i ces  o f  o rgan isat ions  l i ke  S ITA.  

 

Ou tsou rc ing  w i th in  t he  pub l i c  sec to r  means  that  publ i c  managers  must  adop t  

new ro les  to  remain  techn ica l l y co r rec t .  These ro les  have  p roved  to  be  qu i te  

a  cha l l enge  cons ider ing  the  number  o f  t enders  wh ich have  ended  up  i n  t he  

South  Af r i can  cour t s  and  newspapers .  Fo r  an  ex amp le,  the  Eas te rn  Cape  

schoo l  feed ing  scheme has  been  embro i l ed  in  l i t i ga ti ons  because  o f  the  

tender ing  p rocesses  wh ich  have  no t  gone  acco rd ing  to  regu la t ions  (DOE 

Annual  Repor t ,  2006) ;  and the  Home A f fa i rs  F inger  pr in t i ng  s ys tem has  no t  

ye t  been  imp lemen ted  because  o f  the  lack  o f  sk i l l  needed  wi th in  th is  

depar tment  (Cashmore ,  1996) .  

 

The  dec i s ion  to  ou tsou rce  shou ld  take  p lace on l y a ft e r  t he  comp le t i on  o f  a  

t ho rough  s tud y i dent i f y i ng  po ten t ia l  cos t  sav ings  or  ex i s t i ng  pub l i c  

emplo yees  shou ld  be  ass i s ted  i n  e f fo r t s  to  i ncrease e f f i c i ency and  se rv i ce  

qua l i t y as  par t  o f  t h is  dec is ion  (Lawther ,  2004) .  If  a  government  agency  

does  no t  recogn ise  the  need  to  change  the tasks  and ac t i v i t i es  o f  the  

remain ing  managers ,  and  to  p rov ide  app rop r ia te  t ra in ing  to  ensu re  that  they  

per fo rm at  the  h ighes t  t echn i ca l  l eve l ,  then  e th i cal  commi tment  i s  l essened ,  

and a  dec rease in  se rv i ce  qua l i t y i s  t he  l i ke l y resu l t .  
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2 .7 .2 PUBLIC VERSUS PRIVATE SECTOR COMPARISON OF 

OUTSOURCING 

  

Osborne  and  Gaeb le r  (1992)  iden t i f y t h ree  fo rms  o f  compet i t ion  that  make  

e f fec t i ve  ou tsou rc ing  feas ib le ,  name l y,  pub l i c  ve rsus  p r i va te :  a  pub l i c  

agency competes  w i th  one  o r  more  p r i va te  f i rms  to  de l i ve r  a  pub l i c  serv i ce  

o r  func t ion  ( fo r  an  ex ample ,  Land  Bank  and  the  Commerc ia l  Banks  in  the  

f i nanc ing  o f  commerc ia l  fa rmers  o r  S ITA compet ing  wi th  IT  p r i va te  

compan ies  to  p rov ide IT  se rv ices  on  beha l f  o f  the  pub l i c  o rgan i sat i ons) ;  

p r i va te  ve rsus  p r i va te :  t h is  fo rm o f  compet i t ion  can be def i ned as  the p r i va te  

f i rms compete  w i th  one  another  t o  de l i ver  a  pub l i c  se rv ice  o r  func t ion  ( fo r  

an  example ,  S tandard  Bank  and  F i rs t  Na t i ona l  Bank  hand l i ng  o f  government  

f i nances  and  ac t ing  as  pay po in t  fo r  governmen t  pens ions) ;  and  pub l i c  

ve rsus  pub l i c :  two  o r  more  pub l i c  agenc ies  o r  government  depar tments  

compete  to  de l i ve r  a  pub l i c  serv i ce  o r  func t i on  ( for  an  ex amp le ,  Nat i ona l  

P rosecut ing  Autho r i t y (NPA)  and Depar tment  o f  Sa fe ty and  Secur i t y (SAPS)  

i n  the  c r ime prevent ion  se rv i ce ) .  

 

Osborne  and Gaeb ler  (1992)  asser t  t ha t  b y a l lowing  pub l i c  sec to r  

o rgan i sat i ons  to  compete  fo r  ou tsou rc ing  cont rac ts  has  improved  the  mora le  

o f  pub l i c  sec to r  emplo yees  and  has  g i ven  them the  oppor tun i t y t o  

demonst ra te  t ha t  they can  compete  w i th  t he  p r i va te  secto r .  

 

Dubber l y (1998)  s ta tes  i n  a  case  s tudy o f  a  pub l i c  l i b rar y  ac t i v i t y t ha t  was  

ou tsou rced to  a  p r i va te  sec to r  o rgan isa t i on  that  the  government  en t i t i es  can 

bene f i t  t remendous l y f rom outsourc ing  the i r  non -core  serv ice  to  t he  p r i va te  

secto r .  He  emphas i ses  the  fac t  t ha t  p r i va te  secto r  o rgan isat ions  pu t  more  

emphas is  on  p ro f i t s  o r  ou tcomes.  A l though  pub l i c  o rgan isat ions  pu rpose  o f  

ex is tence  i s  fo r  non -p ro f i t ,  e f f i c i ency and  e f fec t ive  qua l i t y se rv i ce  i s  what  

i s  expected  f rom them by an y count ry ’ s  c i t i zens .  Dubber l y (1998)  adv ises  

the pub l i c  sec to r  tha t  they mus t  l ook  to  p r i va te  ente rpr i se ,  s i nce they have  

much  more  f l ex ib i l i t y  i n  bu ying  goods  and  se rv i ces  ( fo r  ex ample ,  supp l i es  
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ar r i ve  overn igh t  in  p r i va te  o rgan isat ions ,  no t  in  a fo r tn igh t  as  i n  pub l i c  

o rgan i sat i ons ) .  There fo re ,  the  ou tsourc ing  re la t ionsh ip  be tween  pub l i c  and 

p r i va te  sector  o rgan i sa t i ons  i s  h igh l y recommended  and  encouraged,  

espec ia l l y i n  tha t  i t  bene f i t s  the  pub l i c  sec to r  more  than the  p r i va te  sector  in  

t e rms o f  se rv i ce  qua l i t y.   

 

Bu rnes  and  Anas tas iad i s  (2003)  agree  w i th  Dubber ly  (1998)  about  the  

encouragement  wh ich  shou ld  be g i ven  to  pub l i c  o rgani sat i on  i n  en te r ing  in to  

ou tsou rc ing  re la t ionsh ips  w i th  p r i va te  o rgan isat ions .  They be l i eve  that  a  

re la t i onsh ip  w i th  the  p r i va te  o rgan isat ion  w i l l  add va lue ( t ha t  i s ,  in  t e rms  o f  

se rv i ce  qua l i t y)  t o  pub l i c  o rgan i sa t ions .  Tha t  v i ew was  bo rne  by the  fac t  

t ha t  i n  the  case  s tudy o f  t he  p r i va te  compan y i t  was  found  tha t  the  

company’s  po l i cy  s ta ted  that  i t  wou ld  on l y manage  and  be  i nvo l ved  i n  d i rec t  

se rv i ce  de l i ve r y.  Bu rnes  and  Anas tas iad i s  (2003)  bel i eve  tha t  t he  pub l i c  

sec to r  demonst ra te  bes t  p rac t i ce  bet te r  than p r i va te  o rgan isat ions  in  as  fa r  

as  con f l i c t  reso lu t ion  o f  ou tsou rc ing  re la t ionsh ip  i ssues   i s  concerned,  

because  the  pub l i c  o rgan isat ions  have  to  be cons is ten t ,  f a i r  and  fo l l ow  

p roper  p rocedures  as  the i r  ac t i ons  a re  sub jec t  to  pub l i c  scru t i ny and 

espec ia l l y b y the  med ia .  

 

2 .7 .3 DISADVANTAGES AND ADVANTAGES OF OUTSOURCING IN 

PUBLIC ORGANISATIONS 

 

The  fo l lowing  a re  r i sk y s i t ua t i ons  tha t  need  to  be  avo ided  o r  managed  by  

pub l i c  o rgan i sat i ons ,  name ly,  t ha t  Burnes  and  Anas tas iad is  (2003)  c i t es  the  

p rob lem tha t  pub l i c  o rgan i sat i on  have a  tendency to manage  b y the  book  and 

ho ld  supp l i e rs  t o  t he  con t rac t  ra the r  t han  work ing  w i th  them to  improve 

what  was  spec i f ied ;  and  H i rsche im  (1997)  s ta tes  that  t he  r i sk  o f  

re l i nqu ish ing  cont ro l  o f  In fo rmat ion  Sys tems ( IS )  is  too  h igh  and  the  pub l i c  

se rv i ce ’s  in fo rmat ion  secu r i t y becomes  vu lnerab le .  
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 One o f  the  main  advan tages  o f  ou tsou rc ing  i s  tha t  i t  a l lows o rgan isat ions  to  

focus  more  t ime  on  the i r  co re  bus iness  and  co re  competenc ies  (Bu rnes  and  

Anas tas iad i s ,  2003) .  However ,  i f  pub l i c  o rgan isat ions  shou ld  concent ra te  

so le l y on  co re  competenc ies  and  ex c lude  va lue  add ing  in i t i a t i ves ,  then  they  

w i l l  be  m iss ing  the bene f i t s  o f  ou tsourc ing .  

 

2 .8 RELATIONSHIP MANAGEMENT  

 

In  t h is  sec t ion  the au thor  w i l l  focus  on  se rv i ce  p rov ide r  and the  ou tsou rcer  

( fo r  an  ex ample  the government  depar tment )  re la t ionsh ip .  A  cons ide ra t i on  o f  

t he  success fu l  ou tsou rc ing  re la t ionsh ips  w i l l  be  d iscussed  and  what  

ou tsou rcers  can  do  to  ensure  the  sus ta inab i l i t y  o f  t he i r  c l i en t  re la t ionsh ip .  

In  t h is  regard  SLA w i l l  be  examined a t  l eng th .  

 

2 .8 .1 BACKGROUND  

 

I t  i s  impor tan t  t o  no te  that  i n  an y re la t ionsh ip  where  peop le  a re  invo lved,  

i ssues  o f  emot ions  w i l l  emerge  and  acco rd ing  to  Webb  and  Laborde  (2005)  

ou tsou rc ing  i s  an  emot iona l  dec is ion ,  espec ia l l y  for  t he  f i rs t  t ime  

ou tsou rcer ,  and  the  success  o f  an outsou rc ing  a r rangemen t  depends  grea t l y  

on  the  success  o f  the  c l i en t / vendor  re la t ionsh ip .  

 

In  emphas i s ing  the  impor tance  o f  ou tsou rc ing  re la t ionsh ips ,  Webb  and  

Laborde  (2005)  agrees  w i th  N iven (2006)  when  they sta te  t ha t  the  a t ten t i on  

o f  bo th  the  ou tsourcer  and  the  c l i en t  i s necessar i l y  focused  on  the  c l i en t ’s  

cus tomers  and  the i r  sa t i s fac t i on .  There fo re ,  t he  pub l i c  sec to r  has  to  make 

su re  the c i t i zens  a re  happy w i th  t he  serv ice  de l i ver y o f fe red .  

 

Acco rd ing  to  Kap lan  and  Nor ton  (1996)  the  ba lanced sco recard  sugges t  tha t  

t he  o rgan i sat i on  be v iewed  f rom four  pe rspect i ves ,  and  to  deve lop  met r i cs ,  

co l l ec t  data  and  ana l yse  i t  re la t i ve  to  each  o f  t hese  perspect i ves ,  name ly,  

cus tomer ,  f i nanc ia l ,  i n te rna l  bus iness  p rocesses  and  lea rn ing  and  growth  
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perspect i ves .  Th is  s t ra teg i c  impera t i ve  i s  ve ry impor tan t  fo r  the  l eadersh ip  

o f  each  par t y t o  be  we l l  acqua in ted  w i th  the  i n te rna l  opera t i ons  o f  the i r  

o rgan i sa t i ons .  Otherw ise ,  ou tsou rc ing  be ing  used  as a  s t ra teg i c  ex erc ise  w i l l  

be  f ru i t l ess .  

 

The  sen t iments  exp ressed  above  by N iven  (2006)  and Kap lan  and  Nor ton  

(1996)  a re  in  agreement  w i th  t hose  o f  Goo lsby and  Wh i t l ow (2003)  when  

they s ta te  t hat  today’s  bu yers  and  p rov iders  o f t en  en ter  in to  soph is t i ca ted  

ou tsou rc ing  a r rangements  t hat  cap tu re  add i t i ona l  value b y c rea t ing  a  new 

revenue  s t ream,  o r  ga in -shar ing  f rom innovat ions ,  so  that  bo th  par t i es  

bene f i t  f rom the i r  e f fo r t s  and  a l i gned i n te res ts .  Goo lsby and  Whi t l ow  (2003)  

recommend  that  bo th  the  bu yer  and  the  p rov ide r  o f  the  se rv i ce  o r  p roduct  

mus t  rea l i se  that  i t  i s  i n  t he  bes t  i n te res t  o f  bo th  par t i es  that  the  

re la t i onsh ip  be tween  them succeeds .  Hence,  t hey sugges t  t ha t  cen t ra l  t o  the  

SLA the re  shou ld  be  a  sp i r i t  o f  pos i t i ve  energy c rea ted  that  w i l l  enab le  the  

emplo yees  to  tack le  t he i r  t asks  w i th  en thus iasm and an  unders tand ing  o f  the  

“b ig  p i c tu re ” .  

 

F rom the  o rgan isa t i on ’s  pe rspec t i ve ,  cus tomer  re la ti onsh ip  management  i s  to  

acqu i re  more  know ledge  abou t  the  cus tomers  (Kap lan  and  Nor ton ,  1996) .  

Th rough  th is  p rocess ,  the  o rgan i sat ion  w i l l  unders tand no t  on l y how and  

when to  commun ica te  w i th  t he  cus tomer ,  bu t  how to  pu t  the i r  p ropos i t ion  

i n to  the  contex t  o f  t he  cus tomer 's  l i fe  and va lues  (Evans ,  2006) .  There fore ,  

t hose pub l i c  o rgan i sat i ons  w ish ing  to  c reate  o r  deve lop  a  re la t i onsh ip  w i th  

t he  ex te rna l  vendors  such  as  S ITA have  to  be  p roacti ve  and  unders tand  that  

a l l  success fu l  re la t i onsh ips  a re  “ rec ip roca l ,  managed ,  mon i to red  and  

main ta ined ”  (Zwass ,  2006) .  

 

McGar ry (2006) ’s  app roach  to  cus tomer  re la t i onsh ip  management  (CRM)  

seems  re levant  to  reso l v ing  ou tsou rc ing  p rob lems  men t i oned  above .  She  

no tes  that  bus inesses  w i l l  on l y succeed i f  t hey deve lop  an  in -depth  

unders tand ing  o f  t he i r  cus tomers  and  the i r  needs .  She  agrees  w i th  H i t t  e t  a l . 

Chapter 2 – Literature Review 



 

 
 Page 37 of 88 

(2005)  when  she  s ta tes  that  CRM i s  a  s t ra tegy wh ich he lps  bus inesses  to  

ensu re  tha t  t hey have  wel l -de f i ned  p rocesses  a round the i r  cus tomers  that  a re  

ex ecuted  cons i s ten t l y ac ross  the  o rgan i sat i on . 

 

The  mere  fac t  tha t  t he re  i s  a  dec i s ion  taken  to  ou tsou rce  o r  to  engage  the 

se rv i ces  o f  an  ex te rna l  vendor  qua l i f i es  as  s t ra tegi c  (Tompk ins ,  2004) .  

Hence,  Cohen (2002)  agrees  w i th  Baum (2002)  when she s ta tes  that  s t ra teg ic  

sou rc ing  must  be  pred i ca ted  on  a  bus iness  case  that inc ludes  a  s t ra tegy fo r  

ach iev ing  des i red  ou tcomes ( i nc lud ing  t rans fo rmat iona l  ones )  w i th  

t imel i nes ,  de l i ve rab les ,  fund ing ,  managemen t  and the k ind  o f  consensus  

requ i red  to  sus ta in  a  l ong- te rm re la t ionsh ip ,  even  a f te r  t he  sourc ing  dec is ion  

i t se l f  i s  made.  These  asser t ions  by Cohen (2002)  are  a lso  suppor ted  by  

P yc ra f t  et  a l . (2005)  where in  an  emphas is  on  i nput - t rans fo rmat ion-ou tpu t  

s ys tem (see  F igu re  1  above)  i s  p laced  a t  the  cent re o f  t he  ou tsou rc ing  

re la t i onsh ips .  

