Sheffield
Hallam
University

$H%% & & &%()*+%

- $ $ ./ &
- & / &
I & $ &
0 I & . $ & & /
& &
1 $HN% & & &W()*+,% $H%% & & &%

& & $ . 2& $


http://shura.shu.ac.uk/information.html




%

#

% &'() *%'

/
$
# 2
2
++ 34 150
#
#
)/ -
189 - -
0'0

=8

<=>



‘A Systemic Governance
Framework for
Information Technology

- Outsourcing’

Martin Slingsby

A Thesis submitted in partial fulfilment of the requirements of Sheffield

Hallam University for the degree of Doctor in Business Administration.

December 2008

Collaborating Organisation: Royal Mail



ABSTRACT

The IT outsourcing market has experienced staggering growth over recent years;
however, evidence suggests that this IT outsourcing movement has been problematic.
(Gartner (2002) estimated that 80% of IT Outsourcing deals failed to deliver their
original anticipated business objectives). This thesis examines organisational
outsourcing trends within a wider organisational context, for example the positioning
of outsourcing within the “flexibility offensive’ (Atkinson and Gregory (1986)). The
focus then shifts to IT outsourcing and specifically how the IT outsourcing
environment is governed.

This research programme utilises action research as the research method. This
involves the adoption of the ‘4 moments of action research’ (Carr and Kemmis
(1986)) namely ‘planning’, ‘acting’, ‘observation’ and ‘reflection’. Soft Systems
Methodology (SSM), initially developed by Checkland in 1969, is adopted as the
theoretical framework. This framework enables the development, implementation and
subsequent reflection on ‘A Systemic Governance Framework for IT Outsourcing’

When this research programme was initiated, Royal Mail was at the early stages of
considering an IT outsourcing route. Royal Mail subsequently entered into a
£1.5Billion (over a ten-year period) outsourcing deal in June 2003. Within my role as
Royal Mail Head of Governance I had a unique opportunity to bridge the gap between
theoretical / academic and practitioner perspectives and to provide a unique and
original application or practical intervention within the Royal Mail IT outsourcing
environment. ‘This intervention has the objective of utilising an original IT
Governance Framework, which is designed and applied as part of this research
programme, as a practical toolkit within the Royal Mail IT outsourced environment.
From a theoretical perspective, the use of SSM and systems thinking in developing a
systemic governance framework for IT outsourcing represents an original approach
which offers new insights into this area of research.

This thesis should be of significant interest to both academic and practitioner
communities within the IT outsourcing and specifically IT governance fields. This
research programme sheds new light on the conundrum of why IT outsourcing is
expanding despite the apparently poor levels of benefits realisation. Further, the
systemic IT Governance Framework, which is developed and implemented, emerges
as a new and leading edge model of control which is capable of operating effectively
within the Royal Mail highly complex and commercial IT outsourced environment.
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1.1 Introduction - Background to the Research

IT Outsourcing represents a complex area of study and is an area where there are
apparently contradictory views. The available literature provides strong evidence that
IT Outsourcing business benefits realisation has been far from impressive. To
illustrate this point research by Gartner (2002) estimated that ‘80% of IT Outsourcing
deals failed to deliver their original anticipated business objectives’. Further studies
from Lacity and Willcocks (2001) concluded that ‘actual benefits from IT
outsourcing are invariably less than those expected’. Strassman (1995) used
somewhat more alarmist language when his research and analysis argued that ‘IT
Outsourcing is a game for losers’. Various other studies have also argued that IT
Outsourcing did not provide the anticipated business benefits realisation. Examples of
these studies included the work of Gordon (1994), Grover, Cheon and Teng (1994),
Willcocks, Fitzgerald and Lacity (1996), Earl (1996), Farréll (1999) and McDowall
(2001). - |

However, in the face of this evidence that IT outsourcing has been far from successful
there has been a recent and rapid expansion of the IT Outsourcing market. Morgan |
Chambers (2007) estimated that the UK IT Outsourcing market has seen rapid
expansion over recent years from £6 Billion per annum in 2000 to an anticipated level
of £40 Billion per annum in 2010. Further, the global IT Outsourcing market has seen
growth from $140 Billion per annum in 2001 to an estimated $350 Billion per annum
in 2008 (International Data Corporation 2007). Evidently the IT Outsourcing
business and practitioner communities were still proceeding with adopting an IT
outsourcing approach despite the poor business benefits realisation warnings

suggested by the various (primarily academic) sources.

This conundrum is a major driver for this research programme which has investigated
the motivation for IT outsourcing under these conditions. This study has provided an
insight of the IT outsourcing problem areas and has enabled the construction of
theoretical frameworks and systems that have sought to provide intervention and
improve governance within an IT outsourced environment. Therefore there is
significant emphasis upon how the IT Outsourcing environment should be controlled

or governed.
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provide a unique practical intervention within the Royal Mail real world IT

outsourcing environment.

This research programme addresses the significant challenges Royal Mail faced in
moving from internal IT service provision to a highly commercial and contractual IT
outsourced environment. This was at a time when Royal Mail was facing major
financial (Royal Mail was losing £1 Million per day at the time of considering IT

outsourcing) and commercial pressures coupled with increased competition.

As Figure 1.1 shows, the design of the Royal Mail IT outsourcing governance
framework is based on knowledge gained by carrying out field research within
organisationé that had previously outsourced their IT capability coupled with using
knowledge from the available IT outsourcing literature. The design of the Royal Mail
IT outsourcing governance framework lead to the application and practical
intervention of the framework, and associated systems and processes, within the

Rdyal Mail IT outsourced environment.

Following application of the IT. Governance Framework an observation would take
place with respect to how effective the framework is within the Royal Mail IT
outsourced environment. There would then be a period of reflection to take stock of
the research programme outcomes in terms of contribution to knowledge has been

made and specifically what the research programme implications are for Royal Mail.

15



1.2 Organisational Context - Positioning of the Outsourcing Phenomenon within

the Wider Business and Organisation Context

Although the overall aim of this research programme is to make a credible
contribution to knowledge within the IT Outsourcing, IT management and specifically
IT Governance fields, it is important to ensure that a holistic rather than reductionist

research approach is adopted. Alvesson and Skoldberg (2002) stated:
‘The meaning of a part can only be understood if it is related to the whole’

This chapter provides an understanding of the general outsourcing phenomenon
within the overall context of organisational strategy and behaviour. This ensures that
the platform for the specific issues of IT Outsourcing will be addressed. Houghton
(1995) stated that outsourcing has been a long established element of business
strategy and that ‘Qutsourcing is a new name for an old practice’. Houghton cites
examples of early outsourcing over the past 50 years in the areas of advertising, legal
services, building maintenance and catering. The reasons cited for the early
outsourcing activities are primarily that the outsource provider could provide the

service better or cheaper (or in some cases better and cheaper).

In wishing to understand outsourcing within the ‘whole’ context of organisational
behaviour it could be argued that outsourcing may have been part of the move from a
modern to a post modern epoch and part of a methodology for coping with an
increasingly turbulent and uncertain environment. Clegg (1990) described the move
towards post modern organisations, which ‘might be centered on a concern with
- flexible specialism’. Therefore outsourcing with its implications of moving from a
fixed to variable cost, material and labour bases could represent an element of this
‘flexible specialism’. The flexibility debate was further articulated by Horwitz (1990)
who argued that economic and political crises have led organisations towards
considering greater ‘flexibility’ in the management of human, financial and material
sources. This may have resulted in a move towards more decentralised organisational
forms and a move away from the more centralised and bureaucratic organisations

characterised by modernism.

