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Abstract 

This report indicates the steps taken and all the factors considered for the 

outsourcing decision in the Cypriot Small Medium Enterprises (SMEs).  

This project was part of the final year of the MBA course in European University 

of Cyprus where the task was to identify the factors influencing the outsourcing 

decision in the Cypriot SME‟s as well as the impact on the company 

competitiveness.  

The aims of the project were to research the market about the outsourcing 

factors and the impact of it on the companies based on real cases. Also, another aim 

was to test the ability of collecting the data and analysing the results using the SPSS 

software in order to achieve the target of the project. Another aim was to recommend 

solutions in order to minimize the negative impacts on the company competitiveness.   
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1. Chapter 1 Introduction 

1.1. Background to the Research 

The last decade, outsourcing has become critical for the organisation‟s 

strategy. Nowadays, a typical manufacturing company outsources 70% to 80% of its 

activities. Many companies have outsourced professional services to accountants, 

lawyers, advertising agencies, consultants etc. In many companies minimum half of 

the Information Technology (IT) budget is outsourced to third party companies 

(Michael F Corbett, 2004). Call Centre outsourcing has become ordinary, where the 

geographical area is not a concern when IT is used successfully; some companies 

send their Indian staff for training in Europe to learn cultural ethics and better 

pronunciation. Usually the companies outsource their back offices to experts, such 

as payroll, accounts receivable, orders processing and accounts payable. 

Compensating third party companies to perform their tasks give emphasis on 

what really differentiates the company and gives it true market competitive 

advantage (Michael F Corbett, 2004). For example, it increases the speed and 

flexibility of a company in carrying out its crucial operations and enhances the 

opportunity for innovation, when the scope of work is clear and no messy situations 

occurred, then it can be done better by a third party. Therefore, more money can be 

invested in improvements to current products and services, and research and 

development for the future. Outsourcing is essential to the future of the global 

economy. 

Small and Medium-Sized enterprises (SMEs) add a considerable value to 

economic development in terms of job creations, gross domestic product (GDP) and 

help to rationalize the national economy in third-world countries (Ebrahim, Ahmed 

and Shahadat, 2010). On the other hand, SMEs in third-world countries deal with 

increasing complexities and fail to perform due to internal resource gap (Kamyabi, 

Y., & Devi, 2011). Furthermore, smaller companies are less effective than larger 

companies in resource allocation and utilization (Gooderham, P. N., Tobiassen, A., 

Doving, E., & Nordhaug, 2004). Therefore, information is particularly essential for 

SMEs better resource management (Nandan, 2010), reduce cost and create new 

horizons for business growth (Mahmoodzadeh, E., Jalalinia, S., & Yazdi, 2009). In 
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addition, outsourcing improves internal quality through expert knowledge of the 

available external resources (Jiang and Qureshi, 2006).  

The business environment has become unstable and unpredictable as a 

result of economic globalization, market maturity, increased customer demands 

since the customer is getting more and more sophisticated, fast technological 

development and aggressive competition (Kamyabi, Y., & Devi, 2011). 

Consequently, business management has become more challenging and complex 

(Lamminmaki, 2007). In a such business environment, Small and Medium size 

Enterprises (SMEs) are exposed and face major challenges due to internal resource 

constraints (Kamyabi, Y., & Devi, 2011). To overcome such complications, the 

author recommended that SMEs should outsource their tasks by shifting what they 

traditionally managed internally (Lamminmaki, 2007). 

1.2. Purpose of the Study 

This postgraduate thesis seeks to identify the factors which influence the 

outsourcing decision in the Cypriot Small Medium Enterprises (SME), with a result to 

understand the impact on the company‟s competitiveness. In particular, the data 

which will be gathered will be particular important to the company, since it will allow 

them to have a better understanding of whether it is profitable to outsource an 

activity, a whole department or a service. Furthermore, the SME will be able to take 

the right decision based on various factors/aspects which might have a positive or 

negative impact on the company.  

The purpose of the proposed research is to investigate the factors which 

influence the outsourcing decision in the Cypriot SME‟s. Therefore, the objectives 

are the following: 

1. Identify the factors influencing the outsourcing decision in the Cypriot SME‟s 

2. Identify what is the impact on the company‟s competitiveness 

3. Develop regression models with independent variables the outsourcing 

management process factors and dependent variables the company‟s 

competitive priorities. 

4. Formulate proposals, based on the different features/activities of the 

company, whether to outsource various services/activities  
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1.3. Research Problem and Hypothesis 

The research problem of this report is to identify the reasons (factors) why the 

companies outsource activities, services or whole departments to third party 

companies and what is the impact of outsourcing on the companies. In order to 

accomplish that, regression models with independent variables of the outsourcing 

management process factors and dependent variables of the company‟s competitive 

priorities will be developed. Also, the following questions must be taken into account 

as part of the research: Do the companies outsource activities because of better 

quality provided by a third party company? By outsourcing an activity will it be 

cheaper in the long/short term for the company but also based on what level of 

quality? 

All the above questions are part of this research report in order to formulate 

proposals whether to outsource activities to third party companies.   

1.4. Justification of the Research 

This thesis will identify the factors influencing the outsourcing decision in the 

Cypriot SME‟s as well as understand the impact on the company‟s competitiveness. 

Furthermore, via the regression models with independent variables; the outsourcing 

management process factors, and dependent variables; the company‟s competitive 

priorities, proposals will be formulated, based on the different features/activities of 

the companies, in order to understand and take the opportunity to outsource in-

house services/activities to third party companies. Various companies will be 

benefited by the outcome and the results of this research. 

Until today, there is no such a research undertaken, therefore, the results of 

this research will be very important and useful for the Cypriot SMEs and not only, 

since academic world management or other people who are interested to, can use 

this research for their final outsourcing decision. Therefore, investigations on this 

matter are needed to be performed, especially in Cyprus where currently no such a 

research has been found to examine the factors influencing the outsourcing decision 

in the Cypriot SME‟s and the impact on the company competitiveness. 
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1.5. Methodology 

In order to meet the above aims and objectives, it is necessary to conduct 

descriptive qualitative and quantitative research in order to gather information from 

various Cypriot companies to explore the factors that influence them to outsource in-

house activities/services. 

Therefore, qualitative research increases the understanding of how and why 

things are the way they are and how people are acting. On the other hand, the 

quantitative research use coherent assumptions which are consistent and social 

observations should be treated as entities in such a way that scientists treat physical 

phenomena. However, the qualitative research does not take into consideration the 

positivist assumption, multiple and socially constructed by its participants (Krauss, 

2005). 

In order to gather the required data, it is necessary to construct a closed -

ended questionnaire that will be given to a sample of Cypriot companies. The 

sample will be selected by convenience sampling from various companies, while the 

companies which will participate in the survey will be randomly selected. The 

collected data will be analysed by using the SPSS statistical package, considering 

correlation, factor and regression analysis. 

1.6. Outline of the Report 

The proposed research is divided in five chapters. Each chapter shows the 

progress during the research; literature review, data collection, data analysis and the 

discussion as well as the conclusions. The road map below shows in detail the 

content of the abovementioned sections. 

Chapter 1 Introduction: Introduction to the project. It addresses the aims and 

objectives and presents a general overview of the project. 

Chapter 2 Literature review: Research in the form of a literature review based on 

real cases. This will result to the better understanding of the factors and the impacts 

on the companies by outsourcing and in general how outsourcing works. At the end 

of this section, the most important factors (reasoning) and related impacts based on 

different scenarios will be highlighted. 

Chapter 3 Methodology: In this chapter, the methodology approach of the research 

in order to collect the required data will be conducted.  
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Chapter 4 Results and Analysis: Once the methodology of what and how to collect 

the required data for the proposed research, an analysis of the results will be 

occurred by using the SPSS software.      

Chapter 5 Conclusions and Recommendations: In this chapter the outcome of 

the results from the questionnaires and data analysis will be discussed with result of 

suggestions. 

1.7. Plan of Action 

Key Activities Time-scale 
Resource Required  

(Equipment, Software, Personnel etc.) 

Introduction March-20 PC, Electronic Databases, e-Library 

Literature Review 
March-April 

2020 
PC, Electronic Databases, e-Library 

Preparing a Questionnaire  April-20 e-Library, Google Forms 

Data Collection April-May 2020 Google Forms 

Data Analysis May-20 MS Office (MS Excel) 

Compare relate results to 

theory 
June-20 PC, Electronic Databases, e-Library 

Conclusion June-July 2020 PC 

Final Submission Aug-20 PC 
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2. Chapter 2 Literature Review 

In recent years, SMEs have outsourced many services/activities with a goal to 

improve service and product quality, reduce production cycles and costs, with a 

result to focus on main company competencies, and in general to improve 

organizational effectiveness. Nowadays, outsourcing activity has become a standard 

practice for many SMEs. 

Outsourcing is a practice of shifting activities/services performed within the 

firm to third party vendors within the same or different country (Sen, F. & Shiel, 

2006). Outsourcing is a strong driver to reduce costs and improve company 

performance. Outsourcing strategy shows how to handle processes of the business 

to an external vendor or the outside available services utilization provided by a third 

party to perform in-house activities (Barthélemy, 2003; Scott-Jackson, W., Newham, 

T. and Gurney, 2005; Boer, L., Gaytan, 2006).  

Outsourcing has been used for years and observed that companies outsource 

various activities to achieve economy of scale and lower the cost. For instance 30%-

40% of Nokia mobile production has been outsourced (Shy, 2005).  

Many companies have implemented outsourcing strategies over the last 

years, but many still face complications in terms of goal achievement; low 

productivity in terms of quality and quantity, not stable profitability, and their 

capacities are totally under-utilized. 

Outsourcing is considered as one of the major mechanisms for the 

development of the organization in terms of productivity by the top management 

(Okpara, E., Ezirim, C. B. and Mohammed, 2017). However, the advantages of 

outsourcing are not reached without concerns. Outsourcing is linked to a set of 

motivations linked to benefits, but it also includes important risks (Varajão, 2012). 

One main risk is losing the flexibility by altering the scope of the services (K. 

Matthew Gilleya, Charles R. Greerb, 2004). Outsourcing decision differs to the type 

of the business and the structure of the company, but generally the cost is the 

leading factor since the benefit of the cost cannot be overlooked (Kakumanu, 2006). 

According to (Narayanan, 2009), there are four strategic reasons to outsources; cash 

flow improvement, better payment control, scalable staffing and to improve business 

performance. Outsourcing decision is not solely to decrease the costs but to gain 

and maintain competitive advantage in the market. 
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The aims of outsourcing are usually concerns with better control on the 

costing, always assuming that in-house costs are well known in advance. In fact, this 

is not always the case; sometimes the outsourcing is accomplished to gain access to 

technical expertise which may not be available in the companies. Also, there are 

cases where outsourcing relationships become partnerships (Willcocks, 1998).  

Furthermore, it must be mentioned that there are different types of 

outsourcing based on (Willcocks, 1998) as per bellow: 

1. Total Outsourcing 

2. Multiple Supplier Outsourcing 

3. Joint Venture/strategic  Alliance 

4. Insourcing 

Total Outsourcing occurs when a firm develops a partnership with a single 

supplier. For example, in IT (Information Technology) the aim is to reduce the IT 

costs, but the outsourcing organisation preserves the control.  

Multiple suppliers outsourcing is less concerned with partnerships, as the 

main goal is to stand-in innovation and create competition between vendors. These 

kinds of partnerships/contracts are usually short-term, and the client coordinates a 

portfolio of services from various vendors, with ultimate goal to retain strategic 

control. 

Joint venture/strategic alliance outsourcing is to gain more knowledge for the 

client; consequently there are more risks/rewards. At times, various companies will 

substitute the creation of a supplier to which they will outsource some tasks, but still 

have more control than they would have in multiple suppliers or total outsourcing 

arrangement. 

Lastly, the insourcing type is to keep specific departments insourced and the 

related services in-house. When this type occurs it means that the company will 

procure the related tools for the in-house employees.  

In order for an SME to make the right decision to outsource activities different 

theories/approaches/strategies and factors are taken into account as it can be seen 

below: 

1. Resource-based theory 

2. Resource dependent theory 
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3. Game theory 

4. Core competencies 

5. Partnerships 

6. Transaction cost theory (TCT) 

7. Agency cost theory (ACT)  

 

Resource-Based Theory 

The resource-based theory (RBT) of a company is particularly important in 

theory and practice. Resource-based theory is the private held knowledge 

(Willcocks, 1998; MADHOK, 2002). Resource-based theory defines that the firm is a 

unique blend of resources and assets. A resource with the potential to create 

competitive advantage should meet the following principles: imitability, value, rarity 

and organization. Resources and capabilities are valuable if they allow to the 

company to achieve opportunities. 

Rarity is related to the competitors that possess a valued resource. Clearly, when 

competitors possess a valued resource, then it is doubtful to be a resource of 

competitive advantage. 

Imitability is the security with which competitors can duplicate a valuable and rare 

resource possessed by a company. The organization contains elements such as the 

reporting structure, management control systems and compensation policies 

(Barney, 1991). 

The RBT is vital for the outsourcing study, and it would explain why such 

activities are performed internally. A key concern of the RBT is how the 

organization‟s capabilities are developed and affect its competitive advantage. 

(Langlois, R.N., 1995) have said that company‟s margins can be decided by 

comparing internal and competitor‟s capabilities. Services/activities where the 

enterprise lacks the internal resources or skills can be outsourced. 

Resource-Dependent Theory 

The resource-dependent theory (RDT) is based on the principle that an 

organization must engage in agreements with other organizations in order to gain 

resources. Resources that the organization needs may be rare, not always readily 

obtainable. As a result, this generates differences in power and access to other 

resources. To avoid such dependencies, the companies develop strategies aimed to 
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improve their negotiating power. Such strategies include political achievement, the 

company‟s production to be increased, and relations to other companies to be 

diversified and developed. Strategies such as diversifying different product lines may 

reduce a company‟s dependence on other businesses and recover its power and 

leverage. Companies typically adjust their business strategies to change the 

relationships with other companies in terms of power. One of the assumptions of 

resource dependent theory is uncertainty. As insecurity and dependencies increase, 

the need for relations to other organizations also increases (Jason Wai Chow Lee, 

Osman Mohamad, 2010). 

