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CONSIDERING THE RELATIVE RELEVANCE OF OUT-
SOURCING RELATIONSHIP QUALITY

Beimborn, Daniel, University of Bamberg, Feldkirchenstr. 21, 96049 Bamberg, Germany,
daniel.beimborn @uni-bamberg.de

Abstract

Outsourcing relationship quality (ORQ) has shown to be an important construct in previous research
on outsourcing effectiveness. But, while there are various works that have conceptualized and opera-
tionalized ORQ as a rich and multi-dimensional construct, other studies which consider ORQ as (usu-
ally mediating) component of their theoretical models make hardly use of those works but often use
less rich constructs. The research on hand attempts bridging the gap between those two groups of
works. A multi-dimensional ORQ construct is used to evaluate the relative importance of different
ORQ dimensions, such as commitment, trust, etc., in regard to different dimensions of outsourcing
success (overall satisfaction, goal achievement, service quality). For example, while many studies use
trust as proxy for ORQ, our study shows that, depending on the outcome variable, other ORQ dimen-
sions might be more relevant and should be used instead or additionally. Thus, the main contribution
is identifying those ORQ dimensions which are most relevant regarding different outsourcing success
variables. Future studies on outsourcing success factors will have a better ground to argue for or
against using certain ORQ dimensions in their studies. Moreover, the study sensitizes managers for
different distinct ORQ dimensions and their importance for a successful outsourcing relationship.
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1 Introduction

Outsourcing research has addressed questions about the role of relationship management or “relational
governance” for at least 15 years (e.g., Grover et al., 1996; Klepper, 1995). Those studies often selec-
ted and used more or less arbitrarily different dimensions of outsourcing relationship quality (ORQ) to
reflect the overall concept in a compact instrument. This was recognized and criticized by Goles and
Chin (2005), who then developed the first comprehensive conceptualization and operationalization of
ORQ by specifying six ORQ attributes (e.g., trust, commitment, consensus). However, their aim was
not to put this new instrument into context in terms of showing the importance or contribution of ORQ
for outsourcing success. The work on hand steps into this gap. Based on the works of Goles/Chin and
others, it quantitatively examines the relationship between different ORQ dimensions and relevant
outcome variables such as overall outsourcing satisfaction, goal achievement, or service quality. Pre-
cisely, we aim at answering the following question:
What is the relative relevance of different dimensions of ORQ?

For quantitative research, it is critical to develop sound and rich instruments, as Goles and Chin did.
But, we also need a deeper understanding about the relevance of distinct ORQ dimensions so that fu-
ture research on outsourcing governance has a basis for deciding on capturing those dimensions that
are most relevant. Similarly, the results will support managers by showing them which ORQ aspects
they should emphasize on when putting outsourcing relationship management practices into action.

After giving a brief overview about related research, we develop a “baseline model”, consisting of dif-
ferent ORQ dimensions related with various outsourcing success variables. To explore these relations,
we use survey data from 171 outsourcing arrangements. The paper concludes with a discussion of the
results, its limitations, and contributions.

2 Related Research

Outsourcing is a long term exchange relation between two organizations which is governed by cont-
ractual as well as relational mechanisms — both of them are important research areas (Lacity et al.,
2009; Lacity et al., 2010). While the outsourcing contract is the necessary core of an effective outsour-
cing arrangement (Goo et al., 2009; Lacity and Willcocks, 2003), successful outsourcing also requires
non-contractual elements (Goles and Chin, 2005; Poppo and Lacity, 2002). This is reflected by a shift
in academia and practitioner attention from increasingly well understood contract management to
complementary and even more challenging relationship management. The underlying argument is that
higher relationship quality goes along with higher outsourcing success (Willcocks and Kern, 1998).
Relational governance is necessary because contracts are by nature incomplete due to environmental
uncertainty and complexity (Milgrom and Roberts, 1992). Hence, ORQ influences the both the part-
ners’ ability and willingness to cope with remaining challenges. The nature of these relations, though,
is not fully understood yet and remains an challenge in outsourcing research. The role of the rela-
tionships as the realm where trust (Levinthal, 1988), communication, mutuality, and similar phenome-
na help to facilitate knowledge exchange and to resolve problems and conflicts (Anderson and Narus,
1990) has been analyzed mostly using social exchange theory and relational exchange theory (Blau,
1964; Emerson, 1972). Accordingly, it could be shown empirically (a) that relationship quality and
outsourcing success are correlated (e.g., Grover et al., 1996; Lee and Kim, 1999) and (b) how rela-
tionship quality can be understood along certain attributes and processes (e.g., Blumenberg, 2008;
Goles and Chin, 2005).

Interestingly, a research gap appears between these two strands. In the first strand, most research fo-
cuses on explaining outsourcing success by different properties of the outsourcing arrangement (e.g.,
specififity, complexity, uncertainty, such as in (Grover et al., 1996)) or governance elements (e.g.
contract items, such as in (Goo et al., 2009)). The second group focuses on developing a rich and mul-
ti-dimensional ORQ concept and operationalization (e.g., Goles and Chin, 2005). Interestingly, works



from the first group hardly use the results from the second group, although the aim of the latter is to
serve the first group needs for sound and rich instruments. One exception are Lee/Kim (1999), who
explicitly investigated the role of different ORQ dimensions of ORQ for outsourcing success.