16



The move away from the bureaucratic organisation to managing in a post modern
epoch is classified by what was described by Wood (1989) as ‘new wave’
management literature (examples include Peters and Waterman (1982), Peters (1987),
Handy (1989) and Deal and Kennedy (1982). It could be argued tﬁat outsourcing may
have assisted the drive towards a less bureaucratic organisation, not least because
outsourcing of a service previously ‘provided in house will reduce internal staff
numbers, management layers and the amount of internal processes and procedures. To
assist with the analysis of the shifting organisation paradigms the work of Jick, Kerr
and Ulrich (1998), who described the ‘boundary less organisation’, is detailed in the
table that follows:

Table 1.1 - The Boundary Less Organisation

The Shifting Paradigm for Organisational Success

‘Old Success Factors’ ' ‘New Success Factors’
e Size e Speed
¢ Role Clarity o Flexibility
e Specialisation o Integration
e Control ¢ Innovation

The criteria in the table are comparéd with the drivers towards, and benefits
anticipated from, undertaking outsourcing. It is argued that the old success factors
would be cast off implications of undertaking an outsourced arrangement. For
example size of organisation would reduce, role clarity is of reduced importance,
specialisation would be passed to the outsourcer (particularly in the case of any
technology capability outsourcing) and control would no longer be an internal issue. It
is also interesting to critically evaluate the four new success factors in the context of
an outsourced arrangement. Outsourcing and levering expertise from the outsourced

service provider may assist the first factor of speed in terms of access to market or

17




change in product. This may not be the case when considering outsourcing of a true
non-core activity such as building maintenance, howevef, it may have relevance when
considering outsourcing of a key business process such as Information Technology.
The second new success factor is that of flexibility. This is one of the drivers cited for
undertaking an outsourced arrangement (Morgan Chambers 2002) with the potential
move from a fixed to variable cost, manufacturing and labour base proving an
attractive incentive for organisations. The third success factor of integration was

described by Jick, Kerr and Ulrich (1998) as:

‘Organisations that can shift directions quickly and flexibly having processes that
carry concepts of change into the institutional bloodstream, disseminating new

initiatives quickly, and mobilising the right resource to make things happen’

Outsourcing is one way of mobilising the right level of resource to, as the quotation
stétes, ‘make things happen’. The final and fourth success factor is innovation.
Recent trends (Morgan Chambers 2002) have shown an increasing willingness for
organisations to tap into the external environment by outsourcing existing internal
innovation capability or using external expert consultants and expertise. This strategy ~
allows a more holistic and global approach to be utilised particularly when looking for
new market and product opportunities through the use of innovative solutions. For
impact it is useful to quote the example of General Motors when considering what a
‘boundary less organisation’ might look like. General Motors was cited (Aalders
2001) to have about 80,000 suppliers and service providers. The scale and complexity
of this sourcing arrangement may be difficult to comprehend however it is a strategy
that ensures that competition is brought into all areas of General Motor’s motor

vehicle manufacturing capability.

When analysing outsourcing within the wider organizational context, it was useful to
look at the empirical evidence regarding the organisational trend towards what has
been termed the ‘flexibility offensive’ (Atkinson and Gregory 1986). This trend is
also articulated by for example, Nichols 1986 and Prowse 1990, who identified an
organisational trend towards differentiating between what is ‘core’ and what is
‘peripheral’. The argument put forward was that flexible organisations have been

created by the stable and permanent ‘core’ organising, managing and controlling a
oy ging g
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flexible and non permanent ‘peripheral’ workforce. In the case of outsourcing it can
be argued that outsourcing has assisted in creating the flexible or ‘peripheral’ element
- of an organization. Streeck (1987) claimed that the move towards a ‘flexible’
organisation hés increased the ‘general capacity to re-organise in close response to

fluctuations in their environment’.

Mary Jo Hatch (1997), when discussing, the ‘flexible’ post modern organisation,
highlighted:

¢ Predictions are that the future will find us occupying smaller, more decentralised,
informal and flexible organisations that will be primarily service or information
oriented and will use automated production strategies and computer based

technology’

Hatch highlighted the increasing importance of creating ‘flexible’ organisations as
well as the increased role of information and computer based technology within
~ today’s business and manufacturing environment. This serves as an excellent lead into
the next section of this thesis which looks at the growth of organisations that are

outsourcing their information and computer based technology.

The paragraphs that follow highlight a transitional trend from what have been
described as the early outsourcing of non-core or non-critical services (i.e. building
maintenaﬁce) towards ‘outsourcing business critical computer based Information
Technology capability which, according to Hatch (1997) and others such as
Heydebrand (1989), Clegg (1990) and Kanter, Stein and Jick (1992), form the heart
and lifeblood of many of today’s organisations. It is argued that.the move towards
outsourcing of business critical activities such as Information Technology capability
has made the ‘core controlling the periphery’ issue of increased relevance and

importance.

19



1.3 The Growth of Information Technology Outsourcing

The IT Outsourcing treﬁd began in the USA when in 1990 Eastman Kodak announced
that it was outsourcing its entire IT Function. Observers at the time may have
wondered if outsourcing, which had been seen as a traditionally inherent in-house
service, was just another passing management trend or fad. History has shown that IT
Outsourcing has not been a passing management trend and other senior executives of
the USA’s major companies have been keen to follow Kodak’s example and
outsource their IT Functions.- Examples include Continental Airlines, Continental
Bank, Enron, First City, General Dynamics, Mc Donnel Douglas and Xerox (Lacity,
Willcocks and Feeney (1995)).

As detailed earlier, global IT Outsourcing has continued to accelerate over recent
times. The global IT outsourcing trend has expanded from the mega deals of the late
eighties and throughout the nineties to mid-sized deals in more recent times
(Outsourcing Institute - Mid-sized Companieeriscover Outsourcing (2001)). Chief
Information Officers and Executive Boards in the UK have been quick to seize on this
apparent global best practice and organisations such as British Aerospace, BP
~ Exploration, Inland Revenue and Philips Electronics have all followed suit and
outsourced their IT capability (Willcocks and Fitzgerald (1994)). This despite the well
documented warnings of surrendering direct management control of what can be
deemed a ‘critical strategic asset’ (Bergstrom (1991), Buck-Lew (1992) and Ganz
(1990)).

The following figure produced by Morgan Chambers (2007), who are Europe’s

largest specialist outsourcing consultancy, summarises the recent growth in the UK’s

IT outsourcing market.

20
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1.4 The Drivers Behind Information Technology Outsourcing

Morgan Chambers (2001) found that the major reasons (37%) why companies
outsource are predominantly to make cost savings on their IT budgets and expenditure
Other key reasons for outsourcing were cited by Morgan Chambers as being to
improve- quality of IT Service and to use IT Outsourcing as a change enabler (for
example IT outsourcing could be part of a business transformation programme).
Lacity and Willcocks (2001) cited two phenomena that may have led many senior
executives to be attracted to IT outsourcing. The first is a desire to refocus on core
competencies and the second is the issue that IT is perceived by many senior

executives to be a significant cost burden and drain on an organisation’s finances.

