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Development Outsourcing Projects
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ABSTRACT

With the wide spread of IT outsourcing, internal IT personnel have been required to change
their roles from system development to organizational change agents such as securing software
developmentoutsourcing(SDO)success.ConflictresolutioniscriticaltosecuretheSDOsuccess,
buttheunderstandingofhowITpersonnelfacilitateconflictresolutionaschangeagentsislimited.
ThepurposeofthisstudyistounderstandthenegativeimpactofconflictsonSDOoutcomesandto
investigatethemoderatingeffectofITpersonnel’sconflictresolutionfacilitation(processfacilitation,
contentfacilitation)betweenconflictsandtwoSDOoutcomedimensions(projectefficiencyand
systemeffectiveness).Inordertotestthemodel,datawascollectedthroughacross-sectionalfield
surveyusingquestionnaires,andatotalof144SDOprojectswereusedinthefinalanalysis.Research
resultsshowthatconflictshaveanegativeimpactonbothoftheSDOoutcomedimensions,andthe
effectofconflictresolutionfacilitationbyITpersonnel iscontingentonthedimensionsofSDO
outcomes.
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1. INTRODUCTION

“Even operational conflicts (in outsourcing arrangements) that seem quite small—typically over 
contracts and service—can lead to underperformance, damage relationships, and in a highly connected 
business eco-system, disable strategy.” (Lacity and Willcocks, 2017, p. 81)

NowadaysIT(InformationTechnology)outsourcingisanimportantalternativeformodernenterprises.
ThescopeandimpactofIToutsourcinghasbeenexpandedincreasingly.ModernIToutsourcing
includessoftwaredevelopment, ITfunctionoutsourcing,datacenter,cloudservice,andoffshore
outsourcing (Bapna et al., 2010; Gregory et al., 2009). This widespread of IT outsourcing has
beenmakinginternalITfunctionschangetheirroles.Theirroleshavebeenchangingmostlyfrom
deliveringinformationsystemsfortheirorganizationstosystemanalysis,networkmanagementand
especiallystrongchangeagentsintheirorganizations(Laudon&Laudon,2016).Theyplayavital
roleinaligningtechnologicaldevelopmentswithorganizationalplannedchanges.Thispaperfocuses
ontheirnewemergingrolesofchangeagentsinacquiringorganizationalIToutsourcingsuccess.

DespitethevarioustypesofIToutsourcinghavebeenemergingandIToutsourcinghasbecome
aviablealternative,theeffectivemanagementofIToutsourcingisstillachallengeformanyinternal
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ITfunctions(Lacity&Willcocks,2017).Thischallengehasbeenwidelydocumentedinpriorstudies.
Somesourcesestimatethatmorethan50%ofIToutsourcingfailorperformverypoorly(Ditmore,
2012;Keiser,2014).InthecontextofSDO(softwaredevelopmentoutsourcing)relationshipswhich
thisstudyfocusesonamongthevarioustypesofIToutsourcing,only29%aresuccessful,and71%
areconsideredfailuresorchallenged(Wojewoda&Hastie,2015).ManySDOprojectshavefailedto
meetcustomerexpectationsaswellasbeenreportedtoresultindelayedschedule,budgetoverrun,
andfailuretobusinessneeds(Wojewoda&Hastie,2015;Gefenetal.,2008;TiwanaandKeil,2004).

ThishighfailurerateofSDOoriginatesfromthehighlycomplexrisksofSDOtasks(Choudhury
&Sabherwal,2003;Wallace&Keil,2004).SDOtaskswhereinexternalserviceproviders(orvendors)
technicallyimplementtheinformationrequirementsoftheirclientcompaniesgenerallyinvolvetwo
typesofdistinctrisks.Thefirstisperformancerisk,thatisdifficulttoachieveperformancegoals
suchasprojectscheduleandbudget,causedbyveryhighcomplexitiesofsoftwaredevelopmenttask;
theotherisrelationalrisk,whereinthepartiesinvolvedinoutsourcingrelationshipsseektoachieve
itsowninterestsandexhibitopportunisticbehaviors(Gefenetal.,2008;ChoudhuryandSabherwal,
2003).ThiscomplexinherentrisksofSDOmakeinternalITdifficulttohandletheinter-organizational
developmentissuesandpronetoconflict.IftheSDOrisksarenoteffectivelymanaged,conflicts
generallyarise.Therefore,theinabilitytoresolveconflictsthatariseinSDOrelationshipsisamajor
causeofpooroutcomes(Gooetal.,2009;LacityandWillcocks,2017;Raietal.,2012).

Definedasaseriousdisputebetweenclientandexternalserviceprovider(e.g.,LeeandKim,
1999),thesubjectofSDOconflictremainsanimportantissueinISresearch.Whilepriorresearchhas
examinedthetypesofinter-organizationalconflictsandconflictresolutionstylesinjointventures,
networks,consortia,alliances,andtradeassociations(Barringer&Harrison,2000;Cropper,Huxham,
Ebers,&Ring,2008)andinvariousinter-organizationalcontextssuchasnaturalresourcerights,
labor relations, international relations, volunteering, and manufacturing alliance networks (e.g.,
DyerandNobeoka,2000;MandellandKeast,2009;MolnarandRogers,1979;Renneretal.,2007),
relativelylittleresearchhasexaminedinter-organizationalconflictsintheSDOcontext(Lacityand
Willcocks,2017).

Prior studies on conflict in IT outsourcing mostly discovered that the capability to resolve
conflictsinoutsourcingrelationshipswassignificantlycorrelatedwithoutsourcingoutcomes(e.g.,
Gooetal.,2009;LacityandWillcocks2017;Ndubisi,2011,2013;Swaretal.,2012;Winkleret
al.,2008;Raietal.,2012).Inthesepreviousstudies,notablysomestudiesexaminedtheimpactof
conflictresolutionstylesbetweenthetwooutsourcingparties(e.g.,integrating,accommodating,and
compromising)onoutsourcingoutcomes(LacityandWillcocks2017;Ndubisi,2011,2013).These
studiesprovidevaluableinsightsintoapproachestohandlingconflictsandmanagingoutsourcing
relationships,buttheyfailtoconsidertheinherenttriangularrelationshipcomprisedofvendor,client
usersandclientITgroup.

Theyregardedoutsourcingrelationshipasadyadiconecomprisedofclientandvendorrather
thanatriangularone.However,ifyoulookattheoutsourcingrelationshipsmoredeeply,younotice
thattherearethreetypicalstakeholderscomprisedofvendor,clientusersandclientITgroup.On
clientside,usergroupandITgrouphavetheirownuniquepositionsandintereststhatarenoteasy
tonegotiate.Inthesoftwaredevelopmentoutsourcing,clientusergrouphastheirownuniquesystem
requirementsandclientITgrouphastheintermediaryandmanagingrolesforSDOprojects(Gregory
etal.,2009;ChoudhuryandSabherwal2003).ItisoftenthecasethatclientITpersonnelinteract
withvendors,andclientusersdonothavemanychancestodirectlyinteractwiththem.Therefore,
systemdevelopmentalissuesandconcernsthatclientusershavetendtobecommunicatedandhandled
throughinternalITpersonnel,andtheconflictbetweenclientusersandvendorsmayberesolved
bytheinterventionofinternalITratherthanthedirectconflictresolutionbetweenthem(Gooetal.,
2009).ThistypeofconflictresolutionfacilitationbyITpersonnelhasbeenscarceinpreviousstudies
althoughitisaveryvitalmethodforSDOsuccessinpractice.
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