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Abstract

Literature has traditionally studied outsourcing of services as a make-buy decision in which
an organization chooses to purchase a service that it previously performed in-house. (Monczka et
al. 2005). By employing low-cost skilled resources and working to well-articulated performance
contracts, the external service providers can deliver non-critical non-core and critical non-core
services at low cost. However, there is an increasing trend towards outsourcing of activities closer
to the core business, such that the service providers tend to become partners, being responsible for
key business issues, problems, and outcomes, on an end-to-end basis. With the above-increased
scope of activities, this new form has moved far and beyond traditional outsourcing as commonly
understood. This new model, termed transformational outsourcing (Linder, 2004; Mazzawi, 2002)
despite its growing significance in the industry, has been under-researched. Also, extant research
on outsourcing has primarily taken a client-centric orientation, with limited attention paid to the
providers’ perspective. To address the above gaps taking a provider-centric view this research

takes up the following three studies.
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One of the most popular and complex forms of the above new model is transformational
managed service, sometimes loosely referred to as As-a-Service. This form of outsourcing
demonstrates integrated traits of multiple prevalent outsourcing forms studied across literature
streams. On the one hand, it incorporates facets of subscription-based services delivered on-
demand through cloud-enabled ecosystems (Bharadwaj et al., 2010) and managed services
(Deloitte, 2017) as studied in Information Systems literature. On the other hand, it also

demonstrates traits of Strategic and Transformational Outsourcing (Ghodeswar and



Vaidyanathan, 2008, Brown and Wilson, 2007), Solutions/Integrated Solutions (Brady et al., 2005)
and Service Productization (Chattopadhyay, 2012; Baines et al., 2007) as elaborated in Strategy
literature. The above overlapping presence creates confusion in the minds of practitioners and
academia about the true constituents of transformational managed service. To address this
deficiency, the first research, using a grounded theory approach, through semi-structured personal
interviews of 18 industry leaders across 5 firms, supported by 10 caselets built from archival data,
identifies the relevant necessary and sufficient attributes (extant in Information Systems and
Strategy literature as well as idiosyncratic ones) which ascertains transformational managed
service outsourcing different from its prevalent traditional from. Furthermore, it endeavors to build
a comprehensive and unambiguous definition of transformational managed service outsourcing for

the benefit of all.
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In the outsourcing context, the scope of extant research on competencies of service
providers (Feeny et al. 2005), has been primarily confined to the traditional model. Thus
identification of required idiosyncratic competencies for transformational outsourcing which
represents a step change from traditional (Kedia and Lahiri, 2007) remains a gap. The second
research, using transformational managed service (As-a-service) as a representative of the above
new form, endeavors to address the above deficiency. Following the same grounded theory
methodology, as described in the prior research, through interviews of 18 senior leaders across 5
provider firms and supported by 10 caselets built using archival data from secondary sources, the
second research identifies eight key competencies required by traditional providers to sustain and
grow in the transformational outsourcing scenario. Subsequently, integrating extant understanding

of literature on classification of competencies (Zollo and Winter, 2003), contextuality of



competencies (Zollo and Winter, 2003; Zahra et.al 2006) and performance impact of competencies
(Karna et.al, 2016),the researcher built a framework categorizing the above-identified
competencies into learning mechanisms, dynamic and operational competencies. Furthermore, the
researcher classified the above dynamic competencies based on their roles played to sense, seize

and reconfigure potential opportunities (Teece (2007) in the transformational outsourcing context.
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While the second research stopped at identifying and classifying the competencies
required, the third research endeavors to extend the second through exploration of the
combinatorial recipes of competencies required by traditional outsourcing service providers to
succeed (and fail) in the transformational outsourcing scenario. Building on the premise that
outcomes rarely have a single cause and causes rarely operate in siloes to deliver outcomes,
especially in complex business scenarios, this study looks at causal combinations instead of
isolated treatments. It uses the theoretical concept of equifinality which provides the persistence
for a variety of design choices that can all lead to the desired outcome (Fiss 2011) and FsQCA
(Fuzzy Set Qualitative Comparative Analysis) Ragin (2000,2007) as the methodology to identify
and analyze the desired competency combinations. For this study, the research considered 26
among the top 50 ITeS (Business Process Outsourcing) firms globally by revenue (Everest 2016;
Hfs 2016) as the context, supported by analyst reports (Hfs, Everest, Gartner) ,credible leading
industry databases (CRISIL, Thomson One, FACTIVA) and other primary and secondary sources
including annual reports, press releases and information available on the organizations’ websites.
The above enabled the research to categorize the above-identified competencies into necessary

and sufficient for the new outsourcing context.



Furthermore, it identified two distinct paths followed by provider firms to succeed in the
new model. While the broad scope firms primarily followed a path of customized solution building
to address disparate client problems across industries, the narrow scope firms were found to
strengthen further their traditional competency of standardization to succeed in the
transformational outsourcing scenario. The researcher chose to identify the above categories of

firms as solution builders and hyper- standardizers.

While the above-demonstrated paths to success, the analysis further revealed multiple
avenues to fail in the new outsourcing context. For broad scope firms, the absence of the ability to
integrate multiple and diverse offering components while ensuring no enhancement in potential
security breach threats emerged as a core driver to deviate from the path to success in the new
outsourcing scenario. For narrow scope provider firms, on the other hand, limitation in the ability
to acquire knowledge from diverse internal and external sources as well as the inability to generate
and share critical business and operational insights emerge as significant deterrents to the success
path. The researcher chose to identify the above three categories of firms as non-implementers,

unawares and ignorants.
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9 List of abbreviations used

Abbreviation

Expansion

Al

Artificial Intelligence

AWS Amazon Web Services

BDAC Big Data Analytics Center

BPaaS Business Process as a Service
BPO Business Process Outsourcing
CAPEX Capital Expenditure

CEO Chief Executive Officer

DPO Days Payable Outstanding

DSO Days Sales Outstanding

FsQCA Fuzzy set Qualitative Comparative Analysis
Hfs Horses for Sources

HR Human Resource

laaS Infrastructure as a Service

loT Internet of Things

IP Intellectual Property

IT Information Technology

ITeS Information Technology enabled Services
I\ Joint Venture

KPI Key Performance Indicator

MD Managing Director

ME Minority Equity

NASSCOM The National Association of Software and Services Companies
OPEX Operational Expenditure

P&L Profit and Loss

Paa$S Platform as a Service

PSS Product Service Systems

QCA Qualitative Comparative Analysis
ROI Return on Investment

ROMI Return On Marketing Investment
Saa$S Software as a Service

SLA Service Level Agreement

T&M Time and Material

TCO Total Cost of Ownership

Xaa$ Anything as a Service
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