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ABSTRACT 

 

 

The globalization of markets is hindering the competitive position of 

organizations throughout the world. On one hand, Small and Medium Sized Enterprises 

(SMEs) which have settled in a niche market face an escalating difficulty to defend their 

market share. On the other hand, increasing fragmentation of value chains throughout 

the world is turning many SMEs into powerless suppliers (Gammelgaard and 

Mathiasen, 2007). Consequently, SMEs are obliged to improve their competitiveness, 

and outsourcing is an effective tool to achieve that. However, its use is still not 

widespread throughout SMEs (Knowledge Wharton, 2004). In fact, SMEs are perceived 

to be stimulators of the local economies (Blackford as cited by Odaka and Hawai, 1999, 

p.58) and to be more attached to their local environment. The weight of emotional 

responses in decision making of outsourcing might be related to the low occurrence of it 

amongst SMEs.  Hence, the aim of this study is to understand in which way the 

emotional factors affect the decision making of outsourcing in SMEs. 

 

The study follows a qualitative strategy with an explanatory research design. We 

did not only want to explore the impact of emotional factors, but understand the reasons 

behind it. Accordingly, we first identified the possible economic and emotional factor 

through the construction of the theoretical framework. This allowed us to know their 

individual relevance in the decision making, but unfortunately we could not obtain a 

coherent picture of their relationship. In order to accomplish these relations, the primary 

data was collected through in-depth semi-structured interviews. Six SMEs with 

headquarters in Umeå were interviewed and provided us with the necessary data. 

Consequently, our analysis unveiled the relationship between the factors that affect the 

decision of outsourcing - managing to fulfill the purpose of our study. 

 

Basically, our obtained results led us to the conclusion that the small or medium 

nature of the enterprise does not condition their emotional behavior. Therefore, we 

concluded that the fact that the enterprise being an SME does not imply that emotional 

factors have more weight in the decision making. In fact, we discovered that the 

emotional factor with the highest degree of influence in decision making of outsourcing 

in SMEs is the type of corporate culture of the business. 

 

 

 

Keywords: Outsourcing, Small and Medium Enterprise, SME, emotional behavior, 

decision making, economic factor, emotional factor. 
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1. Introduction 

 

1.1. Problem background 
 

Due to the current competitive conditions in markets around the world, the Small 

and Medium Enterprises (SMEs) face an increasing need of specialization and 

differentiation of their output to stay competitive. That specialization must be focused in 

a niche where they have advantages (Innocenti and Labory, 2004; Gammelgaard and 

Mathiasen, 2007). However, the competitiveness does not only rely on the income 

produced by the output, but on the costs produced by the input. Staying competitive in 

cost and being able to conduct the activity in the most efficient way possible is, 

therefore, essential, and the outsourcing is a tool for it. Even though the outsourcing of 

activities is not very widespread yet in SMEs (Knowledge Wharton, 2004), the new 

technologies and networking are making its use increase. The previous made “global 

sales and outsourcing possible, highly profitable, and necessary, all at the same time” 

(Thurow as cited by Audretsch, Keilbach and Lehmann, 2002, p.11). Nonetheless, it is 

not treated the same way by the different organizations. As we will highlight in the 

following chapters, outsourcing is nowadays an essential tool to get to be competitive 

for most enterprises in the developed economies.  

 

Outsourcing has a bad name in everyday colloquial contexts in Europe, as it is 

related to the externalization of activities and the loss of jobs in local communities. On 

the one hand, large Multi National Companies (MNCs) are perceived to be heartless 

efficiency driven corporations that do not care about the local communities. On the 

other hand, SMEs are perceived to be stimulators of the local economies (Blackford as 

cited by Odaka and Sawai, 1999, p.57), enterprises that feel their roots in a specific 

local community. Are the MNCs heartless and the SMEs community rooted? Which are 

the factors that lead a company to take the decision of outsourcing? Do those depend on 

the size? Previous studies did not attempt to look into the effect of the emotional factors 

in outsourcing, which is the knowledge gap we intend to fill. 

