
 
 

 
A CBI report on 

Ψ¦Y /ƻƳǇŜǘƛǘƛǾŜƴŜǎǎΥ ǘƘŜ ǊƻƭŜ ƻŦ L¢ servicesΩ 
 
 

 

 
 
 
 
 
 
 

JULY 2008 
 
 

 
 

  Conducted by GFK NOP   Sponsored by 



 

Page 1 of 39 
 

Contents 

1.Introduction .............................................................................................................................. 2 
 

2. Methodology ............................................................................................................................ 2 
 

3. Summary of findings ................................................................................................................. 2 
 

4. The Challenges and Opportunities of IT Usage .......................................................................... 4 
4.1 Factors driving companies to use IT services ................................................................................. 4 
4.2 Sophistication in using IT services for access, transactions and collaboration ................................... 4 
4.3 Standardising company-wide IT processes .................................................................................... 5 
4.4 Factors enabling companies to integrate IT processes .................................................................... 6 
4.5 Broadband communications ........................................................................................................ 7 
4.6 Sustaining IT-enabled business change ......................................................................................... 7 
4.7 Gains to be made through investing in Internet-based IT services ................................................... 8 
4.8 Domain names: the value for Internet-based operations ................................................................ 9 
пΦф ¢ƘŜ ¦YΩǎ ŘƻƳŀƛƴ-name system .................................................................................................. 11 

 

5. Outsourcing ............................................................................................................................ 11 
5.1 Scope and extent of outsourcing business operations .................................................................. 11 
5.2 Nearshoring and/or offshoring? ................................................................................................. 13 
5.3 Bringing business functions back in-house .................................................................................. 14 

 

6. Managing IT service supplier relationships ............................................................................. 15 
6.1 Defining corporate strategy ....................................................................................................... 15 
6.2 The process of outsourcing ........................................................................................................ 15 
6.3 Managing and benchmarking supplier relationships .................................................................... 16 
6.4 Suppliers support for business users .......................................................................................... 17 

 

7. Supply of IT staff and skills ..................................................................................................... 18 
7.1 Going East: sourcing trends in IT staff ......................................................................................... 19 
7.2 Drivers for sourcing outside the UK ............................................................................................ 19 
7.3 Strategies for and benefits of IT skills development ..................................................................... 20 
7.4 IT skill set preferences ............................................................................................................... 21 
тΦр /ƻƳǇŀƴƛŜǎΩ ŦǳǘǳǊŜ ǎƪƛƭƭ ǊŜǉǳƛǊŜƳŜƴǘǎ ......................................................................................... 22 

 

8. Business support and regulatory environment ....................................................................... 22 
8.1 The UK business environment for IT services adoption ................................................................. 22 
8.2 The impact of corporate governance and data protection legislation on IT usage ........................... 23 
8.3 Engaging the consumer: does the law help or hinder? ................................................................. 24 
уΦп DƻǾŜǊƴƳŜƴǘ ŀŎǘƛƻƴǎ ǘƻ ōǳƛƭŘ ōǳǎƛƴŜǎǎŜǎΩ L¢ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ........................................................ 24 
8.5 Information security policy ........................................................................................................ 25 

 

9. Survey respondent breakdown ............................................................................................... 27 
 

10. Survey questions .................................................................................................................. 28 
 



 

Page 2 of 39 
 

1.Introduction 
 

{ƛƴŎŜ нллмΣ ǘƘŜ /.L Ƙŀǎ ǊŜƎǳƭŀǊƭȅ ǎǳǊǾŜȅŜŘ ¦Y ŎƻƳǇŀƴƛŜǎΩ ǳǎŜ ƻŦ ƛƴŦƻǊƳŀǘƛƻƴ ǘŜŎƘƴƻƭƻƎȅ όL¢ύΦ  LƴŎǊŜŀǎƛƴƎƭȅ ǿŜ 

have found that, in addition to automating business processes with suppliers and business partners, companies 

have been integrating IT and communications in order to better understand and respond to their customers. 

²ŜΩve found a high level of expectation that investment in such IT services will help achieve competitive 

advantage - but also a large degree of uncertainty as to how this will actually help build value. 

 

These findings have occurred within the context of a number of broader trends.  First, growing international 

competition, outsourcing (and offshoring) of service provision and R&D suggest significant differences in 

productivity gains between those firms who globalise operations and procurement and those that do not. 

Second, as we found in our surveys, a reluctance of SMEs to engage in IT service offshoring, though, 

interestingly, some SMEs seemed to be able to use the Internet to compete effectively in global markets. Third, 

reports were increasing of growing domestic shortages in IT-skilled staff ς particularly for those with relevant 

business or systems-integration experience. 

