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Abstract:

Trend to use offshore resources has become a necessity to be able to compete in global 
competition and to response for upcoming labor shortage in high cost countries. 
Organizations are looking how to achieve business objectives faster, to reduce costs and to 
improve service effectiveness and quality. ICT services as part of business functions have 
been provided from offshore locations more than decade. Transferring ICT function and 
especially service desk to offshore location usually impacts the whole organization and not 
only the support unit in question.

In this thesis the objective is to find out the benefits that organizations can achieve and 
challenges it can encounter by transferring internal ICT functions to offshore countries. 
Thesis also aims to clarify the best way to transfer internal ICT functions to offshore, so that 
organization would get the best result in terms of operational, cost and quality.

The theoretical part of the research is based on the literature in the forms of following key 
areas: service management, service desk, offshore transfer management, change management 
in organization and measures for success. These areas are presented from the aspect of 
offshore operations and internal ICT management. In the empirical part of the research the 
collected theories are then applied to an intrinsic case study of transferring internal service 
desk to offshore.

The research results show that there are significant financial benefits to gain by using 
offshore operations. Decision to offshore is quite often made only based on financial factors 
even though there are also other benefits to gain such as increased availability and time 
saving. Due to nature of offshore operations organizations encounter many risks and 
challenges. Most of these challenges appear in the forms of performance and relationship. 
Quality of the transferred service tend to decline and communication failures are very 
common.

The research results also show and support many best practices that are described in 
literature. Right operation model for service desk and service management bring added value 
for the organization. Transition management is the key success factor. Knowledge of 
offshore operations, usage of expatriates, human resource management, knowledge transfer 
and experienced project manager are the most important areas. Organization should also give 
high attention on the impact the change has on the whole organization.

Keywords: ICT services, Offshore, Service desk, Service management, cost to 
offshore, knowledge transfer, change and risk management_________________
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Tiivistelmä:

Suuntauksesta käyttää resursseja halvemman työvoiman maista on tullut yrityksille 
välttämättömyys, jotta ne pärjäisivät globaalissa kilpailussa ja kykenisivät vastaamaan, 
suurten ikäluokkien poistumiseen työelämästä. Organisaatiot yrittävät saavuttaa 
liiketoimintansa tavoitteet nopeammin, alentaa kustannuksia ja parantaa palveluiden 
tehokkuutta ja laatua. Sisäisiä tietotekniikkapalveluita osana organisaation tukitoimintoja on 
tuotettu jo yli vuosikymmen halvan työvoiman maista. Tietotekniikkatoimintojen siirtäminen 
halvan työvoiman maihin koskettaa koko organisaatiota eikä vain kyseistä tukiyksikköä.

Diplomityön tarkoituksena on selvittää organisaation saavuttamat hyödyt ja kohtaamat 
haasteet siirrettäessä sisäisiä ICT toimintoja halvemman työvoiman maihin. Työn tavoitteena 
on myös selvittää parhaat tavat toteuttaa toimintojen siirto, jotta organisaatio saavuttaisi 
parhaat tulokset toimintaan, kustannuksiin ja laatuun liittyen.

Diplomityön teoriaosassa tutustutaan aikaisempaan kirjallisuuteen ja esitellään teorioita 
palveluiden hallinnasta, service desk:stä, toimintojen halvemman työvoiman maihin 
siirtämisen hallinnasta, muutoksen hallinnasta organisaatiossa ja siirron menestyksen 
mittaamisesta. Diplomityön empiirinen osuus muodostuu kerättyjen teorioiden 
soveltamisesta sisäisen service desk:in siirtämiseen halvemman työvoiman maihin.

Tutkimuksen tulosten perusteella voidaan todeta, että organisaatiot voivat saavuttaa hyötyjä 
käyttämällä halvemman työvoiman maita toiminnoissaan. Erityisesti taloudelliset hyödyt 
voivat olla huomattavia. Päätös työn siirtämisestä halvan työvoiman maihin tehdään yleensä 
vain kustannussäästötavoitteiden näkökulmasta, vaikka palveluiden siirtoon liittyy monia 
muitakin hyötyjä kuten parempi saatavuus ja ajansäästö. Offshore- toimintojen luonteesta 
johtuen organisaatiot kohtaavat useita haasteita ja riskejä. Suurimmat haasteet liittyvät 
suorituskykyyn sekä eri osapuolien välisiin suhteisiin. Lisäksi siirrettävien palveluiden laatu 
heikkenee ja väärinkäsitykset ovat yleisiä.

Tutkimustulokset myös tukevat useita kirjallisuudesta löytyviä parhaita toimintamalleja. 
Oikeanlainen service deskm toimintamalli ja palveluiden johtaminen tuovat lisäarvoa 
organisaatiolle. Palveluiden siirron hallinta on onnistumisen avaintekijä. Offshore tietämys, 
tietämyksen siirto, ekspatriaattien käyttö, henkilöstön hallinta ja kokeneiden 
projektihenkilöiden käyttö ovat tärkeimmät siirron hallinnan alueet. Lisäksi organisaation 
tulisi huolehtia muutoksen vaikutuksista koko organisaatioon.

Asiasanat: ICT palvelut, palveluiden siirtäminen, tietämyksen siirto, riskien ja muutoksen 
hallinta
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1 INTRODUCTION

1.1 Background

During last decades organizations have been challenged with the rapid 

development of information and communications technology (ICT). 

Organizations have been required to heavily invest on ICT and offshore 

operations to meet the requirements of global competition and constantly 

changing business environment. The biggest players in offshore services are 

U.S. and European companies which have their own personnel in their own 

lacilities doing work on their own services. Today most common countries 

to offchore are India, Philippines, Russia, China, Canada and Ireland, but 

many other countries such as Czech Republic and Vietnam are entering the 

market with their own competitive advantages (Vashistha, A. & Vashistha, 

A., 2006).

Decision to offshore in many organizations is often made purely on cost 

reasons even there are other benefits to gain and aspects to consider. 

Deciding what to offshore and how to run the transfer project are the main 

questions for the successful offshore transfer. Transfer project typically 

includes following areas:

- Human resource management: Taking care of personnel effects 

(layolls, relocation, etc) on onshore locations and recruiting 

personnel on offshore locations

Communication: Providing consistent communication to all 

stakeholders during the whole process

- Knowledge transfer: Seeing that knowledge obtained on onshore 

location is properly transferred to personnel on offshore location

- Cost management: To provide right expectations for the transfer and 

measure the success
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1.2 Research objectives

The purpose of the thesis is to find out the benefits organizations can 

achieve by transferring internal ICT functions to offshore countries. Thesis 

also aims to clarify the best way to transfer internal ICT functions to 

offshore, so that organization would get the best results operational, cost and 

quality wise. To fulfill these objectives research tries to answer to following 

questions:

• What benefits organization can achieve by offshoring internal ICT 

functions?

• Which are the main challenges organizations can face when 

transferring internal ICT functions to offshore?

• How ICT functions transfer should be executed to be able to 

materialize the benefits?

The motivation of this thesis is to create more efficient internal ICT services 

for the organization and therefore to create competitive advantage. Research 

tries to find out how much in perspective of cost and quality organization 

can achieve by consolidating and transferring service desk service to 

offshore.

1.3 Methods and limitations

Thesis is based on qualitative research of one individual case. One of the 

biggest challenges in qualitative research is the analysis of the material. Due 

to reason that the most important target for qualitative research is to increase 

understanding, researcher needs to interpret the results. (Syrjäläinen, E. et 

al. 2007)

There are several ways case study researches can be categorized. Case study 

researches can be divided into intensive and extensive researches. Target for
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the intensive case study research is to describe, interpret and understand the 

unique and abstractly interesting case in question. Context description of the 

case is important and researcher might be interested in the way people 

participating the research analyze the world. Shared similarities, common 

frameworks and new theoretical ideas and concepts are explored in the 

extensive case study research through comparing several cases. Cases are 

used as tools while researching the phenomena. (Eriksson & Koistinen, 

2005 / Sayer, A., 1984 / Hellström & Hyttinen, 1996)

Stake (1995) divides case study researches into three models based on the 

nature of the case, amount and target of the cases and basic assumptions 

used in the research. Intrinsic case study is used when the researcher has 

special interest in specific individual case and would like to understand the 

case with all relative details. The second model according to Stake is 

instrumental case study. This model is used when case study research has 

instrumental meaning. In other words this case study research is used for 

creating understanding about something else than the case in question. Third 

model is collective case study. Collective case study is used when the 

research consists of several cases and essential issue is the co-ordination of 

individual cases. In this model instrumental case study is expanded to cover 

several cases and aim is to create better understanding or theory. (Stake RE., 

1995)

In this thesis aim is to create understanding about research case study with 

the help of theory, observation, surveys, statistics and interviews. Based on 

the categories and methods earlier mentioned this research is intensive and 

intrinsic case study.

