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Sourcing Decisions of Software Applications Hosting – 
What Influence has e-Government Services 

Björn Johansson1 and Ulf Melin2 
1 Copenhagen Business School, Center for Applied ICT, bj.caict@cbs.dk 
2 Linköping University, Department of Management and Engineering, ulf.melin@liu.se 

Abstract. There are a lot of reasons reported for why organisations start a sourcing decision. 
This paper discusses this theme based on two questions: Does the need and/or wish to increase 
e-Government services influence the start of a sourcing decision process aiming at reorganis-
ing hosting of software applications and if it does, how does it influence the start of such a 
decision-making process? The point of departure, besides a literature review, is a sourcing 
decision-making process in a Swedish municipality. When analysing the sourcing decision, 
five suggested propositions developed from the factors: control, core competence, capability, 
cost, and strategy, are used. It is concluded that municipalities in Sweden has to prepare for 
being more of an e-Government organisation, which means that more of the services the mu-
nicipalities’ employees has done before citizens will do by themselves. This demands that to 
be able to offer future e-Government services municipalities need to have control over soft-
ware applications. From this study it is suggested that centralisation of hosting can be seen as 
decentralisation of work tasks from an e-Government perspective. 
 

Keywords: Centralisation, Decentralisation, e-Government, Hosting of software applica-
tions, Reasons for reorganisation of hosting, Sourcing decisions. 

1 Introduction 

There are a lot of reasons reported for why sourcing decisions are made (Dibbern, 
Goles, Hirschheim and Jayatilaka 2004). Sourcing in this paper is a generic term for 
outsourcing, insourcing, external service provision and so on. Sourcing decisions are 
decisions made in organisations whether too buy or produce services that they need. 
This paper suggests and discusses five propositions developed from the five factors: 
control, core competence, capability, cost, and strategy, often reported as influential 
in a sourcing decision process aiming at reorganising hosting in organisations (Jo-
hansson 2004). Hosting in this paper is defined as localisation. It can be said that 
irrespective of what products or services organisations they need have two distinct 
options, to buy or to produce. This distinction is discussed in, for instance, transac-
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tion cost theory as a distinction between market and hierarchy (Williamson 1985) 
and by Kishore, Agrawal and Rao (2004) as market governance and hierarchical 
governance, and can be compared to a decision whether organisations should handle 
hosting of software applications external or internal. It could also be compared to if 
hosting should be more or less centralised respectively decentralised. 

From the five propositions the focus is on the connection to delivering e-
Government services. The question is how the start of a sourcing decision-making 
process, when deciding on how to host software applications in the future, is influ-
enced from the need to increase e-Government services. The paper uses a sourcing 
decision-making process in a Swedish municipality to discuss this. The question to a 
high extent depends on what e-Government stands for. The definition we adopt is: 
“e-Government is the use of technology to enhance the access to and delivery of 
government services to benefit citizens, business partners and employees” (Silcock 
2001 p 88). Evolution of e-Government is described in different ways, and several 
stage models have been presented, for example by Layne and Lee (2001). From the 
definition of e-Government it could be said that e-Government is about how organi-
sation uses its information and communication technologies (ICTs) resources with 
the aim of reducing its internal workload and at the same time letting the customer 
(citizen) to the organisation help themselves. E-Government is thereby strongly 
related to hosting, though customers use software applications and receive services 
from software hosted by the organisation they interact with. This means that the 
users of the software could be seen as external by the organisation that delivers the 
possibility to use the software. In that way this can be related to for instance out-
sourcing or the usage of external service provision. A commonly quoted reason when 
organisations decide on adopting or non-adopting external service provision is con-
trol (Jurison 1998). This can be described as an organisation that investigate and 
think about using an external service provider for the hosting often is doubtful about 
doing so because of the perceived risk of loosing control. Control in this case can be 
compared to questions about security and protection. And how an organisation se-
cure and protect its ICT resources can to a great extent be related to hosting of the 
resources. Based on this discussion, the paper deals with the following research 
questions: (1) Does the need and/or wish to increase e-Government services influ-
ence the start of a sourcing decision process aiming at reorganising hosting of soft-
ware applications and (2) if it does, how do decision-makers thought of e-
Government influence the start of such a decision-making process? 