By using resource dependency theory, organizational adaptations are observed. One 

adaptation is internal alignment of organizational elements with environmental 

forces. Those strategies differ with the classic organization view, which treat 

organizations as closed systems. Closed-systems frameworks hold that rational use 

of resources, personal motivation, and individual capabilities determining success 

(Hillman, Amy J. Michael Withers, Collins, 2009). On the other hand, open-systems 

frameworks, highlights the impact of the environment, which consists institutions, 

and the professions, (Nienhüser, 2008). 

Game Theory 

Game theory (Oza, 2006) is related to economics, and it aims to develop 

concepts such as pioneer strategy for a species (Smith, 1982). Game theory is 

applied to outsourcing based on the concept on how the one part will close an 

agreement unfairly to the other but whether this is successful strategy in the long 

term depending on the reaction of the client (Li, 2014). The collaboration depends on 

the results of the relationship in which the two players will have an opportunity to 

cooperate or defect, with different profits. The game theory specifies that it is not 

required for a partner to cooperate with an organization. The strategies of players 

(client and supplier) depend on their values concerning the motivations of the other. 

Core Competencies 

Core competencies depends on each company‟s industry, for example, if it 

sales finest products, the core competencies are different from a company which 

provide different services. Generally, the core competencies should be reserved in-

house since they mainly affect the competitive advantage of the company. Another 

example is that most of the libraries have outsourced the technical services such as 
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bookbinding for many years now, however, few specialist libraries have not because 

bookbinding is their core competence. The core competency perception is useful in 

prompting serious consideration about the functions which are actually cost-effective 

completed in-house and those which could be outsourced, without any loss to future 

requirements in know-how (Vytautas Boguslauskas, 2009). It is less useful when 

some of the functions are core, but most of the tasks involved could be outsourced, 

as it would be cheaper to do it.  

Partnerships 

Partnership especially in an outsourcing case is all about trust between the 

buyer and the supplier. A partnership is a tailor-made business relationship based on 

mutual trust, shared risk and rewards to achieve a competitive advantage, causing a 

greater business performance than what it would be achieved by the companies 

autonomously (Cooper, 1993). The degree to which partners share infrastructure, 

facilities and technology, information, human resources, assets and risks depends 

on their needs and the rules established jointly by partnership members. Thus, they 

can work together and compete simultaneously in order to be more successful in the 

marketplace. The objective is to increase benefits while minimizing costs. 

Companies need to increase the return on their partner investments by making 

simple the communication, time-consuming administrative processes and reducing 

inessential expenses. The essence of partnering suggests that competencies are 

created when co-operative activity takes place, leveraging the unique skills and 

expertise of each partner. Working closely with other organizations is a perception 

that is rapidly gaining acceptance in the market (Contractor, J. and Lorange, 1988).  

Transaction Cost Theory 

Transaction cost theory is considered the asset uncertainty in the environment 

as well as the frequency of the transaction (Lamminmaki, 2007).  

The transaction costs concern the costs involved in setting up and monitoring the 

contract as opposed to the costs of doing the work in-house. If the decision is made 

to outsource, then the aim is to decrease the transaction costs to the lowest and that 

can be achieved by working with other organizations. The transaction cost theory is 

useful when examines the contributions to transaction costs and how they can be 

reduced.  

Transaction costs are the full cost of providing products or services including 

negotiations, monitoring and imposing an agreement (MADHOK, 2002). Therefore, 
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regardless of whether the motivation for outsourcing is strategic, operational, 

innovative or structural, transaction cost analysis states that the economic benefits of 

business functions and the possessions, influence the configuration and boundary of 

the organization (McIvor, 2009).  

Agency cost theory 

Agency theory (Eisenhardt, 1989) is the second most important economic 

theory. Agency cost theory develops on one aspect of TCT, as it is related with 

different perspectives of risk that client and supplier have. If the client doubts the 

supplier, then monitoring is required. However, on the supplier side, a behaviour-

based contract allows them to privilege that they spend x amount of hours on x task, 

even if the outcome could not be achieved as originally planned. Agency cost theory 

helps to differentiate the most productive and fairest method of reducing risks for 

both client and supplier.  

Research Comparison 

Based on (Hafeez and Andersen, 2014) in order to identify factors which 

affect Pakistani manufacturing SMEs decisions to outsource management 

accounting practices in terms of resource-based view (RBV) and transaction cost 

economics (TCE), a survey of 302 SMEs was accomplished using convenience 

sampling, and management interviews. The regression analysis revealed that the 

frequency of opportunism, non-routine tasks, competition and trust have a significant 

impact on accounting outsourcing. The analysis did not deliver any observation for 

TCE's frequency prediction, which shows higher level of frequency of non-routine 

accounting functions. In other words, SMEs are not capable to generate economies 

of scale for non-routine management accounting practices, in order to provide such 

functions inside the organization.  Hence, the finding opposes with a previous study 

(Everaert, P., Sarens, G., & Rommel, 2010) which indicated frequency was 

statistically and negatively related to outsourcing of routine and non-routine 

accounting tasks. Furthermore, while control factors such as organization size, 

gender, education, experience and age were included in the linear regression, the 

relationship among five variables and outsourcing tension was continued statistically 

significant. The findings recommend that SMEs with resource limitations should 

outsource their traditional in-house accounting practices to external third party. 

 Based on (Solli-Sæther, 2005) the most important factors to success for IT 

outsourcing relationships were developed. Although cost savings still seem to be the 



19 
 

leading cause of IT outsourcing, the success of outsourcing relationships depends 

on different factors. Both, core competence and stakeholder management are 

primarily non-cost factors. In this research there was addressed the question of how 

to manage IT outsourcing relationships. Three managerial effects were 

recommended based on the findings. First, it was argued that a complete approach 

to IT outsourcing was needed, which recognizes and emphasizes the combination of 

many serious success factors. These factors have both different implications for 

management. Managers were enabled to recognize relationship problems as they 

occurred and to handle them before they study the IT outsourcing success. Second, 

it was emphasized the importance of both client and vendor success in an effective 

IT outsourcing relationship, as the two parties are mutually dependent onto another.  

 The paper (Mahmoodzadeh, E., Jalalinia, S., & Yazdi, 2009) analysed the 

impact of the business process management (BPM) and the knowledge 

management (KM) to reduce the outsourcing risks and difficulties of MTN Irancell 

company. According to (Momme, 2002) the following measures  were introduced in 

order to have a successful outsourcing:  

1. To identify and protect the core business  

2. Keep insourced the core business that the company is good at 

3. Outsource the activities where a supplier has a competitive advantage  

4. In order to increase competitiveness, to have employee commitment and 

expand the manufacturing performance, the solution is to outsource in 

advance by paying attention on internal core business areas 

5. Boost the core business motivation and recognise the non-core competence 

areas to be outsourced 

6. Train employees and invest in technology 

7. Identify the critical products or services by using an management system 

Also, Booz Allen (Jackson, T., Iloranta, K. and McKenzie, 2001) introduced a 

framework which helped the companies to avoid risks and dangers in order to have a 

better result by using their own abilities. The framework contains the following six 

steps: 

1. Assess the functions and distinguish strategic priority and risks 

2. Explore  the market  
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3. Analysis of internal and external capabilities 

4. Economic assessment  

5. Identify skills to manage the supplier and new processes 

Irancell had to reduce its operational costs due to regulatory constraints. 

Consequently, Irancell chose IT outsourcing and business processes to be 

outsourced. (Honess, 2003) stated that business processes within a company could 

be broken down into three categories: 

1. Core 

2. Business critical non-core 

3. Non-core, non-critical 

Core processes are outsourced rarely, because they are the very important to the 

business. Thus, critical and non-critical non-core business processes of Irancell were 

outsourced to an external supplier. Also, based on an analysis of the business 

processes of Irancell, selling and customer care business process were indicated as 

critical and non-core process to be outsourced. 

In summary, it was used a complete framework to assist on the business process 

outsourcing lifecycle and reduction of the business process outsourcing risks and 

dangers using BPM and KM approaches. The suggested lifecycle included the 

following six steps: 

1. Meaning of core competences and strategic direction of business process 

outsourcing 

2. Evaluate the existing business processes and design business process 

outsourcing plan 

3. Create and assess the business process outsourcing consequences before 

execution 

4. Applying business process outsourcing program 

5. Measure business process outsourcing metrics 

6. Assess results and improvement 

Furthermore, the key business process outsourcing problems identified was the 

following: 
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1. Reliance on the suppliers and changing cooperative to opportunistic 

behaviour of the supplier 

2. Not updated with new technological opportunities for product and process 

innovations 

3. Communication and coordination problems 

4. Rational distance between suppliers and company 

5. Controls levels over the outsourced functions 

The paper (Dante Di Gregorio, Martina Musteen, 2009) was referring to 

offshore outsourcing of manufacturing, administrative and technical services. A 

qualitative study was performed with interviews and 105 complete surveys with 

managers of different SMEs. Five rationales where identified among the SMEs, and 

variation in the rationales motivating administrative and technical services versus 

manufacturing offshoring was observed. It identified that the motivation for the 

administrative and technical services is associated with the intention to expand 

relations with strategic overseas partners and to serve customers more efficiently 

while manufacturing outsourcing is being motivated by the cost reduction and the 

efficiency.  

The study recommended that policy-makers must acknowledge that offshore 

services outsourcing could help SMEs in order to enter the international market. On 

the other hand, consequences arise to both entrepreneurs and policy-makers. The 

importance of establishing international sourcing relationships is not only based on 

cost reduction and focusing on core competencies, but also to increase 

competitiveness internationally. In addition to costs reduction, offshore outsourcing 

can provide flexibility. International outsourcing allows companies to focus on 

activities which create their competitive advantage. Furthermore, besides the costs 

savings the companies are able to gain competitive edge by accessing global 

capabilities and innovation. However, SMEs may have few capabilities than larger 

companies, hence SMEs have greater motivation to focus and exploit their existing 

resources and core activities while outsourcing non-core activities. Also, SMEs can 

generate benefits in terms of knowledge and expansion of international networks 

which means greater internationalization of sales. The drawbacks of offshore 

outsourcing might reduce quality, lower reliability, increase transaction costs etc. It 

must be noted that SMEs which enter in the administrative and technical services 
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offshore outsourcing will secure various benefits such as knowledge from 

partnerships which will enhance the international competitiveness.  

The observations made were based on six companies generated to a final sample 

size of 105 SMEs. Different hypotheses were tested in separate regression models 

of sales and tasks internalization. Each dependent variable was regressed on the 

independent variable of interest. Also, the hypotheses tested using Poisson 

regression models because the dependent variables were concentrated near to 0.  

It must be highlighted that efficiency and cost savings were the two foundations for 

offshore outsourcing.  Another foundation was to access unique resources, 

knowledge and capabilities possessed by foreign-based organizations. The fourth 

widely stated motivation was to grow relationships with strategic partners. Lastly, the 

fifth widely stated rationale was to serve new customers internationally.  

In summary, the study indicated that the offshore outsourcing of administrative and 

technical services provides SMEs with benefits which translate into higher 

international sales and to expand into foreign markets. 

 Based on (Zahra Kavosi, Hamed Rahimi, Saeideh Khanian, Payam Farhadi, 

2018) study, the factors influencing the decision making for outsourcing in the 

healthcare sector were identified by using the Delphi technique after the sampling 

method. The experts of healthcare service outsourcing were the target groups. The 

contributors were educated persons with degrees, at least five years of hospital 

management experience, managing support services occupation, managing 

contracts and legal affairs, and managing treatment economy. Considering that 

sampling method was used, in the beginning 25 specialists who had the criteria 

entered the study, but eventually, 20 of them declared their readiness. 

In total 180 factors were highlighted, but 29 sub factors in the form of the six main 

factors (strategy, quality, technology, management, performance feature and 

economy) were identified as the most valued factors. Eventually, based on Delphi 

method, 29 were narrowed down to 22 sub-factors as the most important in 

outsourcing decision making at healthcare services.  

The study presented that the decision making to outsource health services is a 

complex and multi-criteria decision. Therefore, when deciding to outsource 

healthcare services, attention should be paid to various factors, such as strategy, 

quality, management, technology, and economics. 
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 Another study, (K. Matthew Gilleya, Charles R. Greerb, 2004), analysed the 

relationship between the outsourcing of human resource (HR) activities, mainly the 

training, payroll, and the company‟s performance. The below four hypotheses were 

taken into consideration:  

1. Outsourcing of training activities is positively related to firm performance 

2. Outsourcing of payroll activities is positively related to firm performance 

3. The effects of outsourced training on firm performance are moderated by firm 

size such that the benefits of outsourced training are greater for smaller firms 

4. The effects of payroll outsourcing on firm performance are moderated by firm 

size such that the benefits of payroll outsourcing are greater for smaller firms 

In order to obtain the results, 558 companies received the questionnaires and they 

were answered by the CEO of the companies. Ninety-four surveys (17%) were 

returned complete.  

The sampling contains independent, non-diversified manufacturing companies with 

more than 50 people. The companies in the sample show a total of 16 manufacturing 

industries. Also, it must be mentioned that only the control variables were included in 

the regression models with three types of existing performance as dependent 

variables.  

Hypotheses 1 and 2 were tried to examine to which outsourced training (Hypothesis 

1) and payroll outsourcing (Hypothesis 2) Influence Company‟s performance. 