 

1.2. Problem Statement 
 

The research question that will guide our research will be the following: 

 

In which way do the emotional factors affect the outsourcing in SMEs? 

 

1.3. Purpose 
 

This study is conducted to identify and understand the impact of emotional factors 

in decision making of outsourcing of SMEs. In order to achieve that, we will attempt to 

obtain a solid knowledge of the main factors that affect that decision making as a whole. 

Our previously conducted research during course study on these issues did not 

investigate the behavioral part of emotional involvement in outsourcing decision 

making process. Hence, our study attempts to address and investigate also the emotional 

elements like uncertainty, bounded rationality, trust, opportunism, psychic distance, 
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environmental perception and corporate culture in combination with other rational 

factors.   

 

The first objective is to investigate which ones are the emotional and economical 

factors that impact the outsourcing decisions. This will later lead us to determine how 

they play a role in outsourcing decision-making by analyzing them along with our case 

descriptions. 

 

1.4. Limitations 
 

It is to take into account that our research process was constrained by two main 

elements. As we are both entrepreneurship students, time restrictions made the 

systematic literature review difficult in the field of behavioral oriented business 

theories. Nonetheless, it was complemented by a comprehensive systematic literature 

review in the field of business. In addition, we counted on few financial resources and 

no means of transportation. That is why the literature review and the collection of 

primary data were performed using free sources located in Umeå. 

 

1.5. Outline of the study 
 

The research is structured on the basis of the following figure: 
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2. Scientific Method 

2.1. Choice of Subject         
 

The interest for deeper investigation of outsourcing came from a previously 

conducted brief research conducted by the authors during course study. The previous 

research was also concerning outsourcing of SMEs in Umeå, but was based mostly on 

what they outsource. After it, we were attracted to go deeper and evaluate the reasons of 

the different SMEs to outsource. Furthermore, we wanted to get to understand the 

reasons that affected both SMEs and MNCs: in a previous study we conducted, we 

perceived a high involvement of emotions in the interviewees of SMEs concerning 

outsourcing, but we were unable to prove that involvement with hard evidence. 

Therefore, our previous research was beneficial for enriching our ideas and led us to 

identify our current knowledge gap.  

 

2.2. Preconceptions 
 

The outsourcing in general understanding is the process of contracting of a focal 

firm with a specialized firm in order to make available certain goods or services that 

otherwise could have been produced inside the focal firm. It is a process that could be 

useful for a firm that aims at exploiting opportunities inside and outside their 

boundaries. Nevertheless, we did not have a distinct knowledge of its nature before the 

research, even though we developed a preconception of outsourcing in the cited 

previously conducted research. In that research we explored several elements 

surrounding outsourcing and its causes, but omitted essential theoretical elements like 

stating the boundaries of the firm (which is essential to establish what is outside it). 

 

The previously studied academic subjects were useful for us to establish links 

between the outsourcing and other indirectly related elements. For example the 

networking, that increases the sharing and the transfer of knowledge, or the strategic 

competences, that should be boosted to create a competitive advantage. We studied that 

outsourcing played a role in both of them, but we ignored the degree of relevance on its 

decision making. 

 

2.3. Vision of the World  
 

The development of knowledge requires a clear view of the steps and processes 

that are being used in the methodology of the research. It is basic for the reader to be 

aware of the nature and philosophy of the research that influenced all our choices. It is 

fundamental because it contains the basic statements regarding the method of how the 

world is watched (Bryman and Bell, 2007). Hence, “the adopted philosophy will be 

influenced by practical considerations, where the main influence is likely to be the 

practical view of the relationship between the knowledge and the process by which it is 

developed” (Saunders, Lewis, Thornhill, p.108). 

 

When studying the factors that lead to outsourcing, we made an attempt to see the 
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decision making from the perspective of each one of the interviewed enterprises. We 

tried not to focus on our truth, but to try to understand their preconceptions and way of 

thinking in order to see their truth. We saw the organization as a bundle of relations 

between people which can vary from one to another. That is why when observing the 

environment we were constructivist: we studied the reality through its “social actors” 

(Bryman and Bell, 2007, p.22). This ontological assumption influenced the method of 

the whole research and the way got to understand in which way the emotional factors 

affected the decision of outsourcing. 