The paper is organised in the following way. Section two describes five proposi-
tions developed from reported reasons in the literature of why organisations start a 
sourcing decision process. Section three introduces the research design and the case 
followed by a description of the sourcing decision-making process conducted in the 
municipality. Section four delivers an analysis and discussion about why the sourc-
ing decision-making process in the municipality started. The final section summaris-
es the paper, give some conclusions that can be drawn from the study together with 
some issues for further studies. 
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2 Why Do Organisations Start a Sourcing Decision Process? 

The need to increase control is often one reason suggested for why sourcing decision 
processes starts. Control could be either to control the cost of using software applica-
tions, or to control the actual usage of the software applications. The latter could be 
described as a need to control what, when and how the software application is used, 
so that the software application support the business processes in the organisation. 
Control can be compared to governance. Weill and Ross (2004) describe ICT gov-
ernance as decision rights regarding ICT management and they define ICT govern-
ance as “specifying the decision rights and accountability framework to encourage 
desirable behaviour in the use of ICT” (2004 p 8). 

Governance, in this context, is about controlling what happens in the organisa-
tions and especially how organisations make the best use of ICT. It could be com-
pared to centralisation as well as decentralization, and it can be suggested that in 
order to increase control (from a specific decision-makers point of view) centralisa-
tion of resources are made. It can also be said that the lack of control to a great extent 
can be traced back to decentralisation of ICT. However, as Simon (1960; 1997) and 
Markus (1984) say, centralisation or decentralisation is not a question for organisa-
tions whether they should centralise or decentralise. Instead it is a question of how 
far they should go with the decentralisation or centralisation. This means that for 
organisations’ that need to improve control, centralisation is one way to do that. It 
can be proposed that the most centralised hosting option is outsourcing. This means 
that organisations that want to control their software applications outsource to a 
greater extent than other organisations does. However, it also means that there is a 
need to have control over software applications before outsource. This discussion 
can be summarised as: organisations need to increase control over usage of software 
applications because they have decentralised hosting to a great extent. In order to 
increase control and thereby governance outsourcing is a feasible sourcing option. 
However, to be able to have a successful outsourcing the organisation need to have a 
certain degree of control, and the first step in outsourcing can therefore be said is to 
do an internal restructuring. Control then refers to both cost control, control over the 
usage, control over what software applications that are used as well as control over 
versions of software applications. What can be concluded is that evolution of ICT 
has made this possible to have, without making increased level of control to become 
a hindrance for the organisation’s development. From this discussion the following 
proposition can be formulated: 

Proposition 1: A sourcing decision process starts because organisations need to 
improve their control/governance of the software applications used in the organisa-
tion. 

Another reason often suggested for why sourcing decision processes starts is in-
fluences from stakeholders stipulating that the organisation should focus on its core 
competence. However, this depends to a great extent on how core competence is 
defined. Axelsson and Wynstra define core competence as: “the most critical and 
most distinctive resources a company controls and which are the hardest for others 
to copy when they are in a number of processes connected to the relevant strategic 
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goals which the company pursues” (Axelsson and Wynstra 2002 p 72). Kakabadse 
and Kakabadse (2002) say that one key driver for using external service provision is 
a desire to focus on core competences. Dewire (2001) says that an organisation 
should adopt external service provision if ICT is not a core competence. Aalders 
(2001) proposes that ICT outsourcing makes it possible to focus on core competence 
as well as increase control of the cost and quality of ICT. Besides that it gives the 
buying organisation access to skilled personnel and ICT competence. This latest 
statement can be compared with another commonly quoted reason for ICT outsourc-
ing, which is that ICT outsourcing increases flexibility in handling personnel and 
offers increased competence regarding ICT. 

Despite the discussion above it can be said that the start of hosting decisions is 
influenced by a desire to focus on core competence. It can be described as influenc-
ing the start of a sourcing decision because decision-makers see this as a way of 
focussing on the organisation’s core competence. From this discussion the following 
proposition can be formulated:  

Proposition 2: The decision-makers’ view of hosting as part or not part of the 
organisation’s core competence influences the start of a sourcing decision process 
with the aim of focusing on core competence in the organisation. 