3 Baseline model

The baseline model guiding this research consists of a set of ORQ dimensions and a set of outsourcing
success variables, both derived from the

literature. As a baseline model, all ORQ dimensions are proposed to be positively related with all di-
mensions of outsourcing success. An exploratory data analysis will reveal which of those will hold and
how the strength” of these relationships will differ.

Qutsourcing relationship Qutsourcing
quality (ORQ) outcome variables
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Outsourcing satisfaction

Communication quality

Goal achievement

Conflict
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Service quality
- reliability
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Figure 1. Baseline model

Research on outsourcing of the IT function (or parts of it) has mainly used overall satisfaction, goal
achievement, and perceived service quality as the variables describing outsourcing success from the
client perspective (Lacity et al., 2010). Accordingly, our baseline model includes outsourcing success
in terms of achieving the projected outsourcing objectives such as cost reduction and transparency,
increase in quality, and focus on core competencies (Han et al., 2008) (“goal achievement” GA), as
operationalized in the earliest outsourcing studies (Grover et al., 1996; Lee and Kim, 1999). Further, it
covers three outcome variables focusing on different aspects of service quality as perceived by the
client: reliability (SQ-rel; does the vendor provide accurate services and quickly resolve problems as,
e.g., specified in the SLAs) (Grover et al., 1996; Lee and Kim, 1999), responsiveness (SQ-resp; does
the vendor flexibly react to changing demands from client side) from the SERVQUAL instrument
(Parasuraman et al., 1988), and proactivity (SQ-pro) because clients often demand the provider to be
more proactive and to come up with innovative ideas for improving the services, introduce new tech-
nologies etc. Finally, we consider overall outsourcing satisfaction (OS), reflected by satisfaction and
client retention. Outsourcing satisfaction often serves as an overall indicator for outsourcing success,
which implicitly aggregates all of the previous outcome variables (Rouse, 2006).

Outsourcing relationship quality (ORQ) has usually been conceptualized as a multi-dimensional const-
ruct in earlier research. According to the classification of (Polites et al., 2011), it was sometimes con-
ceptualized as aggregate construct (e.g., Lee and Kim, 1999) while others conceptualized it in a subor-
dinate (i.e., reflective) mode (e.g., Goles and Chin, 2005). However, since our research aims at exa-
mining the differential impact of the ORQ dimensions, none of those approaches would be adequate.
Instead, we use the more basic concept of “dimension sets” which treats the dimensions separately
under a common umbrella concept instead of integrating them to second-order constructs.

The works from Lee/Kim (1999) and Goles/Chin (2005) were the first exhibiting a holistic view on
relationship quality. One of their goals was to identify a broad set of relationship quality dimensions.
Lee and Kim (1999) identified five dimensions of relationship quality from social exchange theory
(Lee and Kim, 1999). Later, Goles and Chin (2005) did a review of important works in the fields of



outsourcing, interorganizational relationships, marketing, and organization science, and thus identified
six dimensions of relationship quality. Another few years later, (Blumenberg, 2008) aggregated the
findings from these two works. He came out with the following picture covering the ORQ dimensions
from both Lee/Kim (1999) and Goles/Chin (2005) (white boxes represent dimensions from Goles and
Chin, gray boxes are derived from Lee and Kim (1999), striped constructs are used in both works).

Goles and Chin (2005) Lee and Kim (1999)

Business '

Consensus Commtiment A
understanding

Flexibility Trust Conflict '

Cultural Benefit and
compatibility risk share

Interdepedence

Figure 2. ORQ Dimensions from Goles/Chin (2005) and Lee/Kim (1999) (src.: (Blumenberg, 2008))

In a next step, Blumenberg reduced the broadness of ORQ to the six framed dimensions because he
argued that the lower three are determinants based on the chosen outsourcing governance, but not
ORQ dimensions. This is also in accordance with other works such as (Cheon et al., 1995; Lee and
Kim, 1999). Further, Blumenberg integrated the flexibility dimension into the dimension of commit-
ment because Goles and Chin (2005) conceptualize flexibility as the “willingness to accommodate
each other as conditions change”. In this context, willingness describes the commitment of the provi-
der, but not how flexible the provider is able to act. Finally, Blumenberg added two more dimensions
(communication quality and forbearance) from other related literature, which led eventually to a se-
ven-dimensional ORQ construct. In the following, we use this ORQ framework from (Blumenberg,
2008) and define the seven dimensions according to him as follows:

Commitment “refers to an implicit or explicit pledge of relational continuity between exchange part-
ners” (Dwyer et al., 1987). In an outsourcing partnership, both the vendor and the client can and
should allocate sufficient resources and signal bearing sufficient or even extra efforts in order to sus-
tain and improve the relationship over time (Blumenberg, 2008; Goles and Chin, 2005).

The amount of unnecessary or emotional conflicts between parties is a crucial factor to characterize
the quality of the outsourcing relationship (Anderson and Narus, 1990). Obviously, this dimension is
negatively related to the overall ORQ construct.

Consensus “is the extent of general agreement between parties” (Mejias et al., 1996). A comparable
mindset between the employees of both companies, in terms of aiming at similar goals, helps to reach
consensus in case of diverging interests or conflicts (Blumenberg, 2008; Subramani et al., 1999).