 

As a result, we felt it would be useful to identify the ways in which IT services, business support policies and 

skills provided in the UK were (or were not) of real value to UK firms, and how businesses went about 

evaluating this.  The survey we carried out thus seeks to identify indicators of how good practice in the use of IT 

services are used to gain competitive advantage globally, to highlight how relations between users and 

suppliers can be optimised and how national and EU business support programmes and skills supply can be 

improved.  In doing this, the results indicate the ways in which the UK IT services sector and government can 

better help UK businesses build value through their use of IT services. 

2. Methodology 
 

A small group of IT business users and service suppliers, along with representatives from the Office of National 

Statistics and e-{ƪƛƭƭǎ ¦Y ƎǳƛŘŜŘ ǘƘŜ ǎǳǊǾŜȅΩǎ ƻǾŜǊŀƭƭ ǘƘŜƳŀǘƛŎ ƻǊƛŜƴǘŀǘƛƻƴΦ ¢Ƙƛǎ ǿŀǎ ǎǳǇǇƭŜƳŜƴǘŜŘ ōȅ an 

advisory group of CBI members comprised of IT Directors who helped us develop targeted questions from a 

business perspective. 500 UK companies using IT services extensively were then surveyed by a professional 

polling agency by telephone and online from April 2008 ς May 2008. The resulting data was analysed using 

standard software (SPSS) to provide results by frequency of response and by company size, sector and region. 

All results in the report are based on five hundred respondents, except where highlighted in the section on 

outsourcing where only companies who outsource could respond to certain questions. 

 

The questions cover four areas: the challenges and opportunities companies encounter in using IT services, 

including a sub-section on outsourcing; the ways in which IT services providers and users engage to build 

business competitiveness; the supply of staff and skills for IT services use and the value of UK business support 

policies for IT services development. 

3. Summary of findings 
Challenges and opportunities of IT usage 

 UK companies are steadily becoming more sophisticated in their use of IT services and the ways they 

use these in different business processesς well over half can now serve customers through digital 

marketplaces. 
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 A customer focus is becoming the central driver of IT services development and use, along with 

locational differences and low cost competition. 

 The Internet is enabling firms primarily to increase awareness of customer needs and respond to them, 

helping 63% of businesses to improve customer retention and satisfaction and 60% to tailor their 

ǇǊƻŘǳŎǘ ƻǊ ǎŜǊǾƛŎŜ ǘƻ ǘƘŜƛǊ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎΦ  

 The main barriers to the extensive development of Internet-based services are geographic dispersion of 

staff, information assurance concerns, differing regulatory requirements and lack of systems 

interoperability, and customer and supplier skills - ōǳǘ ǘƘŜ ¦YΩǎ ǎŜƭŦ ǊŜƎǳƭatory regime for domain 

names registration and dispute procedures is seen as a significant plus in providing a fast and simple 

registration process. 

 

Outsourcing to and management of IT service providers 

 Companies are outsourcing a variety of business processes to IT service companies, but tend to prefer 

this for back office rather than customer-facing processesς for instance, over 50% of businesses now 

outsource their IT and networking.   

 Businesses are also developing a range of benchmarks for managing and evaluating service providers ς 

Return on Investment is less important than quality of service and early engagement in product 

development in determining a change of supplier (which is quite frequent!). 

 While a significant number of small firms are comfortable with outsourcing IT services and with 

offshoring, mid-cap firms are significantly less so and tend to keep in-house low value IT/Networking 

and outsource higher value customer and supply chain functions. 

 Only 14% of companies believe ǘƘŜƛǊ ǎǳǇǇƭƛŜǊǎΩ R&D supports ǘƘŜƛǊ ōǳǎƛƴŜǎǎ ŘŜǾŜƭƻǇƳŜƴǘ ΨŜȄǘǊŜƳŜƭȅΩ 

well. Over 20% think it ǎǳǇǇƻǊǘǎ ǘƘŜƛǊ ōǳǎƛƴŜǎǎ ƻƴƭȅ Ψŀ ƭƛǘǘƭŜΩ ƻǊ Ψƴƻǘ ŀǘ ŀƭƭΩΦ The two most effective ways 

that ǎǳǇǇƭƛŜǊǎΩ wϧ5 could betǘŜǊ ǎǳǇǇƻǊǘ ŎǳǎǘƻƳŜǊǎΩ ōǳǎƛƴŜǎǎ ŘŜǾŜƭƻǇƳŜƴǘ ŀǊŜ through early 

engŀƎŜƳŜƴǘ ŀƴŘ ŎƻƳƳǳƴƛŎŀǘƛƻƴ ƻƴ ǎŜǊǾƛŎŜ ƛƴƴƻǾŀǘƛƻƴǎΣ ŀƴŘ ƎǊŜŀǘŜǊ ŀƭƛƎƴƳŜƴǘ ǿƛǘƘ ǘƘŜƛǊ ŎǳǎǘƻƳŜǊǎΩ 

long-term strategy. 