A linear combination of the two types of HR outsourcing and the control variables 

adjusted; explained 30% of the variance in financial performance, 48% of the 

variance in innovation performance, and 12% of the variance in stakeholder 

performance. In all three cases, the majority of the variance was explained by the 

control variables. Also, the regression analyses revealed that training was a 

significant predictor of the firm‟s stakeholder performance (P < .05) and innovation 

performance (P < .10). In addition, payroll outsourcing was a noteworthy predictor of 

innovation performance (P < .01). Additionally, training and payroll outsourcing were 

identified to be important predictors for innovation performance. Moreover, the study 

recommended that when training is outsourced it may enhance stakeholder 

performance. Additionally, the results indicated that outsourced training may 

enhance the ability of organizations to add value for their stakeholders. 
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 Another research (Looff, 1995) was performed regarding information systems 

(IS) outsourcing decisions and their consequences. The results were investigated by 

surveying and longitudinal in-depth taking into account twenty three IS outsourcing 

arrangements in six companies in Netherlands. The questionnaire was focused on 

the changes and improvements due to outsourcing. The data were analysed by 

using qualitative and quantitative analysis. The quantitative analysis included the 

cases which fell into each of the categories and how many confirmed or rejected the 

propositions, while the qualitative analysis included the explanations of the 

interviewees, the structures and the exceptions and adjustments made to the 

implications derived from the companies‟ theories. The consequences of IS 

outsourcing showed the low controllability on the vendor. Various circumstances for 

IS outsourcing were predicted such as: economy of scale was not achieved in some 

cases. Also, in some cases there were disagreements about the quality of the 

service provided.  

In conclusion, a description framework took place for IS outsourcing and identified 

structural results. The framework focused on actual improvements instead of 

opinions and expectations of stakeholders, and also included retrospective research 

for 10 years back and longitudinal research for a 2 years period.  

The cases studies showed that outsourcing can be applied only in cases where the 

advantages of scale can be determined and there are adequate suppliers in the 

market. 

 Another study (Monroy, 2012) indicated the factors to be considered to 

outsource IT development to consulting  SME organizations in Sweden across 

numerous industries. A qualitative study framework was used along with a 

quantitative analysis from historical records from an IT consultancy company 

including records from 307 companies over one year. Various important factors were 

identified during the study which had positive or negative relation to the decision 

according to each company criteria e.g. lack of resources, create new competencies, 

planning requirements and special local regulations, time savings, quality assurance, 

proximity, and cost effects. Additionally, the study mentioned two types of 

outsourcing: development projects and specialist consulting. The results of 

quantitative analysis defined the dominance of consulting resources over offerings 

such as projects. On the other hand, qualitative analysis using the comparative 

method recommended a positive relation between the lacks of resources to the 
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contracting of IT development services when in house, but it seems to be negative 

for outsourced IT development projects. This study also identified that core 

competencies should not be outsourced, but it seems that in the desire to retain 

control over competencies. Moreover, the time savings along with the learning curve 

were identified to have positive relation to outsourcing resources and additionally to 

create new competencies in case of the company wants to build in house 

competencies. Also, proximity was a conclusive characteristic in case of the 

company contemplates outsourcing resources and retaining quality. Surprisingly, the 

effect of costs it is a secondary concern in this study for most of the companies. 

Also, the Swedish regulations perceived downsizing under specific regulations to be 

a problem. Nevertheless, the development projects could not be affected by the 

Swedish regulations. Finally, small and medium companies responded differently in 

terms of proportion of purchases and expenditure in projects compared to resources 

based on recommended quantitative analysis and segmentation.  

 Another article (Jason Wai Chow Lee, Osman Mohamad, 2010) with respect 

to outsourcing relationships in Southeast Asia, reviewed the foundations of the social 

exchange theory (SET) in order to understand the inter-firm relationships of SMEs.  

It studied the outsourcing characteristics and basic theories including the foundations 

of SET combining accounts from specialists in the electrical and electronics (E&E) 

area and personal explanations of management embedded within the cultural 

framework of the developed country. Based on the study, it discovered that contracts 

outsourcing were performed on a personal level with some flexibility provided to the 

top management. However, in developed counties the opposite is happening where 

all contracts are reviewed by the top management. Important findings of this study 

were three main theories embedded in the management culture of the developed 

countries and were influenced by the transaction cost economics theory, the 

resource-based view and the resource-dependence view. 

Due to cheaper labour and lower operation costs, outsourcing of electronic products 

and components to Southeast Asian countries was occurred specifically in design 

and construction of electronic components such as resistors memory for the 

electrical and electronics (E&E) manufacturing sector. Nevertheless, these 

developed countries which value more on relationships, did not share the 

management styles embedded in the cultures. 
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Table 1 indicates the outsourcing decisions key drivers, the outsourced activities, the 

relational features, and the performance measurement to main theories which were 

used to examine each outsourcing generation. 

The first generation outsourcing emphases the contractual arrangements limited to 

the non-core competencies and outsourcing activities which were driven by cost 

reduction (e.g. outsourcing of simple back-room functions or peripheral activities, 

namely, payroll processing, security, cleaning, catering etc). 

The second generation of outsourcing occurred in case of the companies will 

outsource their near-core activities which were primary supply chain activities. The 

companies achieved to reduce costs, improve quality and shorten development time. 

The second generation was based on RBV since the firms continued to source 

external expertise and innovative products at lower costs. The competitive 

advantage was the ability to act quickly based on the customers‟ demand 

satisfaction.  

Third generation occurred when the organizations outsource their core activities 

along with the supply chains compared to the second generation where 

organizations keep internally the core activities. For example, Cisco Systems, 

Amazon and Dell have outsourced most of the primary activities with the firms 

operating in virtual value chains where their vendors are considered as partners 

integrated in their value-adding activities. Moreover, the smaller firms outsource all 

functions but only the soul of the business is kept in-house. These firms have 

practically made outsourcing their core competencies. 
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Table 1: Summary of Outsourcing generations (Jason Wai Chow Lee, Osman Mohamad, 2010) 
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All three arrangements agreed on the first and second generation outsourcing in 

terms of main theories used. Dominant theories such as RBV and RDV proposed 

were extensions of the TCE theory which still dominates the thinking of specialists 

for outsourcing in developed countries. 

 Many companies can be identified of using strategic outsourcing. Nike (Himer, 

1994) outsourced 100% of its shoe production and manufactures only technical 

components of its “Nike Air” line. Nikes determined value is on preproduction and 

postproduction activities linked together with one of the best marketing information 

system in the industry. Another example is Apple; they outsourced 70% of its 

manufacturing costs and components; design, printers, partial marketing once they 

had to spend only one million dollars and few employees. Apple focused on its 

internal resources and the supporting software being responsible of the unique look 

and feeling. Another example is Raychem and Intel; they focused on in the design 

and on high specialized test feedback systems and not on the products production 

volume. In order to achieve the reputation and revenues of Apple and Nike, the 

responsible management had to identify and keep insourced the core competencies 

which would provide to the company uniqueness, competitive advantage and value 

creation for the future. Also, the related outsourced risks must be assessed but at 

the same time to be benefitted by the outsourcing situation. Also, Honda does the 

entire R&D on their engines in-house and makes all important parts for its motor 

design core competency in closely controlled facilities in Japan. They consider 

outsourcing any other non-important elements around this most essential element for 

all its businesses. Unfortunately, outsourcing has transaction costs (searching, 

contracting, controlling etc.) where there will be times that it might exceed the in-

house transaction costs. Therefore in order to avoid the outsourcing downsides, the 

top management must evaluate the following questions: 

1. What is the potential for obtaining competitive advantage in a certain activity 

taking account the transaction costs 

2. What is potential vulnerability that could arise from market failure  

3. What it can be done to improve the firm‟s vulnerability by structuring 

arrangements with vendors to provide appropriate controls for necessary 

flexibilities 
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In order to keep and maintain sustainable competitive advantage in the market the 

company must assess different activities and decide whether can be kept in-house 

or outsourced with lower cost, do it better, in a more timely fashion or with some 

unique capability and value creation. Also, the firms must push unwanted risks onto 

the suppliers. Strategic outsourcing can provide to the buyer better flexibility, it 

decreases the firm‟s design-cycle times, as multiple best-in-class suppliers. 

 Another study (Tibor Kremic, 2006) identified 29 variables related to 

outsourcing by using decision support framework.  The context of 200 publications 

has been analysed using different approaches.  The specific framework is used to 

identify the benefits, risks, motivations and factors of outsourcing. The outsourcing 

decision framework can be seen in figure 1. The framework shows the outsourcing 

decision features (motivators, benefits, risks, and factors). Based on (Tibor Kremic, 

2006), there are three main categories of outsourcing motivations which are the cost, 

the strategy and politics. The cleaning services outsourcing saved an average 46% 

over in-house costs based on a survey of 7500 public organizations in Australia. By 

having fewer employees requires less infrastructure and support systems with a 

result to have a more efficient company. It must be noted that indirect costs contain 

contract monitoring, social costs, contract generation, intangibles and transition 

costs.  

 

Figure 1: Outsourcing Decision Framework 
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The main drivers of outsourcing are changing from cost to strategic issues (flexibility 

and core competencies).  

In public sector there was more political motivations compared to the private sector. 

Moreover, another reason is the accountability. Comparing the private sector to the 

public sector it can be obtained that the motivations are quite different.  

Based on (Tibor Kremic, 2006), the benefits of outsourcing were better service 

provided by the vendor at lower cost, increased flexibility and quality, access to the 

newest technology, and to re-focus on unusual resources of core functions.  

Also, (Tibor Kremic, 2006) identified the factors which influenced the outsourcing 

decision. These factors were strategy (core competencies, critical knowledge, not 

adequate human resources, quality impact and flexibility), function characteristics 

(complexity, degree of integration, structure etc.), costs, and environment (managers 

influence on outsourcing decision, legal factors, actions of competitors, degree of 

uncertainty, and the potential for conflict of interest).   

The analysis of the (Tibor Kremic, 2006) study was performed on pivot tables, and 

the following results were identified: 

1. 80 out of 210 surveys specified the type of the firm with 56% addressing to 

profit firms 

2. 85 surveys stated the savings costs as the major benefit of the outsourcing 

3. None survey shows that the firms outsource their activities in order to have 

access to skills and talent 

4. A considerable amount of surveys indicates that there are problems with 

suppliers with outsourcing decision 

5. 12 surveys shows political motivations (governmental organizations) for 

outsourcing 

6. Only 12 surveys shows that the cost is the major factor that affects the 

decision of which functions to outsource refers to profit firms while 24 surveys 

refer to governmental organizations.  

7. The surveys identify the outsourcing benefits which are twice as likely to refer 

to the US compared to European practices. The largest difference occurs 

when the expected benefit is access to skills. Among the various risks related 

to outsourcing, the supplier problems are discussed more often when US 
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practices are measured. The risk of unrealistic savings is usually discussed in 

the European studies. 

 

Based on (Thoithi, 2013) journal SMEs are significant to economic evolution 

and critical to the development of Kenya. Yet, many of SMEs do not have skilled 

accountant employees and the required infrastructure to apply the rules. Therefore 

the firms chose to outsource this activity due to many factors. These factors where at 

the same time are considered as independent variables are the cost, access to skills 

and talent, core competencies and technology.  It must be noted that for this study, 

the top 100 SMEs of 2012 were used. The data was collected by using 

questionnaires from senior managers, CEOs or Finance Managers. Both quantitative 

and qualitative data were used. Quantitative data analysed by using descriptive 

statistics such as frequencies, percentages and mean standard scores. Qualitative 

data were analysed using content analysis.  

Based on this journal it was found that SMEs outsource accountancy services. 

Outsourcing goal is to reduce and control operating costs, enhance access to an 

external and low cost structure. Absence of in-house skills is a factor where the 

SMEs‟ outsource the accounting activities. External know-how provides to SMEs the 

competitive advantage. On the other hand, the SMEs do not outsource their core 

competencies. New technologies improve SMEs‟ growth and maintain the standards 

provided under the required ISO. SMEs should manage efficiently through third party 

automation, process development and latest technology, and obtain technologies 

which are not available internally. The study recommends that SMEs should 

extensively focus on outsourcing services based on availability of in-house expertise, 

cost, core competencies, and technology. 

 The study (Raman, R., & Ahmad, 2013) addressed the significant gap by 

concentrating on international outsourcing perception and performance differences 

between outsourcing and non-outsourcing manufacturing SMEs in New Zealand. 

Sample of 74 New Zealand SMEs were performed within the manufacturing sector, 

and the findings recommended that the SMEs which engaged in international 

outsourcing performed significantly better than non-outsourcing SMEs. The findings 

were based on the resource based view and the core competency theory of the 

company. There hypothesis were used in order to achieve the findings:  
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1. Outsourcing SMEs perform significantly better than non-outsourcing SMEs 

2. Outsourcing SMEs perceive higher benefits from outsourcing business 

activities offshore than non-outsourcing SMEs 

3. Both outsourcing and non-outsourcing SMEs have similar perceptions of the 

challenges posed by international outsourcing. 

 

Based on (Mohamed M. Montaseb, Mohamed A. Ragheb, Aiman A. Ragab, 

2018) and on 430 articles between 1992-2014 the factors affecting the outsourcing 

decision contains two main categories, the outsourcing benefits and the risks of 

outsourcing. The benefits are the cost reduction, transfer fixed costs to variable, 

improve service quality, increase speed, increase flexibility, access to latest 

technology, increase focus on core competencies and the risk factors of outsourcing 

are the hidden costs, loss of core competence, less flexibility, loss of knowledge, 

supplier problems and low morale. The study showed that the framework for SMEs‟ 

outsourcing decision making, based on the factors found contains four factors 

affecting the outsourcing decision which are the outsourcing benefits, outsourcing 

risks, core competencies and vendors. 