 

Wi th  t he  re la t i onsh ip  ( tha t  i s ,  in  t e rms  o f  rec ip roc i t y,  management ,  

mon i to r i ng  and  ma in tenance)  o f  t he  ou tsou rc ing  o rgan isat ions  managed 

p roper l y b y bo th  par t i es ,  i t  i s  ver y  much  i ncumben t upon  the  par t i es  to  

main ta in  t he  repos i t o ry o f  t h is  knowledge .  A  ba lance  o f  supp l y and  demand 

re la t i onsh ip  shou ld  be  main ta ined so  as  to  rea l i se  the  long- te rm bene f i t s  o f  

t h is  c l ien t -cus tomer  re la t ionsh ip .  Th is  repos i to ry o f  i n fo rmat ion  w i l l  be  

u t i l i sed  by bo th  par t i es  and such  shar ing  has  the  po ten t ia l  fo r  oppor tun is t i c  

o r  exp lo i ta t i ve  behav iour .  Long- te rm,  mutua l l y benef i c ia l  re la t ionsh ips  are  

the bas i s  o f  shar ing  (Zwass ,  2006) .  

 

To  be  su re  o f  t he  e f fec t i ve  ou tsou rc ing  re la t ionsh ips ,  the  ou tsourc ing  

par tne rs  shou ld  take  t ime  and  e f fo r t  t o  bu i l d  the  re la t ionsh ip  (Kob yla rz ,  

2001) .  In  emphas is ing  the  above  men t ioned  v iew Kob yla rz  (2001)  sa id ,  

“bus iness  ex ecut i ves must  p lan  how and where  the  ou tsou rce  par tne r  f i t s  

i n to  the  overa l l  bus iness .  Th is  p lan must  be commun ica ted  to  a l l  employees  

and  re in fo rced  w i th  i ncent i ves .  Lack  o f unders tand ing  and  incen t i ves  o f ten  
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l eads  emplo yees  to  fee l  th reatened .  The  resu l t  can be  a  l ack  o f  

communicat ion  and cooperat ion  w i th  the  ou tsou rce  par tne r  wh ich  de feats the  

goa l s  o f  t he  par tnersh ip ”  (Kobyla rz ,  2001) .  Commun ica t i on  and coopera t ion 

be tween  a  c l i en t  and  the i r  ou tsou rcer  a l l ow  fo r  the fo rmat ion  o f  mutua l  

respec t  and unders tand ing ,  qua l i t i es ,  wh i ch  can  grea t l y i nc rease  the  

sus ta inab i l i t y  o f  an  ou tsou rc ing re la t ionsh ip .  F ina l l y,  Webb  and  Laborde  

(2005)  remind  everyone  tha t  an y ou tsou rc ing  re la t ionsh ip  i s  a  “ two-way 

s t ree t ”  ( t ha t  i s ,  t he  commun icat i on  mus t  be rec ip rocated ) .  

 

2 .8 .2 SERVICE LEVEL  AGREEMENTS (SLAS)  FOR OUTSOURCING  

RELATIONSHIPS 

 

In  t h is  sec t ion ,  t he  d i scuss ion  w i l l  i nvo l ve  the  serv i ce  l eve l  agreements  

en tered  in to  between  IT  vendors  and c l i en ts .  Fundamenta l  t o  ou tsou rc ing  i s  

t he  no t ion  o f  qua l i t y  o f  se rv i ce ,  wh ich  i s  de f ined b y Serv i ce  Leve l  

Agreemen ts  (SLAs)  between  the  IT  vendors  and  c l i en ts .   

 

An  impor tan t  mechan ism fo r  managing  the per fo rmance o f  ou tsou rc ing  

vendors  i s  i ncen t i ve  cont rac t s .  Acco rd ing  to  Kweku-Muata  and Oje lank i  

(2006)  the  con t rac tua l  a r rangemen t  shou ld  i nc lude  ident i f i ab le  o r  

measurab le  mi l es tones  wh ich  must  be  honoured  o r  reached  b y each  

o rgan i sat i on  in  t ha t  par t i cu lar  re la t ionsh ip ;  o therwise  fa i l u re  to  reach  the 

benchmark ing  wou ld  be  met  w i th  c lea r l y  de f i ned  sanct ions .  Th i s  t ype  o f  

benchmark ing  shou ld  be  i nco rpo ra ted  i n  each  o rgan isa t ion ’s  ba lanced  sco red  

as  i s  sugges ted  by Kap lan  and  Nor ton  (1996) .  Th i s  then  prov ides  an  

oppor tun i t y  fo r  t he  IS  manager  o r  Head  o f  Depar tment  (HOD)  to  quan t i fy  

r i sks  and  bene f i t s .  However ,  methods  and  too l s  fo r  ana l ys ing  and  

quan t i f y i ng  ou tsourc ing  r i sks  that  IS  managers  have a t  t he i r  d i sposa l  a re  

rud imenta ry (Kweku-Muata  and Oje lank i ,  2006) .    

 

The  SLA shou ld  a t t empt  to  add ress  a l l  amb igu i t ies  at  an  ear l y s tage ,  so  that  

i ssues  such  as  asse t  va lue  and  esca la t i on  o f  cos ts  do  no t  ge t  ou t  o f  hand .  
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Proper  p lann ing  and  cont ro l  o f  what  shou ld  be  in  the  SLA w i l l  y i e ld  pos i t i ve  

resu l t s  i f ,  as  sugges ted  b y P yc ra f t  et  a l . (2005) ,  t he  ac t i v i t i es  o f  the  supp l i e r  

a re  reconc i l ed  w i th  t hose o f  t he  demand ing  par t y.  Tha t  i s ,  w i t h in  th is  

ou tsou rc ing  re la t ionsh ip ,  the  supp ly  o f  p roducts  and  se rv i ces  shou ld  be  

ba lanced  w i th  the  demand  fo r  p roducts  and  se rv i ces . Hence ,  Goo lsby and  

Wh i t l ow  (2003)  emphas ise  the  p lann ing  imperat i ve  by s ta t ing  “ i t  i s  bet te r  to  

have  ga thered  asset  va lue  f i gu res  up  f ron t ,  t han  to dea l  w i th  hu rd les  on  the  

back  end  once  the cont rac t  i s  i n  p lace w i th  i nco r rec t  data ” . 

 

2 .8 .3 SERVICE LEVEL  AGREEMENT BEST PRACTICE 

METHODOLOGY 

 

To  deve lop  a  se t  o f  e f fec t i ve  bus iness-based  se rv i ce  l eve l  agreements  

(SLAs) ,  Maure r ,  Scard ino  and  Young (2004)  adv i ses  that  o rgan i sat i ons  mus t  

use a  p resc r ibed  serv ice - l eve l  se lec t ion  methodo logy based  on  c la r i t y,  r i go r  

and  cons i s tency.  The  se lec t ion  methodo logy i nc ludes,  namel y,  func t i ons ,  

ac t i v i t i es ,  se rv i ce  leve l  components ,  and  se rv i ce  leve l  examples .  

 

F rom funct i ons  perspect i ve ,  p roduct ion  suppor t  i nc ludes  app l i ca t i ons  that  

a re  requ i red  fo r  ensu r ing  that  s ys tems  p roduce  the  expec ted  resu l ts ,  on l i ne  

app l i ca t ions  funct ion  as  requ i red  and  batch  p rocesses  a re  comple te  as  

schedu led .  User  suppor t  inc ludes  ac t i v i t i es  fo r  ensu r ing  tha t  user  ques t i ons  

a re  answered,  p rob lems  are  researched  and  overa l l  ass is tance  i s  p rov ided  fo r  

users  to  pe r fo rm the i r  jobs .  Ma in tenance  and  enhancement  reques ts  a re  

changes  to  es tab l i shed  app l i ca t ions ,  p rocesses  o r  job  cont ro l  p rocedures  and 

new app l i ca t i on  deve lopmen t .  S imp le  reques ts  ( fo r  example ,  c reat ing  an  ad  

hoc  repo r t )  tha t  may on l y t ake  a  few hours  to  p roduce  wou ld  be  cons idered  

main tenance  and  enhancement  reques ts ,  and  t racked  acco rd ing l y (Mare r  e t  

a l . ,  2004) .  

 

Es t imat i ng  and  consu l t ing  — Est imat ing  inc ludes  a l l t asks  and  t ime 

assoc ia ted  w i th  dete rm in ing  the  l eve l  o f  e f fo r t  assoc ia ted  w i th  l a rge  o r  
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smal l  p ro jec ts .  Consu l t i ng  i s  inc lus ive  o f  tasks  and  t ime  assoc ia ted  w i th  

respond ing  to  a  user  suppor t  reques t  ou ts ide  the  rou t ine  suppor t  fo r  the  

funct i ons  de f ined above .  Cont i nuous  improvement  — oppor tun i t i es  t o  

improve,  upgrade  o r  re -eng ineer  p rocedures ,  methodolog ies  o r  p rograms.  

Management  con t ro l  — the  exchange  o f  in fo rmat ion  to ensu re  tha t  

management  i s  aware  o f  cu r ren t  s ta tus  and  fu tu re  d irec t ions .  The  

communicat ion  veh i c les  fo r  t h is  are  goa l -o r i en ted  measuremen t -based 

repo r t i ng  (Mare r  et  a l. ,  2004) .  

 

F rom a  se rv i ce  leve l  components  perspect i ve ,  t h is  is  i den t i f y i ng  and 

de f i n ing  se rv i ce  leve l  key componen ts .  Requ i rement  as  d i rec ted  b y the  

o rgan i sat i on  and  per fo rmed  b y the  ESP,  qua l i t y as  an  ex press ion  o f  the  

re la t i onsh ip  between  qua l i t y  and  p r i o r i t y,  assumpt ions  and  se rv i ce  rec ip ien t  

and  serv i ce  p rov ide r  respons ib i l i t i es  t o  cap tu re  the  expec ted  and  presumed  

s ta te  o f  opera t ions  and  h igh - l eve l  ro les  and  respons ib i l i t i es  o f  each  par t y t o  

t he  agreement ,  measurement  fo rmula  to  spec i f y t he  fac to rs  t ha t  w i l l  

cons is ten t l y be  used  to  a r r i ve  a t  an  ob jec t i ve  conclus ion ,  da ta  sou rces  to  

spec i f y  t he  acceptab le  sou rces  o f  in fo rmat ion  fo r  use  i n  t he  measurement  

fo rmula ,  and  pena l t ies  and  incen t i ves  to  d r i ve  the  des i red  behav io r  f rom the  

se rv i ce  prov ide r  (Mare r  et  a l. ,  2004) .   

 

2 .9 MANAGEMENT RESPONSIBIL IT IES  OF EXTERNAL SERVICE  

PROVIDERS 

 

Ambrose  and  Underwood  (2004)  s ta ted  tha t  when  o rganisat ions  dec ide  to  

ou tsou rce ,  they t rans fer  opera t i ona l  respons ib i l i t y fo r  de l i ve r i ng  one  or  

more  in fo rmat ion  techno logy ( IT )  se rv i ces  to  ex te rna l  serv i ce  prov ide rs  

(ESPs) .  Ye t ,  an  o rgan i sa t i on  may no t  have  the  competenc ies  to  manage  a  

s ing le  se rv i ce  p rov ider ,  l e t  a lone mul t i p l e  ESPs and  in terna l  resou rces .  

 

Chapter 2 – Literature Review 



 

 
 Page 41 of 88 

Ambrose  and  Underwood  (2004)  i den t i f i ed  n ine key managemen t  

respons ib i l i t i es  t ha t  must  be  addressed whe ther  one i s  managing  a  s ing le  

supp l ie r  o r  mu l t i p le  supp l i e rs  and  these  a re  descr ibed as  fo l lows:  

 

�  Program Managemen t ma in ta ins  overa l l  con t rac t  con t ro ls  and 

mon i to rs  change  over  t ime.  I t  f ocuses  on  manag ing  the s t ra teg i c  and 

change  ac t i v i t i es  re la ted  to  se rv i ce  sou rc ing ,  cover ing  bo th  i n te rna l  

and  ex te rna l  de l i ve r y  sou rces  in  a  mu l t i sou rced  port fo l i o .  P rogram 

management  p rov ides  v is ib i l i t y  ac ross  p ro jec ts  and  se rv i ces ,  and 

addresses  the in te rdependenc ies  among se rv i ce  p rov ide rs .   

 

�  Per fo rmance  managemen t ensu res  adherence  to  pe r fo rmance 

s tandards  and  commi ts  to  improv ing  per fo rmance.  Perfo rmance  

measures  a re  c r i t i ca l  to  the  success  o f  managing  IT se rv i ces ,  bu t  

requ i re  a  p lan  fo r  cap tur ing ,  ana l yz ing ,  repo r t i ng  and  improv ing  

se rv i ce  per fo rmance .  Per fo rmance managemen t  es tab l ishes  the 

app roach  and  p rocesses  to  oversee  how a se rv ice  p rov ide r ’s  

pe r fo rmance  matches  the  commi tments  in  i t s  se rv ice -l eve l  agreement .  

Per fo rmance  management  shou ld  be app l i ed  to  se rv ice p rov ide rs  

whether  t he  serv i ce  i s  sou rced  i n te rna l l y o r  ex terna l l y.  

 

�  St ra tegy  managemen t a l i gns  the  IT  o rgan i sat i on  w i th  the  compan y’s  

bus iness  s t ra tegy.  I t  ensu res  that  t he  de l i ve r y o f  IT  se rv ices  fo l lows 

the de f ined  bus iness ,  IT  and  sou rc ing  s t ra tegy.  I t  ex t rac ts  on  a  

regu la r l y schedu led  bas is  t he  changes  i n  t he  bus iness  s t ra tegy f rom the  

IT  o rgan isa t ion ’s  bus iness  counte rpar t s  and  manages the  IT  and  

sou rc ing  s t ra teg ies  to  respond  to  bus iness ,  marke t  and  techno logy 

changes .  S t ra tegy management  va l ida tes  the sou rc ing bus iness  case 

and  ensu res  tha t  va lue  measures  o f  sou rc ing  per fo rmance  meet  

company va lue requ i rements . 
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�  Demand  managemen t main ta ins  a  cons i s ten t  app roach  and 

s tandard ized  p rocesses  fo r  mee t ing  the  demands o f  the  IT  

o rgan i sat i on ’s  in terna l  cus tomers .  I t  f ocuses  on  cus tomer  sa t i s fac t i on  

and  ensu res  the  adequa te  de l i ve ry  o f  IT  t o  meet  customer  needs .  I t  

does  so  th rough  a t ten t i ve  managemen t  o f  cus tomer  p rio r i t i es  and 

adherence to  re l i ab le  cus tomer  de l i ve ry  met r i cs .  I t p r i o r i t i zes  cus tomer  

requ i remen ts  and  manages  the  f low o f  demand  f rom inte rna l  and 

ex terna l  bus iness  and  IT  sou rces .  

 

�  Serv i ce  managemen t ensu res  the  success fu l  de l i ver y o f  con t rac ted  IT  

se rv i ces .  Most  l i ke l y,  t he  se rv i ce  prov ide rs  w i l l  be  respons ib le  fo r  

managing  the  sou rced  de l i ve r y f unct i ons .  Serv i ce  management  

oversees  se rv i ce  de l i ve ry  ac t i v i t i es  cover ing  the  se rv ice  po r t fo l io  f rom 

opera t i ona l  p ro jec ts  (suppor t ,  main tenance and  p roblem managemen t )  

t o  change  p ro jec t s  ( t rans fe rs ,  ex i t s  and  t rans i t ion) .  

 

�  Finance  managemen t add resses  the  f i nanc ia l  imp l i ca t ions  o f  se rv i ce  

de l i ve r y.  I t  f ocuses  on  the  f inanc ia l  ac t i v i t i es  in t he  sourc ing 

po r t fo l io ,  such  as  se rv i ce  fund ing ,  p r i c i ng ,  in te rna l  chargebacks ,  

f i nanc ia l  assessmen ts ,  and  p r i ce  and  per fo rmance  benchmark ing .  I t  

ensu res  that  t he  o rgan i sa t i on  rea l i zes  a l l  o f  t he  financ ia l  imp l i ca t i ons  

o f  t he  sou rc ing  cont rac t s .  