The need to increase capability and especial capability received by usage of 
software application influence the final decision in a sourcing decision-making pro-
cess to great extent (Johansson 2004). If capability also influences the start of the 
process is dependent on if decision-makers see it as possible to increase the organisa-
tions capability gained from software applications usage or not, and if a change in 
hosting is needed. It is also dependent on the decision-makers thoughts about how 
different sourcing options impacts and influences the possibility to increase capabil-
ity, which indicate that if decision-makers not are satisfied with received capability 
from software application they start a sourcing decision-making process. 

From the capability perspective another reason for why organisations start a 
sourcing decision can be suggested and that is that decision-makers see internal ICT 
departments as unresponsive to organisational needs (McLellan, Marcolin and 
Beamish 1998). Organisations want a flexible ICT organisation and the sourcing 
decision process is started with the aim of investigating how different sourcing op-
tions increases flexibility. A change in the structure of the organisation and the usage 
of external service provision is seen as a way of reaching this. A commonly quoted 
reason for ICT outsourcing is that ICT outsourcing provides increased flexibility to 
cope with changes in technology and in the business environment. Paradoxically the 
traditional ICT outsourcing agreement is based on long-term contracts that rather 
tend to inhibit than facilitate change (Shepherd 1999). The aim of the sourcing deci-
sion process can be said to investigate if external service provision is a way for or-
ganisations to take advantage of the rapidly changing opportunities in ICT (Currie 
and Seltsikas 2000; Turban, McLean and Wetherbe 2001), and if it can assist organi-
sations with ICT skills, especially in the development and software maintenance 
areas (Kern, Lacity, Willcocks, Zuiderwijk and Teunissen 2001). According to Mata, 
Fuerst and Barney (1995) organisation of resources is closely related to competitive 
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advantage, and it can be proposed that having competitive advantage is having capa-
bility. Based on this discussion the following proposition is formulated: 

Proposition 3: The start of a sourcing decision process on hosting of software 
applications is influenced by a need to increase organisational capability through its 
usage of software applications. 

One of the most described reasons for outsourcing is that organizations thereby 
reduce costs (Cronk and Sharp 1995). But, as Lacity and Hirschheim (1993) say 
outsourcing has not fulfilled the cost saving as expected. From this it could be asked 
how the cost perspective influences the start. A related factor to cost is capability, 
since if there were no cost limitations, organisations could have the capability they 
wanted. But this is not the case and therefore it can be implied that a reason for start-
ing a sourcing decision process could be that the organisation needs to decrease 
costs. The reason is that a lot of resources are spent on maintenance of ICT and soft-
ware applications in organisations (Brandt, Carlsson and Nilsson 1998). One of the 
most reported reasons for why organisations make a restructuring is that they want to 
decrease costs (McLellan et al. 1998). Leffler (1987) argues that in most enterprises 
the cost for maintenance of ICT amounts to 50 to 80 per cent of the ICT budget. 
Bearingpoint (2004) suggests that 57 per cent of organisations ICT budget goes to 
support and maintenance, and it can be said that to decrease cost of ICT, savings on 
hosting would be fruitful. From this it could be suggested that one reason for starting 
a sourcing decision is that the organisation needs to decrease its costs of hosting, 
since hosting is a work task that spend a lot of resources and thereby costs a lot of 
money in organisations. This indicates that cost probably has the clearest connection 
to the final choice of solution and also the closest connection to a clear assessment of 
the outcome of a sourcing decision. In other words this means that the option that has 
the lowest cost is the one that are finally chosen. Based on this the following propo-
sition is formulated: 

Proposition 4: The start of a sourcing decision process on hosting of software 
applications is influenced by a need to decrease the costs involved in the hosting part 
of software applications. 