Case study is often polymorphic and iterative process that does not 

necessarily proceed in a straightforward way. Researcher goes through 

many phases, returns back and specifies, compares material to each other 

and creates dialogs between the theory and empiric. Independent of which 

kind of case research is being processed certain phases apply. Essential 

phases are formulation of research questions, structuring of research
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composition, defining cases and selection, defining the used theoretical 

viewpoints and concepts, explaining the logic for the dialog between the 

material and research questions, deciding the methods for analysis and the 

ways to report. These are the phases also used in this research. (Yin, R., 

2009)

In the intensive case research there is not a specific process to follow. Good 

research can be conducted and reported in many ways. The phases described 

above will be gone through, but the order does not necessarily need to be 

predetermined. Typically different phases are visited several times during 

the research process. For example research questions can be changed, 

adjusted and refined in several phases. (Eriksson & Koistinen, 2005)

In this research formulation of research questions reflects to the targets. 

Research questions were defined so that by answering to them targets for 

the research can be reached. Structuring of research composition consists of 

defining the structure of the thesis. The purpose of the thesis is to provide 

information about transferring internal ICT functions to offshore. Therefore 

it is natural to select this specific case. After the selection literature related 

to research will be studied and essential parts of theory will be compiled. 

Theory will be applied several ways in the empirical part of the research. 

For example formulas presented in the theory part will be used and 

questions to be used in surveys and interviews are based on the theory. 

Interviews and surveys will be stored, analyzed and interpreted. After this 

the material will be compared to theory and research questions will be 

answered. The last phase is to finalize and publish the thesis.

In this thesis the selection of different suppliers to provide service desk is 

disregarded due to the fact that decision to use organization’s own captive 

center was the only option. Therefore theoretical part of thesis concentrates 

on service management processes, service desk operations, transition 

process and change management in the organization. Research results 

include only the single case in question, but they could be utilized in some 

other similar cases.

12



1.4 Structure

This thesis consists four sections. Introduction describes the background of 

the thesis, objectives of the research, research questions, methods and 

limitations. The second section constitutes from literature survey, which 

describes the essential theories around the ICT services and off shoring. 

Theory from the literature survey will be applied to practical case in the 

third section. Research questions and objectives will be also answered in 

this section. Last section consists of summary, estimation of reliability and 

possibilities for further studies.

2 THEORETICAL RESEARCH

This chapter consists of the theoretical part of the thesis. Essential 

theoretical viewpoints and definitions are presented which are needed to 

answer to research questions. Since the objective of the research is to 

clarify how and what benefits from internal offshoring of ICT function can 

be achieved, following areas are covered: service management, service desk, 

transfer activities and possible implications of the transfer to the 

organization.

The links between the service management processes and efficient profit 

making organization are described in the service management chapter 

together with most common used service management processes and 

standards. In the service desk chapter different common models for service 

desk operations are described. Third section of theoretical part covers the 

different activities around the transfer, how to measure the benefits and what 

the best-practices are around offshoring. The last section covers what are the 

effects of the change and how they should be managed.
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2.1 Service Management

In the literature service has many different definitions. According to 

Grönroos three generic characteristics can be identified: Services are 

processes consisting of activities or a series of activities, services are at 

least to some extent produced and consumed simultaneously and the 

customer participates as a co-producer in the service production process 

at least to some extent. (Grönroos, C., 2007)

Delivery of a world-class service is becoming the difference between 

success and failure and major competitive advantage due to the increase 

of customer demands and globalization of companies. To be able to 

compete in this market organizations need to have service oriented 

strategy and culture. (Grönroos, C., 2007)

Picture 1 illustrates the 'Service-Profit Chain model' which described 

model for organizations to be successful in service sector. The aim of 

this model is for organisations to deliver specific service by 

understanding its’ customers and business needs clearly.

The Service-Profit Chain

Employee heiwt

1
mtfttiM ftwih

»

Isttrui Erapteyee Hike (iistoieer [«troer
»roas saute -► br *)► »tistel -► Mf

(öStOTM

Picture 1: The Service-Profit Chain model (OGC, 2001)
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The links in the service-profit chain are following: Profit and growth are 

stimulated by customer loyalty and loyalty is direct result of customer 

satisfaction. Satisfaction is mostly influenced by the value of services 

provided to customer. Value is created by loyal, satisfied and productive 

personnel. Employee satisfaction primarily results from high-quality support 

services and policies that enable employees to deliver results to customers. 

(Hcskett, J. et al. 1994)

Organization should take into consideration all the factors in service-profit 

chain to determine what drives its’ profitability. Many organizations have 

started to measure the performance of relationships between individual 

links. This though does not lead to comprehensive strategies for achieving 

lasting competitive advantage. It is difficult task for organization to relate all 

the links in the service-profit chain, but best results they will achieve by 

looking at the whole picture while investigating in depth the individual links 

and their impact. Organizations need to quantify their investments is in 

personnel both in customer and internal side. The service-profit chain 

provides the framework for this critical task. (Heskett, J. et al. 1994)

When organization has right kind of culture and strategy in place it 

creates better possibilities to be successful. Picture 2 illustrates a flow 

where organization has adopted service oriented approach.
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Picture 2: A Service oriented approach (Grönroos, C. 2007)

In this service oriented approach it is recommended to focus on the 

interactions with customers and customer relationships instead of cost 

considerations and internal efficiency. Of course internal efficiency 

considerations should not be totally disregarded. From the flow can be seen 

that improved quality usually means higher customer satisfaction. This leads 

to two positive effects. Internal working atmosphere and external corporate 

image will improve. Finally due to these effects sales volumes will probably 

increase and the improved internal atmosphere makes the buyer-seller 

interactions even better and the organization will have more resources to be 

used to follow this flow again. (Grönroos, C., 2007)

2.1.1 ICT Service Processes

Importance of ICT services and deliveries is growing due to the fact that 

organizations are requiring more advanced facilities at minimum cost to 

meet their business requirements. ISO/IEC 20000 defines these 

requirements and service management processes for the service provider to
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provide these services in professional, cost effective and secure way. Picture 

3 describes the processes included in ISO/IEC 20000.

Service Design 4 Management Processes

Security Management Service Level Management Capacity Management

Availability $ Contingency 
Management

__s

Service reporting financial Management

X_ _ _ _ _ _ _

Release processes X Control Processes

Asset 8 Configuration Management 
Change Management J Supplier Processes

Release Management Resolution Processes

hdtient Management
Problem Management

Customer Aefatienship 
Management

Supplier Management

Picture 3: Service Management Processes (ISO/IEC, 2005)

Target for Service Design and Management Processes is to maintain the 

service levels on agreed level through Service Level Management. Service 

Contingency and Availability Management ensure that there are enough 

resources to provide the service, service is available and recovery from 

service failures can be achieved with minimal business impact. Service 

Management Processes are responsible for the Service Reporting, which 

provides measurement and analysis information for the decision making and 

communication. Scope of Financial Management of ICT services is to plan 

and observe the economical factors and allocate the costs and profits to the 

right place. Target for Capacity Management is to find optimal balance 

between time, resources, processes and costs.

Control Processes include Asset, Configuration and Change Management. 

Change Management is responsible for managing the changes in services, 

products or processes in controlled manner. Change Management also aims 

to execute the changes effectively, traceably and with minimal impact to the
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service. Asset and Configuration Management maintains the physical 

infrastructure such as devices, software, documentation and the 

dependencies between them. The co-operation between Configuration 

Management and other Service Management Processes is tightly linked to 

each others. Individual products, devices and software are called as 

Configuration Items and they arc collected to Configuration Management 

Database.

Release Processes include Release Management and it is responsible to 

ensure that Configuration Items of individual releases are integrated, testes 

and properly stored. Release Management is tightly connected to Change 

and Configuration Management.

Resolution Processes contain Incident and Problem Management. Incident 

Management aims to eliminate failures and restore the service level to 

normal as quick as possible. Target for the Problem Management is to 

reactively recognize the root causes of the problems based on incidents and 

proactively eliminate possible incidents.

Supplier Processes create and maintain good relationships towards 

customers and other stakeholders. Supplier Management concentrates on 

managing and observing the service quality of sub contractors. Customer 

Relationship Management aims to maintain the good relationship between 

supplier and customer by observing the relationship of agreed and planned 

business needs towards Service Level Agreement. This process measures 

customer satisfaction and manages the feedback and escalations regarding 

services. Customer Relationship Management is in tight co-operation with 

Service Level Management. (ISO/IEC, 2005)

2,1.2 ITIL

For corporate to achieve the business goals, efficient and high-quality 

support of the computing infrastructure and customers is required. ITIL
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(Information Technology Infrastructure Library) was developed to fulfill 

these requirements. ICT management and best practices are defined and 

described in ITIL. Usage of ITIL has expanded rapidly and it has achieved 

“de facto” standard status. ITIL is not official standard and it never will be 

instead it is collection of best practices. Other frameworks have been also 

developed for the same purpose, but they have not achieved the same level 

of maturity and popularity as ITIL.