 

�  Human  resou rce  managemen t ove rsees  the  peop le - re la ted  i ssues  and  

p rocesses  res ident  i n  t he  sou rc ing  management  o rganisat ion .  I t  

p rov ides  change  management ,  t ra in ing  and  rec ru i tment ,  and  re ta ins  

o rgan i sat i on  competenc ies  and des ign .  

 

�  Rela t i onsh ip  managemen t ensu res  that  the  o rgan isa t ion  and  i t s  

se rv i ce  p rov ide rs  ach ieve  the  s t ra teg i c  ob jec t i ves  o f  t he i r  sou rc ing 

agreements  wh i l e  main ta in ing  the  long- te rm na tu re  of  the i r  es tab l i shed 

sou rc ing  re la t i onsh ip .  I t  measures  the a l i gnmen t  o f ob jec t i ves ,  makes  
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su re  adequate  re la t i onsh ip  cont ro ls  a re  i n  p lace,  and  d r i ves  the  serv i ce  

re la t i onsh ips  to  ach ieve  a  ba lance  between  t rus t  and  cont ro l  ac ross  a l l  

se rv i ce  p rov ide rs  and  the  compan y.  

 

�  Lega l  management ove rsees  a l l  sou rc ing- re la ted  cont rac t  deve lopment 

and  con t rac t  admin i s t ra t i on  ac t i v i t i es .  These  inc lude  se rv i ce  scope  and  

de l i ve r y mode l  changes  tha t  may be  requ i red  as  a  resu l t  o f  ongo ing  

changes  i n  t he  market ,  changes  to  the  o rgan i sat i on ’s  bus iness  needs  

and  changes  i n  t echno logy.  Lega l  management  a l so  iden t i f i es  l ega l  

r i sks  that  may a r i se  du r i ng  the sourc ing  a r rangement .  

 

Key ou tcomes  o f  a l l  these  p rocesses  a re  ongo ing  change  managemen t ,  the  

i nc lus ion  and  rea l i za t ion  o f  i nnovat i on ,  and  the  assurance  o f  de l i vered  

se rv i ces  tha t  add va lue to  you r  o rgan isa t ion .  

 

2 .10  INTEGRATING THE MANAGEMENT OF KEY PROCESSES 

 

Each o f  the  above  ment i oned p rocesses  must  be  present  in  an y ou tsou rc ing  

re la t i onsh ip  and  app l i ed  ac ross  mu l t i p l e  p rov ide rs . V is ib i l i t y  o f  t hese 

p rocesses  across  mul t ip le  supp l ie rs  i s  accompl ished on l y when  the 

mul t i sou rced  o rgan isat ion  fo l lows  an  in tegra ted  approach  to  management  

ac ross  se rv i ce  p rov iders .   

 

C reate  an  i n tegra ted  approach ,  namely,  deve lop  a  mul t i sou rced  managemen t  

s t ra tegy and  accompan ying  s tandards  to  manage  mul t ip l e  supp l i e rs ;  fo rm 

govern ing  bod ies  (commi t tees )  t ha t  i den t i f y  and  oversee  s tandards -based  

approaches  to  the  methods  used  in  deve lop ing  cont rac t s ,  pe r fo rmance  

met r i cs ,  va lue  re tu rn  measures  and in terac t ions  ac ross  mul t ip l e  supp l ie rs ,  

c rea te  a  sourc ing  o f f i ce  that  se rves  as  a  competency cen t re  fo r  sourc ing  

management  s tandards  and  p rocesses ,  and has  dec is ion  au tho r i t y fo r  

oversee ing  serv i ce  p rov ide rs ;  use  a  p rocess  map  to  a l i gn  key p rocesses  w i th  
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management  func t ions ,  between  se rv ice  p rov iders  and be tween  the company 

and i t s  se rv i ce  prov ide rs  (Ambrose and  Underwood,  2004) .   

 

The  p rocess  map can  then  be  used to  iden t i f y key p rocess  i n te rac t i ons  

be tween  se rv i ce  prov iders ,  c r i t i ca l  p rocess  hando f fs ,  key po in t s  o f  po ten t ia l  

con f l i c t  and  fa i l u re ,  and  redundanc ies  i n  p rocess  managemen t ;  c reate  a  

sou rc ing  managemen t  mat r i x  t ha t  iden t i f i es  key p rocesses ,  key p rocess  

owners  and  the  resources  that  have management  respons ib i l i t y  fo r  t hose  

p rocesses ;  and  es tab l i sh  a  sou rc ing  managemen t  dashboard  that  p rov ides  an  

i n tegra ted  v iew across  a l l  se rv i ce  p rov iders ,  b y serv i ce  l ine ,  o f  t he  key 

opera t i ona l  and bus iness  per fo rmance measures  (Ambrose  and Underwood,  

2004) .  

 

2 .11 SUMMARY  

 

I t  has  become apparent  t ha t  in  o rder  fo r  ou tsou rc ing to  be  success ,  i t  

requ i res  e f fec t i ve  leadersh ip .  Outsou rc ing  i s  regarded  as  a  s t ra teg i c  too l  t ha t  

i s  be ing  used  b y managers  i n  a  ques t  fo r  t he  ach ievement  o f  sus ta inab le  

above  average  re tu rns .  Ambrose  and  Underwood  (2004) i den t i f i ed  n ine  key  

management  respons ib i l i t i es  tha t  must  be  add ressed  i n  t h i s  regard ,  and  these  

were  p rogram managemen t ,  pe r fo rmance ,  s t ra teg ic ,  demand,  se rv ice ,  

f i nanc ia l ,  human  resource ,  re la t i onsh ip ,  and  l ega l  management .  

 

In  add i t ion ,  t he  pub l i c  o rgan i sat i on  managers  have to  be we l l  capac i t a ted  to  

dea l  e f fec t i ve l y w i th  the  new ro les  o f  assess ing  the  impac t  o f  ou tsou rc ing  

emplo yees ,  mon i to r i ng  r i sks  assoc ia ted  w i th  ou tsou rc ing  re la t i onsh ips  and  

management  o f  t he  who le  ou tsou rc ing  p rocess  (e .g .  con t rac t s  o r  se rv i ce  

l eve l  agreements ) .  Bo th  the  pub l i c  and  p r i va te  secto r  can  l ea rn  a  g rea t  dea l  

f rom each  o ther  in  t e rms o f  t he  way ou tsou rc ing  re la t ionsh ip  shou ld  be  

hand led ,  even  more  so  fo r  them to  engage  each  o ther i n  ou tsourc ing  

par tne rsh ips .  
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St rengthen ing  o f  the  SLAs  b y us ing  p roper  methods  and  too ls  w i l l  save  the  

management  f rom be ing  abso rbed  i n  nega t i ve  s i tua t ions  that  can  be  ou t  o f  

con t ro l .  There fo re ,  fa i lu re  t o  ach ieve  the des i red  end  resu l ts  can  l ead to  the  

cos t  p roh ib i t i ve  p rocess  o f  t e rm inat i ng  an  unsuccess fu l  re la t ionsh ip  and  

f i nd ing  another  serv ice  p rov ide r .  To  deve lop  a  se t  o f  e f fec t i ve  bus iness -

based  se rv i ce  l eve l  agreements  (SLAs) ,  Maure r ,  Scard ino  and  Young (2004)  

adv i ses  tha t  o rgan i sat i ons  mus t  use a  p resc r ibed serv i ce- l eve l  se lec t ion  

methodo logy wh ich  i s  based  on  c lar i t y ,  r i go r  and  cons is tency.  The  se lec t i on  

methodo logy i nc ludes ,  name ly,  Funct i ons -  de f i n ing  func t iona l  app l i ca t ion  

ca tego r ies  that  w i l l  be  measured ,  Act i v i t i es  — c lea r l y desc r i b ing  ac t i v i t i es  

i n  t he  func t iona l  app l i ca t ion  catego r ies ,  Serv i ce - leve l  componen ts — 

ident i f y i ng  and def i n ing  se rv i ce  l eve l  key components ,  and Serv i ce - l eve l  

examples — ident i f y i ng  common serv i ce  l eve ls  seen  in  va r i ous  ou tsou rc ing  

engagements .  

 

Goo lsby and  Whi t low  (2003)  sugges ted  the fo l low ing  f ramework  that  w i l l  

ass is t  o rgan isa t ions  in  the i r  dec is ion  mak ing  p rocess ,  name ly,  t he  

i n te l l i gence  phase f o r  p rob lem ident i f i ca t i on  or  oppor tun i t y seek ing , t he  

des ign  phase fo r  the  p lann ing  o f  a l t e rnat i ve  so lu t i ons ,  the  cho ice phase (o r  

s t ra tegy se lec t i on  phase)  i s  invo lved  w i th  se lec t ing  an  a l te rnat i ve  o r  course  

o f  ac t i on  f rom those  ava i l ab le ,  Act ion  phase revea ls  t he  weaknesses  o f  

Goo lsby and  Wh i t l ow  (2003)  model  shown  in  F igu re  2  above  ( tha t  i s ,  

ac t i v i t i es  o f  th i s  phase  a re  miss ing i n  F igu re  2 ) ,  and  eva lua t i on  and  

mon i to r ing  phase a l l ows  fo r  regu lar  rev iews ,  a  feedback  mechan ism and  

mon i to r i ng  o f  p rogress . 

 

S tewar t  (2005)  s ta tes  tha t  re l i ab le  i ndus t r y research  sugges ts  tha t  the  way to  

w in  and  re ta in  bus iness - to -bus iness  (B2B)  cus tomers i n  today 's  h igh l y  

compet i t i ve  marketp laces  i s  to  g ive  them qua l i t y serv i ce  de l i vered  w i th  

pass ion ,  ra the r  than  focus  excess ive l y  on  pr i ce .   
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3. CHAPTER 3 – METHODOLOGY 
 

 

Th i s  chapte r  p rov ides  an  overv iew o f  t he  s t ra tegy tha t  was  used  to  conduc t  

t he  research  and  co l l ec t  data  necessary t o  answer  the  research  ques t i ons  as  

ou t l ined  i n  Chapter  1  ( i . e .  in  t he  i n t roduc t i on  chapte r ) .  In  essence,  t h is  

chapte r  w i l l  cons is t  o f  fou r  main  par ts ,  name ly,  wha t  t he  researcher  i s  

i n tend ing  to  do  ( i . e .  a ims  and  goa l s  o f  t he  research ) ,  desc r ip t i on  and  

j us t i f i ca t i on  o f  the  research  des ign  ( i .e .  pa rad igm,  research  method,  data  

co l l ec t i on ,  and  da ta  ana l ys i s ) ,  desc r i p t i on  o f  the  research  p rocedure  

fo l lowed,  and f i na l l y a  b r i e f  summary o f  the  research  des ign  and  procedure.  

The  chapte r  conc ludes  by acknow ledg ing  de l im i ta t ions  and  l im i ta t ions  o f  t he  

s tudy.  

 

3 .1 RESEARCH AIMS AND GOALS 

 

The  a im  o f  th i s  research  i s  to  eva luate  the p rocess and  impac t  o f  ou tsou rc ing 

i n fo rmat ion  techno logy ( IT )  se rv i ces  o f  Eas te rn  Cape Treasury Depar tment  

(ECTD)  to  S ta te  In fo rmat ion  Techno logy Agency (S ITA) .  

 

Th i s  a im  wi l l  be  ach ieved  b y add ress ing  the  fo l lowing  research  ques t i ons ,  

namely:   

 

(1 )   How d id  they go  about  ou tsourc ing?   

(2 )   Was  i t  a  s t ra teg ic  dec is ion  o r  no t  and i f  so ,  was  i t  an  approp r ia te   

    s t ra teg i c  dec i s ion?   

(3 )   D id  S ITA he lp  re f ine  the de f ined  need?   

(4 )   D id  Eas te rn  Cape  Treasury Depar tment  (ECTD)  choose  an  

approp r ia te  pa r tne r?   

(5 )   Does  S ITA have the  capab i l i t y  t o  p rov ide  the  se rv i ce?   

(6 )   A re  SLA ta rge ts  c lea r  and reasonab le?   
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(7 )   What  has  been  done  to  manage  the re la t i onsh ip  and how e f fec t i ve   

has  i t  been?  Bo th  the  d ra f t i ng  o f  t he  cont rac t  and i n  i t s  

imp lementa t ion  w i l l  be  cons idered .   

(8 )   Has  the re  been  imp lemen ta t i on  acco rd ing  the  cont rac t  and  SLA?  

(9 )   How and  what  benchmarks  were  used  in  t he  ou tsou rc ing  process?  

 

3 .2 RESEARCH PARADIGM 

 

The  research  parad igm adopted  i s  a  cons t ruc t i v i s t  app roach (Guba and  

L inco ln ,  1994)  because i t s  main  concern  i s  t he  o f f ic i a ls ’  exper ience ,  tha t  i s ,  

Eas te rn  Cape  T reasu ry Depar tment  (ECTD)  and  S ITA,  of  t he  IT  ou tsou rc ing  

i n  t e rms  o f  t he  p rocess  and  imp lementa t i on .  The on to log i ca l  pos i t ion  

adop ted  assumes  tha t  t he  rea l i t y  i s  mu l t ip l e .  When  eva luat i ng  a  par t i cu la r  

p ro jec t  f rom S ITA ’s  s ide  and ECTD’s  s ide  the answers  a re  expected  to  be  

d i f fe ren t  bu t  t he  researcher  w i l l  have  ga ined  a  more  comprehens ive  

perspect i ve  o f  t ha t  pa r t i cu la r  p ro jec t  (Van  der  Mesch t ,  2002) .    

 

3 .3 RESEARCH METHOD 

 

Th i s  s tudy makes  use  o f  t he  eva luat i on  research  method .  The  eva lua t ion  

research  t ype  chosen  i s  assessmen t  o f  p rogramme e f fec t i veness  and 

e f f i c i ency sugges ted  b y Ross i  and  Freeman  (1993) .  Th i s  t ype  o f  eva lua t i on  

focuses  on  the  degree  to  wh ich  a  p rogramme p roduces the  des i red  ou tcomes .  

The  impact  assessment  gauges  the  ex ten t  to  wh ich  a  p rogramme causes  

change  in  t he  des i red  d i rec t ion .  

 

There  a re  fou r  t ypes  o f  eva luat ion  sugges ted  b y Babb ie  and  Mouton  (2001) ,  

namely,  t he  eva lua t ion  o f  need ( i . e .  needs  assessment  s tud ies ) ,  t he  

eva luat ion  o f  p rocess  ( i . e .  p rogramme mon i to r i ng /p rocess  eva luat i on ) ,  the  

eva luat ion  o f  ou tcome ( i . e .  ou tcome and  impact  eva luat ions ) ,  and  the 

eva luat ion  o f  e f f i c iency ( i . e .  cos t -bene f i t  and  cost -u t i l i t y  ana l yses ) .  Fo r  the  

pu rpose  o f  t h i s  s tud y,  t he  researcher  w i l l  focus  on the  ear l i e r  ment ioned 
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eva luat ion  t ype  sugges ted  by Ross i  and  Freeman  (1993) .  That  i s ,  t he  

researcher  w i l l  deve lop  cr i t e r i a  by wh ich  to  eva luate  the  p rocess  and impac t  

o f  IT  ou tsou rc ing  by ECTD.   

 

 There  w i l l  be  a  co l l ec t i on  o f  data  b y means  o f  document  ana l ys i s  and 

i n te rv iews  (Babb ie  and  Mouton ,  2001) .  The  eva lua t i on  research  w i l l  i nvo l ve  

a  qua l i t a t i ve  approach.  Qual i ta t i ve  s tud ies  possess the  fo l l owing  ke y 

fea tu res ,  namel y,  the  research  i s  conducted  i n  the  natura l  se t t i ng  o f  soc ia l  

ac to rs ,  qua l i t a t i ve  research  emphas ises  p rocess  ra ther  t han  ou tcome,  t he  

ac to r ’ s  perspect i ve  i s  emphas ised,  t he  p r imary a im is  in -depth  desc r i p t ions  

and  unders tand ing  o f  ac t i ons  and  events ,  and  research  p rocess  i s  o f ten  

i nduct i ve  in  i t s  approach resu l t ing  i n  the  generat ion  o f  new theo r ies  (Babb ie  

and Mouton ,  2001) .  

 

3 .4 DATA COLLECTION METHODS 

 

The  i n te rv iew i s  one  o f  t he  data  co l l ec t ion  methods to  be  used  in  t h i s  s tud y.  