Mutual understanding is defined as “the ability of IT and business [...], at a deep level, to unders-
tand and be able to participate in the other’s key processes” (Reich and Benbasat, 2000). Mutual un-
derstanding is important to enable knowledge transfer and to make the vendor staff able to provide
effective services to the client (Kern, 1997; Lee and Kim, 1999). As Blumenberg notes, this is “consis-
tent with previous IS research that points out the importance of IS managers to understand business
requirements, constraints and opportunities (Lee et al., 1995; Ross et al., 1996)”.

Trust is defined as “the firm's belief that another company will perform actions that will result in posi-
tive outcomes for the firm, as well as not take unexpected actions that would result in negative outco-
mes for the firm” (Hart and Saunders, 1997). Thus, trust is an important factor to maintain and impro-
ve an ongoing outsourcing relationship (Kern, 1997; Willcocks and Kern, 1998).

Communication quality as one of the two dimensions added by Blumenberg (2008) “describes the
efficiency and effectiveness of information exchange between partners”. While Goles and Chin (2005)
argue that communication is a relationship deferminant, Blumenberg counters that communication is



more multifaceted and that quantitative and qualitative aspects need to be differentiated. Communica-
tion intensity is a determinant of communication quality, which in turn can be considered as an ORQ
dimension.

Forbearance as the second and final dimension added by Blumenberg “is forgoing certain behaviors
that are not in the best interest of both parties” (Marcolin and McLellan, 1998). Forbearance was adop-
ted from the international joint venture literature (Parkhe, 1993) and was already introduced by Marco-
lin and McLellan (1998) to the outsourcing context. Forbearance is an important aspect of a complete
ORQ construct because it is needed to describe the reciprocity, or, the “give and take” between part-
ners. “A good partnership consists of a relationship with both parties acting, to a certain degree, for-
bearing towards each other (Marcolin and McLellan, 1998)” (Blumenberg, 2008).

4 Approach

The relationships of the baseline model were examined using data from a survey among the German
banking industry. We identified the 1,000 largest German banks (based on total assets in 2007) that
have outsourced major parts of their IT operations. We specifically focused on the outsourcing rela-
tionship with the vendor that operates the main loans system for the B2C business (usually handling
private building construction loans and mortgages). Almost all German banks have outsourced these
IT operations to domestic IT providers. Although this focus on one type of outsourcing lacks genera-
lizability potential, its charm is that many contingencies (such as type of outsourcing, industry, distan-
ce between vendor and client etc.) are a priori excluded from disturbing the results. Moreover, since
the majority of outsourcing research focuses on IS development outsourcing (Schroiff et al., 2010),
our study provides a complement by focusing on IT operations outsourcing.

We contacted the largest 1,000 German banks via phone in order to identify whether they had outsour-
ced the operations of their main loans system and, if yes, who is the manager responsible for managing
the relevant outsourcing provider. For each bank which had not outsourced its operations, the next
smaller bank was added. After having identified the responsible managers, the questionnaires were
mailed out. After two reminders, we eventually received 171 completed questionnaires (response rate
of 17.1%). Regarding the items used in the following, up to 5.2% of the values were missing. Because
(Kristensen and Eskildsen, 2010) showed that estimation results will be more accurate if replacing (a
minor proportion of) missing values by using sophisticated replacement algorithms, we used the EM
algorithm as implemented in SPSS and replaced those blank spots in the data set.

For examining the baseline model, we used multiple regression and PLS, employing smartPLS (Ringle
et al., 2007). The five outsourcing outcome variables and seven ORQ dimensions specified abovewe-
re measured by two to five items each (cf. Appendix), which fulfilled the typical requirements regar-
ding reliability and indicator validity (cf. Appendix). Where appropriate, the items were taken from
previous literature (mostly from Goles and Chin, 2005; Grover et al., 1996; Lee and Kim, 1999); furt-
her items were identified using a Delphi approach among 20 outsourcing experts from the industry.
For regression analyses, the indicator scores of each construct were aggregated to single scores either
by using factor analysis (reflective measures) or, in case of the formatively specified construct of goal
achievement, by calculating average values. So, each construct was represented by single scores. Con-
vergent and discriminant validity were carefully examined by using exploratory factor analyses among
all ORQ indicators and among all SQ indicators. The details and resulting (minimum) loadings for
each component are given in the Appendix. Common method bias was assessed using the Harmon
Single Factor Test (largest component accounts for 31,5% of the total variance) and by adding theore-
tically unrelated marker variables as control factors to the model (Podsakoff et al., 2003); there was no
relevant difference in the significance levels or in R* when testing the model with or without these
marker variables' and thus we can assume that CMB is not a major threat to our results.

! Introducing the common method factor to the model changed the existing path coefficients about .016 on average and .043
in maximum. The maximum change in R* was .019 (goal achievement).



5 Empirical Results

First, the bivariate correlations between the single scores of the ORQ dimensions and the outcome var-
iables were calculated (Table 1). The correlations are very strong and highly significant in most cases.
The weakest correlations appear in the SQ-proactivity column and in the forbearance row.