The ITIL is a set of standard IT terminology (e.g., a high-level definition of 

a change request) developed in the 1980s by the United Kingdom Central 

Computing and Telecommunication Agency to address the issues of IT 

service support and delivery faced by IT infrastructure organizations. ITIL 

standards were designed to establish guidelines and a common language for 

operational processes, such as change management and problem resolution, 

service delivery, and resolution of customer inquiries. (OGC, 2006)

ITIL provides ICT service process model between the technology and 

business economics. ITIL concept is based on business-orientation and at 

the same time coalescence of ICT. From business point of view important 

elements are the value of ICT and the way ICT provides added- value to the 

organization. According to ITIL the confluence of business and ICT is 

important. Basis for ICT operations is to understand business logic, manage 

service production and relationships, create roles, relationships and 

interfaces based on service delivery requirements (OGC, 2006). Currently 

used version of ITIL is version 3, which was published in May 2007 

(Wikipedia, 2009). The previous version of ITIL consisted of following 

books: Service Support, Service Delivery, Service Management, 

Application Management, Planning to Implement Service Management, ICT 

Infrastructure Management and Business Perspective. ITIL version 3 

extends the scope of version 2 to cover stronger integration between ICT 

technology and business. ITIL version of 3 consists of following books: 

Service Strategy, Service Design, Service Transition, Service Operation and 

Continual Service Improvement. (OGC, 2006) Version 2 is referred in this
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thesis due to the reason that organization used in empirical part was using 

this version at the time of transfer.

Organizations cannot acquire certification directly to be ITIL compliant. 

Instead of being ITIL compliant organizations which have implemented ICT 

management based on ITIL can acquire ISO 2000 certification which is has 

almost the same requirements as ITIL. Other frameworks used in the 

industry are ISPL (Information Services Procurement Library), ASL (the 

Application Services Library), DSDM (Dynamic Systems Development 

Method) and CobIT (Control Objectives for Information and related 

Technology).

2.2 Service Desk

The service desk has very important role in ICT organization. It is 

considered as the first line of defense or the face of the ICT organization. 

Loss of service desk credibility can negatively affect the overall perception 

of ICT. The role of service desk has been shifting during last years from 

incident-focused to being strategic hub for the ICT organization. Service 

desks are adopting standards to work with different service provides in order 

to better address the needs of customers. Service desks arc moving from 

reactive way of working and beginning to do more strategic thinking and 

planning. (Gliedman, C., 2008)

In the previous chapter standard ICT service processes were introduced. 

Service desk is not considered to be process. It is a function, which typically 

links to processes such as Service Level Management, Release 

Management, Incident Management, Configuration Management and 

Change Management. (OGC, 2006)

Service Desk usually has two main objectives. First is to provide single 

point of contact for customers and secondly to facilitate the restoration of
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normal operational service with minimal business impact on the customer 

within agreed service levels and business priorities. (OGC, 2006)

Based on ITIL the more detailed functions of the service desk are receiving 

calls, recording and tracking incidents and complaints, keeping customers 

informed on request status and progress, making an initial assessment of 

requests, attempting to resolve them or refer them to someone who can, 

based on agreed service levels, monitoring and escalation procedures 

relative to the appropriate SLA, managing the request life-cycle, including 

closure and verification, communicating planned and short-term changes of 

service levels to customers, coordinating second-line and third-party support 

groups, identifying problems and closing Incidents and confirmation with 

the customer. (OGC, 2001)

2.2.1 Different operation models for Service Desk services

For the organization to find right model for the Service Desk ITIL proposes 

three different models: local, virtual and centralized. When making the 

decision there are several factors organization should consider. What are the 

business objectives and deliverables for the organization? What is the 

maturity and skill levels of all stakeholders including support organization, 

end-users and customers? What is the size of the organization and the nature 

of its’ business? How the organization is structured? Is the organization 

located on single site or distributed globally on different sites? How many 

services and applications Service Desk is supporting? What are the support 

hours for the Service Desk? What is the level and quality of the 

management information required? After answering these questions 

organization has better understanding what kind of set-up it should have for 

the Service Desk. (OGC, 2001)
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2.2.2 Local Service Desk

Traditionally local service desk model has been used to support local 

business needs. This model works well when there is single site or only 

couple bigger sites. If the organization is having several local service desks, 

standardization and common operation management tool are key success 

factors. Multiplying skills and resources together maintaining the same level 

of standardization is quite costly and is not recommended for the 

organizations on multiple sites. Picture 4 illustrates the operation model of 

local service desk. (OGC, 2001)

First line supportService Desk

fool Userlocal User

Third Party

Picture 4: Local Service Desk (OGC, 2001)

2.2.3 Centralized Service Desk

If the organization is distributed to multiple sites it can achieve significant 

business advantages by having centralized service desk. Through the 

centralized service desk the advantages organization can achieve are 

reduced operational costs, consolidated management overview and better 

usage of available resources. Picture 5 illustrates the set-up for the
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Centralized Service Desk where all the contacts are routed through single 

physical location. (OGC, 2001)

Centralised 
Service Desk

(estomer
Site!

Customer 
Site 2

Second line Support

Picture 5: Centralized Service Desk (OGC, 2001)

2.2.4 Virtual Service Desk

Due to the nature of immaterial services provided by the service desk and 

the technology improvements such as network performance and 

telecommunication the location of the service desk has become more and 

more irrelevant. As described in picture 6 the physical locations of the 

service desks can be anywhere in the world and end-users are provided with 

single channel to contact the support. This single channel can obtain several 

physical service desks which are providing similar services. Presence of the 

virtual service desk does not take away the requirement to have on-site 

engineers for the local physical support.
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For the organizations that are located on multiple sites globally virtual 

service desk can create major business benefits such as cost savings on 

operations, better and consolidate overview and more flexible usage of 

support resources. Virtual model compared to centralized organization can 

have better availability to resources to provide support on local languages 

and lower requirements for the connectivity services. (OGC, 

2001)

local Utm knw lim
Third Party 

Supplier Service Desk

Picture 6: Virtual Service Desk (OGC, 2001)

2.3 Transferring ICT services to offshore countries

Organizations are looking at several aspects when planning to use offshore 

operations. Main target is to meet the requirements of global competition, 

but it also includes several other benefits.

Offshore sourcing provides a solution to ICT skills shortage. As the need of 

ICT skills is growing countries quite often are not able provide the enough
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resources with right competencies. Also in high cost countries people would 

like to work with tasks higher in the food chain. This reflects to the fact that 

salaries paid for simple tasks as first line support or basic programming is 

today quite low compared to other tasks. (Khan, N., 2002)

Cost saving is major reason for organizations to use offshore operations. 

Although organizations could for example consider outsourcing their 

operations in local countries, they can gain strategic advantage from the 

lower salaries and benefits prevailing in countries such as India where 

hourly cost can be 70-80% lower. It is important to remember that cost of 

salaries doesn’t directly reflect to cost savings organization will achieve. 

(Vashistha, A. & Vashistha, A., 2006)

According to Atul and Avinash Vashitsa (2006) organization can achieve 

25-50% cost savings by offshore operations. As services are provided at a 

lower cost, this will help generate revenue, offer new and better services. 

This creates competitive advantage for the organizations. (Vashistha, A. & 

Vashistha, A., 2006)

Outsourcing operations related non-core competencies can benefit 

organizations to focus on their core competencies and activities while 

contracting out the less noncore tasks which the market can do more cost 

efficiently. (Khan, N., 2002).

Time saving and availability is another reason for offshore operations. By 

using locations in different time zones enables efficient use of all 24 hours 

in a day. Due to this time zone difference, if an error occurs in the system or 

service it can be fixed during the night time and business operations are 

fully up and running on the next day. This time saving and availability is 

only possible if there is good enough telecommunications and infrastructure. 