 

2.4. How to Study 
 

Coherently, we attempted to study the reality we discovered through the eyes of 

the interviewees first to be able to create truthful patterns afterwards. The way the 

interviewee related what was normal or common for him/her, or especially what was 

taken for granted, gave us an insight about how to understand their reality. In fact, as we 

base part of our research in abstract concepts such as trust relationships and attachment 

to the environment, we understand the reality in an interpretivist way (Bryman and Bell, 

2007, p.16). Our epistemological assumption together with the ontological configured 

the way we tackled the research. 

 

2.5. Research Strategy 
 

An in-depth investigation to develop the relationships among factors could have 

been conducted with a quantitative strategy. However, due to the level of both 

emotional and economic involvement in the decision making process, a qualitative 

research strategy was more suitable. We looked for experience based contextual 

explanations, a general view of the problem as a whole that made us understand the 

abstract factors that lead to outsourcing (Bryman and Bell 2007, p.426). This way, we 

followed a qualitative strategy, as we knew that not measurable arguments were to have 

a larger impact on the final conclusion. Therefore, when collecting the empirical data 

that would lead us to the result, we used an open method: semi-structured interviews. 

This made it possible for us to make the respondent feel free to explain his/her 

contextual situation. 

 

The relationship between the theory and the research was deductive. The literature 

review allowed us to construct a theoretical framework based on linkages of the selected 

scholar theories. And the factors of the theoretical framework guided us to collect 

empirical primary data in order to confirm or verify those. Consequently, the logic of 

our research was deductive: the factors of the theoretical framework had to “be 

subjected to empirical scrutiny” (Bryman and Bell, 2007, p.11) which would validate 

them or suggest changes. 

 

2.5. Research Design 
 

According to Bryman and Bell it “is a framework for the generation of evidence 

that is suited both to a certain set of criteria and to the research question in which the 
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investigator is interested” (2007, p.39). Hence, our design is basically the method we 

used to collect and analyze data. We selected explanatory research design as it is 

suitable “to explain the pattern related to the phenomenon in question and to identify 

plausible relationships shaping the phenomenon” (Marshal and Rossman, 2010, p.69).  

The phenomenon in this research was the decision making of outsourcing whilst 

economical and emotional factors were the possible relationships shaping it. Therefore, 

explanatory design allowed us to explain “why something happens and assessing casual 

relationship between variables” (Gratton and Jones, p.7).  This way we attempted to 

explain the causes that affect the outsourcing decision with a multi-case study. And 

once knowing those, we were in position to explain in which way the emotional factors 

impact the overall decision of outsourcing in SMEs. 

 

 As we followed a qualitative strategy, our way of quantifying data was based on 

thematic analysis. We followed Baurn and Clarke’s (as mentioned in the Howitt & 

Cramer, 2008, p.341) systematic analysis approach to make themes out of the audio 

recorded transcribed data which comprised of six steps: Familiarization with the data, 

initial coding generation, searching for themes, theme definition and labeling and finally 

writing the report. 

 

2.6. Choice of theories  
 

Theory selection is an essential process to get the knowledge that is required to 

answer our research questions. “Data are currencies of information” (Pervez, Ghauri, 

Jonhaug, 2005, p.31). Theory selection is essential in our study because the theoretical 

framework is based on it. According to Malhorta and Bricks (2000, p.99), “examination 

of available secondary data is pre-requisite to the collection of primary data”. Our 

theoretical framework is consequently composed by the data obtained from the 

secondary sources linked in order to try to attempt to guide the generation of primary 

data and answer the research question. 

 

 
 

  

 

                                                                                                                                          

                        

                    

                                                                                            

 

 

 

 

Our theories and secondary data have been gathered from books, articles, reports 

and several theses we obtained from the university library through its databases. The 

master and specially the PhD thesis were highly useful in order to reach the original 

authors; e.g. Barney (1991), Williamson (1975, 1985, and 1987), Parahald (1990 

and1994) and several others whose written publications developed our knowledge and 

allowed us to relate further theories to the factors that affect outsourcing decision.  