 

Sourcing and staffing IT  

 Though the quality of UK graduates is good, firms are increasingly sourcing IT personnel from outside 

the UK ς six out of every ten UK companies now source IT staff from outside the UK. 

 Businesses are less interested in academic qualifications than technical and practical business skills 

when sourcing IT staff. 

 

Business support policies provided by Government 

 The UK is seen to provide a good competitive communications market but a confusing environment for 

e-commerce ς though the benefit or disadvantage of specific customer data protection and corporate 

governance regulations in developing products online tends to vary noticeably between different 

sectors. 

 The government could significantly improve its support for businesses (and most particularly for mid-

caps) through developing a national centre of excellence that acts as a forum for sharing best practice 

and CIO development, providing support for overseas investment in IT-based services and getting a 

better understanding of the security threats companies face. 
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4. The Challenges and Opportunities of IT Usage 
 

UK businesses are making substantial investments in IT services in order to better respond to the challenges of 

globalised competition and demand. However, businesses face difficulties creating integrated and standardised 

IT services nationally and across international boundaries: technological incompatibility, lack of process 

standardisation and problems linking front-office processes with back-office systems can all hamper 

effectiveness. Yet the right IT systems can also help overcome such problems. This section examines the key 

drivers and competitive challenges of IT adoption, how companies have used IT services to respond to 

challenges and the capabilities they have gained in doing so. 

4.1 Factors driving companies to use IT services 
¢ƘŜ ƪŜȅ ŘǊƛǾŜǊǎ ƻŦ ŎƻƳǇŀƴƛŜǎΩ ǳǎŀƎŜ ƻŦ L¢ ǎŜǊǾƛŎŜǎ are more demanding customers at a national (52% of 

respondents) and global level (51%). This customer-centric focus is reinforced by low-cost international 

competition for 35% of respondents, particularly for larger companies - going up to 53% for those with 10,000+ 

employees.  

 

As shown in the graph, the varied cost of doing business in different locations is also a major driver (47%) of IT 

services adoption. Businesses recognise that IT allows them to gain greater visibility over their various 

processes and systems, and to develop corresponding control over those.  Although it ǿŀǎƴΩǘ ƎƛǾŜƴ ŀǎ a specific 

option, reduction of costs is cited by only 1% of respondents as a major driver of IT adoption. As discussed in 

more detail below, for companies using IT services to add value and improve competitiveness, cost reduction is 

currently not the critical issue when considering IT investments. 

 

 

4.2 Sophistication in using IT services for access, transactions and collaboration  
In our 2005 report Ψe-Value Matters,Ω we found companies were doing well in integrating IT into their business 

processes ς over 45% were transacting online without back office integration, and the same number were 

transacting with back office integration. With the focus on sophistication of transactions in this ȅŜŀǊΩs survey, 

50% can transact to ΨquiteΩ or a ΨveryΩ sophisticated level without back-office integration, while 52% can 

transact to the same degrees of sophistication with back-office integration.  
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This suggests that success in transactions depends upon a range of factors, not just IT integration. Company size 

appears to be important: while 28% of companies with 10,000+ employees are ΨǾŜǊȅ ǎƻǇƘƛǎǘƛŎŀǘŜŘΩ ƛƴ ǘŜǊƳǎ ƻŦ 

being able to transact with full back-office integration, only 9% of companies with 50 - 99 employees, and 10% 

of those with 100 ς 249 and 250 ς 500, are ΨǾŜǊȅ ǎƻǇƘƛǎǘƛŎŀǘŜŘΩ.  Looking at overall levels of sophistication by 

sector, it is those companies in the business to consumer (B2C) sectors which appear to have the highest 

capabilities in transacting with their customers with full back office integration. For instance, 64% of companies 

in the financial services sector, 62% of companies within the technology/media/telecoms sector and 57% of 

companies in the hospitality/leisure sector can transact ǿƛǘƘ ōŀŎƪ ƻŦŦƛŎŜ ƛƴǘŜƎǊŀǘƛƻƴ ǘƻ ŀ ΨǉǳƛǘŜΩ or ΨǾŜǊȅΩ 

sophisticated level. This compares to 49% of professional business consultancies, 44% of manufacturing 

companies and 35% of public sector organisations.  