With financial savings being a'prime driver for IT outsourciﬁg, a report prepared by
the National Audit Office (March 1996 ref HC255) may well have helped to fuel the
fire of the IT Outsourcing phenomenon. This report provided a case study of the IT
Outsourcing carried out within the Department of Social Security and provided data
suggesting that over 30% of IT Budget could be saved by outsourcing their IT
capability. There is a health warning on this information source as no follow up
report was prepared confirming if these savings had been achieved. However, at the
_time it proved a catalyst for other government departments to follow suit (examples

include the Home Office and The Department of Work and Pensions)

It is useful to analyse the business drivers behind the decision to outsource IT
capability. Lacity and Willcocks (2001) argued that in order for IT to be outsourced
to achieve business advantage two factors must be considered. First the contribution
that an IT activity makes to business operations and second the impact of IT on the
businesses competitive positioning. This is shown in the business factors matrix figure'

that follows:
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‘Useful Commodities’ - These are IT activities that provide incremental benefits to
the business but fail to distinguish it from its competitors. The recommended sourcing

option is to ‘Outsource’

‘Useful Differentiators’ - These are IT activities that differentiate the business from
its competitors, but in a way that is not critical to business success. The sourcing

option is to ‘Eliminate’

The move away from a single supplier to a new breed of complex selective sourcing
or what Lacity and Willcocks (2001) have also termed ‘Multi - sourcing’ is

summarised below:

‘Newly signed mega-deals are rarely based on fixed-price, long term, exchange
based relationships with a single supplier. Instead, customers are seeking to avoid
these pitfalls through value-added outsourcing, equity deals, multi-sourcing, co-

sourcing and creative contracting’

The move from single supplier multi sourcing contracts to multi sourcing made the
‘core’ controlling  the ‘periphery’ debate explored earlier in this thesis more
important and relevant. Because cost reduction is a prime motivator for IT
Outsourcing (Morgan Chambers 2001), it is not difficult to see why multi sourcing
had increased in popularity. Multi sourcing may offer an oppbrtunity to drive down
costs by tapping into all areas of specialism within the global IT market and take
advantage of economies of scale that these specialist IT suppliers can offer. A single
supplier would also have to sub contract areas of specialism, therefore, carrying out a
multi sourcing strategy may offer an opportunity to cut out the middle man. There are
however consequences of adopting a multi sourcing strategy. IT is for many
organisations a core business process which is notoriously difficult to manage and
integrate with business strategy. By using an IT multi sourcing strategy
organisations may be faced with managing and ‘controlling’ a myriad of complex
contracts whilst ensuring that business operations were unaffected and benefits from

the multi sourcing contract were achieved.
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The ‘control’ (or lack of control) issues were not just limited to the management of
external IT contracts. Coombs, Knights and Wilmott (1992) highlighted the
importance of IT with respect to internal management practices. They argued that IT
is a means to direct ‘thought and action’ in organisations and that ‘IT is a controlling
mechanism to ensure that the senior management’s desires and expectations are
understood and implemented’. It was interesting to note that senior managers were
ready to put IT, which is regarded as their ‘controlling mechanism’, in the hands of
external IT service providers. There may be a risk with this sourcing strategy of
losing internal control and influence. However, the undoubted growth and momentum
of the IT outsourcing market is an indicator that that the potential rewards of IT

outsourcing outweighed the risks.

1.5 Justification for the Research - The Problems with Information Technology
Outsourcing

Having highlighted the rapid growth of IT Outsourcing it is interesting, and somewhat

disturbing, to note the views of Lacity and Willcocks (2001):

‘Actual benefits from IT outsourcing are invariably less that those expected’
P

To support this view Strassman (1995) published a paper entitled ‘Outsourcing - A
Game for Losers’. This paper contained an analysis of the IT outsourcing deals
which took place during the early to mid 1990’s. Some of the outsourcing deals
- analysed included Eastman Kodak, Mc Donnel Douglas, US Air, Polaroid and Xerox.

The results of Strassman’s study are summarised by the following quotation;

¢ Those corporations which outsourced heavily were economic losers heading into
the outsourcing act. They were shedding IT along with other corporate functions
because they were in financial trouble. I could not find any corporation with a
consistently large Economic Value Added ( profit after tax) and rising employment,
-which outsourced, despite all the claims about ‘synergy’ or ‘advantages’ of getting
rid of commodity work. The losers were casting off IT because they were already

shrinking their firm’
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When Royal Mail outsourced its IT capability it was losing £1.0 Million per day. It
could be argued that Royal Mail was in the ‘financial trouble’ that Strassman
referred. Also at the time of outsourcing Royal Mail was undergoing a significant
downsizing exercise, or this could be termed the ‘shrinking’ again to which

Strassman referred.

To cast further doubt on the effectiveness of IT Outsourcing, Gartner Dataquest
(2002) carried out research into over 400 outsourcing deals. The general conclusion

from the research undertaken was that:

‘Gartner estimate that 80% of outsourcing deals fail to deliver their original
business objectives, and are either terminated or significantly restructured before

the end of the original contract period’

The costs for organisations of restructuring or terminating IT outSourcing contracts

were deemed by Gartner (2002) to be expensive both “financially and emotionally’.

A reason for outsourcing IT capability was to achieve cost savings (Morgan
Chambers 2001). Research carried out by Lacity and Willcocks (2001) found that out
of 600 outsourcing deals only approximately half claimed to have realised some cost
savings. This research had however been carried out in a largely quantitative manner
and did not get to the issues of why cost savings benefits realisatior_l had been so

poor.

To support the view that cost savings have not been achieved by IT Outsourcing,
SOCITM (A government agency) undertook a significant IT Outsourcing study in
2001 within 49 local authorities across the UK. One of the key findings was that the
authorities who had outsourced their IT capability had an annual IT spend per user of
25% more than the authorities who had not outsourced their IT capability. This report
used a quantitative approach and no information was published as to why the

anticipated cost savings had not been achieved.

Various other studies including the work of Gordon (1994), Grover, Cheon and Teng
(1994), Willcocks, Fitzgerald and Lacity (1996), Earl (1996), Farrell (1999) and
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McDowall (2001) have argued that IT outsourcing has not realised the anticipated

benefits.

Therefore this chapter has highlighted that IT Outsourcing is a complex and
problematic area where a fascinating conundrum and apparent opposing forces
exist. The conundrum, and therefore opposing forces, being the strong evidence that
the IT Outsourcing market is set to continue its rapid expansion despite equally
strong evidence that the realised benefits of IT outsourcing has been far from
impressive. To add to the IT Outsourcing conundrum, it is unclear on how to enter
into a successful IT outsourcing arrangement and in particular how an IT
outsourcing relationship can be effectively managed, controlled and ‘governed’ to
ensure that benefits realisation is achieved. Inadequate governance may have resulted
in a “loss of control’ over the IT outsourcing environment (highlighted in the work of
Farreil (1999), Gallivan and Wonseak (2004) Willcocks, Fitzgerald and Lacity
(1996), Grover Cheon and Teng (1994) and Gordon (1994). The addressing of the

governance and ‘control’ issues formed a key aspect of this research programme.

1.6 The Research Programme Objectives

This research programme has the 6bjectives of addressing both academic and
practitioner perspectives. These differing perspectives are summarised by the work Qf
Pettigrew (1995, 2001) who drew attention to the need for researchers to clear
‘double hurdles’ which are ‘simultaneously delivering practitioner relevance and

scholarly excellence’.
The theoretical (or academic) objectives of this research programme are detailed

below:

> Examine the use of action research as the research method coupled with using
a systems approach as the theoretical framework to provide a unique approach

to address the problematic nature of the IT outsourcing phenomenon
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» Evaluate IT outsourcing within the wider context of organisational behaviour.
For example an objective is to position IT outsourcing within the ‘core

controlling the periphery’ debate ( Nicholls (1986) and Prowse (1990))

> Provide further insights into the current (and indeed future) trends of the IT
Outsourcing phenomenon. This is an opportunity to provide views on new

and emerging IT outsourcing models

» Develop, from basic principles, original and leading edge systems derived
constructs with the end product being the development and application of an
original IT Governance Framework. This framework represents a new
model of cqntrol and adds to the current academic views on this subject area

(for example the work of Otley and Berry (1980))

