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CHAPTER 1:  OVERVIEW  
 

 

Information technology outsourcing (ITO) & consultancy is a newest and profitable 

business phenomenon in relates to current Sri Lankan business climate. However, the 

process of making superlative investment and execution decisions in offshore 

engagements is becoming increasingly challenging and capricious for the strategic 

management. In order to facilitate this ‘need of the hour’, this research emphasises on 

identifying strategic factors enabling effective offshore relationships of Sri Lankan 

ITO and consulting companies in view of achieving operational success and growth. 

 

1.1 Background & Motivation 
 

Outsourcing is one of the emerging and most profitable business activities in the 

global market. It has already grabbed the focus of investors in the past few years and 

possesses the potential to sustain in the years to come. The term outsourcing is defined 

as “the act of transferring the work to an external party” by Power et al. (2007) and it 

has three components in nature; the client, the vendor, and the project. The central 

focus of this research lies in the area of ‘the vendor’ with adequate emphasis on the 

client as well as projects towards establishing effective offshore relationships. 

 

With amazing growth opportunities and immense competition, the decision to select 

the best suitable destination to outsource has become crucial. Therefore, it is more 

imperative than ever for Sri Lankan consulting and outsourcing companies to 

distinguish the offering through a strategy. The winners are those that strategically 

align industry best practices with a customised delivery model in order to exceed 

customer satisfaction while optimizing profits. It is with that interest this research is 

focused in diversified offshore business management disciplines towards identifying 

strategic factors facilitating effective offshore relationships.  

 

Sri Lanka has been achieving significant growth since its inception in outsourcing 

business and ICTA (2006) identified six reasons as the country’s attraction for the 

outsourcing business, namely; lower labour cost, lower operational cost, tax 
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incentives, time or distance advantage, duty exemption on capital goods, and cultural 

similarity. Sri Lanka has been achieving pursuit of excellence in the offshore industry 

compared to other nations in the region and the country has made a significant growth 

since its inception. Its performance was enough to reserve the 29th position in the 2007 

Global Service Location Index (GSLI) A.T. Kearney (2007b) – a survey conducted on 

the basis of corporate input, current remote services activity, and government 

initiatives to promote the sector. In the mean time, the country’s economy recorded a 

GDP growth rate of more than 7.0% and foreign direct investments of US$ 600 

million in 2006 (ICTA 2007; The World Bank 2007), which is tangible results to 

reflect country’s economic growth. In the global perspective, India for instance, is a 

strong competitor when it comes to hardware, software, and business process 

outsourcing, with 29% of market growth in 2006 (NASSCOM 2007).  

 

Whilst USA and UK are on top of IT services growing & demanding countries, 

developing countries such as Sri Lanka and India are becoming the choice of 

destination for offshore initiatives. The need to analyse various factors ranging from 

financial attractiveness to operational excellence has become crucial. This demand has 

set Sri Lankan vendors with tremendous pressure to cope up with challenging business 

environment and hence, the need to establish effective relationships with clients as 

well as other industry players is crucial in achieving business goals. In order to 

facilitate this demand, this research emphasises on identifying strategic factors 

enabling effective offshore relationships of Sri Lankan ITO and consulting companies.  

 

1.2 Problem Statement  
 

Offshore industry is relatively new to Sri Lanka and it is sprouting rapidly. 

Outsourcing is becoming more popular in Western and European countries since it 

enables executives to focus more on core business activities and in the same time it 

provides economies of scale. It is also used as a cost saving tool while improving 

performances of the business operations and it also provides access to skills and 

resources not available within the client’s reach. 
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With the emerging demands and challenging business environment, tremendous 

pressure has been built on vender to secure the existing relationships while attracting 

new relationships to optimise revenue. This research is focused on finding strategic 

factors in facilitating this demand and the problem statement which droves this need is 

defined and visualized as follows. 

 

 “What are the strategic factors enabling effective offshore relationships of Sri 

Lankan IT Consulting & Outsourcing companies?” 

 

 

 
Figure 1-1: Conceptual View of the Problem Statement 

 

 

1.3 Research Objectives 
 
While considering the growing importance of establishing effective and successful 

vendor-client relationships, the research objectives focus on facilitating Sri Lankan 

offshore service providers to make use of a methodical framework to delight the 

customers and obtain the strategic advantage by generating more revenue while 

enhancing the global presence. Moreover, the objectives are aligned towards the stated 

industry demand as well as research constraints specified under Section 1.5. 
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Following objectives have been attempted in this research: 

 

- Objective 1: Identify strategic factors enabling effective offshore relationships 

 

- Objective 2: Craft a strategic management model incorporating research 

findings in building a strong relationship between global clients and Sri 

Lankan offshore companies 

 

- Objective 3: Propose recommendations in strengthening the operational 

effectiveness and strategic positioning/alliances of Sri Lankan offshore 

companies 

 

1.4 Significance of the Study 
 

Sri Lankan offshore industry is in search for effective business strategies and success 

factors towards catering the current industry demands. The research has as its aim to 

deepen the offshore industry knowledgebase that would provide a comprehensive 

analysis in facilitating this need in line with following key areas to exploit country’s 

outsourcing offer for the globe.  

 

1.4.1 Theoretical Significance 

The theoretical significance is considered one of the key value additions of an 

academic research and following are the key benefits to highlight in view of the 

stakeholders defined in Table 1-1:  

- The study would provide significant awareness in strategic aspects of 

managing offshore businesses  

- The study would highlight significant characteristics of the offshore industry 

and facilitate with a framework to leverage successful implementation of the 

strategies 
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1.4.2 Practical Significance 

The following table highlights the practical significance of this research aligned with 

different stakeholders in the business environment. 

 

Table 1-1: Stakeholder Vs Significance Map 
 
Stakeholder  Significance/Benefit  

Entrepreneurs Obtain heads-up in offshore industry and plan to leverage 

the success 

Strategic management  Reconcile and align current strategies to leverage the 

success 

Researchers Source of literature in industrial and academic research 

Government Focus and facilitate for growth of the industry 

 

1.5 Scope and Limitations 
 

Due to the limited timeframe and vast domain focus, this study is only to analyse 

offshore relationships between vendors and clients. 

 

1.5.1 Scope 

This study looks into the characteristics of Sri Lankan offshore industry to identify 

major contributors towards effective offshore relationships. Therefore it focuses on: 

- Key contributors in the offshore industry in view of strategic (policy level) 

management (see Table 4-2) 

- Characteristics those are contributing towards successful offshore relationships 

in view of key contributors and the result is derived based on hybrid 

(qualitative and quantitative) measures (see Section 3.2) 
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1.5.2 Limitations 

The limitations of the study are as follows: 

- The population consists of offshore vendors operate in Sri Lanka and their 

operations in foreign subsidiaries are not considered 

- Only the strategic/policy level personnel governing the businesses are 

considered in the data collection and operational level professionals are given 

the secondary focus. Hence, limited interviews/questionnaire responses but 

rich in strategic content 


