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Abstract
Offshoring is a hot topic in the industrial and academic community over the last few years, evolving
from a focus on manufacturing to product development and R&D. Offshoring refers to the process of
sourcing and coordinating tasks across national borders and can include both in-house and outsourced
activities performed by a supplier. There is a lot of research guiding the decision of what, where and
how to offshore, but research on how to implement offshoring strategies is rare. The purpose of this
dissertation is to contribute to the knowledge on how companies deal with offshoring in practice,
relating to strategy, planning and routines. It discusses what type of capabilities that is needed to gain
the benefits of offshoring implementations.

The research builds on case studies from two multinational companies offshoring product development
from Sweden to captive and offshore development centres in India and China through a series of
interviews, review of business documentation and other types of active engagements over time.

This research highlights how the development and implementation of offshoring can be better
understood by focusing on the middle management in the organization and how they relate to the top
management directives when implementing an offshoring strategy.  The thesis contributes to existing
theory by explaining offshoring as a process, situated in a certain context and time. It defines key
routines and capabilities needed to facilitate offshoring of complex product systems. Including context,
timing and sequence when analysing offshoring help explain why some organizations fail to implement
offshoring initiatives.

The companies had an iterative learning process to deal with offshoring, and inclusion of all levels in an
organization was highlighted as a key success factor for the implementation of offshoring. The results
extend current understanding of offshoring of complex products to Asia and provide useful guidelines
for managers on the key issues they need to consider.
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I 
 

Sammanfattning 
 

 

”Offshoring”, eller global produktutveckling har under de senaste åren varit ett 
omdiskuterat ämne inom både industrin och akademin. Trenden har skiftat från att 
fokusera på tillverkning till att även flytta produktutveckling och FoU utomlands. 
Offshoring som begrepp inkluderar både förflyttning av aktiviteter internt samt 
aktiviteter som läggs ut på en leverantör utomlands (outsourcing). Det finns en hel 
del forskning som vägleder beslut om vad, var och hur företag bör flytta 
verksamhet utomlands men litteratur kring hur företagen bör organisera 
genomföringen av dessa strategier är fortfarande begränsad. Syftet med 
avhandlingen är att bidra till kunskapen om hur företag hanterar offshoring i 
praktiken - kopplat till strategi, planering och processer. Den lyfter fram vilka 
organisatoriska förmågor som krävs för att nyttja fördelarna med offshoring. 

Forskningen bygger på fallstudier från två multinationella företag som flyttat 
produktutveckling från Sverige till Indien eller Kina. Intervjustudier, 
affärsdokumentation och andra typer av datainsamling har skett kontinuerligt i de 
projekt som studerats. Studierna inkluderar samarbete med en indisk leverantör 
samt de produktutvecklingsprojekt som flyttades till företagens nybildade 
forskningsenheter i Kina och Indien.  

Avhandlingen belyser hur utvecklingen och genomförandet av offshoring kan 
stödjas genom att fokusera på mellancheferna i organisationen och hur de förhåller 
sig till de ledningens direktiv när de genomför en offshoring/outsourcing-strategi. 
Avhandlingen bidrar till befintlig teori genom att beskriva offshoring-processens 
olika faser och hur den påverkas av motiv, tidigare erfarenheter, organisatorisk 
förmåga samt engagemang från olika nivåer i organisationen.  

Avhandlingen ifrågasätter hur industrin och forskningen enbart fokuserar på 
företagens motiv till offshoring och föreslår istället ett bättre stöd för att genomföra 
kunskapsöverföring och involvera medarbetare på alla nivåer i organisationen. 
Avhandlingen belyser hur hanteringen av offshoring av komplexa produkter kan 
förbättras genom att utveckla de organisatoriska förmågorna kring teknik, 
relationshantering och kunskapsrelaterade processer. Företagens förmåga att 
hantera offshoring är en kontinuerlig inlärningsprocess där integration av alla nivåer 
i organisationen lyfts fram som en viktig framgångsfaktor. Resultaten utvecklar 
förståelsen av offshoring av komplexa produkter till Asien och ger riktlinjer för 
chefer kring de centrala frågor som behöver hanteras för att lyckas med offshoring 
på ett långsiktigt hållbart sätt. 
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1.  Introduction 
 
This chapter introduces and describes the research area: the development and 
implementation of offshoring strategies in research, development, and engineering. The 
background and the objective of the research are presented, leading to the research 
questions and delimitations of the thesis. Finally, an overview of the thesis is presented.  

1.1 The importance of offshoring 
Globalization has had a major impact on the practice of product development 
across a wide range of industries, where the emerging paradigm involves skilled 
teams of engineers distributed around the globe to develop products in 
collaboration. Global Product Development (GPD) emerged as a best practice in 
product development as co-located cross-functional teams were accepted as a 
highly effective way of facilitating close collaboration among engineering, 
marketing, manufacturing, and supply-chain functions [Eppinger and Chitkara, 
2006]. There are multiple benefits: greater engineering efficiency through the use of 
low-cost resources, easier access to international technical expertise, adapting 
products for the global market, and gaining a flexible product development 
resource allocation. As a mechanism of globalization, offshoring is seen as one of 
the most important shifts in the industry today, a transformation impacting both 
the company-level strategies for distribution of work and the day-to-day activities of 
individual employees.  It is generally referred to as a process of sourcing and 
coordinating tasks and business functions across national borders [Lewin et al., 
2009]. Offshoring includes both outsourcing to an offshore vendor and 
establishment of captive centres offshore.  

The trend of offshoring started with production and has since included support, 
maintenance, product development & R&D. The management of offshoring is a 
peripheral yet important aspect of management of product development that is 
crucial to compete among multinational enterprises today. Offshoring is one of the 
means by which companies reduce costs, taking advantage of the suppliers‟ 
economies of scale and lower wages [Bengtsson et al., 2009]. A company‟s decision 
to outsource can also be based on strategic motives, for example, to gain access to 
the local market [Goldbrunner et al., 2006; Mao et al., 2008], or to gain access to 
new technology, competence, and innovation [Bengtsson et al., 2009].The problem 
found is that offshoring does not always fulfill the expectations of a profitable 
strategy, due to cultural issues, hidden costs of transfer and knowledge transfer, lack 
of infrastructure, etc., and the implications of not getting it right may have a 
significant impact on business [Larsen et al., 2013]. Research determining whether 
offshoring contributes to the productivity of organizations or not is inconclusive 
[Olsen, 2006], indicating that there are still questions to be answered in both theory 
and practice in terms of when offshoring and outsourcing is a viable strategy. The 
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internationalization of business and offshoring as a practice is not a new 
phenomenon, but as the type of activities sent offshore change, it still poses 
significant challenges for the companies. Offshoring of more complex tasks can be 
seen as a managerial innovation since it involves introduction of a new practice and 
hence needs to go through the same stages of maturity, acceptance, and diffusion as 
does innovation [Carmel, 2005]. To conclude, the industry is still struggling in 
managing offshoring in a sustainable manner, and more research is needed to show 
what kind of implications the new trends create and suggest a possible way forward.  

The empirical context of the research is the increasing trend of global sourcing or 
offshoring of knowledge work, including software development, analytics, 
engineering services, product design, and R&D [Kotlarsky et al., 2008]. My research 
has focused on offshoring in a specific region – offshoring to Asia from Sweden, 
with specifically India and China as booming offshore destinations. These 
destinations of offshoring have certain specific characteristics, besides representing 
two of the largest countries of the world. India has steadily grown in its delivery 
capacity, higher-value capabilities, and reputation throughout the last twenty years. 
India was well positioned for offshoring due to its educated workforce, foreign-
investment-friendly government policies, stable political climate, and English 
language proficiency [Oshri et al., 2009]. China, on the other hand, has a low 
percentage of software production that is exported (10 per cent), but continues to 
register impressive growth in its software industry. The growth is based on the 
strength of the Chinese economy and significant government support for the 
domestic software industry.1 India‟s leadership in global outsourcing is secured for 
the near future. China‟s national policies and its growing economy are encouraging 
multinational firms to seriously consider China as a major complement to their 
sourcing strategy [Oshri et al., 2009]. 

Three perspectives on offshoring 
Three perspectives are framed to highlight the complexity of managing offshoring 
in order to balance both theory and practice. First, research explaining the 
challenges connected with offshoring is quite biased in favour of offshore 
outsourcing compared with offshore captives. A majority of the research on 
offshoring focuses on outsourcing, while little is known about the differences 
between offshore outsourcing and offshore captives and how these differences 
matter in practice. Although outsourcing has historically been a popular strategy 
since it adds flexibility and control to offshoring initiatives, Oshri et al. [2009] 
estimate that the captive centre market will grow by 30 per cent yearly. Offshoring 
to captives shifts the focus from contract management to internal politics and long-
term investments. The nature of the activities may also differ since using offshore 
                                                           
1 E.g. the 1000, 100 and 10 Plan to support the establishment of 1000 software firms with 
global sourcing expertise, attract 100 global firms and promote ten cities within China as 
destinations for world-class software development parks (Oshri et al., 2009). 
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captives as a strategy is often associated with activities close to core business 
[Eppinger and Chitkara, 2006]. When comparing offshoring captives and 
outsourcing, there are a number of open issues, e.g. differences coupled to strategy 
and whether the capabilities and routines needed to manage offshoring differ from 
outsourcing.  

Second, the research on offshoring has favoured a decision perspective on 
offshoring, demonstrating the underlying objectives of offshoring initiatives and 
important factors to consider when making the decision (for further information 
see Section 2.2). Less attention is given to determining how the offshoring decision 
impacts the management of transfer or what happens as the transfer has been 
completed and ordinary operations begin. By taking a process perspective on 
offshoring, the stages after the decision are considered equally important to uncover 
the nature of offshoring strategy implementations. By studying the practice of 
offshoring in the case organizations, the iterative and continuous nature of 
offshoring is highlighted.  

Third, research on offshoring generally favours a top management perspective. 
Little is known about what strategies are in place in MNEs to design offshore 
activities, planning, and implementation through all layers of the organization. The 
case studies performed indicate that not only top managers decide on offshore 
initiatives; middle managers shape the offshoring initiatives during execution in 
different ways. Conceptually, one can distinguish between activities on different 
levels in the organization, described in research as macro, meso, or micro focus. As 
different activities take place on different levels, a conceptual division of activities 
can tell us where the focus lies on different levels in the organization (as seen in 
Table 1). With a process view, this research focuses on the meso and micro levels of 
practice, thereby giving attention to managers and engineers on a business unit level 
and below.  

Table 1 Activities and actors coupled to offshoring on different levels in the organization 
(adopted from appended paper Paper VI) 

Level of analysis Activity focus Actors engaged  

MACRO 
Institutional  

Industry trends & 
patterns, policy 

Top management 
directives 

MESO 
Org. & sub-organization 

Change program 
Strategy process 

Middle management 
practice 

MICRO 
Individual or groups 

Project team 
execution 

Project team & its 
members 
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Outlining a holistic process model 
The research project has explored offshoring projects in two industrial MNEs in 
outsourcing as well as captive settings. As a generic process, the decision is followed 
by a transfer of knowledge and responsibilities of a certain function before the 
organizations can return to ordinary operations. This process involves engagement 
by various stakeholders, as can be seen in Figure 1. The holistic process model 
developed in this thesis is briefly introduced here and further discussed in Chapters 
4 and 5. The offshoring process model is based on the following reflections: 

 Rather than being a discrete event, the offshoring process is often 
continuous, with several implementations done sequentially or in parallel. 
The arrows pointing backwards in Figure 1 indicate how unforeseen events 
and dependencies discovered may lead to extension or addition of new 
transfers.  

 Development and implementation of offshoring strategy impacts the three 
levels of the organization in different ways. The top management level tends 
to focus on cost savings, while middle managers have an implementation 
focus, facilitating communication and knowledge transfer needed to succeed 
in the future development activities. The team level is often involved as 
mentors or performing peer-to-peer knowledge transfer.  

 There is a basis of organizational capabilities to facilitate offshoring. This 
foundation of capabilities is needed to complete an offshore process cycle 
with high performance at low cost as well as sustain the business over time. 

 Each offshoring initiative takes place in a specific context: time, culture, and 
past experience. All these dimensions have an impact on the success and 
failure of each implementation or, put differently, on determining what types 
of attention and capabilities are needed to succeed in that specific case. 

The model can be seen both as a conceptual model of this thesis and an emphasis 
on some aspects that have been neglected in the literature. It reflects my 
observation of the importance of engaging multiple levels in the organization in the 
development (not only implementation) of offshoring strategies. A hierarchical 
perspective in the studies has highlighted some surprising findings concerning the 
level on which offshoring decisions take place and the development of necessary 
organizational capabilities to facilitate the process (further described in Chapter 3). 
The importance of offshoring strategy is often highlighted in the literature, but this 
research clearly shows the problems with the (lack of) strategies supporting the 
process of implementing offshoring. More importantly, the studies provide insight 
into what roles in the organization may contribute to these strategies and what 
implications their contribution has to the overall design of the global organization. 
Furthermore, three fields are important for explaining the case-specific insights into 
offshoring implementation researched: context and culture, strategy, and routines 
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and capabilities (as explained in Chapter 2). These three perspectives together are 
proposed to give a holistic view of the offshoring process.  

A large intersection of theoretical fields can contribute to understanding the 
offshoring concept, covering a number of dimensions such as 
effectiveness/efficiency, global team and management perspectives, and decision 
theory. In this research, my goal has been to carry out in-depth empirical studies to 
see what could be found in the specific context of complex products. The empirical 
exploration has therefor been given priority before the theoretical selection (see 
Chapter 3). The complexity of the phenomena requires breadth rather than depth in 
one theoretical field, in the author‟s opinion, to get a sufficient understanding of 
how offshoring is managed and what challenges remain to be solved in practice.  

 

 

 

 

 

1.2 Research objective and research question 

Purpose 
Coping with offshoring involves dealing with strategy on multiple levels. From top 
management and business unit management through middle management and 
project management – each level influences how the strategy and the operations are 
formulated, communicated, and carried out. My interest in this topic revolves 
around how these strategies are formulated, how they interact with other strategies 
in the multinational enterprise, how they are codified and how/whether they 
develop an offshoring capability needed to execute their everyday tasks in the 
organization.  

The research objectives are (i) to develop understanding of organizational 
capabilities needed to support the process of offshoring product development and 
(ii) explore the relation between strategy formulation and implementation in this 
context. The research sets out to explore what types of strategies and capabilities 
managers develop to facilitate offshoring and explore how business units and 
middle management contribute to the implementation of offshoring strategies. 

To fulfil this goal, there is a need to uncover dynamics regarding why some 
initiatives go well and some fail. In-depth studies of the management of Swedish 

Figure 1. Holistic process model of offshoring. 
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organizations‟ collaboration with partner organizations in India and China are used 
to create a dyadic perspective on the relation, while simultaneously including 
multiple hierarchical levels in both data collection and analysis. The findings can be 
used as a first step towards helping companies develop sustainable offshoring 
initiatives. 

Research questions 
Offshoring, when it is introduced, represents a transformation of how the 
organization works on all levels of the firm – going from local to global, from 
depending on the colleagues next door to decoupling activities in order to distribute 
them globally. My interest lies in finding out if and how the companies studied 
developed routines, processes, and models to create capabilities to successfully 
translate offshoring into globally distributed work. My interest is both in the formal 
governance mechanisms for offshoring (such as stage-gate models, performance 
measures, etc.) and in the more implicit pathways taken on a managerial level (their 
actual practice and thought models). Taking a process perspective, this also means 
searching for evolutionary patterns, e.g. the triggers for developing routines and 
capabilities, and mapping them towards the maturity of the organization when it 
comes to their actual experience in working in this manner. The first set of 
questions in the research project explores what types of capabilities are needed to 
execute offshoring in a sustainable way. With a sustainability perspective, offshoring 
is not only seen as a method to achieve short-term economic gains, but taking 
human and technological factors into the calculation when deciding and 
implementing offshoring initiatives. The first set of questions aims at defining 
suitable organizational support needed for offshoring through a process and 
hierarchical perspective:  

RQ1A. How do organizational capabilities relate to the stages of the offshoring 
process? 

RQ1B. How are organizational capabilities for offshoring developed across 
hierarchical levels in the organization? 

The routines and capabilities can be seen as descriptions of how offshoring is 
managed in practice, but in order to understand the underlying mechanisms that 
determine whether an offshoring initiative is successful or not, I also wanted to 
look into strategies developed for offshoring. The second set of questions is 
therefore used to explore the existing strategies connected with offshoring and how 
they influence the actual execution in practice. They relate to the intersections 
between strategy and implementation on different levels in the organization.  
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RQ2A. How do a company‟s strategies affect the implementation of offshoring in 
practice? 

RQ2B. How do the different levels in the organization contribute to offshoring 
strategy implementation?  

These questions are posed in order to explore the connection between offshoring 
strategy, offshoring capabilities, and the implementation of an offshoring strategy 
on the meso level of the firm. In other words, this research attempts to describe the 
whole process from a decision to send something offshore to its implementation 
(where a new organizational setup is created) in the context of firms developing 
complex product systems.  

Contributions  
This research used an exploratory approach to uncover hidden dimensions in the 
management of offshoring. The access to case companies was necessary to create 
an understanding of how they related to offshoring initiatives at different stages and 
to create an overview of their challenges. As the research progressed, suitable 
theoretical foundations were used to explain case study findings such as the 
companies‟ approach to developing capabilities to facilitate offshoring and the 
implications of having (or not having) a strategy to support the implementation of 
offshoring. The study of different hierarchical levels enabled a holistic view of 
offshoring. The importance of middle management for the development of strategy 
as well as the implementation of offshoring is demonstrated in both organizations 
studied, a theme previously neglected both in theory and practice. Further backing 
for middle management is needed to fully support the implementation of 
offshoring strategies.  

The thesis contributes to existing theory by explaining offshoring as a processual, 
spatial, and temporal phenomenon. The processual perspective includes the 
procedures entailed in offshoring when defining key routines and capabilities 
needed to facilitate offshoring of complex product systems. The spatial perspective 
includes dimensions such as location, context, and culture, which all influence how 
offshoring initiatives play out. Finally, the temporal perspective involves taking time 
and sequence into account when analysing offshoring. In additions, the research 
covers top-down versus bottom-up approaches to offshoring (e.g. expansion of 
research efforts due to dependencies or negative feedback) to increase the 
awareness of how the inclusion of all levels in an organization can become a key 
success factor for companies involved in offshoring (see Chapter 6). 

1.3 Scope and delimitations of the research 
This research has several limitations. First, the scope of research is limited to 
companies working with complex software-intensive systems, which by definition 
implies that there is no single individual who understands the whole system and 
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collaboration is therefore needed at all stages in the development process (further 
described below).  Second, the research includes empirical material from two 
multinational firms that are using offshoring to captive centres in Asia as well as 
offshore outsourcing, and the activities studied can be classified into the areas of 
product development and R&D. The data collected are mainly focused on the 
business unit level of the firms and restricted to their offshoring to India and China. 
In order to get a balanced view of these offshoring projects, both sides of the 
relation (e.g. India-Sweden) have been studied. 

Research setting – complex product development 
Since this thesis emphasize the need to evaluate offshoring in relation to its context, 
it is important to provide some background to the context in which this research is 
set – companies developing complex software-intensive systems. So what entails 
complex product development? According to Adler [1999, p.35]: 

“The complexity is composed of the number of participants, the geographical and 
cultural disparity, and the inherent technological interdependencies, the number of 
and difference between customers and the numbers and characters of the different 
suppliers and co-operators involved in the project. Managing complex product 
development requires the orchestration of many complex and interrelated details.”  

More specifically, the context of the cases studied all involve software products 
(usually the final product consists of both software and hardware components), 
which in turn has some specific characteristics. Software development is to some 
extent a suitable choice for offshoring, since a subsystem can easily be separated 
and developed in another location and then be integrated in a later phase. Systems 
in which software interacts with other software, systems, devices, sensors, and 
people are called software-intensive systems. Examples include embedded systems 
for automotive application, telecommunications, and business applications with 
web services. Research has found that it is possible to build more advanced systems 
more cheaply and more flexibly than ever before [Wirsing and Hölzl, 2006].  The 
life cycle of software intensive systems may vary considerably, ranging from weeks 
to decades. Software-intensive systems have different implications for the 
development process. Requirements engineering is needed to master the challenges 
of sub-processes that suppliers carry out. Concurrent engineering guides 
development through several simultaneous activities, occasionally assembling them 
at specific milestones to ensure that the final product meshes well [Broy, 2006]. The 
importance of architecture is also significant; the complexity of software and 
hardware structures, the multi-functionality of systems, and the existence of 
distributed and concurrent engineering processes have made the role of hardware 
and software architectures of embedded software-intensive systems increasingly 
dominant. The complexity of these systems demands interdisciplinary development. 
Constructing embedded software systems requires interdisciplinary teams consisting 
of experts in mechanics, the domain, the market, software, hardware, 
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human/machine interfaces, and many more disciplines. These experts must work 
together, using models and theories that can form the basis for developing a 
common understanding and mutual communication.  

It is a common perception that software systems differ from mechanical or 
electrical engineering in that they have no production costs, only development 
costs. In the case of software-intensive systems this is not valid since the logistics of 
bringing the software into the product can be an issue. Embedded systems incur 
development, production, and operations and maintenance costs. Maintenance 
requires at least 10 per cent of initial development cost. However, the ratio of 
development and production costs is unknown, because suppliers perform much of 
a product‟s software development [Broy, 2006].  

1.4 Outline of the thesis 
The thesis structure is as follows: Chapter 1 introduces and motivates the research 
area and presents the objective of the research along with the research questions 
and the scope and delimitations of the research. In Chapter 2 the frame of reference 
is presented focusing on the offshoring process, strategy and capabilities. Chapter 3 
presents the research methodology, starting with the research philosophy and 
continuing with the chosen research method. The research process is then 
presented along with the conducted studies with a description of the data collection 
and data analysis process. The chapter is concluded with an assessment of the 
quality of the research. Chapter 4 provides an overview and summary of the 
findings from the four empirical studies which then is then discussed in Chapter 5. 
Finally, Chapter 6 concludes the thesis by summarising the research and its results. 
The contributions are presented along with suggestions for future research. After 
the references, the six appended papers are collected. The outline of the thesis is 
visualized in Figure 2.  

 

Figure 2 Outline of thesis 
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2.  Frame of reference 
 
The aim of this chapter is to present an overview of literature related to the offshoring 
topic, identify gaps in current research, and define key concepts that have been central 
to this research. It begins by outlining results from recent literature on the management 
of offshoring from a process view. The chapter continues by providing a brief general 
overview of strategy and a reflection on how middle management can influence strategy 
and its implementation. A description of the relation between capabilities and routines 
is then given and capabilities in the offshoring context concludes the chapter.  
 

 
Figure 3. A theoretical framework of offshoring.  

Since offshoring is not a theoretical field but rather a phenomenon of interest and 
relevance in the industry, it can be connected with different theoretical fields. Figure 
3 shows the selected areas of interest that are described in this chapter and how 
they relate to each other. The management of offshoring is considered to include 
both strategic and operational aspects (capabilities and routines), and a key element 
in describing offshoring relates to the specific context and culture of each 
implementation. In addition, this chapter also includes a discussion of the 
importance of different hierarchical levels in the organization in relation to the 
implementation of offshoring strategies. To begin with, the underlying terminology 
of offshoring and related concepts is described.  

2.1 Terminology of offshoring 
The focus of this research is the management of offshoring, a phenomenon that 
spans national, organizational, and hierarchical boundaries as well as time. Although 
the internationalization of business is not a new phenomenon, the offshoring 
concept has gained increasing attention in the literature due to the transition in 
industry to sending higher-value activities (from production facilities towards R&D) 
offshore and managing collaborations with an increasing number of facilities 
distributed to different regions of the world. The increasing interest in the BRIC 
countries (Brazil, Russia, India, and China) as offshore destinations can be 
explained by their increasing highly educated workforce combined with low labour 
costs and large domestic markets.  
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The literature offers different definitions of the terms offshoring and outsourcing, 
e.g. distinguishing offshoring (to captive centres) from offshore outsourcing. Many 
researchers use the word offshoring for both offshore outsourcing and captive 
centres overseas, despite their contexts, in terms of contractual agreements, 
organizational culture, etc., being different. Brown and Wilson [2005] state, 
“Offshore outsourcing, or offshoring, refers to the procurement of goods or 
services by a business or organization from an outside foreign supplier, typically to 
gain the benefits of labour arbitrage”. Bardhan [2006] discusses the different 
concepts by comparing foreign outsourcing with intra-firm offshoring, i.e. the 
transfer of projects abroad to foreign affiliates and subsidiaries, intending to import 
the output. In the end, they choose to use the term offshoring for both procedures. 
Offshore outsourcing is here considered as a specific situation in the offshoring 
initiatives of multinational organizations. While the contexts are similar in terms of 
geographical distribution of work, culture, and higher coordination costs, offshore 
outsourcing potentially adds another layer of complexity since it involves 
interorganizational collaboration rather than intraorganizational collaboration. The 
definitions by Lewin et al. [2009] are used in the remainder of this thesis, since they 
clearly explain the difference between the internal/external and onshore/offshore 
dimensions: 

“Offshoring refers to the process of sourcing and coordinating tasks and business 
functions across national borders. Offshoring may include both in-house (captive, 
or international in-sourcing) and, increasingly, outsourced activities that are 
performed by an external provider – that is, from outside the boundaries of the 
firm. The outsourcing activity in turn can be located either domestically (onshore) 
or abroad (offshore). Further, offshoring refers to sourcing rather than sales 
activities, and it supports global or domestic rather than local operations” [Lewin et 
al., 2009, p. 902].  

Eppinger and Chitkara [2006] distinguish four modes of global product 
development operations (as illustrated in Figure 4): Centralized (including different 
project teams in multiple countries where the development resources are within the 
company), local outsourcing (on-site contractors for specialized skills or temporary 
capacity increase), captive offshoring (fully owned centre in other country), and global 
outsourcing (GPD without the commitment to establish a captive centre). They 
explain further on that global outsourcing typically starts off by using external staff 
on a time and material basis while intending the providers to take over larger 
projects and ownership of whole processes over time. Captive offshore centres are 
seen as a part of a longer-term strategy for different reasons; the work entails 
intellectual property that provides valuable differentiation, the skills or expertise 
relate to core competence, or the centre is used to acquire an understanding of the 
local market and develop products to suit its needs. In recent years there was a 
rapid expansion of the Asian markets, as multinationals use offshoring contracts to 
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establish a presence in Asia. According to the offshoring research network study of 
2004, 69 per cent of the implementations were located in India with Asian countries 
in total accounting for 87 per cent of the offshoring implementations sample 
[Lewin and Peeters, 2006].  

 

Figure 4. Different types of modes for global product development operations  
(modified from Eppinger and Chitkara, 2006). 