> Because this research programmeAtakes place over a period of 7 years there is
a unique opportunity to carry out -research over the full extent of the IT
outsourcing lifecycle. Therefore the research is able to provide an end to end
and holistic view across the key stages of the IT outsourcing lifecycle as
defined by Aalders (2001), namely Pre- IT Outsourcing, IT Contract
negotiation and agreement, IT outsourcing transition period and Post IT

outsourcing study
The practitioner objectives of the research programme can be summarised as follows:

» To ensure that the IT Governance Framework is practicaliy applied within the

| Royal Mail IT outsourcing environment. This practical intervention provides a
unique opportunity to underpin my research programme actions in practice as

well as to bridge the gap between theoretical / academic and practitioner

perspectives
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» Physical relationships and interfaces are developed and implemented with the
objective of bringing to life the IT Governance Framework processes and

systems

» A number of IT Outsouréing contract principles are developed and

implemented within a practical and real world environment

> This research programme seeks to build upon the relatively new Mode 2
research concept. Mode 2 being defined by MacLean , MacIntosh and Grant
(2002) as:

‘Research carried out in the context of application’

> This research approach should enhance the practical and practitioner nature
of the research which is a key focus of the Doctorate in Business
Administration research programmes. The Sheffield Hallam University

Doctorate in Administration 2001 brochure states:

‘The Doctorate in Business Administration (DBA) is aimed at those who want to

make a difference to the way that management will be practised in the future’

To summarise, the objectives of this research programme are to provide both
theoretical and practitioner insights and perspectives into the IT outsourcing
phenomenon and specifically, how an IT outsourcing environment is controlled and
governed. This research programme provides a unique and invaluable opportunity
to intervene and test the theoretical frameworks and systems within a real world

practical environment.
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defined the IT outsourcing problem situation, to be constructed. This leads td the
design (Chapter 5) and then application or practical intervention (Chapter 6) of an IT

Governance Framework within the Royal Mail IT outsourced environment.

The next stage of the research programme is to carry out an observation of the IT
Governance Framework (Chapter 7) followed by a reflection on the research
outcomes and what contribution to knowledge had been forthcoming (Chapter 8).
Finally, Chapter 9 provides conclusions of the research programme along with

suggestions for future research and direction.
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CHAPTER 2

IT Governance Literature Review
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2.1 Information Technology Governance

The previous chapter positioned IT outsourcing within the wider organisational and
business context. This chapter examines the specific literature and issues relating to

how the IT outsourcing environment is ‘governed’

‘The idea of IT Governance has come about as a way of imposing order on chaos’
Thomas (2005)

The concept of IT Governance has evolved following the widely reported collapse or
‘chaos’ associated with Enron in 2000, this coupled with the problems associated
with Arthur Anderson and Worldcom in the early 2000’s, where the duties and
responsibilities of the boards of directors for public and privately held corporations
were seriously questioned. As a response to these issues, and to prevent any
reoccurrence, the US Sarbanes - Oxley Act (2002) and European Union Basel 11
(2006) Acts were introduced. These Acts, along with the IT industry
acknowledgement that complex IT projects can easily get out of control, have proved
to be a catalyst for the further development of IT governance which had an objective

of imposing ‘order’ over the IT environment.

Because the IT Governance phenomenon is relatively new (particularly IT
Governance within an IT outsourced environment) it is expected that this research
programme will shed new light and thinking on how to ‘govern’ an IT outsourced
environment. This research programme also provides a unique opportunity to apply
the IT Governance systems and models, developed later in this thesis, within the real

world of the Royal Mail IT Outsourced environment.

The widely used industry definition for IT Governance is used by the Control
Objectives for IT (COBIT) standard, which is issued by the IT Governance institute
(2004) ( www.itgi.org.uk):
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‘IT Governance is a structure of relationships _and processes (1) to direct and

control (2) the enterprise in order to achieve the enterprise’s goals (3) by addin
control 4

value (4) while balancing risks (5) versus return over IT and its processes’

Various IT Governance definitions exist, however they all have common themes

which are numbered 1-§ within the IT Governance Institute definition detailed below:

1. Relationships and Processes - these should exist to ensure that the IT

governance processes are directed and controlled

2. IT Control - IT should operate within a ‘controlled’ environment

3. Enterprises Goals - IT should be aligned with the enterprise’s streitegy and

goals
4. IT Value - IT should add value

S. IT Risks - IT risks should be managed to ensure an adequate balancing of return

on IT processes and investrnent

These 5 key governance requirements are used as the basis for the future IT

- governance literature review and analysis.
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2.1.1 Relationships and Processes

Following any IT outsourcing arrangement it is necessary to retain an IT organisation
in house which is capable of providing appropriate and effective relationship
interfaces with the IT service providers. These relationships are the practical
" mechanisms that ensure that the IT governance processes are brought to life within
the context of the overall IT outsourcing relationships. Lacity and Willcocks (2001)
articulated the four ‘faces’ or tasks of the emerging IT relationship functions in a

post outsourced environment as follows:

» ‘The business face’ - concerned with the elicitation and delivery of
business requirements

> ‘The technical face’ - this ensures that the organisation has access to
the technical capability that it needs

> ‘The governance face’ - concerned with information management
strategy which defines the governance and coordination of the
organisation’s IT activity

> ‘The supply face’ - this encompasses the understanding and use of IT

services

Lacity and Willcocks provided a theoretical insight with respect to what ‘faces’
should exist within the relationships and interfaces of a retained IT organisation. They
had however, not provided information on how these ‘faces’ will practically operate
within the coalface of the relationship between the customer and IT service provider
organisations. This research enables a practical perspectivé to be achieved and also to

critically evaluate my own research findings against those of Lacity and Willcocks.

It is argued that ‘¢rust’, a basic concept of ‘social exchange’ theory, is one of the
most desired qualities in any close relationship (Anderson and Narus (1990), Ganesan
(1994), Henderson (1990), Sabherwal (1999) and Kim and Lee (1999) and Klepper
(1994)). Further McKeen and Smith (2001) argued that ‘The degree of alignment

between any two parties usually plays a key role in the conduct of the eventual
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relationship’. 1t is argued that this ‘degree of alignment’ between a customer and IT
service provider may be broadly determined by a list of basic relationship questions -

that McKeen and Smith (2001) have suggested as follows:

‘Do they understand your business?

Do they have the same priorities?

Do they understand the ‘non specified’ issues?
Do they have the urgency?

Do they anticipate what you need?

Do they care for your budgetary constraints?’

These questions relate to what McKeen and Smith term the ‘level of intimacy’
between the customer and IT service provider. It is argued that achieving a ‘level of
intimacy’ will provide an opportunity to build ‘trust’ into a relaﬁonship. This research
programme enables a first hand understanding and insight of how relationships
operated within a real world practical environment. It also enables comparisons to be
drawn against some of the theoretical relationship perspectives that existed. First
hand knowledge is gained on how (or if?) a ‘level of intimacy’ and ‘trust’ is
developed within the context of the IT outsourcing relationships that were examined.
This research programme is able to test the theory of, for example, Kim and Lee
(2003) that:

‘Relationships based on JSormal contract and rooted in mutual trust give rise to

“stronger bonds between clients and their service providers’
The literature review highlights - the importance of having effective IT outsourcing
change management mechanisms in place, for example the work of - Farrell (2002)

and Morgan Chambers (2002) who stated that:

‘IT outsourcing is one continuous change process from the very outset of the

concept to the final contract termination or renewal and beyond’
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Therefore this research programme ascertains, first hand, the change mechanisms that
are in place within an IT outsourcing environment and obtains views on how effective

these are with the objective of developing new perspectives and thinking.