 

A key factor in determining how companies can add value and improve competitiveness is their IT networking 

capabilities. Our survey shows only 15% of businesses are ŀōƭŜ ǘƻ ŎƻƭƭŀōƻǊŀǘŜ ƛƴ ŀ ΨǾŜǊȅ ǎƻǇƘƛǎǘƛŎŀǘŜŘΩ ƳŀƴƴŜǊ ƛƴ 

the product design process with their customers.  But 56% of companies are fully networked in terms of being 

ŀōƭŜ ǘƻ ǎŜǊǾŜ ŎǳǎǘƻƳŜǊǎ ǘƘǊƻǳƎƘ ŘƛƎƛǘŀƭ ƳŀǊƪŜǘǇƭŀŎŜǎ ƛƴ ΨǉǳƛǘŜΩ ƻǊ a ΨǾŜǊȅΩ ǎƻǇƘƛǎǘƛŎŀǘŜŘ way (compared to only 

16% calling themselves fully networked in 2005). Perhaps unsurprisingly, the technology/media/telecoms 

sector stands out here, with 79% of respondents noting they serve customers through digital marketplaces to 

ΨǉǳƛǘŜΩ ƻǊ a ΨǾŜǊȅΩ sophisticated level. Other advanced sectors are the transport/utilities and public sector 

organisations (both 59% of respondents), and professional consultancies (56%). At the other end of the scale, 

laggards ǎŜŜƳ ǘƻ ōŜ ŎƻƳǇŀƴƛŜǎ ƛƴ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊΣ ǿƛǘƘ ƻƴƭȅ оф҈ ƻŦ ǊŜǎǇƻƴŘŜƴǘǎ ŀŎƘƛŜǾƛƴƎ ǘƘŜ ΨǉǳƛǘŜΩ 

ƻǊ ΨǾŜǊȅΩ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ƭŜǾŜƭΦ 

 

This report is not a definitive answer to policy-makers and businesses questions regarding more effective use of 

IT, but it does go some way to indicating some of the gaps in understanding that exist. The Office of National 

Statistics (ONS) currently runs a number of surveys regarding ICT and e-commerce. But a comprehensive 

national picture of UK cƻƳǇŀƴƛŜǎΩ ŀƴŘ ǎŜŎǘƻǊǎΩ IT adoption and capabilities, developed on an annual basis by 

the ONS, would help policy-makers and IT service providers respond better to business needs.   

4.3 Standardising company-wide IT processes 
Standardising IT processes is key to raising the business efficiency: it allows companies both large and small to 

better understand their operational processes and to remove inefficiencies and inconsistencies. However, 

standardisation can be challenging, particularly in a global market where different cultural, technical and 

geographic requirements may need to be taken into account. In this regard, 28% of UK companies are able to 

standardise a broad range of IT processes at a national level and 23% are able to do so at a global level - a 

significant number, although it highlights the possible gains that may still be achievable.  

 

The largest companies perhaps unsurprisingly lead the way in terms of global standardisation, with 55% of 

respondents in the 10,000+ category successfully standardising IT processes globally, as opposed to small to 

mid-cap companies, where from 13% to 15% are able to do so. However, both the desire to standardise and the 

challenges it presents are demonstrated by the fact that only 2% of companies have not attempted to 

standardise IT processes and do not intend to do so. 

 

Looking at the issue sectorally, only 20% of companies in the hospitality and leisure sector are able to 

standardise processes at a national level and 17% at a global level. Sectors successfully standardising processes 

at the national level include the public sector (39% of respondents) and professional business consultancies 

(31%). 43% of the technology/media/ telecoms sector and 33% of chemicals and mining are successful at 
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international process standardisation. Companies in the hospitality/leisure (17% of respondents), the retail 

sector (14%) and public sector organisations (11%) are able to standardise processes internationally.  

 

Information security and identity management concerns appear as major problems for a substantial number of 

companiesΩ ŀǘǘŜƳǇǘs to standardise IT processes (38% of total respondents). But the fact that 62% do not see 

information security and identity management as problems may mean that either they are confident in their 

existing information assurance procedures, or that they are unaware of the threats that exist. This seems 

particularly true for smaller companies; only 28% of companies employing 50-99 and 26% of those sized 100-

249 cite such factors as a problem.  Given the high profile recent losses of sensitive data by a range of different 

organisations, this is an issue requiring further investigation and analysis. 

 

Understandably, geographic dispersion of staff is also one of the biggest problems companies face in 

standardising IT processes ς 39% of companies note it as an inhibiting factor. It is also clearly more of a 

challenge for larger companies, for example 46% of companies employing 2000τ4999 note it as a factor, as do 

54% of companies with more than 10,000 employees. 

 

 
 

4.4 Factors enabling companies to integrate IT processes 
Continuous review and revision of strategy is considered to be the most important factor in successfully 

integrating IT processes (56% of respondents). Whilst relatively high, this factor is particularly important for 

companies within the public sector and professional business consultancies (both 63% of respondents) and the 

hospitality/leisure sectors (60%). At the same time, 49% of respondents note the importance of integrated data 

network security services to successful IT integration, particularly larger companies ς for instance, 70% of 

companies employing 5000-9999 and 62% employing 10,000+. 44% of respondents also note open IT and 

communication standards as an important factor to the successful integration of IT processes. 

