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IT  Outsourcing Challenges & Strategies :A Case Study 

Abstract 

This study examines the strategic, operation, and socio-cultural challenges faced by IT 

outsourcing firms in Pakistan. Using and exploratory qualitative case study approach, 

data were collected through semi-structured interviews with senior management and 

internal documentation analysis. The findings reveal that economic instability, political 

uncertainingy, legal asymmetry, skilled workforce shortages, cultural misalignment, time 

zone disparities, and data security concerns are key obstacles affecting outstanding 

performance. Drawing upon socio-technical theory this research proposes a 

contextualized mitigation framework integrating governance mechanisms, digital 

collaboration infrastructure, talent development strategies, and adaptive contract models. 

this study contributes to outsourcing Literature by focusing on vendor-side challenges 

withing emerging economies. Practical implications are provided for IT firms operating 

in cross-border outstanding environments. 

Keywords: IT Outsourcing, Offshore Development, Socio-Technical Systems, Emerging 

Economies, Remote Teams 

Introduction 

Information Technology (IT) outsourcing encompasses a broad spectrum of services 

ranging from full-scale IT operations to specialized functions such as software 

development, quality assurance, network administration, cybersecurity, and disaster 

recovery. Since the late 1980s, the global IT outsourcing market has expanded 

dramatically, evolving into a multi-billion-dollar industry driven by cost efficiency, 

access to specialized expertise, and operational flexibility. Organizations may outsource 

onshore, nearshore, or offshore, with nearshore and offshore models widely adopted to 

optimize cost and scalability. (1) 

Outsourcing enables firms to concentrate on core competencies, reduce overhead costs, 

and improve productivity while delegating resource-intensive technical operations to 

specialized vendors. However, despite its strategic advantages, a significant proportion of 

outsourcing arrangements experience operational difficulties or underperformance. These 

challenges often stem from environmental uncertainty, governance limitations, 

communication barriers, data security risks, geopolitical instability, and reduced 

managerial control.(2) 

While outsourcing remains an effective response to technological skill shortages and 

capacity constraints, it introduces strategic and operational risks that require structured 

mitigation mechanisms. Globally, IT outsourcing has become a dominant organizational 

strategy across both public and private sectors. In this context, Pakistan presents strong 
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potential to emerge as a competitive outsourcing destination due to its growing technical 

workforce and cost advantages, although institutional and environmental challenges 

remain critical considerations. (3) 

 

Research Issues and Gaps 

Although IT outsourcing has been extensively studied over the past two decades, most 

research concentrates on client-side decision-making rather than vendor-side operational 

realities. Existing literature identifies multiple outsourcing risks, including vendor 

misalignment, declining service quality, cost escalation, contractual ambiguity, and 

political uncertainty—particularly in offshore arrangements. Early identification of 

operational and strategic risks is critical, as failure to establish mitigation mechanisms at 

the initial stages often leads to project underperformance or termination. (4) 

Prior studies emphasize outsourcing motivations and contract structures but provide 

limited empirical insight into how service providers in developing economies manage 

real-time operational challenges. Furthermore, political and institutional instability has 

been acknowledged as a major offshore risk, yet its practical implications for outsourcing 

vendors remain underexplored. This gap necessitates context-specific investigation 

focusing on vendor resilience, governance adaptation, and strategic response mechanisms 

in emerging markets. (5) 

 

Research Objectives 

The research objectives of the study are following: 

i. To explore issues and challenges in delivering IT Outsourced projects 

ii. To Identify the remedial strategies for issues and challenges faced by an 

organization  

iii. To document the lessons learnt regarding IT outsourcing. 

 

1.1 Research Questions 

The research questions of the study are following: 

i. What Issues and challenges were faced by the management in delivering 

outsourced work? 

ii. How did management address issues and challenges while working for a project 

outsourced to them?  

iii. What are the lessons learnt by organization? 

 

1.2 Significance of Research  

This research provides vendor-side empirical evidence on IT outsourcing within a 

developing economy context. By examining a successful private-sector outsourcing firm, 

the study highlights operational risks, governance challenges, and adaptive strategies 

applied during international project execution. The findings offer strategic guidance for 

startups, emerging IT firms, and entrepreneurs seeking sustainable participation in global 

outsourcing markets, while contributing to the limited literature on outsourcing from the 

service-provider perspective. 
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1.3 Organization Introduction 

WMK is an international IT outsourcing firm with over a decade of experience and a 

reported 99% client retention rate. Headquartered in London with multiple offshore 

operations, the company delivers cost-efficient software solutions across web 

development, mobile applications, e-commerce, big data, artificial intelligence, and 

blockchain technologies. 