Lacity and Willcocks (2001) recognised the importance of capabilities and skills and
- professionalism in creating effective relationships and therefore competitive
advantage within the context of an IT outsourcing environment. They identified 9

areas of key skills and professionalism as follows:

1. ‘ISAT Governance’ - Establishing and maintaining the orientation
and vision of the customer /IT service provider relationship

2. ‘Business Systems Thinking’ -  Contributes to the overall
development of business strategy and identifies IT interdependencies

3. ‘Business/IT Relationship Building’ - Develops business
understanding of potential of IT

4. ‘Designing Technical Architecture’ - Analysis of trends in
dévelopment of a range of technologies

5. ‘Making Technology Work’ - Focuses on action and problem solving
aspects of successful IT delivery

6. ‘Informed Buying of IT Service’ - Monitors available services of
external IT supplier(s)

7. ‘Contract Facilitation’ - Facilitate and manage people and

- contractual relationships
8. ‘Contract Monitoring’ - Monitor results against goals
9. ‘Vendor Development’ - ldentifies opportuniﬁes for added value to

business and vendor

These identified areas of skills and professionalism requirements are tested within the
context of this research programme and, by doing this, new theory and concepts will

emerge.
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~ 2.1.2 IT Control

In discussing the role of IT Governance, Sherer (2004) provided the following

definition:

‘IT Governance is the system of structures and processes for directing and

controlling Information Systems’

The importance of directing (or managing) and controlling within the context of
structures and processes which form an overarching IT Governance framework is
highlighted by Sherer. However the work of Farrell (1999) cast doubt over how
successfully organisations are able to ‘control’, and therefore govern, their respective

IT outsourced environments:

‘In many organisations wholesale IT outsourcing has been the norm — handing
over the entire range of technology problems to someone else. Unfortunately they
have found after about six to nine months that the problems haven’t gone away but

what little control they had over them certainly has’

Gallivan and Wonseak (2004) also provided a warning with respect to a ‘loss of
control’ which may be related to the size (and complexity) of the IT outsourcing

arrangement:

‘As the size of the contract increases , the client tends to lose control over its

internal resources and becomes more dependent on it’s vendor’

The ‘loss of control’ issue was supported by other research, including the work of
Willcocks, Fitzgerald and Lacity (1996), Grover Cheon and Teng (1994) and Gordon
(1994). 1t is therefore important from both academic and practitioner perspectives that
consideration is given to appropriate control mechanisms within the design of any IT

Governance processes or systems.

In order to understand more about these control mechanisms, a starting point for

further exploration is the work of Otley and Berry (1980). Otley and Berry argued that
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2.0 ‘Activities outputs must be measured’ - This allows the assessment of the

extent to which the activity is attaining the objectives defined

3.0 ‘Causes of non attainment of objectives must be determined /
monitored’ - This enables the identification of any non-attainment of
objectives to be determined and the effects of any possible actions to correct

the situation to be forecasted and evaluated

4.0 ‘Capacity to take action relating to non attainment of objectives’ - There
must be some capacity for taking action so that deviations in attainment

(outputs), relative to the objectives set for the activity, can be reduced

The work of Otley and Berry assisted with providing a basic understanding of control
theory. Further, this work (in particular the output based administrative control system
and the four control principles) would also prove to be a good evaluation tool for the

models and systems developed and implemented as part of this research programme.

Having understood the basic controlling principles, at the other end of the scale is the
IT industry recognised Control Objectives for Information and Related Technology
(COBIT) framework. This framework was developed in the USA in 1996, is issued by

the IT Governance institute, and:

‘is arguably the most appropriate control framework to help an organisation
ensure alignment between IT and its business goals, as it places emphasis on the
business need that is satisfied by each control objective’

Colbert and Bowen (1996) — quotation made in the year of the COBIT publication

The COBIT framework is detailed in the figure that follows:
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Since it was developed in 1996:

‘COBIT has been adopted in corporations and by government entities throughout
the world’
Guldentops (2004)

However, the research of Ridley, Young and Carroll (2004) found ‘A low level of
COBIT implementation’ and, where implemented, this was primarily due to reasons
of compliance and risk management, for example in USA financial institutes
(primarily due to legal requirements compliance and risk mitigation with the
Sarbanes Oxley Act (2002)). Reasons cited for the low level of COBIT
implementation were that it is too expensive to implement, primarily due to it’s .
complexity and overly bureaucratic nature and therefore widespread implementation

has not been forthcoming (Ridley, Young and Carroll (2004)).

COBIT is not a control framework that was developed for ‘specific’ 1T outsourcing
arrangements (which is the subject of this thesis) but more for ‘generic’ IT
services and management, which at the time of development in 1996, was for

primarily non IT outsourced environments.

Following on from the development of COBIT, and as a result of the work of the IT
Governance Institute, the VAL-IT framework was launched in April 2006. This
framework was developed with the backing of, and in collaboration with, major IT
organisations such as IBM, Fujitsu, KPMG and Price Waterhouse Coopers and was

described by the IT Governance Institute (2008) as:

‘A comprehensive and pragmatic organising framework that enables the creation of
business value from IT enables investments. Designed to align with and
complement COBIT , VAL-IT integrates a set of practical and proven governance
principles, processes, practices and supporting guidelines that help boards,
executive management teams and other enterprise leaders optimise the realisation

of value from IT investments’
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This Figure details the domains and processes which are required to create business
value from IT investments. This is in support of the findings of an IT Governance
Global Status report (2008) which highlighted that ‘a significant number of
organisational leaders are questioning IT’s return on investment’. The work of
Weill and Ross (2004) and more recently De Haes and Van Grembergen ( 2008) also
provided evidence that IT value and benefits management are difficult governance

practices to implement.

The work of Bell Wellington (2006) also highlighted the pitfall that may lie in store
when implementing VAL-IT : '

‘Installing VAL-IT in an organisation will be a major change demanding
appropriate change management, and may attack the ‘power base’ of some

employees in both IT and management , who will attempt to resist it’

The fact that VAL-IT practices and processes span both IT and the business means
that the ‘resistance to change’ to which Bell Wellington referred may have to be
overcome in both the organisations business and IT communities and that any
change management approach adopted would have to be highly collaborative in

nature.

The understanding of basic control theory (Otley and Berry), coupled with an
understanding of the highly complex and bureaucratic control and governance
frameworks that COBIT and VAL-IT represent, is valuable when designing and
applying the ‘IT Governance Framework’ which is carried out later within this

research programme

2.1.3 Enterprise Goals

An emerging theme from the available literature is that the board of an organisation
can no longer regard IT as something that can be managed within a black box. The
traditional handling of IT by board level executives is that, due to limited technical

experience coupled with the complexity of IT, key decisions are left to IT
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professionals ( hence the black box mentality). It is argued that IT governance
should be an integral part of organisations Enterprise governance (or some have

termed corporate governance). This may be due to the fact that:

‘The business dependency on Information Technology has made it so that the
enterprise governance issues cannot be solved without considering Information
Technology’

Van Grembergen (2004 )

The view of Van Gfembergen was further enforced by the IT Governance Institute
(2007) (www.itgi.org.uk):

‘IT governance and the effective application of an IT governance framework are
critical in helping enterprises gain more value from information and information
technology while ensuring that IT remains aligned with the enterprise strategy,

values and culture’

The importance of ensuring alignment or ‘fusion’ of business and IT strategies was
highlighted by Brancheau, Janz and Wetherby (1996) , Plowman (1998) and Farrell
(2003). The need to create this ‘fusion’ was further articulated by Van Grembergen
(2002):

‘ IT Governance is the organisational capacity exercised by the Board, executive
management and IT management to control the formulation and implementation of

IT strategy and in this way ensure the fusion of business and IT’

Indeed Chan, Huff, Barclay and Copeland (1997) summarised the importance of

companies aligning business and IT strategies:

‘Companies that appear to perform best are companies in which there is alignment

between realised business strategy and realised IT strategy’