(Khan, N„ 2002)

Offshoring brings higher quality services because of the transfer of non-core 

services from the client to offshore operation that specializes in those
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specific services. Higher quality is sometimes the primary driver of moving 

business process offshore. In many cases quality certifications such as 

International Organization for Standardization (ISO), capability maturity 

model (CMM) and Six Sigma have been the standard for years at the 

offshore location. And in some cases, the process certification at the onshore 

location is lower than at the offshore location. (Vashistha, A. & Vashistha, 

A., 2006)

2.3.1 Decision to offshore

With the development of the strategic and complex of ICT offshore 

operations, ICT offshore decision becomes more complex and includes 

impacts for the strategy of the organization. According to typical ICT 

offshore process, the decision of transferring ICT to offshore can be 

classified to four phases: pre-decision, selective decision, implementation 

decision and outcome decision. (Zhang, P. et al. 2008)

In the pre-decision phase organizations identify the role and value of ICT 

towards the strategy. This phase also includes evaluation of benefits and 

risks transfer might hold. At selective decision phase organizations should 

make a series of selective activities, including the scope of transfer and 

model how to provide the service. Organizations focus on the 

implementation and monitor the progress of it at implementation decision 

phase. Relationship management between different parts of organization is 

the key substance throughout the phase. Then communication between the 

parties becomes more important. At the outcome decision phase 

organizations want to address the outcome of offshore transfer, determine 

the benefits and success of selected model. Based on the analysis needed 

decisions on possible changes should be made. (Zhang, P. et al. 2008)

Before making the decision at the pre-decision phase Gartner gives certain 

recommendations. Organizations should carefully weigh risks and benefits.
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If organization has mature global delivery model, it will eliminate the issue 

of location differences, but the current early stage of the global delivery 

evolution and the complexity of the European multilingual market require 

organization to carefully consider plans and speed of deployment of global 

delivery locations. Organization should start offshore operation through the 

approach of disciplined offshoring. In this approach the service desk has a 

special role as it allows visibility and influence on end-to-end service 

quality and all internal and external service providers. As part offshore 

strategy organization should focus on: 1) who owns the design of the 

service, 2) how to transfer knowledge effectively, and 3) whether to change 

the service offered by the offshore location. (Tramacere, G. et al. 2007)

2.3.2 Human resources and recruitment

The decision to offshore usually is done due to financial reasons, but where 

and how should be driven by people issues. These issues include the 

availability of a labor pool with the right skill sets to meet your business 

requirements, the type of training needed to supply skills that the offchore 

workforce may lack, creating the right offshore human resource (HR) team 

to provide expertise on compensation and benefits as well as on legal and 

cultural matters and ensuring your company’s values are represented and 

implemented on your offshore location. (Vashistha, A. & Vashistha, A., 

2006).

From HR point of view there are certain activities to successfully build up 

offshore operations. Organization should examine the strengths and 

weaknesses of labor pools in the offshore country in terms of education, 

linguistic skills, compensation, possible government incentives and benefit 

costs. Key persons should visit the potential country to get feel for the 

culture and the business atmosphere and HR should speak to local HR 

professionals about the special characters of doing business within the 

country. Organization should hire a local HR manager who not only has
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expertise in the HR practices, customs and culture of that country, but also 

has some international experience. HR should find out how employee 

background checks are conducted in the offshore country. After these 

investigation activities organization can start planning the recruitment 

process more in detail. (Doke, D., 2003)

How to find right people with right competences while building up off-shore 

services? This is a question all organizations phase when evaluating off

shore operations. Answer can be divided to three factors: recruitment 

process, finding enough right kind of resources and knowledge transfer.

Research made by Darlene Russ-Eft from the Oregon State University 

(2004) identified competencies needed by organizations providing services 

to customers. Based on the results SERVE model including five major 

factors was developed. First one was to see the “big picture” and how 

customer service fits into it. Secondly organization should establish an 

authentic human connection with each customer. Third one was to render in 

timely, thorough and accurate manner. Fourth factor was to value and 

respond to unique customer needs and last one was to extend a hand to 

repair and strengthen relationships with customers who are upset or angry. 

(Russ-Eft, D., 2004)

Demands from the business have lead to situation where the competencies 

required from the service desk personnel are increasing. In the modern 

service organization the service desk personnel has to have the good or 

exceptional skills in the following areas: general interpersonal skills, 

telephone techniques, writing techniques (letter, email, voice), active 

listening and questioning, stress and complaint management. (OGC, 2001)

When starting the transfer process all the knowledge and control of the 

services lies onshore. In the beginning the offshore operations usually have 

no knowledge about the service or customer organization in question. While 

the process progresses onshore operations lose control and knowledge and 

offshore location gains it. Ideal time to make the official transfer is when
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knowledge on offshore operations is at the same level as the diminished 

level at onshore. (Kilroe, D., 2005)

2.3.3 Knowledge transfer

Definition of knowledge transfer can have different meanings. Since the aim 

of this research is to discuss the transfer of internal ICT function to new 

country, knowledge transfer refers to the cross-cultural, cross-border and 

cross-organizational processes whereby information, ideas and practices 

move between different units. Knowledge transfer is seen as complex 

process, where the success depends on how knowledge is transferred, 

interpreted and absorbed (Hui, S., 2008).

When looking at the knowledge transfer it is important to understand the 

characteristics of knowledge in knowledge transfer. Knowledge possesses 

three main characteristics: tacit, specific and complex (Simonin, B.L., 

1999). In the perspective of knowledge transfer tacit can be seen as difficult 

to specify and recognize. Usually tacit is knowledge that is learned by 

doing, where close communication is necessary. Knowledge complexity can 

be tackled by different effective tools and routines during the transfer. 

Specificity can influence the efficiency in knowledge transfer. For example 

local knowledge is tightly connected with local culture and would therefore 

be difficult to transfer to some other location. (Hui, S., 2008)

The knowledge transfer and creation is a dynamic spiral that moves from the 

individual to organization and inter-organization dimensions. SECI-modcl 

by Nonaka and Takeuchi (Nonaka & Takeuchi, 1995) describes this spiral 

by four sequences. SECI-model stands for Socialization, Externalization, 

Combination and Internalization (Nonaka & Takeuchi, 1995). Socialization 

is the sequence where knowledge is transmitted from one individual to 

another through observation, practice and imitation. Tacit knowledge is 

transferred to explicit knowledge in the externalization sequence.
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Combination sequence is the sequence where explicit knowledge is 

converted to more diversiform explicit knowledge. Explicit knowledge is 

transferred to tacit knowledge in the internalization sequence. This process 

is illustrated in the picture 7. (Kess, P. et al. 2007)

Tacit Tacit
Socialization

Empathizing

Ltl

Externalization

Articulation

i)4=
Embodying

Internalization

Connecting

Combination
Explicit Explicit-*

Picture 7: SECI-Model (Nonaka & Takeuchi, 1995)

For organization to solve problems and strengthen performance through 

knowledge transfer, it needs to convey and diffuse knowledge throughout 

the organization. Effective knowledge transfer can increase the value of 

organization’s knowledge assets. This should be seen in better 

organizational performance. Learning capacity of the recipient organization 

is on the most critical factors in knowledge transfer. (Kess, P. et al. 2007)

Measurement of the success for the knowledge transfer can be divided into 

two categories: measurement from the effect of knowledge transfer and 

measurement from the process of knowledge transfer. Effect of knowledge 

transfer can be measured through the satisfaction of the knowledge 

recipients or how knowledge recipient can absorb the acquired knowledge 

and adjust, extend and exploit it efficiently. Knowledge transfer process can 

be measured by comparing the practical time used in knowledge transfer

30



process to the planned time to acknowledge whether the transfer is smooth 

or not. Also the cost of transfer can be used as indicator to the degree of 

difficulty in the knowledge process. Picture 8 illustrates the relationship 

between knowledge characteristics and transfer efficiency. (Hui, S., 2008)

Picture 8: Structural model of knowledge transfer efficiency (Hui, S.

, 2008)

2.3.4 Managing the transfer

Good management of transfer or outsourcing of ICT functions is critical to 

be successful. Organization should carefully plan the whole transition 

process, which has some specific characters compared to other ICT projects. 

Challenges organization can expect to phase during transition can be divided 

into 5 categories: performance, relationship, contract, financial and resource. 

(Vashistha, A. & Vashistha, A., 2006)

Performance issues can be divided between supplier and customer. Supplier 

might not have enough resources or is inexperienced. Customer 

organization might not have the acceptance for the transfer or executive
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sponsorship is dissipating as the transfer is not seen as part of the overall 

business strategy. (Vashistha, A. & Vashistha, A., 2006)

Challenges regarding relationship might rise from miscommunication or 

from poor change management planning. Especially when transferring 

services to countries with different cultures it is important to have more than 

sufficient communication with clear responsibilities. (Vashistha, A. & 

Vashistha, A., 2006)

In the contract category requirements and expectations for the transfer and 

service are documented. By having official agreement by the parties there 

will be no unrealistic expectations, incomplete requirements and changes in 

the service scope can be done in structured and straightforward way. 

(Vashistha, A. & Vashistha, A., 2006)

Cost overruns and unrealistic return on investment calculations are 

challenges which organization might face. Organizations without the right 

competence and experience usually tend to underestimate the cost for the 

transfer, calculate incorrect benefits and don’t plan for the unexpected costs 

and changes. (Vashistha, A. & Vashistha, A, 2006)

Resource category includes challenges such as transition is made too fast, 

staffing and training of the staff is not properly planned and high turnover 

rates. (Vashistha, A. & Vashistha, A., 2006)

To manage these challenges organization need to find the right competences 

either inside the own organization or recruit from outside the organization. 