 

30% of respondents note a pre-defined integration roadmap and metrics as key means to integrating IT 

processes. Smaller companies are far less likely to note this as a factor, however ς only 16% employing 50-99 

and 25% employing 100 ς 250. This is opposed to 52% of companies employing 5000-9999 and 48% employing 
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10,000+. Such a result may indicate the importance for larger companies to map out in comprehensive detail 

how the integration of IT services into what will usually be extensive and complex business processes will 

impact on their business overall. 26% highlight IT virtualisation as an enabling factor to the successful 

integration of IT processes.  

4.5 Broadband communications 
25% of respondents see national parity of access to broadband (by which we mean access to broadband 

communications with similar upload and download capacity on a national basis) as necessary for successful 

integration of IT services. However, specific regions clearly have a greater requirement for parity. Companies in 

the East Midlands (45% of respondents) and Yorkshire and Humberside (39%) demonstrated the highest 

requirement for parity of access to broadband communications. These are closely followed by 31% of 

respondents both in the North East and West Midlands. Companies with the lowest requirement are in the 

South West (15% of respondents) and London (20% of respondents). Sectorally, the construction/engineering 

sectors display the highest desire for parity of access to broadband communications (35% of respondents), 

followed by manufacturing (30%) and the public sector (28%). Only 11% of companies in the financial services 

sector note such a requirement. 

 

An issue currently being widely debated is how to quantify demand and consequently fund networks providing 

next-generation broadband communications (up to 100Mbps). Such networks seem to appeal most to mid-cap 

companies, with a combined 25% indicating they believe they will help them sustain IT-enabled change. This 

compares with 10% of companies employing 50 ς 250 and 17% of companies of 10,000+. Surprisingly, only 23% 

of companies in the technology/media/telecoms sectors flag this factor up as critical for their company. 

Comparatively, 17% of companies in the chemicals and mining sectors say this is important, as do 16% in 

financial services and 14% in the retail sector. Manufacturing and transport/utilities (both 9% of respondents) 

are least likely to cite next-generation broadband as critical to sustaining IT-enabled change. 

 

Given the prominence of the issue in national, EU and international debates ς and the fact that key UK 

international competitors are sometimes investing strongly in next-generation networks, this relatively low 

level of existing business demand needs to be evaluated in context. A possible sudden surge in future demand 

arising from companies finding ways to gain revenues from online activities may be unable to be met without 

ǎǳōǎǘŀƴǘƛŀƭ ƛƴǾŜǎǘƳŜƴǘǎ ƻŎŎǳǊǊƛƴƎ ƴƻǿΦ  ¢ƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ current review of possible barriers to investment in 

next-ƎŜƴŜǊŀǘƛƻƴ ƴŜǘǿƻǊƪǎ όǘƘŜ ά/ŀƛƻ ǊŜǾƛŜǿέύ ǿƛƭƭ ōŜ ǇŀǊǘƛŎǳƭŀǊƭȅ ƛƳǇƻǊǘŀƴǘ ƛƴ ǘƘƛǎ ǊŜƎŀǊŘΦ 

4.6 Sustaining IT-enabled business change 
In compiling the survey, our advisory group repeatedly stressed that, whilst integration and standardisation of 

IT processes are major challenges that can provide significant benefits, properly embedding and sustaining IT-

enabled ŎƘŀƴƎŜ ƛƴǘƻ ŀ ōǳǎƛƴŜǎǎΩ ƻǇŜǊŀǘƛƻƴ is crucial to longer-term benefit. 36% of respondents say that 

ongoing top level support is the critical factor in achieving this. Top-level support is seen as particularly crucial 

for companies in the transport/utilities sector (50% of respondents), the financial services sector (48%), and the 

public sector (41%). 

 

Sectors viewing top-level support as less critical include the hospitality/leisure sectors (23% of respondents), 

construction/engineering sectors (28%) and professional business consultancies (29%). Interestingly, though, 

this factor is considered more critical than user skills and development (22% of respondents) and the ease of 

changing staff working practices (17%). Certain sectors do register user skills and development as being critical 

for embedding IT-enabled change significantly more than the average ς for instance, 36% of companies in the 

transport/utilities sectors, and 28% of technology/media/telecoms companies. These latter sectors also come 
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out highest in terms of registering ease of changing staff working practices as a critical factor ς 27% of 

transport/utilities and 24% of technology/media/telecoms ς perhaps showing that companies within these 

sectors have specific human resources challenges in relation to getting the most out of their IT services. 