From the point of view of definition, the second concern is that offshoring in 
general is referred to as a process [Quélin and Duhamel, 2003; Fifarek et al., 2008; 
Manning et al., 2008; Lewin et al., 2009], without specifying when this process ends 
or what its results are. Offshoring as a process can be seen in two perspectives, a) as 
a bridge in implementing a global PD strategy, transforming a company from a 
domestic to a global firm, and b) as a mechanism to achieve economy of scale and 
to access strategic markets. It could also be a combination of the two.  While the 
actual transfer process might be the same in both of these situations, the context 
can certainly differ from a managerial point of view. Compare a company that is 
transferring a function overseas for the first time with a global firm that has 
handled a series of transfers and considers it to be a part of the normal business – 
the capabilities and practices used in managing offshoring efficiently will probably 
differ. Our view of offshoring as a process includes both these settings: a) 
transforming operations from domestic to global and b) transforming operations 
from being carried out at one site to being carried out in multiple sites (in parallel or 
sequentially). A process lens is adopted here to systematize the literature related to 
offshoring.  

2.2 A process view of offshoring 
The offshoring process itself can be framed in terms of the decision to send 
functions (components, products, or services) overseas, progressing to planning and 
executing a transfer, and iterating through the governance associated with 
operations, as shown in Figure 5. To some extent, the offshoring process can be 
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seen as a description of the disruption of the ordinary organizational routines 
involved in PD that offshoring creates.  

 

Figure 5. The offshoring process. 

From the review of the literature relating to offshoring and globally distributed 
development, it became clear that the vast majority of such papers focus on the 
offshoring decision and the objectives of companies sending functions offshore. 
The following sections provide an overview of the key findings in each stage (a 
more thorough discussion on strategies for offshoring is found in Section 2.3). In 
strategy literature, it is stated that decision-associated strategies are only a small part 
of explaining the success. The implementation of strategies involves challenges that 
can undermine the initial intention, and communication of strategy to all levels of 
the organization is often described as a success factor. This chapter tries to balance 
existing theory by giving equal importance to transfer and operations stages of 
offshoring, thereby emphasizing the challenges associated with offshoring 
implementation rather than only informed decision-making. Recent research 
support a process view of offshoring, where the challenges of disconnecting 
activities from one location and integrating them in a new context is described 
through an organizational design perspective. Jensen et al [2013] present a model of 
organizational reconfiguration of offshoring which describes the process in three 
stages; disintegration, relocation and reintegration. The authors describe several 
challenges connected to each part of the process, for example internal resistance, 
managing inter-task interdependencies over distance, and hidden costs. The 
challenges associated with different stages of the process is described below. 

Making the decision to offshore 
The main objectives of offshoring as stated in the literature are to reduce costs and 
gain access to qualified staff, but other aspects are also considered, such as activity 
time, flexibility, and scale of operations, as seen in Table 2. Researchers indicate that 
the trajectory adopted by most companies in their choice of offshoring projects 
evolves from simple, more specific tasks to more complex and value-added 
activities [Lewin and Peeters, 2006]. An increasing volume of product development 
activities is going offshore [Lewin et al., 2009], and offshoring of research is 
expected to grow [Lewin and Peeters, 2006]. Lewin et al. [2009] argue that accessing 
talent is linked with firms involved in product-development-centred innovation, 
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whereas labour cost savings are associated with companies seeking to replace high-
cost workers with lower-cost workers. At the same time the dynamics of the supply 
of engineering and science talent are changing, since fewer and fewer young people 
in the western countries are selecting advanced degrees in these areas as a career 
choice [Lewin et al., 2009].  

Kedia and Mukherjee [2009] explain the offshoring decision by three sets of 
interrelated advantages:  

 Disintegration advantages, involving an increased focus on core areas and 
leaner more modular organization forms that promote increased flexibility. 

 Location-specific resourcing advantages, advantages coupled with location 
involving country-specific and human capital advantages, as well as labour, 
knowledge, and time arbitrage. 

 Externalization advantages, related to relationship-capital-based advantages 
as well as co-specialization and organizational learning. 

Table 2. Firms’ objectives of offshoring decisions 

Objectives of offshoring decisions  References 
Reducing costs, especially labour 
costs 

[Quélin and Duhamel, 2003; Lewin and Peeters, 2006; 
Howells, 2008; Bengtsson et al., 2009; Lewin et al., 2009]  

Gaining access to qualified staff [Quélin and Duhamel, 2003; Lewin and Peeters, 2006; 
Lewin et al., 2009] 

Gaining flexibility [Quélin and Duhamel, 2003; Kedia and Mukherjee, 2009] 
Scale of operation [Venkatraman, 2004] 
Increasing speed to market [Lewin et al., 2009] 
Reducing activity time  [Howells, 2008; Kedia and Mukherjee, 2009] 
Due to competitive pressure, 
improving service levels 

[Lewin and Peeters, 2006] 

Sharing costs for development of 
technology and innovation 

[Quinn, 2000; Gassmann, 2006; Bengtsson et al., 2009]; 
Kedia and Mukherjee, [2009] 

 

One of the essential decisions to be made in planning offshoring is location 
selection, in terms of country and city.  According to Cohen et al. [2009], location 
decisions are determined by the intellectual property management, the maturation 
of subsidiaries, and corporate inertia (centres of excellence). Farrell [2006] 
expressed the need to go beyond  offshoring hot spots and to perform “smarter 
offshoring” by naming six key factors on which companies should assemble 
information before making an offshoring location decision: cost, availability of 
skills, environment, market potential, risk profile, and the quality of infrastructure. 
The selection of an offshore location is not only determined by geographical 
distribution and labour cost, but also the organizational and national culture must 
be assessed individually [Metters, 2008]. The location choice is also dependent on 
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the nature of the function or process to be outsourced. Manning et al. [2008] 
conclude that by increased experience in dealing with offshoring challenges such as 
wage inflation and employee turnover, companies become more confident in 
sourcing talents abroad in higher-end offshoring activities. Regardless of 
experience, there still exists a home bias for more important R&D projects [Cohen 
et al., 2009]. 

The companies also need to settle what functions to send offshore; a common 
strategy is to make a distinction between core and non-core activities in the 
organizational setup. This distinction was termed core competences by Pralahad 
and Hamel [1990]. They define the core competences as being difficult to imitate, 
providing potential access to a wide range of markets, and making a significant 
contribution to benefits of the end product as perceived by the customers. 
Clarifying the core competences of the organization provides knowledge about how 
to support the competitive advantage given by these. Distinguishing core from non-
core activities, as well as their distribution, has turned out to be a difficult task. With 
the increase in the offshoring of product development and R&D, Contractor et al. 
[2010] question whether those activities should always be defined as core activities 
and conclude that the architectural core activities are still typically conducted closer 
to home. Quinn [2000] and Contractor [2010] distinguish true core activities from 
essential activities and non-core activities, which can be more easily outsourced.  

Another prerequisite to obtain the benefits of disaggregation is to first learn about 
and analyse the organization‟s own operations and processes in depth [Contractor 
et al., 2010]. The rethinking of the strategy of R&D distribution consists of three 
steps: determining how the process can be modularized into separable bits, which 
portions of the work can be standardized, routinized, and codified, and which 
activities can be safely externalized or offshored. Codification of knowledge 
increases the likelihood of outsourcing and offshoring being successful.  The 
activities in the second step include the specification of interfaces and coordination 
mechanisms among the activities. Contractor et al. [2010] observe that the interface 
and coordination costs of sequential activities increase with organizational and 
geographical distance and that each relocation adds to search costs. At some point 
the increased management and coordination costs exceed the benefits. One way of 
simplifying disaggregation decisions is to compare the task dependencies of the 
offshoring alternatives. Kumar et al. [2009] review the classical taxonomy of task 
interdependence and extend it to include integration interdependence to account 
for dependencies between subtasks that are executed in parallel. They posit that 
assessing stickiness (e.g. cost of information transfer) and the interdependence 
between tasks is the starting point for designing guidelines for partitioning, design, 
and coordination of offshore globally distributed work.  Finally, it must be decided 
how many partners to involve, the design of the global enterprise, and including 
partners. Levina and Su [2008] consider global sourcing capabilities to be a 
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prerequisite when choosing a multiple-provider strategy. The engagement of many 
suppliers is identified as advantageous when global supply markets develop rapidly, 
even when relationship-specific investments are critical. The offshoring network 
survey [Lewin et al., 2009] indicates that captive operations are much more likely to 
be involved in PD projects than outsourced operations. 

To conclude, the decision stage includes evaluating what functions can be separated 
and distributed, by distinguishing core from non-core activities and 
interdependencies and making an informed decision about the offshore destination. 
The literature on decision factors is extensive, but the lack of understanding of how 
to turn an informed decision into successful operations remains an area that needs 
further investigation. The following sections therefore aim to build a framework 
that aids the whole process of offshoring.  

Performing a transfer 
The transfer stage itself has not received the same amount of attention in the 
literature as the decision or operation and governance stages. It involves 
transmitting and receiving knowledge, establishing roles and responsibilities, and 
managing interfaces between the various stakeholders. Recent research shows that 
more complex functions are sent offshore at an increasing rate [Lewin and Peeters, 
2006] and consequently the criticality of succeeding with transfers is also increasing. 
The dynamics of a transfer depend on the nature of the relationship (e.g. offshoring 
or offshore outsourcing), the maturity of the receiving organization (e.g. if it is a 
new or an established centre), and if the organization has the same or a different 
level of expertise with respect to the function [Leonardi and Bailey, 2008]. The 
transfer stage involves a process of determining what roles, knowledge, and physical 
objects are to be transmitted to enable the receiving organization to assume 
responsibility for the product or function. After a transfer, the organizations (both 
sending and receiving) return to dealing with everyday operations and recover from 
the disruption that the transfer created. At the operations stage, attention is turned 
inwards in the organization, focusing on the execution of the project and managing 
the relationship as a whole. This section will include a brief overview of the concept 
of different types of knowledge, knowledge creation and transfer, knowledge 
management, and examples of research on transfers in the context of offshoring.  

When discussing the transfer stage in the offshoring process, knowledge is a key 
term. Knowledge can be viewed as a state of mind, an object, a process, access to 
information, a capability to influence action, or even as a result of processed 
data/information [Niederman, 2005]. If viewed as an object, the transfer process 
requires the applier to recognize the need for that knowledge, to identify in what 
area it resides, to find a way to describe the knowledge to enable its storage, to be 
able to screen out irrelevant but similar units of knowledge, and finally to apply the 
knowledge to solve a problem. Establishing the formal knowledge transfer process 
is critical both during the transfer phase and during post-transfer operations.  In the 



 
18  │ FRAME OF REFERENCE 

case of complex product systems, there must be a commonality of knowledge 
between the home organization and the offshoring organization. This commonality 
in turn promotes knowledge integration [Grant, 1996]. 

The knowledge transfer process is described in different steps. Hansen [1999] 
defines knowledge transfer as a process through which one organization (or unit) 
identifies and acquires specific knowledge that resides in another organization (or 
unit) and reapplies this knowledge in other contexts.  Ciborra and Andreu [2001] 
specify the knowledge transfer process by distinguishing three loops – a 
routinization learning loop whereby external resources are transformed by learned 
work practices; a capability learning loop where work practices are transformed into 
organizational capabilities; and a strategic loop where the mission of the firm and 
the competitive environment screen capabilities circle in or out of the core 
capability.  

Knowledge management is a field of literature that is described as a prerequisite for 
global competitiveness, especially since products are becoming increasingly 
knowledge-intensive. Dayasindhu [2002] defines knowledge management as 
“creating, acquiring, interpreting, retaining and transferring knowledge to improve 
performance by purposefully modifying behaviour based on new knowledge” (p. 
552). Knowledge can either be explicit or tacit; while explicit knowledge can be 
articulated (e.g. text, tables, and diagrams), tacit knowledge cannot. Dayasindhu 
[2002] describes the knowledge creation spiral moving from individual to 
organizational and interorganizational dimensions in four steps, focusing on the 
transformation between tacit and explicit knowledge: 

1. Socialization, knowledge transmitted individual to individual by observation, 
imitation, and practice.  

2. Externalization, where the tacit knowledge is translated into explicit 
knowledge that can be spread within and across organizations.  

3. Combination, where different units of explicit knowledge are combined into 
a new entity.  

4. Internalization, the process where individuals in the organization or industry 
improve their own tacit knowledge base by applying a new body of explicit 
knowledge.  

Oshri et al. [2008] discuss the two types of knowledge management approach to 
capturing, storing, and reapplying knowledge: a personalization knowledge 
approach (through own and others’ memory) and a codification approach 
(knowledge centrally available, e.g. in a database). A central concept in this area is 
“transactive memory”, which is the combination of individual memory systems and 
the communications between the memory systems of individuals. Oshri et al.‟s 
[2008] study of globally distributed teams shows that onsite and offshore teams 
involved in offshoring usually involves the codification of knowledge prior to 
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transfer. The transactive memory system was assisted by creating memory systems 
that constantly update codified and personalized directories, enabling directory 
sharing regardless of the physical location of the teams involved. This implied 
developing standards, guidelines, and templates for a systematic encoding of 
knowledge to be transferred between teams and sites. The methods mentioned 
supported encoding, storing, and retrieval of knowledge into collective expertise. 
Identifying the extent to which a process involves embedded knowledge is an 
important step in making an informed decision about offshoring.  Youngdahl and 
Ramaswamy [2008] identify being able to transfer best practices across locations, 
sharing organizational culture, and the blending of local practices with head office 
mandates in managing human resources as being the key to offshoring success.   

In their study of the role of transformational technologies in task-based offshoring 
Leonardi and Bailey [2008] found that the transfer of technical knowledge specific 
to the task was necessary when there was an expertise differential between the 
home site and the offshore site, which resulted in the enactment of new work 
practices and new work arrangements to ensure success.  They note that this was 
often overlooked in the need to transfer firm-specific work practices, and 
specifications. Offshoring complex product systems requires the receiving 
organization to be capable of both performing the knowledge work needed to 
develop the product and providing the associated services such as the handling of 
customer requests and maintenance requests. Florida and Kenney [2000] argue that 
organizations have capabilities and resources to transfer and to some degree 
replicate key capabilities in a new environment and further to adjust those 
environments in the light of their functional requirements. It is also important to 
note that transfer projects provide an opportunity to review current work practices. 
There may be other ways of working more suitable in the organizational 
[Youngdahl and Ramaswamy, 2008] and national [Metters, 2008] context of the 
receiving organization when taking over responsibility. Similarly, a transfer is a kind 
of organizational review by means of which routines and cultural aspects that add 
value can be distinguished from those that do not. 

The management of transfers also results in additional costs, especially if sufficient 
knowledge cannot be transferred within the transfer period. Costs of knowledge 
transfer are related to the embeddedness of the knowledge [Nicholson and Sahay, 
2004], the underlying cost structures of the firm itself [Balconi, 2002], and the 
possible presence of incomplete and asymmetric information [Lin et al., 2005]. 
Since relationships between sender and receiver form the base of knowledge 
creation and transfer, trust must be established between the parties. Levin and 
Cross [2004] note that the receipt of useful knowledge was mediated by 
competence-based trust (belief in the ability of the trustee) and benevolence-based 
trust (willingness to share knowledge). Bstieler [2006] examined trust formation in 
new product development teams and found that communication and fairness 
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contribute to trust, while conflicts and perceived egoism had a negative effect. 
Niederman [2005] reflects on how mastering the lessons of offshoring may 
differentiate firms and nations that innovate and grow from those that stagnate and 
decline.  Transfer of knowledge represents an important mechanism for effective 
management in the growing globalization of commerce.  

Managing operations 
In our process view of offshoring, the operations stage can be considered “business 
as usual”. In a single loop of offshoring, operations would then represent 
everything that happens after the transfer of function or responsibility has been 
completed. In reality, one offshoring implementation may lead to several other 
transfer projects, and it is not so easy to differentiate the stages from each other, as 
they may be parallel processes. This section describes research related to companies‟ 
overall adoption of offshoring, their learning and success factors, and how 
offshoring implementations might transform the overall operations of the firm in 
the longer term. Irrespective of the reason for companies to adopt offshoring as a 
strategy, researchers have emphasized that implementing offshoring practices in a 
company has its own learning curve. The learning and implementation of 
offshoring is characterized by experimental learning [Jensen, 2009] and working in a 
bottom-up manner, with an absence of corporate strategies and diffusion of best 
practices within the organization [Lewin and Peeters, 2006]. This complexity is 
reflected in the company‟s strategies as “learning by doing” [Cha et al., 2008] and 
overcoming internal resistance, managing remote teams, cultural fit, attrition and 
specifying the work process [Lewin and Peeters, 2006]. The offshoring research 
network study [Lewin and Peeters, 2006] contains some key findings concerning the 
adoption of offshoring by 90 companies: 

 Bottom-up, an absence of corporate strategies and diffusion of practice  
 Sequential, learning by doing from specific and experimental to complex 

business processes  
 Complex, difficulty of overcoming internal resistance, managing remote 

teams, cultural fit, turnover, and specifying the process  
 Profitable, the actual cost savings increase to grow in scale and scope  
 Implementations increasing in scale, scope, complexity of processes, and 

diversity of locations 

They also report a number of risks when adopting offshoring (more than 40 per 
cent of interviewees cite risk as crucial): poor service quality, lack of cultural fit, loss 
of control, lack of client acceptance, lack of data security, weakening employee 
morale, and employee turnover in offshore centre (perceived by companies with 
experience only). Oshri et al. [2009] especially mention the lack of understanding of 
the counterpart and communication norms as a risk in offshore outsourcing. They 
address several issues concerning clients‟ internal management, such as lack of top 



 
FRAME OF REFERENCE │  21 

management commitment, inadequate user involvement, lack of offshore project 
management know-how, poor management of end-user expectations, and failure to 
consider all costs. Lack of ownership of the product caused one of the Indian teams 
studied to lack motivation, since there was no perception of being a part of the 
global team. When companies try out offshoring for the first time, they may run 
into unexpected costs associated with their initiatives. Larsen et al. [2013] discuss 
how a set of three factors may account for the hidden costs of offshoring, namely 
complexity (task and configuration complexity), design orientation, and experience. 
While testing the model on the data from ORN, they find that these factors have 
impact and that they can be mitigated through an explicit focus on improving 
organizational processes and structures as well as experience of offshoring.  

Vivek et al. [2009] describe how relational governance changes the trajectories of 
offshoring projects. They found that while starting off with a transaction-cost 
philosophy in which safeguarding is emphasized, the collaborations evolved 
towards a development of specific core competences (resource-based philosophy), 
and in time the establishment of relational governance under which trust facilitates 
learning and limits opportunism. At the transactional level the provider is expected 
to focus on a specific process and develop enough skills to fulfil the contract, and 
the training program may provide only sufficient information to permit execution 
of the specific task sent offshore. Lewin and Peeters [2006] describe how the 
evolution of offshoring implementations is transforming into a standardized 
industrial practice, where suppliers of these business services multiply and offer a 
broader range of activities. They view offshoring as not so much about eliminating 
cost as experimenting with radically new ways of doing business, e.g. performing 
activities that have been deemed unfeasible in high-cost countries. The creation of a 
new form of R&D organization, e.g. collocated research groups [Howells, 2008], 
and an increasing flexibility of workforce, with differentiated core and periphery 
workforce, is foreseen [Howells, 1999].  

There are few studies describing how to execute a complete offshoring project from 
decision and transfer to governing the distributed development. Manning et al. 
[2008] suggest several capabilities companies need to develop to remain competitive 
in the use of offshoring, from recruiting and development to retaining talent over 
time, coordinating globally dispersed innovation activities, and collaborating with 
external partners. When it comes to success factors, supplier competence, 
communication, and trust are the concepts that are considered necessary in making 
offshoring work (as seen in Table 3). Asian countries are frequent locations of 
offshoring contracts, and in their review of cross-cultural effects on international 
outsourcing, Ramingwong and Sajeev [2007] discussed the risk of “the mum 
effect“. This code of silence has been found in certain outsourced projects in which 
offshore stakeholders avoid informing their clients that a project is failing and 
decide instead to remain silent and allow the failure to continue. 
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Table 3. Outsourcing success factors in the literature 

Outsourcing success factors References 
Supplier competence in technology 
and quality control 

[Primo and Amundson, 2002; Boutellier et al., 2008] 

Interface management and 
communication  

[Primo and Amundson, 2002; Van Looy et al., 2005; 
Boutellier et al., 2008]  

Amount of direct interaction with 
supplier 

[Primo and Amundson, 2002] 

Legislation and contracts [Mao et al., 2008] 

Nature of supplier involvement [Clark, 1989; Primo and Amundson, 2002] 
Trust [Doney et al., 1998; Mao et al., 2008; Sherwood and 

Covin, 2008; Van Echtelt et al., 2008] 
Maturity of collaboration [Sherwood and Covin, 2008] 

 

Heeks et al. [2001] emphasize the need for synchronization between developer and 
client in Global Software Outsourcing (GSO) relationships. The limits in synching 
with different stakeholders usually originate from three overlapping issues, tacit 
knowledge, informal information, and culture. The formalized requirements 
specification, although necessary, is insufficient as there are often a number of 
underlying tacit assumptions that are not transferred. Examples can be knowledge 
about the nature of the customer, design and programming choices, and working 
practices. Depending on the location, attrition and human resource management of 
an offshore site can turn up as a problem area. Oshri et al. [2009] noticed that 
captive centres in India tend to outsource problems to other local vendors. The 
main driver behind such behaviour is the high attrition levels and the rising costs in 
these specific regions. Since the local vendor suffers from similar market conditions 
and therefore will not be able to protect its clients from the negative effects of 
worsening market conditions, this strategy can have limited impact on the success 
[Oshri et al., 2009]. 

Finally, the costs of offshoring and their implications for industrial nations and their 
economies must be considered. Cha et al. [2008] highlight the difficulty of reversing 
the offshoring decision, and identify scenarios such as learning-by-doing, formal 
knowledge transfers, and disruptions in the knowledge supply chain, which reduce 
the economic return from offshoring. Other researchers are more concerned with 
implications on the macro level. Doh [2005] exemplifies with the increased wages in 
Ireland that caused many firms to move operations elsewhere when the level 
approached the European one with the implications of a steady increase of wages in 
India. He is concerned about the contingency that developing countries may too 
heavily rely on capital and resources of industrialized countries. This may become a 
problem as MNCs choose to shift their offshoring destination along with increasing 
wages to search for the most profitable destination at each point in time. He 
suggests global corporate responsibility as an example of how international actors 



 
FRAME OF REFERENCE │  23 

should settle on agreements and codes of conducts to maintain a certain standard 
both in domestic and global operations. Jensen [2009] claims that the offshoring of 
advanced services should not be considered to entail the risk of the hollowing out 
of offshoring firms, but rather as an opportunity for strategic business development 
and organizational change. Experience starts a sequence of changes at the systemic 
level as the organization adapts to better exploit the advantages of offshoring  

A method of viewing offshoring as a process, as seen in Figure 5, has been used in 
this section as a way to synthesize and systematize recent literature concerning 
offshoring. While the decision stage is thoroughly covered in the literature, the 
transfer and governance stage has been described by combining related fields of 
literature, such as knowledge transfer/management. The main conclusions from 
this section are: 

 Companies make the decision to use offshoring not only as a means of 
reducing costs, but also to gain access to qualified staff, gain flexibility and 
scale of operations, shorten time to market, have access to new markets, and 
share costs of technology development.  

 The decision to offshore embraces a consideration of what functions are 
suitable to offshore (e.g. core or non-core), to what location these functions 
are to be sent, and whether a captive centre or offshore service provider 
(external supplier) is to be used.  

 The transfer stage involves transmitting and receiving knowledge, as well as 
establishing roles, responsibilities, and trust between the stakeholders 
involved. Several factors are identified which determine the dynamics of a 
transfer: the nature of collaboration, the knowledge differential between the 
sites, the amount of embedded knowledge involved, national cultures, and 
the trust created between the stakeholders.  

 The industry has sent increasingly advanced functions overseas, and at an 
increasing pace. 

 Recent research shows that operating in a globally distributed manner and 
governing offshoring is an experimental learning process for many 
companies with no established corporate strategies, even though offshoring 
is rapidly evolving into standardized industrial practice.  

 Risks of offshoring include poor service quality, lack of cultural fit, loss of 
control, lack of client acceptance, lack of data security, weakening employee 
morale, and disproportionate employee turnover in offshore centres, but 
they also represent an opportunity for organizational change.  

  



 
24  │ FRAME OF REFERENCE 

2.3 A strategic perspective on offshoring 
When offshoring is coupled with the overall strategy of the firm, the options of 
what, where, and how to transfer functions or products might be limited. This 
section provides a background to what strategy is and defines in what way it is 
relevant to study in the offshoring context. Ocasio [1997] states that strategy 
research fulfils a fundamental task, by explaining how firms behave it  allows us to 
understand if firms are able to adapt to changing environments, if they successfully 
change their strategies and capabilities, or whether they fail to respond adequately 
to competition. 

Strategy is a wide concept with relations to many different bodies of literature, 
resulting in a variety of perspectives and definitions.  Hambrick [1980] describes 
strategy as a pattern of decisions that guides the organization in its relationships 
with the environment, affecting internal structure and processes as well as centrally 
affecting organizational performance. Mintzberg et al. [1998] offer five definitions 
of strategy. Strategy can be seen as a plan (intended) or as a pattern of consistent 
behaviour over time (what is realized). These can be deliberate, unrealized, or 
emergent strategies. They shape what should happen, and are formulated. 
Furthermore, strategy is often seen as a way of positioning the company, or taking a 
specific perspective. Finally, strategy can also be a ploy – a manoeuvre to challenge 
a competitor.  Emergent strategy is formed gradually based on management 
attention [Mintzberg, 1977]. Ocasio [1997] describes strategy as the "noticing, 
encoding, interpreting, and focusing of time and effort by organizational decision-
makers on both (a) issues; the available repertoire of categories for making sense of 
the environment: problems, opportunities and threats; and (b) answers: the available 
repertoire of action alternatives: proposals, routines, projects, programs and 
procedures" [Ocasio, 1997, p. 189]. Ocasio is influenced by a process-based view of 
strategy stating that strategy is an intended pattern that is formulated through a 
conscious process that determines following organizational decisions. Massini et al. 
[2010] further discuss how the profound relationship between strategy and 
attention is a fertile ground for researching offshoring. 