Without knowing where the business is going, it is impossible to align IT with the

business. Thomas (2005) enforced this view:
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‘The disciplines you need to have good IT governance actually align with the

disciplines you need to have good business strategy and governance’

Although there are few critics to the idea of integrating IT Governance with the
enterprises goals, Carr (2004), in his publication ‘Does IT Matter - IT and the
corrosion of competitive advantage’, raised the idea that IT does not imply strategic
or competitive advantage. This line of criticism might imply that significant attention
to IT governance is not a worthwhile pursuit for senior business and corporate
leadership. An objective of this thesis is to test this theory by developing and
implementing systems and processes which seek to align IT with the entefprises

strategy and goals in pursuit in assisting with the creation of ‘competitive advantage’

2.1.4 IT Value

Before I addressed the specific literature with respect to how IT should deliver value,
I obtained a general understanding of a strategic value management approach. The
work of Kaplan and Norton (1993, 1996) developed a performance / value
management balanced scorecard framework which had the objective of enabling
organisations to translate their visions and strategies into implementation. This

framework is detailed in the figure that follows:
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information source. These authors identified four generic motives for IT outsourcing

decisions which had the objective of providing IT value. These are contained in the

table that follows:

Table 2.1 - The Four Categories of Motives for IT Outsourcing Decisions

Category
Description

Category Details

Strategic and
Organisational

Focus on core business

Eliminate a burdensome IT function

Gain Access to high quality services and skills
Restructure ( i.e. downsizing)

Handle fluctuating IT demand

Exploit new technology

- Share risks and rewards

Speedy response to IT needs
Accelerate re-engineering benefits

Political

Response to government legislation
Enhancement of credibility

Solve internal conflicts

Reaction to the bandwagon

Technical

Access to expertise / technology .
Perceived poor performance of internal staff
Access to better quality services

Economic

Save costs

Generate a cash flow

Convert capital assets to revenue
Accountability of control

Free resources for core activities
Control IT cost (cost predictability)

The research undertaken by Baldwin, Love and Irani (2001) is useful in the later

part of the research programme in that these motives are compared with the real

world Royal Mail motives for IT outsourcing.

Aalders (2001) in his publication entitled ‘The IT Qutsourcing Guide’ provided his

views on why IT Outsourcing has seen such rapid growth, these included:
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‘Improves business and IT processes

Brings increased certainty over cost

Improves the quality of service

Enables a company to keep pace with its competitors
Allows focus on core competency and revenue generation
Offers ﬂ&ibili@ in the quantity of staff

Provides access to specialist skills and knowledge’

As Aalders publication is primarily about the how to implement IT outsourcing it
does not contain any information on what might be the problems with, or case against,
IT outsourcing. Without wishing to be overcritical with respect to the work of
Aalders, (a consultant within PA Consulting Group) he was writing his IT
Outsourcing Guide primarily for use by IT Outsourcing consultants who have much to
gain by managing the lengthy and complex outsourcing process. These benefits
identified by Aalders are later analysed against the field research findings which

enables comparisons to be drawn, again within a real world environment.

The work of Weill and Ross (2004) highlighted that organisations with ‘4bove
average IT governance performance had superior results’. Indeed a specific
example of how an organisations ‘value’ could be enhanced by effective IT
governance was provided in a case study, again by Weill and Ross (2004 ) of United
Parcel Service (UPS). This case study éoncluded that where ‘IT Governance first
helped the firm survive a competitive threat, now UPS’s governance mechanisms
position IT as a strategic weapon’. The ‘value’ and any links to 'strategic advantage
associated with IT governance will be further explored as part of this research

programme.
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2.1.5 IT risks

Thomas (2005) explained the role of risks within the context of an overall IT

governance strategy:

‘The central plank of the IT governance strategy should be about understanding

the risks to the organisation and putting procedures in place to manage them’

There is no single accepted set of generic IT risk definitions, however a study taken

from the Economist Intelligence Unit (2002) is recognised as providing a general

view on what constitutes general IT risks:

>

Investment or expense risk: The risk that the investment being made
in IT fails to provide value for money or is otherwise excessive or

wasted

Access or security risk: The risk that confidential or otherwise
sensitive information may be divulged or made available to those

without appropriate authority

Integrity risk: The risk that data cannot be relied on because they are

unauthorised, incomplete or inaccurate -

Relevance risk: The risk associated with not getting the right
information to the right persons (or process or systems) at the right

time to allow the right action to be taken

Availability risk: The risk of loss of service

Infrastructure risk: The risk that an organisation does not have an IT
infrastructure and systems that can effectively support the current and

future needs of the business in an efficient, cost-effective and well

controlled fashion
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> Project Ownership Risk: The risk of IT projects failing to meet

objectives through lack of accountability and commitment

The specific IT outsourcing literature review highlighted that IT outsourcing
represents a dynamic and high-risk environment (Earl (1996), Aubert , Dussault,
Patry and Rivard (1999), Bahli and Rivard (2003), Gallivan and Wonseak (2004).
" Aubert, Dussault, Patry and Rivard (1999) identified a number of ‘high risk’ factors

associated with IT outsourcing, these included:
> Unexpected IT outsourcing transition and management costs

» Customer “lock in’ to the IT outsourcing arrangement

> Disputes and litigation issues arising from for example a poorly

constructed IT services contract
> Service Debasement (i.e. deterioration in level of IT service provision)
> IT services cost escalation

> Loss of organisational IT skills and competencies

An IT Governance Institute (ITGI) board briefing paper (2004) highlighted the
importance of ‘Embedding risk management within the IT governance structure
that is accountable, effective and transparent, with defined activities and purposes
with unambiguous risk management responsibilities’. An objective of this research
programme is therefore to seek to embed risk management into the overall IT
Governance design to ensure that ‘Unambiguous risk management respoﬁsibilities’

are incorporated.
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CHAPTER 3

The Research Methodology
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3.1 The Research Choices

When considering research choices a key objective of the Doctorate in Business
Administration Research programme is to ensure that any research methodologies and
frameworks utilised would enable theory generated to be tested within a real world
practical environment. The testing within this programme, takes the form of practical
intervention within the Royal Mail IT outsourced environment which enables
theoretically derived systems and constructs to be applied within a real world practical

environment.

The practical focus of this research programme draws my research strategy from
conventional Mode 1 research towards Mode 2. The differences between Mode 1 and
Mode 2 research were highlighted by Van Aken (2001) below:

‘Mode 1 knowledge production is dominated by an academic agenda, is largely
executed inside academia, is focussed on ‘fundamental knowledge’ (rather than

applied knowledge’

‘In contrast Mode 2 knowledge production is solution focussed, orientated not only
on analyses of problems but also on designing solutions. It is often trans-
disciplinary in nature and characterised by a constant flow back and forth between

the fundamental and the applied, between the theoretical and the practical ’

This research programme has a key objective of ‘designing solutions’ which as
“stated above are able to span the ‘fundamental and the applied’ and the
‘theoretical and the practical’. This research programme ensures that the five key
features of Mode 2 research (as defined by MacLean, Maclntosh and Grant (2002))
are considered as part of the research design. These five features are summarised as

follows:
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» ‘Knowledge produced in the context of application’ - This emphasises the

problem solving nature of Mode 2 research

» ‘Tranmsdisciplinary’ - This involves the integration of different skills and
knowledge in a ¢ Framework of Action’ ( Gibbons (1994))

> ‘Heterogeneity and Organisational Diversity’ - Heterogeneous and diverse

teams utilised to address the problem situation '

> ‘Social Accountability and Reflexivity’ - An increased focus on ‘social
inclusion’ may lead to a more reflexive form of research with a deeper

understanding of the research process itself

> ‘Diverse range of Quality Controls’ - In Mode 2 research the quality controls
may have to address the ‘practicality of any proposed solution to the problem

under investigation’ (MacLean, MacIntosh and Grant (2002))

This research programme also addresses issues, highlighted by Van Aken (2001),

associated with the ‘external relevance problem’:

‘Present academic research does not produce by and large valid research pfoducts.
These are relevant, as they contribute to academic understanding of the world of
management and organisation and to the academic debate and they enhance the
position of the researchers in question in 'the academic reputation system. My

problem is not with this internal relevance, but with its relevance outside academia’

-The ‘external relevance problem’ is addressed by ensuring that this research

programme has relevance both within the academic and practitioner communities.
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3.2 Action Research Utilised as the Research Method

Action research projects were described by Wilson (1984) as:

‘Simultaneously bringing about change in the project situation (the action) while
learning from the process of deriving the change (the research)’

Action research is therefore able to meet my key requirements both as a practitioner
with an interest in ‘the action’ and as an academic wishing to make a credible

contribution to knowledge by carrying out the necessary attention to ‘the research’.

