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Title: Building Competitive Advantages through IS Outsourcing: A Resource-Based View 
(RBV) Approach (submitted to MISQ) 
Authors: Jahyun Goo, Rajiv Kishore, Kichan Nam, H. Raghav Rao, and Yongil Song 
(alphabetical order) 
Abstract: This paper employs the lens of resource-based view (RBV) to investigate how firms 
create competitive advantages through IS outsourcing arrangements. The RBV framework is 
used to explore how a firm adds value and reaps benefits from IS outsourcing arrangements. In 
this revision, we incorporated Partial Least Squares method of the structural equation modeling. 
The primary finding is that in the process of value creation, the 'absorption' of the managerial and 
technical capabilities of external vendors is critical. When the client firm is able to absorb and 
integrate the IT capabilities of outsourcing vendors, these absorbed capabilities in turn become 
the source of IT competence and competitive advantages vis-à-vis the competition. 
 
Title: IS Outsourcing: A Content Analytic Investigation (published in the proceedings of ICIS 
2000, Australia, December, 2000) 
Authors: Jahyun Goo, Rajiv Kishore, and H. Raghav Rao 
Abstract: This research-in-progress accepted at ICIS'00 addresses the question- what are the key 
drivers for ITS outsourcing? ITS outsourcing drivers are examined in this research in light of 
several underlying organizational and economic theories in order to generate a comprehensive 
and enduring ITS outsourcing drivers taxonomy. A preliminary taxonomy has been developed 
using qualitative content analysis of 46 articles, which been triangulated using an 
internal/external drivers model developed from systems-theoretic notions. Quantitative content 
analysis technique will be used to analyze outsourcing reports publicly available in the PR 
Newswire database published over the last 11 years to further develop the ITS outsourcing 
drivers taxonomy. It attempts to study the consequences of alternative operational procedures for 
content analysis using the measurement and the structural modeling. It employs measurement 
models in order to validate 14 categories identified as a qualitative content analysis and then 
applies factor analysis to the category counts in order to identify themes, referred to clusters of 
categories with different connotations that taken together to refer to some theme or issues. In 
addition, it tries to investigate the relationships between the evolution of outsourcing drivers and 
the advent of the Internet/E-commerce. 
 
Title: A Study of the Impact of Vendor Capabilities on ASP Outsourcing Success 
Authors: Matt Swinarski, R. Kishore and H. R. Rao (Proceedings of the 2nd International 
Conference on Outsourcing of Information Services (ICOIS'2001), Bayreuth, Germany, June 
2001. 
Abstract: The growth of outsourcing as an Information Technology Systems (ITS) governance 
mechanism has dramatically increased during the 1990s and has recently evolved into a new kind 
of business model known as Application Service Providers (ASPs). A key area, which previous 
ITS outsourcing literature has failed to directly address, is vendor capabilities. This is surprising 
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considering the literature often cites 'access to the capabilities and experience' of The vendor as 
one of the main reasons why firms outsource DiRomualdo and Gurbaxani, 1998; Gurbaxani, 
1996; Khosrowpour, et al., 1996; Quinn, 1999); and that vendor capabilities are probably the 
most critical factor associated with successful ITS outsourcing relationships (DiRomualdo and 
Gurbaxani, 1998; McFarlan and Nolan, 1995). This research begins to address this void by 
investigating two assumptions about the impact of vendor's inherent capabilities in the ASP 
domain on delivering quality Information products and services: 1) the technical ability of 
vendor's personnel and 2) the degree of formalized organizational processes. In order to do so, 
this research draws on the Capability Maturity Model (CMM) stream of research to identify key 
organizational process capabilities influencing system, information and service quality. The 
Capability Maturity Model (CMM) area is well known in software engineering but has not 
hitherto been used in ITS outsourcing research. 
 
Title: 'Intermediaries in e-commerce Sourcing (Proceedings of the 2001 Americas Conference 
on Information Systems Boston, 2001. (Best paper in IT management track) 
Authors: Manish Agrawal, R. Kishore and H. R. Rao, 
Abstract: Transaction cost economics suggests that services should be outsourced when there 
are a large number of vendors available to provide a service, since this eliminates possibilities of 
opportunism. However, clients face search costs when there are a large number of vendors to 
choose from. This paper develops a simulation tested to analyze the role of intermediaries in 
reducing search costs for clients.  
 
