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The Causes of Major
Outsourcing Failures

A Misunderstanding of Pit falls of Outsourcing Leads to Poor Strategies

Many organisations are guilty of sub-optimal 
strategies because they do not understand the 
potential pitfalls of outsourcing.

Managers are faced with an avalanche of advice 
about what they should do to be successful. The 
academic and consulting management literature 
is replete with articles and books that provide 
guides to success, with many case studies ex-
plaining why a particular individual or company 
was successful and what practitioners must do 
to emulate it in their own organisations.

This is not surprising, because practitioners are 
keen to find shortcuts and are desperate to emu-
late those who have been successful. Outsourc-
ing is no different, as it has become something 
of a dominant approach as organisations seek 
ways of improving competitive advantage and 
bottom-line performance.

There are, however, problems with this ap-
proach.

Practitioners copying what others have done can 
be dangerous if the emulator is not operating in 
exactly the same circumstances as the origina-
tor.

A little knowledge can be dangerous. A cursory 
perusal may allow an emulator to understand in 
general what the originator did, but not fully to 
appreciate what was required to put it into prac-
tice successfully.

Given that emulators often fail to achieve the 
same success as originators, it is somewhat sur-

prising that managers do not spend more time 
trying to understand why. Even more so be-
cause, from an early age, human beings do not 
normally learn by being told what is the correct 
thing to do. In fact, most of us learn from expe-
rience – that is, from making mistakes.

Most of the outsourcing decisions that IIAPS 
staff have analysed over the last two decades 
have been failures rather than successes.

By understanding what goes wrong strategically 
and tactically in outsourcing decisions, practi-
tioners will be in a much better position to un-
derstand how to be successful. This is a radical-
ly different approach to the normal advice that 
practitioners receive.

An IIAPS White Paper highlights the major out-
sourcing failures that we have identified:

Pre-Contractual
1. Outsourcing strategically critical assets
2. Retaining tactically non-critical assets in-

house
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Post-Contractual
3. Failing to understand post-contractual “moral 

hazard” and lock-in
4. Inappropriate post-contractual relationship 

management

Each of these generic problems is outlined, with 
case studies to provide empirical evidence of the 
errors that organisations make on a fairly regu-
lar basis.

The Whitepaper also provides the 10 major rea-
sons why organisations appear to make these 
mistakes when outsourcing and the 5 steps to 
successful outsourcing.

What is clear in practice is that, despite the 
many thousands of words written on the sub-
ject of outsourcing, most organisations we have 
worked with appear to be guilty of sub-optimal 
strategies. This is because practitioners do not 
fully understand the pitfalls of outsourcing
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