An organisation’s strategy can also be suggested as a starting point of a hosting 
decision. It could be clearly stated in the strategy that hosting of software applica-
tions is not something the organisation should do. If that not is the case it could be 
clearly said that the organisation should not deal with questions regarding ICT re-
sources. But, these clearly stated strategies are probably rare. However, in most 
organisations there exists some kind of strategy, which could be expressed in a writ-
ten document or just existing in the head of some decision-maker. In any case it can 
be said that strategy probably plays an important role when it comes to why organi-
sations start a sourcing decision. This can be described as strategic architecture. 
According to Hamel and Prahalad (1994) strategic architecture is the link between 
the now and the future. It could help decision-makers to structure the organisation so 
that it starts to build the competencies that are needed in the future. Relating this to 
hosting decisions it could be that hosting decisions is initiated from a decision-
maker’s thoughts about the future and could be seen as an approach for developing 
future opportunities. 
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However, this probably depends on the size and structure of the organisation but 

also what role hosting plays in the organisation. This could be compared to a discus-
sion about emergent strategy (Mintzberg and Quinn 1996). If the hosting structure is 
a result from an emergent strategy (the structure emerged from a set of different 
decisions) this probably demands a reorganisation and a reason to reformulate the 
organisation’s strategy. From that point the start of a sourcing decision-making pro-
cess could be seen as departure from a change in strategy. From this discussion the 
following proposition can be formulated: 

Proposition 5: An organisation’s strategy acts as the main influence on why a 
sourcing decision process is started. 

This paper has so far discussed why organisations start a sourcing decision pro-
cess. From that discussion theoretically grounded propositions have been presented. 
The next section presents a case study of a sourcing decision process. 

3 The Municipality Sourcing Decision Case 

3.1 Case study introduction and research design 

This section reports from a retrospective case study of a decision-making process 
done in a Swedish municipality. In 2002 the municipality, a local government, start-
ed to investigate how they should organise its hosting of software applications. The 
case study of this process consists of eleven semi structured, tape recorded, and tran-
scribed interviews. The interviews were made in January 2005, just after the deci-
sion-making process was finalised. The material under investigation also consists of 
documented materials in the form of minutes, reports from investigations made by 
the participants in the decision-making process, and an external consultancy report. 
A qualitative content analysis (Krippendorff 2004) was made based on the multiple 
data sources; typical of case studies (Stake 1994). The propositions presented in the 
section above have been used to structure the analysis and should be seen as a point 
of departure for the analysis. The propositions have been used as a theoretical lens 
(Walsham 1995) when analyzing empirical data. The motivation for the use of the 
pre-defined propositions when analyzing empirical data also follows the arguments 
proposed by Walsham (1995) – to take account of previous knowledge and studies. 
Of course there is also a well known danger in doing this – the fact that we risk to 
see only what the propositions focus. 

According to Pettigrew (1973), it is important to describe and understand the his-
tory of the organisation if a decision-making process and the reasons for starting the 
process should be described in an appropriate way. The history of the municipality 
can be described by its ideology, which is to strive for a great extent of decentralisa-
tion. The municipality administrative unit consists of eleven different offices. Six of 
these offices are organised into one group, the municipal executive office. The other 
five are self-organised offices. They are supposed to be supervised by the municipal 
executive office. The ideology of the municipality focuses on decentralisation to a 
great extent which means that the offices have a far-reaching decision authority. The 
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effects of this ideology are clearly shown in how the municipality has organised its 
hosting of software applications. Each offices has developed its own organisation of 
software applications and hosting of their software applications at the same time as 
the municipal executive office should have the overall responsibility for the munici-
pality’s general ICT infrastructure. To illustrate the effect of this decentralisation, it 
can be mentioned that a great diversity of software are used in the municipality. 
There are nine different office products, eleven different database systems, sixteen 
different operative systems, five different e-mail software and 66 different software 
applications that are identified as critical for the municipality. In addition to those 66 
software applications there are an unidentified number of software applications. The 
diversity and the huge amount of software applications could be seen as one reason 
for the decision-making process. As described by the chief executive officer (CEO) 
in the municipal executive office “the welter of the municipality’s software applica-
tions and ICT has to be controlled”. This could probably be seen as the starting point 
of the decision-making process regarding deciding on hosting of software applica-
tions. 