 

Figure 2, Role of the theory Source: Self made 

Interviews Theories + Secondary Data Theoretical Frame work 

Primary data Analysis 
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We found all the cited sources were rich and relevant to understand the research 

problem as well as to develop our theoretical framework. Four economical theories 

were relevant for identifying the factors: Firstly, Transaction Cost theory (TCT), which 

was introduced by Coase (1937). It allows an analysis of the different costs (of search, 

transaction and coordination) which a company incurs to determine the economical 

feasibility of outsourcing. The theory was further developed by Williamson and 

Gottschalk (2006), whose publications we use. Secondly, The Resource Based view 

(RBV) states that the firm has resources which brought together are the source of 

competitive advantage. Barney and Arikan (as cited in Wrastschko, 2009) are our main 

source, but we also use a many publications of Holcomb and Hitt (2006). The third 

economical theory is the Knowledge Based View (KBV), whose authors’ state that the 

firm is “a repository of capabilities, as determined by the social knowledge embedded in 

enduring individual relationships structured by organizing principles” (Kogut and 

Zander, 1992, p.396). Kogut and Zander are our main source, together with Aggarwal 

and Nisa (2009), and Chary (2009). Those three theories are complemented and related 

through the factors with the Core Competence theory. Its main authors are Hamel and 

Prahalad (1990 &1994), but we also used the work of Quinn and Hilmer (1994), Arnold 

(2000) and Larsen and Schary (2007). The Positioning theories of Porter might also 

have been interesting to include. We did not finally do it because Porter was partly 

based on the previous theories and we wanted a wider focus of the competitive position.  

 

In order to be able to study the emotional factors that have an impact in decision 

making, we used mainly the following theories. Those were more behavioral oriented 

business theories related to psychology and were used to understand the triggers of the 

human emotional responses. The TCT and some elements of the KBV pointed out 

theories related to Trust, which were explored and intensively used throughout the 

factors in the theory part. The main authors mentioned are Bhattacherjee (2002) and 

Sako (1992). In addition, the Affective Event Theory (AET) helps understand how the 

irrational responses are triggered and will help us conclude how different the reactions 

in different people can be. It is explained before the factors due to its relevance in all the 

emotional responses, and its authors are Weiss and Cropanzano (1996).  

 

Finally, very related to both economic and emotional factors, we explained the 

theories of Networking, which seemed to relate with both types of factors equally. The 

main cited authors are Hollensen (2007), Fine Vardan, Pethick and El-Hout (2002),  and 

the UNIDO (2001). Networking theories together with Uppsala Model by Johanson and 

Vahlne (1997, 2009) try to deal with behavioral elements of internationalization that 

were applicable to successfully identify the factors. 

 

2.7. Criticism of secondary sources 
 

The main issue concerning the collected secondary data and theories are the effect 

of our own subjective reasoning when choosing them. We had a previous idea of the 

SMEs and their relation with the decision making factors, and even though we tried to 

be fully objective and systematic when selecting sources of information, the selection 

might have been altered by our involvement. Furthermore, the involvement in a 

previous study might have biased what we expected to find in the theory, affecting what 

we considered to be important. Conversely, we made a special effort to read different 
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kind of theories in order our knowledge to evolve in an objective way during the 

research. 

 

Another point to take into account is the fact that the information gathered about 

SMEs can be deceptive. The reason of this is that the definition of what an SME is 

changes depending on the source. We stated the main two definitions in the beginning 

of the theoretical framework and took its differences into account when gathering the 

data. Consequently, the problem comes from the fact that many authors neglect to state 

the nature of the SMEs they are referring to, which could damage the analysis of the 

collected data. Still, we think that the effects of this are minimum, as most of them were 

clearly referring to our definition of SME. 