Strategy also takes different meanings on separate levels of analysis; while 
corporate-level strategies ask the question „what business should we be in?‟, the 
business-unit-level strategies should provide an answer to the question „how should 
we compete in this business?‟ [Hambrick, 1980]. Functional-level strategies involve 
the investment and development of the necessary capabilities in order to fulfil the 
business-level strategy. Functional strategies, such as manufacturing strategy or 
research and development strategy are at the lowest level and should describe how 
the functional area in question will help achieve the business strategy [Miltenburg, 
1995]. Offshoring strategy can be placed on the functional level, but it could also be 
the result of a larger strategy that involves a change of strategic direction of the 
firm. In essence, either offshoring is a strategy to fulfil a certain goal (e.g. cost 
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reductions in product development or maintenance), or the company has developed 
a strategy to facilitate the offshoring activities as such. Either way, all functional 
strategies need to complement each other and be consistent with the business 
strategy [Miltenburg, 1995]. This research focuses on the strategies connected with 
offshoring regardless of on what hierarchical level they are developed. Since the 
interest lies in exploring not only what the strategies are but also how they are 
developed and implemented, the strategy process itself is under investigation. 
Johnson et al. [2003] describe how this shift of attention towards a process view is 
evident in business today:  

“The hypercompetitive pace of change also collapses strategy-making from the 
measured cycle of well-defined episodes into a much more continuous process. As 
a consequence, strategy-making becomes a chronic feature of organizational life. 
With this dual impact on both levels and frequency, hypercompetition makes of 
strategy something in which more people are involved, more often, than ever 
before” [Johnson et al., 2003, p. 5]  

Strategy implementation has been a core theme in management research for a long 
time [Gupta and Govindarajan, 1984; Govindarajan, 1988; Noble, 1999]. Strategy 
implementation here refers to the process of putting a set of strategic goals and 
directives into practice, whereby strategies may be more or less formulated and 
detailed [Noble, 1999]. Implementation research has typically focused on key factos 
facilitating and constraining the execution of corporate strategies, e.g. at the level of 
business units [Govindarajan, 1988]. Examples include organizational structure, 
incentive, and control systems [Govindarajan, 1988]; managers‟ interests, cognitive 
capacities, and leadership styles [Gupta and Govindarajan, 1984; Noble, 1999; Huy, 
2011]; and external factors, such as level of competition [Morgan et al., 2012]. 
However, most prior studies have taken a rather static view, rather than the process 
view presented here. Managerial interpretation refers to processes of sense-making 
among managers responsible for implementing strategies and overseeing the 
implementation process [Huy, 2011]. Prior research suggests that cognitive 
orientations of managers are important contingencies in both strategy formation 
and implementation. However, besides fundamental orientations, managers also 
interpret strategic goals in more or less consistent ways over time.   

To conclude, this research takes a process view of strategy. Strategy is not simply 
seen as a strategic decision taking a set of factors into account but rather as an on-
going process with the aim of fulfilling a strategic directive that involves all relevant 
actors of the firm and the activities they devote their attention to. By applying an 
implementation focus of strategy, the practice of offshore strategy implementation 
becomes highly relevant. In the following sections, two perspectives emphasizing 
the involvement of all strategy practitioners are described; namely the strategy-as-
practice perspective and the middle management perspective.  
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Strategy as practice  
The strategy-as-practice concept is used in this research as a method to combine 
process methodology with inquiries of what strategy making and implementation 
entails in practice. Strategy as practice shifts the attention to the activity rather than 
the result (formalized strategy) and is used here as a guide to research design and 
analysis, to separate what is said from the key actors and their behaviour. 
Whittington‟s [2006]  framework distinguishes three levels of practice: practitioners, 
praxis, and practices. Practitioners are defined as the people involved in the making, 
shaping, and execution of strategies. Not only senior executives but also middle 
management engage in strategy work, e.g. in the implementation, agenda seeking, 
and information filtering. Whittington [2006, p. 619] continues, “what these 
practitioners actually do is strategy praxis – all the various activities involved in the deliberate 
formulation and implementation of strategy”. Strategy praxis includes routine and non-
routine, formal and informal, embracing activities at the centre of the organization 
as well as its periphery. Finally, the strategy practices are what the practitioners use to 
inform their praxis. There might be organization-specific practices embodied in 
routines, operating procedures, and culture [Nelson and Winter, 1982; Jarzabkowski 
and Spee, 2009]. The practices can derive from places outside the organization too, 
e.g. sectoral practices, or behaviour set by industry. In the offshoring context, one 
example of practice is the stage-gate model for product development. Commonly, 
practices are reinforced when the practitioners continue to rely on them, but 
sometimes practices may be adapted by improvisation or synthesis. For more 
information on strategy as practice, see Paper VI. 

Role of the middle manager 
A common unit of analysis when studying strategy is to focus on the top 
management team (in strategy as practice, e.g. Jarzabkowski & Spee, 2009). Johnson 
et al. [2003] emphasize the need to go from macro to micro, since the micro-
strategizing agenda is appreciative of action because it recognizes that managerial 
activity and those involved in the activity of organizations – whether managers or 
not – are essential to the actualization of potential value.  This view fundamentally 
challenges the common practice of devoting complete interest to top management, 
leaving the rest of the organization to carry out their directives. In essence, a top 
management perspective assumes top management power to make decisions and 
settle budget to foretell the result of strategy, rather than the combined effort of the 
whole organization to implement the strategy (e.g. doing as told/a rational 
response). Strategies coupled with offshoring reside on different levels of the firm 
(e.g. corporate strategy or functional strategy), and that has implications on what 
levels in the organization are involved in developing and executing strategy.  
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Middle managers may contribute to the strategy process in several ways, as they 
perform a mediator role between operating-level managers and top-level managers. 
They need to develop their skills in a broker role, managing multiple goals which 
often are at odds with another [Shi et al., 2009]. In their strategic influence, their 
actions move both upwards and downwards in the organization: “they can 
influence upward directly through championing a new strategic initiative, which 
may involve searching for new opportunities, evaluating the merits of new 
proposals, nurturing new ideas, and advocating ideas when they are proven 
meritorious “ [Shi et al., 2009, p. 1462]. Their role includes information synthesizing 
to influence top management and downwards activities of implementing strategy 
and facilitating adaptability. Huy [2011] found that for middle managers, the notion 
of self-interest encompassed social identities such as tenure to a higher degree than 
issues of individual power, status, and economic benefits.  

Wooldridge et al.‟s [2008] review of the last 25 years of research related to middle 
management concludes that middle managers are found central in explaining key 
organizational outcomes. There are several reasons for this. First, middle managers 
serve as the interface between otherwise disconnected actors. Second, complex 
geographically dispersed organizations cannot be managed by single top managers, 
or even groups, but they require a leadership that is interactive and distributed 
throughout an organization. Third, Wooldridge et al. [2008] also state that middle 
managers may play a greater role than top managers in activities associated with 
capability development, making it a necessary point of observation when studying 
organizational processes related to building and renewing capabilities. The potential 
of studies of middle management lies in the possibility to create knowledge of intra-
organizational processes of strategy formation in complex settings, leveraging their 
unique position that entails top management access at the same time as it is coupled 
with knowledge of operations.  

The middle management perspective has been given limited attention linked to 
offshoring. In offshore outsourcing, middle management has been described as glue 
for outsourcing, where their flexibility and skills determine to what extent they are 
able to adapt outsourcing initiatives to changing circumstances [Willcocks and 
Griffiths, 2010]. Willcocks and Griffiths [2010] name four middle management 
tasks needed to achieve IT management outsourcing – to work as a coordinator, as 
a knowledge repository, as a social capitalist, and as a change agent. The following 
section provides an overview of recent research concerning strategy development 
and implementation in the context of offshoring/outsourcing.  
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Strategy in offshoring research 
This section describes recent research on offshoring that has taken a strategic 
perspective, either to support the decision of making or buying the development of 
a product, or to increase the overall global footprint of the firm. Although having a 
strategy for offshoring is not yet common practice, a number of cases provide 
examples of how strategies for offshoring are presented, as well as suggested 
models for evaluating and developing offshoring. A literature review of offshoring 
with a strategic perspective shows the following themes:  

 Pace and magnitude in adoption of strategy in the industry 
 The preferred outcome of an offshoring strategy 
 Emergent strategy, offshoring as a learning opportunity guiding 

organizational attention  
 Strategy as a decision model (prescriptive) 
 Offshoring maturity models (prescriptive) 
 Offshore outsourcing and captive strategies in practice 

In the last five years, offshoring researchers have explored how companies adopt 
strategies for offshoring and have tried to prescribe suitable models for how to 
think strategically about these issues. King and Torkzadeh [2008] ranked the 
strategic organizational implications of offshoring (e.g. organizational learning and 
firm knowledge) as the number one issue concerning information systems 
offshoring. However, there is a difference between evaluating the potential for, e.g., 
cost reduction by considering offshoring or outsourcing on a project basis and 
reviewing how a number of offshored projects will change the behaviour of the 
firm in the longer run.  

Findings from the Offshoring Research Network indicate that the very existence of 
a strategy for offshoring changes the outcome of such implementation. Massini et 
al. [2010] use a series of regression tests to demonstrate how the adoption of 
strategy leads companies to a more strategic perspective of offshoring, achieving 
higher cost savings from their offshoring projects compared to those without a 
strategy. In the early stage of offshoring the adoption of most offshoring projects 
appears to have followed a bottom-up, opportunistic process led by managers with 
an overview of specific business processes (usually involving unit level managers at 
a business unit level). Interestingly, the adoption of strategy for offshoring 
significantly influenced the key offshoring drivers, perceived risks, and factors 
underlying offshore location choices and leading to higher achieved cost savings. 
Massini et al. [2010] conclude that strategy directs organizational attention towards 
a more strategic perspective of offshoring and may thereby increase the awareness 
and capabilities needed to capture benefits from offshoring obviously not seen by 
other firms.  
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The importance of experience is further acknowledged by Jensen [2009], who 
considers offshoring of advanced services as an opportunity for strategic business 
development and organizational change. As partnerships evolve and firms gain 
experience, the learning effects in both home and host firms increase, and the 
objectives of the collaboration change. Experience starts a sequence of changes at a 
systemic level as the organization adapts to better exploit the advantages of 
offshoring.  In their study of 850 information systems offshoring projects, Hahn et 
al. [2009] found that firm-specific experience led to an increased tolerance of riskier 
locations. Firms learn from their own and their peers‟ experiences, processing the 
learning in a way that enables them to explore more challenging and difficult 
environments.  

A popular perspective on offshoring connected with strategy is research on 
important factors coupled with the offshoring decision. Contractor et al. [2010] 
found two salient changes in strategy, (a) slicing the value chain of the firm into 
ever smaller pieces (as organizationally and economically feasible) and (b) a 
willingness to offshore and outsource functions related to the core competencies of 
the firm. In addition to disaggregation, there are other strategic issues concerning 
offshoring that affect organizational practice. Power shifts in the relation and the 
risk of misappropriation of intellectual property at transfer tend to limit the 
willingness to offshore certain functions [Aron and Singh, 2005]. This can be seen 
in the reluctance to offshore more advanced projects involving product 
development and R&D [Howells, 1999]. Hahn et al. [2009] found that in the early 
phases of global IS offshoring, the imperative to follow the broader competitive 
environment irrespective of prior experience is quite noticeable. Firms adopt an 
aggressive rather than defensive strategy in relation to competitiveness and thereby 
pay more attention to the risks of not offshoring. This is an interesting finding that 
again indicates that there are not only rational objectives behind firms‟ adoption of 
offshoring and coupling strategy.  

Some researchers also connect strategy with capability development. The internal 
capabilities and global competence of companies with an offshoring strategy enable 
firms to better manage the coordination and complexity of globally dispersed 
internal processes, integrating captive and third-party delivery models and functions 
[Massini et al., 2010]. Massini et al. [2010] propose that companies develop 
corporate strategy as a specific capability. A corporate offshoring strategy includes 
the requisite capabilities for enhancing efficiency in offshoring activities, such as 
coordination and processes, getting internal buy-in, establishing corporate 
offshoring resource centres, and sharing knowledge transfer, best practices, and 
talent management. More specifically, Roza et al. [2011] propose that offshoring 
might be used as cost, resource, or entrepreneurial strategy. Cost drivers are most 
important for large and small firms, whereas resource drivers are especially 



 
30  │ FRAME OF REFERENCE 

important for medium-sized and large firms. Entrepreneurial drivers are most 
important for medium-sized firms.  

Another stream of offshoring research focuses on maturity models. Carmel [2005] 
developed an „Offshoring Stage Model (OSM)‟ with four stages: offshore bystander, 
experimental stage, cost strategy stage, and leveraging offshore stage. While the first 
two stages are considered a learning period, many companies remain in stage three, 
since cost reduction continues to be the main objective of the collaboration. In 
stage four, leveraging offshore, there are three strategic goals that can be fulfilled: a) 
speed, agility, and flexibility. Locations that have a large labour supply can help 
reduce ramp-up time, b) building global networks for knowledge sharing, and c) 
deeper localization. Establishing a centre in a new country enables adaptation of a 
product to local language and culture (especially in large, promising markets like 
India and China). 

The firms in stage four are defined as those who have “strategic benefits that are 
unique to offshoring and cannot be achieved by other means” [Carmel, 2005], such 
as reengineering internal company processes and other types of organizational 
transformation that coincide with outsourcing. Kearney [2004] introduced a 
consultancy model for offshore outsourcing called „maturity model‟, consisting of 
five stages: 1) contract labour, 2) small offshore pilots, 3) scale, 4) offshoring as a 
key element of strategy, and 5) transformed global operating model. While the first 
three stages resemble the OSM model, the two latter stages clearly indicate the 
transition from establishing offshoring as a significant part of operating the 
business into a truly global operating model where all units have their own sets of 
capabilities needed for the company to succeed.  

There are a number of studies describing offshore outsourcing coupled with 
strategy, e.g. its relation to core competences and make-or-buy strategies [Quinn 
and Hilmer, 1994], bringing together strategic outsourcing and corporate strategy 
[Quélin and Duhamel, 2003], and more specific implications such as how to 
manage dispersed expertise and knowledge transfer in IT [Oshri et al., 2007]. 
Research on how to manage offshoring strategies in practice is scarce, with a few 
exceptions. Levina & Su [2008] consider global sourcing capabilities to be a 
prerequisite when choosing a multiple provider strategy. The engagement of many 
suppliers is identified as advantageous when global supply markets develop rapidly, 
even when relationship-specific investments are critical.  

Oshri‟s [2011] book on offshoring strategies is a rare exception of research on 
offshoring that provides guidance on strategy specifically in the context of 
offshoring captives. Six models of captive centres are described, ranging from the 
wholly-owned captives to hybrid forms and joint ventures, including a discussion 
on how it is possible (and necessary) to change the captive model over time. 
Specifically, there are two main factors that multinationals are advised to consider 
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when starting up a captive centre: the strategic intent of the parent firm (growth vs. 
cost) and the specific characteristics of the local market at the offshore destination 
(underdeveloped vs. developed). Furthermore, Oshri et al. [2009] report frustration 
of managers in successful captive centres mainly because of a misalignment 
between the captive centre strategy and the parent firm's global strategy. Often the 
source of this misalignment is in the parent's firm perception that the captive centre 
should perform simple and repetitive tasks in low-cost locations.  

There is a distinction to be made between using offshoring as a result of a firm level 
strategy compared to developing and implementing an offshoring strategy, where 
the latter is the focus of this research. There are a number of open questions related 
to offshoring strategies, such as what are the implications of having an offshoring 
strategy for the practice of the firm? How do different levels of the firm interpret 
offshoring strategies and how does that affect the overall strategy implementation? 
Since there is a lack of strategies for managing offshoring in practice, the 
implementation of offshoring decisions requires involvement from different levels 
in the organization not only for implementation of strategy, but also for its 
formulation and interpretation of top management decisions. Strategy as practice 
guides the research to focus on the roles and activities connected with strategy in 
practice, and middle management is proposed as a potential contributor in the 
strategy process. My perspective going forward is that strategy is an on-going 
process, including various levels in the organization both in the making and the 
application of strategy. Offshoring strategy reflects a maturity and capability of an 
organization and when a strategy is decided it needs to include not only all levels 
but also both sides of the collaboration.  

2.4 The establishment of capabilities and routines for offshoring 

Organizational capabilities 
One important aspect of effective offshoring is to ensure that key stakeholders are 
engaged and that the strategic decision to offshore is supported by an 
implementable strategy. Translating that decision into action requires capabilities 
not only to transfer the required explicit and tacit knowledge to the new site, but 
also to sustain it during day-to-day operations.  Capabilities exist at multiple levels 
in the organization and can be understood in terms of activities, routines, and 
capabilities [Grant, 1996]. This section will give some insight into what 
organizational capabilities are and how they can be understood in the context of 
offshoring. An organizational capability is the organization‟s ability to perform a 
wide range of actions, as described by Dosi et al. [2000], pp. 1-2]: 

“we identify the term „organizational capabilities‟ with the know-how that enables 
organizations to perform these sorts of activities” ….“Capabilities fill the gap 
between intention and outcome, and they fill it in such a way that the outcome 
bears a definite resemblance to what was intended.”  
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Dosi et al.‟s [2000] definition points out two important aspects of organizational 
capabilities: involving the knowledge and experience needed to perform a certain 
task, and the transformation from intentions to the actual outcome. While routines 
represent the habitualized actions in an organization, the system level of the 
collection of knowledge, routines, and actions that enable an organization to 
perform certain complex tasks is defined as organizational capabilities. Dosi et al. 
[2000] distinguish routines from capabilities, saying that while routines can be found 
in contexts in which their purpose is unknown, a capability involves intentionality 
and deliberate action. Routines can be considered the building blocks of 
capabilities. Routines have the purpose of coordinating the skills of the 
organization, turning the collective base of skills into useful effect. Capabilities are 
linked to the notion of higher-level routines or sets of routines allowing firms to 
manage recurrent situations in an efficient and predictable manner [Nelson and 
Winter, 2002; Winter, 2003]. Schreyögg and Kliesch-Eberl [2007] discuss several 
requirements that need to be fulfilled for an organizational capability: 

 Outstanding skills proven to solve extraordinary problems 
 Doing something recognized and appreciated 
 Not single case – habitualized action patterns 

a) Reliable and practiced over time 
b) Integrating past experiences, present problem solving, and 

prospect for future resource allocation 
c) Embedded in organizational design, information procedures, 

micro politics, information channels, culture, and control regimes  

Organizational capabilities as a concept describe qualities on different levels in an 
organization. Organizational learning, rapid product development, quality of 
production, product line development, and supply chain management are some 
examples given in the literature. Compared to resources, the firm-specific nature of 
capabilities makes it difficult to transfer capabilities between firms. Organizational 
capabilities are not easily acquired, but rather path-dependent, long-term, and a 
result of continuous learning [Kusunoki et al., 1998].  

While one can presume that a certain set of capabilities is the foundation on which 
all companies operate, Collis [1994] argues that it leads to problems in prediction 
and explanation of competitive advantage. He mentions three reasons for the 
changing competitiveness of a capability in an organization: 1) erosion of capability 
when adapting to context, 2) replacement of a different capability, and 3) surpassed 
by a better capability. Further on, Collis [1994] discusses how fast the rules of the 
game can be changed, as a competitor may invalidate the advance by pursuing 
substitute capability. Valuable capabilities are dependent on the context (e.g. 
industry and time), and for researchers it is only possible to identify current or near 
future competitive capabilities in the industries [Collis, 1994]. As the practice of 
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offshoring strategies continues to increase across various industries, including the 
most advanced activities within a firm, the ability to handle all the phases in an 
offshoring implementation is proposed here to be one of the important capabilities 
organizations need to acquire today.  

A related concept that has attracted the interest of researchers in recent years is 
„dynamic capabilities‟. “a dynamic capability is a learned and stable pattern of collective activity 
through which the organization systematically generates and modifies its operating routines in 
pursuit of improved effectiveness” [Zollo and Winter, 2002, p 340]. Operational and 
dynamic capabilities are differentiated by their context. While operational 
capabilities are required to maintain the organization and earn a living in the 
present, dynamic capabilities are associated with the concept of change, i.e. 
adapting, integrating, and reconfiguring [Kay, 2010]. As dynamic capabilities refer to 
changing rather than maintaining an organization, the concept can be considered 
highly relevant in different stages of the offshoring process, as the offshoring 
process causes a disruption in normal organizational practice, e.g. before the 
organization has reached a steady state of operating in a globally distributed 
manner. Dynamic capabilities constitute the firm‟s capacities to integrate, build, and 
reconfigure internal and external resources/competences to address and shape the 
organization in response to rapidly changing business environments [Katkalo et al., 
2010]. They may be rooted in change routines, but are more commonly part of 
creative managerial and entrepreneurial actions, in which they reflect the speed with 
which and the degree to which a firm can align and realign its resources and 
competences to match the business environment [Katkalo et al., 2010].  

Organizational routines 
For an outsider looking at how an organization is managed, routines are one of the 
processes that are easy to identify. Routines can be carried out by one or several 
employees, on different levels in an organization, and indicate what kind of actions 
are desired in the specific context. Cohen and Bacdayan [1994] define routines as 
“interlocking, reciprocally-triggered sequences of skilled actions”. Organizational 
routines are characterized as a multi-actor phenomenon of an emergent and 
experiential nature. At the same time, the underlying knowledge of routines may be 
partially inarticulate [Cohen and Bacdayan, 1994]. While skills can be found on an 
individual level, routines are found on the organizational level [Dosi et al., 2008]. To 
summarize, routines  

- are repetitive and context-dependent in nature 
- have no presumption of evident purpose 
- have no presumption of deliberation or conscious choice  
(e.g. seen in the existence of conflicting interests in routines) 

However, routines also have a dynamic character. They are used to systematize 
plans, internalize actions, socialize outcomes, and externalize ideas. Participants in 
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routines can also change them for several reasons. One reason is that there is no 
exact link between intention and outcome, but instead actions can lead to new 
problems or opportunities. Feldman [2000] describes three types of changes of 
routines: repairing to produce the intended outcome, expanding to include new 
opportunities, and striving to attain something that is difficult. New routines are 
created by on-going practice for several reasons, for example technology disruption 
and learning process as well as cognitive, interpersonal, and organizational 
adjustments of routines. It is crucial to take into account the complexity of the 
context in which routines are established and developed, as discussed by Feldman 
[2000, p. 614]: 

“Routines are performed by people who think and feel and care. Their reactions are 
situated in institutional, organizational and personal contexts. Their actions are 
motivated by will and intention. They create, resist, engage in conflict, acquiesce to 
domination.” 

Studies of capabilities in the offshoring context 
Massini et al. [2010] argue that a primary task of management is to make strategic 
choices in order to maximize the value of existing capabilities and develop 
capabilities for the future. A few studies discuss the importance of capabilities in 
the context of offshoring, specifically in terms of project management capabilities 
[Ethiraj et al., 2005], technological capabilities [Song & Shin, 2008], process-related 
capabilities [Ethiraj et al., 2005], knowledge management [Gold et al., 2001], 
interface management [Manning et al. 2012], attrition/resource management [Oshri 
et al, 2009], and enhancing the portfolio of capabilities within the value chain 
[Holcomb and Hitt, 2007]. The capabilities perspective is used here as a framework 
for studying organizational capabilities on offshoring in general and transfer 
projects in particular (for an overview, see Figure 6).  

Lewin and Peeters [2006] describe the evolution of offshoring implementations into 
a progressively standardized industrial practice, with suppliers of these business 
services multiplying and offering a broader range of activities. They anticipate the 
commoditization of entire suites of organizational processes, including the transfer 
of hitherto unique and tacit organizational capabilities to external providers. In 
King and Torkzadeh‟s [2008] review of information systems offshoring, the 
strategic organizational implications of offshoring (e.g. organizational learning and 
firm knowledge) are ranked as the number one issue concerning offshoring. They 
claim that the impact of offshoring on key organizational capabilities is yet to be 
resolved. In Lewin and Peeters‟s [2006] review of the new porous web-based 
network structures that large multinationals will relate to, they distinguish a number 
of new organizational capabilities needed, such as configuring, reconfiguring, and 
managing remote locations as well as mixing and remixing various intermediary 
service providers. Manning [2008] describes several capabilities companies need to 
develop to remain competitive in the use of offshoring, from recruiting and 
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development to retaining talent over time, coordinating globally dispersed 
innovation activities, and collaborating with external partners.  

Furthermore, Manning et al. [2012] propose that interface management is a 
potential organizational capability (rather than an individual skill) that is crucial in 
the offshoring context. Interface management can serve as a dynamic organizational 
capability, as firms shift from a process design orientation (ex-ante process 
specification and minimizing interface coordination) to a process management 
orientation (focusing on effective handling of often situation-specific interface 
challenges in practice). The firms would thereby increase day-to-day handling of 
process ambiguities as tasks get relocated [Manning et al., 2012]. These are 
developed less around routines or rules and more about relations and activation of 
emergent individual expertise in interaction with others. 

A global distribution of work also creates a higher demand for coordination 
between sites. Kotlarsky et al. [2008] recommend a couple of practices to overcome 
the challenges associated with globally distributed teams: inter-site coordination 
through a division of work that minimizes cross-site communication and 
synchronization, and technologies that support collaboration in a distributed 
environment. They note that instead of sharing specialized knowledge, the 
managers should focus on knowing where expertise is located and needed. There 
are several categories of coordination mechanisms: Technologies are most useful 
for amplifying knowledge management processes to allow knowledge sharing. 
Organization design facilitates knowledge flows across organizations and teams. 
Work-based mechanisms make knowledge explicit and accessible, while social 
mechanisms are needed to build social capital and exchange knowledge and ideas. 

Ethiraj et al. [2005] studied empirically the importance of capabilities in the 
software service industry and distinguished two types of capabilities: client-specific 
capabilities and project management capabilities. Client-specific capabilities are 
facilitated by repeated interactions with the client, resulting in decreasing project 
execution costs and an increasing contribution to the project. Project management 
capabilities, on the other hand, are acquired through the investments made in 
infrastructure and systems to improve the company‟s development process. Specific 
to the software industry, the authors point out three capabilities as particularly 
important: a) software design capabilities, b) effort estimation and management 
capabilities (estimating resources), and c) schedule estimation and management 
capabilities (complete within the planned schedule). While client-specific capabilities 
are only relevant in that particular context, project management capabilities are 
relevant across clients, industry domains, and development platforms. The results 
showed that projects for new clients received approximately two per cent lower 
contribution to projects. Project management capabilities were generally predictive 
of higher project contribution.  
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Dosi et al [2008] differentiate technological capabilities from organizational 
capabilities. While technological capabilities involve the shared knowledge of 
technology and routines to manage technology, the authors refer to organizational 
capabilities as the knowledge, routines, governance of coordination, and social 
interaction within and outside the organization. Song & Shin [2008] discussed the 
paradox of technological capabilities when it comes to knowledge sourcing in 
different centres in multinational companies. Their discussion concerns how a 
firm‟s willingness to outsource and obtain knowledge depends on its relative 
competence in the home and host countries. When a host country has stronger 
technological capabilities than the home country, the multinationals‟ headquarters 
tend to outsource more actively from the host country. The technological 
capabilities combined with absorptive capacity of an overseas lab increase the firm‟s 
readiness to seek knowledge from the host country for innovative activities. A 
specific type of technological capabilities that has received attention in the literature 
connected with offshoring is knowledge and system integration capabilities (see e.g. 
Hobday et al., 2005; Brusoni et al., 2009) 

Gold et al. [2001] use organizational capabilities as a theoretical perspective in 
investigating effective knowledge management. They suggest that knowledge 
infrastructure should consist of technology, structure, and culture. The 
technological dimension includes business intelligence, collaboration, distributed 
learning, knowledge discovery, knowledge mapping, opportunity generation, and 
security. Organizational structure has a dual nature: rationalizing individual 
functions and units but commonly inhibiting collaboration and knowledge sharing 
across the firm. Reward and incentive systems should be structured to motivate and 
reward employees to generate and share new knowledge. The culture of the 
organization is central to efficient knowledge management, promoting interaction 
and dialogue across the firm, with the support of corporate vision and corporate 
values. Gold et al. (2001) also mention four broad dimensions of process 
capabilities: the acquisition process, the conversion of existing knowledge into 
something useful, application processes, and protection processes.  