Atul and Avinash Vashitsa have created high-level transition management 

process to help organizations to plan the transition. This process starts with 

planning and to secure the existing key resources to stay within the 

organization. Next step is to look at the change that needs to be executed 

and cultural differences between the locations. Based on this investigation 

more detailed assessment should be performed with necessary plans. After 

this the knowledge transfer can start which leads to changing the operation
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model and work flow. Only at this point transfer is reaching the state where 

offshore location can fully provide the service. It is important to have 

separate attention for closing the transition and communicate it to all 

stakeholders. Different steps for this process are described in the picture 9. 

(Vashistha, A. & Vashistha, A., 2006)

Transition Management

Reengineering work flow

Transition planning and key resource retention

Knowledge transfer

Change and cultural management

Reaching steady state

Transition phase completed

Risk Assessment, impact analysis, assset protection and mitigation plai

Picture 9: Transition management (Vashistha, A. & Vashistha, A., 

2006)

2.3.5 Cost management

Since the cost savings is one of the main drivers for transferring services to 

offshore companies need to evaluate when they start gaining the benefits 

and what are the true costs of the transfer. There are upfront costs and 

hidden costs involved in offshore sourcing. Companies should accurately 

identify these costs. On average companies can achieve from 25% to 50% 

cost savings annually over a three year period, not 70% to 80%, as the pure 

wage differential suggests. (Vashistha, A. & Vashistha, A., 2006)
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Different financial techniques can help organizations to manage large scale 

ICT projects. Picture 10 illustrates the roadmap for large-scale ICT 

implementations. The roadmap describes the key practices in the fields of 

financial management and quantitative analysis. (Morgan, J., 2005)

Roadmap for large-scale 
IT implementations.

Proposing

JL
Selecting

Jl.
Executing

Monitoring

Å.
1

Assessing

Picture 10: Roadmap for large-scale IT implementations (Morgan, J., 
2005)

Four commonly used models are total cost to offshore, internal rate of 

return, net present value and return on investment.

Total cost to offshore (TCO) is adaptation from more commonly used model 

Total cost of ownership. Table 1 illustrates the relative percentage of 

different components of the cost on the TCO. (Vashistha, A. & Vashistha, 

A., 2006)
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Table 1: Typical percentage breakdown of the total cost of offshore 

(Vashistha, A. & Vashistha, A., 2006)

% Cost

Wage rate 46%

Communication system 3%

Physical infrastructure and support 18%

Transition and governance 7%

Resource redeployment 4%

Resource redundancy 1%

Training and productivity 9%

Disaster recovery and business

continuity

3%

Advisory services 4%

Travel costs 3%

Exchange-rate changes 3%

Some organization use internal rate of return (IRR) as a method the measure 

whether the investments made to the project are profitable. Especially if 

organization has policy that investments should have certain annual return 

percentage, this method is beneficial. IRR is calculated by discounting 

future streams of annual returns (CFr) minus the initial outlay and annual 

expenses at some rate r until they equal zero.
ft

^jCFx+Cl + r)*] = 0

£=4___________________

Formula 1: Internal rate of return (Morgan, J., 2005)
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Where

CFX is the cash flow in period x

- n is the number of the years invested system/service will be in use

r is the IRR that results when the cash flows equal to zero

IRR is considered as effective measurement of an ICT capital investment, 

because it emphasizes the percentage annual return the profit represents over 

the project’s life. (Morgan, J., 2005)

Net present value (NPV) shows the effect of IT investments to organizations 

profitability. Expected annual savings are compared over the investment’s 

expected life. NPV links the future cash flows to their current value. Current 

value is decreased by discount rate, a percentage rate that organization 

applies based on alternative investments or desired rate of return, in case 

they borrow the funds. (Morgan, J., 2005)

NPV =
------------- x=l_______________________________________

Formula 2: Net present value (Morgan, J., 2005)

Where

CF is the cash flow

x is the year the cash flow is realized

- n is the number of the years invested system/service will be in use

Return on investment (ROI) describes the profit organization can achieve 

from their investments. Models how ROIs are calculated can vary, but 

usually the starting point is that direct investments are proportioned to direct 

profits or cost savings. (Kamensky, M., 2003)
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ROI(%) = 100 x direct profits / invested capital

Formula 3: Return on investment (Kamensky, M., 2003)

Independent whichever technique organization uses for measuring financial 

value of ICT investments, the most common pitfall organization run into is 

measuring the payoffs while executing the project. (Morgan, J., 2005)

Previously different ways to calculate the cost and profitability of ICT 

project or investment were presented. The approach to calculate profitability 

in a service context is described in picture 11.

Traditional
marketing

Production and 
administration:

• interactive 
functions

• supporting 
functions

Invisible part

Profit = Revenue

External
efficiency

External and 
internal 

efficiency

Cost

Picture 11: A Service oriented approach (Grönroos, C. 2007)

There are some characteristics for this logic: internal and external efficiency 

cannot be separated, revenues and costs are largely driven by the same 

process and decisions regarding internal and external efficiency cannot be 

taken separately. (Grönroos, C., 2007)
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2.3.6 Risks

To run successful transfer project is challenge for any organization. Proper 

risk management is a key success factor. When looking at transferring 

services or functions to offshore three different risk categories can be found: 

project specific, relationship specific and macroeconomic. (Madhuchhanda, 

D. & Saji K., 2009)

Project specific risks emerge mainly due to the factors effecting project 

delivery. This category includes following risks: management of schedule 

and budget, client expectations, requirements capture, knowledge transfer 

and staffing. Risks related in schedule and budget, client expectations, 

requirements capture and staffing are due to reason that offshore projects 

involve increased cultural and geographical distance between two or more 

countries. Risk for knowledge transfer is due to the context of offshore 

projects and can be mitigated by improving the communication between 

customer and client. (Madhuchhanda, D. & Saji K., 2009)

Relation specific risks arise from the cultural differences between the 

countries. Cultural differences can cause a lot of communication to be lost 

or misinterpreted. To mitigate these risk organizations should put efforts in 

creating awareness of cultural and communication differences. 

(Madhuchhanda, D. & Saji K., 2009)

Macroeconomic risks occur due to exchange rate fluctuations and changes 

in government policies. These risks are quite hard to manage since they are 

out of the hands of both customer and supplier. Of course customer can try 

to have contract taking these risks in to the consideration, but this doesn’t 

apply when the case is about internal offshoring. (Madhuchhanda, D. & Saji 
K., 2009)

Relationship and project specific risks are linked to each other, but there is 

no link between macroeconomic risks and risks in other two categories. This 

link can be seen for example when there is bad relationship between the
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client and service provider and this will affect the ongoing project or 

similarly bad execution of a project could lead to a poor relationship. Picture 

12 illustrates the dependencies between relationship and project specific 

risks. Task complexity is a summary of the nature of client, the service and 

contract. Relationship maturity is based on transactional or collaborative 

dealings between the customer and the service provider. (Madhuchhanda, D. 
& Saji K„ 2009)

A

High project specific risks High project specific risks
High High relationship specific Low relationship specific

X risks risks
Q.
Eoo
0)«0I— Low project specific risks Low project specific risks

Low High relationship specific Low relationship specific
risks risks

Low High

Relationship maturity ------------- ►

Picture 12: Risk distribution based on task and relationship attributes 

(Madhuchhanda, D. & Saji K., 2009)

2.4 Change Management in organization

Changing the model of service desk represents a major change for the 

organization and usually it is easy to underestimate the efforts needed. All 

the stakeholders need to adopt the new way of working. Especially 

management needs to commit to the change and not to abandon the new 

model when first problems occur.
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When any new service delivery model is introduced with successful 

introduction, then the approach is usually perceived with initial enthusiasm. 

After the change organization will phase a learning curve and unfamiliar 

working practices. This might lead for organization not to achieve the 

planned benefits, but instead there is negative effect by means of costs and 

additional workload. At the same time with the drop of benefit there is also 

decrease in enthusiasm. As the results from the change begin to come more 

visible the enthusiasm raises again. Therefore it is crucial for the 

management to stick to the plan with commitment. The real results will 

usually show after certain period of time. This behavior is presented over 

the time in picture 13. (OGC, 2001)

Picture 13: The 'silver bullet' lifecycle (OGC, 2001)

Managing a change for an organization is always a challenge. John P. Kotter 

has created model of eight steps for organizations to implement a change 

successfully. The model doesn’t guarantee the success, but it gives 

organization a framework how to manage the change.

First step is to create urgency and necessity for the change. This can be done 

by investigating the business and competition on the market. Based on the 

investigation organization should define the possibilities and possible crises, 

which will create the root cause for the change.
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Second step to create guiding team. This team should be strong in nature 

and be able to guide the change.

Third step is to create vision and strategy. Vision is the guideline for the 

change and strategies are created to execute the vision.