In  t hese  i n te rv iews  the  researcher  used  open-ended  in te rv iew wh ich  w i l l  

a l l ow the  i n te rv iewee  to  speak  fo r  h imse l f /he rse l f . An  aud io  record ing  

s ys tem was used  to  reco rd  a l l  t he  i n terv iews.  To  ensu re  tha t  the  in fo rmat ion  

p rov ided ensu res  research  qua l i t y,  the  copy o f  t he  t ransc r ip t  was  made 

ava i l ab le  t o  t he  i n te rv iewed  o f f i c i a ls  fo r  the  confi rmat i on  o f  the  i n te rv iews 

(Babb ie  and  Mou ton ,  2001) .   

 

Separate  open-ended  ques t ions  fo r  S IT A and  ECTD were  s t ruc tu red  in  such  a  

way tha t  i t  wou ld  be  eas y to  ex t rac t  themes  desc r i bing  the  deta i l s  o f  a  

pa r t i cu la r  ques t ion .  Re fe r  t o  append ices  fo r  these ques t ions .  The  researcher  

made  use  o f  t hemat i c  ana l ys i s  (Bo ya tz i s ,  1998)  wh ich  i nvo l ved  th ree  

d is t inc t  s tages  and fo r  t he  pu rpose  o f  t h i s  research  the spec i f i c  t hemat i c  

t ype  used  was  theory d r i ven .  The  theory-d r i ven  approach was  ve ry a t t rac t i ve  

to  the  researcher  because  the  researcher  s ta r ted  f rom h is  own theory ( t ha t  i s ,  
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l i t e ra tu re  rev iew)  and  p roceeded  to  deve lop  h i s  own themat i c  code  wh ich  

re la ted  back  to  h i s  t heo ry.  (Bo ya tz is ,  1998) .   

 

Documen t  ana l ys is  invo lved  those documents  t hat  were  per ta in ing  to  

spec i f i c  top i c ,  wh ich  was  the sub jec t  o f  and fo r  t he  purpose  o f  sc ien t i f i c  

research  (S t r ydom,  Fouche  and  Delpor t ,  2002) .  Acco rd ing  to  H i t chcock  and  

Hughes  (1995) ,  these  documents  shou ld  revea l  what  they a re  unambiguous l y  

abou t ,  no t  what  t hey m igh t  be  abou t ,  o r  what  h idden deep messages  they may 

conta in .  The  document  ana l ys i s  was  conducted  based  on  the  reco rds  wh ich  

w i l l  be  sou rced  f rom the  bo th  S ITA and  ECTD.  Such  reco rds  w i l l  i nc lude  

Serv ice  Leve l  Agreements  (SLAs) ,  and o ther  re levant con t rac t s .  

  

3 .5 POPULATION AND SAMPLE 

 

A  pu rpos ive  samp l i ng  method  (Babb ie  and  Mouton ,  2001)  was  used  dur ing  

the in te rv iews .  Th is  method  can  be  desc r i bed  as  a  type  o f  non -probab i l i t y  

sampl ing  method  i n  wh ich  the  researcher  uses  h is  own  judgments  in  

se lec t ing  the  sample  members .  Key personne l  o r  a  sample  f rom S ITA Eas te rn  

Cape  and ECTD were  i n te rv iewed.   

 

The  popu la t i on  used  was  that  o f  S ITA Eas te rn  Cape  and  ECTD.  However ,  i t  

shou ld  be  no ted  that  t he  researcher ’ s  focus  to  ECTD is  due  to  the  fac t  tha t  i t  

i s  t he  main  l i nk  between  S ITA and  o ther  Eas te rn  Cape  Treasury Depar tment  

(ECTD) .  There  were  spec i f i c  in te rv iew ques t i ons  (see  append ix  A  and  B)  

wh ich  were  der i ved  f rom the  l i t e ra tu re  rev iew,  wh ich  were  g i ven  to  t he  fou r  

o f f i c ia ls  o f  bo th  o rgan i sat i ons  before  the  ac tua l  in te rv iew take  p lace ,  to  

he lp  them to  app l y t he i r  m inds  i n  t he  in terv iew.   

 

F rom the  ECTD,  the  researcher  was  ab le  to  secure  t ime  fo r  the  i n te rv iews 

f rom Mr  Mar t in  T re r i se  ( IT  D i rec to r  –  T reasu ry Depar tment ) ,  Mr  Sam Bos i re  

(Ch ie f  In fo rmat ion  Of f i ce r  -  T reasury Depar tmen t ) .  The  reason  fo r  choos ing  

these  o f f i c i a l s  f rom the ECTD s ide were that  t hey were  on  da i l y bas i s  
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d i rec t l y i nvo l ved  w i th  IT  re la ted  i ssues  and in te rac t i ons  w i th  S ITA.  Tha t  i s  

wh y P ro fesso r  Kus i  as  the  ECTD Head o f  Depar tment  reques ted  the  o f f i c ia ls  

t o  ass is t  t he  researcher  w i th  t he  in fo rmat ion .  F rom the S ITA s ide ,  Mr  

N tshongo  (Account  Manager  fo r  a l l  Eas te rn  Cape  Depar tments )  was  very 

impor tan t  t o  i n te rv iew as  i t  i s  h is  du ty  t o  mon i to r t he  re la t ionsh ip  o f  S ITA 

and  ECTD and  Mr  Johnson  Tshobonga  (Sen io r  Manager  Pro fess iona l  

Serv ices )  p rov ided the  s t ra teg i c  v i ew o f  where  S ITA is  and  where  they  

wou ld  be  i n  fu tu re .  

 

3 .6 RESEARCH PROCEDURE 

 

The researcher  reques ted  the  d i rec to r  o f  Rhodes  Business  Schoo l  to  p rov ide  

a  l e t t e r  reques t ing  perm iss ion  and ob ta in  documents a t  S ITA and  a t  ECTD.  

The  le t t e r  was  sent  t o  S ITA and  ECTD immed ia te l y  a ft e r  t he  app rova l  o f  the  

research  p roposa l  b y the  H igher  Degrees  Commi t tee  in  March  2007 .  The  

i n te rv iews and  document  ana l ys i s  t ook  p lace du r i ng  the per i od  o f  Ju l y t o  

Oc tober  2007 .  

 

The  in terv iewer  had  to  be open to  t he  o f f i c i a l s ’  exper ience  a t tempt ing  to  

“pu t t ing  m yse l f  i n  t he i r  shoes ” .  The  researcher  on ly  s tuck  to  t he  in te rv iew 

schedu le  and  fu r the r  p rob ing  ques t ions .  A l l  f ou r  o ff i c ia l s  i n te rv iewed  took  

on  average  48  minu tes  per  o f f i c i a l .  When  i n t roduc ing  the  researcher  t o  the  

i n te rv iewees ,  t he  researcher  had  to  c la r i f y t ha t  h is  ro le  was  that  o f  

researcher  and  no t  t ha t  o f  a  rep resenta t i ve  o f  S ITA o r  ECTD and  that  the  

researcher  had  perm iss ion  to  conduc t  the  i n te rv iew. A l l  i n terv iewees agreed  

to  be reco rded.  

 

A l l  th is  was  done  to  assu re  the  in terv iewees  that  the i r  most  hones t  answers  

were  necessary an d  wou ld  no t  p re jud i ce  them in  any way.  F ina l l y,  t he  

researcher  had  to  make  sure  tha t  he was  po l i t e ,  cour teous  and  sens i t i ve  

du r i ng  i n te rv iews,  t hank ing  the  o f f i c ia l s  fo r  t he i r t ime  and  par t i c ipa t ion  a t  

t he  end  o f  every i n te rv iew.  
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At  the  end o f  each in terv iew,  t he  researcher  co l l ected  the  documents  wh ich  

were  recommended  fo r  fu r the r  ana l ys i s .  The  p rocess  o f  data  ana l ys is  

ou t l ined  in  sec t i on  3 .7  be low commenced  where in  resu l t s  and d i scuss ions  

thereo f  have been  exp lo red  in  chapte r  4  be low.   

 

3 .7 METHODS OF ANALYSIS 

 

The  data  co l l ec ted  f rom the  i n te rv iews  and  documen ts  was  t ranscr ibed  f rom 

the reco rd ings  and the  no tes  i n to  Mic roso f t  Word  respec t i ve l y.  In  essence 

the  researcher  fo l l owed  Kva le ’s  (1996)  seven  s tage  process ,  wh ich  was  

desc r ibed as  fo l lows ,  namel y,  themat iz ing :  c l a r i f y ing  the pu rpose  o f  the  

i n te rv iews  and  the  concep ts  to  be exp lo red ;  des ign ing :  l aying  ou t  the  

p rocess  th rough wh ich  the research  w i l l  accompl ish  h is  pu rpose,  inc lud ing  a  

cons ide ra t i on  o f  e th i ca l  d imens ion ;  i n te rv iew ing :  do ing  the  ac tua l  i n te rv iew;  

t ransc r ib ing :  wr i t ing  a  t ex t  o f  t he  in terv iews ;  anal ys ing :  dete rm in ing  the 

mean ing  o f  ga thered  mate r i a l s  in  re la t ion  to  t he  purpose  o f  the  s tudy;  

ve r i f y i ng :  check ing  the re l i ab i l i t y  and  va l id i t y o f the  mate r i a ls ;  and 

repo r t i ng:  t e l l i ng  the  researcher ’ s  superv i so rs  about  the  exper ience ,  and  

once a l l  i n terv iews  have  been  f i n ished ,  the  deve lopmen t  o f  theory-d r i ven  

code  w i l l  t ake  the  fo rm o f  t h ree  s tages  as  suppor ted  by Bo ya tz is  (1998)  and  

as  fo l lows :  

 

Stage  I :  Sampl ing  and  des ign  i ssues  

 

The sampl ing  and des ign  i ssues  have  been  geared  to  t he  l i t e ra tu re  

rev iew.  The  number  o f  un i t s  o f  ana l ys i s  o r  t hemes  approp r ia te  o r  

su f f i c i en t  has  a lso  been geared to  the  l i t e ra tu re  rev iew.  

 

 Stage  I I :  Deve lop ing  them es  and a  code 

 

There  a re  th ree  s teps  wh ich  w i l l  be  used  i n  deve loping  themes  and  a  

code:  (a)  genera t i ng  a  code,  (b )  rev iew ing  and  rev is ing  the  code  i n  the  
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contex t  o f  the  nature  o f  the  raw in fo rmat ion ,  and  (c )  dete rm in ing  the 

re l i ab i l i t y  o f  the  coders  and the re fo re  the  code .  

 

Stage  I I I :  Va l ida t ing  and  us ing  a  code  

 

The researcher  began  the  inqu i r y t o  genera te  understand ing ,  ob ta in  

i ns igh ts ,  o r  bu i l d  on  the  work  o f  o the rs .  In  e f fec t i n  t h is  s tage  the 

researcher  va l i da ted  the code and  then in te rp re ted  i t s  mean ing .  

 

Wi th  regards  to  the  document  ana lys i s ,  the  fo l l ow ing  documents  were 

sou rced  f rom ECTD and  S ITA o f f i c i a ls  and  the i r  respect i ve  webs i tes ,  

namely,  Supp ly Cha in  Management  Gu ide l i nes ,  S ITA Act  NO.38  o f  2002 ,  

Na t i ona l  T reasu ry Regu la t i on ,  Serv ice  Leve l  Agreemen t  (SLA) ,  2006  and 

2007  S ITA Annua l  Repor t ,  and  Cont rac t  document  fo r  So f tware  and  

Hardware  (H i t chcock  and Hughes ,  1995) .   

 

The  documents  have  been  s tud ied  and  the researcher  searched  fo r  l i nks  

be tween the data  ob ta ined th rough the in te rv iews  and  the documenta t i on .    

 

3 .8 L IMITATIONS 

 

The l im i ta t ions  o f  t he  research  a re  the  fac t  t ha t  the  s tudy on l y concent ra ted  

on  the  sen io r  managers  o f  t he  a f fec ted  o rgan isa t ions  ( i .e .  S ITA and  ECTD)  

i ns tead  o f  t he  end  users  in  t hose  i ns t i t u t i ons  and  Eas tern  Cape  c i t i zens .  The 

ques t ions  posed  to  t he  o f f i c i a ls  o f  these  o rgan isa tions  were  open-ended ,  in  

wh ich  case  the  respondents  had  to  p rov ide  h i s /he r  own  answers  to  the  

ques t ions .  

 

The fac t  t ha t  the  researcher  had  to  a t t empt  t o  become more  than j us t  a  

pa r t i c ipant  l i s tener  and  make  a  de l ibe ra te  a t t empt  to  pu t  h imse l f  “ in  the  

shoes  o f  t he  in te rv iewees ” ,  was  a  cha l leng ing  experience.  
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The p rocess  o f  eva luat i ng  a  con t rac t  as  to  whe ther  i t  was  co r rec t  o r  no t ,  

posed  numerous  cha l l enges  fo r  t he  researcher .  The  spec i f i c  eva lua t ion  o f  

t hese con t rac ts  requ i red  a  researcher  w i th  a  fa i r  amount  o f  l ega l  know ledge.   

 

3 .9 ETHICAL ISSUES 

 

Both  o rgan i sat i ons  have  agreed  to  the  pub l i ca t i on  of  t he  research  repo r t  

p rov ided pr io r  no t i f i ca t i on  f rom them has  been  ob tained.  

 
3 .10 SUMMARY  

 

This  chapte r  has  p rov ided  a  f i rm  bas is  o f  wha t  t he  researcher  was  i n tend ing 

to  do ,  name ly,  t he  a im  o f  th i s  research  i s  t o  eva lua te  the p rocess  and  impact  

o f  ou tsourc ing  i n fo rmat ion  techno logy ( IT )  se rv ices o f  Eas tern  Cape  

T reasu ry Depar tmen t  (ECTD)  to  S ta te  In fo rmat ion  Techno logy Agency  

(S ITA) .    

 

The  research  parad igm adop ted  i s  a  cons t ruc t i v i s t  approach  and the 

on to log i ca l  pos i t i on  adop ted  assumed mul t ip l e  rea l it i es .  

 

The  research  method  used  i n  th is  s tud y i s  the  eva luat i on  research  method.  

Key to  the  research  p rocedure was  the  fac t  t ha t  four  sen io r  o f f i c i a l s  were  

i n te rv iewed us ing  aud io  reco rd ing ,  where in  two  were each  chosen  f rom S ITA 

and ECTD.   The  researcher  used document  ana l ys i s  and in te rv iews  as  a  

means  o f  co l l ec t ing  da ta .  Separate  open-ended  ques tions  fo r  S ITA and  ECTD 

were  s t ruc tu red  i n  such  a  way tha t  i t  wou ld  be  eas y to  ex t rac t  themes 

desc r ib ing  the deta i l s  o f  a  pa r t i cu la r  ques t ion .  The researcher  made use  o f  

t he  themat i c  ana l ys is .  The  theo ry-d r i ve  code deve lopmen t  p rocess  was  key 

i n  the  research  ana l ys i s .  
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The preced ing  d iscuss ion  o f  t he  research  methodo logy has  p rov ided  a  

tho rough  f ramework  fo r  t he  ga ther ing ,  p rocess ing  and ana l ys i s  o f  t he  data .  

A  deta i l ed  d iscuss ion  and  i n terp re ta t i on  o f  t he  resu l ts  w i l l  be  p rov ided  in  

t he  fo l l ow ing  chapte r .  
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4. CHAPTER 4 – RESULTS AND DISCUSSION 
 

 

4 .1 INTRODUCTION 

 

This  chap te r  p rov ides  an  ana l ys i s  o f  t he  data  co l lec ted  th rough the  methods  

ou t l ined  i n  Chapte r  3 .  In  essence ,  t h is  chapte r  w i ll  combine  the  in fo rmat ion  

ga ined  f rom the  i n te rv iews  conducted  w i th  t he  S ITA and  ECTD o f f i c i a l s  and 

documents  ana l ysed  (e .g .  Supp l y Cha in  Management  Guide ,  S ITA ACT as  

Amended  No.  38  o f  2002,  Serv i ce  Leve l  Agreements ,  Cont rac t  398,  and  

S ITA 2007 Annua l  Repor t ) .  