Specific to the outsourcing context, Willcocks and Griffiths [2010] name nine 
capabilities important to manage in IT offshoring: business systems thinking, 
contract facilitation, vendor development, contract monitoring, informed buying, 
leadership, architecture planning, relationship building, and making IT and 
processes work. Mukherjee et al. [2013] highlight two main location-specific value-
creating capabilities and resource management processes specific to the challenges 
of offshore outsourcing; locating (managing the complex location decision) and 
managing global talent (recruitment, development and retention of employees).  
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Holcomb & Hitt [2007] argue that strategic outsourcing not only allows firms to 
reduce costs but also improves their portfolio of capabilities and their value 
creation potential, especially since firms produce new combinations using 
capabilities provided by the new markets entered. Strategic outsourcing enables 
firms to align competing priorities, focus management on growth and innovation 
opportunities, and allocate available resources to best effect. They extend the focus 
on cost reduction by governance mechanisms to include the value that is created 
when firms more effectively exploit the specialized capabilities obtained from 
outsourcing relationships.  

Sako‟s [2006] review of official statistics of UK business services shows that the 
productivity of business service providers is enhanced through more 
standardization, further consolidation of business processes, increased 
specialization through outsourcing and offshoring, and by moving up the value 
chain to offer customized solutions. When suppliers in vertically disintegrated 
markets develop new capabilities, they are tempted to engage in an invasive strategy, 
going upstream and downstream, in direct competition with the client company 
[Sako, 2006].  

The theoretical overview of organizational capabilities for offshoring is summarized 
in Figure 6, and is further discussed in Chapter 5.1. 
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3.  Methodology 
 
This chapter describes the underlying ontology behind the research design, the data 
collection and analysis. The chapter concludes by a section describing the research 
process, reflecting on the research journey and the knowledge accumulation.  
 

When starting a PhD research project, the challenge is to find a way to make a 
complex reality explainable to other people and to provide guidance both for future 
scholars and practitioners who face the same complex issue. The management of 
offshoring is an example of this kind of situation, involving a complex set of 
collaborations, organizations, hierarchies, history of implementations, countries, 
cultures, and other factors that in the end has an impact on the success. Offshoring 
as a phenomenon exists on different levels in the organization as well as between 
organizations. By including a number of interviewees on different hierarchical levels 
with different occupations and from different parts of the organizations (projects), I 
gained insight into the different views of offshoring in the organizations, 
corresponding to the case study characteristic of striving towards a holistic 
understanding of the phenomena under research. It is also a phenomenon that 
unfolds and is adapted over time, creating a need for a process perspective. The key 
challenges and decisive factors in managing offshoring in their organizations were 
determined in discussions with the interviewees. The implications of these factors 
on the research design are threefold: 

 The need for a holistic perspective (to account for the complex set of 
factors) 

 The need for exploring dyadic relationships and different hierarchical levels 
 The need to see events unfolding over time 

In addition to these factors, this research considered the distinction between 
tangible and intangible aspects of offshoring. From a governance perspective, 
process documentation can be used as a basis for the analysis of artefacts of 
offshoring, e.g. strategy and process documentation, policies, key performance 
indicators, transfer project plans, organizational charts, etc.  These tangible results 
of the management of offshoring do not give the full picture of how people 
involved in the projects perceive the situation or their actual view and behaviour. 
Intangible aspects of managing offshoring include the knowledge and capabilities 
that different levels of employees possess, the motivation and incentives that guide 
their actions, the interplay of different cultures, and contexts of different sites, etc. 
Since it is the latter intangible aspects that are the focus of this research, in-depth 
case studies were chosen as a methodology for attaining knowledge concerning the 
dynamics of offshoring.  
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This chapter provides insight into the underlying scientific view of the research, 
outlining the research design and what methods were used for collection and 
analysis of data.  An overview of the research methodology is presented in Figure 7. 

 

Figure 7. Approach to developing methodology 

3.1 Scientific view and approach 
The scientific view of a researcher is defined by how the researcher views the world 
and the relation between empirical studies and reality. Positivistic researchers look 
for presupposed causal laws explaining empirically observed events, while with a 
hermeneutic approach, a researcher interprets why and how people act in a certain 
way in a specific situation. On the scale between seeing the world as an objective 
reality and viewing it as a socially constructed and relative phenomenon, this 
research is in the middle – adopting a realist approach. The management of 
offshoring involves bridging national and organizational boundaries, transferring 
knowledge, and building trust and commitment in times of organizational 
transformation. The complexity of the subject requires a combination of in-depth 
studies within the context and larger-scale validation studies to identify all the 
relevant facets of the phenomenon.  

The existence of a mind-independent reality is a central philosophical thesis of 
realism. The views of how empirical research can shed light on this reality differ 
however. This thesis is founded on a stream of realism called critical realism. 
Critical realism is based on three basic notions: a) scientific theory refers to reality 
as the structures and mechanisms of the world, rather than the empirical events as 
such, b) these underlying structures and mechanisms are only under certain 
circumstances related to observable empirical events, and c) even though the 
scientific knowledge of reality can never be seen as certain, creative construction, 
modelling, and critical testing of theories help us acquire such knowledge. 
According to realists, our grasp of organizational reality is fragmented and research 
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can contribute by progressively providing a better understanding of the same. 
Consequently, scientific theories offer provisional descriptions and accounts of 
phenomena that are always open to revision. However, it is still necessary to assess 
competing theories in relation to the comparative explanatory power of the 
underlying mechanisms and structures of a phenomenon [Tsang and Kwan, 1999]; 
[Reed, 2005].  

The distinction between the real and the empirical world is important, since the 
empirical domain is not the deepest level of reality. This is what distinguishes 
critical realism from empirical realism or a positivistic view of knowledge. “Critical 
realism will be regarded as a meta-theoretical paradigm focused on explanations of 
the underlying „generative mechanisms or structures‟ that shape corporate agency 
and the social relations that it reproduces and transforms” [Reed, 2005, p. 1637]. 
Reed [2005] describes how the objective of critical realism is to explain but not 
predict social behaviour, in terms of the causal mechanisms that constrain and 
enable different types of human collective action. This also involves the need to 
identify and account for the complex interactions of contradictory and conflicting 
powers and influences operating at different levels of analysis. All knowledge results 
from a diffusion process that places knowledge in a spatial location, a historical and 
social setting, although anchored in an independently existing world [Reed, 2005]. 
Compared to a positivistic approach, this means that when analysing data, I am not 
only looking for general themes across the sample but also trying to reveal 
contradictions and trace them to organization affiliation or past events.  

In this research, this translates into seeing naturally occurring data as analysable 
texts rather than as the absolute and only truth. The collected data (especially from 
interviews) give insight into company practices in offshoring and how these 
practices have evolved. There are, however, other aspects that are not easily 
detected by the researcher due to the limited knowledge, lack of openness, or 
forgetfulness of interviewees. Business review documentation may suffer from the 
same weaknesses. Offshoring is a phenomenon affected by a wide range of forces 
on different levels, such as industry trends, top management incentives, or the 
motivation and actions of a single employee. The underlying mechanisms and 
structures can be invisible to the researcher as well as to members of the company 
itself. Triangulation both in terms of data collection methods and roles in the 
organization is an example of a strategy taken to help reveal these structures. The 
studies are also designed to capture the views of dyadic relationships, both partners 
being interviewed and presenting their views on the topic.  

3.2 An interactive approach – engaged scholarship 
Due to the sensitive nature of offshoring strategies as seen by employees, a long-
term engagement with the case study companies was established. This choice of 
close cooperation with the companies led to an openness in both directions 
concerning the progress of the collaboration and upcoming issues and exclusive 
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access to both interviewees and internal documentation. The research did not 
interfere with working procedures at the case companies, but the close cooperation 
enabled continuous feedback and iterative data collection cycles by following the 
projects longitudinally. The longitudinal design also helped us explore how the 
projects evolved over time. This ensured easy access to the articulated, formalized 
practices as well as traceability into the actual views and practices that determine 
how the management of offshoring is performed.  

This research was planned in accordance with the engaged scholarship model. This 
model stresses the importance of obtaining the perspectives of key stakeholders 
(e.g. researchers and practitioners) when acquiring knowledge about complex 
problems [Van de Ven, 2007]. The depth and insights of the knowledge are 
enhanced if these stakeholders are from diverse backgrounds. The complexity of 
the subject studied demanded iterative cycles of data collection, comparison with 
existing knowledge, and conceptual theory building, which was facilitated by the 
long-term engagement of the companies. A participative approach was taken 
throughout the research process: problem formulation, theory building, research 
design, and problem solving (see Figure 8). Problem solving refers here to the 
process of writing a narrative or making a presentation of research findings to 
obtain confirmation by the interviewees of the findings and disseminate the 
knowledge obtained. By completing the cycle for each data collection, the study 
becomes a continuous learning process for both the researchers and the company 
contact persons, and the conceptual models of their world are improved by each 
cycle. In the end, the understanding of the companies, originally limited to what the 
interviewees can contribute, is augmented by the subsequent processing of this by 
the researchers. The aggregated picture of the respondents‟ descriptions is 
communicated back to the interviewees and the industrial reference group as a 
feedback loop for verification of the researchers‟ interpretations and to document 
their reflections on the overall picture. 

The challenges found in one case study led to a study of different topics; each cycle 
increased our understanding of what type of challenges companies face in different 
situations. The study also made it possible to observe the interplay of context and 
events unfolding in the execution of offshoring. At the end of the research project, 
an executive course was created to communicate the general findings and validate 
them further. Participants included 15 managers from the case study companies 
who participated in the one and a half days long course leading to diffusion of 
knowledge within the companies as well as a possibility for validating the results 
and an associated capability framework.  
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Figure 8. The research process (adopted from Van de Ven, 2007). 

Industrial reference group 
An industrial reference group consisting of representatives of the university and 
different business units of the two companies was created. The industrial reference 
group meetings were used for presentation by the researchers of the summaries and 
analyses of their studies and confirmation by the companies that these correspond 
to their view of the organization. This also contributed to case sampling (stratified 
sampling). For the research it was necessary to find cases for study with sufficient 
interaction with an offshore site, specific project characteristics, specific stages of 
the offshoring process, and general accessibility. The first round of interviews dealt 
with the overall project portfolio and an orientation to permit an in-depth 
investigation. The discussions during these meetings, of three to four hours‟ 
duration, elicited nuanced perspectives and insights of the companies‟ 
representatives, providing guidance in planning the research and ensuring its 
empirical basis through the right selection of interviewees able to present all the 
facets of the problem. Reference meetings included presentations and workshop 
elements used to frame the research project as well as to provide guidelines for 
ensuring relevance and correct choice of words when creating interview protocols 
and questionnaires.   

3.3 The research design 
The choice of research method and design is guided by research objective and 
research questions. In this chapter the chosen data collection and analysis methods 
are presented. As described in previous sections, the nature of the problem studied 
demanded a cooperative research process with a mixed method approach to 
capture events as they unroll. The engaged scholarship approach was used including 
both qualitative and quantitative data, as described below. An overview of the 
design and the collected data can be found in Table 4.  

Qualitative research  
The objective of this research design was to help determine the dynamics of the 
management of the offshoring of complex products in order to discover its 
underlying mechanisms and structures. As the area is incompletely understood, an 
exploratory approach, the collection of qualitative data, was used. Qualitative 
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research is based on its inductive approach, words rather than numbers being used 
to describe specific situations or people. It is especially suited to obtaining an 
understanding of the meaning of participants‟ experiences, the particular context in 
which they operate, unanticipated phenomena, or the actions that constitute a 
process [Maxwell, 2005]. The exploratory nature made a qualitative approach 
suitable for the initial phase of the research project.   

Case study research 
 “A case study is a unit of analysis in case research. It is possible to use different 
cases from the same firm to study different issues, or to research the same issue in a 
variety of contexts in the same firm. Case research is the method that uses case 
studies as its basis.” [Voss, 2009, p. 164] 

A case study design based on qualitative data was suitable since the focus of 
research was to investigate offshoring as a current phenomenon in its natural 
context [Yin, 2009]. This research began with an in-depth case study of the 
outsourcing context and evolved into multiple-case study design, adding cases of 
offshore transfer management and collaborations with India and China.  In-depth 
case studies are suitable for exploration purposes, while multi-site cases and 
multiple-case studies are more appropriate for theory building and theory testing 
[Voss, 2009]. While single cases may permit greater depth of research, multiple-case 
studies are less subject to observer bias. While the offshoring topic is not new, the 
research on sending more advanced functions overseas remains limited and the case 
studies provide a suitable opportunity to explore the dynamics of this context and 
thereby evaluate and extend the existing theories that have been developed in other 
contexts (e.g. the large-scale database surveys performed by Lewin et al., 2009).  

Another way of distinguishing case methodologies is by separating them into 
retrospective and longitudinal cases.  Retrospective cases allow collection of data on 
historical events but do not provide reliable information on how the process 
evolved in practice, as interviewees may forget or misinterpret their memory of 
events. Longitudinal field study is defined by Åhlström and Karlsson [2009] as in-
depth studies of change processes inside organizations. They are a specific type of 
case study that involves studying a phenomenon over time (not a single data point), 
in real time. Organizations suitable for this type of research have a change process 
that is transparently observable, and the data should be collected from a position in 
the organization in which the members are most likely to be knowledgeable 
regarding the process being studied [Åhlström and Karlsson, 2009] The problem of 
longitudinal research is that it is time-consuming and the final result is unknown 
from the beginning.  Consistent with our view on offshoring as a steady state and a 
process, both retrospective and longitudinal cases form the basis of this research 
(see Table 4).  
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Case selection 
One should remember that sampling does not solely involve people but also 
settings, events, and processes. These parameters should be considered in relation 
to the research questions to make sure that the selection is representative and time-
efficient in providing the answers required [Maxwell, 2005]. The sampling of cases 
for this research can be described on three levels: choice of companies, choice of 
cases (matching research objective), and more specifically choice of projects 
(matching access to actual data in the companies). The intention was to sample 
projects in the organizations that represent different types (e.g. outsourcing or 
offshoring) and different stages in the organizational process of developing 
organizational capabilities needed for offshoring (projects in different periods, as 
well as the use of lessons learned and similar tools). Consequently, the cases were 
chosen in respect to their maturity and type. The partner organizations provided 
insight into the offshore outsourcing perspective through a long-term relation with 
an Indian vendor (Study 1) and into the offshoring perspective through an offshore 
R&D centre in China that is co-owned with another company (Study 2). In the 
second stage, two business units of a multinational firm with different amounts of 
experience and types of engagement in offshoring were selected to compare and 
contrast internally as well as with the other firm. Since the focus lies on managing 
the interface between sites during the different stages in the offshoring process, the 
data that are relevant can be found in the specific projects that have an interface 
between sites in their daily work or in the specific periods during a transfer project 
when a new interface is created.  

3.4 Presentation of case study companies 
Eurosoft2 is a European Fortune Global 500 company that develops software-
intensive systems and operates business-to-business. Even though its products are 
complex and require a significant effort and budget for development, Eurosoft 
operates on a strict budget, focusing on achieving the lowest possible costs in 
developing and implementing state-of-the-art technologies. One of its strategies 
permitting delivery at low cost while retaining labour flexibility has been to 
outsource a large part of its development to low-cost countries. Eurosoft has 
several development sites globally, which outsource projects to an Indian service 
provider (ISP). Study 1 focuses on one of its sites in Sweden and its relations with 
an Indian supplier. Study 2 focuses on the relations between the Swedish site and a 
newly established site in China, which was in the process of assuming complete 
ownership of one of the Eurosoft flagship products. The R&D centre in China has 
200 people working with projects related to the functions previously developed in 
Sweden, and since it started working with software-related areas three years ago it 

                                                           
2 Due to confidentiality reasons, the companies participating in the study have been given 
pseudonyms (Eurosoft and Eurotech).  
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has grown from 150 to 450 employees. The objectives are to expand the R&D 
research pool, to free up resources for new development, and to lower cost. 

ISP is a consultancy company with consultants in 50 countries. The company 
provides IT services, business solutions, and outsourcing to global businesses. ISP 
has executed many projects requested by Eurosoft since the business relation began 
in 2000. The supplier performs both maintenance and product development in an 
Offshore Development Centre (ODC) in India. There are around 500 persons 
employed at the ODC working directly for Eurosoft. The projects range from 
direct customer support and product maintenance to product development in 
cooperation with Eurosoft engineers. 

Eurotech is a large multinational engineering company, operating in automation 
technology areas. This research is based on collaboration with two business units in 
the automation area. The two business units have been transferring work from their 
Swedish sites to their corporate research centre in India in the last few years and 
organizing their work in global teams. The R&D centre combines corporate 
research with employees working for all the other business units at Eurotech. A 
transfer project is part of the organisations terminology for planning the 
interorganizational collaborations that are created when the responsibility of a 
product is to be moved from one site to another. Typically a transfer manager and a 
steering group are assigned who plan the work and allocate resources from the 
matrix organization at sending and receiving sites.  

3.1 Data collection and analysing techniques 
This research made use of several data collection techniques, surveys, interviews, 
and analysis of archival data to construct a robust understanding of outsourcing and 
offshoring in practice. This section will give an overview of the different methods 
used for collecting and analysing the empirical data.  

Interviews 
One of the most important sources of information in case studies is interviews 
[Voss, 2009; Yin, 2009]. The primary source of the data collected in this research is 
based on interviews with key stakeholders in the projects, in general management, 
project management, and at the team level. Different hierarchical levels of the 
organization were selected to provide a nuanced and detailed description of current 
practices in offshoring and outsourcing as a foundation for future research. A key 
informant was interviewed as a starting point in each case to give a general 
background to the organization and the projects studied as well as discuss suitable 
interviewees. From our initial ideas concerning the roles and projects to be included 
in the study, the informant provided a list of names of employees involved in the 
transfers and informed them about the research project. 
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Table 4. Overview of the empirical studies conducted 

 

* RQX = strong contribution to research question X, rqX = contribution to research question X 

  

Case study 
name/ 
Characteristic 

Study 1: The 
outsourcing study 

Study 2: The 
transfer study 

Study 3: BU 
transformation 

Study 3: BU 
strategy 

Company 
name(s) 

Eurosoft and ISP Eurosoft Eurotech Eurotech 

Geographical 
location 

Sweden and India Sweden and 
China 

Sweden and India Sweden and India 

Purpose Explore and 
describe how the 
company 
manages 
outsourcing 
collaborations and 
define areas of 
potential 
improvement 

Explore and 
describe how the 
company 
manages transfer 
projects to 
offshore partner 
and associated 
capabilities 

Explore and 
describe how two 
BUs manage 
collaboration 
with offshore 
partner and 
associated 
capabilities 

Explore and 
describe how the 
BUs interpret top 
management 
directives of 
offshore 
collaboration 

Contribution 
to RQs* 

rq1a RQ1A, RQ1B, 
rq2a, rq2b 

rq1a, rq1b, RQ2A, 
rq2b 

RQ2B, rq2a 

Unit(s) of 
analysis  

Evolution of 
collaboration and 
cultural context 

Transfer process 
and 
organizational 
capabilities 

Transfer process 
and 
organizational 
capabilities 

Strategy 
development and 
implementation 

Main data 
collection 
techniques 

Interviews, 
observation, 
archival data 

Interviews, 
archival data 

Interviews, 
archival data 

Interviews 

Study 
outcomes 

Importance of 
culture on three 
levels, 
outsourcing 
routines and 
relationship 
management 

Offshoring 
process routines 
and organization. 
The capability 
development 
associated with 
offshoring 

Offshoring 
process routines 
and organization, 
comparing 
capability 
development and 
maturity of two 
BUs 

Strategy 
development and 
implementation ( 
middle 
management 
interpretation and 
technology factors 

Real-time/ 
retrospective 
case study 

Retrospective 
(and real-time 
observation) 

Real-time Retrospective and 
real-time 

Retrospective and 
real-time 

Presented in 
papers 

I, III, IV II, III, IV, VI III, IV, V, VI IV, V, VI 
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The list from the key informant was used to select the persons for the first round of 
interviews, the interviewees then nominating additional people who could inform 
the study as it progressed (“snowballing”). Asking the opinions of company 
representatives was used as a strategy to provide insight into the different types of 
perspectives on characteristics of the individuals that together constitute a company 
(e.g. the motivation of the sending organization, the emotional response to 
offshoring, and the impact on project progress). The new interviews were 
conducted up to the point at which theoretical saturation was achieved, where no 
new insights emerged from the analysis of a further respondent.  

Yin [2009] distinguishes three types of interviews: in-depth interviews, focused 
interviews, and surveys. Other interview types regard the role of the interviewer as 
well as the reliance on interview protocol, structured, semi-structured, or open 
interview.   All interviews performed in this research were focused interviews of a 
semi-structured character. Each interview lasted for 45-90 minutes, depending on 
how closely the interviewee related to the offshoring initiatives and his/her amount 
of experience to reflect on. The objective of choosing focused interviews was to 
address certain topics with all the interviewees in order to be able to compare their 
perspectives in relation to their roles and affiliation. The interviews were carried out 
with a research protocol as a starting point, but the interviewees were allowed to 
talk freely and, depending on their answers, the interviewer asked for more detailed 
descriptions or clarifications on certain topics of interest. The semi-structured 
approach was chosen in the sense that open-ended questions allowed the 
interviewees to reflect openly, providing the researcher with the opportunity to 
recognize new areas not originally anticipated.  

The element of surprise is important when analysing a case study [Siggelkow, 2007]. 
If the reader does not perceive the finding surprising, the value of the contribution 
of the paper may be in doubt. While communication and culture were two of the 
themes of the interview protocol for Study 1, the extent to which they influenced 
the evolution of the relationship was a surprise. The open-ended questions enabled 
the case study to address issues that were not anticipated. All participants were 
informed about the confidentiality of their participation and were given general 
information on the study and how they would get information about the results. 
For Study 1, all interviews were performed on-site (in Sweden and in India) and 
were recorded and transcribed. For Study 2, a majority of the interviews were 
performed on site, and a few by telephone with extensive note-taking. Half of the 
phone interviews were performed with two researchers taking turns to ask 
questions and take notes. Similarly, in Study 3 the interviews were performed with 
two researchers taking turns asking questions and writing (a majority of interviews 
were performed on-site). In Study 4, the interviews were executed on-site or over 
the phone by one researcher.  
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Documentation 
According to Yin [2009], documentary information is likely to be relevant to every 
case study topic. Relevant documentation can include e.g. letters, emails, minutes of 
meetings, administrative documents, and progress reports. Company 
documentation was used for multiple purposes in these studies. The documentation 
provided served mainly as a basis for improving the researchers‟ knowledge of the 
organizational structures, formalized processes, and understanding of the context of 
the specific projects investigated. In addition to providing the researchers with 
contextual information, Study 2 gave a unique opportunity not only to talk to the 
key informant continuously, but also to get access to project documentation that 
was produced in real time. Establishing a relation with the transfer project manager 
was crucial to get access to these materials, and to observe how the different 
concerns expressed were formed into strategies and solutions over time. On a 
similar note, in Study 3 we were able to collect project documentation for a large 
transfer project with weekly updates on the progress of the project.  

Direct observation 
Data collection by observation can take different forms, from formal to casual 
activities. It can be useful in providing additional information about and 
understanding of either the context or the phenomenon being studied [Yin, 2009]. 
Examples of situations in which observation was used in this research are company 
workshops, meetings, and management days as well as informal meetings such as 
dinners and activities during company site visits. The observations were not made 
according to a certain process with a formal research protocol, but rather as 
informative sessions to obtain a deeper insight into the company context, culture, 
and practices. This triangulation of methods (interviews, business documents, and 
observation) gave insight into different versions of the same events and ways of 
working. Visiting the different sites gave the researchers the opportunity to see the 
work in practice and the interviewees the possibility of meeting us in person, 
building confidence by reporting the results back; this ensured that the interviewees 
got some satisfaction out of giving us a great deal of their time.  

Literature review 
Since the topic is at the intersection of many bodies of knowledge, more than a 
systematic database search is required to identify gaps and add to the existing 
knowledge. The same phenomena are described in different disciplines, typified by 
different concepts, or pertinent to a particular discipline. Repeated cycles of 
searches in databases were used as an approach to assemble the knowledge, 
snowballing knowledge for each new article by reviewing lists of references and 
thereby finding intersections between bodies of knowledge. Searches of relevant 
articles were done continuously on the topic of offshoring to follow the progression 
of the phenomena studied in the course of the years. A systematic search of related 
bodies of literature such as strategy and capabilities was combined with a review of 
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reference lists to find relevant connections between seminal papers and related 
articles from more recent research. Literature reviews help establish the authority 
and legitimacy of the research, clarifying the contribution as well as constraining the 
research to a reasonable scope [Karlsson, 2009]. By combining the capabilities 
mentioned in the literature with the experiences from a case, the likelihood of 
generating novel theory is increased [Eisenhardt, 1989].   

Collected data  
This section provides an overview of the data collected in each study; for more 
detailed information see the appended papers.  

Study 1: The outsourcing study 
This study was the initial study performed and was therefore designed as an 
exploratory study with open-ended questions concerning the evolution of Eurosoft 
collaboration and the different initiatives taking place to improve the performance. 
The interviewees were selected based on three notions of representativeness: roles 
corresponding to the actual roles involved in the collaboration, perspectives from 
both sites, and insight into different hierarchical levels in the organization. To 
clarify how Eurosoft manages outsourcing compared with captive offshoring, an 
additional four interviews were done in 2012 with managers and expats from supply 
management and access was given to their education material for outsourcing 
managers.  

Table 5. Empirical data collected for Study 1 

Data collection Eurosoft Sweden ISP Time 
Interview 8 managers 

1 team member 
3 managers, 1 expatriate 

16 managers 
15 team members 

3 months’ data 
collection in spring 
2008 
Spring 2012 

Observation  Meetings, management 
days 
8 managers 

Management days 
22 project or program 
managers 

2008-2009 
2 days, autumn 
2008 

Business 
review 
documentation 

Steering committee reports 
& management guidelines 
Executive education in 
outsourcing 

Business review report, 
HR strategy and staff 
training program report 

Written 2007-2009 
 
2012 version 

 
Study 2: The transfer study 
The second study was an opportunity to study a transfer project in real time, the 
transfer project involving shifting responsibilities for a critical product from Sweden 
to the newly developed Chinese corporate research centre. The interview study was 
combined with biweekly status meetings over the phone with the transfer manager 
(and occasionally the quality manager).  In addition, we had full access to the 
project documentation, which gave the possibility of analysing issues rated as 
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potential problems and the actions taken to prevent them from causing delays in 
the project. The lessons learned documentation was added to the study in order to 
be able to evaluate whether the problems arising in this transfer were new or had 
occurred also in previous transfer projects. Before the transfer project had ended, it 
was decided that it was to be extended due to technical dependencies, and the 
research study was then also extended to include the new transfer project manager 
and follow this small addition to the transfer.  