3.2 The sourcing decision-making process 

The process started in March 2002. A standing committee, consisting of the five 
municipal commissioners and the CEO of the municipal executive office, gave the 
municipal executive office the task to investigate the common ICT infrastructure in 
the municipality. The reason was the expansion of ICT used in the municipality. The 
directions were to review the municipality’s general ICT infrastructure. The investi-
gation should define the municipal executive office’s responsibilities of develop-
ment, maintenance and hosting of the municipality’s general ICT infrastructure. It 
should also describe the need for competence development and how this should be 
arranged. This directive meant that the municipal executive office engaged an exter-
nal consultant for the investigation. The consultant interviewed employees on differ-
ent offices, including some employees with responsibilities for the different office’s 
software applications. The consultant stated that the organisation was distinguished, 
to a great extent, by decentralisation, and there were no established long-term plans 
for how software applications should be developed. 

In December 2002, the municipal executive board gave the commission to the 
municipal executive office, in cooperation with involved offices, to investigate the 
possibility to coordinate hosting of software applications to the planned data centre. 
The next step in this decision-making process and the step that probably had most 
impact on the decision’s outcome was the employment of the new chief information 
officer (CIO). The CIO began to work in this matter in 2003 and immediately organ-
ised the decision-making process as a project. The CIO then presented a report to the 
municipal executive board, in October 2004, in which the result of the project was 
described. The report describes that the decision is necessary to position the Munici-
pality for its future development, and that there is a choice between two different 
options. The options were to “continue with the ICT infrastructure that historically 
has been built up at the different offices with a very low grade of coordination” or 
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“to coordinate the ICT function and telephony for better usage of existing resources 
making the municipality prepared to meet future challenges and possibilities to in-
creased effectiveness”. 

The basic data for the decision-making was a report from the project work, a reg-
ister over investments necessary from 2005 to 2007 and a compilation of costs for 
hosting after the reorganisation. The municipal executive board decided on the op-
tion aimed at restructuring and coordinating hosting of software applications in the 
municipality. Since this decision demands going beyond the decided budget, it need-
ed to be decided upon in the municipal council. This was granted in November 2004, 
and the decision was to coordinate operation of software applications in a new data 
centre. The decision by the municipal council was unanimous. 

3.3 Why the decision-making process started 

The reason for why the decision-making process aimed at restructuring hosting of 
software applications started in the municipality can be described in three ways. 
First, the municipality needed to increase the control over software application costs. 
The costs for software applications have probably increased considerably. The rea-
son for using the word “probably” is that the municipality does not know how much 
its software applications costs. Each of the offices has, according to the CEO, a good 
grasp of its own costs in each office. But, when it comes to the overall control of 
costs the control is weak. Cost control is emphasised as one area that must be im-
proved. Weak cost control is also given as one reason why not outsourcing was seen 
as a possible alternative at this stage. The reason reported for that was that it was not 
possible to evaluate a cost proposal from an external provider since the municipality 
did not know what the costs for delivering the same services internal was. The at-
tempt to coordinate and to increase control was described as aiming to give the pos-
sibility of having an external partner to compete with the internal data centre in the 
future. 

Second, security was raised as an important factor for starting the process. In the 
decentralised structure the hosting of a lot of critical software applications was de-
pendent on only one person. This was an effect of the decentralisation and the mu-
nicipality’s decision-makers only saw one way to solve this and that was to centralise 
hosting. The other security concern was that some of the offices did not have suitable 
premises for their servers. Both cost and security reasons could be described as a 
wish to increase control and could therefore be seen as an attempt to increase gov-
ernance of software applications in the municipality. 

Third, the necessity to increase e-Government services to its citizens. According 
to the municipality’s CIO, the municipality has to prepare itself for being more of an 
e-Government in the future. To do that he see it as necessary to increase interopera-
bility between software applications. The way to do this is according to him to coor-
dinate the municipality’s hosting of software applications. 