Pearson correlation and | Outsourcing Goal SQ - SQ - SQ -
level of significance satisfaction | achievement | reliability responsiveness proactivity
Commitment .563%* 400%* S518** .602** .306%*
Communication 534 391 % 562+ .629%* .182*
Conflict .388%* .292%* 361%* 367** .078*
Consensus 519%* A34%* S07** .626%* .068
Forbearance 232 .303%#* .330%* 246F* -.022
Mutual understanding .346%* .363%* 449%* 522%* 258
Trust 505%* 342 .500%* 472%* 280%**
Table 1. Bivariate correlations (**: p<.01, *: p<.05, +: p<.1)

Next, we tested the relationships using multivariate regressions based on the same single scores data.
The standardized coefficients and their significance levels are shown in Table 2. Since the ORQ di-
mensions are also correlated among each other, some damping effects occur. However, multicol-
linearity is unlikely because the VIFs vary only between 1.2 and 2.4. Because we want to compare the
different ORQ dimensions, we are less interested in the significance of the coefficients, but more in
the levels of difference (or: in identifying the strongest coefficients).

For achieving more reliable results, we conducted a third approach and put all ORQ dimensions and
all outcome variables into a fully saturated PLS model, using the indicators directly instead of single
scores. The results are presented in Table 3. AVEs and composite reliabilities are above the required
thresholds (cf. Appendix, Table 6). Table 7 shows the discriminant validity of the constructs.

Regrt.ass. coefficients Outsourcing Goal SQ - SQ " SQ -
and sig. levels . . . < Y responsive- . .

satisfaction | achievement reliability ness proactivity
Commitment 20927%% 151 168+ 273%* 280%*
Communication .183% .029 222 230%* .036*
Conflict 154% 134+ 124+ .085 -.054
Consensus .145 210%* .085 .299%* -.293%%*
Forbearance -.051 138+ .080 -.057 -.182%
Mutual understanding -.061 136 .105 .163%* 162+
Trust A17 -.083 .073 =117 287%*
R’ (R’ corr) 423 (.398) .264 (.233) 410 (.384) .543(.524) 194 (.159)

Table 2. Multivariate regression results (**: p<.01, *: p<.05, +: p<.1)

The PLS results are very similar to the regression results. However, considering the inter-item correla-
tions leads to more significant results than the regression, which used the pre-aggregated single scores.
Based on the PLS results, we could even argue that some of the outcome variables get better explained
than overall outsourcing satisfaction but the difference in R” is too marginal.



Path coefficients and Qutsourcing Goal SQ - SQ - SQ -
significance levels satisfaction achievement | reliability | responsiveness proactivity
Commitment 277%* .102 .165% 275%* 317%*
Communication .194* .051 246%* 225%* .010
Conflict 162%* .070 21 .103* -.047
Consensus 129+ 230% .083 .280%* -.286%*
Forbearance -.053 219%* .099+ -.047 -.206**
Mutual understanding -.068 131+ A12+ .158%* .180%*
Trust 142+ -.069 .059 -.098+ 277
R 431 291 440 .550 .209
Table 3. PLS results (**: p<.01, *: p<.05, +: p<.1)

Summarizing the results and ordering the different ORQ dimensions based on the strength of the rela-
tion with the various outcome variables leads to the following “ranking”:

Rank Out.sourc.lng Goal achievement SQ o SQ._ SQ.- .
satisfaction reliability responsiveness proactivity

Method | Corr. | Reg. | PLS |Corr.| Reg. | PLS |Corr.| Reg. | PLS | Corr. | Reg. | PLS |Corr.| Reg. | PLS
#1 CM| | CM|CM | CS|CS|CS|CQlCcQlcQlcQicecs|cs e TS | eV
#2 cCQ Q| CQ|ICM|CM| FB/CM|CM|/CM| CS |CM |CM | TS |CM | TS
#3 CS | CF | CF |CQ|FB|MU|CS|CF|CF|CM| CQ | CQ |MU|MU|MU
#4 TS CS TS |[MU|MU | CM | TS |[MU | MU | MU | MU | MU | CQ | CQ | CQ
#5 CF | TS CS | TS | CF | CF |[MU| CS |FB | TS | CF | CF | CF | CF | CF
#6 MU | FB FB FB | CQ | CQ | CF|FB|CS|CF | FB | FB | CS | FB | FB
#7 FB MU | MU | CF | TS TS | FB | TS | TS | FB | TS TS | FB | CS | CS
Table 4. Summary of results: ranking of ORQ dimensions (CF = conflict (reverse); CM =

commitment; CQ = communication quality; CS = consensus; FB = forbearance; MU
= mutual understanding; TS = trust)

Of course, this approach is quite straight-forward and limited since it does not take the distance and
the significance of differences between coefficients into account. But, it helps to get a basic classifica-
tion of the importance of different ORQ dimensions”. Taking the quantitative results from Tables 1-4
together, we can summarize the findings as follows:

- Outsourcing satisfaction: For overall outsourcing satisfaction, commitment shows to be the most
important ORQ dimension, followed by communication quality. Forbearance and mutual unders-
tanding play the least important role.

- Goal achievement: Basically, goal achievement is less related with ORQ than outsourcing satisfac-
tion and most of the service quality dimensions are. For goal achievement, reaching consensus is
the most relevant ORQ dimension. Commitment is important, too, while the results regarding the
other dimensions are mixed. Trust quite consistently plays the least important role.