Table 6. Empirical data collected for Study 2 

Data collection China centre (CC) Sweden Centre (SC) Time 
Interview 7 managers 12 managers 2 months’ data 

collection in 
autumn 2010 

Status 
meetings  

- Transfer project manager & 
quality manager 

Every 2 weeks, 
autumn 2010 

Business 
review 
documentation 

Transfer guidelines, learning program for transfer, cross-cultural training 
documentation, documentation of lessons learned from 8 previous transfers, 
competence matrix 

 
Study 3: BU transformation 
The third study added another company, Eurotech, in the exploration of offshoring 
management of transfers and operations in two business units collaborating with 
the same corporate research centre in India. It included interviews with managers 
and team members at both sites (total number: 46), project review documentation 
and project planning (total number of documents: 99).  The study included 22 
interviewees in the Discrete Automation business unit and 29 interviewees in the 
Process Automation business unit, reflecting the number of people involved in the 
collaboration from both business units.  

Table 7. Empirical data collected for Study 3 

Data collection Eurotech Sweden Eurotech India Time 
Interviews 11 managers  13 managers  

22 team members  (group 
interviews) 

Sweden spring 2011 
India autumn 2011 

Documentation Transfer project documentation, weekly status 
reports (total no.: 99) 

2011 

 
Study 4: BU strategy implementation 
The fourth study was added to further investigate and confirm earlier findings on 
how strategies were developed and implemented at Eurotech. It added some more 
managerial roles to the interviews performed in Study 3 (e.g. Global R&D manager, 
Technology manager, etc.). These interviewees have global responsibilities in the 
organization and provided a top management perspective, but some of the 
interviewees from Study 3 were also revisited in order to get an update on how the 



 
54  │ METHODOLOGY 

interpretation of strategy had transformed the organization since last visited. The 
data from Study 4 were combined with the previous study in order to provide a full-
fledged description and interpretation of how the strategy process unfolds at 
Eurotech. 

Table 8. Empirical data collected for Study 4 

Data collection Eurotech Sweden Eurotech Global Time 
Interviews 4 managers  6 managers Spring 2013 

3.2 Techniques for analysing data 
The interviews were analysed after they had been converted from audio to text (in 
Study 1 by transcribing audio tapes, in Study 2-4 by means of extensive notes taken 
during the interviews).  After reading the texts, open coding was used to create 
labels with names that reflect the meaning of associated text [Kwortnik Jr, 2003]. 
The labels were written in the margins in each document, each label referring to a 
highlighted part of the text. In the first round of coding, the label names resembled 
(or copied) the words used by the interviewees. For the second reading, for which a 
common list of labels was created for all the printed interviews, the labels were 
named by the researcher to incorporate the meanings of several interviewees‟ 
quotes (by what Merriam [1994] calls clustering). The coding process became 
increasingly abstract and theoretical as the themes and patterns that emerged in the 
data were labelled in an iterative process in line with constant comparative analysis 
[Kwortnik Jr, 2003]. While new labels were set to define second reading labels that 
referred to the same types of data, the old codes were retained to keep the subtle 
distinctions these concepts were initially chosen to represent. The abstract 
categories, consisting of the individual concepts, were then interpreted to define 
central categories that comprise the material and shape it as an explanatory whole 
(see Figure 9). Besides identifying the general themes of responses to our questions, 
the iterative interpretation process also highlighted deviations from common 
themes. This was to record different views of concepts to obtain comprehensive 
knowledge of the topic.  

Since an explorative approach was chosen, the open coding of data was a way of 
differentiating the study from the theoretical concepts existing in the literature, at 
least to begin with. However, coding interview data always carries the risk of 
misinterpretation of meaning. Although it is impossible to completely eliminate 
bias, using several researchers and triangulating with different types of data can 
minimize the impact of bias. The results of the data analysis were discussed by a 
group of researchers and the interviewees were provided with a summary of the 
findings to ensure that there were no major misunderstandings. 
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Figure 9. Process of data analysis. 

In Study 2-4, a program for qualitative data analysis was used (NVivo 9). The 
coding process followed the same pattern, but the different sections of the text 
could be easily coded into increasingly abstract hierarchies through the construction 
of “nodes”. All central categories could be compared by the sending and receiving 
organizations, making sure that the results of the analysis were not completely 
reliant on organizational background or hierarchical position. The different tools 
for generating node tree maps, the visualization of the results according to quantity 
of references to each node, etc., to some extent minimize the impact of researcher 
bias on interpretations of what interviewees considered most important. A 
limitation of using NVivo could be the risk of deviation from the original context 
of a quote but this risk was reduced by marking out larger sections of the text.    

In some ways, documentation of the different gates in the projects and checklists to 
which the researchers were given access constitute a formal or ideal description of 
the project. The results of many interviews were contradicted by the 
documentation, and the continuous inflow of documentation and updates during 
the execution of the project enabled us to see how documentation was used as a 
governance and communication tool. That being said, the main units of analysis 
were the texts from the interviews, being considered more consistent with the 
actual outcome of the project.  

3.3 Quality of research 
In the end, research is the performance of systematic studies to generate theories 
that increase our knowledge of the world. The methodology presented in this 
chapter is intended to provide transparency in the research that builds the 
foundation of the thesis. Merriam [1994] presents six ways of ensuring internal 
validity, i.e. that the research conducted relates to actual practices: 

1. Triangulation. A means of collecting data from a wide range of individuals 
and contexts, using different methods. Triangulation can be used as a 
strategy to reduce the risk of unwarranted assumptions and systematic biases 
affecting the results due to the choice of a particular, unsuitable method, at 
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the same time improving the generality of the explanations as the study 
develops [Maxwell, 2005]. In practice, information obtained from 
triangulation may not converge but be inconsistent or contradictory, giving 
instead a range of views that do not converge into a single proposition about 
the problem being investigated. The results produced by alternative sources 
and methods may differ because of bias in data sources, or it may be that 
they tap into different sources of knowledge, or there may be different 
dimensions of the phenomenon [Van de Ven, 2007]. Triangulation in these 
studies involved, for example, comparing the content of business review 
documentation with the views of interviewees on different hierarchical levels 
as well as in regular meetings with the steering group.  

2. Member checking. The interviewees are given descriptions and 
interpretations prepared by the researchers to obtain their confirmation. In 
both study cases, member checking was used in various ways, e.g. by 
providing interviewees with the opportunity to read through notes from 
interviews and meetings, notes from workshops with key informants, and 
the end results presented.  

3. Observation during a longer time frame, or repeated observations of the 
same phenomena. In accordance with our research plan, based on engaged 
scholarship, we have been continuously engaged with the companies, 
involving key informants in the research design, and have continued 
checking the progress of the projects and business units over time.   

4. Horizontal review and evaluation. This consists of consultations with 
colleagues as the research progresses, to obtain their comments on the 
results. The results from individual studies were constantly discussed in the 
research group, and for cross-disciplinary papers additional researchers from 
related areas were consulted.   

5. Participatory approach. The participants in the studies were involved in all 
stages of the research. Again, engaged scholarship [Van de Ven, 2007] 
shaped the planning of this research by the participation of key informants in 
problem formulation, theory development, and problem solving in all stages 
of the studies.  

6. Clarifying the particularities that the researcher brings to the table, the 
explicit expression of viewpoints, underlying assumptions, and theoretical 
perspectives at the beginning of the research.  The researchers in the project 
came from diverse backgrounds, with an engineering and computer science 
perspective on the one side and occupational psychology and innovation 
management on the other. The different backgrounds forced the researchers 
to explain propositions more clearly but also aided the research since they 
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helped us understand the context better from both a technical and a social 
perspective as a team.  

Reliability is another concept common in positivistic science; it relates to the extent 
to which the results of research can be repeated. This concept is problematic in 
human sciences, since human (and organizational) behaviour is not static but 
constantly changing [Merriam, 1994]. Qualitative research, however, is not intended 
to isolate laws for human behaviour, but rather to try to describe and explain the 
world on the basis of how the people who are involved interpret it. Since people 
and organizations constantly evolve in relation to offshoring as a topic, a repeated 
study of the same companies could be expected to give a different result. Another 
analysis based on our raw data should not.  Transparency in describing the methods 
used for data collection and data analysis in every step of the process is therefore 
essential for establishing the trustworthiness of the results presented.  

External validity is the extent to which the result of a study is applicable in other 
situations than that in which the study has been performed, i.e. generalizability. A 
prerequisite to generalizability is that the internal validity is fulfilled. Generalizability 
is not necessarily a desired outcome when choosing case methodology. Cross-
analysis of several situations increases the generalizability of case studies from a 
traditional point of view. Merriam [1994] explains three strategies to achieve 
external validity in case research: 

 Provide those interested in transferring the results of research with sufficient 
information, in the form of a comprehensive description of the results, to 
permit evaluation of the findings.  

 Determine how typical the case is (formal categories), in comparison with 
other cases in the same category, so that readers can relate it to their own 
situation. 

 Perform a cross-case analysis in the same case or between different cases. 

From a theory-development point of view, the end result from the studies is 
analytical rather than statistical generalization [see e.g. Yin, 2009; Manning et al., 
2012]. Processes, categories, and relationships are identified from the data with the 
aim to inform future research [Eisenhardt, 1989]. Yin [2009] describes the process 
of analytical generalization, in which theory previously developed is used as a 
template with which to compare the empirical results of the case study. If two or 
more cases give the same results, replication can be claimed, more convincingly so 
if the same and not a rival theory was supported.  
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3.4 The research process – the exploration journey 
Finally, some reflections on the research process. The close connection with the 
empirical data enabled insights into the paradoxes and tensions relating to the 
global distribution of work, at the same time capturing how these events unfolded 
over time. It also demanded an iterative nature of the research process – the 
increasing knowledge concerning theory and practice creating different focus areas 
to include in the data analysis and theory development. In this exploration of 
offshoring in practice, the theoretical bodies of literature were used as a base, but 
new theoretical concepts were also introduced in the course of time, such as the 
importance of culture or formalized strategy for the successful implementation of 
offshoring.  

Figure 10 shows a visualization of the research process, indicating the iterative 
process of collecting data, performing literature review and writing papers. The 
appended papers I-V are displayed on the timeline together with other conference 
papers and the studies included in the thesis (marked in grey). The theoretical 
review spanned 2009-2014, in order to analyse the data according to the new 
insights that where gained in combination with the cycles of data collection. What is 
not described in this thesis, are the alternative routes that were explored and then 
rejected. I would like to acknowledge these routes as a part of the learning process, 
that may have contributed as much to the craftsmanship as a researcher as the 
studies included here.  
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4.  Results and analysis 
 
The chapter outlines the four studies that form the basis of this thesis. The studies 
include case studies of offshore collaborations with outsourcing vendors and offshore 
captives in China and India. Each study is summarized with problem statement and 
context, an overview of the themes in each study, and key takeaways for managers. The 
findings are based on 119 interviews and analyses of business documentation as 
described in the methodology chapter. The final section outlines some key themes from 
the cross-case analysis.  

4.1 Study 1 – Insights into the collaboration with an Indian supplier 

Problem statement 
The purpose of Study 1 was to obtain insight into a client-supplier relation that has 
involved a wide range of outsourcing tasks over ten years. This study is based on 
interviews with eight managers in Sweden and 22 project and program managers in 
India. The exploratory case study was used as a basis for planning future research 
on issues revealed in the case that have not been sufficiently explained in current 
literature. The case is described in two papers [Edoff and Norström, 2009; Edoff et 
al., 2012]. The appended Paper I used the case study as a basis for developing an 
intercultural framework that defines the different layers of culture that can influence 
an offshoring relation. The second paper [Edoff and Norström, 2009] describes 
how the relationship between Eurosoft and ISP has evolved during the past ten 
years, the present initiatives taken to strengthen the relationship, and the challenges 
the relationship faces (not appended in this thesis). The goal of the empirical study 
was twofold: first, to obtain a snapshot of the present issues emphasized by the 
interviewees and second, to elaborate on the challenges they saw ahead concerning 
the evolvement of their collaboration and the management of these types of 
relationships in general. Even though the interviewees were questioned about the 
influence of cultural issues both directly and indirectly, the extent to which such 
issues would influence the results of the study was not revealed until the data had 
been analysed. The element of surprise is important when analysing a case study 
[Siggelkow, 2007] as well as in cultural analysis [Schein, 1992], and the cultural 
aspects thus became the focus of analysis in this study. This initial case study helped 
by giving me a background to how the company Eurosoft organized its offshore 
collaboration with one of its largest vendors, and it guided future research by 
problematizing how the context influences the success of an offshore collaboration 
on different levels. 

Background 
The decision by Eurosoft to outsource some of its activities was based on two 
factors, reduction of costs and limitation of its responsibility to retain employees 
under the strict laws of employment of labour in Sweden.  Eurosoft Sweden (SC) 
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was required by top management to be able to reduce costs by 30 per cent at any 
time, and therefore hiring a consultancy firm in a low-cost country such as India 
made much sense. The ISP on the other hand has provided clients with offshore 
development centres for many years and had developed skills in adapting to the 
dynamic nature of these collaborations. As the Eurosoft–ISP collaboration grew, 
both parties communicated a wish to move closer to a collaboration partnership 
and have invested in learning more about the partner and visiting the different 
offices for support. In essence, the case study focused on those areas in which the 
collaboration remained unsatisfactory ten years into the relation. ISP interviewees 
described a constant endeavour to get more projects, to understand their clients‟ 
ways of working, and to raise their level of competence over time. Eurosoft Sweden 
interviewees, on the other hand, described a struggle to ensure offshore centre 
efficiency and to develop a sense of product ownership and proactiveness among 
the company‟s employees. This type of collaboration, in which there is competition 
for resources and product management responsibilities, is a continuous balancing 
act between understanding the partner and pushing the collaboration to a higher 
level, a push and pull between adapting to a situation and shaping the work 
processes and goals in a proactive way. Key themes in the results included 
development of collaboration, enabling innovation and motivation while limiting 
attrition, and managing culture and the interface between sites. The second round 
of analysis focused on the cultural underpinnings of the challenges described by the 
interviewees on three levels, organizational culture, national culture, and context. 

The importance of context and intercultural awareness 
Organizational culture, national culture, and context are three levels of culture on 
which areas of misunderstanding and frustration exist even ten years into the 
collaboration. The relation between levels of culture and the relation between the 
companies are described in relation to the interviewees‟ experiences and 
summarized in Figure 11. 

 

Figure 11. Focus of Study 1 – Managing the cross-cultural interface 
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Context – regional and religious differences. The Swedish client was troubled 
by the relatively high attrition at ISP, and the reduction of this became one of the 
biggest challenges for ISP managers.  A national difference is of importance in this 
situation – in Sweden the IT industry is relatively matured and Eurosoft Sweden has 
long experience as one of the leaders in its global market. In India, on the other 
hand, the whole IT industry is in a rapid state of growth. The employees are 
comparatively young and new to the business, where uncertainty about the future 
affects their behaviour and motivation. Their wish to increase their competence and 
thereby to advance in their careers does not correspond to the clients‟ wish to keep 
their knowledge within the offshore development centre. There is a gap in 
motivation between ISP and Eurosoft Sweden when it comes to developing 
expertise versus broad knowledge. “As an Indian young person, you are supposed 
to learn everything, and then go deep. This explains the career movement” (ISP 
team member). The incentive to advance and go abroad can be seen as a result of 
the rapid growth of the Indian software industry as well as family and peer pressure. 
The companies have countered this trend by implementing job rotation in Sweden, 
a reward system, and career advancement in ISP. 

National culture. In India, the respect for seniority (as well as power distance and 
ascribed status) can be seen in hierarchical patterns and in the way individuals relate 
to formal structure and titles. ISP employees show great respect for their managers 
and the clients, which influences their behaviour when their managers or the clients 
are present. The case study indicates that the risk of losing face influences the 
behaviour of ISP employees in several ways. Openly discussing ideas and giving 
feedback to their manager or taking action without first addressing the hierarchical 
levels is avoided if possible. The employees are expected to play by the rules to get 
ahead in an organization, and career tracks vary with culture. This is one of the 
reasons why Indian employees are often afraid to admit their failings, which is 
frustrating for the client, and deadlines may be missed due to optimistic time 
planning. A Eurosoft Sweden section manager describes their reluctance to ask for 
help: “To lose face; it is a big step for them to ask for help. They work by 
themselves; when they run into trouble they do it hard. The manager down there 
points out directions, the centre of attention.”  

Organizational culture. The organizational culture manifests itself in 
organization-specific routines, system, and preferred behaviour. ISP employees are 
bound by several systems of routines, which makes them rather inflexible in terms 
of thinking (even if such a system is adaptable to a client‟s project). The number of 
processes and regulations can be reduced, but any individual inclination towards 
flexibility is harder to achieve. Eurosoft Sweden would prefer ISP to act more 
proactively, to prove that they are becoming sufficiently mature to execute new and 
more advanced projects. The Indian engineers may work proactively, but they are 
required to settle decisions at management level and in accordance with ISP 
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procedures, in addition to matching their client‟s process. Organizational 
differences can also be seen in attitudes towards communication. These differences 
are described by an ISP team member who exemplifies the way the Indian 
employees will use a chain of emails to get ahead: “Attitudes, Indians more 
aggressive”. The organizational culture is also reflected in the architectural layout, as 
another ISP team member commented: “Personal space differs, here we work in 
cubicles”. A summary of the differences associated with culture is outlined in Table 
9. 

Table 9. Artefacts and espoused values demonstrated at Eurosoft Sweden and ISP 

 Eurosoft Sweden ISP 
Organizational 
culture 

Centralized structure 
Individual process of working 
(Communicating in personal meetings) 
Fragmented use of knowledge 
management system 
Openness to criticism and discussions, 
opportunities to skip hierarchal levels 
with suggestions 
Individual freedom to test ideas 
Individual performance gives status 

Centralized structure 
Centralized process of working 
(Instant messaging and email) 
Centralized knowledge 
management system 
Fear of causing loss of face 
Centralized decision making 
Reward systems on performance 
Centralized and structured idea 
and implementation process 
Ascribed status  

Analysis 
Ten years into the relation between Eurosoft Sweden and ISP, it is clear that it is 
not lack of quality of output or technical competence that causes most of the 
problems and frustration in the relation, but rather deficiencies in communication, 
openness, and the ability to understand each other. One would imagine that the 
most important causes of inefficiency could be identified and removed during ten 
years, but it is apparent that the cultural factors demand more consideration and 
internal commitment to eliminate or reduce their negative effects on project work 
in the collaboration. Structures, routines, and distance management are in place, but 
a lack of understanding of each other‟s perspective hampers communication and 
efficiency in the collaboration. 

National culture, organizational culture, and traditions are intertwined dimensions 
of cultural variation and should all be understood to influence the efficiency of 
offshore outsourcing relations. Religious and regional traditions may not be the first 
thing to consider when entering an outsourcing relation, but in some cases they can 
play a role in increasing trust and understanding as well as helping in the planning 
and execution of product development projects. In the same way that contextual 
factors explain the attrition patterns of ISP in this case study, they can create insight 
into the religious holidays of India and the one-month summer leave which is non-
negotiable in both Swedish law and culture. Several interviewees in both 
organizations have described a cycle that guides the young engineers at ISP when it 
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comes to motivation. After they graduate, they want to make a career, go abroad to 
get status, get married and stay in India to start a family, and so on. The underlying 
patterns of attrition that relate to cultural traditions provide useful information for 
career planning not only for ISP managers, but for Eurosoft Sweden as well.    

This case study gave insights into how and to what extent culture can play a part in 
client–offshore supplier relationships. Apart from the visible structures and work 
practices observed in an organization, we also found underlying values and 
behavioural differences that are inherent in each organization due to its location 
and national heritage. The cultural factors were divided into two sets in the analysis, 
one set that can be controlled by the companies involved in the business relation, 
i.e. factors related to organizational culture, and one set of factors which the 
companies can only relate to, i.e. national culture and regional/religious factors (for 
more information see Paper I).  

 

4.2 Study 2 – Insights into a transfer to a captive centre in China 

Problem statement 
The purpose of Study 2 was to look deeper into how Eurosoft managed transfers to 
captive centres. We wanted to see what specific challenges as well as established 
routines surrounded transfer projects in the organization. In addition to insights 
concerning collaboration with offshore captives the study provided an opportunity 
to follow a transfer in real time. Several development units at different Eurosoft 
sites in Sweden (SC) transferred product management to the newly established 
company R&D centre in China (CC). The transfer of the product management of 
one of the main Eurosoft products, including development, maintenance, and 
customer support, was the subject of the study.  The product concerned is a 
software-intensive product, currently their cash cow, which was expected to reach a 

 

KEY TAKEAWAYS FOR MANAGERS: CULTURE 

When transferring functions to countries with long cultural distance, cross-cultural 
training is essential for a smooth collaboration – and needed on both sides! 
Before starting a transfer project, it is a good idea to evaluate potential challenges 
coupled with the context of the site (regional factors). Potential problems can arise 
due to lacking infrastructure at the offshore site, custom regulations, time 
differences, clashes of regional holidays, etc.  
Do not underestimate the importance of soft factors when executing a transfer; 
without the understanding and commitment from sending and receiving 
organization, the technical training will not be enough to secure a smooth 
transition.  
Differences in organizational culture can be bridged through training, clear 
leadership, site visits, and establishment of incentive structures that fit the cultural 
profile of the site (e.g. individualistic vs. collectivistic). 
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mature state (entering maintenance phase), as the transfer ended. The study is based 
on interviews with seven managers in in China and twelve managers in Sweden. 
The case study is described in Paper II, and the study is partly described in Papers 
III, IV, and VI.   

Transfer management and models at Eurosoft 
As a reaction to the increasing number of transfers last year, internally as well as to 
outside suppliers, Eurosoft has developed a model to simplify internal 
communication and planning with regard to transfers. The Eurosoft guidelines 
explain that “the model is not a strict and formal „instruction‟ but rather a set of 
guidelines to help transfer project management in executing a transfer project” 
(Eurosoft internal guidelines) and to establish a common nomenclature and 
definitions for the gates and phases in the company‟s transfer projects. The model 
consists of three phases; planning, execution, and support periods, which are 
governed through five gates (see Figure 12). In essence, this transfer model is an 
adaption of the general gate model used for company development projects. The 
process begins with a pre-study (G0), followed by a feasibility study (G1), execution 
(G2), and an optional execution review (G3). The responsibility is then handed over 
by the sending to the receiving organization (G4), which initiates the support period 
and eventually concludes the transfer project (G5). A wide range of documents 
should be prepared before the execution phase for revision at G2: project 
specification, assignment specification, purchase order (when transferring to 
subsidiary or outsourcing partner), business case, competence requirements 
analysis, detailed plan for the rest of the transfer, security audit, checklists for the 
following gate assessments, hand-over checklist, and exit criteria.  

 

Figure 12. Eurosoft transfer gate model. 

In recent years Eurosoft has executed transfer projects of an increasingly critical 
character, e.g. transferring the entire product responsibility for a flagship product 
rather than merely for product components. The aggressive schedules adopted for 
transfers and the resultant reduction in actual transfer times resulted in an 
adjustment of the general transfer model to achieve „a competence boost‟ at a faster 
pace. This competence boost approach had previously been used for a transfer 
between sites in Sweden and was adopted for the China transfer. The main 
difference between the new model and the general transfer model is the focus on 
on-the-job training facilitated by mentors from the sending organization. The 
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mentors are responsible for documenting product information and process 
information as well as courses and assessments (reviews of the trainees‟ self-
assessment according to checklists).  The Eurosoft leadership team had reached the 
conclusion that learning by doing was the fastest way to achieve a fast learning 
curve for their products. The receiving organization staff was sent to the sending 
organization site at G2 to be directly involved in the on-going development projects 
to start practice on the real product directly.   

The principle was that they should work on a task at a level slightly higher than 
their current capabilities.  In this transfer project there were several areas in which 
no current development projects were running and therefore no actual work was 
available to provide training. The staff‟s consequent lack of experience from 
advanced projects was a source of concern to the employees of the receiving 
organization, since they did not feel sufficiently competent to assume responsibility 
without training in these areas. In some cases, this need for training was satisfied by 
constructing teaching cases based on historical bugs, but in the end it was not 
possible to provide the receiving organization with training in all areas of the 
product. As a result, the transfer team focused on the areas in which there was a 
high probability of issues arising when the product entered the maintenance stage. 
The engineers in the receiving organization, who were not provided with on-site 
training, relied on peer-to-peer knowledge transfer, as the trainees returned to the 
China centre. The trainees‟ knowledge was assessed by monitoring contributions to 
development projects (entering the acting-as-if-responsible stage) and the number 
of trouble reports was processed. As the transfer project progressed, it was 
expanded due to architectural dependencies in the product, but also because of 
dependencies in what type of people/roles that needed to be involved. To follow 
up on the mechanisms that we found in Study 2, the expansion of this project as 
well as the next project gave insights into the reasons behind expanding scope of 
transfers from home site to offshore centre, as well as aspects relating to defining 
roles, resource allocation and technical complexity.  

The results from our interviews with 15 managers from sending and receiving 
organizations resulted in a categorization of major themes, as mentioned by all of 
the interviewees; communication, competence, transfer planning, and (primary) 
challenges. The results are summarized in [Edoff and Srinivasan, 2011a], 
comprising the areas of transfer planning, communication, and competence (see 
Figure 13). Communication includes a wide array of areas: culture, language skills, 
network building, interface management, information sharing, and security access. 
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Figure 13. Themes of empirical analysis. 

Key challenges in sending and receiving organization of transfer 
In relation to these themes, we asked for the companies‟ primary challenges in the 
endeavour to achieve efficiency in the collaboration. The areas that the interviewees 
stated as being important for qualification for product responsibility were (in order 
of frequency): domain competence (5), project and product management (3), 
process and methods (3), language skills (2), specific technical expertise (1), and 
network building (1). The interviewees were also questioned about the types of 
competence that they believed were important to assess/measure during the 
transfer project; they were, again in order of instances mentioned: technical 
competence, ways of working, communication skills, attitude/culture, and network 
building. The technical aspects of competence were overrepresented in the replies 
(12/15). When mapping competences to the transfer model, we found that 
knowledge transfer planning is highly focused on technical and process aspects but 
that the softer aspects of competence needed for product responsibility was 
neglected. It was also necessary to know what the interviewees considered to be 
lacking in the receiving and sending organizations. The key gaps in sending and 
receiving organizations are listed in Table 10. It was an intentional choice to ask all 
interviewees the same questions and we anticipated that the differences in the 
interviewees‟ answers would depend on the organization to which they belonged. In 
general, both organizations identified similar capability gaps, differing only in detail 
and order of significance. 