After creating the vision and strategy organization should communicate the 

vision. All possible means and media should be used to communicate the 

message through the organization to guarantee the delivery and reception. 

Guiding team should act as role model.

Fifth step is to empower the personnel to work and behave according to the 

new vision. This step means taking risks and supporting new ideas, but it 

also lowers the barriers to hinder and slow down the change.

Sixth step is to realize short term wins. Organization should plan the change 

so that it can achieve benefits through the whole process. Whenever a 

benefit is realized it should be communicated through the whole 

organization and the people contributing to it should be recognized and 

rewarded.

Seventh step is to normalize the improvements and to execute new changes. 

In this phase organization changes or removes all the incompatible systems, 

structures and working models for the sake of credibility. Change process is 

also energized by creating new initiatives and projects.

Last step is to embed the new operational models to the culture of the 

organization. Management has the key role in the last phase and it should 

continuously improve the organization’s performance and communicate the 

dependencies between the success and new operation model. (Kotter, J., 

1996)
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2.5 Measures for success

For organization to measure the overall success of offshore transfer 

scorecard approach is recommended instead of single performance metric. 

Score card should include at least following metrics: customer satisfaction, 

total cost, quality, time, productivity and team morale. In the scorecard right 

scope should be identified. Quite often organizations for example fail to take 

into consideration the additional burden to the onshore team when 

calculating the performance of offshore operations. Also customer centricity 

should have high weight. In the end the customer decides whether the 

offshore operations are bringing the agreed value. (Hatch, P., 2005)

3 EMPIRICAL RESEARCH: CASE SERVICE 

DESK

3.1 CASE Description

Target for the empirical research is the transfer of internal service desk 

service from local country based service desks to centralized service desk in 

Ostrava in Czech Republic. Corporate in question is IT service company 

providing IT, R&D and consulting services with 16 000 employees present 

in 27 countries. Corporate has invested heavily in offshore operations during 

the last five years. Ostrava was the first major offshore location. Today there 

are close to 2000 IT specialists working in Ostrava providing ICT services 

internally and towards external customers. After establishing Ostrava 

operations offshore centers have been implemented to locations such as 

China, India, Poland and Belarus. Offshore ratio today is around 30%. As 

ICT services and support are part of the corporate key offering it was natural 

decision to use own captivate center to offshore service desk.

Service desk services were provided from five different locations: Finland, 

Sweden, Norway, Denmark and Belgium. In 2007 satisfaction survey was
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sent to all business units within the corporate regarding internal ICT 

services. Results from the survey showed clear message from business to 

consolidate services and reduce operational costs. These results are 

illustrates in pictures 14 and 15. Survey also showed improvement areas in 

individual services, but those are disregarded in this research.

Picture 14: Key improvement areas (Satisfaction survey, 2007)
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■ Collaboration and 
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■ Organization and People
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26%

Picture 15: Key improvement areas by categories (Satisfaction

survey, 2007)

Based on the input Corporate ICT made a decision in June 2007 to 

consolidate and transfer service desk services to offshore. After discussions 

with labor unions the project started with full speed in August 2007.

Transition project had six main objectives.

• To ensure that the knowledge transfer from the current service desks 

to the new consolidated service desk in Ostrava will take place 

during the transition.

• To ensure that the infrastructure needed for the new consolidated 

service desk is in place before the consolidation is started.

• To plan and coordinate the recruiting process with the local offshore 

line organization to ensure sufficient resources.
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• To minimize the personnel effects created by the project all 

personnel related questions need to be strictly coordinated on 

corporate level.

• Due to the nature of the project, the risks related to knowledge 

transfers and structural changes, communication in all levels will be 

a critical success factor for the project. That is why communication 

functions in all levels need to be tightly involved in the project.

• To keep the good service level during and after the transition is 

extremely important due to the business impact and end user 

satisfaction impact that the service has.

Service desk provides first line ICT support for 16 000 persons located in 

200 different offices. These offices are covering all time zones from North- 

America to Asia and Europe. Before the transfer support was provided with 

seven languages: Finnish, Swedish, Danish, German, English, French and 

Norwegian. After the transfer only supported language was English. Total 

31 ICT services are supported by service desk. These services are ranging 

from workstation support to server management and purchasing peripherals. 

At the time transfer took place support organization was following ITIL 

version 2 framework to full extent.

3.2 Material and Methods

In this research interviews, questionnaires and observation were used as 

information acquisition methods. Interviews (Appendix 3) were conducted 

with key stake holders in the organization by the author of this thesis. In 

total five persons were interviewed. Questionnaires were used to conduct 

three separate customer satisfaction surveys (Appendix 2). These surveys 

were ordered by the author of this thesis.
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First survey was the annual customer satisfaction survey that was sent to the 

line managers in the organization in 2007 and this survey was one of the 

bases for the decision to transfer service desk operations to offshore. Second 

survey was conducted in April 2008 after the transfer had been completed. 

This survey was sent to all employees affected by the transfer. Third survey 

(Appendix 1) is continues follow-up of the service quality and it is sent to 

every fourth person contacting the service desk. In these surveys three types 

of questions were asked. People were asked to rate the service quality with 

fixed scale rating, to answer fixed open questions and finally to give free 

comments.

Observation was used through the whole project from the business case 

creation and planning phase to closure of the project and post evaluation 

phase. The author of this thesis was acting as project owner and steering 

group chairman for the transfer project.

3.3 Case analysis

Purpose of the qualitative research is to understand phenomenon in 

question. Analysis of qualitative data can be divided into simplifying the 

findings and resolving the problems. Purpose of these two phases is to 

understand the target of the research. Simplifying the findings consists of 

two factors examination of the data and combining the findings. The aim for 

the examination of the data is to find most relevant issues regarding research 

questions and in finding theoretical framework. (Eriksson, P. & Koistinen, 

K„ 2005)

This paragraph examines material gathered through interviews, surveys and 

observation. Gathered material is linked to research questions and is 

compared to theoretical part described earlier.
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3.3.1 Benefits from new service delivery model

Cost efficiency was the main drivers for the transfer. Project originally was 

estimated to have budget of 943 500€. Actual cost of the project was 

460 0006 (TCO). There were two main reasons for the project cost to be 

well under budget. First employee retention was avoided by relocating the 

employees to other positions in the company and by natural attrition. 

Secondly the project manager was very experienced and was able to run the 

project very efficiently and was able to avoid the risks from realizing. 

Service Desk operation costs were 280 000€ per month before the transfer 

and after the transfer they were 110 0006 per month. Therefore the 

investment for the project was earned back by the end of Q1 in 2008 and 

time frame for the return on investment was 8 months. Until end of 2009 

total of 3 700 000€ were achieved as cost savings. In the original business 

case calculation time for return on investment was calculated to be 14 

months. Picture 16 illustrates the cumulative cash flow for service desk 

operations over the time.

Cumulative Cash Flow
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B Cumulative savings 
B Protect costs 
□Cumulativecash Flow

Picture 16: Cumulative cash flow of service desk operations
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Other main benefit from the transfer was that service desk working hours 

were extended from local business hours to full 24/7 support. Service desk 

provides support for following services: workstation management, email, 

collaboration, VoIP- telephony, active directory (AD), voice conferencing, 

printing, remote access, enterprise resource planning (ERP), server 

management and capacity, digital channels such as intranet and 

connectivity. Before the transfer support hours for these services were 

generally from seven o’clock in the morning to six o’clock in the evening 

Eastern European Time (EET).

Other benefits gained by the transfer were more related to soft values such 

as establishing one way of working together with support organization and 

better management overview on the services.

Since the service desk operations were distributed earlier there were many 

ways of working and contacting the support. After the transfer there was 

only one single email address and phone number for the whole organization 

to contact. This harmonized the support model and made it easier to 

communicate and deploy new services to the organization. Also the change 

from several supported languages to one promoted the usage of English 

being the official language for the organization.

Changing from five local service desks to one centralized meant also for the 

management to gain more holistic view on the services. There were different 

ways of working and tools used in the service desks before the transfer. 

After the transfer all contacts and requests were processed the same way and 

logged into one single tool, which made major difference e.g. in reporting.

After the transfer the offshore ratio to provide all internal ICT services and 

support has achieved level of 80%. Detailed distribution of the functions 

and where the work is performed is illustrated in picture 17.
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Picture 17: Distribution of solved requests by service function and 

location

There were only few benefits found through the surveys and interviews. 

This is of course quite natural due to the nature of the project and the impact 

on employees. Cost savings of course were heavily highlighted. Also 

change to use only one language was appreciated for the reason that is 

supports the values of the organization.

Tickets solved by in service area

2%

3.3.2 Challenges for new service delivery model

In the beginning of the project it was obvious there will be some turbulence 

around the organization both on the service delivery and customer side.