The origin of action research stemmed from the work of Kurt Lewin (1946) who
identified a main feature of action research was that it should be focused on specific
problem areas (in my case that of IT Outsourcing). The outcome of the action
research would then lead to some course of action and intervention, the effects of
which would be monitored by appropriaté feedback mechanisms. Action research can
provide a platform that can lead to many and original ‘theoretical insights’ (Whetton
(1989)). My major motivation for using an action research approach for this research
programme is that it is ideally placed to enable ‘theoretical insights’ to be

developed and then to be applied and tested within a practical environment.

Action research is a method that encourages a reflexive approach to the interpretation
of the data (Alvesson and Skoldberg (2002), Easterby, Smith and Malina (1999)) and
therefore, revisiting and reflecting upon the theoretical and practical developments
as the research programme progressed has further appeal in that an improvement

cycle could be generated from both theoretical and practical pefspectives.

My dual role of researcher and practitioner presents difficulties in separating myself
from the field of study. It is therefore better to accept my involvement, as itself part of
the subject to be researched. Checkland (2001) provided his views on action research

which further assists in articulating my positioning within the action research process:
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‘The concept of action research arises in the behavioural sciences and is obviously
applicable to an examination of human activity systems carried out through the
process of attempting to solve problems. Its core is the idea that the researcher does
not remain an observer outside the subject of investigation but becomes a
participant in the relevant human group. The researcher becomes a participant in

the action, and the process of change itself becomes the subject of research’

The argument put forward by Checkland is that when the phenomenon under study
involves social interactions, the ‘researcher’ will not remain solely an observer but
will become a ‘participant’ in the research process . This is a situation that I fully-
related to as an employee of Royal Mail who were considering an IT Outsourcing
route. [ am not only the ‘researcher’ who has an intention to make a contribution to
knowledge in the IT Outsourcing management and governance fields but also a key

‘participant’ and practitioner in the outsourcing process itself.

Because of these dual roles as researcher and participant it was important to be self
aware of my ‘intrusiveness’. Gill and Johnson (1997), Mc Grath (1982) and Huxham
and Vangen (2002)) provided caution with respect to the research becoming intrusive

upon the action:

‘The more the research becomes intrusive on the action, the less ‘real’ (in the sense
of being representative of normal behaviour) the action is likely to be and the more

difficult it becomes to interpret the outcomes’

A research objective is to ensure that the research programme remains as ‘real’ as is
possible. Drawing further on the work of Huxham and Vangen who identified three
design choices (although they are not advocating design choices should be limited to

these) with respect to action research:

» ‘Overtness’ - To what extent will the research aspects of the intervention be

brought to the attention of the practitioners?
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> “Visibility’ - To what extent will the research data collection methods be -

allowed to intrude upon the action intervention?

> ‘Riskiness’ - To what extent is the researcher prepared to take risks over the

success of the action intervention for the sake of the research aims?

At the risk of oversimplification I am sceptical about the ¢overtness’ design choice
as there was a major risk of treating the research participant’s as guinea pigs. On the
opposite end of the continuum the ‘riskiness’ research approach engenders taking a
risk based approach based on a personal agenda. This in my opinion is not an ideal
research process for which the outcomes could provide intervention and influence into
what could be a multi billion pound Royal Mail IT outsourcing commercial contract.
My positioning and belief is that, accepting that no one research choice fits perfectly,
I'am drawn to the ideology of an action research approach based on “visibility’. My
aim and objectives are to take an open and honest approach when dealing with
research data and findings. A key objective is to create an action orientated inclusive

research community.

To further explain my positioning within action research, consideration is giveﬁ to the
categories of enquiry as articulated by Carr and Kemmis (1986), Grundy (1987) and
more recently by Darwin, Johnson and McAuley (2002). The categories of
‘Technical’, ‘Practical’ and ‘Emancipatory’ serves as a useful tool in analysing my
own positioning within this research programme and how I would enquire and interact
within the research community. My own positioning (again accepting that there is no
perfect fit) is within the ‘Practical’ domain where as Darwin, Johnson and McAuley

(2002) stated the research process is based on:

‘Understanding the environment through interaction based upon a consensual

interpretation of meaning’

Action research operates on the premise that research is ‘highly reflective’ and is in
effect an open ended cycle based on what is being observed. This is detailed in the

figure that follows by Zuber-Skeritt (2001):
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Figure 3.1 - The Spiral of Action Research

Revised Plan Act

: Observe

Reflect

Reflect

Plan

Act
Observe )

Source: Zuber-Skeritt (2001)

Kemmis and McTaggard (1988) summarised the reflective nature of actions within
the context of this research programme and the need for my own self-reflective

inquiry:

Action research is a form of collective, self - reflective inquiry that participants in
social situations undertake to improve: (1) the rationality and justice of their own
social or educational practices and (2) the participant’s understanding of these

practices and the situations in which they carry out these practices’
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The adoption of a ‘self reflective’ style is important within the context of my dual role
of researcher and practitioner. It is necessary to display a high level of interpersonal
sensitivity and personal awareness of my potential influence over the research
programme participants. It is important, that in my role of researcher, I did not impose
any preconceptions on the practitionérs involved within the research programme and
equally as important that I did not impose any preconceptions I had as a practitioner
on the research subjects involved in the research activities. The challenges of this
research programme involve critical self analysis and reflection around the issues of

‘how one thinks about thinking’ (Maranhao 1991). It also involves:

‘Attention to the complex relationship between processes of knowledge production
and the various contexts of such processes as well as the involvement of the
knowledge producer’

Alvesson and Skoldberg (2002)

My role of researcher, or ‘knowledge producer’, in addition to the practitioner role,
provides different challenges and contexts which require consideration throughout

the course of this research programme.