 
RESULTS AND ANALYSIS  │  69 

Table 10. Respondents’ views of key gaps in sending and receiving organizations 

 Interviewees CC Interviewees SC 
Key 
capability 
gaps in 
receiving 
organization 
(CC) 

Process and product knowledge  
Lack of experience  
Leadership  
Communication skills 
Network building  
Project management  
Teamwork and knowledge sharing  

Process and product knowledge  
Leadership  
Project management  
Lack of experience  
Communication skills  
Teamwork and knowledge sharing  
 

Key 
capability 
gaps in 
sending 
organization  
(SC) 

Motivation to complete transfer 
- Prioritization and availability  
Tacit and non-documented 
knowledge  
Limited competence in new 
activities 
No gaps  

Motivation to complete transfer 
- Prioritization and availability 
- Trust in receiving organization’s capability  
- Fear of losing status or job  
Tacit and non-documented knowledge  
Language skills  
Individuals do not cover product area 

 
With respect to the question about capability gaps in the sending organization, we 
crosschecked for differences related to the organizational origin. Eurosoft SC 
interviewees addressed different reasons for lacking motivation and availability, 
while CC interviewees had fewer issues to address but, contrary to Eurosoft SC 
interviewees, focused on the availability of mentors for coding and transmitting 
knowledge. While the answers concerning the capability gaps in the sending 
organization revolved around motivation and the ability to codify knowledge that 
was needed to complete the transfer, in the receiving organization the gaps were 
more closely related to the knowledge level in terms of technical and management 
skills. Again, with respect to gaps in the receiving organization, we crosschecked for 
differences related to organizational background. SC Eurosoft interviewees were 
more focused on soft skills and leadership skills, while CC interviewees to a greater 
extent emphasized inadequacy in technical aspects, experience, and network 
building. To summarize, the top six challenges going forward (as mentioned by 
interviewees in both organizations) were, in order of importance, as follows: 

1. Project management, receiving organization to take over product 
management (8) 

2. Sending organization commitment (6) 
3. Time differences, few overlapping working hours (4) 
4. Lack of communication skills (4) 
5. Cultural differences (4) 
6. Lack of real work to learn from (4) 

The biggest challenge reflects that CC is a young organization, both in terms of the 
organization as such and of its employees. The respondents‟ concerns lie in the fact 
that when the transfer project ends, they will be solely responsible for the entire 
product, a type of responsibility of which the organization has no previous 
experience. The availability of SC employees as transferees of sufficient knowledge 
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is a challenge both in terms of commitment/motivation and in terms of the number 
of common working hours during which to communicate. In general, both sending 
and receiving organization interviewees emphasized the same issues. Eurosoft 
interviewees focused more on challenges concerning completing the transfer with a 
good result and communication skills, while CC interviewees focused more on 
getting access to real work to learn from and cultural differences.  

Apart from ensuring commitment of the sending organization and finding common 
working hours, the primary challenge is to make sure that the receiving organization 
has the product and project management skills to take over the responsibility after a 
rapid transfer. The empirical results from Study 2 can be summarized according to 
what type of capability Eurosoft‟s activities and routines translate into, as seen in 
Table 11. Eurosoft is a very product-oriented organization and importance is given 
to making sure that the required technical knowledge and skills are acquired as 
planned for the transfer project. The interviews highlighted areas that are not 
representative of the current practice but concurred with the interviewees‟ 
perception of what is needed. Table 11 summarizes these four key areas – 
technology, process, relationship, and knowledge management – that capture the 
capabilities found in Study 2.  

Analysis 
One of the issues raised during the interviews was the type and amount of planning 
that Eurosoft performs before the beginning of a transfer. Both organizations 
indicated that planning, especially early finalizing of the scope, is very important, 
but interdependencies within and between products make it difficult to adhere to a 
target. The interviewees appreciate the idea of having a model to guide transfer 
projects, but only if it is introduced at the beginning of a transfer. Regardless of 
their generally positive attitude towards using the competence boost model, the 
challenge is to adhere to it as the development project team encounters problems 
and the mentors are no longer available. Transfer project planning, assessment, etc. 
are predominantly focused on technical issues and, to some extent, processes 
(working practices), while a majority of the interviewees report soft issues as being 
equally important for success.  

In a transfer project as critical as this, with two sending development units and a 
product management focus, communication and interface management is seen as a 
critical factor for success. However, communication is not just about the 
communication modes used or their extent but includes issues related to culture, 
network building, language skills, information sharing, and the ability to coordinate 
all the actors involved. The challenges faced by the organizations are dependent on 
their role in the project, e.g. transmitting or absorbing knowledge. The ability to 
transmit knowledge is not only related to the amount of codified knowledge or the 
availability of resources, but is also related to the sense of commitment of the 
sending organization. 
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Table 11. Types of capabilities demonstrated in Study 2 

 

The type of capabilities important in the handling of a product management 
transfer, as highlighted by the interviewees, can be sorted into four general themes: 

 Technological capabilities of sending and receiving organization 
 Capabilities related to process and tools, matching sending and receiving 

organizations 
 Managing the relationship over time, establishing an efficient interface 

between sites 
 Maintaining knowledge over time, to make sure that the transfer does not 

result in a loss of knowledge and capability of maintaining and developing 
the product 

Type of 
capability 

Eurosoft routines and 
artefacts 

Examples 

 
TECHNOLOGY 

Competence plans, checklists, 
competence boost model 
(mentoring), team KPI 

The technical competence has been built 
up continuously through peer-to-peer 
training and practising on assignments in 
existing projects. Competence build-up 
according to plan, except for system. 

 
PROCESS AND 
TOOLS 

Competence plans, checklists, 
competence boost model 
(mentoring), process 
champions, documentation, 
meetings 

The Chinese organization is keen to learn 
the Swedish organization’s ways of 
working by attending meetings and 
mentoring. Problems arose when it was 
realized that many processes were tacit 
and intuitive for the experienced Swedish 
engineers, who did not have 
documentation of their work with them.   

 
MANAGING 
RELATIONSHIP 

Transfer project manager at 
both sites, operative and 
general steering group, 
defining corresponding roles 
and responsibilities in sending 
and receiving organization, 
cross-cultural training  

Cross-cultural training at the beginning of 
the transfer highlighted many problems 
previously experienced in training by the 
mentors; language difficulties and cultural 
inclinations hindered the learning process. 
Motivation from sending organization was 
initially limited due to lack of trust in the 
receiving organization, fear of losing 
status, and reluctance to hand over 
product. 

 
KNOWLEDGE 
MANAGEMENT 

Lessons learnt database, 
knowledge from using 
competence boost model by 
other BU, quality manager for 
creating checklists and 
competence tracking 

A review of previous transfers to China 
and lessons learnt was conducted, but the 
knowledge was communicated too late for 
managers to address it in their planning. 
The competence boost model was 
introduced too late to affect the transfer 
from a knowledge standpoint. Information 
sharing between the parties. 
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4.3 Study 3 – Insights into two business units’ collaboration with a 
captive centre in India 

Problem statement 
Study 3 expands the topic of Study 2 by introducing another company, Eurotech, 
which has a long history of working globally. The purpose of Study 3 was to 
investigate the management of offshoring in two business units at Eurotech in 
order to compare and contrast with the findings from studies at Eurosoft. Starting 
with a history of R&D in China in 2002, a strategic decision was made to start up 
an R&D centre in India two years later. In line with the new directive, we have 
followed two business units in their offshoring initiatives for the corporate research 
centre in India. The business units chose different types of design of their global 
organization. Where Process Automation (PA) organized a large-scale transfer by 
handing over complete responsibility for a large product, the Discrete Automation 
(DA) unit chose a different route by organizing a majority of the work in global 
teams. At Process Automation one of the transfer projects that we were able to 
study in greater detail was the transfer of responsibility for a complex software-
intensive product to India. The product had an interesting history, having 
previously been developed in multiple locations, including Germany, Sweden, 
Norway, and the USA. The transfer represented a consolidation of knowledge and 
functions that used to be geographically distributed to one single location. At 
Discrete Automation we followed their organizational development from a mainly 
local department to a full-fledged global organization in the business unit. Their 
tradition of working in small development teams resulted in a philosophy of 
creating global teams, where every new project should include at least one employee 
in India. The underlying issue for this study was to evaluate how two different 

KEY TAKEAWAYS FOR MANAGERS: TRANSFER 

If the transfer project includes significant knowledge transfer, make sure that there 
is staff assigned and sufficient time allocated at both sites. 
Transfer model and checklists are good tools to support inexperienced employees 
with guidance on how to manage a transfer, but only if the guidelines are scalable 
and favour action before documentation. 
Make sure that the transfer plan includes how to relate to organizational aspects 
(relationship management), take technological aspects into account, organize the 
transfer, and facilitate knowledge buildup. 
The challenges to complete a transfer are different in the sending and the receiving 
organization; make sure that the needs of both organizations are accounted for!  
Ask yourselves which organization has the most experience of facilitating transfers, 
and let that organization take the lead in transfer planning. 
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business units facilitated their offshoring initiatives to India, by looking at the 
processes, routines, and capabilities developed and their challenges over time. 
Together with Study 4, the contrasting business units are described in Paper V. The 
study also provided an opportunity to make comparisons with Studies 1 and 2 at 
Eurosoft, as described in Papers III, IV, and VI. The study overview describes 
some of the joint challenges and issues and contrasts the business units as found 
during the interviews.  

Forming a collaboration with India 
The empirical analysis showed a number of areas that shaped the success of 
Eurotech offshore activities: strategy, capabilities, routines, culture, resource 
management, and operations. The nodes from the empirical analysis are listed in 
Table 12 These themes are described on a general level below; a more detailed 
description is found in Paper V. 

Strategy – The transformation of Eurotech‟s Swedish units when collaborating 
with India was a result of the corporate mandate of increasing the global footprint 
of the firm. At the same time, the business units were free to select what activities 
to distribute where. A common theme across the cases is the combination of 
market, technology, and resource factors relating to the development of offshore 
distribution strategy. The India centre was established in order to offload the parent 
organization, and the initiatives started by transferring small packages of 
responsibility to the new site. PA began moving testing activities already in 2003, 
and in 2009 a paradigm shift coupled with the decreasing market led to 60% of the 
software being built in India. India was chosen to be a software hub for Eurotech 
globally, mainly because of the suitability of young Indian engineers to take on these 
challenges, and since there was no production in India the software activities were 
considered easier to be developed offshore. At DA, cross-functional product 
development runs in global projects through the centres in Sweden, Norway and 
India. The projects have responsibility for the whole process of productization 
(from development to market). As a global organization, Sweden combine 
manufacturing with software development responsibility, china combine 
manufacturing with development of electronics, while India evaluates new 
technologies (connected to software) and are responsible for open source 
technologies. The lack of communicated strategy concerning the future 
responsibilities of each site in the global organization was expressed as a problem 
by four of interviewees, since it resulted in a lot of gossip and the uncertainties 
contributed to a sceptic/negative view of offshoring as a strategy by the Swedish 
employees.  

Capabilities – the employees at Eurotech express several types of capabilities 
needed to facilitate the offshoring process. One of the more elementary capabilities 
needed is to build the relationship between sites, which the units developed a set of 
routines (described in the next section). Coupled to relationship management, 
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another key capability expressed was (global) project management. This includes an 
ability to be proactive and lead the process onwards after a transfer is executed. 
Three different themes support a smooth transfer; cultural sensitivity and 
adaptation, existence of global excellence in technological capability (through 
training), and infrastructure and communication tools to facilitate the process. As 
the organizations were adjusting to a global organization, they expressed a need to 
develop a global perspective and company ethics on all sites, as well as adapting 
planning to the global organization (e.g. aligning processes, creating global meetings 
such as the “pulse” and creating transparency). In DA unit, they struggled in finding 
scalability of processes associated with offshoring and project management, since 
the rather small size of teams got a heavy load of administration compared to their 
size.  

Routines – Eurotech has developed a set of routines to aid offshoring process. 
Corresponding with their development process, a stage gate model was adapted to 
fit transfer projects and bring them into the matrix organization. In time, a rapid 
transition model was developed as the needs in the organization was required a 
comprised version of the initial process. The gate model defines what activities to 
take place in each stage, as well as decision points where steering group determine if 
the projects is ready for the next step. The transfer projects are traditionally coupled 
with on the job training, where a specified number of work items should be 
executed by the offshore team to prove their capability and efficiency in dealing 
with the product/project. Different types of performance measures are set in the 
progress plan, and in development projects the measure “earned value” is used to 
evaluate how much the offshore team contribute to the project. After a transfer is 
finished and the responsibility has been handed over, the offshore team typically 
performs a second round of knowledge transfer internally to make sure that they 
are not too sensitive to attrition. Unfortunately, attrition remains as a cause of a lot 
of problems for both onshore and offshore sites, e.g. when key people leave the 
organization. In addition to the post project reviews, lessons learned, the Indian 
centre has to a large extent codified knowledge on e.g. the testing process and put 
in repositories to make sure that a larger number of people in the organization can 
perform a task even with limited knowledge.  

Culture – Part of the challenges associated with offshoring is the bridging of 
cultures. At Eurotech, these challenges were not only coupled with national culture, 
but also bridging organizational culture and generational issues. For the Indian 
centre, it was very important to feel like a part of a global team (especially in the 
collaboration with DA in distributed teams). For collaboration between sites to 
work efficiently, trust in managerial strategy of offshoring initiatives, competence of 
collaborating engineers as well as well as commitment to project was considered 
important. Travels between sites by managers (as well as engineers) on long term 
assignment were considered important. They became middlemen in translating both 
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culture and context (e.g. in terms of barriers due to lacking infrastructure). One of 
the major issues experienced by both DA and PA in their collaboration with India 
was the difference in terms of product versus project centric mind-set. While the 
Swedish site has a long tradition of engineering complex products and following 
them over time, the Indian centre consisted mainly of less experienced engineers 
who newly graduated or former consultants used to switching jobs to gain new 
knowledge and simultaneously increase salary. The project mind-set was described 
as an impact factor on the willingness to make long term investments of time and 
effort on a product, since the time horizon for the employee only span as long as 
the assigned project (compared to the length of a complete product life cycle). 

Resource management – in the transfers studied, the transfer of knowledge was 
one of the key elements in the transfer project. Since the Eurotech India was much 
less experienced than DA & PA in Sweden, they relied on reverse engineering and 
Swedish mentors to train them on the technical and process knowledge needed to 
take over responsibility. A key problem with training the Indian engineers was the 
high level of attrition offshore. Several knowledge maintenance mechanisms were 
put in place to take care of this problem; a) Second knowledge transfer performed 
internally when Indian engineers came back to India after on-site training b) “No 
single point of failure”- strategy meant no technical knowledge should be reliant on 
one single individual in the organization (although leading to an increase in multi-
tasking at the offshore site), c) use of consultants to take care of temporary set-
backs in staffing when involving routine tasks. At DA, they experienced a lot of 
problems although the Indian organization was working on fixing the issue. At one 
instance DA was forced to perform knowledge transfer to India four times due to 
the high pace of attrition offshore. Both DA and PA have worked with the 
communication during transfer planning to make sure that it is clear when the 
transfer of responsibility is handed over to the Indian organization; from that point 
in time the Indian organization is responsible for maintaining the knowledge 
internally without support from the Swedish organization. The stability when it 
comes to resources also varies on different levels, as both Sweden and India have 
experienced attrition at management level, resulting in shifting strategies for how to 
manage offshore work.  

Operations – After the transfer had been executed and the responsibility handed 
over, the Indian organization was left to prove its credibility in handling the 
products and technologies given. Although in the organizations we have studied 
there is an almost continuous process of transferring subsystems or technologies 
across the globe, this period is what could be called „operations‟. The Indian 
organization was focused on establishing credibility of its ability to perform and 
striving for home-grown innovations that could benefit Eurotech internationally. 
The Indian organization worked continuously with training of employees, 
distributing the knowledge across the organization, and working with career 
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planning to make sure that the employees stay in the organization. Both 
organizations mention the importance of site visits to continue to build relations 
between the sites; such visits are made continually, generally by Swedish 
management visiting India. At DA, the organization of globally distributed projects 
required constant meetings and site visits to manage the work. The „Pulse‟ meetings 
with all global projects also facilitate the communication and overview of where the 
organization is headed. However, to this day the lack of transparency in the 
organization in terms of processes, resources, and work executed continues to be 
challenging.  

Analysis 
Study 3 was used as an introduction to Eurotech in the context of offshoring, 
providing insight into Eurotech strategies, capabilities, and routines. The interviews 
with employees on different levels in the organization as well as different sites gave 
insight into many perspectives and knowledge concerning how offshoring is (and 
should) be facilitated in Eurotech (see Table 12). Eurotech has learnt how to deal 
with offshoring in the course of the years, and negative experiences of past 
initiatives are now mixed with positive experiences and new relations with the 
Indian engineers.  The problems associated with reduction of staff became apparent 
in the engineers‟ descriptions of past transfer projects as well as managers‟ 
descriptions of their reluctance to communicate strategies throughout the 
organization until they had investigated the consequences and polished the 
wording. With no strategy present, DA experienced problems with transparency in 
their global organization related to resources and performance. This study helped 
validate some of the findings from Studies 1 and 2, since the companies shared 
many similarities in their management of offshoring initiatives. The companies 
share a similar process-centric view in which the transfers are facilitated through a 
stage-gate process, and a majority of the processes developed specifically for 
offshoring concern knowledge transfer of the technologies and associated routines. 
The study also enabled comparisons between the business units at Eurotech. 
Eurotech PA had extensive experience of offshoring, while DA was still learning 
how to adapt the organization to offshoring directives. This was evident through 
the establishment of routines and planning that took place at PA; at DA, smaller ad 
hoc transfers were performed. In general, the challenges of attrition experienced at 
Eurotech are similar to those in Study 1 of the Eurosoft collaboration with ISP.  
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Table 12. Nodes in empirical analysis of Study 3 (Subnode example marked in blue) 

Node/Description Subnodes Example 
Strategy Areas of expertise 

Dependencies and architecture 
Headcount strategy 
Lack of strategy and diffusion 
Market 
Offloading of parent organization 
Product life cycle 
Translating into operations 

“If you are two doctors and are supposed 
to operate on the same arm – it is not a 
good idea to do it at the same time. 
Software has the same problem, but it´s 
not as clear. Our managers at this level 
understand, but up there they don´t. It´s 
abstract.”  Global architect 

Capabilities Relationship building 
Adapting planning to global 
organization 
Global excellence in technology 
Project management 
Infrastructure/communication tools 
Global perspective/company ethics 
Scalability of process 
Cultural sensitivity and adaptation 

“The transfer part is taken too lightly, and 
what happens afterwards, the daily 
operations. Today I have very bad 
experiences. Moving within Sweden, even 
then it is troublesome and then a lot of 
barriers are gone. The knowledge you 
need is underestimated. They are very 
skilled, high in competence, but it´s sticky, 
detailed knowledge you need.” Project 
manager 

Routines Harmonization of processes globally 
Performance measurements 
Progress plan 
Quality standards 
Earned value 
Rotation of employees 
Specifying work items 
Repositories 
On-the-job training 
Defining scope and coverage 
Gate models 

“I define a specification for the Indian 
guys exactly what I want to have done. 
Then we define a number of people that 
should be a part. Brought them here to 
Sweden for a couple of months, then they 
went back to start, then we went down 
and did more training and took part in 
the first test run. Through the years the 
number of tests has grown more and 
more, from one to ten. Nowadays they 
are independent.”  Project manager 

Culture Product- versus project-centric 
Part of global team 
Proactiveness 
Establishing trust 
Middlemen 

“For me the cultural difference is a bit 
awkward. I´m very much used to working 
with people driving themselves. [I] have 
so much to do, I give them a task how to 
set it up themselves. The cultural 
difference, take it seriously!” Project 
manager 

Resource 
management 

Knowledge maintenance 
‘No single point of failure’ 
Performance 
Stability on different levels 
Multitasking 
Use of consultants 

“You should have a buffer, keep rotating 
people in the projects. That is the point of 
keeping a buffer. Pro and con, what are 
you doing with 3 people on a 1 person 
project? That is a mind-set change that 
takes time to understand.” Line manager 

Operations Innovation 
Credibility 
Globally distributed work 
Career trajectory 
Training 
Site visits 

“In general the honeymoon is over, the 
expectations on India are much higher, a 
lot of times they don´t deliver at all as 
expected. Now it´s OK to be critical, it´s a 
trend I see. Now they are expected to 
deliver 100% and not 50%.” Line manager 
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KEY TAKEAWAYS FOR MANAGERS: BU TRANSFORMATION 

If a strategy for offshoring is developed, make sure that it is communicated to all 
levels in the organization; lack of information tends to lead to gossip, which may 
drain energy from the projects.  
When organizing the work, make sure to evaluate not only the cost of an engineer 
in each country, but also the competence profiles, technical dependencies, and 
possibility of travelling and support. 
Ask yourself if the product/project is suitable to transfer completely or whether it 
would be facilitated by a global team design. 
Adapt training and transfer plan to local conditions: what is the destination profile 
when it comes to language skills, experience level, attrition, and motivation?  

 

4.4 Study 4 – Insights into strategy development at Eurotech 

Problem statement 
The final study was designed as a response to inquiries raised in the earlier studies: 
How is strategy developed and implemented across the organization? Who decides 
which projects are sent offshore and where? How do projects relate to top 
management directives and why do they differ? What aspects of offshoring are 
planned in advance and which are emergent? Although we had already spoken with 
many people in the two business units in both Sweden and India, it was still not 
clear which part of the organization decided on offshoring strategies. The previous 
studies indicated that the middle management and team levels also represented key 
roles in determining the result of an offshoring strategy, since they were shaping the 
implementation by organizing transfer projects, etc. The study was designed as a 
follow-up study at Eurotech, involving managers engaged in Study 3 as well as 
additional top management functions that provided new perspectives on how 
offshoring and strategy are connected. The additional interviews included ten 
managers working in Sweden as well as India and Germany in global roles. The 
conclusions from this study are published in Paper IV (and partly in Paper V).  

Strategy formulation 
The formulation of strategy takes place on multiple levels in the organization. The 
interviewees mention several strategies connected with offshoring: global footprint 
strategy, R&D strategy, and product strategy as well as cost reduction programs. 
Top management defines the country budget and the goal for global footprint as a 
guiding principle for where the company should grow or when to centralize 
activities. In the companies studied technological decision makers take clear 
precedence when defining where activities should take place and why.  
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The R&D management is a key role in defining the path forward of each 
technological area, which translates into product management and site-specific 
guidance. Eurotech also has key technical functions, Global Architects, that define 
how a certain technology should be developed in the future, and their analysis 
provides grounds for making technological decisions that in turn can have an 
impact on what is transferred. They also have good insight into what dependencies 
exist in the product that need to be accounted for, since they may limit the 
possibility of splitting responsibility of developing a product in multiple locations. 
On the same note, an analysis of the market has a high impact on what technologies 
get the most resources and where they are marketed. The development of sites in 
China and India is linked to a desire to have a local presence at some of the largest 
markets, but competence in Sweden is still very much related to the core business. 
Strategies coupled with offshoring at Eurotech involve a wide array of perspectives: 

Strategy as planning – Eurotech company representatives often call this strategy 
„headcount strategy‟, meaning planning offshoring initiatives based on budget (e.g. 
cost reductions and available resources); this perspective is emphasized as a top 
management perspective and employees lower down in the organization are 
concerned that not enough attention is paid to the complexity involved in managing 
offshoring or global teams. Offshoring is here used as a mechanism to offload the 
parent organization, in the sense that it can focus on new development activities 
when the offshore centre handles older projects or products.  

Areas of expertise – There is often an intention to match new projects with the 
competence profile of each organization. The managers at the Software 
Department at DA in Sweden initiated a process of identifying competence profiles 
for Sweden, China, and India in order to simplify the collaboration and eliminate 
the confusion and competition that were noticeable earlier. The time it took to get 
all managers to agree on the content and wording of these competence profiles 
however led to gossip and scepticism on lower levels in the organization until the 
strategy was revealed two years later.  

Technology as strategy – Eurotech being a product-oriented company, the R&D 
and product strategy defines what activities take place where, rather than focusing 
on matching current organization (in terms of resources and knowledge profile). 
The priority given to technological aspects is also seen in the possibility for lower 
levels to affect the route for offshoring by being proactive and sharing ideas. If an 
employee develops a technology or product interesting enough for Eurotech to 
invest in, the project manager him- or herself can staff their project. A higher 
manager does not bother what staff are involved from each site; instead the 
decision of the project manager is based on competence, relations, and the number 
of engineers needed (Indian engineers still have a smaller price tag than Swedish 
ones, thereby enabling more members in the project). 
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Emergent strategy – The interviewees at Eurotech describe how the management 
of offshoring in practice is not bound to any specific strategy but evolve over time 
as the members of the organization try to facilitate transfers. To an outsider, the 
strategy for offshoring does not seem much defined but rather as an evolving 
process of defining, coordinating, and re-negotiating in line with the initial directive 
and the multiple steps of the stage-gate model. The dependencies found in the 
architecture or between key resources that unfold over time may change the 
direction or scope of transfer projects. When the organization relies on lower levels 
in the organization to make decisions linked to offshoring, the offshoring trajectory 
is shaped according to, for example, project management needs and their previous 
and current experience of which site is suitable to collaborate with.  

Relational strategy – The final perspective expressed in the interviews implies that 
the strategy evolves and is changed based on the quality of collaboration with each 
site. When the Indian or Chinese site performs well, they are given more 
responsibilities and the confidence built up by acknowledgement of their 
competence creates a larger flow of activities in that direction. 

The common denominator of all the transfers and collaborations studied is that the 
responsibility of interpreting and implementing offshoring initiatives rests on 
functions lower down in the hierarchy. The strategies are not very clearly 
formulated but are defined over time and continuously changing. The strategies that 
are formulated are generally not communicated until the managers feel certain that 
they will not have a strong impact on the productivity and motivation of the home 
(sending) organization. The diffusion of strategy has been hampered by cultural 
differences, since the managers in India do not tend to communicate all 
information to all levels in the organization in the same way that Swedish managers 
do.  

Analysis 
Study 4 contributed to the overall understanding of offshoring by clarifying how 
strategy is developed and implemented through a combination of two perspectives: 
strategy dimensions/motives and strategy practitioners. When discussing the 
strategy process with company representatives, strategy is generally referred to as a 
plan. One reason why the DA department did not want to spread the strategy was 
to avoid misunderstandings; a carefully formulated strategy was assumed to aid the 
strategy diffusion process. Since the strategies that do exist are not always spread to 
all levels in the organization or to all sites at the same time, they have a limited 
impact on the implementation. From this perspective, the strategy is emerging – 
strategy equals strategy interpretation and implementation including the activities 
that the employees perform to fulfil a certain directive.  
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The management of offshoring is also tightly coupled to the relations that are 
formed between different sites of the organization. Finally, the technological 
expertise impacts the strategies for offshoring in two ways: through existing 
competence profiles of each site (suitability to take over certain responsibilities) and 
through the already established technology strategies (such as R&D strategy and 
product strategy). To summarize, the strategies connected with decision and 
implementation of offshoring relate to many different existing structures, roles, and 
processes in the organization. At the same time that offshoring is a peripheral, non-
core activity of these organizations, it is also politically sensitive. The internal 
politics create reluctance not only for employees to complete transfers but 
managers to communicate the longer-term strategy for the 
firm/department/technological area.  