 

 
 

However, as shown by the chart above, a significant numbers of respondents give a ǊŀƴƎŜ ƻŦ ŦŀŎǘƻǊǎ ŀǎ ΨǾŜǊȅ 

ƛƳǇƻǊǘŀƴǘΩΣ ǎǳƎƎŜǎǘƛƴƎ ǘƘŀǘ ǘƘŜ Ƴƻǎǘ ŜŦŦŜŎǘƛǾŜ L¢ ǎŜǊǾƛŎŜǎ ǳǎŀƎŜ ƻǾŜǊ ǘƘŜ ƳŜŘƛǳƳ ǘƻ ƭƻƴƎ-term requires 

recognising that there is no one solution to sustaining  IT-enabled change. Instead, it requires a range of factors, 

focused on meeting challenges both internally (user skills, top level support etc) and externally (regulatory 

environment, infrastructure availability etc). 

4.7 Gains to be made through investing in Internet-based IT services 
The internet has been a key enabler for the roll-out of corporate IT services, nationally and internationally, and 

provides a potential quantum step up in what businesses can use the to achieve in relation to customers and 

competitors. The standout gains of investment in specifically internet-based services are in customer benefits, 

clearly supporting the drivers detailed for investment in IT services. 63% of respondents note such investment 

enables them to improve customer retention and satisfaction and 60% note it allows them to tailor their 

ǇǊƻŘǳŎǘ ƻǊ ǎŜǊǾƛŎŜ ǘƻ ǘƘŜƛǊ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎΦ Similarly, such investment allows 57% of companies to develop 

new marketing and delivery methods. 

 

As the chart below indicates, mid-cap companies appear to realise the least benefits in terms of gaining access 

to new product and geographic markets. This is not purely a matter of size, as companies in the smaller range 

indicate greater ability in this regard than mid-caps.  Instead, it raises some important questions (reinforced by 

data presented later) as to whether many mid-cap companies have the adequate range of skills and capabilities 

that we noted as important above to really derive significant, sustainable benefits from investing in IT services. 
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4.8 Domain names: the value for Internet-based operations 
One area we were interested in exploring was the value of the system of registering Internet domain-names for 

IT services development and online customer engagement, not only as an essential part of the functionality of 

the Internet but one that has been the subject of some political dispute, particularly at an international level. 

The survey indicates that the critical domain for many companies is a global domain, such as .com, with 25% 

indicating this. This is followed by country domains, such as .uk or .fr at 18%. A large proportion of companies 

(34%) feel that though country domains may not be critical, however, they are ΨǾŜǊȅ ƛƳǇƻǊǘŀƴǘΩ for them to 

own, as opposed to 28% who believe the same for global domains. There is particular recognition from the 

public sector (27% of respondents), technology/media/telecoms (26%) and retail sectors (25%) that a local 

country domain is critical to developing internet-based services. Companies in the financial services (32% of 

respondents), manufacturing (27%), chemicals/mining (25%) and transport sectors (27%) feel global domain 

names are more critical to developing internet-based services. 

 

Interestingly, however, despite the publicity surrounding their creation, the vast majority of companies are not 

particularly interested in sectoral domains (e.g. .travel, .info etc). The only sectors to register significant interest 

in these domains are public sector organisations, with 30% of these and 28% of respondents in the 

hospitality/leisure sectors noting them as ΨŎǊƛǘƛŎŀƭΩ ƻǊ ΨǾŜǊȅ ƛƳǇƻǊǘŀƴǘΩ ǘƻ developing internet-based services. 

Retail (79% of respondents), financial services (68%) and construction/engineering (56%) businesses consider 

ǘƘŜǎŜ ŘƻƳŀƛƴǎ Ψƴƻǘ ŀǘ ŀƭƭ ƛƳǇƻǊǘŀƴǘΦΩ  
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There is a similar overall lack of interest in regional domain-names (e.g. .eu, .asia etc). The highest level of 

ƛƴǘŜǊŜǎǘ ƛǎ ŀƳƻƴƎǎǘ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴƛŜǎΣ нт҈ ƻŦ ǿƘƻƳ ŎƻƴǎƛŘŜǊ ǘƘŜǎŜ ŘƻƳŀƛƴǎ ΨŎǊƛǘƛŎŀƭΩ ƻǊ ΨǾŜǊȅ 

ƛƳǇƻǊǘŀƴǘΣΩ ŀǎ Řƻ нм҈ ƻŦ ŎƻƴǎǘǊǳŎǘƛƻƴκŜƴƎƛƴŜŜǊƛƴg companies. High proportions of companies in the retail (61% 

of respondents), financial services (62%) and professional business consultancy (56%) sectors express no 

interest in these domains at all. 