Founded as a platform connecting technical talent with global opportunities, WMK 

evolved into a competitive outsourcing provider despite early market constraints. This 

study adopts an exploratory case approach to examine its operational challenges, strategic 

adaptations, and sustainability mechanisms within international IT outsourcing. 

 

LITERATURE REVIEW 

2.1 Outsourcing 

IT outsourcing (ITO) refers to the delegation of partial or complete IT functions—such as 

infrastructure management, application development, cybersecurity, and service 

operations—to external service providers. The modern outsourcing movement gained 

prominence in 1988 when Eastman Kodak outsourced its information systems to IBM 

and other vendors, marking a strategic shift toward third-party IT service delivery (1). 

Organizations may adopt fully managed models or co-sourced arrangements depending 

on internal capabilities and strategic priorities. (6) 

Over time, outsourcing has expanded globally across multiple industries, particularly in 

highly regulated sectors such as financial services. While outsourcing enhances cost 

efficiency, flexibility, and access to specialized expertise, increasing regulatory scrutiny 

has intensified accountability regarding data governance and operational transparency. 

Prior research has largely focused on contractual structures, pricing models, and 

performance outcomes, yet ITO arrangements remain inherently complex, requiring 

integration of technical, managerial, and institutional perspectives (7). 

 

Proposition 1: What operational and strategic challenges affect successful delivery of 

outsourced IT projects? 

This study addresses vendor-side challenges within the Pakistani outsourcing context, 

emphasizing early risk identification and strategic preparedness. 

 

2.2 Outsourcing Services and Functions 

Outsourcing includes Business Process Outsourcing (BPO) and Information Technology 

Outsourcing (ITO). BPO is categorized into back-office services (e.g., payroll, 

procurement) and front-office services (e.g., marketing, customer support). ITO 

specifically covers: 

 

Infrastructure outsourcing: servers, networks, cybersecurity, disaster recovery, help 

desk 

Application outsourcing: software/web/mobile development, maintenance, testing, and 

quality assurance 

 

2.3 IT Outsourcing Models and Pricing 
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Outsourcing contracts vary depending on project scope and uncertainty. Common models 

include fixed-price, time-and-materials, cost-plus, performance-based pricing, gain-

sharing, and shared risk/reward mechanisms. Model selection depends on clarity of 

requirements, risk tolerance, and partnership maturity. Contract design not only affects 

financial outcomes but also shapes managerial behavior and operational performance (8). 

 

2.4 Benefits and Risks 

Outsourcing enhances organizational agility, scalability, cost reduction, and access to 

specialized talent. However, it also introduces risks such as communication barriers, 

time-zone differences, data confidentiality concerns, reduced control, and skill shortages. 

These risks are amplified in cross-border arrangements and developing economies. 

Proposition 2: What strategies effectively mitigate outsourcing risks in the Pakistani 

context? 

Proposition 3: What lessons can emerging firms derive from experienced outsourcing 

providers? 

 

2.5 Key Challenges in Outsourcing 

Literature identifies recurring outsourcing challenges, including: 

1. Limited outsourcing experience 

2. Weak contract governance 

3. Skilled workforce shortages 

4. Communication and cultural barriers 

5. Data security concerns 

6. Time-zone misalignment 

7. Infrastructure limitations 

8. Inadequate user involvement 

9. Weak knowledge management 

10. Limited business development strategies 

Despite extensive research on outsourcing success factors, many studies adopt a single 

theoretical lens, overlooking the interaction among technical, organizational, and 

institutional forces (9). 

 

Proposition 4: How do departmental-level challenges influence overall outsourcing 

performance in small and medium-sized firms? 

2.6 Socio-Technical Theory 

Socio-Technical Theory provides a suitable framework for analyzing IT outsourcing. It 

emphasizes the interdependence between the technical subsystem (technology, 

processes, infrastructure) and the social subsystem (people, skills, values, organizational 

culture). Organizational performance improves when both subsystems are jointly 

optimized rather than managed independently (10). 

In outsourcing contexts, technological efficiency alone is insufficient; human capabilities, 

communication norms, governance structures, and managerial values are equally critical. 

Alignment between social and technical elements enhances resilience, productivity, and 

long-term sustainability. 