This research programme follows the ‘four moments’ of Action Research (Carr and

Kemmis (1986). This is detailed in the figure that follows:
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3.3 Soft Systems Methodology (SSM): Justification as the Research Theoretical
Framework '

SSM has been developed by Peter Checkland at the Department of Systems at the
University of Lancaster and its associated consultancy company ISCOL Ltd since
1969. SSM represents a well developed theoretical framework which has advantages

articulated by Alvesson and Skoldberg of being:

‘A well developed theoretical frame of reference can also help us make good

interpretations’

As a starting point in justifying the influence of Soft Systems Methodology (SSM) as
my theoretical framework and making ‘good interpretations’ within the context of

this research programme I draw upon the views of Patching (1994):

‘SSM is not a technique that requires certain procedures to be followed in order to
obtain a predictable outcome, but is a set of guidelines for applying systems ideas to
problem situations. Although these guidelines help an analyst approach

investigations methodically, they still allow scope for individual interpretation’

‘Individual interpretation’ is a key concept within SSM with the underlying
philosophy being that each researcher will engage in the subject area and inevitably
interpret their own version of reality from a subjective viewpoint. The deﬁniﬁon of
SSM, as provided by Bulow (1989), linked SSM to the real world issues that my

research programme addresses:

‘SSM is a methodology that aims to bring about improvement in areas of social
concern by activating in the people involved in the situation a learning cycle which
is ideally never ending. The learning takes place through the iterative process of
using systems concepts to reflect upon and debate perceptions of the real world,
taking action in the real world and again reflecting on the happenings using
systems concepts. The reflection and debate is structured by a number of systemic

models’
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As Bulow states, SSM facilitates taking action in the real world which is why it is an
ideal research tool for practitioners like me who are tasked with putting forward
practical solutions to complex issues and problems in the real world. Bulow also made
the point that SSM facilitates critical reflection and debate using systems concepts.
This again is a key issue for me, in ensuring that I took an holistic and critical

approach to the research programme.

SSM is ideally suited to researchers working in action research mode. The following

quote confirms the relationship between action research and SSM:

‘It (SSM) is also a useful research tool, especially for those working in an action
research mode. Thus it helps organise complex research projects, especially when
incorporating different forms bf data from different sources. In addition, it provides
a means for analysing and understanding problems in complex systems, as well as
Sor identifying alternatives and options for improvement and change’

Cassell and Symon (1998)

A key objective of this research programme is in making a valuable contribution to
knowledge within the IT Outsourcing and specifically IT Governance fields. This,
coupled with providing practical intervention within the IT outsourcing environment,
involved identifying and implem.enting actions which as Cassell and Symon stated

provided ‘alternatives and options for improvement and change’
Throughout the nineteen eighty’s Checkland’s Seven Stage model of SSM was the

universally accepted model of SSM. The seven stages of SSM are detailed in the
figure that follows:
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This four stage model influenced, and was used as the basis of the research

programme theoretical framework, the key stages are summarised as follows:

SSM Stage 1 - Problem Situation

The first stage is to express the problem situation. This is carried out by constructing
rich pictures which, as Checkland (2001) highlights, have advantages of taking an
‘holistic’ rather than ‘reductionist’ view of the problem situation which in my case

are the issues and problems of IT outsourcing:

‘Pictures can be taken in as a whole and help to encourage holistic rather than
reductionist thinking about a situation’
Checkland (2001)

SSM Stage 2 - Purposeful Activity Models and Systems

This stage deals with developing root definitions and descriptions of what the systems
may be and what they should achieve. In my research context it involves definitions
of systems which ensure that the benefits of IT outsourcing are realised. This involves
utilising what Checkland (2001) has termed the CATWOE criteria (i.e. Customers,
Actors, Transformation, Weltanschauung (worldview), Owners and Environment
constraints). Although the CATWOE criteria acts as a useful checklist in analysing
system requirements, as Wastell (1996) argued, there is a danger of developing an
overly rigid approach and an over dependence on the methodology. As a result there
is a danger of the researcher becoming ‘blinkered’ and using the methodology in a

manner that Wastell would describe as a ‘fetish of technique’

SSM Stage 3 - Comparison and Debating

The next stage involves developing theoretical and conceptual models and
frameworks within the systems world and then comparing these models with what
may exist (and what needs to exist) in the real world. This represents an excellent
opportunity to critically reflect on the real world (my role of practitioner within Royal
Mail) and the theoretical world (my role as researcher and academic) aspects of this

research programme.
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SSM Stage 4 — Action to Improve

The final stages of SSM involve taking action to improve the IT outsourcing problem
situation and relate to agreeing and then implementing the required changes and
actions. The actions to improve result in identifying changes to current practices and
challenging existing theoretical frameworks and thinking. Checkland (2001)

highlighted the issues with implementing changes to current working practices:

‘Learning from experience is difficult for everyone. Everyday life develops in all of
us trusted intellectual structures which to us seem good enough to make sense of
our experiences, and in general we are reluctant to abandon or modify them even

when new experiences implies that they are shaky’

The process of implementing changes to current working practices is a challenging
and interesting aspect of this research programme. This involves the introduction of
new working practices and frameworks and challenging the validity of existing
working practices and frameworks, which as the quotation above states people may

be ‘reluctant to abandon’

The actions are subséquently monitored for effectiveness, therefore SSM can be
regarded as an open ended highly reflective research framework. This works well
with my programme research objectives, accepting that both my theoretical and
practical contributions to knowledge will be tested and challenged over a period of

time by both practitioner and academic communities.
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SSM facilitates either incremental or radical change, depending on the nature of the
change required. From my own perspectivé this research programme involves
developing and implementing new systems and processes which facilitate the
significant move from an in sourced to outsourced environment. This change is

therefore more radical than incremental in nature.

My epistemological positioning is within the subjective quadrants of Burrell and
Morgan’s typology of social science. This is in line with both the SSM and Action
Research methodologies that are used as part of this research programme. Both of
these methodologies and highly interpretative and therefore subjective in nature. This |
enforced by Gill and Johnson (1997) who, when describing Action Research, stated

that ‘The researcher acts upon his or her beliefs’
The definitions of Radical Humanism and Interpretative Sociology provided by
Johnson and Duberley (2000) provides further assistance in explaining my

epistemological positioning:

‘Radical Humanism — socially constructed realities entrap people who are complicit

in their sustenance. The aim is to release people from these ideological constraints

through developing alternatives’

The ‘alternatives’ are the change mechanisms that constitute the new IT Governance
Framework systems, processes and ways of working which are developed and
implemented as part of this research programme. The ‘social construction’ of the IT

Governance Framework takes place with key stakeholders within Royal Mail.

‘Interpretative Sociology- since organisations have no prior independent existence

they are to be understood from the participant’s point of view with the aim of

understanding how shared versions of reality emerge and are maintained’

This research programme engages ‘participants’ both from external organisations and
from within Royal Mail. This engagement enables ‘interpretations’ to be made and
‘shared versions of reality’ to emerge and be subsequently tested within a practical

and real world environment.
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Checkland (2001) positioned SSM within the same area as critical theory. The work
of Prasad and Caproni (1997), which identified the four broad themes relating to

critical theory, is compared with my own research programme approach. This is

detailed in the table below:

Table 3.1 - The 4 Broad Themes of Critical Theory

Prasad and Caproni ( 1997) - The Four
Broad Themes Relating to Critical
Theory

Research Programme Approach

1.0 An emphasis of the social construction
“of reality

Social construction would take place by
engaging with external organisations and
also within Royal Mail

2.0 A focus on issues of power and
ideology - for example an awareness
that social constructions are influenced
by power relations

The research programme would consider
the ‘power relations’ and personal
agendas across Royal Mail

3.0 The need to understand any social or
organisational phenomenon within
holistic contexts

IT Governance and IT Qutsourcing would
be considered within the wider context of
outsourcing and organisational strategy
and behaviour. By doing this an ‘holistic’
context’ would be developed

4.0 The importance of the ongoing
construction of social arrangements
(defined as ‘Praxis’ )

The system’s , processes and ways of
working developed throughout this
research programme would be ‘socially

constructed’ by engaging with key
stakeholders and teams across Royal Mail

To summarise this Chapter, this research programme utilises Action Research as the
research method and SSM as the theoretical framework. This approach enables the
theoretical construction, or design, of an IT Governance Framework which is tested
by practical intervention within the Royal Mail IT Outsourced real world
environment. This approach is highly interpretative and there is significant interaction
with users and key stakeholders to enable the IT Governance Framework to be
designed and applied. This approach enables a period of observation and then

reflection to be incorporated into the research programme.
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