Based on the above literature review, outsourcing has been implemented by 

many companies the last decade and especially by many SMEs with an ultimate 

goal to reduce their costs. In order to achieve a sustainable, and a win-win 

outsourcing situation with a competitive advantage in the market, the company which 

is willing to introduce the outsourcing must take into consideration the following 

steps. First of all, the company should never outsource the core activities 

(competencies) in order not to be vulnerable to the third party company which this 

might lead to destroy the competitive advantage, the brand and the popularity of the 

company. Once the core businesses are not being outsourced, then the company 

must identify the non-core activities which are not cost beneficial to be insourced. 

Secondly, the owner company must always have in place control measures with 

related penalties/actions, either these are KPIs (key performance indicators) or 

various check-ups on a daily basis; the purpose of applying control measures is to 

always make sure that the quality of the service will not be less than the expected. 

Thirdly, the two companies have to clear out the responsibilities and the actions of 

each company in order to avoid an unstable partnership.  
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Conclusion  

Despite the great competition between the companies today, a company can 

always increases its profits, taking into account the factors influencing the companies 

to outsource various services /activities. It is noteworthy that based on the above 

studies in the literature review, it is recommended to outsource non-core activities 

and keep insourced the core activities with an ultimate goal to reduce costs, increase 

quality and customer service, gain knowledge and increase quality. On the other 

hand, the companies should take into consideration all risks shared with the 

outsourced third party.  

In this context, research is needed on the issue of factors influencing the 

outsourcing decision in the Cypriot SME‟s, as no relevant research has been found 

locally, which is the target of the present study.  
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3. Chapter 3 Research Methodology 

3.1. Exploratory, descriptive or causal Research  

The objectives of this research are the following; firstly to identify the factors 

influencing the outsourcing decision in the Cypriot SME‟s and then compare with 

International SMEs. Secondly, to identify what is the impact on the company‟s 

competitiveness. Thirdly, to develop regression models with independent variables; 

the outsourcing management process factors and dependent variables; the 

company‟s competitive priorities and lastly but not least to formulate proposals, 

based on the different features/activities of the company, whether to outsource 

various services/activities. In order to achieve the above objectives, a suitable 

research design must be adopted. There are three research designs usually used by 

the researchers; the exploratory, descriptive and casual. 

Exploratory research design is used in researches where ultimate target is to 

promote new products developments, how the product entry will improve its publicity, 

and how the current services can be enhanced. 

Exploratory research is the research emphasizing hypothetical ideas. This type of 

research is not about making final conclusions, but collecting information about a 

subject (K., 2010). Usual sources are discussions with customers or company 

employees. Exploratory research is usually conducted by companies as ideas, 

concepts coming to the surface. 

On the other hand, descriptive research design discovers and explains data 

often discovered via exploratory research. Usually, it refers to a business purchase, 

a product, a service, or any other section of the company structure related to 

marketing. Descriptive research is more of marketing analytics. Marketing 

analytics focuses on practise measurement, management, and analysis of marketing 

performance in order to maximize effectiveness and enhance the return of 

investment (ROI). Descriptive research is the commonly used practise in marketing.  

Descriptive research is considered conclusive because it is structured and it 

uses quantitative data. Since it uses structured and pre-planned questions, by 

grouping the responses so a statistical analysis can be obtained. This allows the 

researcher to highlight the importance of the results on the overall population 

studied, and also the respondent‟s opinions, attitudes, and behaviours over time.  
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Lastly casual research design is also considered conclusive because it is 

structured and it uses quantitative data. The difference from descriptive research is 

that the causal research identifies the relationship between cause and effect 

variables using experiments or tests (Menard, 2007). Therefore, the researcher can 

understand which variables is the “cause” and which variables is the “effect”. 

 In this study, the descriptive and casual research designs will be used; with 

the help of descriptive research, numerical and not textual data will be collected to 

analyse the data and obtain the results. In descriptive research the researcher 

cannot manipulate the data but only measures them. On the other hand, casual 

research will help on the cause-and-effect variables relationship (Menard, 2007). It 

will also assess the impact of specific changes/processes within the companies. 

3.2. Data Collection Methods 

This chapter discusses about the research methodology which includes the 

actual methods and techniques that have been used to collect the data. As usual, 

there are no right or wrong choices, as each method serves a specific purpose. 

There are multiples methods to collect the data such as questionnaires, interviews, 

observational research, experimental and survey researches (McDonald, Heath and 

Adam, 2003). 

In order to collect the quantitative data for this research, a suitable tool that was used 

was the questionnaire, which is useful to gather a volume of information. With the 

questionnaire participants can also give answers for many variables, which can then 

be analysed with various statistical analyses to examine various correlations. The 

main advantages of using a questionnaire is that it is a relatively economical tool, it 

does not cause as much stress as the interview process, it is given to many people 

at the same time, while the set of questions and the answers are the same for all the 

respondents. On the other hand, the disadvantages of the questionnaire are that the 

researcher cannot know whether there were questions which were interpreted 

differently by the respondents in relation to what he really intended to ask and also in 

the questionnaire, there is little freedom of expression (P Gill, K Stewart, E Treasure, 

2008).  

In the case of the present survey, no ready-made questionnaire was found 

which would examine the factors influencing the outsourcing decision in the Cypriot 
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SME‟s and the impact on the company competitiveness, which is why a new 

questionnaire was created to conduct this research.  

In this context, I followed the suggestions for the construction of an online 

questionnaire that would have a high response rate and would gather all the 

necessary information to answer the research questions. Thus, it was deemed 

appropriate to include in the questionnaire only closed-ended questions, which are 

easier and faster to answer, which can be coded and analysed without difficulty. 

Also, the questions were simple, understandable, and clear so as not to confuse or 

frighten the participants. In this way the respondents would be encouraged to answer 

completely the questionnaire (Robson, C. & McCartan, 2016).  

The base for the questionnaire of the present research was the literature 

review dealing with topics similar to the research questions asked in this study. The 

final questionnaire contained three parts with Likert questions performed on Google 

forms. Regarding the demographics of the participant companies it was clarified in 

the beginning of the questionnaire that the questionnaire should be answered by 

respondents who are in the executive committee of the company. The questionnaire 

was consisted of 9 questions trying to obtain the reasons influencing the companies 

to outsource various activities/services.  

3.3. Sampling Strategies 

The sampling strategies used in the surveys belong to one of the two 

categories of sampling, namely random or non-random sampling. In the first case of 

random sampling, the sample is selected based on a list, from which some 

individuals emerge at random. Random sampling is the only type of sampling that 

allows generalizations to be made, as it implies the same probability of participation 

in the final sample for each member of the population in question. Also, random 

sampling reduces the likelihood of bias, since some members of the population to 

whom the researcher did not have access are not excluded (R. Buber, J. Gadner, 

2004).  

Despite the advantages of random sampling, it is not always possible to 

identify members of a population, and thus integrate them into the sampling process. 

Thus, in some cases, non-random sampling is used; selection of companies based 

on different criteria or based on the accessibility of companies that the researcher 
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has. In fact, when there is no list where the companies in question are registered or 

the companies are unknown, very large and scattered, as was the case with the 

present study, non-random sampling is preferred. The main disadvantage of non-

random sampling is the possibility of bias and the inability to generalize the results, 

although its advantages include the ease with which is performed, the speed in 

selecting participants and the economical way it is conducted. Therefore, in order to 

enable the selection of the sample, convenience sampling was performed among 

different Cypriot companies including SMEs. Convenience sampling is an easy 

sampling method, as the researcher does not need to set rules for sample selection. 

Instead, it selects the people, in this case Cypriot companies, which are easiest to 

reach and want to participate in the research (Ilker Etikan, Sulaiman Abubakar Musa, 

2015). 

In order to improve the reliability and validity of the present study, a list of 80 

random companies including SMEs companies engaged in various fields in Cyprus 

was initially created, based on the Yellow Pages, personal experience and 

knowledge in Cyprus.  

Once the questionnaire was finalised and approved by the supervising 

professor, then the questionnaires were sent to the companies via the European 

University email attaching the Google Forms link. Participants were reminded that 

their participation in the survey was voluntary. Also, the participants were informed 

about the time needed to complete the questionnaire and that the requested data 

would be used solely for the purposes of the course and would keep the anonymity 

of the respondents. In this way, individuals felt more free to decide whether they 

wanted to participate in the survey or not, without fear of negative criticism if they did 

not respond to the questionnaire. 

This process took about three-four weeks, until a sufficient number of 

questionnaires were collected. After the survey was completed, the questionnaires 

were then numbered and coded for statistical analysis of the data. The final sample 

of the survey was consisted of 66 companies. 

3.4. Data Analysis Methods 

The quantitative data collected were analysed with the help of the SPSS 

statistical package. The statistical analysis which was performed aimed at the 
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description of the data and to conclusions about possible relationships and 

differences between the variables. Initially, the averages, standard deviations and 

frequencies, as well as the maximum and minimum values were found to describe 

the data. Additional statistical analysis was then performed, which investigated the 

possibility of a correlation. Such analysis was for example Pearson correlation and 

linear regression analysis (B Weaver, 2013). 

3.5. Conclusion 

In conclusion, conducting a quantitative survey is a necessary process to 

gather data on companies‟ views, as in the present study were the views of various 

companies regarding the factors which influence the outsourcing decision. Of 

course, in order to conduct the research correctly, it is important to follow the 

appropriate sampling strategy, which in this case was the convenience sampling, 

and to use a research tool that meets the research objectives (SPSS). Finally, it is 

important to follow all the rules of research ethics in order for the research to be 

ethical. 
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4. Chapter 4 Data Analysis 

In this chapter, the results are presented from the below data statistical 

analysis. Firstly, the responses of the companies are categorized to identify how 

many SMEs were participated and then various analyses were made to answer the 

rest of the research questions. 

4.1. Analysis of Research Question 1 

The first question was investigating the type of the Cypriot companies 

participated in the questionnaire. In order to identify the companies‟ types and also 

taking into consideration from the literature review that an SME is consisted of about 

250 to 300 employees, frequency analysis was performed as it can be seen in figure 

1. In figure 1, it can be identified that in total 66 Cypriot companies participated and 

fully completed the questionnaire. Also, 58 companies out of 66 are categorized as 

small to medium companies (SMEs) and 8 companies are categorized as large 

companies.     

 

Figure 2: Company employees  

 

Furthermore, in table 2, it can be seen the percentage of the Cypriot SMEs 

participated in the questionnaire. The percentage of the Cypriot companies 

participated in the questionnaire was 87.9%, which means the results will meet the 

initial request of this study. 
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 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 10-50 13 19.7 19.7 19.7 

51-100 16 24.2 24.2 90.9 

101-200 25 37.9 37.9 57.6 

201-300 4 6.1 6.1 63.6 

301-400 2 3.0 3.0 66.7 

More than 500 employees 6 9.1 9.1 100.0 

Total 66 100.0 100.0  

 

Table 2: Company employees 

4.2. Factor Analysis of Questions 2, 3, 6 

In order to investigate which factors influencing the Cypriot companies‟ decision for 

outsourcing, questions 2, 3, and 6 were grouped by performing factor analysis with 

varimax rotation. In table 3, it can be seen that 5 grouped factors out of 11 were 

identified as the most important with coefficient more than 0.5. In total 11 factors with 

eigenvalue more than 1 were identified, but in order to narrow down the factors, only 

5 factors were selected as the most important and correlated ones.  
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Table 3: Rotated Varimax Component Matrix 

1 2 3 4 5

Improve performance of the activity/service/product 0.789

Maximizing productivity 0.759

Outsource the activity/service/product to a more competed/knowledgeable/capable  third party 

vendor

0.735

Better growth of the activity/service/product by outsourcing 0.716

Cost Savings 0.709

Innovative third party vendor 0.697

Third party vendor has trained employees and invest in technology 0.692

Better contract conditions (payment terms, penalties, costs, KPIs, delivery) 0.691

Outsourcing due to lack of trained in-house manpower 0.689

Boost the core business motivation and recognize the non-core competence areas to be 

outsourced

0.685

Better efficiency (meet deadlines) 0.680

Better process management 0.654

Profit maximization 0.652

Time management 0.646

Reduce operational and transaction costs 0.643

Create new competencies 0.612

Increase competitive advantage 0.603

Better communication with the third party vendor 0.587 0.501

Better activity/service/product quality assurance 0.581

Grow relationships with strategic partners 0.579

Lack of in-house technology 0.566

Transfer responsibilities 0.553

Better coordination with the third party vendor 0.544 0.505

Third party vendor has unique resources 0.544

Outsource the activities where a supplier has a competitive advantage 0.505

Better flexibility with a third party vendor

Better reliability 0.736

Greater internationalization of sales 0.716

Increase competitiveness internationally 0.694

Greater motivation 0.599

Improving the customer service delivery processes 0.540

Gain knowledge, skills, and talent via the third party vendor

Switch supplier with the same or lower cost but at the required quality 0.768

Launch a new tender 0.752

Review and improve KPIs 0.617

Add penalty to the existing supplier 0.603

Improve control measures 0.560

Marketing activities 0.795

Accounting activities 0.711

HR activities 0.708

Customer Support 0.601

Back Office activities 0.557

IT activities

Core activities 0.776

Company strategies Outsourcing 0.722

Focusing on core competency areas

Rotated Component Matrix
a

Component

Extraction Method: Principal Component Analysis. 

 Rotation Method: Varimax with Kaiser Normalization.a. Rotation converged in 13 iterations.
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1. The first rotated factor (Third party relationship and benefits for both 

companies) is most highly correlated with: improve performance of the 

activity/service/product, maximizing productivity, outsource the 

activity/service/product to a more competed/knowledgeable/capable  third 

party vendor, better growth of the activity/service/product by outsourcing, cost 

savings, innovative third party vendor, third party vendor has trained 

employees and invest in technology, better contract conditions (payment 

terms, penalties, costs, KPIs, delivery), outsourcing due to lack of trained in-

house manpower, boost the core business motivation and recognize the non-

core competence areas to be outsourced, better efficiency (meet deadlines), 

better process management, profit maximization, time management, reduce 

operational and transaction costs, create new competencies, increase 

competitive advantage, better communication with the third party vendor, 

better activity/service/product quality assurance, grow relationships with 

strategic partners, lack of in-house technology, transfer responsibilities, better 

coordination with the third party vendor, third party vendor has unique 

resources, and outsource the activities where a supplier has a competitive 

advantage. 