  

 

168 
 

RESEARCH METHODOLOGY 

3.1 Research Design 

The ultimate goal of this research was to investigate the challenges and risks faced by the 

IT organizations in Pakistan while here coursing outsourced business and delivering 

expected output with best of quality. For that reason, this study shadowed the exploratory 

case study research design to investigate the challenges and risks for IT organizations 

aiming to acquire and deliver outsourcing business in Pakistan. A case study was going to 

be conducted with an either IT organization or outsourcing experts having immense 

experience in outsourcing. This research examined the efforts, challenges faced, risk 

identification and elimination in getting and delivering outsourcing business. Qualitative 

analysis would be provided. 

 

3.2 Research Methods and Techniques 

This study navigated through qualitative research method. A Case Study Research 

Methodology was used to analyze outsourcing challenges and risks starting from 

outsourcing business hunt, during the services and after the completion. Case study 

method opted for this study facilitated researcher to respond research questions 

mentioned in chapter 1. 

 

3.3 Population and Samples 

Purposive sampling was used for this research. Interviews of the senior managers and 

middle managers involved in the process of IT Outsourcing were conducted.  

 

3.4.  Organization Selection 

WMK started as an idea to serve as a channel between talent and opportunities. It faced 

challenges thriving in the market and getting to be one of the top IT outsourcing 

companies. An exploratory case study was conducted in this organization.  

 

3.5 Data Collection Techniques 

Data were collected through semi-structured and in-depth interviews, qualitative 

observation, and limited ethnographic engagement within the organization. These 

methods enabled rich insight into operational challenges, risk exposure, and managerial 

responses. 

 

3.6 Data Analysis Technique 

Considering structured interviewing, ethnographic research, qualitative observation 

techniques and unstructured interviewing as major source of data collection, researcher 

analyzed all discussions and text analysis was not only conducted but also documented.  

 

3.7 Interview Guide 

Although accurate interview questions are still to explore, however, at this stage I devised 

an interview guide as a starting point. I was assuming that it might grow or change with 

the proceedings in research. 

 

Research Case 
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Findings and Analysis 

4.1 Organizational Overview 

WMK, established in 2008, is an international IT consultancy and outsourcing firm 

providing end-to-end technology services. Over the past decade, the company has 

maintained a high client retention rate and expanded globally through a remote service 

delivery model. This exploratory case study investigates its outsourcing strategies, 

operational challenges, and risk mitigation mechanisms. 

 

4.2 IT Outsourcing Strategy 

The organization’s outsourcing model is built on: 

Remote and distributed teams 

Technology-enabled collaboration 

Continuous skill development 

Structured contract governance 

Documentation of lessons learned 

This strategy aligns with global trends in digital work and distributed operations (1). 

 

4.3 Remote and Distributed Work Model 

WMK adopted a remote team structure to access global talent and reduce operational 

costs. Distributed teams operate across multiple regions while maintaining coordination 

through digital platforms. Management emphasized: 

 Structured communication routines 

 Clear role definitions and milestone tracking 

 Performance monitoring through KPIs 

 Cultural intelligence and diversity awareness 

The shift toward remote work accelerated during COVID-19, reinforcing the importance 

of organizational resilience and adaptive leadership (11). 

 

4.4 Technology Enablement 

The organization relies on digital collaboration and monitoring tools for effective service 

delivery, including: 

 Project management platforms 

 Real-time communication systems 

 Virtual meeting software 

 Security and data protection solutions 

Technology integration enhances transparency, accountability, and workflow 

optimization in distributed environments (1). 

 

4.5 Skill Development and Governance 

Successful outsourcing delivery requires: 

 Clear project planning and documented requirements 

 Flexible contractual arrangements 

 Win–win partnership orientation 

 Strong HR mechanisms for talent acquisition 

 Continuous professional development 
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Contract flexibility and performance-based governance improve outsourcing outcomes 

and behavioral alignment among teams (12). 

 

4.6 Key Challenges Identified 

The study identified multi-level challenges affecting outsourcing performance: 

1. Difficulty in acquiring international contracts 

2. Economic and political instability 

3. Regulatory and legal asymmetry 

4. Cultural and communication barriers 

5. Time-zone misalignment 

6. Skilled workforce shortages 

7. Data confidentiality concerns 

8. Weak knowledge management systems 

9. Inadequate user involvement 

10. Limited strategic business development 

External instability increases operational risk, while internal governance limitations 

reduce service efficiency (13). 

 

4.7 Remedial Strategies 

To mitigate risks, the organization implemented: 

 Overlapping work shifts to address time-zone gaps 

 Legal risk assessment before contract signing 

 Structured communication and reporting systems 

 Investment in cybersecurity and compliance measures 

 Strategic diversification of international markets 

These measures reflect socio-technical alignment, integrating technological systems with 

human and managerial capabilities (14). 