To increase control can therefore be seen as the reason for the initial directive 
from the standing committee in March 2002 which was to investigate the municipali-
ty’s general ICT infrastructure. This investigation was done by a consultant and he 
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gave some advice that a total investigation should be carried out aiming at centralis-
ing all hosting to a central data centre. Case study interviews with representatives in 
the decision-making process indicated that the outcome of the process was already 
decided on before it started. They also say that they were not involved in the first 
investigation made by the consultant despite the fact that the investigation involved 
their work to a great extent. The consultant’s report has one very interesting point 
that reflects the results of the entire decision-making process. He states that the de-
velopment of broadband connections in the Municipality put forward the question of 
a coordinated hosting of the entire collection of the municipality’s servers. This goes 
back to the start of the investigation and the question of power and politics (Petti-
grew 1973) in the decision-making process. In this study it has become clear that 
there is a group of five persons who, on a more or regular basis, meet every week. 
This group consists of CIOs from different offices and the CEO of the municipality. 
They have no formal decision authority but they do have the possibility of discuss 
and propose what should be done. 

It could be argued that one reason for the municipality to start the sourcing deci-
sion was that it had decentralised too far at least from the entire organisation’s per-
spective. The municipality had built up a structure in each department leading to 
increased complexity in the hosting and maintenance work of its software applica-
tions. 

4 Analyses and Discussion 

The structure of software applications and ICT in the municipality is overgrown and 
straggling. On one hand it is well controlled, though each office controls its own 
resources. On the other hand, from an overall perspective, there is weak control. The 
municipal executive office that is supposed to have the overall control and who also 
should coordinate generally used software applications and ICT in the municipality 
has a hard time doing this. That ICT resources are not well controlled in the munici-
pality is shown by, for instance, the statements by the municipality’s CIO who says 
nobody can clearly inform how many different systems there are. The CIO says that 
the number of different software applications used is in the range of 300 to 400. The 
structure of hosting follows the decentralisation ideology of the municipality. 

Increasing control and governance (cf. proposition 1) can be seen as reasons for 
the initial directive from the standing office. The initial directive in March 2002 was, 
as described in Section 3, to investigate the municipality’s general ICT infrastruc-
ture. From the consultancy report it is quite clear that he investigated more than the 
original directive stated as it was not stated that the different offices ICT infrastruc-
ture should be investigated. This increase in scope resulted in that the consultant also 
advised to do a total investigation aiming at centralising hosting into a central data 
centre. In the report it is stated that the development of broadband connections in the 
regime of the municipality put forward the question of coordinating hosting of the 
entire collection of the municipality’s servers. This was a major reason for the start 
of the decision-making process regarding hosting. The reason is that the municipality 
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by providing the municipality’s citizen with a broadband connection they had in 
mind that the citizen would do more of the communication with the municipality 
through this broadband. It can also be said that the municipality by investing in 
broadband connection has to provide that investment with meaningful usage. From 
this discussion it can be concluded that one reason for the municipality to start the 
sourcing decision was that the organisation had decentralised too far and that the 
decentralised hosting structure was not seen as suitable for the municipality when it 
gave the possibility to citizens in the municipality to what could be seen as e-
Government. However, as Simon (1960; 1997) and Markus (1984) describe it, de-
centralisation is not a question the organisation has to decide on if it should do or 
not. Instead it is a question of how far the decentralisation should go. In the munici-
pality the decentralisation of software applications has gone too far, at least, when 
one looks at it from the entire organisation’s perspective. Each department has its 
own structure of software applications. This means that hosting and maintenance of 
software applications have increased in complexity which makes it harder to control. 
To control software applications is important if a municipality should aim at increas-
ing its e-Government services. 

Relating the empirical data to the propositions (in section 2) and the questions 
asked in the introduction of the paper, it can be concluded that the control proposi-
tion (proposition 1), the capability proposition (proposition 3) and the cost proposi-
tions (proposition 4) are supported. These are factors that the data has raised. It can 
also be concluded that the core competence proposition (proposition 2) as well as the 
strategy proposition (proposition 5) also are supported. The strategy of the munici-
pality is to decentralise and this means that the different offices should concentrate 
on what they do best, in other words their core competence. The decision of centrali-
sation hosting could be seen as going in the other direction. But, this depends on the 
perspective of the future, and it can be argued that if the strategy is to provide citi-
zens with e-Government services then the centralising hosting strategy aims at de-
centralising work tasks further. This means that the start of the sourcing decision-
making process could be seen as both focussing on core competence, which is to 
deliver e-Government services to its citizens, as well as initiated by the municipali-
ty’s decentralisation strategy. 