- SQ - reliability: Achieving high and reliable service quality is mainly related with communication
quality, followed by commitment. Of course, communication is critical for the vendor to provide
good service, but it is not sufficient if the vendor is not willing to do so. Commitment is important
as well. (Reliable services might also be a proxy for commitment from the client’s perspective, alt-
hough the measurement for these two constructs was sufficiently discriminant).

% For the PLS results, we actually tested for significance of the differences using the parametric approach from (Keil et al.,
2000). We are aware that this approach has been criticized recently because it assumes normality of the bootstrapping results
(Chin and Dibbern, 2010). However, we tested our bootstrap results and found all path coefficients to be sufficiently nor-
mally distributed, according to the K-S-test. Therefore, we are in line with the recommendations from (Qureshi and
Compeau, 2009). The results of the differential analysis are provided in the Appendix (Table 8).



- SQ - responsiveness: For responsiveness, the results are not as clear as for the previous outcome
variables. Overall, communication quality, consensus, and commitment are the Top-3 ORQ dimen-
sions, without one dimension clearly leading the stack. Again, trust, but also forbearance, is found
to be at the lower end.

- SQ - proactivity: Finally, proactivity, which is the SQ dimension least considered by previous re-
search, but increasingly demanded by client-side practitioners, is less accurately explained by ORQ
than the other SQ dimensions. Interestingly, frust plays a much bigger role here and is at the top of
the important ORQ dimensions, together with commitment. The following positions are very clear
and consistent: mutual understanding is the third important dimension, followed by communication
quality, conflicts, and finally forbearance as well as consensus.

6 Discussion and Conclusion

The analysis has shown which ORQ dimensions are most or least strongly related with different rele-
vant outsourcing success variables. Overall, commitment and communication quality are the most im-
portant ORQ dimensions. While communication quality has been used as ORQ dimension in some
outsourcing studies, this is hardly the case for commitment — future research might think about inclu-
ding this variable.

Trust, which has often been used as an important or sometimes even the only proxy for ORQ, turns out
to be less strongly related with outsourcing success than expected. However, when it comes to service
quality in terms of proactivity, it becomes highly important. Proactivity is the most strategic outcome
variable; usually it is not (and hardly can be) formalized in the contract and SLAs, but even those
clients who just outsourced because of cost reasons often come to a point where they request more
proactivity from their vendor. Due to inherently incomplete contracts, this is very difficult to establish
so that relational governance and ORQ play a particularly important role.

Mutual understanding, which has also been used as one of the main concepts for operationalizing
ORQ in previous studies, shows consistently to be of medium importance. Mutual understanding is an
important enabler for making the vendor capable to provide effective service, but its contribution
might simultaneously also be restricted to this basic enabling effect rather than being a main contribu-
tor to success. Finally, conflicts are related more strongly with less strategic outcomes, such as reliabi-
lity and responsiveness. By contrast, when it comes to goal achievement and proactivity, relationship
managers seem not to care about conflicts that much and accept them when the arrangement can be
brought to a more strategic level in that way.

This work has several limitations: First, neither the approach nor theory can unambiguously identify
the direction of causality. ORQ dimensions and outcomes will always affect each other mutually.
However, the contribution of this work is not affected by this limitation, since researchers still get a
better sense for the relevant ORQ dimensions to be used in future research. From a practitioner per-
spective, ORQ represents a concept that is manageable to a certain degree by the client (in contrast to
the outcome variables which can only be affected by the vendor). For example, enforcing commitment
or implementing trust-building mechanisms will improve ORQ and thus the outcome of the relation-
ship, no matter whether there is a unidirectional or a bidirectional relationship between ORQ and out-
sourcing success. The second limitation is that the ORQ dimensions are interdependent. However, this
becomes more of an issue when investigating the impact of management actions for improving certain
ORQ dimensions, but does less affect the results of this work. Third, generalizability of our results is
lacking because we focused on only one type of IT outsourcing object in one industry in one country.
While we cannot think of many substantial arguments why the results should be completely different
in other industries, they will be clearly affected by the type of outsourcing object, particularly when
comparing them to outsourcing of software development — which has been the unit of analysis of the
majority of outsourcing research works (Schroiff et al., 2010). Thus, the lack of generalizability of this
research is partially compensated by providing more empirical insights into the less researched out-
sourcing domains. Finally, this work can be criticized for being descriptive and exploratory. In our



future research, we will follow a more theory-driven approach in order to understand why certain ORQ
dimensions are important and what their differential role for effective outsourcing governance is.

Concluding, this piece of research tried to give some new insights into the concept of outsourcing rela-
tionship quality and its relation with outsourcing success. It contributed to the extant literature by iden-
tifying those ORQ dimensions which future research should particularly draw on when using ORQ as
a variable in their research. Thus, it also helps to merge the different strands of outsourcing relation-
ship research. Similarly, practitioners may gain a better understanding about which relationship di-
mensions should be in the focus of their outsourcing management practices. Other studies show that
effective outsourcing management can still not be taken for granted as a substantial proportion of out-
sourcing arrangements still fail. It should be our aim to increase and to deepen our knowledge about
the social and organizational factors involved, in order to create normative models for proper outsourc-
ing relationship management. This study can hopefully act as a little paving stone along this path.