 

The  resu l ts  w i l l  be  p resen ted  acco rd ing  to  t hemes  and  these  w i l l  be  ou t l i ned  

i n  t he  fo l lowing  s t ruc tu re ,  namel y,  desc r i p t i on  o f  what  has  been  ou tsourced  

and  how th is  has  been  done,  eva luat i on  o f  the  p rocess  o f  ou tsou rc ing ,  and 

the  eva luat i on  o f  the  impac t  o f  ou tsou rc ing .  The  themes  ment ioned  above 

w i l l  be  p resented  w i th  a  v iew to  add ress  research  aims and  goa l s  ou t l i ned  in  

sec t ion  3 .1  above.  

 

The i n te rv iews  took  the  fo rm o f  an  open-ended  t ype  o f  ques t ions  ( i . e .  

d iscussed in  Chapte r  3 ) ,  wh i ch  were d i rec ted  a t  S ITA and  ECTD o f f i c i a l s .  

The  i n te rv iewed  o f f i c i a l s  d i rec ted  the researcher  to  t he  re levant  documents  

t hat  needed to  be ana l ysed .  Separate  and  spec i f i c  ques t ions  to  S ITA and 

ECTD were asked and  the  fo l lowing  answers  were  recei ved :  

 

4 .2 WHAT HAS BEEN OUTSOURCED AND HOW THIS HAS BEEN 

        DONE 

 

A l l  o f f i c i a ls  in te rv iewed  concur red  tha t  wha t  has  been  ou tsou rced  to  S ITA i s  

w i th in  t he  se rv i ces  such  as  prov i s ion  o r  ma in tenance  o f  a  p r i va te  

t e lecommun ica t ion  ne twork  (PTN)  o r  a  va lue-added  network  (VAN)  se rv i ce  
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i n  acco rdance  w i th  t he  Te lecommunicat ions  Act ,  1996 (Ac t  No .  103  o f  

1996) ;  p rov is ion  or  main tenance  o f  a  t ransversa l  i nfo rmat ion  s ys tems  such  

as  Personne l  and  Sa la r i es  S ys tem (Persa l ) ,  Bas i c  Accoun t i ng  Sys tem (BAS)  

and  Log i s t i cs  In fo rmat ion  Sys tem (LOGIS) ;  p rov is ion o f  da ta-p rocess ing  o r  

assoc ia ted  se rv i ces  fo r  t ransversa l  in fo rmat ion  s ystems ;  t ra in ing  i n  

i n fo rmat ion  techno logy o r  i n fo rmat ion  s ys tems;  app li ca t i on  so f tware  

deve lopment ;  main tenance  se rv i ces  fo r  i n fo rmat ion  techno logy so f tware  or    

i n f ras t ruc tu re ;  data -p rocess ing  or  assoc ia ted  se rv ices  fo r  depar tmenta l l y  

spec i f i c  i n fo rmat ion  techno logy app l i ca t i ons  or  systems;  and  techn i ca l ,  

f unc t i ona l  o r  bus iness  adv i ce  o r  suppor t ,  o r   research ,  regard ing  i n fo rmat ion  

techno logy;  management  serv i ces  fo r  i n fo rmat ion  techno logy o r  i n fo rmat ion  

s ys tems . 

  

A l l  t he  above  men t i oned  co r respond  w i th  the  l i t e ra tu re  rev iew chapter  

above ,  where in  i t  was  s ta ted  that  IT  Ou tsou rc ing  i nvo l ves  app l i ca t ion  

se rv i ce  prov ide rs ,  app l i ca t ions  ou tsou rc ing ,  bus iness  process  ou tsou rc ing,  

In f ras t ruc tu re  ou tsou rc ing ,  i n te rnet  se rv i ce  prov ide rs ,  IT  u t i l i t y  se rv i ces ,  

o f f shore  se rv i ces ,  managed and  p ro fess iona l  network se rv i ces ,  

ne twork  and i n te rne t  se rv i ces ,  so f tware  ma in tenance and  suppor t ,  

so lu t i on  imp lementa t i on  se rv i ces ,  ou tsou rc ing re la ti onsh ips ,  

communicat ions  serv ices ,  consu l t ing  se rv i ces ,  deve lopment  and  

i n tegra t ion  serv i ces ,  ha rdware ma in tenance and  suppor t .  Th is ,  acco rd ing  to  

Sprague  and  McNur l in  (1993)  means  tu rn ing  over  an  organ i sa t ion ’s  

compute r  opera t ions ,  network  opera t ions ,  o r  pe rhaps o ther  i n fo rmat ion  

s ys tems  func t i ons  to  a  vendor  fo r  a  spec i f i ed  t ime.  

 

T re r i se  was  categor i ca l  t ha t  t hey use  the  Supp ly Cha in  Management  (SCM) 

Gu ide  and  S ITA ACT when  pu rsu ing IT  ou tsou rc ing .  He s ta ted  that  ECTD 

had  to  ab ide  w i th  the  S ITA ACT and  as  a  resu l t  o f  tha t  an y IT  ou tsou rc ing 

had  to  go  v ia  S ITA and on l y S ITA cou ld  fac i l i t a te  the  tender  p rocess .  There  

were  d i f fe ren t  t ypes  o f  t enders  ment i oned,  such  as  app l i ca t i on  deve lopment ,  

ha rdware  p rocu remen t ,  and network  ins ta l l a t i on  among o thers  were  sent  ou t  
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f o r  t ender .  There fore ,  S ITA ac ts  as  ECTD’s  agency where in  they,  acco rd ing  

to  the  S ITA Amendment  Act  No .  38  o f  2002 ,  have  to  have  a  ce r t i f i ed  

da tabase  o f  compan ies  to  be  used  b y the depar tments.  As  was  i nd i ca ted  in  

t ab le  1  above,  S IT A per fo rms  bo th  mandator y and  non-mandato ry se rv i ces .  

Every t ime  S ITA has  to  ac t  on  beha l f  o f  a  pa r t i cu lar  depar tment  they charge  

a  markup fee o f  7% o f  the  goods  and  se rv i ces  rendered (Bos i re ) .  

 

The  In tegra ted  F inanc ia l  Managemen t  S ys tem ( IFMS)  p ro jec t  i s  a  mu l t i -

s takeho lder  p rogramme o f  Nat i ona l  T reasu ry work ing  c lose l y w i th  

p rov inces ,  Depar tment  o f  Pub l i c  Serv ice  and  Admin i st ra t ion  and  S ITA,  t o  

conso l i da te  and renew governmen t ’ s  back  o f f i ce  app li ca t ions .  The  scope  o f  

t he  p ro jec t  covers  F inanc ia l  Management ,  Human  Resources  Managemen t ,  

Supp ly Cha in  Management ,  Asset  Managemen t  and  Bus iness  In te l l i gence 

ac ross  bo th  nat i ona l  and  p rov inc ia l  depar tments  and as  such  cons t i t u tes  the  

b igges t  i n tegra ted  bus iness  so lu t ion  under tak ing  i n South  A f r i ca .  

 

The  IFMS p ro jec t  w i l l  i n  t ime  rep lace  o ld  s ys tems  such  as  the Bas i c  

Account ing  Sys tem (BAS) ,  t he  Personne l  and  Sa la ry Sys tem (PERSAL) ,  t he  

Lo g i s t i cs  Managemen t  S ys tem (LOGIS)  and  man y o thers t ha t  a re  found  in  

governmen t  depar tments .  There fo re ,  t he  IFMS is  an  i n tegra t ion  and 

m igra t i on  o f  government  f inance ,  human resources ,  asset  managemen t ,  

l og is t i cs  and  o ther  l i ne -o f -bus iness  so lu t ions ,  i n to  a  s ing le  d i s t r i bu ted  

t ransversa l  s ys tem,  ac ross  SA 's  p rov inc ia l  and  na t iona l  governmen t  

s t ruc tu res .  

 

S ITA says  government  w i l l  spend  no  more  than  R4 b i ll i on  i n  in i t i a l  cap i ta l  

on  the  en t i re  IFMS p ro jec t ,  wh i l e  the  l i f e  cyc le  cos t  i s  es t imated  a t  R10 

b i l l i on  over  10  yea rs and  cou ld  eventua l l y  a f fec t  more  than  200  000  users  i n  

abou t  185  nat iona l  and  p rov inc ia l  governmen t  depar tmen ts .  There fo re ,  th is  

imp l i es  t ha t  the  p ro jec t  i s  so  b ig  such  that  a  lo t  o f  cau t ion  in  th is  

ou tsou rc ing  re la t ionsh ip  needs  to  be  taken in to  cons ide ra t ion . 
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Czernowa low (2007)  has  repo r ted  that  S ITA has  fas t -t racked  the  i ssu ing  o f  a  

t ender  fo r  the  human  resources  (HR)  modu le .  S ITA ini t ia l l y  i nd i ca ted  tha t  

t he  tender  fo r  the  HR modu le  wou ld  be  pub l i shed  a t  t he  end  o f  June ,  and  the  

agency now ant i c ipa tes  the  deve lopmen t  and  tes t ing  o f  t he  HR modu le  w i l l  

be  comple ted  by the  second  quar te r  o f  2008.  Dur ing  th i s  pe r i od ,  the  modu le  

w i l l  be  dep loyed  a t  t he  Depar tment  o f  Pub l i c  Serv i ces  and  Admin is t ra t ion  

and  the Free  S ta te  Depar tment  o f  Educa t ion ,  and  o ther  p rov inces  l i ke  the  

Eas te rn  Cape  wi l l  fo l l ow ,  says  Nd laz i .  

 

S ITA spokesman  S i f i so  Nd laz i  says  the  HR modu le  i s  be ing  fas t - t racked  to  

"he lp  governmen t  remed y some o f  t he  p rob lems that  are  hamper ing  se rv i ce  

de l i ve r y,  such  as  resource  a l l oca t ion ,  e l im inat ion  o f  'ghos t  workers ' ,  and  the  

p rov is i on  o f  bet te r  p lann ing  in fo rmat ion ,  among o thers " .  

 

Du r ing  the  f inanc ia l  year  2006/7 ,  two  tenders  were  i ssued  fo r  the  IFMS,  

namely t he  In tegra ted  Deve lopment  Env i ronmen t  t ender ,  wh i ch  i s  fo r  t he  

open  s tandards  p la t fo rm on  wh ich  the  s ys tem w i l l  opera te ,  as  we l l  as  t he 

P rocu rement  Modu le  tender ,  wh i ch  i s  in tended  to  suppor t  government ’s  

re fo rmed  procu remen t  p rocesses .  As  was  no ted  i n  th is  sec t ion  above,  t he  

IFMS is  a  p ro jec t  p rogramme o f  the  Na t i ona l  T reasu ry work ing  c lose l y w i th  

p rov inces  (e .g .  ECTD) ,  Nat i ona l  Depar tment  o f  Pub l ic  Serv ice ,  

Admin is t ra t ion  (NDPSA)  and S ITA.  

 

The  IFMS p ro jec t  has  been  imp lemented  fo l lowing  the SCM gu ide l i nes  (see  

F igu re  4  be low) ,  namel y,  D e m a nd  M an a ge m e n t :  Th is  i s  the  beg inn ing  o f  the  

supp l y cha in  where a  needs  assessment  to  ensu re  that  goods  o r  serv i ces  a re  

acqu i red  in  o rder  t o  de l i ve r  the  agreed  se rv i ce  i s  done;  spec i f i ca t i ons  a re  

p rec i se l y  de te rm ined ;  requ i rements  a re  l i nked  to  t he  budget ;  and  the  

supp l y ing  i ndus t ry has  been  ana l ysed .  Th i s  phase  w il l  b r ing  the  supp l y cha in  

p rac t i t i oner  c lose to  t he  end user ,  to  ensu re  that  va lue fo r  money i s  

ach ieved .  
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Source:  SCM Guide l i nes  

 

 

 

A c qu i s i t i on i ng  M a n ag e m en t :  T rad i t iona l l y,  a lmost  a l l  the  focus  o f  

p rocu rement  ac t i v i t y has  been  g iven  to  th is  s tage  (to  the  a lmost  to ta l  

ex c lus ion  o f  the  o ther  aspects  o f  SCM) .  The  p rocedura l  cons ide ra t i ons  a re  to  

dec ide  on  the  manner  i n  wh ich  the marke t  w i l l  be  approached;  t o  es tab l i sh  

the  to ta l  cos t  o f  ownersh ip  o f  a  pa r t i cu lar  t ype  o f asse t ;  to  ensu re  that  b id  

documenta t ion  i s  comp le te ,  i nc lud ing  eva luat ion  c r ite r ia ;  t o  eva lua te  b ids  in  

acco rdance  w i th  pub l i shed  c r i t e r i a ;  and  to  ensu re  tha t  p roper  con t rac t  

documents  a re  s igned .  

 

Figure  4:  Supp ly Cha in  Management  Mode l  w i th  E lemen ts  o f  supp l y cha in  

management  
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L og i s t i c s  M an ag e me n t :  Th is  aspec t  add resses  the set t ing  o f  i nvento r y l evel s ;  

rece iv ing  and  d i s t r i bu t ion  o f  mate r ia l ;  s to res ,  warehouse  and  t ranspor t  

management ;  and the  rev iew o f  vendor  pe r fo rmance.  From these  processes ,  

t he  f i nanc ia l  s ys tem shou ld  be  ac t i va ted  to  genera te  payments .  

 

D is po sa l  M an ag em e n t :  At  th is  s tage  cons idera t i on  shou ld  be g i ven  to  

obso lescence  p lann ing ;  ma in ta in ing a  da ta  base  o f  redundant  mate r i a l ;  

i nspec t i ng  mate r i a l  f o r  po ten t i a l  re -use ;  dete rm in ing  a  d isposa l  s t ra tegy;  and  

ex ecut i ng  the  phys i ca l  d i sposa l  p rocess .  

 

S u pp l y  C ha i n  P e r fo r ma n ce :  This  i s  a  mon i to r i ng  p rocess ,  under tak ing  a  

re t rospect i ve  ana l ys is  to  dete rm ine  whe ther  t he  p roper  p rocesses  have  been  

fo l lowed  and  whe ther  the  des i red  ob jec t i ves  were  ach ieved.  Some o f  the  

i ssues  tha t  may be  rev iewed  a re  comp l i ance  to  no rms and  s tandards ;  cos t  

e f f i c i ency o f  SCM p rocess ,  tha t  i s ,  the  cos t  o f  the p rocess  i t se l f ;  and  

whether  supp l y ch a in  p rac t i ces  a re  cons is ten t  w i th  Government ’s  b roader  

po l i c y focus .  

 

S ITA ma in ta ins  the  l i s t  f rom wh ich  Ente rpr i se  Conten t  Management  (ECM)  

p roducts  can  be  p rocu red  by depar tmen ts  and  governmenta l  bod ies .  The  ECM 

so lu t i on  requ i remen ts  cons is t  o f  ce r ta in  core  componen ts  and  suppor t i ng  

components .  To  ensu re  tha t  the  needs  o f  any government  depar tment  o r  

pub l i c  body can  be  addressed the  ECM so lu t ions  were grouped  as  fo l lows :  

 

CLASS A:  To ta l  ECM So lu t ion  –  where  the  to ta l  so lu t ion  cons is ts  o f :  

imag ing ;  document  managemen t ,  d ig i t a l  asse t  management ,  web-conten t  

management  and  co l labo ra t ion ;  records  management  and  in tegra ted  document  

a rch i ve  and  re t r ieva l  s ys tems;  por ta l  managemen t ;  bus iness  p rocess  

management  (work f l ow) ;  b iomet r i cs  and  d ig i t a l  s i gnatures  and  ce r t i f i ca tes ;  

search  and re t r i eva l ;  e -mai l  a rch i v ing;  and  fo rms management .  
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CLASS B:  ECM Core  –  cons is t s  o f :  imag ing ;  document  management ,  d ig i t a l  

asset  management ,  web-con ten t  management  and co l labo ra t i on ;  reco rds  

management  and  in tegra ted  document  a rch ive  and  re t ri eva l  s ys tem;  and 

bus iness  p rocess  managemen t  (work f low) .  

 

CLASS C:  S tand -a lone  componen ts  a re  an y o r  a l l  o f  the  fo l lowing  

components :  b iomet r i cs  and  d ig i t a l  s igna tures  and ce r t i f i ca tes ;  Search  and 

re t r i eva l ;  e -Mai l  a rch i v ing;  Fo rms  management ;  Po r ta l  management ;  and  

Bus iness  P rocess  Management  (work f l ow) .  