 

 

 
 

KEY TAKEAWAYS FOR MANAGERS: STRATEGY 

The importance of coupling resource strategy to technology and competence 
profiles is often underestimated. 
By developing a strategy of competence profiles for each centre, the motivation of 
employees can increase as their responsibilities and future opportunities are 
defined. 
Do not underestimate the importance of past (negative) experience when 
proposing a new offshoring initiative; a clear strategy defining how this transfer 
differs from past experiences may help reduce skepticism. 
Involve middle managers who are intended to implement the strategy already in 
the strategy development process. 
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5.  Discussion 
 
This chapter outlines the conclusions linking them to the goals and associated research 
questions based on the theoretical framework and the empirical results. First, a general 
background is provided connecting antecedents and capabilities of offshoring with the 
implementation process on different levels of the organization.  
 
In this research a capability-based view was used to explore how companies 
approach offshoring. In Chapter 1, two research objectives were stated: (i) to 
develop understanding of organizational capabilities needed to support the process 
of offshoring product development and (ii) to explore the relation between strategy 
formulation and implementation in this context. The offshoring process, which was 
described in Chapters 1 and 2, has a clear relation to the actors involved in the 
process on team, middle, and top management levels. The holistic process model 
developed (Figure 1) frames offshoring as a generic process where the decision is 
followed by a transfer of knowledge and responsibilities for a certain function 
before the organizations carry on operations. The assumption made is that specific 
capabilities are needed for different stages in the offshoring process. A more 
detailed version of the holistic process model (seen in Figure 16) includes not only 
the process and layers in the organization but also the antecedents of offshoring 
decisions and the capabilities that support the process. These four blocks of 
categories are grounded in the cases studied as well as in previous research. The 
interest in the topic lies in providing a holistic perspective showing how offshoring 
can become a sustainable rather than disruptive part of business: 

 Expanding the list of antecedents of offshoring, as explained in the literature, 
with case study findings in the specific context of complex products. 

 Clarifying the link between antecedents, hierarchical levels of the 
organization, and subsequent actions.  

 Clarifying the offshoring process in relation to hierarchical levels and 
associated activities. The research focuses on exploring the offshoring 
process as activities that certain roles undertake after the decision has been 
made. It also includes a discussion on the reasons why one offshoring 
initiative may lead to several implementations and the capabilities developed 
to manage the implementation of these decisions over time. 

The intention of this thesis is not to claim generalizability of the results, but the 
selection of two large established firms that have been offshoring from Sweden to 
India and China for a number of years indicates in which setting one can expect 
analytical generalizability. This chapter starts by discussing the importance of 
organizational capabilities in the context of offshoring.  
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Figure 14 A holistic view of the offshoring process – the link between decision factors, 
hierarchy, and capabilities throughout the offshoring process. 

5.1 Organizational capabilities for offshoring 
The first question to address concerns why and when capabilities (specifically) for 
offshoring are needed. A foundation for this research is the assumption that 
offshoring has a better chance of being sustainable when it is part of a longer-term 
viable strategy. The author recognizes that when offshoring occur ad hoc, 
regardless of earlier company practice as well as human factors, a transfer can be 
completed without any formalized routines or practices. However, it is important to 
note that there is always a risk that offshoring does not live up to the cost savings 
estimated, and it may at the same time severely damage the employees‟ trust in the 
organization when carried out in a bad manner. It has also been proven difficult to 
get consistent evidence concerning the productivity and associated cost savings of 
offshoring or offshore outsourcing initiatives [Olsen, 2006]. This research focuses 
on the process of offshoring and associated activities rather than on the intention 
and outcome (as measured in dollars), and the discussion will hence focus on some 
more general statements and issues important to consider when aiming at a 
sustainable management of offshoring.  

Previous research has indicated a number of different capabilities for offshoring, 
while the studies performed in the thesis have shed light on both existing 
capabilities and capabilities that interviewees expressed the need to develop in order 
to succeed in the future. The framework includes both the formal “hard” 
dimensions of an organization as well as soft factors that are needed to smoothen 
the process of transition and collaboration (see Figure 15 for an overview). The first 
two categories of capabilities were stated as important by a large number of 
interviewees throughout the studies performed in this research:  

 Technical capabilities are needed for both sending and receiving 
organizations of complex systems. Although the actual technical competence 
of each employee is not specific to offshoring, the matching of two 
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organizations‟ technical capability or the ability to train and learn in 
technological areas is an essential organizational capability when transferring 
products overseas. 

 Process capabilities are more important in the context of complex product 
systems than in other types of offshoring. Knowledge is needed not only 
about the product development process; concerning the management of 
shipping/customs, maintaining quality and facilitating handover between 
organizations are equally important.   

The other two groups of capabilities was given equal importance, but less attention, 
in the organizations studied. While the technical and process-related capabilities 
were taken for granted (and simultaneously getting the most criticism if the other 
organization was not up to speed), the soft factors were not accounted for. There 
were limited routines or elements of learning concerning soft factors in the transfer 
projects and not sufficient time allocated to develop it further. When asking about 
challenges, cultural issues and retaining competence over time in high attrition 
regions were stated as key challenges as well as capabilities necessary to execute 
offshoring in a sustainable way. These “softer” issues have been compiled into two 
groups:  

 Relationship management matters in several ways; it is needed to start up 
collaboration and execute transfer but also to facilitate the collaboration after 
a transfer is complete. Whereas there are routines and control mechanisms 
facilitating temporary outsourcing relationships (vendor/supply chain 
management), the captive setting tends to have a longer time frame, and the 
relationships are shaped over time in relation to internal politics. As captive 
centers are often used for carrying out high-value core functions, the 
importance of working on the relationship between sites increases. 

 The importance of knowledge management centers around facilitating 
collaboration as well as short-term transfers of knowledge. Since the floating 
of responsibilities, product development, and production across the globe 
and back is getting commonplace, sustaining knowledge is a core capability 
for these types of companies to succeed. The studies show that not only do 
the companies need formalized routines, practices, and databases for 
capturing and maintaining knowledge; they also need to acquire the actual 
capability of using them over time. It is important to note that having a 
process-centric view is not necessarily the same as a knowledgeable 
organization. The systems do not provide value unless employees are actually 
practising and sustaining them.  
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This categorization was initially made based on the statements by interviewees from 
studies of Eurosoft. Conceptually, process and tools can rather be seen as a general 
capability, supporting the other three. It indicates the need for specific routines for 
facilitating the offshoring process, creating appropriate tools as well as the design of 
the process itself. It is essential to find the right balance between global and local 
routines to support the daily work with the new organizational design/setup.  

 

Figure 15 Organizational capabilities connected with offshoring/outsourcing as found in 
the empirical studies. 

Companies use experimental learning to gain experience in offshoring. As the use 
by industries of different offshoring strategies increases, the offshoring process 
becomes more cyclical. It is not unusual today that a transfer becomes a starting 
point for a series of transfers to the same site as a result of a global footprint 
strategy (as seen in Study 3), or changes its scope when dependencies are revealed 
during the progress of the project (as seen in Study 2).  Even though offshoring 
remains a relatively minor aspect of the overall management of product 
development PD by industries, it represents a transformation in the way companies 
operate and will continue to run their businesses. Previously, having the capability 
to efficiently manage global distribution of work gave an organization a competitive 
advantage, but as offshoring of PD and R&D is becoming common practice in the 
industry these days, offshoring capabilities will become a prerequisite for global 
operations rather than a differentiator. A general finding from these studies is that 
the acquisition of the capabilities to execute an offshoring project efficiently is not 
given priority by management, in comparison with product development projects. 
There is no systematic approach to the building of organizational capabilities; 
reliance is instead placed on the expertise of individuals and the lessons learned 
from their experience. These four categories of organizational capabilities are 
considered essential in creating a sustainable system for offshoring: the technical 
and process aspects of product development, the relationship between sites, and the 
management of knowledge. Each type of capability will be described in relation to 
the different stages of the offshoring process. 

Product development – Technology characteristics  
Management practices and processes have different characteristics depending on 
the type of function that is managed. This thesis focuses on the management of 
product development of complex products, which is generally structured by a series 
of gates that constitute natural starting points to separate a project into parts and 
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transfer it offshore. For complex products with a long life cycle (corresponding to 
the cases used in this research), maintenance can continue for decades after the 
market launch. When it comes to technology, the studies show that the companies 
consider how the architecture of products is designed (Is it possible to 
modularize?), how the technical needs match organizational setup (Does this 
organization have the right knowledge profile?), and how to evaluate the criticality 
of a certain product/project/technology (Is this a core component in our 
business?).3 In terms of technology management, a key challenge is bridging the 
knowledge differential between sending and receiving sites [Leonardi and Bailey, 
2008]. Supplier competence in technology and quality control [Boutellier et al., 
2008; Primo and Amundson, 2002] is considered an important success factor in 
outsourcing relationships. Technical training has been a critical task in the transfers 
studied at Eurotech and Eurosoft. In all the cases studied, the Swedish engineers 
had superior competence and vast experience that needed to be transferred to the 
engineers in China and India in a short time. Apart from technical training, existing 
documentation had to be coupled with reverse engineering to attain sufficient 
knowledge to take over the technical responsibility in both Studies 2 and 3. Three 
types of technical considerations connected with offshoring are described below.  

Product architecture: the structure of a product and its portfolio. Depending on 
the size of the product family and how interrelated the technologies on which it is 
based are, separating it into parts may be difficult. Modularity is one characteristic 
of industrial products. Moitra [2008] explains how the modularity of software 
systems simplifies the division of labour. The software development process, 
however, differs from other PD processes since there is no tooling or 
manufacturing phase in product development. Eppinger and Chitkara [2006] 
distinguish two types of modularity that are of assistance in implementing global 
product development, process modularity, by which work is separated into packages, 
and product modularity, a product architecture with clearly identified interfaces 
between modules. Although Eurosoft prefers to send work packages offshore, 
which represents an architectural modularity of their products, Study 1 showed that 
the execution of their change of policy, from sending smaller work packages 
towards sending product responsibility, was a slow process, still changing its scope 
after ten years. Study 3, on the other hand, illustrates the process of handing over 
product responsibility once the decision to offshore has been taken. Eurotech 
experiences difficulties securing that the receiving organization not only has 
sufficient knowledge of the different modules but can also translate this knowledge 
it into a holistic overview of the product (the product architecture).  

  

                                                           
3 Researchers emphasize the varying core competence among sites [Vivek et al., 2009] and 
sourcing linked to the relative technological capability among sites [Song and Shin, 2008]. 
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Dependencies: One way of simplifying disaggregation is to clarify the task 
dependencies of the offshoring alternatives. Kumar et al. [2009] extend the classical 
taxonomy of task interdependence to include integration interdependence in order 
to account for dependencies between subtasks being executed in parallel as well as 
to assess information stickiness. Interdependencies determine the amount of 
interaction needed between the sites, not only while planning and performing the 
transfer of a function, but also after the transfer has been completed. In Study 2, 
the Eurotech transition manager found that dependencies on associated products 
were too great, resulting in another transfer project to make sure that the interface 
between sites and the development process would continue without any problems.  

Complexity and importance of product: The main determinant concerning the 
type of function to be sent offshore relates to whether it involves a core 
competence, function, or product of the company [Contractor et al., 2010; Quinn, 
1994]. While the distinction between core and non-core can explain why some 
functions are sent offshore and some not, wherever this function is placed it entails 
a more careful IP management and higher security standard. A complex product is 
typically more difficult to send offshore since it requires specific expertise. 
Knowledge of the history of the development of the product (embedded 
knowledge) may be important. Each of these factors makes it more difficult to 
transfer overseas, consistent with the challenges encountered in Study 2.  

As a general principle, Eurosoft keeps the development of future product systems 
and competence regarding the architectural core close to their headquarters while 
sending maintenance and peripheral projects offshore. Similarly, Eurotech DA kept 
work associated with the controller and associated software in Sweden and sent 
responsibilities of investigating more general new technologies to India. In line with 
existing theory, Eurosoft and Eurotech express reluctance to send core 
technologies overseas, especially through outsourcing, where Eurosoft selected only 
products entering the maintenance phase. Although the captive centre setting has 
been a popular strategy in both companies, they favour Sweden over Asian 
countries when it comes to core technologies (especially at Eurosoft). 

The operations stage represents the time when responsibility for a product or 
project has been handed over and the organizations need to stabilize and adjust to 
their new situation. When it comes to technology, the organizations need to secure 
their knowledge and system integration capabilities  [see e.g. Hobday et al., 2005; 
Brusoni et al., 2009] and spread the knowledge across the organization. At 
Eurotech, the transfer training began a new iteration internally once the transfer 
project ended, to make sure that the expertise they had gained would not disappear 
in case of attrition.  

With regard to all the factors mentioned above, receiving staff must have product 
knowledge through technical documentation and access to sending staff expertise 
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with relevant knowledge of the product.  In the context of offshoring complex 
products, the organization need to develop several capabilities related to 
technology; concerning the architecture and associated dependencies, matching 
transfer and training to the complexity of product as well taking into consideration 
if the product is core to the organization.  Considering that many offshoring 
projects are not intended to be completely independent of the original site, the 
relationship management is important in ensuring that access to this kind of 
information remains available to the receiver at all times.  

Relationship management  
To a large extent, managing offshoring involves the management of the relationship 
between two sites (or, as in the outsourcing setting, between organizations). It 
includes establishing a common language and common work processes, defining 
corresponding roles, communication, and reporting routines. Throughout all the 
stages in the offshoring process, the establishment of trust and commitment 
between the corresponding organization and roles is a prerequisite for efficiency. 
Vivek et al. [2009] describe the evolution of an offshoring project as beginning with 
a transaction cost philosophy in which safeguarding is emphasized, continuing with 
the development of specific core competences (a resource-based philosophy), and 
in time obtaining a relational governance, which is similar to the route chosen by 
Eurotech in their collaboration with ISP (Study 1).  

The collaboration started with a transactional level at which the receiver was 
expected to focus on a specific process and develop enough skills to fulfil the 
contract, and the training programs provide just enough information to permit 
execution of the process. ISP now has full responsibility for some products with 
full security access to the parts they are developing. Similar restraints were put on 
Eurotech‟s Indian centre until a Swedish expatriate engineer pointed at their 
negative effect on offshore performance levels. The experience of collaboration 
with a specific partner or within a specific culture has led to improved performance 
in executing projects, consistent with the findings of Ethiraj et al. [2005] concerning 
the development of client-specific capabilities. At Eurotech the engineers found 
that their initial skepticism towards India was biased by their earlier experience from 
collaborating with China and the severe cutbacks that the company made at the 
time. As the relationships progressed, the engineer could see past their earlier 
negative experiences, and as trust was established in the Indian engineers, they 
began to share and communicate more frequently, thereby reducing 
misunderstandings as a consequence.  

Relationship management is a key aspect of offshoring decisions, considering what 
site to involve, relationship building [Willcocks and Griffiths, 2010], developing 
trust between the partners [Levin and Cross, 2004], and making plans for how to 
configure and manage the remote locations [Lewin and Peeters, 2006]. It also 
entails the establishment of relational governance [Vivek et al., 2009] and interface 
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management [Manning et al., 2012]. The studies at Eurotech show that the previous 
negative experiences can lead to biased behaviour, which may not favour the 
implementation in the later stages. Development of a formalized and 
communicated strategy was seen as one of the key success factors to develop the 
trust needed to carry out the transfer in an appropriate way (to avoid knowledge 
hiding, fear of job loss, etc.) In the outsourcing context, this stage adds another 
layer of capabilities needed to create the right business system [Willcocks and 
Griffiths, 2010], make informed buying [Willcocks and Griffiths, 2010], facilitate 
the contract [Willcocks and Griffiths, 2010], and making the perfect mix of 
intermediary service providers [Lewin and Peeters, 2006]. In Study 1, the results 
from Eurosoft show that even long-term vendor relationships need constant 
reevaluation of both contract and vendor management practices in order to benefit 
from the outsourcing strategy.  

Relationship management in the transfer stage includes overcoming internal 
resistance, cultural fit, managing remote teams, and attrition [Lewin and Peeters, 
2006], evaluating national and regional culture [Metters, 2008], as well as starting the 
process of sharing the organizational culture [Youngdahl and Ramaswamy, 2008]. 
The extent to which culture impacts the offshoring relationship was surprising 
when studying the collaboration between Eurosoft and ISP, considering that the 
time of study was ten years into the relation. The following studies at Eurosoft and 
Eurotech confirmed the misunderstandings caused by both national and 
organizational culture at the different destinations. Transfer is also the stage where 
trust needs to be established [Levin and Cross, 2004] between the sites. In the 
outsourcing context, client-specific capabilities [Ethiraj et al., 2005] are developed.  

In the studies at Eurosoft and Eurotech, the Swedish sites represented expert 
organizations with a high number of experienced staff, and thereby critical actors to 
support the knowledge transfer in order to succeed. But after the transfer is 
completed, it seems that depending on the trust in each other‟s ability and the 
relationship created, the organizations are more or less willing to collaborate. 
Problems with transparency as experienced in Eurotech DA are harder to get rid of 
in an organization working with a captive centre, as the offshore organization is 
independent and does not necessarily need to obey the rules and needs expressed 
by the home organization. The relationship is rather built on mutual understanding 
and respect in order to succeed. Managing the interface between sites [Manning et 
al., 2012] is a continued challenge due to issues such as internal politics, lack of 
strategy, travel restrictions, and misunderstandings due to cultural differences. For 
offshore organizations, recruitment, development, and retaining talent over time 
[Manning et al., 2008] have been key challenges, especially when it comes to 
managing remote teams and attrition [Lewin and Peeters, 2006]. The Indian 
organizations have experienced rough times, noticeable even in the Swedish 
organizations in terms of requiring multiple rounds of knowledge transfer. The 
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offshore centres in India and China have generally approached the problem of 
retaining knowledge with a more process-centric view than the Swedish 
organizations, reflecting the high attrition profile of their region/industry. At 
Eurotech India, the high level of codification and access and routines connected to 
the knowledge management system has made a large portion of the employees 
replaceable when it comes to routine tasks (e.g. performing simple types of tests). 
This can be seen as a key element of the company‟s knowledge management 
strategy.  

Knowledge management 
Gupta et al. [2009] pointed out the risk of erosion of core competence over time as 
one of the key challenges when managing offshore outsourcing relationships. The 
interviewees in Study 2 also considered knowledge erosion one of the main 
concerns during the transfer. The engineers at the Swedish site would be occupied 
with new product development projects, causing delays in the transfer project, but 
it was still not considered suitable for the Chinese site to attain significant support 
after the acting-as-if stage. For this reason, the transfer stage is critical if the 
necessary information is to be kept within the organizational boundaries, and a 
communication interface needs to be built to ensure continued future growth of 
knowledge at both sites.  

We have identified a wide range of activities, routines, and capabilities [Grant, 1996] 
that Eurosoft uses to succeed in its offshoring efforts. From a learning point of 
view, Eurosoft uses a formal transfer process, as suggested by Cha et al. [2008] and 
Grant [1996], designated a competence boost. It uses mentoring as a tool for 
transferring technical knowledge and processes through the guidance of 
competence plans on the individual level and checklists on the organizational level. 
Mentoring is also a means of transferring sticky knowledge and clarifying the 
interdependencies of tasks and roles, as described by Kumar et al. [2009], which lay 
a foundation for the future interface and coordination between the sites. The 
knowledge transfer process described by Ciborra and Andreu [2001] resembles the 
Eurosoft transfer process in which peer-to-peer collaboration and project practice 
create a routinization-learning loop. The routinization loop is followed by a 
capability-learning loop during the acting-as-if-responsible stage. Then a strategic 
loop begins as the new site sets a goal for the future, taking advantage from lessons 
learned and adapting its practices to the new organizational setting. The extensive 
work performed by Eurosoft within the scope of the competence boost is intended 
to ensure that the knowledge gained will be codified and that there will be no loss 
of knowledge otherwise due to gaps in training or a productivity drop causing 
financial loss as the operations stage begins.   
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The results from the studies at Eurosoft are confirmed also in Studies 3-4 at 
Eurotech. They too have developed a transfer model with similar stages and facing 
similar challenges with knowledge transfer and diffusion at offshore sites due to 
attrition and inadequate training.  

In the studies performed, knowledge management processes were not a prioritized 
factor for decisions and strategy. At Eurosoft, as line managers give priority to 
resources for development projects rather than transfer projects, the transfer of 
knowledge will continue to be at risk. Identifying embedded knowledge [Youngdahl 
and Ramaswamy, 2008] is seen as a key dimension in planning for offshore 
transfers, but the case study companies are still figuring out how to detect sufficient 
embedded knowledge in time to plan the transfer projects. Knowledge management 
processes have increased importance in the transfer stage. Staff employed at either 
destination need to develop knowledge transfer skills and contribute to the 
organizational processes at hand. The essence is transfer and replication of 
capabilities across sites [Florida and Kenney, 2000]. The studies highlighted routines 
such as transfer checklists, benchmarking of previous transfers, and creating a joint 
framework for reporting the time and efforts spent to support the transfer. A key 
aspect is to make IT and processes work [Willcocks and Griffiths, 2010] in order to 
focus on the knowledge transfer and take the next step towards taking over 
responsibility.  

Processes and tools 
The last group of capabilities refers to processes and tools, and this category is seen 
as a foundation to facilitate the offshoring process – supporting the other three 
groups of capabilities. Eurosoft and Eurotech are examples of companies that are 
rather process oriented. The product development process is one example, 
structured by several gates and associated with a number of tasks such as filling out 
documents and completing checklists before allowed entering the next stage. 
Ethiraj et al. [2005] highlight the need for project management capabilities, acquired 
through the investments made in infrastructure and systems to improve the 
company‟s development process. Project management was identified as one of the 
key challenges in Study 2 during the transfer project. Since the product is highly 
complex, this competence is as important as the technological capability and 
requires a holistic overview of all the modules of the system. 

Process and tools are tightly connected to technological context and capabilities 
also in the decision stage. Process capabilities include identifying firm-specific work 
practices, needs, and specifications [Leonardi and Bailey, 2008], as well as task 
interdependencies and coordination [Kumar et al., 2009]. Transfer planning 
involves specification of what work packages to be transferred at what time and in 
what sequence, as well as the key persons responsible for providing not only 
technological knowledge but also quality and product development processes 
needed to execute the work.  
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Processes and tools are key carriers of knowledge during the transfer stage. The 
organizations differed in experience dealing with transfers to offshore sites, as well 
as dealing with outsourcing. The more experienced part of Eurotech, PA, engaged 
in extensive planning of their large-scale transfer and appointed several key 
responsible managers at both sites to facilitate the transfer of work packages and 
responsibilities according to schedule. At Eurotech DA, they were not as 
experienced and process mature in dealing with these issues, and the transfer was 
left to the project manager to plan and facilitate according to his own ability, 
“learning by doing” [Cha et al., 2008]. These transfers were generally small-scale, 
but the lack of a structured process created problems in terms of knowledge loss 
due to attrition and lack of transparency concerning resources across the global 
organization. Project management capabilities [Ethiraj et al., 2005] have also been a 
key issue for Eurotech and Eurosoft, where recent years’ transfers to the newly 
established centres in India and China have been hampered by the lack of project 
management skills present in these centres.  

At the operations stage, the project management capabilities of the offshore site are 
necessary to facilitate the process.  Software design, effort estimation and 
management (estimating resources) as well as schedule estimation and management 
are some of the capabilities addressed in previous research [Ethiraj et al., 2005]. The 
extent to which the actual performance of the offshore centre is noticeable depends 
on the design of the organization. In Study 1, Eurosoft worked with their service 
provider and measured their progress continuously. In the outsourcing setting, the 
client-supplier relationship enables (and sometimes demands) control and follow-up 
on the activities sent offshore. In the projects presented in Studies 2-4, the 
companies used a captive centre design, which is associated with another type of 
collaboration and control. Managing the task interdependencies and coordination 
[Kumar et al., 2008] is a larger problem in the organizations working in global teams 
(such as Eurotech DA), compared to organizations transferring complete product 
ownership (such as Eurotech PA). A key aspect of the operations stage is the 
commoditization of organizational processes [Lewin and Peeters, 2006], and the 
organizations are trying to find the appropriate balance between local and global 
practices and tools to facilitate the product development process as well as resource 
management.  

Technology, process, and relationship management were the key capabilities 
incorporated in the views of offshoring management expressed by interviewees in 
Study 2. With respect to strategic considerations, the risk of eroding core 
competence over time as functions are transferred back and forth across the globe 
is a key challenge facing companies such as Eurosoft. This is particularly so when 
product management responsibility is sent to sites in India and China, where the 
rates of attrition among their employees are significantly higher. The framework of 
organizational capabilities can provide guidance by pointing out four issues that 
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need to be considered in all stages of the offshoring process, regardless of whether 
the centre overseas is a captive or an outsourcing partner. Our studies of offshoring 
have spanned across all the different stages of the offshoring process; Study 2 
enabled insight into the whole process from decision to implementation, Study 3 
gave insights into the transfer stage retrospectively, whereas Studies 1 and 4 had a 
more operational perspective. 

Since the management of offshoring is a relatively distributed task, residing on 
many levels and potentially at several sites, the experience of those engaged plays a 
critical role in the success of offshoring efforts. The amount of experience is 
reflected in the volume of strategies, policies, and routines produced at Eurosoft. 
Experience is seen as a crucial factor in managing offshoring since it is experience 
rather than strategies and policies that guides the governance in practice. It is then 
somewhat surprising that the discussion on how different levels of experience may 
influence the performance of functions sent offshore has received so little attention. 
In larger companies, a pilot project may be used to determine the potential payoffs 
of offshoring a certain function to a certain country. In the end, the question 
remained: where does the knowledge reside – with an individual manager, the 
business unit, or the organization as such? The question is, should knowledge be 
obtained ad hoc, by learning by doing, or is there a more structured way of building 
knowledge and acquiring the capabilities for performing the management of 
offshoring efficiently?   

Organizational capabilities related to level of organization 
The previous section has discussed what type of capabilities offshoring of complex 
products involves, and how they differ across the stages of the offshoring process. 
In this section, we turn our attention to explaining who is responsible and develop 
these capabilities in practice. During the research journey the main focus has been 
to find the people who have the most knowledge and experience of managing 
offshoring within the organization. Over the course of the years it became clear that 
it is at the middle management level in the organization we find the most 
experienced managers when it comes to dealing with offshoring, and especially 
middle managers in the receiving/offshore organization. Consistent with the 
findings by Wooldridge et al. [2008], these complex geographically dispersed 
organizations cannot be managed by single top managers, but they require a 
leadership that is interactive and distributed throughout an organization.  
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Offshoring experience relates to both level and side of organization in several ways:  

 Middle managers are assigned offshoring initiatives, regardless of whether 
they were involved in making the decision or not. 

 Middle management roles are involved in multiple transfers, whereas the 
teams may only experience a transfer once.  

 Middle managers on the receiving side of the organization tend to have more 
experience in organizing transfers, since the sending organization may only 
send activities once, and then shift to another part of the organization. 

 Steering group members have an overview of multiple transfers but no daily 
insight into daily practice.  

Consequently, one of the main conclusions from looking at offshoring from a 
hierarchical perspective is that the middle management, or meso, level of the firm 
deserves more attention when aiming at understanding offshoring in practice and 
for studies of capability development in particular.  