 

 
 

Challenges companies face in registering domain names seem to be less to do with the system or the process 

per se and more to do with individuals abusing the system or using it in bad faith ς in other words a 

combination of individual and system factors. Almost 40% of companies have found a domain they want being 
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held by another individual - partly explained by the fact that domains are a limited resource where popular 

ones get registered and become unavailable quickly. Of more concern is the fact that 28% of companies have 

ŦŀƭƭŜƴ ǾƛŎǘƛƳ ǘƻ ΨŎȅōŜǊǎǉǳŀǘǘŜǊǎΩ. Only 42% of companies have not encountered any problems in registering 

domain-names, indicating the value of effective and efficient dispute-resolution procedures. 

4.9 TƘŜ ¦YΩǎ ŘƻƳŀƛƴ-name system 
Domain-name registration in the UK is self-regulating, meaning that (beyond underlying national law) it sets its 

own standards and procedures. Such a system allows for adequate flexibility of rules to be applied in the fast-

moving world of internet technology. Respondents to our survey are generally positive about this approach, 

with 47% of companies agreeing it provides a fast and simple registration process. This is particularly true for 

the hospitality/leisure sectors (60% of respondents) and the manufacturing sector (56% of respondents). 

However, only 25% of the chemicals and mining sectors feel ǘƘŜ ¦YΩǎ ǎŜƭŦ-regulatory system provides a fast and 

simple registration process, indicating that there is still room to improve understanding and the workings of the 

system. 43% of respondents see the low cost of registering a domain name in the UK as a notable plus (though 

this also suggests that 57% may not see low-cost as a critical factor); 32% feel it supports the development of 

best practice in registration procedures. 

 

The survey suggests that SMEs benefit more from the current system than larger companies. A higher 

proportion of companies in the SME category value ǘƘŜ ¦YΩǎ ŘƻƳŀƛƴ-name system in providing low-cost 

registration and a fast and simple registration process - for instance 51% of companies employing 50-99 and 

49% employing 250-499, compared to 39% employing 5000-9999 and 28% employing 10,000. 

5. Outsourcing 
 

Outsourcing is nowadays a part of everyday business activity. Organisations may outsource various IT services, 

from desktop and infrastructure management to application development and call centres. They may outsource 

within domestic or regional boundaries or internationally. Companies also outsource entire business functions, 

anything from payroll to the entire HR department may be provided online by a third party. Our survey looked 

into which business processes are being outsourced and where they were outsourced to. It looked into 

ōǳǎƛƴŜǎǎŜǎΩ ƎŜƻƎǊŀǇƘƛŎ ǇǊŜŦŜǊŜƴŎŜs in outsourcing, as well as whether they intend to bring back in-house 

outsourced services in the next two to three years. In sections 5.1 and 5.2, percentages are based on the 

respondents whose company is currently outsourcing ς a total of three hundred and thirty four companies out 

of our total pool of five hundred respondents. 

5.1 Scope and extent of outsourcing business operations 
The survey shows that IT spend on outsourcing was clearly ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǇǊƻǇƻǊǘƛƻƴ ƻŦ Ƴŀƴȅ ŎƻƳǇŀƴƛŜǎΩ L¢ 

budgets. 24% of those respondents outsourcing spend between 11-20% of their budget on outsourced business 

functions and 17% spent between 21-40%. Sectors with a significant proportion of companies which spend 

more than 40% of their total IT budget on outsourcing include manufacturing and retail (28% of respondents for 

both) and transport/utilities (25%). This compares to 13% of respondents in professional business consultancies 

and 11% of respondents in the technology/media/telecoms sector. 

 

Overall, only a third of respondents do not outsource any business processes. 50% of companies within the 

chemicals and mining sector do not outsource any business processes, followed closely by companies within 

the public sector (46%) and the transport/utilities sectors (45%). This compares to 29% of companies in financial 

services and professional business consultancies and 23% in the technology/media/telecoms sector who do not 
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outsource any processes. This might reflect the nature of the business processes involved for the particular 

sectors, rather than anything inherent in problems with outsourcing per se. 

 

An important point to note is that, for those companies that do outsource, many are still keen to maintain 

control over critical business functions such as supply chain management (SCM), which 17% of respondents 

outsource, customer relationship management (CRM ς 13% of respondents) and finance, outsourced by 17% fo 

respondents. As the chart below underlines, more businesses are likely to outsource operational/internally-

facing functions such as IT/Networking (52% of respondents) and HR (28%).  In the former case, this may be 

explained by the limited opportunities for value-adding in-house and the increased possibilities for reducing 

costs through outsourcing (HR issues are discussed in more detail below.) 