2. The second rotated factor (due to third party optimizations and benefits) is 

most highly correlated with: better communication with the third party vendor, 

better coordination with the third party vendor, better reliability, and greater 

internationalization of sales, increase competitiveness internationally, greater 

motivation, improving the customer service delivery processes. 

3. The third rotated factor (Alternative solutions in case of third party‟s failure) is 

most highly correlated with: switch supplier with the same or lower cost but at 

the required quality, launch a new tender, review and improve KPIs, add 

penalty to the existing supplier, and improve control measures. 

4. The fourth rotated factor (main outsourced activities) is most highly correlated 

with: marketing activities, accounting activities, HR activities, customer 

support, and back office activities. 

5. The fifth rotated factor (not outsourced activities) is most highly correlated 

with: core activities and company strategies outsourcing. 
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As it can be observed from the factor analysis with varimax rotation, most of 

the factors are not correlated with each other‟s components apart from the following: 

1. “Better coordination with the third party vendor” is correlated with the first 

and second factors. 

2. “Better communication with the third party vendor” is correlated with the 

first and second factors. 

Furthermore, based on the factor analysis with varimax rotation, figure 3 

confirms the choice of eleven components with eigenvalues over 1.  

 

Figure 3: Eleven chosen factors 

In addition, table 4 shows two tests that indicate the suitability of the data for 

structure detection. The Kaiser-Meyer-Olkin Measure of Sampling Adequacy 

indicates the proportion of variance in the variables that might be caused by 

underlying factors. High values (close to 1.0) generally indicate that a factor analysis 

may be useful. If the value is less than 0.50, the results of the factor analysis 

probably will not be very useful. 

Bartlett's test of sphericity tests the hypothesis that the correlation matrix is an 

identity matrix, which indicates that the variables are unrelated and therefore 

unsuitable for structure detection. Small values (less than 0.05) of the significance 

level indicate that a factor analysis may be useful. 

In our case, the result for the KMO is higher than 0.50 and the Bartlett's test 

shows the significance less than 0.05, which means both tests proves that our data 

are useful for structure detection.  
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KMO and Bartlett’s Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .738 

Bartlett‟s Test of Sphericity Approx. Chi-Square 2549.190 

df 1035 

Sig. .000 

 

Table 4: KMO and Bartlett‟s Test by using factor analysis with varimax rotation 

4.3. Linear Regression Analysis of Questions 2, 3, 6 with dependent 

value: Cost of Q7 

The next step is to identify the impact of the company competitiveness by 

outsourcing. In order to achieve that, we need to perform a linear regression analysis 

by taking into consideration the 5 factors/components identified from the factor 

analysis with varimx rotation as independent variables and output a linear regression 

model with a dependent variable each time. In this case, the dependent variables 

have been taken from question 7 which are the following: cost, quality, delivery time, 

profit and flexibility. Question seven was selected since it examines the impact of 

outsourcing various activities on the company‟s competitiveness. Therefore, in order 

to identify which independent factors have an impact on the dependent factors, 5 

linear regression models have been performed on SPSS. 

  The first linear regression model shows which independent factors are the 

most important and affect the company competitiveness by taking into consideration 

the dependent factor: Cost. 

 In table 5, it can be seen that the first linear regression model is significant 

since the significance value is 0.000. If sig. p-value is less than 0.05, then the model 

is significant (f(5,60)=10.291, p<0.001, R2=0.462). The ANOVA table indicates which 

variables contribute the most to the group solution. Therefore, R2=0.462 is significant 

greater than 0, which means the predictors are able to account for a significant 

amount of variance. In other words, the model is significant. 
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ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 41.081 5 8.216 10.291 .000
b
 

Residual 47.904 60 .798   

Total 88.985 65    

a. Dependent Variable: Cost 

b. Predictors: (Constant), REGR factor score   5 for analysis 3, REGR factor score   4 for analysis 

3, REGR factor score   3 for analysis 3, REGR factor score   2 for analysis 3, REGR factor score   

1 for analysis 3 

Table 5: ANOVA analysis with cost as a constant value 

 

In table 6, it can be seen that the adjusted R-square represents the 

percentage of the variance in the depended variable explained by the independent 

variables. In this case, 41.7% of the variance in cost can be explained by the levels 

of the independent variables. The adjusted R-square provides an adjustment to R-

square based on the sample size and the number of the IV in the model. In this 

output, the difference between R-square and adjusted R-square is shrinkage. This 

statistic represents how much of the variance in the response is explained by the 

weighted combination of predictors. 

The closer R2 is to 1, the better the model fits. Regressing preference 

indicating that approximately 46.2% of the variance in the preference rankings is 

explained by the predictor variables in the linear regression. 

 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .679
a
 .462 .417 .894 

a. Predictors: (Constant), REGR factor score   5 for analysis 3, REGR 

factor score   4 for analysis 3, REGR factor score   3 for analysis 3, 

REGR factor score   2 for analysis 3, REGR factor score   1 for analysis 

3 

b. Dependent Variable: Cost 

Table 6: Model Summary with cost as a constant value 
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In table 7, it can be seen the regression coefficients. The regression equation 

is y=b+mx+ε, which mean in this case the equation is the following: 

y= 4.015+0.475x1+0.113x2+0.241x3+0.544x4+(-0.199x5)+ε. However, the most 

important independent factors which have big impact on the company 

competitiveness with a dependent factor the cost, are the factors 1, 3, and 4 since 

their sig. levels are less than 0.05.   

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence Interval for 

B 

B Std. Error Beta Lower Bound Upper Bound 

1 (Constant) 4.015 .110  36.506 .000 3.795 4.235 

REGR factor score   1 for 

analysis 3 

.475 .111 .406 4.289 .000 .254 .697 

REGR factor score   2 for 

analysis 3 

.113 .111 .096 1.018 .313 -.109 .334 

REGR factor score   3 for 

analysis 3 

.241 .111 .206 2.177 .033 .020 .463 

REGR factor score   4 for 

analysis 3 

.544 .111 .465 4.907 .000 .322 .765 

REGR factor score   5 for 

analysis 3 

-.199 .111 -.170 -1.791 .078 -.420 .023 

a. Dependent Variable: Cost 

Table 7: Regression coefficients with cost as a constant value 

 

In figure 4, it can be seen the scatterplot output of the residuals against the 

standardized predicted values. In general for the residuals to be randomly and 

evenly distributed around zero and falling between roughly -3 and +3 z-score units. If 

there is curvature in the residuals, then this may signal the presence of an 

unspecified non-linear relationship between one or more IV‟s and the DV. In this 

case the residuals are within -3 and +3 units.  
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Figure 4: Scatterplot with dependent variable: Cost 

 

Lastly, the Pearson correlation can be seen in table 8. The Pearson 

correlation coefficient, r, can take on values between -1 and 1.  The further away r is 

from zero, the stronger the linear relationship between the two variables.  The sign 

of r corresponds to the direction of the relationship.  If r is positive, then as one 

variable increases, the other increases.  If r is negative, then as one variable 

increases, the other decreases (Saunders, M., Lewis, P. & Thornhill, 2016).  A 

seamless linear relationship (r=-1 or r=1) means that one of the variables can be 

perfectly explained by a linear function of the other. Also, something that is not 

preferred to be observed is multi-collinearity between independent variables; as a 

rule of thumb we do not want the independent variables to correlate any stronger 

than 0.7. However, we want the independent variables to correlate to the outcome 

variable greater than 0.3.  

In this case, with constant value: cost, it can be observed that we do not have 

any multi-collinearity between the independent variables, but comparing them with 

the constant variable, factors 2,3, and 5 are not greater than 0.3. Furthermore, the 

sig. p-value of factors 1, 3 and 4 are less than 0.05, which means than the model is 

significant.  
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  Cost 

REGR 

factor 

score   1 

for 

analysis 3 

REGR 

factor 

score   2 

for 

analysis 3 

REGR 

factor 

score   3 

for 

analysis 3 

REGR 

factor 

score   4 

for 

analysis 

3 

REGR 

factor 

score   

5 for 

analysis 

3 

Pearson 

Correlation 

Cost 1.000 0.406 0.096 0.206 0.465 -0.170 

REGR factor score   1 for 

analysis 3 

0.406 1.000 0.000 0.000 0.000 0.000 

REGR factor score   2 for 

analysis 3 

0.096 0.000 1.000 0.000 0.000 0.000 

REGR factor score   3 for 

analysis 3 

0.206 0.000 0.000 1.000 0.000 0.000 

REGR factor score   4 for 

analysis 3 

0.465 0.000 0.000 0.000 1.000 0.000 

REGR factor score   5 for 

analysis 3 

-

0.170 

0.000 0.000 0.000 0.000 1.000 

Sig. (1-tailed) Cost   0.000 0.221 0.048 0.000 0.087 

REGR factor score   1 for 

analysis 3 

0.000   0.500 0.500 0.500 0.500 

REGR factor score   2 for 

analysis 3 

0.221 0.500   0.500 0.500 0.500 

REGR factor score   3 for 

analysis 3 

0.048 0.500 0.500   0.500 0.500 

REGR factor score   4 for 

analysis 3 

0.000 0.500 0.500 0.500   0.500 

REGR factor score   5 for 

analysis 3 

0.087 0.500 0.500 0.500 0.500   

N Cost 66 66 66 66 66 66 

REGR factor score   1 for 

analysis 3 

66 66 66 66 66 66 

REGR factor score   2 for 

analysis 3 

66 66 66 66 66 66 

REGR factor score   3 for 

analysis 3 

66 66 66 66 66 66 

REGR factor score   4 for 

analysis 3 

66 66 66 66 66 66 

REGR factor score   5 for 

analysis 3 

66 66 66 66 66 66 

Table 8: Pearson Correlation with cost as a constant value 
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4.4. Linear Regression Analysis of Questions 2, 3, 6 with dependent 

value: Quality of Q7 

The second linear regression model shows which independent factors are the most 

important and affect the company competitiveness by taking into consideration the 

dependent factor: Quality. 

 In table 9, it can be seen that the second linear regression model is significant 

since the significance value is 0.000. If sig. p-value is less than 0.05, then the model 

is significant (f(5,60)=12.401, p<0.001, R2=0.508). The ANOVA table indicates which 

variables contribute the most to the group solution. Therefore, R2=0.508 is significant 

greater than 0, which means the predictors are able to account for a significant 

amount of variance. In other words, the model is significant. 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 45.038 5 9.008 12.401 .000
b
 

Residual 43.583 60 .726   

Total 88.621 65    

a. Dependent Variable: Quality 

b. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR factor score   4 for analysis 

2, REGR factor score   3 for analysis 2, REGR factor score   2 for analysis 2, REGR factor score   

1 for analysis 2 

Table 9: ANOVA analysis with quality as a constant value 

 

In table 10, it can be seen that the adjusted R-square represents the 

percentage of the variance in the depended variable explained by the independent 

variables. In this case, 46.7% of the variance in quality can be explained by the 

levels of the independent variables. The adjusted R-square provides an adjustment 

to R-square based on the sample size and the number of the IV in the model. In this 

output, the difference between R-square and adjusted R-square is shrinkage. 

The closer R2 is to 1, the better the model fits. Regressing preference 

indicating that approximately 50.8% of the variance in the preference rankings is 

explained by the predictor variables in the linear regression. 
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Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .713
a
 .508 .467 .852 

a. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR 

factor score   4 for analysis 2, REGR factor score   3 for analysis 2, 

REGR factor score   2 for analysis 2, REGR factor score   1 for analysis 

2 

b. Dependent Variable: Quality 

 

Table 10: Model Summary with quality as a constant value 

 

In table 11, it can be seen the regression coefficients. The regression 

equation is y=b+mx+ε, which mean in this case the equation is the following: 

y= 3.924+0.547x1+0.292x2+0.128x3+0.510x4+(-0.181x5)+ε. However, the most 

important independent factors which have big impact on the company 

competitiveness with a dependent factor: quality, are the factors 1, 2, and 4 since 

their sig. levels are less than 0.05.   

 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 3.924 .105  37.406 .000 

REGR factor score   1 for analysis 2 .547 .106 .468 5.171 .000 

REGR factor score   2 for analysis 2 .292 .106 .250 2.764 .008 

REGR factor score   3 for analysis 2 .128 .106 .109 1.207 .232 

REGR factor score   4 for analysis 2 .510 .106 .437 4.822 .000 

REGR factor score   5 for analysis 2 -.181 .106 -.155 -1.708 .093 

a. Dependent Variable: Quality 

 

Table 11: Regression coefficients with quality as a constant value 

 

In figure 5, it can be seen the scatterplot output of the residuals against the 

standardized predicted values. In this case the residuals are within -3 and +3 units.  
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Figure 5: Scatterplot with dependent variable: Quality 

4.5. Linear Regression Analysis of Questions 2, 3, 6 with dependent 

value: Delivery Time of Q7 

The third linear regression model shows which independent factors are the most 

important and affect the company competitiveness by taking into consideration the 

dependent factor: Delivery Time. 

 In table 12, it can be seen that the third linear regression model is significant 

since the significance value is 0.001. If sig. p-value is less than 0.05, then the model 

is significant (f(5,60)=4.517, p=0.001, R2=0.273). Variables with large f values 

provide the greatest separation between the groups. Therefore, the cost and the 

quality have greater effect than the delivery time.  