 

The  ind i v idua l  c l ien t  requ i rements  w i l l  be  mapped  aga ins t  the  p roducts ’  

f unc t i ons  i n  subsequen t  acqu i s i t i on  p rocesses  to  enab le  the  c l i en ts  to  

acqu i re  the  necessary so lu t i on  to  suppor t  t he  requ iremen ts .  The components  

covered  b y cont rac t  398  a re  c lea r  and  a re  as  fo l lows:  Imag ing ,  Documen t  

management ,  D ig i ta l  asset  managemen t  (DAM) ,  Web-conten t  management ,  

Co l l abo ra t i on ,  Records  managemen t ,  In tegra ted  document  a rch ive  and 

re t r i eva l  s ys tems ( IDARS) ,  Po r ta l  management ,  Bus iness  P rocess  

Management  and work f l ow,  B iomet r i cs  and d ig i t a l  s i gnatures  and 

ce r t i f i ca tes ,  Search  and  re t r i eva l ,  e -Ma i l  a rch i v ing ;  and  e -Fo rms 

management .  

 

4 .3 EVALUATION OF THE PROCESS OF OUTSOURCING 

 

Bo th  T re r i se  and  Bos i re  con tend  that  IT  ou tsou rc ing i s  mot i va ted  b y the 

imperat i ves  o f  the i r  annua l  s t ra teg i c  p lan  fo r  t he  who le  depar tmen t .  Th is  

s t ra teg i c  t h ink ing  p rocess  has  a lso  been  u t i l i sed  by S IT A.  S ITA s t r i ves  to  be 

recogn ised  as  a  thought  l eader  on  in fo rmat ion  and  commun ica t i ons  

techno logy ( ICT)  f o r  the  pub l i c  sec tor .  As  the  o f f ic i a l  ICT  agency fo r  t he  

governmen t  o f  South  A f r i ca ,  i t  i s  impera t i ve  that  cus tomers  acknowledge  the 

va lue  o f  t he  s t ra teg i c  i ns igh t ,  ex per t i se  and  adv i ce  they p rov ide  to  enhance  

the i r  t echno log i ca l  capab i l i t y .  S ince  they occup y a un ique  c ross -government  

marke t  pos i t ion ,  they possess  a  b road  i ns igh t  i n to  t he  ICT  ob jec t i ves  and 
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s t ra teg ies  o f  t he  va r i ous  government  depar tmen ts  they se rve .  There fo re ,  

S ITA i s  exp lo i t i ng  th is  s t ra teg i c  pos i t i on  they ho ld  t o  deve lop  the i r  t hought  

l eadersh ip  c redent ia l s  t o  the  co l lec t i ve  bene f i t  o f t he  s ta te  (Ped la r ,  2007) . 

 

Bos i re  a l luded  to  the  fac t  tha t  they were  no t  us ing any f ramework  o r  model ,  

bu t  on l y  concu r r ing  w i th  the  researcher ’s  unders tand ing  o f  ou tsou rc ing  

where in  he  descr ibed  i t  as  se rv i ces  tha t  they seek  f rom the  ou ts ide  tha t  a re  

no t  done in -house  ( i .e .  ECTD)  w i th in  t he  IT  domain ; he then  conc luded  by 

saying  that  IT  ou tsou rc ing  w i th in  ECTD is  gu ided  by the  S ITA ACT and 

SCM gu ide l ines  and  these  were used as  a  model  o r  a  f ramework .  

 

Fo r  the  pu rposes  o f  i l l us t ra t i ng  the  sa l i en t  po in t s o f  con t rac ts  en tered  i n to  

be tween  S ITA and  the i r  c l i en ts  (e .g .  ECTD) ,  the  researcher  w i l l  make  use  o f  

Con t rac t  398 supp l i ed  to  h im  to  show how i t  has  been  used  as  a  gu ide  fo r  

o the r  con t rac t s .  The  researcher  acknow ledge  genera li s ing  f rom the  above 

ment i oned  cont rac t  because  T re r ise  has  ment ioned  that  S ITA uses  s tandard  

cont rac ts  and  on l y make mino r  mod i f i ca t i ons  to  su i te  a  spec i f i c  p ro jec t .  The  

sa id  gu ide l ines  w i l l  ensure  opera t iona l  e f f i c i ency w i th  respect  to  the  

p rocu rement  o f  en te rp r i se  con ten t  managemen t  (ECM)  so lu t ions  and  se rv i ces  

de l i ve red  to  S ITA c l i en ts .  

  

The  p rocess  used  in  execut i ng  the components  o f  cont rac t  398  i s  shown  in  

t he  engagemen t  model  o f  con t rac t  398  rep resen ted  i n F igu re  5  be low.  In  

summar i s i ng  wha t  F igu re  5  en ta i l s ,  S ITA c l i en ts  w i sh ing  to  p rocu re  f rom 

Con t rac t  398  must  have  a  de ta i l ed  Bus iness  Case  and a  User  Requ i rement  

Spec i f i ca t i on  (URS)  fo r  t he  need ,  in  o rder  to  ass ist  w i th  t he  iden t i f i ca t i on  o f  

t he  so lu t ion /p roduc ts  t ha t  suppor t  the  user  c r i t e r ia .  I f  so  reques ted  then 

S ITA can  deve lop  a  URS on  beha l f  o f  S ITA c l i en ts  a t a  p roposed  cos t .  I f  so  

reques ted  b y a  depar tment  o r  pub l i c  body,  S ITA w i l l eva luate  the  URS fo r  

comple teness  and co r rec tness  regard ing  the  funct iona l ,  techn ica l  and  

p rocu rement  requ i rements .  
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Source :  ECM fo r  Pub l i c  Serv i ce  

F igure  5:  Engagemen t  Model  –  Cont rac t  398:  ECM fo r Pub l i c  Serv i ce 
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The URS mus t :  Spec i f y t he  func t ions  to  be  suppor ted  by the  so lu t ion ,  

con ta in  an  ana l ys i s  and  des ign  o f  t he  p rocesses  to  be  imp lemented ,  spec i fy  

t he  cr i t e r i a  and  s tandards  o f  t he  c l ien t  t echn i ca l  env i ronment ,  spec i f y t he  

number  o f  end -users ,  reco rds  managers ,  scanner  opera to rs ,  spec i f y t he  

demograph ics  o f  the  so lu t ion ,  spec i fy  o the r  c r i t e r ia  requ i red  b y the  c l i en t .   

S ITA c l i en ts  may i nc lude terms  add i t iona l  to ,  bu t  no t  con t rad i c to r y t o  the  

mandato ry c lauses  o f  t he  tender  spec i f i ca t ion .  

 

The  c l i en t  may reques t  S ITA to  fac i l i t a te  the  RFQ process ,  o r  engage  

d i rec t l y  w i th  t he  supp l i e rs  fo r  quo ta t ions .  The  RFQ may reques t  supp l i e rs  to  

submi t  the  fo l lowing ,  name ly,  con f i rmat ion  on  how the  p roduc t (s )  w i l l  

suppor t  the  c l i en t ’s  requ i remen ts ;  p ro jec ted  t ime sca les ;  m in imum 

per fo rmance s tandards ;  spec i f i ca t i on  o f  t he  requ i red  se rv i ce  and  SLA ’s  

where  app l i cab le ;  deta i l  p r i c i ng .  The  du ra t i on ,  c l os ing  date  fo r  the  

de l i ve r i ng  o f  quo ta t i ons  and  eva luat i on  c r i t e r i a  must  be  supp l i ed  by the 

c l i en t .  

 

In  add i t i on  to  the  RFQ eva luat ion  p rocess  the  fo l lowing  may be  reques ted  

f rom the  supp l i e rs ,  namely,  demons t ra t ion  on  p roduct  func t i ona l i t y ,  

p resenta t ions  to  c l i en ts  on  pro jec t  app roach,  p roo f o f  concep t ,  and  p i lo t  

cos ts .  Where  S ITA i s  reques ted  to  fac i l i ta te  t he  RFQ p rocess  or  the  

pu rchas ing ,  t he  S ITA p rocu remen t  p rocess  w i l l  be  fol l owed  such  that  c l i en t s  

pu rchas ing  v ia  S ITA can  fax  the  order  th rough  to  purchas ing  d iv i s i on .  

Where  S ITA c l i en ts  p rocu re  d i rec t l y  f rom the  supp l ie rs  the  c l i en ts ’  own  

p rocu rement  gu ide l i nes  w i l l  be  app l i cab le .    

 

Us ing  S ITA,  c l i en ts  can  reques t  S ITA ’s  serv i ces  w i th  the  URS;  c l i en ts  

reques ts  S ITA send  RFQ to  vendors ;  S ITA reques ts  quota t i ons  f rom 

supp l ie rs ;  S ITA and  the  c l i en t  eva luates  quo ta t i ons;  S ITA and  c l i en t  

nego t i a tes  w i th  supp l i e r ;  C l i en t  p laces  o rder  on  S ITA;  S ITA p laces  o rder  on  

supp l ie r ;  S ITA invo i ces  c l i en t ;  Supp l ie r  i nvo i ces  SITA;  S ITA pays  supp l i e r .  
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Bu ying  d i rec t l y  f rom supp l i e r  wou ld  mean  c l i en t  reques ts  quota t ions  f rom 

supp l ie rs ;  c l i en t  eva luates  quota t ions ,  S ITA can  be i nv i ted  to  par t i c i pa te ,  a t  

t he  cos t  o f  the  depar tment ,  to  ass is t  w i t h  the  eva luat ion  p rocess ;  c l ien t  

nego t i a tes  w i th  supp l ie r ;  c l i en t  p laces  o rder  on  supp l ie r ;  supp l i e r  i nvo i ces  

c l i en t ;  and c l i en t  pays  supp l i e r .  

 

A l l  o f f i c i a ls  f rom bo th  S ITA and  ECTD agree  w i th  each  o ther  tha t  

mon i to r i ng  mechan isms/p rocesses  a re  done  i n  t e rms  of  month l y PG ITO 

Counc i l  meet ings  where in  P rov inc ia l  Governmen t  In format ion  Techno logy 

Of f i ce rs  (DGITO)  and S ITA represen ta t i ves  meet .  The members  o f  t h is  

counc i l  a re  bound to  ab ide  b y the  code  o f  conduct  wh ich  regu la tes  the i r  

behav iour .  Account  Managers  ac t  as  med ia to rs  between  S ITA and  ECTD 

a l t hough  issues  can  be  taken  to  h igher  leve l s  shou ld  a  s ta lemate  ex is t  a t  the  

l eve l  o f  t he  Account  Managers .   

 

T re r i se  con tends  tha t  the  tender ing  p rocess  i s  used as  a  l as t  reso r t  and  

espec ia l l y fo r  ve ry  b ig  p ro jec ts  wh ich  exceed  the  va lue  o f  R  200  000 

s t ipu la ted  b y the  SCM gu ide l ines .  These  compan ies  are  a l read y l i s ted  in  t he  

S ITA da tabases .  Bos i re  concur red  w i th  T re r i se  and  added  b y s ta t ing  that  the  

bene f i t s  o f  IT  ou tsou rc ing  to  S ITA has  enab led  them to  save  t ime they wou ld  

have  spent  t o  fo l low  the  procu rement  and/or  t ender ing  p rocesses .  However ,  

Bos i re  h igh l i gh ted  the  fac t  tha t  they s t i l l  had  to  manage  ce r ta in  p ro jec ts  

j o i n t l y w i th  S ITA and  th i s  t o  t hem was  bene f i c i a l  because  they were  ab le  to  

l everage  ( i . e .  make use  o f )  the  sk i l l s  o f  the i r  exper ienced par tne r .  

 

S tandard  SLAs  a re  p rov ided  by S IT A.  I f  t he  SLA i s  no t  adhered  to ,  then  

there  w i l l  be  a  ve rba l  in te rac t ion ,  fo rmal  in terac tion ,  and/o r  fu r ther  

consu l ta t ion  (Ntshongo) .  However ,  S ITA Amendment  ACT No .  38  o f  2002  

p rov ides  fo r  t he  d ispu te  reso lu t ion  p rocess  and  non-compl i ance  w i th  

regu la t i on .  The  Ac t  p rov ides  fo r  an y depar tment ,  pub l i c  bod y,  o r  o the r  

i n te res ted  person  to  repor t  an y a l l eged  non-comp l i ance w i th  any p rov i s i on  

o f  regu la t ion  to  the  Min is ter  o r  an  o f f i c i a l  o f  the Depar tment  o f  Pub l i c  
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Serv ice  and  Admin is t ra t ion  (DPSA)  des igna ted  b y the M in is te r  fo r  tha t  

pu rpose .   

 

The  d i spu te  reso lu t ion  process  prov ided fo r  i n  the  Ac t  can  be desc r i bed  as  

fo l lows,  name ly,  a  depar tmen t  and  S ITA must  make every reasonab le  e f fo r t  

t o  se t t l e  a  d ispu te  between  them amicab l y t h rough  conc i l ia t i on  and 

nego t i a t i on  w i th in  30  days  a f te r  t he  aggr ieved  par ty gave  wr i t ten  no t i ce  to  

t he  o ther  pa r t y;  i f  a  d i spu te  cannot  be so  se t t l ed  o r  t he  sub jec t -mat te r  o f  t he  

d ispu te  necess i ta tes  se t t l ement  be fo re  the  end o f  the  30  day-per i od  re fe r red  

to  above,  e i the r  par t y t o  t he  d i spu te  may re fe r  the mat te r  to  the  M in i s te r  fo r  

med ia t i on ;  i f  med ia t i on  fa i l s ,  e i the r  pa r t y  may re fe r  t he  d i spu te  fo r  

a rb i t ra t i on  to  the  o f f i ce  o f  t he  S ta te  At to rney,  which  i s  c loses t  t o  the  

depar tment ’s  head o f f i ce ;  and  the S ta te  At to rney mus t  ac t  as  a rb i t ra to r  and  

h is  o r  he r  dec is ion  w i l l  be  f i na l  and  b ind ing  on  the  par t i es .  

 

4 .4 EVALUATION OF THE IMPACT OF OUTSOURCING 

 

Bos i re  s ta ted  that  what  t hey were  l ook ing  fo r  i n  an ou tsou rc ing  company 

was  the  exper ience and  knowledge ,  and  p ro jec t  management  sk i l l s  o f  wh ich  

these a t t r i bu tes  wou ld  be  conta ined in  the  p ro jec t  spec i f i ca t i on .  

 

However ,  t here  a re  fou r  key impacts  o f  ou tsou rc ing  rea l i zed  w i th in  t he  

re la t i onsh ip  o f  S ITA and  ECTD,  namel y,  t rans fo rmat ion  o f  government  

p rocu rement  and  prov i s ion ing  p rac t i ces  i n to  an  in tegra ted  SCM funct i on ;  

i n t roduc t ion  o f  a  s ys temat i c  app roach  fo r  the  appo in tment  o f  consu l tan ts ;  

c rea t i on  o f  a  common unders tand ing  and  i n te rp re ta t ion  o f  the  p re fe ren t i a l  

p rocu rement  po l i cy  th roughout  t he  Eas tern  Cape Province  and  South  A f r i ca ;  

and  the  p romot ion  o f  t he  cons is ten t  app l i ca t i on  o f  ‘ bes t  p rac t i ces ’  

t h roughout  government ’s  supp l y cha in .  
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4 .4 .1  TRANSFORMATION OF GOVERNMENT PROCUREMENT 

AND PROVISIONING PRACTICES 

 

The  in t roduct i on  o f  t he  concep t  o f  an  in tegra ted  SCM s ys tem fo r  government  

has  cont r i bu ted  s ign i f i can t l y  t owards  the  improvement  o f  f i nanc ia l  

management  in  t he  b roader  pub l i c  sec tor  (T re r i se) .  A t  t he  same t ime ,  t h is  

has  c rea ted  a  cons is ten t  f ramework  fo r  ach iev ing  Government ’s  p re fe ren t i a l  

p rocu rement  ob jec t i ves .  I t  shou ld  be  recogn ised ,  however ,  tha t  the  gap 

be tween  the  cu r ren t  p rocurement  and  p rov is i on ing  p rocedures  and  p rac t i ces  

and  those  contempla ted  in  t he  po l i cy  adop ted  b y Cabinet  i s  subs tan t i a l .  

Hence  the re  i s  an  a t tempt  to  address  th is  i n  the  SCM po l i c y where in  a  t h ree-

phase  s t ra tegy to  move  f rom the  cu r ren t  pos i t ion  to t ha t  des i red  has  been  

dev i sed .  These  phases  can be catego r ised  as ,  name ly,  f i rs t l y ,  t he  p re - tender  

board  abo l i t i on  o r  p repara t i on  phase;  second l y,  t he immedia te  pos t - t ender  

board  abo l i t i on  o r  fu l l  imp lemen ta t ion  phase;  and  las t l y,  t he  mon i to r i ng  

phase .  