 

 
 

However, a potentially significant divergence occurs in this regard in relation to mid-cap companies, who are 

least likely to outsource IT/Networking (see Section 5.3) and most likely to outsource CRM ς 19% of companies 

employing 1000-1999. Along with companies employing 10,000+, mid-size companies are also most likely to 

outsource SCM ς 22% and 20% of respondents respectively. This divergence might reflect the relative greater 

complexity of CRM and SCM for mid-caps compared to small companies, but is potentially of concern given 

what we have previously identified in relation to their criticality (and especially of their integration) to value 

adding and competitiveness. 

 

Another important factor to note in terms of value-adding is in relation to outsourced HR. Only 10% of public 

sector organisations outsource HR, compared to 32% in the technology/media/telecoms sector and 30% in the 

hospitality and leisure sectors.  While this again may reflect the culturally-centred nature of these businesses, 

there is also a question of the need to which companies in these sectors will need to access a broader talent 

pool in order to increase value-adding and competitiveness going forward. As we noted in the previous section, 

for example, ease of changing staff working practices was a critical factor in embedding IT-enabled change for a 

relatively high number of companies in the technology/media/telecoms sector.  This will be considered in the 
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later section on skills, but it is perhaps useful to note that outsourcing of HR functions by SMEs can potentially 

significantly expand their access to a global talent pool, compared to going it alone. 

5.2 Nearshoring and/or offshoring? 
Companies who outsource have a general preference for outsourcing to a UK-based provider for a range of core 

business requirements. 67% of companies prefer a UK-based provider for improving internal IT service delivery 

levels, as they do for achieving overall business process efficiencies (58% of respondents), standardising IT 

processes (57%) and achieving higher value-adding for customers (55%). Offshoring does score relatively higher 

in terms of achieving cost savings in business functions (34% of respondents) and accessing external talent 

(27%), although a higher number of companies still express a preference for UK-based providers for both these 

factors (45% and 49% respectively). 

 

In terms of company size, larger companies perhaps unsurprisingly tend to have a stronger preference for 

offshore providers than smaller companies or mid-caps for achieving cost savings in business functions - 59% of 

companies with more than 10,000 employees and 46% of companies with between 2000 ς 4999 prefer offshore 

providers for such a requirement. This compares to 18% of companies employing 50 - 99 and 25% of companies 

employing 100-249. The main discrepancy in this trend is amongst companies employing 5000 - 9999, who go 

against the trend of larger companies, with only 33% of respondents preferring offshore providers. In the mid-

cap range, an almost exact same number of companies employing 500 ς 999 and 1000 ς 1999 opt for offshore 

providers (35% and 36% respectively) to achieve cost savings. 

 

 
 

As indicated by the blue part of rows in the graph above, a substantial number of companies prefer a UK 

provider to achieve core business requirements such as value adding, standardisation and efficiencies.  

However, as also shown above (the green or red part of rows), a significant number of respondents do not 

actually have any particular preference in the location of an outsourced process or prefer an offshore provider.  

We may be able to assume that the motivation for outsourcing amongst these companies comes from the 
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globalised nature of the competition they face, irrespective of their size ς making the location of work done or 

of any particular outsourcer irrelevant to any other factor. 

5.3 Bringing business functions back in-house 
Interestingly, only 13% of companies out of our five hundred respondents note they have never outsourced a 

business process or function, this being highest in the public sector (21% of respondents), retail (25%) and 

transport/utilities sectors (23%). As we saw in the introduction to this section, 33% of companies do not 

currently outsource ς we can therefore assume that 20% of companies have withdrawn from outsourcing 

arrangements. There are a variety of reasons for why companies have brought previously outsourced business 

functions back in-house. Probably unsurprisingly, the highest factor is dissatisfaction with or change in 

ǎǳǇǇƭƛŜǊǎΩ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎ ό35% of respondents). Loss of control over critical functions is almost as significant 

(29%), particularly for companies in the financial services sector (35% of respondents) and the 

construction/engineering sector (40%). Failing to gain any significant advantages from outsourcing (22%) is also 

an important factor ς particularly for professional business consultancies (24%) and, again, the 

construction/engineering sector (33%). Perceived superior in-house service is a factor for 23% of companies. 

 

47% of respondents who outsource do not intend to bring any currently outsourced business functions back in-

house in the next two to three years, although there are some variations by sector and size. For instance, 33% 

of chemicals and mining companies and 18% of manufacturing companies indicate they would bring back in-

house IT/Networking. This compares to 2% of companies in the financial services sector and 3% in the public 

sector. As shown by the chart below, mid-cap companies are most likely to bring outsourced IT/Networking 

arrangements back in-house, as well as being the least likely to outsource such processes in the first place. This 

could be a worrying development as our analysis suggests that the mid-cap market should be an area of growth 

for improving IT-enabled change in general, and outsourcing of IT/Networking in particular, in order to increase 

value-adding.  

 
 