 

Finally the antiquity is one of the main problems that are associated with the 

published secondary data (Wrenn, Stevens, Loudon, 2007. p.73). The collected 

secondary data was in fact collected from several theories that were old. The basic 

emotional and transactional theories were developed several decades ago. However, as 

stated, several modern authors were also cited in order to prevent this to harm the 

quality of the research.  
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3. Theoretical framework 
 

In order to focus our research, we are going to build a theoretical framework 

concerning the nature of the outsourcing and its relation with the different factors that 

affect its decision making process. We will start with the explanation of the generic 

decision making process. Then we will continue with definition of the SME and the 

concept of the outsourcing, which is defined in various ways by several authors. 

Afterwards, we will state our view of the boundaries of the firm and the theories that 

influenced it. Finally, we will identify the different factors. 

 

3.1. Decision Making Process 
 

It is basic to know the different stages of a generic decision process in order to 

determine the influence exerted by the factors on them. For this we based on the 

Decision Making Process of Ashkanasy, Härtel and Zerbe (2008, p.2-9). 

 

The first stage of decision making is Perception, which contains the recognition 

and the interpretation of the events. The recognition refers to knowing the different 

environmental and the organizational events which are signals that the organization will 

need for the adaptation, while the interpretation is the action to imply the perceived 

events. In recognition the management recognizes an environmental event and evaluates 

the threats and the level of opportunities which comes in attaining the organizational 

goals in decision making. Once the events are recognized, the importance of the events 

is to be interpreted to know the risk. 

 

The next step in decision making process is the Formulation, which is based on 

the information search and information evaluation. The first one is the action of 

searching the sufficient information through the number of alternative responses to be 

able to choose the correct option. On the other hand, the information evaluation is 

mainly based on grading the quality of the information that already exists within the 

organization. The collected information is then further formulated and the responses are 

made on the basis of the generated information.  

 

The last step is the Implementation, where several groups’ coordination is 

required, and proper monitoring is also important to see whether the implementation 

moves towards the goal of the organization. 

 

The fact that the SMEs are perceived to stimulate the local economies by buying 

local and hiring the locals (Blackford as cited by Odaka and Hawai, 1999, p.58) might 

be caused by a difference in the very recognition of the situation and even in the 

evaluation of the information. Therefore, the events that might cause the divergence 

between the criteria of the SMEs and the MNCs are probably located in the area of the 

Perception of the previous situation, on its basic recognition. 

 

3.2. Definition of Small and Medium Enterprise 
 

The first step to study the outsourcing in SMEs is to establish what we will 

consider to be an SME. As explained before, the convention of Small and Medium 
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Enterprise can vary from author to author. Still, we are going to explain the two main 

conventions, which are the one of the US Small Business Administration and the 

European Commission. For the first organization, an SME is a company with 100 

employees or less, and in the case of medium company that figure goes up to 500 

employees. There are some turnover limitations, but are established for every industry 

(US Small Business Administration, 2010). However, when comparing these figures to 

the Swedish business structure we can realize that those are designed for a much bigger 

country. The convention we are going to use is the one of the European Commission, 

which considers a Small business to be a company with less than 50 employees and 

Medium business with less than 250 employees. There are turnover and Balance sheet 

specifications that we show in the following figure. These figures are much more suited 

to the Swedish business environment. 

 

Enterprise category Employees Max. Turnover Max. Balance sheet 

Medium < 250 ≤ € 50 million ≤ € 43 million 

Small < 50 ≤ € 10 million ≤ € 10 million 

Micro < 10 ≤ € 2 million ≤ € 2 million 
Figure 3, Based on European Commission 

 

3.3. Outsourcing 
 

What is the outsourcing? Seidl states that the “Outsourcing is the decision of an 

organization to contract or sell its assets and/or its activities to a third party supplier, 

who in exchange provides and manages assets and services for monetary return over 

agreed period” (Seidl, 2007, p.4). He defines the outsourcing in a very wide way, 

referring to contracting either assets, activities or both from outside the enterprise in 

exchange of a money return. Nevertheless, this definition does not attempt to establish 

any pattern or explain the reasons of what or why is to be outsourced. 

 

Nevertheless, a narrower definition is given by Dominguez (2005): “Outsourcing 

is the practice of hiring functional experts to handle business units that are outside of 

your firm’s core business” (Dominguez, 2005, p.21). Here she clearly establishes who 

provides the service and the nature of the activity in relation to the outsourcer company. 