5 Conclusions and further studies 

The strategy of the municipality can be seen as aiming at decentralisation as much as 
possible. In spite of this it started a sourcing decision process regarding hosting of its 
software applications, which from the very beginning aimed at deciding on a solution 
that centralised the hosting to a great extent, a decision contradicting the strategy. An 
important question is why the decision-makers in the municipality did so. Comparing 
with Hamel and Prahalad’s (1994) discussion about strategic architecture it can be 
suggested that the decision was made with the objective of making it possible to 
decentralise even further. This can be explained if one looks at the new users and the 
new usage of the municipality’s software applications. The municipality has far-
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reaching decentralisation and continued decentralisation by letting the citizens them-
selves produce the services they need is seen as beneficial. The next step for the 
municipality is to decentralise (outsource) certain tasks to the citizens and thereby 
become an e-Government. To be able to do that the decision-makers has seen it as 
necessary to restructure the hosting of software applications, which means that they 
have suggested centralisation of hosting as a way of further decentralise usage of 
software applications. The need and/or wish to increase e-Government services and 
decision-makers thought of e-Government influences the start of a sourcing decision 
process aiming at reorganising hosting of software applications. 

From this it can be concluded that there is a potential need for municipalities in 
Sweden to prepare for its future usage of software applications which means that 
citizens by themselves will do more and more of the services the municipalities’ 
employees has done before. This demands that municipalities have to prepare to have 
a higher share and number of services provided by e-Government in the future. The 
change from a common local government to an e-Government could be seen as a 
factor that makes organisations start a sourcing decision process regarding hosting of 
software applications. 

This study opens up for a number of further studies. To complement this study 
further, longitudinal and detailed studies of how the suggested propositions influence 
organisations when they strive for being an e-Government, delivering e-services, 
would be interesting. The propositions could also act as input to further quantitative 
variance studies. From a practical point of view it would be interesting to see in what 
way decision-makers different assumptions about centralisation versus decentralisa-
tion of hosting impacts e-Government in the future. One limitation of the present 
study is that the case study is not put in the profound light of e-Government litera-
ture. The present study has a more exploratory purpose and focus the discussion of 
the e-Government phenomenon primary from a sourcing perspective. However, it is 
possible in the future to refer more to the ongoing theoretical work in the field of e-
Government, relate the propositions to stage models etc. 

References 

Aalders, R. (2001) The IT outsourcing guide. Wiley, New York ; Chichester. 
Axelsson, B. and Wynstra, F. (2002) Buying business services. Wiley, Chichester. 
Bearingpoint (2004) IT-benchmark 2003/2004. White paper from BearingPoint, Inc. 
Brandt, P., Carlsson, R. and Nilsson, A. G. (1998) Välja och förvalta standardsystem. Student-

litteratur, Lund. 
Cronk, J. and Sharp, J. (1995) A framework for deciding what to outsource in information 

technology. Journal of Information Technology (Routledge, Ltd.) 10 (4), 259-268. 
Currie, W. L. and Seltsikas, P. (2000) “evaluating the application service provider (ASP) 

business model”. Executive Publication Series CSIS2000/004, Centre for Strategic Infor-
mation Systems, Department of Information Systems & Computing, Brunel University, 
Uxbridge, UK.,  

Dewire, D. T. (2001) ASPs: Applications for rent. In Seventh Americas Conference on Infor-
mation Systems, pp 2275 – 2282. 



12 Björn Johansson and Ulf Melin 
 

 
Dibbern, J., Goles, T., Hirschheim, R. and Jayatilaka, B. (2004) Information systems outsourc-

ing: A survey and analysis of the literature. The DATA BASE for Advances in Information 
Systems 35 (4), 6-102. 

Hamel, G. and Prahalad, C. K. (1994) Competing for the future. Harvard Business School 
Press, Boston, Mass. 