 

Th i s  t rans fo rmat ion  has  enab led  the government  to  ach ieve  the  idea ls  o f  

good  governance  and  to  add ress  de f i c i enc ies  in  suppl y  cha in  management .  

These  re fo rms  need  to  p romote  e f f i c i en t  and  e f fec t ive  p rocurement  and  

p rov is i on ing  sys tems and  p rac t i ces  tha t  enab le  government  to  de l i ve r  the  

requ i red  qua l i t y an d  quan t i t y o f  se rv ices  to  communi t i es .  The  es tab l i shment  

o f  un i fo rmi t y i n  p rocedures ,  po l i c i es ,  documenta t ion  and  cont rac t  op t i ons  

and  the  imp lemen ta t i on  o f  sound  s ys tems  o f  con t ro l  and accountab i l i t y  fo rm 

the corners tone  o f  i ns t i t u t i ona l  re fo rm.  

 

4 .4 .2   APPOINTMENT OF CONSULTANTS 

 

Consu l tan ts  shou ld  on l y  be  engaged  when  the  necessary sk i l l s  and /or  

resou rces  to  pe r fo rm a  p ro jec t /du ty / s tudy a re  no t  ava i l ab le  and the 

account ing  o f f i ce r /au thor i t y canno t  be reasonab l y ex pected  e i t he r  t o  t ra in  o r  

t o  rec ru i t  peop le  i n  t he  t ime  ava i lab le .  The  re la t ionsh ip  between  the 
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account ing  o f f i cer /au tho r i t y and  the  consu l tan t  shou ld  be  one  o f  

pu rchaser /p rov ide r  and  no t  employer /employee .  The  work  under taken  by a  

consu l tan t  shou ld  be  regu la ted  b y a  cont rac t .  The accoun t ing  

o f f i ce r /au tho r i t y i s ,  however ,  respons ib le  fo r  mon ito r i ng  and  eva luat i ng  

cont rac to r  per fo rmance  and  ou tpu ts  aga ins t  p ro jec t  spec i f i ca t i ons  and 

ta rge ts  and  shou ld  take remed ia l  ac t ion  i f  pe r fo rmance  i s  be low s tandard .  

 

The  p rocedures  ou t l i ned  here in  app l y t o  a l l  con t ract s  fo r  consu l t i ng  

se rv i ces .  In  p rocu r i ng  consu l t ing  se rv i ces ,  t he  account ing  o f f i ce r /au thor i t y  

shou ld  sa t i s f y h imse l f /he rse l f  tha t ,  namel y,  t he  p rocedures  to  be  used  w i l l  

resu l t  i n  the  se lec t ion  o f  consu l tan ts  who have  the necessary p ro fess iona l  

qua l i f i ca t ions ;  t he  se lec ted  consu l tan t  w i l l  ca r r y ou t  t he  ass ignment  in  

acco rdance  w i th  the  agreed  schedu le ,  and  the  scope o f  the  se rv i ces  i s  

cons is ten t  w i th  t he  needs  o f  t he  p ro jec t .  

 

Consu l tan ts  shou ld  observe  due  d i l i gence  and preva il ing  s tandards  i n  t he  

per fo rmance  o f  the  ass ignment .  The accoun t ing  o f f i ce r /au thor i t y shou ld  

eva luate  the  per fo rmance  o f  consu l tan ts  appo in ted  in  a  fa i r  and  con f iden t i a l  

p rocess .  In  t he  case  o f  repeated  poor  pe r fo rmance ,  t he  f i rm shou ld  be  

no t i f i ed  and  p rov ided  an  oppor tun i t y  t o  exp la in  t he reasons  fo r  i t  and  the 

remed ia l  ac t ion  p roposed.  

 

4 .4 .3   INTERPRETATION OF THE PREFERENTIAL   

PROCUREMENT POLICY 

 

The  impac t  o f  IT  o u tsou rc ing  on  S IT A and/o r  i n  t u rn compan ies  ex i s ten t  in  

t he i r  da tabase  has  enab led  the  government  espec ia l ly ECTD,  to  overcome the  

f l aws  assoc ia ted  w i th  the  P re fe ren t i a l  P rocurement  Po l i c y F ramework  Act  

(PPPFA)  and  i t s  regu la t ions ,  i t  was  necessary t o  adop t  a  more  i n tegra ted  

app roach .  Th i s  has  sought  to  l everage  government ’s  p re fe ren t i a l  po l i c y  

ob jec t i ves  bo th  d i rec t l y and  i nd i rec t l y  −  d i rec t l y  i n  respec t  o f ,  fo r  examp le ,  

con t rac t i ng  d i rec t l y w i th  b lack  owned  en te rpr i ses  where  l eg i t imate  
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oppor tun i t i es  a r i se  and  i nd i rec t l y t h rough ,  fo r  ex amp le ,  g ran t ing  p re fe rences  

to  non-b lack  owned  en te rp r i ses  fo r  ach iev ing  Government ’ s  p re fe ren t ia l  

po l i c y ob jec t i ves  w i th in  such en te rp r i ses .  

 

4 .4 .4   PROMOTION OF THE CONSISTENT APPL ICATION OF  

‘BEST PRACTICES ’  

 

The  p rov is ion  o f  in fo rmat ion  techno logy,  i n fo rmat ion  sys tems  and  re la ted  

se rv i ces  such  as  those  ment i oned i n  sec t i on  4 .2  above ,  i n  a  main ta ined 

i n fo rmat ion  sys tems  secur i t y env i ronment  to  depar tments  and  pub l i c  bod ies  

b y S ITA has  enab led  the  government  to  concent ra te  more  on  the i r  core  

bus iness  o f  improv ing  serv i ce  de l i ve ry  t o  t he  pub l ic ;  and  that  has  i n  t u rn  

p romoted  e f f i c iency o f  depar tments  and  pub l i c  bod ies  th rough  the  use  o f  

i n fo rmat ion  techno logy (Bos i re ) .  Tshobonga  concu rs  w i th  T re r ise  on  S ITA ’s  

capab i l i t y  t ha t  i t  i s  no t  where  they wou ld  l i ke  i t  to  be.  He  s ta tes  that  some  

ECTD o f f i c i a l s  a re  happy w i th  them wh i l s t  o the r  ECTD o f f i c i a ls  a re  

d isgrun t l ed .  Th is  s ta tement  i s  suppor ted  b y the  fact  t ha t  S ITA in i t i a ted  a  

comprehens i ve  cus tomer  su rvey to  p rov ide a  base l i ne s tud y fo r  measur ing  

cus tomer  sa t i s fac t ion  and t rack ing  over  t ime .  Th is  s tudy revea led  that  t he re  

has  been  a  20% cus tomer  sa t i s fac t ion  improvement .  

 

The  adopt i on  o f  t he  s tandard  se rv i ce  l eve l  agreement  (SLA)  has  been  one  o f  

p rogress i ve  p rac t i ces  employed  b y S ITA and  ECTD.  This  SLA genera l l y has  

the  fo l l ow ing  c r i t i ca l  components ,  namel y,  scope ,  def in i t ions ,  pa r t i es  to  t he  

SLA,  se rv i ce  e lements ,  se rv i ce  l eve ls  and  de l i ve rables ,  war ran t i es  and 

d isc la imers ,  respons ib i l i t i es ,  pena l t ies ,  and va l i di t y.  The  scope  invo l ves  a  

c lea r  desc r i p t ion  o f  wha t  the  SLA  i s  about ,  wh i ch  regu la t i ons  and/o r  

gu ide l i nes  are  app l i cab le  and wha t  a re  the  l im i ta t ions  to  t ha t  pa r t i cu la r  

se rv i ce .  The de f in i t i on  o f  key te rms becomes ex t remel y impor tan t  fo r  

avo id ing  an y ambigu i t i es  du r i ng  the  imp lementa t i on  o f  t ha t  pa r t i cu la r  

se rv i ce .  Key te rms such  as  who  the c l i en t  i s ,  who  the  se rv i ce  p rov ider  i s ,  
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who S ITA i s ,  what  we  meant  when  re fe r r i ng  to  equ ipment ,  what  SLA is  

among o thers .   

 

Fu r the rmore ,  t he  prac t i ce  o f  mak ing  use  o f  re levant regu la t ions  has  been  the  

ha l lmark  o f  ou tsou rc ing  par t i es .  For  ex ample ,  accord ing  to  T re r i se ,  t hey  

used  S ITA Ac t  Sec t i on  7 -3  on  procu rement  wh ich  s ta tes  tha t  desp i te  any  

o ther  l aw  to  t he  con t ra r y,  every depar tment  mus t ,  sub jec t  t o  subsec t ion  (4 ) ,  

p rocu re  a l l  i n fo rmat ion  techno logy goods  o r  se rv i ces  th rough  the  Agency.  A  

depar tment  tha t  w ishes  to  acqu i re  the se rv i ce  f rom the  S ITA must  do  so  in  

acco rdance  w i th  bus iness  and  se rv i ce  l eve l  agreements ;  o r  p rocu re  that  

se rv i ce  th rough  the  Agency i f  t he  Agency i nd i ca tes  in  wr i t ing  that  i t  i s  

unab le  to  p rov ide  the  se rv i ce  i t se l f .  Par t i es  fu l l  con tac t  deta i l s  need  to  be  

i nc luded .  Serv i ce  e lements  such  as  t ime  and  mate r i al  and  so f tware  

main tenance  on  a l l  i n fo rmat ion  and  communicat ion  techno logy ( ICT )  

i n f ras t ruc tu re ,  equ ipmen t  aud i t  and  asse t  management ,  and  upgrade o f  

dev i ces  to  t he  max imum o f  t he  o r ig ina l  equ ipment  manu fac ture r  (OEM)  

spec i f i ca t i on  a re  some o f  the  i ssues  to  be  s t ipu la ted  in  the  SLA.  

 

4 .4 .5   INFORMATION SYSTEMS SECURITY ENVIRONMENT  

 

In fo rmat ion  s ys tems secu r i t y env i ronment  i s  de f i ned i n  sec t i on  1  o f  the  

S ITA Ac t  No.38  o f  2002  as  to  p reserve  the  ava i l ab i li t y ,  i n tegr i t y and 

con f ident i a l i t y  o f  In fo rmat ion  Sys tems  and  In fo rmation  acco rd ing  to  

a f fo rdab le  secu r i t y  p rac t i ces .  Passwords ,  f i rewal l s ,  encr yp t i on ,  two - fac to r  

au thent i ca t ion  and access -cont ro l  l i s t s  are  among the too ls  ava i l ab le  to  

i n fo rmat ion  secu r i t y p ro fess iona ls .  O ther  op t ions  inc lude  s ys tem aud i ts ,  

pa tch  management ,  ne twork  t ra f f i c  mon i to r ing  and  pene t ra t i on  tes t ing .  There   

a re  a  range  o f  i n fo rmat ion  secu r i t y t ra in ing  p rograms  and  ce r t i f i ca t ions  to  

bes t  use  these too ls .   
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4 .4 .6   IMPROVING SERVICE DELIVERY  

 

A  key sp in -o f f  f o r  the  IFMS programme i s  an t i c i pa ted  in  fu tu re  

cont r i bu t ions  towards  creat ing  capac i t y and  sus ta ining  Sou th  A f r i ca ’s  

t echno logy sk i l l s  base .  However ,  i t  i s  impor tan t  to emphas ise  that  t he  la ter  

s ta temen t  has  no t  ye t  been  rea l i zed .  One  o f  the  cont r ibu t i ng  fac to rs  t o  the  

impact  o f  th i s  ou tsou rc ing  re la t ionsh ip  i s  t he  capab i l i t y  o f  S ITA to  ca r ry  ou t  

t he  tasks  o r  p ro jec t s  p resented  by ECTD and  these  pro jec t s  have  been  

ou t l ined  i n  sec t i on  4 .2  above.  Re la ted  to  th i s  i ssue  i s  t he  fac t  tha t  a  key  

h igh l i gh t  in  S ITA ’s  2007  f i nanc ia l  year  repo r t  was  the  overa l l  s ta f f  tu rnover  

o f  9 ,11% which  was  wel l  be low the cu r ren t  average  of  12% fo r  the  ICT 

secto r  (Ped la r ,  2007) .  

 

The  improvements  i n  se rv i ce  de l i ve ry wh ich  have  occu r red  as  a  resu l t  o f  the  

impact  o f  IT  ou tsou rc ing  have  been  demonst ra ted  by S ITA ’s  ba lanced 

sco recard  resu l ts  ( i . e .  l ea rn ing  and  growth ,  f inancia l ,  bus iness  per fo rmance,  

and  cus tomer  perspec t i ves)  re f lec ted  i n  the i r  2007  Annual  Repor t .  S ITA ’s  

ba lanced  sco recard  has  been h igh l i gh ted  in ten t i ona ll y because  even though 

the  par tners  in  the  re la t i onsh ip  a re  impor tan t ,  bu t S ITA ’s  cont r i bu t ion  and 

success  impacts  pos i t i ve l y  on  ECTD.  Fo r  the  purposes  o f  t h i s  research  and 

re levance to  t he  impact  o f  ou tsourc ing ,  the  S ITA ’s  ba lanced  sco recard  has  

been h igh l i gh ted  as  fo l l ows:  

 

I t  i s  a lso  p leas ing  to  no te  that  loca l l y empowered ICT  p layers  cont i nue  to  

bene f i t  f rom cont rac t s  awarded  by S ITA on  beha l f  o f government .  These ICT  

p layers  a re  the  ones  ment i oned  b y T re r ise  wh ich  S ITA have  i n  the i r  

da tabase ,  and  these p layers  a re  such  compan ies  l i ke G i j imaAST,  Ar iv i a . com,  

Vhuwan i ,  Amava  In fo rmat ion  Techno log ies ,  Advocate  Techno log ies ,  e t c .  A  

to ta l  o f  65  cont rac ts  wor th  R1  527  b i l l i on  were  awarded  du r ing  the  f i nanc ia l  

year  2006/7 .  O f  these,  86% were  awarded  to  b lack  economic  empowered  

se rv i ce  p rov ide rs .  No tw i ths tand ing  the  above  ment i oned  successes ,  i t  i s  
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SITA ’s  cont r i bu t ion  i n  deve lop ing  the  i nd igenous  ICT  indus t r y where  they  

wou ld  expect  to  see  p rogress  i n  t he  fu tu re  (S ITA Annual  Repor t ,  2007) .  

 

F rom a  f inanc ia l  sus ta inab i l i t y  pe rspect i ve ,  S ITA has  exceeded  the i r  

ex pecta t i ons .  Management  has  de l i ve red  s t rong growth  o f  15 ,6% on  revenue  

and  76 ,4% on  su rp lus  fo r  t he  year ,  wh i ch  bears  t es timon y to  t he  under l y i ng  

robus tness  o f  t he  o rgan i sat i on  and  impact  o f  IT  ou tsou rc ing  (S ITA Annual  

Repor t ,  2007) .  

 

The  ob jec t i ve  o f  t h i s  research  i s  t o  deve lop  and  eva luate  a  dec is ion-mak ing 

f ramework  su i t ab le  as  a  gu ide  fo r  pub l i c  o rgan isat ions  managing  IT  

ou tsou rc ing .  The  resu l t s  to  t h is  e f fec t  show tha t  ECTD use SCM gu ide l i nes  

and  S ITA Ac t  No  38  o f  2002  p rov i s ions  as  too l s  fo r  dec i s ion -mak ing .  The 

resu l t s  o f  ou tsou rc ing  a  p ro jec t  such  as  the  IFMS have  p roved  to  be  complex  

and  had  d i ve rse  c i r cumstances  and  as  such  i t  i s  d i ff i cu l t  to  eva lua te ,  as  

adequate  ou tcomes and  feedback  w i l l  on l y occu r  once ou tsou rc ing  has  been 

imp lemented  and  been  opera t iona l  fo r  a  pe r iod  o f  t ime as  Grover  et  

a l . (1995)  have  a l luded .  However ,  fo r  the  f in ished p ro jec t s  wh ich  Ped lar  

(2007)  has  repo r ted  on  i n  the  S ITA ’s  annua l  repo r t , the re  has  been a  20% 

cus tomer  sa t i s fac t i on  improvement  ( i . e .  cus tomer  sat i s fac t i on  survey  

i ncrease f rom 43% to  63%).  