The ANOVA table indicates which variables contribute the most to the group 

solution. Therefore, R2=0.273 is significant greater than 0, which means the 

predictors are able to account for a significant amount of variance. In other words, 

the model is significant. 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 29.124 5 5.825 4.517 .001
b
 

Residual 77.376 60 1.290   

Total 106.500 65    

a. Dependent Variable: Delivery time 

b. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR factor score   4 for analysis 

2, REGR factor score   3 for analysis 2, REGR factor score   2 for analysis 2, REGR factor score   

1 for analysis 2 

 

Table 12: ANOVA analysis with delivery time as a constant value 
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In table 13, it can be seen that the adjusted R-square represents the 

percentage of the variance in the depended variable explained by the independent 

variables. In this case, 21.3% of the variance in delivery time can be explained by 

the levels of the independent variables. The adjusted R-square provides an 

adjustment to R-square based on the sample size and the number of the IV in the 

model. In this output, the difference between R-square and adjusted R-square is 

shrinkage. 

The closer R2 is to 1, the better the model fits. Regressing preference 

indicating that approximately 27.3% of the variance in the preference rankings is 

explained by the predictor variables in the linear regression. 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .523
a
 .273 .213 1.136 

a. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR 

factor score   4 for analysis 2, REGR factor score   3 for analysis 2, 

REGR factor score   2 for analysis 2, REGR factor score   1 for analysis 

2 

b. Dependent Variable: Delivery time 

 

Table 13: Model Summary with delivery time as a constant value 

 

In table 14, it can be seen the regression coefficients. The regression 

equation is y=b+mx+ε, which mean in this case the equation is the following: 

y= 3.500+0.567x1+0.169x2+0.077x3+0.291x4+(-0.089x5)+ε. However, the most 

important independent factors which have big impact on the company 

competitiveness with a dependent factor: delivery time, are the factors 1 and 4 since 

their sig. levels are less than 0.05.   

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 3.500 .140  25.039 .000 

REGR factor score   1 for analysis 2 .567 .141 .443 4.023 .000 

REGR factor score   2 for analysis 2 .169 .141 .132 1.199 .235 

REGR factor score   3 for analysis 2 .077 .141 .060 .546 .587 

REGR factor score   4 for analysis 2 .291 .141 .227 2.064 .043 
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REGR factor score   5 for analysis 2 .089 .141 .070 .634 .529 

a. Dependent Variable: Delivery time 

 

Table 14: Regression coefficients with delivery time as a constant value 

 

In figure 6, it can be seen the scatterplot output of the residuals against the 

standardized predicted values. In this case the residuals are within -3 and +3 units.  

 
 

Figure 6: Scatterplot with dependent variable: Delivery Time 

4.6. Linear Regression Analysis of Questions 2, 3, 6 with dependent 

value: Profit of Q7 

The fourth linear regression model shows which independent factors are the most 

important and affect the company competitiveness by taking into consideration the 

dependent factor: profit. 

 In table 15, it can be seen that the fourth linear regression model is significant 

since the significance value is 0.001. If sig. p-value is less than 0.05, then the model 

is significant (f(5,60)=4.517, p=0.001, R2=0.430). Variables with large f values 

provide the greatest separation between the groups. Therefore, the cost and the 

quality have greater effect than the profit.  

The ANOVA table indicates which variables contribute the most to the group 

solution. Therefore, R2=0.430 is significant greater than 0, which means the 

predictors are able to account for a significant amount of variance. In other words, 

the model is significant. 
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ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 29.124 5 5.825 4.517 .001
b
 

Residual 77.376 60 1.290   

Total 106.500 65    

a. Dependent Variable: Delivery time 

b. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR factor score   4 for analysis 

2, REGR factor score   3 for analysis 2, REGR factor score   2 for analysis 2, REGR factor score   

1 for analysis 2 

 

Table 15: ANOVA analysis with profit as a constant value 

 

In table 16, it can be seen that the adjusted R-square represents the 

percentage of the variance in the depended variable explained by the independent 

variables. In this case, 38.3% of the variance in delivery time can be explained by 

the levels of the independent variables. The adjusted R-square provides an 

adjustment to R-square based on the sample size and the number of the IV in the 

model. In this output, the difference between R-square and adjusted R-square is not 

shrinkage. 

The closer R2 is to 1, the better the model fits. Regressing preference 

indicating that approximately 43% of the variance in the preference rankings is 

explained by the predictor variables in the linear regression. 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .656
a
 .430 .383 .869 

a. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR 

factor score   4 for analysis 2, REGR factor score   3 for analysis 2, 

REGR factor score   2 for analysis 2, REGR factor score   1 for analysis 

2 

b. Dependent Variable: Profit 

 

Table 16: Model Summary with profit as a constant value 

 

In table 17, it can be seen the regression coefficients. The regression 

equation is y=b+mx+ε, which mean in this case the equation is the following: 

y= 4.091+0.417x1+0.078x2+0.246x3+0.497x4+(-0.196x5)+ε. However, the most 

important independent factors which have big impact on the company 
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competitiveness with a dependent factor: profit, are the factors 1, and 4 since their 

sig. levels are less than 0.05.   

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 4.091 .107  38.261 .000 

REGR factor score   1 for analysis 2 .417 .108 .377 3.869 .000 

REGR factor score   2 for analysis 2 .078 .108 .070 .722 .473 

REGR factor score   3 for analysis 2 .246 .108 .222 2.283 .026 

REGR factor score   4 for analysis 2 .497 .108 .450 4.615 .000 

REGR factor score   5 for analysis 2 -.196 .108 -.177 -1.818 .074 

a. Dependent Variable: Profit 

 

Table 17: Regression coefficients with profit as a constant value 

 

In figure 7, it can be seen the scatterplot output of the residuals against the 

standardized predicted values. In this case the residuals are within -3 and +3 units.  

 
 

Figure 7: Scatterplot with dependent variable: Profit 

4.7. Linear Regression Analysis of Questions 2, 3, 6 with dependent 

value: Flexibility of Q7 

The fifth linear regression model shows which independent factors are the most 

important and affect the company competitiveness by taking into consideration the 

dependent factor: flexibility. 
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 In table 18, it can be seen that the fifth linear regression model is significant 

since the significance value is 0.005. If sig. p-value is less than 0.05, then the model 

is significant (f(5,60)=3.771, p=0.005, R2=0.239). Variables with large f values 

provide the greatest separation between the groups. Therefore, the cost and the 

quality have greater effect than the flexibility.  

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 20.320 5 4.064 3.771 .005
b
 

Residual 64.665 60 1.078   

Total 84.985 65    

a. Dependent Variable: Flexibility 

b. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR factor score   4 for analysis 

2, REGR factor score   3 for analysis 2, REGR factor score   2 for analysis 2, REGR factor score   

1 for analysis 2 

 

Table 18: ANOVA analysis with flexibility as a constant value 

 

In table 19, it can be seen that the adjusted R-square represents the 

percentage of the variance in the depended variable explained by the independent 

variables. In this case, 17.6% of the variance in delivery time can be explained by 

the levels of the independent variables. The adjusted R-square provides an 

adjustment to R-square based on the sample size and the number of the IV in the 

model. In this output, the difference between R-square and adjusted R-square is not 

shrinkage. 

The closer R2 is to 1, the better the model fits. Regressing preference 

indicating that approximately 24% of the variance in the preference rankings is 

explained by the predictor variables in the linear regression. 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .489
a
 .239 .176 1.038 

a. Predictors: (Constant), REGR factor score   5 for analysis 2, REGR 

factor score   4 for analysis 2, REGR factor score   3 for analysis 2, 

REGR factor score   2 for analysis 2, REGR factor score   1 for analysis 

2 

b. Dependent Variable: Flexibility 

Table 19: Model Summary with flexibility as a constant value 
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In table 20, it can be seen the regression coefficients. The regression 

equation is y=b+mx+ε, which mean in this case the equation is the following: 

y= 4.015+0.469x1+0.136x2+0.164x3+0.190x4+(-0.108x5)+ε. However, the most 

important independent factors which have big impact on the company 

competitiveness with a dependent factor: flexibility, is only factor 1 since the sig. 

level is less than 0.05.   

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 4.015 .128  31.421 .000 

REGR factor score   1 for analysis 2 .469 .129 .410 3.639 .001 

REGR factor score   2 for analysis 2 .136 .129 .119 1.053 .297 

REGR factor score   3 for analysis 2 .164 .129 .143 1.271 .209 

REGR factor score   4 for analysis 2 .190 .129 .167 1.479 .144 

REGR factor score   5 for analysis 2 -.108 .129 -.094 -.838 .405 

a. Dependent Variable: Flexibility 

 

Table 20: Regression coefficients with flexibility as a constant value 

 

In figure 8, it can be seen the scatterplot output of the residuals against the 

standardized predicted values. In this case the residuals are within -3 and +3 units.  

 
 

Figure 8: Scatterplot with dependent variable: Flexibility 
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4.8. Frequency Analysis of Question 4 

Question 4 refers to whether, in case of an outsourcing, the SMEs use total 

outsourcing, Multiple Supplier Outsourcing or Joint Venture/strategic Alliance. In 

order to identify the results, a frequency analysis was performed. 

As it can be seen in table 21 and figure 9, 21 companies voted rank 4 and 14 

companies voted rank 5, which means 35 companies prefer total outsourcing.  

 

Total Outsourcing 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 1 13 19.7 19.7 19.7 

2 7 10.6 10.6 30.3 

3 11 16.7 16.7 47.0 

4 21 31.8 31.8 78.8 

5 14 21.2 21.2 100.0 

Total 66 100.0 100.0  

 

Table 21: Frequency Analysis of Total Outsourcing 

 
Figure 9: Histogram of Total Outsourcing 
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As it can be seen in table 22 and figure 10, 24 companies voted rank 4 and 17 

companies voted rank 3, which means 41 companies median prefer supplier 

outsourcing.  

 

 

Multiple Supplier Outsourcing 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 1 10 15.2 15.2 15.2 

2 2 3.0 3.0 18.2 

3 17 25.8 25.8 43.9 

4 24 36.4 36.4 80.3 

5 13 19.7 19.7 100.0 

Total 66 100.0 100.0  

 

Table 22: Frequency Analysis of Supplier Outsourcing 

 
 

Figure 10: Histogram of Supplier Outsourcing 
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As it can be observed in table 23 and figure 11, 26 companies voted rank 1 

and 17 companies voted rank 2, which means 43 companies do not prefer Joint 

Venture/strategic.  

 

Joint Venture/strategic  Alliance 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 1 26 39.4 39.4 39.4 

2 17 25.8 25.8 65.2 

3 11 16.7 16.7 81.8 

4 8 12.1 12.1 93.9 

5 4 6.1 6.1 100.0 

Total 66 100.0 100.0  

 

Table 23: Frequency Analysis of Joint Venture/strategic   

 
 

Figure 11: Histogram of Joint Venture/strategic 

  

As it can be observed in table 24, most of SMEs prefer the Total Outsourcing and 

the Supplier Outsourcing with mean=3.24.  
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Statistics 

 

Total 

Outsourcing 

Multiple Supplier 

Outsourcing 

Joint 

Venture/strategic  

Alliance 

N Valid 66 66 66 

Missing 0 0 0 

Mean 3.24 3.42 2.20 

Std. Deviation 1.426 1.278 1.255 

Variance 2.033 1.633 1.576 

Range 4 4 4 

Sum 214 226 145 

Percentiles 25 2.00 3.00 1.00 

50 4.00 4.00 2.00 

75 4.00 4.00 3.00 

Table 24: Statistics of Frequency Analysis of Q4   

4.9. Frequency Analysis of Question 5 

Question 5 is another important question which determines based on the 

responses whether SMEs outsource their core activities/services. 

As it can be observed in table 25, 39 out of 66 responses state that they 

would not outsource their core activities/services. Furthermore, 13 out of 66 

responses state that they would outsource their core activities/services and 14 out of 

66 responses state that in order to outsource their core business would depend on 

different variables.  

Also, this can be observed in figure 12, where the pie chart clearly shows that 

majorly SMEs does not outsource their core business. 

Would the company, that you work for, outsource any core 

activity/service/product? 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Depends on the variables 14 21.2 21.2 21.2 

No 39 59.1 59.1 80.3 

Yes 13 19.7 19.7 100.0 

Total 66 100.0 100.0  

Table 25: Frequency Analysis of Q5  
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Figure 12: Pie Chart of outsourcing core activities/services/product 

4.10. Frequency Analysis of Question 8 

Question 8 investigates which management practices are preferred by the 

Cypriot SMEs through the outsourcing process and at what degree. As it can be 

seen in table 26, the mean and standard deviation is identified for every practice. 