References

Anderson, J.C., and Narus, J.A. (1990). A Model of Distributor Firm and Manufacturer Firm Working
Partnerships. Journal of Marketing, 54 (1), 42-58.

Blau, P. (1964). Exchange and power in social life. New York, Wiley.

Blumenberg, S. (2008). IT Outsourcing Relationship Quality Dimensions and Drivers: Empirical
Evidence from the Financial Industry. In Proceedings of the 14th Americas Conference on
Information Systems (AMCIS), Toronto.

Cheon, M.J., Grover, V., and Teng, J.T.C. (1995). Theoretical perspectives on the outsourcing of
information systems. Journal of Information Technology, 10 (4), 209-219.

Chin, W.W., and Dibbern, J. (2010). "An Introduction to a Permutation Based Procedure for Multi-
Group PLS Analysis: Results of Tests of Differences on Simulated Data and a Cross Cultural
Analysis of the Sourcing of Information System Services between Germany and the USA," in:
Handbook of PLS: Concepts, Methods and Applications in Marketing and Related Fields,
V.E. Vinzi, W.W. Chin, J. Henseler and H. Wang (eds.). Berlin: Springer, pp. 171-194.

Dwyer, F.R., Schurr, P., and Oh, S. (1987). Developing Buyer-Seller Relationships. Journal of
Marketing, 51 (2), 11-27.

Emerson, R. (1972). "Exchange theory, part I: a psychological basis for social exchange, and:
Exchange theory, part II: exchange relations and network structures,” in: Sociological theories
in progress, J. Berger, M. Zelditch and B. Anderson (eds.). New York: Houghton Mifflin.

Goles, T., and Chin, W.W. (2005). Information Systems Outsourcing Relationship Factors: Detailed
Conceptualization and Initial Evidence. The DATA BASE for Advances in Information
Systems, 36 (4), 47-67.

Goo, J., Kishore, R., and Rao, H.R. (2009). The Role of Service Level Agreements in Relational
Management of Information Technology Outsourcing: An Empirical Study. MIS Quarterly, 33
(1), 119-145.

Grover, V., Cheon, M.J., and Teng, J.T.C. (1996). The effect of service quality and partnership on the
outsourcing of information systems functions. Journal of Management Information Systems,
12 (4), 89-116.

Han, H.-S., Lee, J.-N., and Seo, Y.-W. (2008). Analyzing the Impact of a Firm's Capability on
Outsourcing Success: A Process Perspective. Information & Management, 45 (1), 31-42.

Hart, P., and Saunders, C. (1997). Power and trust: Critical factors in the adoption and use of
electronic data interchange. Organization Science, 8 (1), 23-42.

Keil, M., Tan, B.C.Y., Wei, K.-K., Saarinen, T., Tuunaninen, V., and Wassenaar, A. (2000). A cross-
cultural study on escalation of commitment behavior in software projects. MIS Quarterly, 24
(2), 299-325.

Kern, T. (1997). The Gestalt of an Information Technology Outsourcing Relationship: An Exploratory
Analysis. In Proceedings of the Proceedings of the Eighteenth International Conference on
Information Systems, pp. 37-58, Atlanta.



Klepper, R. (1995). The management of partnering development in I/S outsourcing. Journal of
Information Technology, 10 (4), 249-258.

Kristensen, K., and Eskildsen, J. (2010). "Design of PLS-Based Satisfaction Studies," in: Handbook of
Partial Least Squares: Concepts, Methods and Applications in Marketing and Related Fields,
V.E. Vinzi, W.W. Chin and J. Henseler (eds.). Heidelberg, Berlin: Springer, pp. 247-277.

Lacity, M.C., Khan, S.A., and Willcocks, L. (2009). A review of the IT outsourcing literature: Insights
for practice. Journal of Strategic Information Systems, 18), 130-146.

Lacity, M.C., Khan, S.A., Yan, A., and Willcocks, L.P. (2010). A Review of the IT Outsourcing
Empirical Literature and Future Research Directions. Journal of Information Technology, 25),
295-433.

Lacity, M.C., and Willcocks, L.P. (2003). IT sourcing reflections - Lessons for customers and
suppliers. Wirtschaftsinformatik, 45 (2), 115-125.

Lee, D.M., Trauth, E.M., and Farwell, D. (1995). Critical Skills and Knowledge Requirements of IS
Professionals: A Joint Academic/ Industry Investigation. MIS Quarterly, 19 (3), 313-340.

Lee, J.-N., and Kim, Y.-G. (1999). Effect of partnership quality on IS outsourcing success: conceptual
framework and empirical validation. Journal of Management Information Systems, 15 (4), 29-
61.

Levinthal, D. (1988). A survey of agency models of organization. Journal of Economic Behavior and
Organization, 9 (2), 153-186.

Marcolin, B.L., and McLellan, K.L. (1998). Effective IT Outsourcing Arrangements. In Proceedings
of the 31th Hawaii International Conference on System Sciences, Hawaii.

Mejias, R.J., Shepherd, M.M., Vogel, D.R., and Lazaneo, L. (1996). Consensus and Perceived
Satisfaction Levels: A Cross-Cultural Comparison of GSS and Non-GSS Outcomes within
and between the United States and Mexico. Journal of Management Information Systems, 13
(3), 137-161.

Milgrom, P., and Roberts, J. (1992). Economics, organization and management. Englewood Cliffs
(NJ), Prentice-Hall.