 

ECTD have op ted  to  ou tsou rce  the  IT  serv i ces  to  S ITA so  as  to  u l t ima te ly  

ach ieve  the  super io r  se rv i ce  de l i very  qua l i t y des i red .  I t  i s  t h rough  th is  

pu rsu i t  o f  exce l l en t  serv i ce  de l i ve r y t ha t  va r i ous  pub l i c  o rgan i sat i ons  have,  

acco rd ing  to  ECTD o f f i c i a l s  i n te rv iewed ,  embarked  on  IT  ou tsou rc ing  as  one 

o f  t he  ways  o f  ach iev ing  the i r  goa ls  b y engag ing  the serv i ces  o f  

o rgan i sat i ons  l i ke  S ITA (Lawther ,  2004) .  In  emphas is ing  the  impor tance  o f  

ou tsou rc ing  re la t ionsh ips  between  pub l i c  sec to r  depar tments  and  S ITA,  

Webb  and  Laborde (2005)  and  N iven (2006)  agree  w i th ECTD and  S ITA 

o f f i c ia ls  in te rv iewed  tha t  t he  a t ten t i on  o f  bo th  the  ou tsou rcer  and  the  c l i en t  

mus t  be focused on  the c l i en t ’ s  cus tomers  and  the i r sa t i s fac t i on .  I t  i s  fo r  

Chapter 4 – Results and Discussion 
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t h is  reason  that  the  use  o f  Account  Managers  and  P rov inc ia l  Government  

In fo rmat ion  Techno logy Of f i ce rs  (PGITO)  Counc i l  f o rum have  been  

emplo yed  and es tab l i shed so le l y fo r  tha t  purpose.   

 

In  co r robo ra t ion  o f  the  above Ped lear  (2007)  s ta tes,  “Th is ,  in  pa r t ,  can  be  

a t t r ibu ted  to  ou r  e f fo r t s  t o  a t t rac t  and re ta in  c r it i ca l  sk i l l s  and  mot iva te  our  

bes t  per fo rming  s ta f f ” .  S ITA t ra ined 96% o f  the i r  sta f f  as  per  the  t ra in ing  

requ i remen ts  t o  f i l l  co re  competency gaps  in  t he i r  ex is t ing  sk i l l s  base.  

Fu r the rmore ,  they conc luded  a  s tud y to  i den t i f y t he c r i t i ca l  work fo rce  

segmen ts  in  S ITA that  need  to  be acqu i red ,  o r  re ta ined  and  deve loped  

(Ped la r ,  2007) . 

 

4 .5 SUMMARY 

 

ECTD outsou rced  to  S ITA the fo l l ow ing  IT  se rv i ces  as  repor ted  ear l i e r ,  

namely,  p rov is i on  o r  main tenance  o f  a  p r i va te  t e lecommun ica t ion  ne twork  

(PTN)  o r  a  va lue -added  network  (VAN) ;  t ransversa l  in fo rmat ion  sys tems  and 

i t s  data -process ing  o r  assoc ia ted  se rv i ces ;  t ra in ing  i n  IT / IS ;  app l i ca t i on  

so f tware  deve lopment ;  main tenance  se rv i ces  fo r  IT  so f tware  or    

i n f ras t ruc tu re ;  data -p rocess ing  o r  assoc ia ted  se rv ices  fo r  spec i f i c  IT  

app l i ca t ions  o r  sys tems such  as  webs i te  deve lopment;  and IT  suppor t . 

 

The  in te rv iewed  o f f i c i a l s  f rom ECTD contend  tha t  t hey used the  SCM Guide 

and  S ITA ACT when  pu rsu ing  IT  o u tsou rc ing  fo r  p ro jec t s  such  as  those 

l i s ted  above .  One  o f  t he  key p ro jec t s  ou tsou rced  to S ITA i s  the  IFMS,  wh ich 

i s  a  p ro jec t  p rogramme o f  t he  Nat iona l  T reasu ry work ing  c lose l y w i th  

p rov inces  (e .g .  ECTD) ,  Nat i ona l  Depar tment  o f  Pub l ic  Serv ice ,  

Admin is t ra t ion  (NDPSA)  and S ITA.  The  IFMS p ro jec t  has  been  imp lemented  

fo l lowing  the  SCM gu ide l i nes .  The  key SCM Gu ide  componen ts  a re  demand,  

acqu is i t i on ,  log is t i cs ,  and  d isposa l  managemen t .  

 

Chapter 4 – Results and Discussion 



 

 
 Page 74 of 88 

The engagement  model  used  by S ITA to  gu ide  them on  the  p rocess  o f  

engag ing  i n  an  IT  ou tsourc ing  re la t i onsh ip  has ,  acco rd ing  to  o f f i c i a ls  

i n te rv iewed,  been  a  success .  S ITA uses  a  s tandard  cont rac t  where in  o ther  

spec i f i c  con t rac ts  ge t  m ino r  ad jus tments .  

 

The  impac t  o f  IT  ou tsou rc ing  has  shown  inc reases  in cus tomer  sa t i s fac t ion  

improvemen t ,  t rans fo rmat ion  o f  government  p rocu remen t  and  p rov i s i on ing  

p rac t i ces ,  appo in tment  o f  consu l tan ts ,  in te rpre ta t ion  o f  the  p re fe ren t i a l  

p rocu rement  po l i cy ,  p romot ion  o f  t he  cons is ten t  appl i ca t ion  o f  bes t  

p rac t i ces ,  in fo rmat ion  sys tems  secu r i t y  env i ronment,  and improv ing  serv i ce  

de l i ve r y.  

 

Chapter 4 – Results and Discussion 
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5. CHAPTER 5 – CONCLUSION 
 

 

Th i s  chap ter  se rves  to  h igh l i gh t  the  ma in  f i nd ings  o f  t h is  research .  

Thereaf ter ,  the  researcher  makes  recommendat ions  for  managemen t  p rac t i ce  

pu rposes  and fu tu re  research .  

 

5 .1  MAIN FINDINGS 

 

The  l i s t  o f  t hose  pro jec ts  wh ich  has  been  ou tsou rced  b y ECTD to  S ITA has  

been  found  to  be  s im i la r  t o  t ha t  o f  IT  ou tsourc ing  au tho rs rev iewed .  Th is  

has  grea t l y  s t rengthened  the  pu rsu i t  o f  eva luat i ng  the  processes  and  impact  

o f  ou tsourc ing .  

 

The  reasons  advanced  b y ECTD fo r  embark ing  on  IT  outsou rc ing  have  been  

found  to  be  f i rm ly  g rounded  on  s t ra teg i c  p lans ,  gu id ing  po l i c i es  such  as  

SCM and  re levant  regu la t i ons  such  as  the  S ITA Ac t .  P ro jec t s  such  as  IFMS 

have  success fu l l y been  gu ided  b y these  documen ts .  The  engagement  mode l  

used  b y S ITA to  gu ide  them th rough  the  p rocess  o f  engag ing  i n  an  IT  

ou tsou rc ing  re la t ionsh ip  has ,  acco rd ing  to  o f f i c i a ls  i n te rv iewed ,  been 

success fu l .  S ITA uses  a  s tandard  cont rac t  where in  other  spec i f i c  con t rac ts  

ge t  m ino r  ad jus tmen ts .  

 

The  impac t  o f  IT  ou tsou rc ing  has  shown  increases  in cus tomer  sa t i s fac t i on ,  

t rans fo rmat ion  o f  governmen t  p rocu rement  and  p rov i sion ing  p rac t i ces ,  

appo in tment  o f  consu l tan ts ,  i n te rp re ta t i on  o f  t he  pre feren t i a l  p rocurement  

po l i c y,  p romot ion  o f  t he  cons is ten t  app l i ca t ion  o f  bes t  p rac t i ces ,  

i n fo rmat ion  sys tems  secur i t y env i ronment ,  and improv ing  se rv i ce  de l i ver y.  

 

 

Chapter 5 – Conclusion 



 

 
 Page 76 of 88 

5 .2 RECOMMENDATION FOR MANAGEMENT PRACTICE 

 

I t  wou ld  appear  tha t  ECTD o f f i c i a l s  a re  so le l y  dependent  on  the 

abovement ioned  SCM gu ide  and  tha t  i s  s t rong l y  cau t ioned  by Goo lsby and 

Wh i t l ow  (2003)  when  they s ta te  that  good p lann ing  and an  adherence  to  t h i s  

p lan  by the  par t i es  t o  the  cont rac t  i s  key to  t he  success  o f  any ou tsou rc ing 

i n i t i a t i ve .  Goo lsb y and  Whi t low  (2003)  emphas i se  tha t  i t  i s  impor tan t  t ha t  

bu yers  o f  any IT  se rv i ce  shou ld  have  a  c lea r  understand ing  o f  what  they  

want  done  and  dec la re  up f ron t  the i r  ( i . e .  bu yers )  capab i l i t i es  and 

respons ib i l i t i es  so  that  the  p rov ide r  knows  c lea r l y t he  ex ten t  o f  the  task  to  

be  done  ra ther  than to  re l y on  the SCM gu ide l i nes  and  S ITA Ac t .   

 

Goo lsby and  Wh i t l ow (2003)  sugges t  t he  fo l l owing  f ramework  that  w i l l  

ass is t  o rgan i sa t i ons  such  as  ECTD in  t he i r  dec i s ion mak ing  p rocess ,  namel y,  

t he  in te l l i gence  phase  fo r  p rob lem iden t i f i ca t i on  or  oppor tun i t y seek ing ,  the  

des ign  phase  fo r  the  p lann ing  o f  a l t e rnat i ve  so lu t ions ,  the  cho i ce  phase  (o r  

s t ra tegy se lec t i on  phase)  i s  invo lved  w i th  se lec t ing  an  a l te rnat i ve  o r  course  

o f  ac t i on  f rom those ava i l ab le ,  Ac t i on  phase  revea ls  the  weaknesses  o f  

Goo lsby and  Whi t low  (2003)  mode l  shown  in  F igu re  2  above  and  eva luat i on  

and  mon i to r ing  phase  a l l ows  fo r  regu la r  rev iews,  a  feedback  mechan ism and 

mon i to r i ng  o f  p rogress . 

 

I t  has  been  no ted  above  that  few  o rgan i sat i ons  can a f fo rd  to  deve lop  

i n te rna l l y a l l  t he  techno log ies  that  m igh t  l ead  to  compet i t i ve  advantage  

(H i t t ,  I re land ,  and Hosk i sson ,  2005) .  By mak ing  use o f  ex te rna l  vendors  

such  as  S ITA as  i s  encouraged  by SCM Gu ide l ines  and S ITA Ac t  i n  

ou tsou rc ing  those ac t i v i t i es  i n  wh ich  the  buyer  ( i .e .  ECTD)  l acks  

competence,  o rgan isa t ions  can  concent ra te  on  co re  bus iness .  
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Therefo re ,  o rgan i sa t i ons  look  to  ou tsou rc ing  because  i t  i s  seen  as  a  way to  

reduce  cos ts ,  espec ia l l y  t he  l abour  cos ts  wh ich  a re assoc ia ted  w i th  emp lo yee  

bene f i t s ,  as  we l l  as  the  t ra in ing  and  cap i ta l  cos ts (Drucker ,  1995) .  

 

5 .3  RECOMMENDATION FOR FUTURE RESEARCH  

 

The  cu r ren t  research  concen t ra ted  on  the  sample  o f  fou r  sen io r  o f f i c i a l s  who  

had  w ide  knowledge  o f  IT  ou tsourc ing  w i th in  S ITA and  ECTD.  However ,  t he  

v iews  o f  these  o f f i c i a l s  were  supp lemen ted  w i th  documen ts  such  as  the  S ITA 

Ac t ,  SCM Gu ide ,  Na t i ona l  T reasury Regu la t ions  (NTR),  e t c .  In  h inds igh t ,  

t he  cu r ren t  s tudy cou ld  have  been  more  e f fec t i ve ,  had the  researcher  a l so  

used  end-users  o f  these IT  se rv i ces  ou tsou rced  and may be  c i t i zens  as  wel l .  

The  add i t i on  o f  t he  end -users ’  and  communi t i es ’  v i ews on  the  impac t  and  

p rocess  o f  ou tsou rc ing  IT  se rv i ces  by ECTD to  S ITA cou ld  have  enhanced  

the research  s tud y and had  g iven  i t  more  cred ib i l i ty .  
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7 .  APPENDIX A :  QUESTIONS FOR SITA STAFF INTERVIEW  

 

1 .  Is  t he re  any mode l  o r  f ramework  that  gu ides  you  th roughou t  the  

ou tsou rc ing  p rocess?  

2 .  How d id  you  go  about  ou tsourc ing  w i th  ECTD? 

3 .  Were  you  ab le  t o  he lp  re f i ne  the  s ta ted  need  ( i .e .  d id  you  have  to  

s imp l i f y t he  spec i f i ca t i on )?   

4 .  D id  Eas te rn  Cape T reasu ry depar tmen t  (ECTD)  choose  the  co r rec t  

ou tsou rc ing  op t ion / t ype?  

5 .  Does  S ITA have the  capab i l i t y  t o  p rov ide  tha t  was  dec ided  upon?    

6 .  D id  you  j o in t l y  pa r t i c i pa te  in  the  d ra f t ing  o f  the  SLA  and  i n  i t s  

imp lementa t ion?   

7 .  How were the SLAs  a r r i ved  a t?   

8 .  What  has  been done  to  manage  the re la t ionsh ip  and  how e f fec t i ve  has  

i t  been?  

9 .  Has  the re  been  imp lementa t ion  acco rd ing  to  t he  cont rac t  and SLA?   

10 .  How and  what  benchmarks  were  used  in  t he  ou tsourc ing  process?  

11 .  What  a re  the  d i f fe rences  be tween yo u r  re la t i onsh ips  w i th  the  va r i ous  

Government  depar tments?  

12 .  What  a re  the bes t  p rac t i ces  you  used  du r ing  the ou tsou rc ing?  
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8 .  APPENDIX B :  QUESTIONS FOR SITA CL IENT INTERVIEW  

 

1 .  Is  t he re  any mode l  o r  f ramework  tha t  gu ides  you  ( i . e .  ECTD)  

th roughout  the  ou tsou rc ing  p rocess?  

2 .  How d id  you  ( i . e .  ECTD)  go  abou t  ou tsou rc ing?  

3 .  Was  i t  a  s t ra teg i c  dec i s ion  o r  no t  and  i f  so ,  was  i t  an  app rop r ia te  

s t ra teg i c  dec i s ion?    

4 .   How a re  dec is ions  a r r i ved  a t  regard ing  IT  Ou tsou rc ing?  Descr ibe  the 

p rocess .  ( i . e .  what  a re  the under l y i ng  causes  o f  outsou rc ing? )  

5 .  D id  Eas te rn  Cape T reasu ry depar tmen t  (ECTD)  choose  the  co r rec t  

ou tsou rc ing  op t ion / t ype?  

6 .  Does  S ITA have the  capab i l i t y  t o  p rov ide  the  se rv i ce?  

7 .  D id  you  j o in t l y  pa r t i c i pa te  in  the  d ra f t ing  o f  the  SLA  and  i n  i t s  

imp lementa t ion?   

8 .  How were the SLAs  a r r i ved  a t?   

9 .  What  has  been done  to  manage  the re la t ionsh ip  and  how e f fec t i ve  has  

i t  been?  

10 .  Descr i be  the process ,  what  happens  i f  the  SLA is  no t  adhered  to?   

11 .  How and  what  benchmarks  were  used  in  t he  ou tsourc ing  process?  

12 .  Cou ld  you  p lease  exp la in  how d id  you  go  abou t  prepar ing and  p lann ing  

fo r  ou tsourc ing?  What  was  the  ou tcome?  Did  imp lementa t i on  occu r  

acco rd ing  to  p lan?  

13 .  What  a re  the  key a t t r ibu tes  yo u  a re  look ing  fo r f rom the 

ou tsou rc ing /vendor  o rgan isa t ion?  

14 .  What  bene f i t s  have you  ga ined  i n  ou tsou rc ing  and  what  r i sks ,  p rob lems 

have you  encounte red?  

15 .  What  a re  the bes t  p rac t i ces  wh ich  a re  be ing  used  by you  i n  

ou tsou rc ing?  

16 .  Who is  manag ing  the  re la t i onsh ip  and what  p rob lems encountered?  
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