 

Table 26: Mean and St. Deviation of Question 8  
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Based on the mean of every practice, in table 27 is shown the preferred practices 

sorted form the highest to the lowest: 

Management Practices Mean 

Executive management meeting to discuss about the related activity to be 
outsourced (advantages, disadvantages of outsourcing the related activity) 

4.03 

Why (reduce costs, improve quality) and what to outsource discussion on 
management level 

3.83 

Create and assess the business process outsourcing consequences before 
execution 

3.80 

Evaluate the existing business processes and design business process 
outsourcing plan 

3.79 

Assess the long-run shifts in the cost position of the competitors relative to 
your own 

3.77 

What can be done to improve the firm‟s vulnerability by structuring 
arrangements with vendors to provide appropriate controls for necessary 

flexibilities 

3.74 

Identify and outsource non-core activities on management level 3.68 

Identify and outsource core activities on management level 3.64 

Constructing a value chain, a diagram that shows the value added at each 
step in the whole market process and exposes shifting cost components 

3.61 

Factor the implication of future inflation into your own costs and those of the 
competition 

3.55 

Team with the team leader discussion regarding the outsource of the 
related activity 

2.80 

Meeting with the team and the team manager related to the activity to be 
outsourced 

2.80 

 

Table 27: Preferred practises sorted by mean 

4.11. Frequency Analysis of Question 9 

Question 9 determines the problems appear after the completion of the 

outsourcing activity within the Cypriot SMEs. Table 28 shows the mean and std. 

deviation of the problems appear. It must be highlighted that the most voted problem 

appears after the completion of the outsourcing activity is the “Communication and 

coordination problems”. 
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Statistics 

 

Reliance on the 

suppliers and 

changing 

cooperative to 

opportunistic 

behaviour of the 

supplier 

Not updated 

with new 

technological 

opportunities for 

product and 

process 

innovations 

Communication 

and coordination 

problems 

Rational 

distance 

between 

suppliers and 

company 

Controls levels 

over the 

outsourced 

functions 

N Valid 66 66 66 66 66 

Missing 0 0 0 0 0 

Mean 2.98 2.32 3.05 2.92 3.02 

Std. Error of Mean .147 .122 .150 .161 .123 

Median 3.00 2.00 3.00 3.00 3.00 

Std. Deviation 1.196 .995 1.221 1.305 1.000 

Variance 1.431 .990 1.490 1.702 1.000 

Range 4 4 4 4 4 

Minimum 1 1 1 1 1 

Maximum 5 5 5 5 5 

Table 28: Mean and St. Deviation of Question 9  

Based on the mean of every problem, table 29 presents the problems sorted form 

the highest to the lowest: 

 

Problems appear after the completion of the outsourcing activity Mean 

Communication and coordination problems 3.05 

Controls levels over the outsourced functions 3.02 

Reliance on the suppliers and changing cooperative to opportunistic behaviour 
of the supplier 

2.98 

Rational distance between suppliers and company 2.92 

Not updated with new technological opportunities for product and process 
innovations 

2.32 

Table 29: Problems appear after the completion of the outsourcing activity sorted by 

mean 
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4.12. Correlation Analysis of Questions 8 & 9 

Finally, correlating variables from all categories of questions 8 and 9 in the 

questionnaire, we see that in most places there is a positive correlation and all 

correlations are statistically significant as it can be seen in table 30 (correlations 

highlighted in light green). The highest correlations are shown between the following 

variables: 

1. Executive management meeting to discuss about the related activity to be 

outsourced (advantages, disadvantages of outsourcing the related activity) 

2. Constructing a value chain, a diagram that shows the value added at each 

step in the whole market process and exposes shifting cost components 

3. Assess the long-run shifts in the cost position of the competitors relative to 

your own 

4. Factor the implication of future inflation into your own costs and those of the 

competition 

5. Evaluate the existing business processes and design business process 

outsourcing plan 

6. Create and assess the business process outsourcing consequences before 

execution 

7. What can be done to improve the firm‟s vulnerability by structuring 

arrangements with vendors to provide appropriate controls for necessary 

flexibilities 

8. Identify and outsource non-core activities on management level 

9. Identify and outsource core activities on management level 

10. Why (reduce costs, improve quality) and what to outsource discussion on 

management level 
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Correlations 

  

Identify 
and 

outsourc
e non-
core 

activities 
on 

manage
ment 
level 

Identify 
and 

outsourc
e core 

activities 
on 

manage
ment 
level 

Why 
(reduce 
costs, 

improve 
quality) 

and 
what to 

outsourc
e 

discussi
on on 

manage
ment 
level 

Team 
with 
the 

team 
leader 
discus
sion 

regardi
ng the 
outsou
rce of 

the 
related 
activity 

Meetin
g with 

the 
team 
and 
the 

team 

manag
er 

related 
to the 
activity 
to be 

outsou
rced 

Executiv
e 

manage
ment 

meeting 
to 

discuss 
about the 
related 

activity to 

be 
outsourc

ed 
(advanta

ges, 
disadvant
ages of 

outsourci
ng the 
related 
activity) 

Constru
cting a 
value 

chain, a 
diagram 

that 
shows 

the 
value 
added 
at each 
step in 

the 
whole 
market 
process 

and 
exposes 
shifting 

cost 
compon

ents 

Assess 
the 

long-
run 

shifts in 
the 
cost 

position 
of the 

compet
itors 

relative 
to your 

own 

Factor 
the 

implicat
ion of 
future 
inflatio
n into 

your 
own 
costs 
and 

those 
of the 

compet
ition 

Evaluat
e the 

existing 
busines

s 
proces

ses 
and 

design 
busines

s 
proces

s 
outsour

cing 
plan 

Create 
and 

assess 
the 

business 
process 

outsourci
ng 

consequ
ences 
before 

execution 

What 
can be 
done to 
improve 
the firm‟s 
vulnerabi

lity by 
structurin

g 
arrange
ments 

with 
vendors 

to 
provide 
appropri

ate 
controls 

for 
necessar

y 
flexibilitie

s 

Relianc
e on the 
supplier
s and 

changin
g 

coopera
tive to 

opportu
nistic 

behavio
ur of the 
supplier 

Not 
updated 
with new 
technolo

gical 
opportu
nities for 
product 

and 
process 
innovati

ons 

Communi
cation and 

coordinati
on 

problems 

Ratio
nal 

distan
ce 

betwe

en 
suppli

ers 
and 

comp
any 

Control
s 

levels 
over 

the 
outsou
rced 

functio
ns 

Identify 
and 
outsource 
non-core 
activities 
on 
managem
ent level 

Pearso
n 
Correl
ation 

1 .700
**
 .486

**
 0.01 -0.069 .256

*
 .434

**
 .348

**
 .469

**
 .408

**
 .427

**
 .462

**
 0.03 -0.072 0.011 0.097 0.031 

Sig. (2-
tailed) 

  0 0 0.935 0.583 0.038 0 0.004 0 0.001 0 0 0.809 0.564 0.933 0.436 0.803 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Identify 
and 
outsource 
core 
activities 
on 
managem
ent level 

Pearso
n 
Correl
ation 

.700
**
 1 .742

**
 0.115 0.07 .289

*
 .620

**
 .532

**
 .551

**
 .529

**
 .532

**
 .391

**
 0.162 -0.028 0.201 0.207 0.132 

Sig. (2-
tailed) 

0   0 0.357 0.575 0.019 0 0 0 0 0 0.001 0.193 0.825 0.105 0.095 0.289 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Why 
(reduce 
costs, 
improve 
quality) 
and what 
to 
outsource 
discussio
n on 
managem
ent level 

Pearso
n 
Correl
ation 

.486
**
 .742

**
 1 0.02 0.083 .433

**
 .721

**
 .731

**
 .752

**
 .708

**
 .707

**
 .600

**
 .243

*
 0.058 .380

**
 .314

*
 .282

*
 

Sig. (2-
tailed) 

0 0   0.871 0.51 0 0 0 0 0 0 0 0.05 0.646 0.002 0.01 0.022 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 
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Team with 
the team 
leader 
discussio
n 
regarding 
the 
outsource 
of the 
related 
activity 

Pearso
n 
Correl
ation 

0.01 0.115 0.02 1 .822
**
 .291

*
 0.125 .253

*
 -0.057 0.097 0.121 0.008 0.178 .273

*
 0.106 0.042 .327

**
 

Sig. (2-
tailed) 

0.935 0.357 0.871   0 0.018 0.317 0.04 0.65 0.437 0.334 0.95 0.152 0.026 0.397 0.74 0.007 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Meeting 
with the 
team and 
the team 
manager 
related to 
the 
activity to 
be 
outsource
d 

Pearso
n 
Correl
ation 

-0.069 0.07 0.083 .822
**
 1 .362

**
 .248

*
 .327

**
 0.089 0.125 0.202 0.03 0.158 0.156 0.048 0.01 0.232 

Sig. (2-
tailed) 

0.583 0.575 0.51 0   0.003 0.044 0.007 0.479 0.316 0.104 0.811 0.205 0.212 0.702 0.937 0.061 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Executive 
managem
ent 
meeting 
to discuss 
about the 
related 
activity to 
be 
outsource
d 
(advantag
es, 
disadvant
ages of 
outsourcin
g the 
related 
activity) 

Pearso
n 
Correl
ation 

.256
*
 .289

*
 .433

**
 .291

*
 .362

**
 1 .628

**
 .663

**
 .457

**
 .641

**
 .577

**
 .586

**
 0.174 0.05 0.242 .297

*
 .385

**
 

Sig. (2-
tailed) 

0.038 0.019 0 0.018 0.003   0 0 0 0 0 0 0.162 0.689 0.05 0.015 0.001 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Constructi
ng a value 
chain, a 
diagram 
that 
shows the 
value 
added at 
each step 
in the 
whole 
market 
process 
and 

Pearso
n 
Correl
ation 

.434
**
 .620

**
 .721

**
 0.125 .248

*
 .628

**
 1 .826

**
 .732

**
 .750

**
 .739

**
 .573

**
 .291

*
 -0.062 .292

*
 0.171 .319

**
 

Sig. (2-
tailed) 

0 0 0 0.317 0.044 0   0 0 0 0 0 0.018 0.62 0.018 0.17 0.009 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 
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exposes 
shifting 
cost 
compone
nts 

Assess 
the long-
run shifts 
in the cost 
position of 
the 
competito
rs relative 
to your 
own 

Pearso
n 
Correl
ation 

.348
**
 .532

**
 .731

**
 .253

*
 .327

**
 .663

**
 .826

**
 1 .778

**
 .823

**
 .720

**
 .664

**
 0.206 -0.003 .286

*
 0.179 .383

**
 

Sig. (2-
tailed) 

0.004 0 0 0.04 0.007 0 0   0 0 0 0 0.098 0.981 0.02 0.149 0.002 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Factor the 
implicatio
n of future 
inflation 
into your 
own costs 
and those 
of the 
competitio
n 

Pearso
n 
Correl
ation 

.469
**
 .551

**
 .752

**
 -0.057 0.089 .457

**
 .732

**
 .778

**
 1 .780

**
 .725

**
 .764

**
 0.072 -0.139 0.188 0.21 0.191 

Sig. (2-
tailed) 

0 0 0 0.65 0.479 0 0 0   0 0 0 0.564 0.267 0.131 0.091 0.125 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Evaluate 
the 
existing 
business 
processes 
and 
design 
business 
process 
outsourcin
g plan 

Pearso
n 
Correl
ation 

.408
**
 .529

**
 .708

**
 0.097 0.125 .641

**
 .750

**
 .823

**
 .780

**
 1 .833

**
 .768

**
 .290

*
 0.168 .404

**
 .329

**
 .393

**
 

Sig. (2-
tailed) 

0.001 0 0 0.437 0.316 0 0 0 0   0 0 0.018 0.176 0.001 0.007 0.001 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Create 
and 
assess 
the 
business 
process 
outsourcin
g 
conseque
nces 
before 
execution 

Pearso
n 
Correl
ation 

.427
**
 .532

**
 .707

**
 0.121 0.202 .577

**
 .739

**
 .720

**
 .725

**
 .833

**
 1 .698

**
 0.13 0.068 .298

*
 .263

*
 .253

*
 

Sig. (2-

tailed) 
0 0 0 0.334 0.104 0 0 0 0 0   0 0.298 0.587 0.015 0.033 0.04 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 
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What can 
be done 
to 
improve 
the firm‟s 
vulnerabili
ty by 
structurin
g 
arrangem
ents with 
vendors 
to provide 
appropriat
e controls 
for 
necessary 
flexibilities 

Pearso
n 
Correl
ation 

.462
**
 .391

**
 .600

**
 0.008 0.03 .586

**
 .573

**
 .664

**
 .764

**
 .768

**
 .698

**
 1 0.168 0.074 .288

*
 .394

**
 .249

*
 

Sig. (2-
tailed) 

0 0.001 0 0.95 0.811 0 0 0 0 0 0   0.177 0.554 0.019 0.001 0.044 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Reliance 
on the 
suppliers 
and 
changing 
cooperativ
e to 
opportuni
stic 
behaviour 

of the 
supplier 

Pearso
n 
Correl
ation 

0.03 0.162 .243
*
 0.178 0.158 0.174 .291

*
 0.206 0.072 .290

*
 0.13 0.168 1 .431

**
 .622

**
 .413

**
 .296

*
 

Sig. (2-
tailed) 

0.809 0.193 0.05 0.152 0.205 0.162 0.018 0.098 0.564 0.018 0.298 0.177   0 0 0.001 0.016 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Not 
updated 
with new 
technologi
cal 
opportunit
ies for 
product 
and 
process 
innovation
s 

Pearso
n 
Correl
ation 

-0.072 -0.028 0.058 .273
*
 0.156 0.05 -0.062 -0.003 -0.139 0.168 0.068 0.074 .431

**
 1 .444

**
 .292

*
 .366

**
 

Sig. (2-
tailed) 

0.564 0.825 0.646 0.026 0.212 0.689 0.62 0.981 0.267 0.176 0.587 0.554 0   0 0.018 0.002 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Communi
cation and 
coordinati
on 
problems 

Pearso
n 
Correl
ation 

0.011 0.201 .380
**
 0.106 0.048 0.242 .292

*
 .286

*
 0.188 .404

**
 .298

*
 .288

*
 .622

**
 .444

**
 1 .707

**
 .604

**
 

Sig. (2-
tailed) 

0.933 0.105 0.002 0.397 0.702 0.05 0.018 0.02 0.131 0.001 0.015 0.019 0 0   0 0 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Rational 
distance 
between 
suppliers 

Pearso
n 
Correl
ation 

0.097 0.207 .314
*
 0.042 0.01 .297

*
 0.171 0.179 0.21 .329

**
 .263

*
 .394

**
 .413

**
 .292

*
 .707

**
 1 .579

**
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and 
company 

Sig. (2-
tailed) 

0.436 0.095 0.01 0.74 0.937 0.015 0.17 0.149 0.091 0.007 0.033 0.001 0.001 0.018 0   0 

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

Controls 
levels 
over the 
outsource
d 
functions 

Pearso
n 
Correl
ation 

0.031 0.132 .282
*
 .327

**
 0.232 .385

**
 .319

**
 .383

**
 0.191 .393

**
 .253

*
 .249

*
 .296

*
 .366

**
 .604

**
 .579

**
 1 

Sig. (2-
tailed) 