Johansson, B. (2004) Deciding on using application service provision in SMEs. Linköping 
University, Linköping. 

Jurison, J. (1998) A risk-return model for information technology outsourcing decisions. In 
Strategic sourcing of information systems: Perspectives and practices (Willcocks, L. P. 
and Lacity, M. C., Eds), pp 187 - 204, Wiley, Chichester, England. 

Kakabadse, A. and Kakabadse, N. (2002) Application service providers (ASPs): New impetus 
for transformational change. Knowledge and Process Management 9 (4), 205-218. 

Kern, T., Lacity, M. C., Willcocks, L., Zuiderwijk, R. and Teunissen, W. (2001) ASP market 
space report 2001. Mastering the customers’ expectations. GMG report,  

Kishore, R., Agrawal, M. and Rao, H. R. (2004) Determinants of sourcing during technology 
growth and maturity: An empirical study of e-commerce sourcing. Journal of Manage-
ment Information Systems 21 (3), 47-82. 

Krippendorff, K. (2004) Content analysis: An introduction to its methodology. Sage, Thou-
sand Oaks, Calif. 

Lacity, M. and Hirschheim, R. (1993) Information systems outsourcing: Myths, metaphors, 
and reality. John Wiley and Sons, New York, NY. 

Layne, K. and Lee, J. (2001) Developing fully functional e-government: A four stage model. 
Government Information Quarterly 18 (2), 122-136. 

Leffler, J. (1987) Systemförvaltning. Delrapport nr 2: Organisation och styrning. Stockholm. 
Markus, M. L. (1984) Systems in organizations : Bugs + features. Ballinger, Cambridge, 

Mass. 
Mata, F. J., Fuerst, W. L. and Barney, J. B. (1995) Information technology and sustained 

competitive advantage: A resource-based analysis. MIS Quarterly 19 (4), 487-505. 
Mclellan, K., Marcolin, B. L. and Beamish, P. W. (1998) Financial and strategic motivations 

behind is outsourcing. In Strategic sourcing of information systems: Perspectives and 
practices (Willcocks, L. P. and Lacity, M. C., Eds), pp 187 - 204, Wiley, Chichester. 

Mintzberg, H. and Quinn, J. B. (1996) The strategy process: Concepts, contexts and cases. 
Prentice-Hall, Upper Saddle River, N.J. 

Pettigrew, A. M. (1973) The politics of organizational decision-making. London. 
Shepherd, A. (1999) Outsourcing it in a changing world. European Management Journal 17 

(1), 64-84. 
Silcock, R. (2001) What is e-government? Parliamentary Affairs 54 (1), 88-101. 
Simon, H. A. (1960) The new science of management decision. Harper, New York. 
Simon, H. A. (1997) Administrative behavior: A study of decision-making processes in admin-

istrative organisations. Free Press, New York ; London. 
Stake, R. E. (1994) Case studies. In Handbook of qualitative research (Denzin, N. K. and 

Lincoln, Y. S., Eds), pp 236 - 247, Sage, Thousand Oaks, Calif. 
Turban, E., Mclean, E. R. and Wetherbe, J. C. (2001) Information technology for manage-

ment: Making connections for strategic advantage. Wiley, New York. 
Walsham, G. (1995) Interpretive case studies in is research: Nature and method. European 

Journal of Information Systems 4, 74-81. 
Weill, P. and Ross, J. W. (2004) IT governance: How top performers manage IT decision 

rights for superior results. Harvard Business School Press, Boston, Mass. 
Williamson, O. E. (1985) The economic institutions of capitalism: Firms, markets, relational 

contracting. Free Press, New York. 


	Sourcing Decisions of Software Applications Hosting-TitlePage
	Sourcing Decisions of Software Applications Hosting
	1 Introduction
	2 Why Do Organisations Start a Sourcing Decision Process?
	3 The Municipality Sourcing Decision Case
	3.1 Case study introduction and research design
	3.2 The sourcing decision-making process
	3.3 Why the decision-making process started

	4 Analyses and Discussion
	5 Conclusions and further studies
	References