After the transfer separate customer satisfaction survey (Appendix 2) was 

conducted regarding the service desk operations. Survey results showed 

some presumable quality deviations and they summarize the challenges
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quite well from the end-user point of view. Table 2 illustrates the challenges 

identified from the responses divided into categories described in the 

literature.

Table 2: Challenges found during the transfer mapped to literature

Challenge identified in the

survey

Impact Category

from the

literature

Cooperation between service

desk and other supporting

units wasn’t functioning in

proper way

Workflow did not work

properly. There were delays

in request processing and

requests were assigned to

wrong support units.

Relationship

and

performance

Service desk agents were

missing the business and

local knowledge about the

corporate

Requests were assigned

with wrong classification,

which caused delays.

Performance

Service desk agents were not

fully aware of all approval

processes for granting access

rights

Delays in creating access

rights and access rights

granted without proper

authority

Performance

Insufficient language skills Misunderstandings between

service desk agents, end-

users and other support

personnel

Resource and

performance

Technical competence skills

of the service desk agents

Delays in processing

requests and incorrect

solutions for requests

Resource and

performance
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Miscommunication Delays in processing

requests and incorrect

solutions for requests

Relationship

and

performance

Lack of knowledge on

business impact regarding

incidents

Requests were assigned

with wrong classification,

which caused delays.

Performance

and contract

Service desk agents were not

feeling and taking the

ownership of the incident

There was no proper follow

up of the requests

Relationship

and

performance

During the transfer concentration was to establish the offshore service desk 

operation as such and coordination with other support units was brushed 

aside. After the transfer regular monthly meetings were established to make 

up this deficiency.

Quite naturally offshore service desk personnel didn’t have the same level 

of knowledge and skills in the beginning as service desk personnel in local 

countries. Separate training plan was created for every service desk agent to 

gain right level of both technical and business knowledge.

Resolution times for incidents and service requests requiring approval were 

seen longer than before the transfer. Two reasons could be identified. First 

the quality of the information who should approve and what wasn’t on the 

good enough level. Secondly service desk agents were not proactive enough 

to get the approval for the requests which caused delays.

Since English was the only supported language after the transfer, it was 

quite evident that there would be linguistic issues. After deeper analysis it 

showed that the problem wasn’t in the language skills of service desk 

agents, but the problems were on the end-users’ side. Level of English skills 

around the organization wasn’t on good enough level. This also led to
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misunderstandings between service desk and other parts’ of the 

organization.

In the beginning service desk agents were processing requests in an efficient 

way, but after delegating or sending the request forward there was no real 

follow-up. This led end-users to feel that their request has fallen into black 

hole without any knowledge when and what would happen to their request. 

To fix this issue two modifications to service desk processes were made. 

Service desk agents would need to send update to end-users every day 

regarding their open requests and it was emphasized that service desk agent 

owns the request during the whole lifecycle.

Challenges from management point of view were gathered through the 

observation and interviews. Challenges regarding communications, quality, 

commitment and security came up. Communication was seen as a challenge 

even though the project had special attention to it. Feedback showed that 

traditional communication methods such as email and announcements in 

intranet are not sufficient. Regarding quality the biggest challenge was to 

keep the current level of service. Comments during the interviews showed 

that more efforts and resources should have been used to guarantee the 

service quality. From the commitment side it was criticized that even the 

decision to offshore this function was made on the highest level of the 

organization, not all the management was behind the decision. This had 

reflection how well organization accepted the change. There were also 

concerns regarding security: Service desk agents were not fully aware of the 

approval procedures, which created confusion and generated additional 

risks.

In this case study no financial challenges were discovered. Main reason for 

this was successful execution of the transfer project.
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3.3.4 Success factors for transfer

Success factors for the transfer were gathered through observation and 

interviews. Materials from surveys were used only for this part to see how 

well project took care of the impact of the transfer to the organization. 

Success factors consist only issues specific to offshore operations and 

normal project management best practices are excluded.

Five main topics came up during the interviews:

- After making the decision to offshore project was given to work in 

peace and the line management took care of all the turbulence from 

the end-users and business units.

- Local service desks were operating simultaneously for one month 

with offshore service desk, which enabled smoother transfer.

- Project avoided having any lay-offs due to efficient internal rotation, 

which created less dissatisfaction on onshore locations.

Local service desk manager from Finland was sent to offshore 

location for one year to work as expatriate. Based on the feedback 

this was probably single most important issue.

- Project Manager was experienced enough with offshore operations

3.4 Research results

3.4.1 Benefits from service transfer

First research question of the thesis was to identify which benefits 

organization can achieve by offshoring internal ICT functions. Approach for 

this question was explored through literature. Based on literature the 

benefits organization can gain are cost savings, increased flexibility, 

improved quality, time saving and increased availability. Interviews,
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surveys, statistics and observation were used in the empirical part of the 

thesis to find information about these benefits. Figure 18 summarizes the 

benefits from the transfer.

Cost savings, 25%-50% Better than expected. -60%

Increased flexibility Hard to achieve. New model was
perceived as more bureaucratic.

Improved quality Hard to achieve. There was decline in 
service quality

Time saving Realized. From local office hours to
24/7 availability

Increased availability Realized. From local office hours to
24/7 availability

Other benefits Better management control and 
overview on services

Other benefits Supporting the new values of the 
organization (offshore operations and 
one supported language)

Picture 18: Summary of benefits from service transfer

By using offshore resources and operations organization can achieve cost 

savings. Cost savings can be seen in two different ways. Direct cost savings 

are coming from the cheaper labor cost and these are easy to measure. 

Indirect cost savings are more difficult to measure. These savings can be 

seen for example from more centralized and efficient operations: services 

provided from one location compared to multiple locations. Based on the 

literature organization can achieve 25-50% savings (Vashistha, A. & 

Vashistha, A., 2006). Results from this research show that organization can 

achieve more savings. In this case the savings were 60%.

Improved quality is hard to achieve. To achieve better quality for services 

knowledge transfer and finding right resources are the key success factors to 

achieve this benefit.

Organization can gain benefits in means of time saving and increased 

availability. Services provided with 24/7 availability in high cost countries
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are expensive. In offshore locations this is natural choice. By having 

personnel working around the clock can have very positive impact on 

organization’s efficiency. This also applies to increased flexibility, but 

offshore operations can create also some additional bureaucracy, which can 

decrease the flexibility.

3.4.2 Main challenges for the service transfer

Second research question was to identify which are the main challenges 

organizations can face when transferring internal ICT functions to offshore. 

In the literature challenges were divided into following categories: 

performance, relationship, contract, financial and resource. The aim was to 

identify challenges for all these categories through the interviews and 

surveys in the empirical part (Table 2). Also the aim was to see whether 

there are challenges that do not fit to any of these categories.

Organizations should not look at offshore operations as an easy way to 

decrease costs. In offshore transfer project and operations there are always 

risks that do not apply to normal ICT projects. Experience from similar 

projects is an asset that organizations should look into before making 

decision.

Performance including quality is most likely the biggest challenge 

organizations can face when transferring operations to offshore. These 

issues can show in many different ways. Slowness, incorrect actions and 

misunderstandings between parties are typical indicators. Also whenever 

there is challenge from some other category it usually affects to 

performance.

Contractual challenges are mentioned in the literature as important factor. 

Based on the literature contract should include all the key areas such as deal 

structure, risk management, price structure and protection, quality 

assurance, change management, IP protection and access, regulatory and
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legal issues and governance (Vashistha, A. & Vashistha, A., 2006). Since in 

this research the empirical part covered transfer of internal service, there 

were not many findings on this area. Only challenge in the empirical part 

regarding contractual issues was regarding misunderstandings in service 

level agreement for incidents having different level of impact on the 

business.

For organization to be successful with its’ offshore endeavors it needs to 

have good relationship with offshore location independent whether it is 

internal or external supplier. To have good relationship special attention is 

needed. Cost should not be an issue when talking about physical face to face 

meetings between onshore and offshore personnel. Knowledge does not 

transfer and relationships are not created just by sending documentation and 

having virtual between the parties.

Challenges regarding resourcing mainly include finding labor pool with the 

right skill sets and ensuring organization’s values are represented and 

implemented. When recruiting personnel certain tradeoffs might be needed. 

For example when recruiting personnel for the service desk, it should be 

considered whether to weight on technical skills, customer orientation or 

language skills. Quite often it is hard to find personnel from offshore 

location to meet all your requirements.

3.4.3 Best practices to realize benefits from transfer

Third and last question was to identify how ICT functions transfer should be 

executed to be able to materialize the benefits. For this part broader 

approach was used. This was due to reason that organization to gain benefits 

it needs to consider the whole scope and dependencies of the transferred 

function. From the literature following scope was selected: the operation 

model, impact of service management, management of the transfer and 

change management in the organization. The aim was to compare received 

material from the empirical part to the theory. The outcome of the
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comparison aimed to see how well theory corresponds to real life and vice 

versa.