Part II – Proposal for future research 
 
Identifying Successful IS/IT Sourcing Prototypes: An Evolutionary Path Model.  IS sourcing deals 
have evolved from simple outsourcing through co-sourcing to strategic partnership and most recently to 
virtual corporations that have started to appear in the market. Based on 52 extensive case studies, the 
current research endeavor identifies 5 preliminary prototypes: cost-center, profit-center, corporate spin-
off, modular sourcing, and alliance network types. These types are found to be effective, but very 
different in many key dimensions of IS sourcing such as breadth, technological requirements, and 
contract complexity. In this proposal, we first briefly describe the successful prototypes of IS sourcing 
and then combine the prototypes into a normative framework which can be used to identify sourcing 
needs and requirements. Then, we move our attention into the evolutionary aspect of IS sourcing 
prototypes, by adding the time dimension to the framework. A cross-cultural study framework is 
suggested in order to compare and contrast the sourcing prototypes and evolutionary paths across 
different sourcing environments. 
 
I. Prototypes of IS sourcing 
Five basic prototypes are suggested, including cost-center, profit-center, corporate spin-off, 
modular sourcing, and alliance network types. 
 
I.1 Cost Center Approach 
Primary purpose of this approach is to substantially reduce IT/IS costs by outsourcing non-core 
IT activities. In this early form of outsourcing, the outsourced IT/IS activities become the cost 
center. Vendor’s primary concern is to provide IT services at the minimum possible cost. Thus, 
service level is less important than availability, reliability, and cost. Early outsourcing contracts 
fall mostly in this category. Firms outsource data center, help desk, system maintenance, user 
support functions, or other non-core activities in an effort to contain rising IT costs and to focus 
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there IT efforts on core, strategic activities. Many firms today still follow this type of 
outsourcing as a model. 
  
I.2 Profit-center Approach 
The purpose of this approach is to transform the cost-oriented IT functions into a profit center by 
integrating IT functions and separating the IT functions as a satellite company or a SBU 
(strategic business unit). The new satellite company or SBU becomes independent to the point 
that it competes in the market as well as provides IT services for its owning corporation. Thus, 
the vendor’s (the satellite unit’s) primary concern is to provide IT services on a reasonable profit 
margin. The client firm (the owning firm) receives IT services at a competitive market price; the 
satellite firm is exposed to market competition. In this way, the owning firm may receive state-
of-the-art IT services at competitive market price. Both service level and cost are considered.  
 
I.3 Spin-off Approach 
This approach spins-off some or all of IT functions in an effort to downsize and refocus the firm. 
The spun-off firm provides outsourcing functions as a completely independent company. The 
IT/IS function becomes a separate corporate entity that provides comprehensive (or just a part of) 
IT services to the clients (the previous owning company). The business activities of the vendor 
are not bound to previous owner. The nutshell of the deal is to slim down the IT operation so that 
the firm focuses on whatever they do best. The new vendor has in-depth knowledge on the 
previous owner in terms of IT needs and requirements and thus is able to provide customized 
service. Meanwhile, the vender is exposed to market competition so that the service level and 
technology are in sync with the current trend.  
 
I.4 Modular Approach 
This approach represents co-sourcing or selective sourcing, aiming at selectively outsourcing IT 
functions to highly specialized vendors. The clients retain most of functions in-house, while 
outsourcing some IT functions from a group of vendors. In this way, the client still secures the 
core (or strategic) activities and outsources other IT functions in a cost-effective way. The 
outsourced functions could also be strategic to the client. The client retains outsourcing functions 
in what they believe they do best compared to market and outsource the rest of them. The client 
firm usually assumes the coordination and planning functions while the vendors provide specific 
services required by the client firm.  
  