0.803 0.289 0.022 0.007 0.061 0.001 0.009 0.002 0.125 0.001 0.04 0.044 0.016 0.002 0 0   

N 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

Table 30: Correlation between all variables included in questions 8 and 9 
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4.13. Summary of Findings 

Based on the above, the findings of the present study can be summarized as follows: 

 The most important factors influencing the Cypriot SMEs to outsource a 

service/activity/product are the following: 

1. Third-party relationship and benefits for both parties 

2. Third party optimizations and benefits 

3. The alternative solutions in case of third party failure 

4. Which main activities will be outsourced 

5. Which activities will not be outsourced 

 The factors which impact the company competitiveness by outsourcing taking 

into consideration the cost are the following: 

1. Third-party relationship and benefits for both parties 

2. The alternative solutions in case of third party failure 

3. Which main activities will be outsourced 

 The factors which impact the company competitiveness by outsourcing taking 

into consideration the quality are the following: 

1. Third-party relationship and benefits for both parties 

2. Third party optimizations and benefits 

3. Which main activities will be outsourced 

 The factors which impact the company competitiveness by outsourcing taking 

into consideration the delivery time are the following: 

1. Third-party relationship and benefits for both parties 

2. Which main activities will be outsourced 

 The factors which impact the company competitiveness by outsourcing taking 

into consideration the profit are the following: 

1. Third-party relationship and benefits for both parties 

2. Which main activities will be outsourced 

 The factor which impact the company competitiveness by outsourcing taking 

into consideration the flexibility is the following: 

1. Third-party relationship and benefits for both parties  
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 The most voted outsourcing type within the Cypriot SMEs is the Multiple-

Supplier Outsourcing, then the Total Outsourcing and lastly the Joint 

Venture/strategic Alliance 

 The Cypriot SMEs highly voted that they would not outsource any core 

activity/service/product 

 The most voted management practices which are preferred by the Cypriot 

SMEs through the outsourcing process are the following:  

1. Executive management meeting to discuss about the related activity to be 

outsourced (advantages, disadvantages of outsourcing the related 

activity) 

2. Why (reduce costs, improve quality) and what to outsource discussion on 

management level 

3. Create and assess the business process outsourcing consequences 

before execution 

 The most critical and highlighted problems appear after the completion of the 

outsourcing activity within the Cypriot SMEs are the following: 

1. Communication and coordination problems 

2. Controls levels over the outsourced functions 

3. Reliance on the suppliers and changing cooperative to opportunistic 

behaviour of the supplier 

 The most important correlated variables which affect the management 

practise and the problems appears after outsourcing within the Cypriot SMEs 

are the following:  

1. Executive management meeting to discuss about the related activity to be 

outsourced (advantages, disadvantages of outsourcing the related activity) 

2. Constructing a value chain, a diagram that shows the value added at each 

step in the whole market process and exposes shifting cost components 

3. Assess the long-run shifts in the cost position of the competitors relative to 

your own 

4. Factor the implication of future inflation into your own costs and those of 

the competition 

5. Evaluate the existing business processes and design business process 

outsourcing plan 
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6. Create and assess the business process outsourcing consequences 

before execution 

7. What can be done to improve the firm‟s vulnerability by structuring 

arrangements with vendors to provide appropriate controls for necessary 

flexibilities 

8. Identify and outsource non-core activities on management level 

9. Identify and outsource core activities on management level 

10. Why (reduce costs, improve quality) and what to outsource discussion on 

management level 
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5. Chapter 5 Conclusions & Recommendations 

5.1. Findings of the Study 

This chapter presents and discusses the conclusions that emerged from the 

analysis of the data. The limitations of the present study are also mentioned and 

suggestions are made for the improvement of the present research. 

The research objectives have been achieved and met to the point where the 

research hypotheses have been validated and the research questions have been 

answered. 

The overall research objective of this paper was to identify the factors influencing 

the outsourcing decision in the Cypriot SME‟s as well as the impact on the company 

competitiveness.  

As previously discussed, outsourcing a momentum has been gained in the 

recent years, so knowledge of how and why should outsource an 

activity/service/product would be helpful for the companies to build the right 

strategies. The literature records extensive studies that have documented the factors 

influencing international SMEs to outsource various services or activities. The main 

purpose of this study was to analyse and add important findings to the literature by 

investigating the factors influencing the outsourcing decision in the Cypriot SME‟s as 

well as the impact on the company competitiveness. For these purposes, descriptive 

and correlation analysis was performed using the SPSS software.  

5.1.1. Conclusions of the First Objective 

The first objective of the research was to identify the factors influencing the 

outsourcing decision in the Cypriot SMEs. 

As it was described in the literature SMEs with resource limitations should 

outsource their accounting services (Everaert, P., Sarens, G., & Rommel, 2010). 

Also, cost reduction, operational expenses reduction, better quality assurance and 

efficiency were few of the reasons in order to focus on the core competencies and 

boost the core business motivation (Dante Di Gregorio, Martina Musteen, 2009). 

Furthermore, based on the study of (Zahra Kavosi, Hamed Rahimi, Saeideh 

Khanian, Payam Farhadi, 2018), it was identified that in the healthcare sector, the 

correct strategy, quality, technology, management, performance features, and 
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economy were identified as the critical factors for outsourcing. In this study, based 

on the question 2 of the questionnaire, it was identified that cost savings, profit 

maximization, maximizing productivity, and increase competitiveness internationally 

were the most critical factors which are taken into consideration for the outsourcing 

decision in the Cypriot SMEs.  

 Question 3 of the questionnaire also identifies the measures which are taken 

into consideration in order to control the outsourcing process. In the literature review 

it was stated from various articles that once a service/activity/product has been 

outsourced a level of strategic controls such as KPIs, penalties in case of failure 

(Mohamed M. Montaseb, Mohamed A. Ragheb, Aiman A. Ragab, 2018) should be 

implemented in order to reduce risks(K. Matthew Gilleya, Charles R. Greerb, 2004). 

In this study it was identified that most of the Cypriot SMEs have endorsed that in 

case of outsourcing the levels of controls that should be applied are: review and 

improve KPIs, improve control measures based on the outsourced service, and 

switch supplier with the same or lower cost at the requested quality.   

Therefore, it must be noted that the results from this study regarding the 

Cypriot SMEs are very similar to the literature articles which are referred to 

International SMEs. 

5.1.2. Conclusions of the Second Objective and Third Objective 

The second objective of the research was to identify what is the impact on the 

company‟s competitiveness. Moreover, the third objective which is also related to the 

second objective was to develop regression models with independent variables the 

outsourcing management process factors and dependent variables the company‟s 

competitive priorities. In order to obtain the second the third objective of the study, 

linear regression model was applied via SPSS taking into consideration the in 

dependent variable of questions 2,3,6 and dependent variables of question 7 as 

described in the results chapter. Also, without any regression models, question 7 

each self confirms that outsourcing has a significant impact on the cost, profit and 

flexibility as voted by per the participated Cypriot SMEs. 

However, by using the linear regression model with varimax, it was obtained that by 

taking into account the cost as dependent variable from question 7, it was obtained 

that the independent factors 1 (Third party relationship and benefits for both 

companies), 3 (Alternative solutions in case of third party‟s failure), and 4 (main 
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outsourced activities) are affecting the competiveness of the Cypriot SMEs. In the 

second assumption, by taking into account the quality as dependent variable from 

question 7, it was obtained that the independent factors 1 (Third party relationship 

and benefits for both companies), 2 (due to third party optimizations and benefits), 

and 4 (main outsourced activities) are affecting the competiveness of the Cypriot 

SMEs. In the third assumption, by taking into account the delivery time as dependent 

variable from question 7, it was obtained that the independent factors 1 (Third party 

relationship and benefits for both companies) and 4 (main outsourced activities) are 

affecting the competiveness of the Cypriot SMEs. In the fourth assumption, by taking 

into account the profit as dependent variable from question 7, it was obtained that 

the independent factors 1 (Third party relationship and benefits for both companies) 

and 4 (main outsourced activities) are affecting the competiveness of the Cypriot 

SMEs. Lastly, by taking into account the flexibility as dependent variable from 

question 7, it was obtained that the independent factor 1 (Third party relationship and 

benefits for both companies) is affecting the competiveness of the Cypriot SMEs.  

5.1.3. Conclusions of the Fourth Objective 

The fourth objective was to formulate proposals, based on the different 

features/activities of the company, whether to outsource various services/activities.  

Based on (Willcocks, 1998), there are different types of outsourcing; total 

outsourcing, multiple supplier outsourcing, and joint venture/strategic alliance. Every 

type can be implementing depending on the service/activity/product to be outsourced 

and the relevant partnership to be established. Also in order to make the right 

decision to outsource activities different theories/approaches, strategies and factors 

should be taken into account. In this study, question 4 results identify what types of 

outsourcing are preferred by the Cypriot SMEs. The results show that the Cypriot 

SMEs prefer to have in place multiple suppliers outsourcing and total outsourcing 

rather than Joint Ventures/strategic alliance.  

The core competency perspective is useful in prompting serious consideration 

about the functions which are truly cost-effective done in-house and the ones which 

are outsourced, without any loss to future requirements in expertise (Vytautas 

Boguslauskas, 2009). It is less useful when some of the functions are core, but most 

of the tasks involved could be outsourced, as it would be cheaper to do that. In our 

study question 5 shows that 59% of the Cypriot SMEs would not outsource their core 
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competencies. On the other hand, 19.7% of the Cypriot SMEs participated in the 

questionnaire, would outsource their core competencies and 21.2% would outsource 

their core competencies under conditions and various variables. Therefore, as an 

outcome most of the Cypriot SMEs would not outsource their core competencies due 

to question 2 factors including cost savings as observed in the literature for the 

International SMEs. 

Also, as written in the literature, Booz Allen (Jackson, T., Iloranta, K. and 

McKenzie, 2001) introduced a framework which helped the companies to avoid risks 

and dangers in order to have a better result by using their own abilities. The 

framework contains the following six steps: 

1. Assess the functions and distinguish strategic priority and risks 

2. Explore  the market  

3. Analysis of internal and external capabilities 

4. Economic assessment  

5. Identify skills to manage the supplier and new processes 

In our study in question 8, the Cypriot SMEs participated voted that the top practices 

apply during the outsourcing process from the top managements are the following: 

 Executive management meeting to discuss about the activities to be 

outsourced 

 Assess the long-run shifts in the cost position of the competitors relative to 

your own 

 Evaluate the existing business processes and design business process 

outsourcing plan 

 Create and assess the business process outsourcing consequences before 

execution 

 Why (reduce costs, improve quality) and what to outsource discussion on 

management level 

As it can be observed the results of question 8 are quite different comparing with the 

international SMEs. Different measures are applied.   

Based on MTN Irancell (Momme, 2002) article, the key business process 

outsourcing problems identified were the following: 
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1. Reliance on the suppliers and changing cooperative to opportunistic 

behaviour of the supplier 

2. Not updated with new technological opportunities for product and process 

innovations 

3. Communication and coordination problems 

4. Rational distance between suppliers and company 

5. Controls levels over the outsourced functions 

In our study, in question 9 results, it was identified and voted by the Cypriot SMEs 

that the most important problems appear after the completion of the outsourcing are 

the following: 

1. Communication and coordination problems 

2. Rational distance between suppliers and company 

3. Reliance on the suppliers and changing cooperative to opportunistic 

behaviour of the supplier 

5.2. Conclusion 

The research was conducted to investigate the factors influencing the 

outsourcing decision in the Cypriot SMEs and the impact on the company 

competitiveness.  

Outsourcing involves investigation of all activities, starting with determining 

whether outsourcing is warranted and concluding with engaging and monitoring 

outsourced services if appropriate. Outsourcing decisions should start with analysing 

the current situation carefully; by examining the problems that gave rise to 

considering outsourcing and evaluating all available internal and external 

alternatives. If all efforts are taken, the company can ensure that the knowledge and 

highly talented employees are maintained in the company. The Cypriot SMEs should 

also keep in mind the economic aspect of ensuring cost reduction as a result of 

outsourcing operations as well as the strategic evaluation, relationship commitment 

and contractual completeness. However, there are several issues which can be 

unknown about outsourcing such as the benefits and effects based on what and how 

a service or product will be outsourced and in what industry.  

Outsourcing is the future for a number of Cypriot SMEs in different industries 

by also impacting their competitiveness performance. Global economic incorporation 
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as well as technological developments assures an impact on actual jobs of people in 

Cyprus. 

The findings pointed out that there were many factors that affect the decision 

to outsourcing for many Cypriot SMEs. However, the findings suggested that these 

factors can produce a higher competitive advantage, and employee perspectives 

should be watched closely by organisations when they are deciding to outsource the 

various activities. 

It is clear that this study addressed its stated aims, and provided outcomes 

that were generally positive. 

5.3. Limitations 

The present study had the following limitations: 

1. Because convenience sampling was performed, the survey results are 

specific, so the findings cannot be considered to apply to all Cypriot SMEs, 

but only to the participated ones.  

2. The views of the participated SMEs were not investigated in depth, as the 

research was quantitative and the questionnaire was structured. 

3. In the questionnaire it was not asked the type of the industry of each Cypriot 

SME, so it the results cannot represent all Cypriot SMEs. 

5.4. Future Research 

To improve the present study, the following proposals are suggested: 

1. Quantitative surveys with a larger sample of Cypriot SMEs and random 

sampling so more specific results can be obtained. 

2. Qualitative surveys with interviews so that the views of the participants can be 

explored in more depth. 

3. Comparative surveys with international countries to investigate possible 

similarities and differences in the factors that affect the SMEs positively or 

negatively. 

4. Investigate more detailed factors that may influence the Cypriot SMEs 

decision to outsource various services/activities/products. 
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