Decision to change the model of the service desk operations can bring added 

value for the organization. Based on the literature centralized service desk 

should be the right model for the type of organization used in the case study. 

Outcome from the case study reflected to full extent with literature. 

Organization received reduced operational costs, management received 

consolidated overview and the same amount resources were able to provide 

24/7 hour support.

When looking at the performance objectives for ICT support services, focus 

should not be only in the efficiency. Organizations should investigate how 

support functions can increase the profitability also by other means such as 

customer satisfaction. Organization in the case study heavily concentrated 

on cost savings and perspective of customer loyalty and satisfaction was left 

with less attention. This led to situation where business was suffering even 

though from operational point of view service desk was performing well. 

After investing more on customer care the situation improved.

Transfer management is critical for the success. Keys to run successful 

project are dedicated people with offshore knowledge to run the project, 

continues monitoring and maintaining local program office. Organization 

should have detailed transfer plan with several waves of phases. In the case 

study this approach was used and was found to be very beneficial and 

successful. Also strong emphasize should be given to proper documentation 

and training. Documentation should be evaluated with table tests. In the 

study case this was not done, which caused problems during the process.

Special attention is needed whenever there is a change in the organization 

that impacts all the employees. Both literature and findings from the 

empirical study support the following process. Organization should create 

urgency for the change, create vision of it and communicate it to whole 

organization efficiently. Even these steps are executed well organization
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should expect to have turbulence during the process. After vision is 

communicated right people should be empowered. In this case these people 

were the project team and service desk personnel at the offshore location. 

Finally situation should be normalized and embedded to the new culture of 

the organization. Findings from case study fully support the later part. Two 

years after the transfer offshore service desk services is “de facto” within the 

organization.

4 CONCLUSIONS

4.1 Summary

Trend to use offshore resources has become a necessity to be able to 

compete in global competition. Organizations are looking at their business 

functions to achieve business objectives faster, to reduce costs and 

improving service effectiveness and quality. ICT services as part of business 

functions have been provided from offshore locations more than decade. 

Transferring ICT function especially service desk to offshore usually 

impacts the whole organization not only the support unit in question.

The objectives of this thesis were to find what benefits organization can 

achieve by offshoring internal ICT functions, which are the main challenges 

organization can face during the transfer and how the transfer should be 

executed to be able to materialize the benefits.

Organizations can achieve benefits by transferring services to offshore, but 

the benefits are not directly correlating to the cost of living at the offshore 

location. There are also other benefits such as quality and efficiency 

improvements available. Quite often these benefits do not get attention they 

should have.

Offshore transfer projects can and usually are facing many challenges due to 

nature of them. Offshore projects are sensitive. Personnel at onshore 

locations fear of losing their jobs and cultural differences between the
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countries can be substantial. Also if the transferred services are not 

documented and mature enough, transfer project is bound to fail even 

knowledge transfer as such would be managed professionally.

To be able to run successful transfer project with materialized benefits 

organizations need to take many important factors into consideration. Most 

important of them are the decision to offshore with right operation model, 

proper processes around services, realistic financial calculations, knowledge 

transfer, risk management and management of the transfer and change in the 

organization.

Surveys, interviews and observation were used in the empirical part of this 

thesis. Findings in the empirical part confirmed information found from 

earlier literature regarding service desk and offshore operations.

4.2 Estimation of the reliability

Objective for the estimation of the reliability is to make sure that if 

somebody would later perform the same procedures of the research the 

findings would be similar to findings in this thesis. Yin (2009) introduces 

four tests to judge the quality of the research design: Construct, internal and 

external validity and reliability. Construct validity identifies correct 

operational measures for the concepts being studied. In internal validity 

certain conditions are believed to lead other conditions and therefore to 

establish causal relationship. External validity defines domain where 

findings can be generalized. Reliability demonstrates that research 

procedures can be repeated with same results. (Yin, R., 2009)

Methods and procedures used in this research are made so that they could be 

re-used in some other research. Due to reason that objective of this research 

was one case study with specific context transferability can’t be considered 

as comprehensive. Material from the theoretical part can be better used is 

some other research, because it is not bound to specific conditions. By 

including other similar cases to research more reliable results would have
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been received. This approach was disregarded, because the objective of the 

research was to evaluate this specific case.

To improve the reliability more information could have been gathered by 

different means. Especially interviews were conducted only with five 

persons, but on the other hand the selected persons were key individuals 

within the organization. It would have been beneficial also to have material 

from literature before the actual project. By this the information collected 

from surveys and interviews would have reflected better to theory. In the 

end the material from both theoretical and empirical part were fulfilling the 

needs of this study.

4.3 Possibilities for further studies

This thesis described the challenges, benefits and some best practices in 

single case regarding the transfer of internal ICT function. The results from 

this case study research confirm the results presented in the theory part of 

the thesis. To understand better how the transfer should be executed and 

what are the benefits to gain several cases should be studied. Since the 

transfer organization in question has started to transfer several other internal 

and external ICT functions to offshore. It would be interested to continue 

the research based on the findings and theory to see whether they apply to 

other ICT functions.

In this case service desk operations achieved certain maturity. Ideas to even 

further to improve these operations are to utilize automation tools and 

leveraging other global delivery centers. I would be interesting to see how 

much more benefits can be achieved.
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APPENDICIES

Appendix 1:

Letter used for continues customer satisfaction survey 

Customer Feedback:

Your feedback is very important for us to be able to improve our 

support. Please let us know what you think about the quality of our 

service.

Total score for your service in this case:

1) Very Poor

2) Poor

3) Good

4) Very Good

Free comment:

Appendix 2:

TietoEnator Internal Service Desk Customer 

Satisfaction Survey 2008

Background information: Country / BA / name (optional)

Please rate the service quality of TietoEnator Service Desk (Ostrava) based on 

your own experience.
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Answer by ticking the most appropriate alternative.

First a few questions on Service Desk services as a whole.

1. Have you used TE SD services during 2008?

Yes / no

Very good Good Satisfactory Fair Poor

2. How would you rate services of Service Desk

as a whole 12345

3. Service Desk personnel

12 Performance on the whole 1 2 3 4 5

13 Professional skills and know-how 1 2 3 4 5

14 Ability to find the solution for your need 1 2 3 4 5

15 Service-mindedness 1 2 3 4 5

16 Accessibility 1 2 3 4 5

17 Reliability 1 2 3 4 5

18 Communication and feedback with end-user 1 2 3 4 5

19 Language skills 1 2 3 4 5

30 Ability to manage assignments 1 2 3 4 5

31 Speed to respond to your inquiries 1 2 3 4 5

32 Ability to inform about changes 1 2 3 4 5

34 Service corresponds to your needs 1 2 3 4 5
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19 IIow should HetoEnator improve its Service Desk service?

My preferred way / channel to contact SD?

Mail /Fax/ Phone / MySupport-portal (coming soon) / Other______

How has the transfer of Service Desk changed your way of working?

When you think back to TietoEnator Service Desk operations during the year, is there any 

project, person or issue which has made a particularly positive impression on you?

Yes 1

No 2

IF YES: What or whom?

We thank you for your valuable input.

Appendix 3:

Internal project feedback survey
The aim of this survey is to gain an understanding of project success in the 
opinion of the participants. We can use the answers to develop our 
operations and create better projects.

QUESTIONS

Evaluate the project Excellent Very Good Fair Poor No opinion

operations in the following good /1 decline

fields: to answer

5 4 3 2 1 0

...1,......Accuracy of workload........ ......□...... ......□....... . . . . .Q... □ □ □
2. Accuracy of project ......□..... □ □ □ □ □
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QUESTIONS
schedule
3. Working methods in the 
project

□ □ □ □ □ □

4. Project procedures ............. □ □ □ □ □
5. TietoEnator

procedures/support 
provided for project 
work by W2E or other 
sources

□ □ □ □ □ □

6. Cooperation within the 
project

□ □ □ □ □ □

7. Internal 
communications in the 
project

□ □ □ □ □ □

8. Our project staff □ □ n n □ □
9. Project management ............ □ □ □ □ □
10. Customer’s project staff □ □ □ n □ □
11. Project management 
within the customer’s sco

□ □ □ □ □ □

12. Overall assessment of 
project

□ □ □ □ □ □

13. Would you like to
participate in a similar project 
in the future

Definitely

5

Quite

probably

4

Possibly

3

Hardly

2

Definitely

not

1

No opinion /
I decline to

answer

0

□ □ □ □ □ □

If you answered 2 or 1 to question 13, could you explain in more detail?

14. What did I personally learn from this project?

In questions 15 and 16, think about the project in question and other projects where 
you have been involved.

15. What were the positive things in this project?

16. What were the less positive things in this project?

17. PRAISE AND CRITICISM (to individual people, for example):
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