Parasuraman, A., Zeithaml, V.A., and Berry, L.L. (1988). SERVQUAL: A Multiple-Item Scale for
Measuring Consumer Percpetions of Service Quality. Journal of Retailing, 64 (1), 12-40.

Parkhe, A. (1993). Messy research, methodological predispositions, and theory development in
international joint ventures. Academy of Management Review, 18 (2), 227-268.

Podsakoff, P.M., MacKenzie, S.B., Lee, J.-Y., and Podsakoff, N.P. (2003). Common Method Biases in
Behavioral Research: A Critical Review of the Literature and Recommended Remedies.
Journal of Applied Psychology, 88 (5), 879-903.

Polites, G.L., Roberts, N., and Thatcher, J. (2011). Conceptualizing models using multidimensional
constructs: a review and guidelines for their use. European Journal of Information Systems).

Poppo, L., and Lacity, M.C. (2002). "The normative value of transaction cost economics: what
managers have learned about TCE principles in the IT context," in: Information Systems
Outsourcing - Enduring themes, emergent patterns and future directions, R. Hirschheim, A.
Heinzl and J. Dibbern (eds.). Heidelberg, Berlin, New York (NY): Springer, pp. 253-276.

Qureshi, 1., and Compeau, D. (2009). Assessing Between-group Differences in Information Systems
Research: A Comparison of Covariance- and Component-based SEM. MIS Quarterly, 33 (1),
97-214.

Reich, B.H., and Benbasat, 1. (2000). Factors that Influence the Social Dimension of Alignment
Between Business and Information Technology Objectives. MIS Quarterly, 24 (1), 81-113.

Ringle, C.M., Wende, S., and Will, A. (2007). "SmartPLS 2.0 M3." Hamburg.

Ross, J.W., Beath, C.M., and Goodhue, D.L. (1996). Develop long-term competitiveness through IT
assets. Sloan Management Review, 38 (1), 31-42.

Rouse, A.C. (2006). Explaining IT Outsourcing Purchasers' Dissatisfaction. In Proceedings of the 10th
Pacific Asia Conference on Information Systems (PACIS), Kuala Lumpur, Malaysia.
Schroiff, A., Beimborn, D., and Weitzel, T. (2010). Structuring the Structure in Outsourcing Research
- A Social Network Perspective on Outsourcing Relationship Management. In Proceedings of

the 16th Americas Conference on Information Systems, Lima, Peru.



Subramani, M.R., Henderson, J.C., and Cooprider, J.G. (1999). "Linking IS-User Partnerships to IS
Performance: A Socio-Cognitive Perspektive."

Willcocks, L., and Kern, H.J. (1998). IT Outsourcing as Strategic Partnering: The Case of the UK
Inland Revenue. European Journal of Information Systems, 7 (1), 29-45.

Appendix

Construct Indi- | Label (measured on 7-step Likert scale from “fully disagree” to ‘““fully agree”) Descriptives
cator | (original labels were in German) (mean, st.
dev.)
Outsourcing | OS1 We are comfortable with the relationship to our service provider. .76; .67
satiscation | OS2 | We would recommend our service provider to other firms. .82; .81
(0S) 0S3 | We would prolongate the arrangement with our service provider. 1.06; 91
084 Our outsourcing relationship is an economic success. .80; .82
Goal GA1l Cost reduction 52;1.27
achievement | GA2 | Increased cost transparency and fixed cost variabilization .37, 1.36
(GA) GA3 | Quality improvement 745 1.11
GA4 Focus on core competencies .87;1.21
SQ_rel SQ1 Problems are resolved reliably. .80;.73
(reliability) | SQ2 | Changes to services are realized within the guaranteed time frame. .46; .89
SQ3 Applications and services are provided as promised. .98; .74
SQ4 | There are never any critical system failures. .61;1.15
SQ5 The service provider will react quickly if there are problems. 47, .86
SQ_resp SQ6 | We get informed sufficiently about project status quos. .69; .86
(responsive- | SQ7 The service provider responds quickly to our requests. -.37; .95
ness) SQ8 Provider staff has a service-oriented attitude. 52; .84
SQ9 The service provider gives us individual attention. .03; .98
SQ_proactiv | SQ10 | Our service provider is proactive in suggesting improvements regarding the credit system. .63;.93
ity SQI11 | Our service provider is proactive in suggesting improvements regarding our entire IT landscape. |.65; 1.11
SQ12 | Our service provider is proactive in suggesting improvements regarding the credit process. .24; 1.06
SQ13 | The service provider is proactive. .33;.93
CQ (com- CQ1 [ Both parties in the relationship communicate well with each other. 1.26; 1.08
munication |CQ2 | Both parties effectively exchange information with each other. 1.05; 1.24
quality) CQ3 | Reports of the provider are clear and comprehensible. -.69; 1.21
CQ4 | Provider personnel are available for phone calls on short notice. 1.26; 1.59
CQS5 | The process of resolving conflicts between both parties is effective. 1.04;1.12
MU (mutual | MU1 | The provider staff has good banking know how. 1.20; 1.26
understand- | MU2 | The service provider understands our credit business well. 1.06; 1.17
ing) MU3 | The service provider understands our strategic goals well. .86;1.23
MU4 | The service provider advises well regarding the feasibility of implementing new solutions. 1.02;1.23
CS (Con- CSl1 We and the provider are able to reach agreement on most matters. 1.29;1.24
sensus) CS2 Both parties agree on nearly all issues. 745121
CS3 Both parties are willing to compromise. 74;1.34
FB (For- FB1 We sometimes forgo financial penalties for not achieving promised service levels, in favor of the |.87; 1.65
bearance) overall relationship.
FB2 We put up with small errors if the provider corrects them in non-bureaucratic ways. 1.83; 1.04
CF (Con- CF1 There are frequent conflicts with the service provider. 1.35;1.26
flict) CF2 | Small problems tend to escalate frequently. 1.94; 1.14
(REVERSE) | CF3 | The service provider is slow in solving escalated issues. 1.50; 1.29
CF4 There are several issues the provider has not solved for a while. 1.96; 1.32
CF5 Escalation is the only effective governance instrument. 1.78; 1.63
CM (Com- |CMI1 | Both parties are highly committed to the relationship. 1.42;1.23
mitment) CM2 | We are willing to put effort and investment into building our relationship with the provider. .80; 1.40
CM3 | Both parties are able to implement necessary technical adaptations in a flexible and fast manner. |.89; 1.30
CM4 | Provider employees are highly motivated. 1.23;1.19
CMS5 | The behavior of the services provider shows a desire to maintain the relationship with us. 1.67; 1.33
TS (Trust) | TS1 Both parties in the relationship can be trusted to do business fairly. 1.70; 1.00
TS2 We trust that the reports of the service provider are correct. 1.59; 1.11
TS3 We involve our service provider in our strategy development. 1.01; 1.79
TS4 Our service provider acts in our best interests. .90; 1.23
TS5 None of the parties in the relationship will behave opportunistically. 1.59; 1.25
Table 5. List of indicators and descriptive data