In the transfer projects studied, three major contributions of middle managers were 
found: a) middle managers contribute by converting top management directives 
into implementable strategies and routines for their department, b) middle 
managers systematize and diffuse knowledge of how to execute a transfer and who 
needs to be involved, and c) middle managers lobby for resources when offshoring 
projects compete with other product development projects – managing multiple 
goals that often are at odds with another [Shi et al., 2009]. As contribution a) relates 
to the second set of research questions, this section will focus on the latter two. The 
easiest way of detecting capabilities of an organization is by looking at the routines 
they follow, in either formalized or personalized form. Except for transfer routines, 
the middle managers contributed to the implementation of offshoring initiatives by 
meeting structures for interface management, project management models, resource 
(attrition) management, and boundary-spanning mechanisms for bridging national 
and organizational cultures. Middle managers can take on the role of messenger, 
facilitating collaboration as well as translating directives to lower levels. A common 
role for middle management is coordinating the activities and routines associated 
with transfers.  

Routine development – the first step into developing offshoring capability 
In Study 1, the development of necessary capabilities to facilitate the process was 
created by the transfer and quality managers at Eurosoft. They created a set of 
routines and checklists to plan and communicate the different stages in the China 
transfer. At Eurotech, we have seen reliance on existing tools such as adaptation of 
a stage-gate model and transforming project review meetings called “the Pulse” into 
a biweekly global status meeting. Questions from the transfer steering group 
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provide a response and motivation for new types of measurements for control 
purposes.  The strategic steering groups at Eurosoft and Eurotech serve the 
function of evaluating when the transfer projects are ready to enter the next stage in 
the transfer process (e.g. pass a predetermined “gate” such as from planning to 
execution, or handover). As previously mentioned, the receiving organizations 
develop many routines to spread knowledge and create the new organizational 
structures required to take ownership of the new product. In the studies of 
Eurotech transfers to the Indian centre, the receiving side was given responsibility 
of planning the transfer under guidance of the appointed Swedish managers. 
Specific to the facilitation of transfers, a wide range of routines follow with the 
commitment of middle managers such as the transfer manager and line managers:  

 Development of on-site training 
 Facilitating peer-to-peer training 
 Measures for contribution to on-going development project 
 Measuring number of problem reports 
 Appointing process champions 
 Reporting to operative and strategic steering group 
 Creating mirror organization during transfer 
 Designing knowledge diffusion processes in offshore centre (attrition 

management) 

  Project management needs have also resulted in various models that support the 
organizations‟ capabilities for executing transfers, such as the development and 
adaptation of a stage-gate model for product development into a transfer stage 
model. At Eurosoft, the transfer manager in Study 1 emphasized the importance of 
a transfer model to fulfil the need to communicate the process at hand and create a 
joint language for the project. Both Eurotech and Eurosoft have also adapted the 
model into a rapid transfer model, to support the need to be able to transfer 
complex products at a fast pace. Attrition management has been a key problem in 
transfers to India and China, where receiving project managers struggle with talent 
management, training, and resource backup to make sure that product and 
relationship with Sweden are in good hands (seen in Studies 1-4). Differences in 
culture and the context where the offshore site it situated demand some level of 
knowledge and understanding in order for the collaboration to succeed. Engineers 
and manager expats have served as a bridge to ease misunderstandings due to 
differences in context and culture. Specifically the long-term assignment of a 
technical expert from Eurotech Sweden to their site in India helped clear up a wide 
range of misunderstandings that had previously created problems for the 
organizations. The problems were associated with both an inadequate infrastructure 
offshore to complete tasks and the negative implications that certain security 



 
DISCUSSION  │  97 

measures (such as limited access to systems) had on the offshore team‟s 
productivity.  

By placing the research at a meso level, this study provides useful insights into what 
to expect when conducting offshoring of product development. From our meso 
level study it is clear that the process is not linear. The complex architecture and 
dependence on technical experts force middle management to adapt the original 
strategy to fit the operational reality through an iterative process. In the outsourcing 
context, middle managers have been described as a glue when their flexibility and 
skills determine to what extent they are able to adapt outsourcing initiatives to 
changing circumstances [Willcocks and Griffiths, 2010], and these cases point in the 
same direction. The middle managers developed a set of routines to facilitate 
offshoring challenges such as attrition, global teams, peer-to-peer knowledge 
transfer, cycles of resource shortage, and cross-cultural collaboration (see Paper VI). 
These case studies indicate that the middle management level is essential for the 
creation of routines and capabilities [Willcocks and Griffiths, 2010] but also 
demonstrate a great deal of gaps concerning a sustainable governance of offshoring. 
Since offshoring is not as operationalized and established a practice as, for example, 
the product development practice in these organizations, the roles and 
responsibilities are not defined and maintained over time – these organizations are 
yet to respond with a systemic approach towards the radical change that offshoring 
represents to all levels of a firm.  

5.2 The connection between strategy and offshoring 
Massini et al. [2010] emphasize the profound relationship between strategy and 
attention as a fertile ground for offshoring research. The second area of this thesis 
relates to how and why strategy matters for the implementation of offshoring on 
different levels of the organization. This section shifts the attention from the 
decision to the implementation of strategy. While the extent to which decision 
factors are associated with offshoring is considerable, it is much more difficult to 
understand how a decision (or directive) is turned into an implementable strategy 
with an associated plan that benefits the organization throughout the process. 
Offshoring directives are often met with reluctance when implemented in practice. 
Offshoring may have significant impact on the well-being, work practices, 
distribution of responsibilities, or even the very existence of a job to go to on 
Monday morning for employees on many levels in an organization. Second, and 
related to that, the implementation perspective gets us closer to investigating how 
offshoring as a practice can become a sustainable part of the organization. Is 
offshoring sustainable when it has economic, social, or technological benefits 
coupled to a strategy? All these factors play an important part in determining not 
only if, but how offshoring can be considered a feasible alternative over time.  
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This section presents the following statements concerning the relation between 
strategy and sustainable offshoring in the context of product development:  

 The companies studied have no specific strategy for offshoring but it is often 
related to a number of more or less clearly formulated strategies. These 
strategies together shape the amount, direction, and implications of 
offshoring for the organization (e.g. R&D strategy). 

 When a transfer project is announced that is not coherent with existing 
(communicated) strategies of the firm, the intention of the transfer is often 
overshadowed by the scepticism, reluctance, and fear of job loss of the home 
organization‟s employees. The lack of commitment reduces the potential of 
executing a successful transfer. 

 Regardless of the existence of a strategy, the realization of an offshoring 
process demands commitment from all levels in the organizations affected, 
where the dynamics mentioned above affects the result. 

 Middle managers are key strategy practitioners in defining, interpreting, 
translating, planning, and executing offshoring directives.  

 Middle managers of the home organization recognize the importance of 
translating top management directives into strategic plans for technological 
areas in order to sustain the motivation and participation of their employees. 

The assumed connection between offshoring strategies and offshoring in practice 
The results from the case studies show a diverse set of actors and practices 
contributing to the implementation of offshoring strategies. In these companies, 
strategy is tightly coupled with making a plan and dedicating time for e.g. transfer 
project planning, but lower down in the organization the emergent character of 
strategies is seen [Mintzberg et al. [1998]. Applying the meso perspective when 
evaluating offshoring initiatives highlights a continuous flow of decisions to be 
made during (and after) a transfer, since there is generally a lack of offshoring 
strategies communicated to all levels in the organization. For example, the strategic 
directive to redistribute product responsibility at Eurotech BU PA did not include a 
communication plan concerning the reduction of Swedish staff before the Indian 
employees arrived for training. The lack of long-term strategies at Eurotech BU DA 
initiated a process of creating longer-term competence profiles for each site globally 
related to the software department. The middle managers at DA recognized the 
need for a strategy connected to the offshoring directives and acted proactively for 
its creation. These results are aligned with Lewin and Peeters‟s [2006] description of 
companies dealing with offshoring in a bottom-up manner, with an absence of 
corporate strategies and diffusion of best practices within the organization.  
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The initiative at BU DA indicates the importance of middle management in 
formulating a strategy for offshoring on a BU and department level [Shi et al., 
2009]. This is also consistent with Massini et al.‟s [2010] finding that strategy leads 
companies to a more strategic perspective of offshoring and achieves higher cost 
savings from their offshoring projects compared to those without a strategy. It is 
not surprising that there might be a link between the existence of a strategy and 
higher achieved cost savings, since working on a strategy directs organizational 
attention [Ocasio, 1997]. Company representatives on all levels agreed in interviews 
that the management of offshoring is a neglected area that is usually perceived as a 
peripheral activity that the engineers and managers can carry out while still 
performing their ordinary operations. The lack of strategy at Eurotech DA resulted 
in a lack of productivity, while the structured approach used in the large offshoring 
project at PA was completed on time and within the budget. Since the Swedish site 
at DA never quite managed to hand over the responsibility of certain technologies, 
they were forced to provide continuous support to the Indian organization for a 
long period after the transfer.  

Three dimensions of strategic factors accounting for either decision making or 
implementation of offshoring have been identified: (a) factors related to technology 
and architecture, (b) the relationship between sites, and (c) external factors. Factors 
associated with technology/architecture include defining areas of expertise, 
dependencies in architecture, and considerations of where in the product life cycle a 
certain product is located. The technical aspects are naturally accounted for in these 
organizations by the formal routines for establishment of, for example, R&D 
strategy and product strategy that may have implications for their global distribution 
of work (see Figure 16). Factors associated with the relationship between sites cover 
a number of areas at Eurotech, mainly related to existing financing and 
performance measures:  

 Headcount strategy – the budget set by top management defines which 
centres are expected to grow and which are affected by transfers and 
downsizing, aligning with larger firm-level strategies, e.g. global footprint 
strategy. 

 Offload parent organization – the centres of excellence [Cohen et al., 2009] 
are considered key players in the value creation process, and the offshore 
sites are often used to hand over products that do not need as much new 
development (and hence can be taken care of by less experienced engineers). 

 Quality of collaboration/performance – the extent to which a centre is used 
is not only dependent on objective factors but also on the manager‟s 
perception of each site‟s willingness to collaborate, their expertise, and 
performance. In Study 1 we saw that the service provider was continuously 
assessed, and based on these measures they decided what to send offshore 
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next. In the collaboration with captive centres, they had problems motivating 
additional assessments of peers offshore. Instead, the managers then based 
their judgments on KPIs used during transfer projects to cover knowledge 
build-up combined with their personal perceptions.  

 Lack of strategy and diffusion – the lack of strategy and/or diffusion of 
existing strategies to all levels in an organization results in ad-hoc 
management and adoption of existing models to support the offshoring 
process. The lack of awareness of the longer-term strategy linked to the 
technologies of the home organization leaves project managers and 
engineers frustrated and reluctant to hand over responsibility in practice.  

Finally, the companies also relate to their external environment. Depending on the 
size and interest shown in a specific country‟s market, they choose to locate more 
activities close to that region. In the cases studied here, India and China are some of 
the biggest markets in the world in their respective segments, and therefore the 
market aspect has not received specific attention in our studies. It is noticeable that 
China has gained increasing importance for Eurotech. The appointment of a global 
product manager in the Chinese centre is a clear indicator of the top management‟s 
perception not only of China as an important market but also of the importance of 
their Chinese centre for the future. Massini et al.‟s [2010] proposition that 
companies develop corporate strategy as a specific capability gets partial support in 
these case studies. The authors suggest that a corporate offshoring strategy includes 
the requisite capabilities for enhancing efficiency in offshoring activities, such as 
coordination and processes, getting internal buy-in, establishing a corporate 
offshoring resource centre, and sharing knowledge transfer, best practices, and 
talent management. In addition to that, the cases presented in this research have 
highlighted the need to account for technological characteristics and market 
fluctuations when designing and implementing an offshoring strategy. 

Middle managers are the engine of offshoring 
The last piece of this puzzle is connecting top management directives and strategies 
for offshoring with the actors engaged in implementation. This research has 
focused on explaining the linkages between macro, meso, and micro level, where 
the meso level and its middle management actors are chosen as unit of analysis 
(using the Whittington [2006] framework of strategy as practice). Figure 16 provides 
an overview of the different activities linked to offshoring and their connection to 
different levels in the organization. In the two cases studied, the top management 
level is only involved in overall global footprint strategy, which is generally 
decoupled from the technologies/products as such. The country budget defines 
where activities can be placed, and R&D and product management together shape 
the process of creating a strategy that matches top management directives, resource 
and technology needs, and requirements. In smaller transfer projects, the decision 
on where to place activities globally can take place as far down in the organization 
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as the project management level. This indicates that the development and 
formulation of strategic decisions coupled with offshoring may take place at any 
level in the organization, due to the organizational and technical adaptation that 
constitutes daily operations in these companies. 

Middle managers translate the strategic intent of their leaders into action by 
managing the resourcing needs of the initiative and carrying out project 
management activities (including resourcing and progress tracking). Project teams 
carry out the knowledge transfer from the source site to the destination site and 
continue to execute on project delivery to key customers (often seamlessly from the 
sending location to the receiving location). As Shi et al. [2009] argue, middle 
management connected with transfer projects needs to deal with a variety of 
challenges when implementing top management directives, including taking a 
broker role, managing multiple goals which often are at odds with another. We have 
seen the middle manager taking a number of actions to support the strategic 
implementation of offshoring: 

 Translate top management directives into operations. Top managers are 
responsible for long-term strategy and assessments (to aid budget decisions), 
while middle managers are key to developing capabilities for transfers and 
operations. 

 Be key practitioners in developing emergent strategy (such as previously 
mentioned strategies developed for technical area/department). 

 Interpret/translate top management strategy or directives into a suitable level 
for employees to understand and relate to, as they socially identify 
themselves with their employees [Huy, 2011].  

 Explain importance of technical managers on different levels. The 
combination of matrix organization and complex products creates a dual 
power structure – management versus technology (see Figure 16). 

 Plan and govern knowledge transfer for transfer projects. 

 

 

 

 

 

Figure 16 Connection between focus areas, level of organization, and type of 
task related to strategy development and implementation. 
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Using middle management routines as an example to explore strategy-as-practice 
[Whittington, 2006] we asked, how do the different hierarchal levels in the 
organization interpret offshoring strategies, and where are capabilities developed? 
The importance of actors involved in strategy making and strategy execution is 
tightly coupled to middle and lower management roles in the context of offshoring. 
Strategy making was much more widespread in the organization than expected. For 
instance, both technical management functions and project managers make 
offshoring decisions when they staff their projects. In a single instance this has 
limited impact on the whole firm, but when a common practice gets established, it 
may have long-term implications for how offshoring implementations are 
developed and get transferred across the firm.  

Another surprising finding is the extent to which strategy implementation creates 
different roles in the outsourcing and offshoring setting. In outsourcing 
implementations at Eurosoft, the establishment of outsourcing managers coupled 
with extensive efforts towards contract management and supply chain management 
education programs forms a solid base for formalized collaborations and rational 
thinking about these issues. In the offshoring context, the organizations are more 
sensitive to internal politics concerning footprint strategies and staff‟s fear of 
globalization in terms of loss of jobs. The captive offshoring collaborations 
demonstrate an opposite movement towards intuitive, relationship-based, and 
emergent management functions to govern and facilitate offshoring initiatives. 

After a top management directive has been issued, related to, for example, changing 
the global footprint or increasing headcount in the low-cost centres, it is up to BU 
management and middle management to select an appropriate project to send 
offshore. In the companies studied the technical dependencies in the architecture, 
as well as connected roles in the organization, have a great impact on the offshoring 
initiatives. Once the scope of the transfer has been set and the transfer manager 
appointed, the transfer period includes an intensive knowledge transfer period 
during which it is up to the receiving organization to show that they have sufficient 
technical and project management skills to take over the project. The middle 
managers also worked hard to respond to challenges such as overcoming internal 
resistance, managing remote teams, cultural fit, and attrition, and specifying the 
work process [Lewin and Peeters, 2006]. The internal competence profile strategy 
for each centre developed at the software department at Eurotech is a good 
example of this. It is surprising that well-established routines and knowledge of 
how to execute transfers are missing, considering that Eurosoft and Eurotech have 
offshored and outsourced a wide range of products and subsystem responsibilities 
over the years. It seems that the post-project reviews and checklists developed to 
facilitate these types of activities are not used to the same extent as the relational 
knowledge (e.g. connecting with an experienced manager).  
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The main actors involved in transfers are the transfer project manager and the 
transfer steering groups. Since the knowledge about how to facilitate transfers is not 
yet widely spread in the organization, the transfer managers develop their own 
routines to manage the transfer and can thereby be considered key strategy 
practitioners in developing organizational capabilities for offshoring [Wooldridge et 
al., 2008]. Established roles involved in strategy implementation of offshoring 
include line management and product development managers of related projects 
within the transfer project scope. Although it is outside the scope of this thesis, we 
have seen that the project teams also play a major role in making the transfers 
successful, since the companies rely heavily on peer-to-peer knowledge transfer. At 
Eurotech, the establishment of global architects impacts the direction of transfer 
projects through a holistic perspective on the product portfolio and its evolution 
over time, indicating the importance of technical experts on offshoring decisions. 
There is still a need for more conceptual as well as empirical research connecting 
the already established macro and micro level descriptions of offshoring strategies 
and implementation. 
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6.  Conclusions 
 
The previous chapter discussed how the firms developed necessary capabilities to 
implement offshoring directives on different levels of the organization. This chapter 
summarize the findings from four perspectives; processual, spatial, temporal and 
hierarchical. Thereafter, contributions of the research are discussed and areas of future 
research are suggested. 

6.1 Conclusions  
This thesis has compiled findings from research performed on companies‟ 
offshoring of complex products to Asia. It describes an evolutionary view of 
offshoring on firm level, specifically exploring how companies manage offshoring 
in terms of transfer projects and the associated strategies found in practice. The 
holistic framework includes a set of dimensions with implications for the 
management of offshoring in both theory and practice: processual (procedures), 
spatial (geography and culture), temporal, and hierarchal dimensions, as described 
below.  

Processual – offshoring is an ongoing process rather than a single event. The 
processual perspective includes the procedures that offshoring entails, defining key 
routines and capabilities needed to facilitate offshoring of complex product 
systems. The conclusions connected with offshoring in a process perspective 
include the following:  

 The iterative nature of offshoring, both in terms of the process itself and the 
learning loops that take place in the organization when resources are 
provided. Transfer projects are often multiplied due to dependencies, 
creating an offshoring cycle rather than a linear single pass process. 

 The learning process extends to capabilities and strategies for offshoring, 
where existing strategies are coupled with initiatives and capability 
development on different levels in the organization. 

 The transfer process and associated challenges in the context of product 
development require a certain set of capabilities to succeed both 
economically and socially with offshoring initiatives. The framework of 
capabilities includes technology management, relationship management, 
knowledge management as well as creating a system of process and tools to 
facilitate offshoring. 

Spatial – offshoring is impacted by location, context, and culture. The spatial 
perspective includes dimensions such as location, context, and culture, which all 
influence how offshoring initiatives play out. 
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 The location of the offshore destination has an influence not only in terms 
of infrastructure; national and organizational culture affects the behaviour 
together with regional characteristics and history of, for instance, the 
software industry in a specific region (see Paper I) 

 In the interaction between sites, hierarchical and status differences emerge. 
Middle managers and expats are key actors in bridging differences and 
improving collaboration between sites. 

 In addition to the specific location, the organizations that start collaboration 
need an analysis of competence, technological interdependencies, 
infrastructure, and current workload on each site to satisfy the needs of each 
unique offshoring project.  

 Captive offshoring demonstrates some specific challenges since internal 
politics form initiatives (compared with the contractual management of 
outsourcing) – „what is not being said‟. 

Temporal – taking time and sequence into account. The temporal perspective 
involves taking time and sequence into account when analysing offshoring. The 
research covers top-down and bottom-up approaches to offshoring (e.g. expansion 
of transfer scope due to dependencies or negative feedback) to increase the 
awareness of how the inclusion of all levels in an organization can become a key 
success factor for companies involved in offshoring. 

 Previous implementation experience matters, and negative experiences of 
offshoring to other countries can have an impact on the employees‟ 
willingness to implement corporate strategies (especially at team and middle 
management level). 

 The trajectories of transfers over time show that the perception of single 
managers concerning offshoring and the design of the global firm in general 
explains sudden increases in transfers. The individual manager‟s perception 
and experience of a certain country can change the trajectory, while middle 
management provide the collaboration with stability over time through their 
relationships and insights into the complexity of changing partners. 

 The departments with more experience tend to have more processes and 
routines in place to manage offshoring. On the other hand, a big reliance was 
put on guidance by informal „offshoring experts‟ compared to existing 
routines.  
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Hierarchical – focus and action depending on level of the organization. This 
research has explored offshoring by focusing largely on the „meso‟ level of the 
organization, providing conclusions regarding the importance of different levels:  

 Management attention matters, both for defining the budget (business 
strategy) and for relationship building (status of site). Top management 
define the offshoring trajectories in terms of defining budget and incentive 
structures, based on market and firm level strategies.  

 Middle management translates directives into operations. They represent key 
strategy practitioners in developing emergent strategies and organizational 
capabilities to facilitate offshoring (e.g. knowledge transfer) 

 Team level employees determine the success of offshoring initiatives in 
terms of their commitment and mentoring skills, e.g. performing peer-to-
peer knowledge transfer 

 In the context of organizations developing complex products, the existence 
of technology managers and experts create a dual power structure – 
management versus technology – which impact the trajectories of offshoring 
in the organization 

6.2 Contributions  
There are a number of recommendations based on the experiences executing the 
research: a) taking a holistic perspective by interviewing both sides and multiple 
levels of the organizations involved in offshore projects, b) developing generalizable 
frameworks on how to describe the phenomena of offshoring (e.g. process and 
hierarchies) that hold over time, c) clarifying what the offshoring phenomena look 
like on different levels of an organization. The research described here is 
descriptive, and descriptive categories can help future research in understanding the 
reasons behind the complex and contradicting findings in interviews/surveys 
compared to performance data. Organizations are complex systems, but there are 
levels of clarity to be uncovered, even when the individual actions are hard (or 
impossible) to predict. The contributions of this research can be explained on three 
levels: method, theory, and contributions to practice. Key takeaways for managers 
related to strategy, business unit transformation, how to manage transfers and 
culture are outlined in Chapter 5. Managers can find guidance in addressing the 
framework of capabilities for offshoring outlined in Chapter 6.  
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The first set of contributions relate to research design and method. By using a 
process perspective on offshoring and using a longitudinal design in combination 
with engagement with case study companies, new insights were gained.  

 The mixed methods gave insight into both the formal (codified) version of 
how the companies managed offshoring and the informal (tacit) dimensions. 
Analysis of post-project reviews showed that the companies repeated earlier 
mistakes, suggesting that the organizational learning concerning the 
management of offshoring was limited. The interviews showed why there 
was little space for learning and revealed the reliance on some key employees 
in the organization.  

 The longitudinal engagement and real-time study of transfer helped highlight 
how the organization solved problems that arose over time. As there is a 
general lack of routines for facilitation of offshoring, these ad hoc solutions 
can provide information on how offshoring is managed in practice. There is 
great promise in combining the strategy-as practice [Jarzabkowski and Spee, 
2009] with Langley‟s strategies for sense-making from process data [Langley, 
1999]. This thesis provides a multilevel description of offshoring through the 
strategy as practice and process methods lens.  

 The commitment of case study companies with iterative cycles of planning, 
presentations, and workshops concerning their management of offshoring 
helped uncover some underlying paradoxes and tensions that the companies 
could not articulate at the beginning of the project (see Appended paper IV). 

The theoretical contributions are related to the holistic perspective taken on 
offshoring of knowledge work. The holistic process model (Figure 1) of offshoring 
is used to emphasize the need of combining a process perspective and a hierarchical 
perspective on offshoring to understand how it is governed in practice and what 
issues the companies face.   

 The studies contribute to current literature on distributing knowledge work 
[Gertler, 2003; Hobday et al., 2005], showing the different types of 
organizational arrangements of companies (such as Eurotech and Eurosoft) 
when distributing responsibilities to captive centres and service providers in 
China and India. The knowledge aspect of distributing work has posed a 
number of challenges in these studies concerning the facilitation of 
knowledge transfer and matching footprint strategy with the architecture of 
the product as well as the organization. 
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 This research takes a first step towards establishing the role of middle 
managers as key players in research on offshoring (especially in the context 
of captive centres), as their interpretation and enactment of strategy in 
knowledge work is found as a success factor in these case studies. The 
studies and the inclusion of hierarchical perspectives into the holistic model 
of offshoring add to the anecdotal descriptions of middle managers‟ role in 
previous research [Boyett and Currie, 2004]. It also contributes to offshoring 
research calling for multilevel theory that accounts for influences that 
clarifies both positive and negative effects on different stakeholders 
[Niederman et al., 2006]. 

 This research points to an evolutionary view on strategy for offshoring, 
through the inclusion of middle management perspectives. This shows that 
middle managers can have a key role in defining strategies for offshoring, 
often as a response to the lack of strategies communicated from top 
management, but also as a response to eliminate the unease their employees 
on lower levels experience when offshoring is perceived as a threat to their 
jobs.  

 The research introduces a process view on middle management 
implementation, by defining top-down and bottom-up approaches to 
offshoring (e.g. expansion of research efforts due to dependencies or 
negative feedback) and defining the key actors relevant for studies on 
strategy in practice concerning offshoring.  

 The research defines key routines and capabilities needed to facilitate 
offshoring of complex product systems. We thereby contribute to the 
discourse on capabilities [Dosi et al., 2000; Winter, 2003] in a new context, 
especially the emergence of organizational capabilities compared to ad hoc 
problem solving [Winter, 2000; Ethiraj et al., 2005]. 
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6.3 Future work 
The research presented here has identified several areas of interest to explore 
further as parts of offshoring research. The first area to touch upon is 
generalization through further validation of the studies performed here. It would be 
interesting to see if the results are valid outside the industries studied (automation 
and telecom), and if the results are specific to Asia or apply to offshoring in general. 
The differences between offshoring and outsourcing are a topic discussed only 
briefly here, but studies are needed that can help define the different factors that are 
common to offshoring and outsourcing and where they are different in the context 
of strategy implementation. A topic often discussed in our project is how to 
measure the maturity of a certain organization when it comes to managing 
offshoring processes. Comparing the two companies, no difference in maturity can 
be found on firm level, but on Business Unit level it was clear that Eurotech varied 
in line with their amount of experience. On a similar note, Eurosoft seemed much 
more mature both in terms of confidence and existence of routines coupled with 
outsourcing compared to their management of captive offshoring. Does this 
difference relates to contractual differences or have captive centres automatically a 
more complex organizational design to manage?   

Finally, the question of performance and estimation in relation to offshoring is still 
not clear. From a managerial point of view, we have been asked many times if there 
is an easy way of measuring when offshoring initiatives really provide the cost 
benefits that were estimated. The lack of dedicated resources for e.g. knowledge 
transfer can easily become a barrier to successful offshoring since it results in a long 
support period for the sending organization that was supposed to hand over. 
Sustainable offshoring requires attention to both economic and social 
considerations within a longer time frame than the next budget round. An action 
research approach could also have a potential value for the organizations, e.g. in 
terms of introducing change management practices to support implementation of 
offshoring directives.  
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