 

4.8 Benefits of Outsourcing Model 

The outsourcing framework enabled: 

 Cost optimization 

 Access to global expertise 

 Scalability and flexibility 

 Improved client responsiveness 

 Focus on core business activities 

By strengthening governance and partnership mechanisms, the firm enhanced trust, 

accountability, and long-term sustainability (15). 
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4.12  Discussion 

IT outsourcing, or the act through which IT services are contracted to a third-party 

provider, continues to be a growing trend worldwide (16). The great financial crisis and 

the misconduct and malfeasance of various financial organizations has created 

unparalleled fines and changes in financial regulation in order to reduce systemic risk to 

economics and enhance consumer protection. Correspondingly, there has been an 

increasing focus on the technology which underpins financial transactions and the risks 

they create (17). The global IT outsourcing market has increased more than thirty-fold to 

a $344 billion market in 2013 with an estimated annual growth rate of 4.8% through to 

the end of 2018 (18). 

People in service providing side do not understand cultural value of any specific area of 

IT solution and ultimately output becomes useless. Companies that are looking for an IT 

outsourcing vendor are often afraid of cross-cultural problems of outsourcing. Itis 

important to find an outsourcing destination that would be a great cultural fit for business. 

It is even more crucial to find a company that can meet your expectations in terms of 

cultural, communication, and business ethics aspects. (19). The main challenges 

identified in this research were related to Cultural, Communication and Time zone which 

are also evident from the past research. 

Another set of challenges that businesses face when they outsource their projects is 

language differences and communication. People might have regional dialects that might 

not be easy for you to understand. Another communication challenge that crops up in 

outsourcing is unsaid assumptions. Many companies have faced this issue during 

outsourcing. When confined to the same premise of the office space, workers tend to 

discuss stuff and have a clear understanding of what needs to be done. However, when 

the remote developers are sitting oceans apart, there may be things that could be assumed 

to be a part of the service offered on the company's end. This creates yet another barrier 

in communicating the expectations. (20). This challenge also identified during the 

interview with the management of WMK System.  

Outsourcing facilitates businesses to concentrate on fundamental proficiencies, reducing 

overheads, improving efficiency ultimately resulting in better productivity with minimum 

possible budget. Most important part of opting outsourcing approach is, all above gain is 

not only facile but hassle free to a great extent. Organizations feel free to perform in-

depth mediation to resolve other business issues such as competitor’s growth, financial 

strength, marketing strategies, business analysis and formulation of policies accordingly 

etc while other details consuming enormous percentage of energy and resources to be 

taken care by outsourcing experts. However, ―in spite of the continuous increase in IT 

outsourcing activities globally, a significant percentage of outsourcing deals are 

considered either a failure or suffered from serious problems‖ (21). However, not much 

data was found related to some challenges in the past research, but this was found during 

the Interviews and required documents.  

A company may use one provider for all their IT requirements, or multiple service 

providers to deliver different elements. Globally, outsourcing arrangements are coming 

under scrutiny as new laws and regulations require firms to be increasingly accountable 

for their operational practices, and transparent regarding the personal data held, and how 

it is managed. Impacted sectors include energy, insurance, telecoms, mining, law and 

https://www.classicinformatics.com/remote-developers/
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public services (22). Many of challenges Identified from the past research and available 

documents and interviews.  

In a nutshell the platform of professionals and highly skilled Managers highlighted the 

advantages of IT outsource and ensured that a lot number of advantages and opportunities 

are available for those who wish to brighten their future. And it can only be ensured with 

the availability of policy resources and the experiences of the past professionals, overall 

increased the value of this platform of learned people.  

 

4.13  Conclusion: 

During the implementation of IT outsourced Projects, some challenges were observed 

related to the unavailability of government policies on technology, lack of quality 

resources for platform management, Skilled Forced deficiency, Time zone barriers and 

many others were resolved with the quick strategies preparation. This execution resulted 

in smooth platform deployment and Outsourcing as a new vertical introduction in the 

company’s portfolio. With no proper guidance and ways to follow the self-determination 

of organization in Outsourcing implementation in the country is a remarkable 

achievement for the organization that created shout of an Outsourcing in the market and 

captured the interest of maximum stakeholders working in this domain. 

 

4.14  Recommendations 

With the help of WMK system, there are a few areas which needs improvement and there 

are following suggestion to enhance working condition and business.  

Strong cooperation between industries and universities are required, it result in market-

based research and output to fulfill the needs of the industry.  

Close cooperation between local device importers and application developers can add 

more potential and usage of their platform can give more incentives and advantages to the 

young professionals.  
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