I.5 Evolving prototype: Strategic Partnership/Alliance Network Approach 
Currently, this approach is being developed in the market. The approach is to provide a 
comprehensive set of IT services by a main generalist vendor and a set of specialist vendors. The 
main vendor acts like a hub, connecting all the special IT vendors and coordinating their 
activities. The client deals with only the major contractor and in this way, the client does not 
have concern the details of the IT services provided. Alliance network becomes a service 
provider for the client. This represents a recent trend in outsourcing contracts. The major vendor 
organizes a set of service providers who are specialized in one or two IT functions. Sometimes, 
the outsourcing vendors organize a firm through which IT services are provided to the client. The 
state-of-the-art IT services are provided and upgraded as new technology becomes available. 
This type of sourcing strategies focuses on providing strategic IT services that affect the vitality 
of the client firm.  
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II. An Evolutionary Path Model of ITS Sourcing Contracts  
When we add the time dimension to the 5 identified prototypes, we can find that the five 
prototypes represent practices in the past (cost-center type), in the present (profit-center, spin-
offs, and modular types) and in the future (alliance network). As an extreme form of the alliance 
network, the virtual corporation seems to have appeared in the market with the inception of the 
electronic marketplace. If we summarize the present prototypes of ITS sourcing practices in co-
sourcing, the following shows the developmental stages of the IS sourcing practices. 
 

 
Figure 3: Evolutionary model of e-commerce sourcing 

 
II.2 Research initiatives 
In this research, we first focus on the factors that determine the migration of IS and e-commerce 
sourcing deals from the simple one to networked, virtual forms. Then we investigate the process 
and structure in which simple outsourcing model evolves into co-sourcing and strategic alliances. 
ITS sourcing is still in growing stage; technological infrastructure of ITS changes so fast that 
firms are hesitant to make a long-term commitment. We plan to apply the proposed model to, 
first, ITS sourcing in the U.S. and second to a cross-cultural setting. The following research 
questions could be investigated: 

•  Evolutionary paths of e-commerce sourcing deals: What are the factors that determine the 
migration of E-commerce sourcing contracts from a simple one to networked alliances? 
How does E-commerce sourcing deals evolve as time passes by?  

•  Cross-cultural study of sourcing contracts: How do e-commerce sourcing practices differ 
under diverse environmental conditions? What factors determine such difference?  

 
Prior research indicates that sourcing objectives are the prime factor that affects the 
characteristics of the sourcing contracts (Anderson Consulting, 1999). Others include 

C
hraceristics of the 

relationship 

Stage 4 
Corporate Network

Stage 3 
Strategic Partnership/venture

Stage 2 
Mutual cooperation/co-sourcing

Stage 1 
Simple outsourcing

Sourcing objectives 

Cost   Efficiency  Process   Strategic   Market  
Reduction     restructuring refocusing Creation

Current Model 

Inception 
stage 

Virtual 
corporation 



 5

environmental risks and contract risks as factors influencing the sourcing characteristics. We 
propose a dynamic model in which changes in the risk factors, in conjunction with the shift of 
the sourcing objectives, jointly determine the evolutionary path of the contracts. We intend to 
research, among other factors, the following factors for the prototypes representing the past, 
current, and future forms of sourcing relationships: 

•  Service level agreement (SLA): SLA represents the core of outsourcing contracts. How 
precise SLAs should be, however, depends on the IS/e-commerce sourcing model and the 
relationships between the partners. In certain environments, too sophisticated SLA might 
hurt the performance of the vendor. We intend to investigate the trend of SLA, and the 
content and the metrics of SLA for different types of deals.  

•  Trust factor: As simple outsourcing evolves into more complex models of ITS sourcing 
deals, unseen factors like trust and culture become more important and tend to replace 
formal agreements. Formal agreements tend to have more open-ended, or loosely defined, 
clauses and trust relationships emphatically fill in the blanks left in the contracts. What 
elements promote the trust relationships; what are the trust dimensions in ITS sourcing 
deals? These questions will be investigated. 

 
Traditionally, cross-cultural studies have focused mainly on the cultural and economic 
differences across nations, which bear modest value for managerial research initiatives. The 
current research does not intend to duplicate what has been found in traditional models of cross-
cultural study. Instead, we aim at, first, verifying the time and institutional lag in the practices of 
e-commerce sourcing practices between two national entities, and second, finding the managerial 
and environmental factors that causes such differences in ITS sourcing practices of firms in 
different nations. We also plan to pose the question of learning in the practice of ITS outsourcing 
deals across the cultural and institutional boundaries. Many researchers have asked the same 
questions within an institutional, and cultural boundary and found the evidence of learning in the 
part of later participants. Would the same effect happen across national boundaries as in the 
European community? The proposed research intends to answer this question.  
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