The convergent and discriminant validity of the models was not only validated by using the PLS results,
but also by applying exploratory analyses among (1) all service quality indicators, and (2) all OSQ indica-



tors (minimum loadings given by first column of the following table). After having “re-identified” the con-
structs by using factor analysis, the loadings were again extracted by using a confirmatory analysis (second
column). Additionally, Cronbach’s alpha was calculated to estimate the reliability. (Those tests were not
conducted for the formatively measured construct of goal achievement.)

Construct (reflective) Loadings from Loadings from Reliability C.R. from AVE from
exploratory confirmatory analysis PLS esti- PLS esti-
factor analysis | factory analysis | (Cronbach [) mation mation
QOutsourcing satiscation (OS) n/a >.730 .848 .902 .697
SQ_rel (reliability) >.538 >.683 763 .848 .529
SQ_resp (responsiveness) > 457 > .611 716 .823 .540
SQ_proactivity >.523 >.769 .825 .883 .655
CQ (communication quality) >.631 >.743 .863 910 .669
MU (mutual understanding) > .682 > .813 .876 915 729
CS (Consensus) > 455 > 737 746 .858 .669
FR (Forbearance) >.674 > .833 517 .804 .676
CFL (Conflict) >.564 >.742 .818 .875 .584
CM (Commitment) >.505 >.721 .821 .875 .583
TS (Trust) >.538 >.761 .817 .884 .566
Table 6. Construct validity and reliability
Construct
(refl.) 0S SQ_rel | SQ_resp | SQ_pro CQ MU CS FR CFL CM TS
(O] 0,83 0,46 0,57 0,24 0,54 0,35 0,52 0,24 0,40 0,56 0,52
SQ_rel 0,73 0,67 0,12 0,59 0,47 0,52 0,36 0,37 0,54 0,52
SQ_resp 0,73 0,14 0,64 0,53 0,63 0,27 0,39 0,61 0,50
SQ_pro 0,81 0,19 0,27 0,08 -0,02 0,09 0,33 0,28
CQ 0,82 0,57 0,68 0,36 0,41 0,61 0,61
MU 0,85 0,49 0,29 0,30 0,50 0,51
CS 0,82 0,40 0,35 0,60 0,65
FR 0,82 0,14 0,38 0,47
CFL 0,76 0,33 0,37
CM 0,76 0,65
TS 0,75
Table 7. Discriminant validity (correlations among latent construct scores, based on PLS; diagonal

contains square root of AVE)

Significance of OS | GA | SQ- | SQ- | SQ- |[Significance of 0OS GA [SQ-pro | SQ-rel | SQ-
difference pro rel resp |difference resp
between: between:
CM - CQ | *=* + ek ek + CF-CS ke ek ®
CM - CF | == ek + ek CF-FB | = ke ek ek
CM -CS | #% | s ek 3k CF-MU | == * sk ®
CM -FB | #% | s sk sk CF-TS o ek ® ek
CM - MU | == ek ek CS -FB | == ® ek
CQ-CF ® sk sk CS - TS o ek sk
CQ-CS | = o sk ek * FB - MU ke ek ek
CQ-FB | ## | == sk ek sk FB - TS | = o sk + ek
Table 8. Significance of path differences in PLS (CF = conflict (rev.); CM = commitment; CQ = com.

quality; CS = consensus; FB = forbearance; MU = mutual understanding; TS = trust) (**:
p<.01, *: p<.05, +: p<.1)
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