She basically understands outsourcing as the externalization of certain activities to be 

conducted by professionals with more capabilities in a specialized business. Besides, 

she gives a definition of another related concept that is closely linked to the 

outsourcing: “Offshoring, or outsourcing offshore, is the practice of hiring experts in 

other countries to handle business processes that may be outside of your core business 

focus, or to reduce costs, enhancing quality, and improve productivity.” This way, 

when specifying the reason for outsourcing overseas, she also gets to specify the main 

targets of the company when doing so. The offshoring has an increasing relevance due 

to the process of globalization of the world markets and the fragmentation of the value 

chains of several industries throughout the world (Gammelgaard and Mathiasen, 2007). 

 

Additionally, the outsourcing has been defined as “the reliance on external 

sources for manufacturing components and other value-adding activities” (Lei and Hitt, 

as cited by Gilley and Rasheed, 2000, p.764). This may imply the misleading possibility 

of considering as outsourcing all the purchases of a business when it is actually the 

refusal of producing inside. The outsourcing is both “substitution” of internal activities 
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and “vertical disintegration”, as direct control over the stages of production is reduced 

(Gilley and Rasheed, 2000, p.764). Hence, outsourcing is a strategic decision. 

 

3.3.1. The Convention of the Firm 
 

To properly define the outsourcing we have to clarify what is considered to be 

inside or outside of the firm. In another words, knowing the boundaries of a firm is an 

essential stage to get to understand what can be considered as outsourcing. There is no 

consensus regarding the specific boundaries of a firm, but it is clearly the view of the 

Resource Based Theory the one that influenced more our view. Its authors consider the 

enterprise as a bundle of resources that create a competitive advantage when relating 

between themselves (Barney and Arikan, as cited in Wrastschko, 2009, p.11). Barney 

(1991, p.99-120) states that a firm can be defined as a unit that searches valuable 

resources which are rare, with high value, inimitable and that have no substitutes. The 

joint functioning of those resources constitutes the boundaries of the firm.  Furthermore, 

the recognition of such resources can be tightly related to the point of view of the 

Knowledge Based Theory, which has a narrower point of view: it considers the firm to 

be a bundle of capabilities and knowledge inside the firm (Kogut and Zander, 1992), as 

we will further on explain when studying organizational learning. 

 

Consequently, when referring to inside, we will be referring to the activities which 

are performed with the range of resources (physical and human, including the 

capabilities of the KBV) within the organization. 

  

 

3.3.2 Factors that affect the outsourcing decision  
 

The factors are the reasons which influence the judgment of the company. 

 

Economic Rational Factors 
 

The majority of the enterprises in Europe, including Sweden, are small and 

medium enterprises. Those create up to 55% of the total value added in Sweden 

(European Commission, 2006) and have very different combinations of structure and 

resources to serve the diverse market segments and niches in the economy. However, 

the performance of the MNCs is an issue that has been much more studied, even in 

proportion of the created value to the economy. The economical factors are the most 

important, if not the only information input used to take high range decisions, purchase, 

sell or outsource assets and activities in order to improve the profitability (Mintzberg, 

1979).  

 

Emotional Factors 
 

There is no generally accepted and unified definition of emotion as it can be seen 

from different wide perspectives. “Emotions are complex reactions that engage both 

our minds and bodies”. Such complex reaction contains “subjective mental state” and 

“profound changes in the body”. The mental state contains the signs of happiness, 

pleasure, joy, anger, sadness, frustration or love, while the body states are the rise is the 

body blood pressure, and increase of the heart beat (Richard & Bernice, 1994, p.151). 
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Therefore, our assumption is that if the emotions are feelings inside the human 

mind that have a large amount of subjectivity and personal values involved, those could 

move the mind away from the efficient analysis. It would affect the objective business 

decision, as for example deciding to outsource a major part of the manufacturing or 

advertising. As a judge in a penal court should never be emotionally influenced, the fact 

that the managers of an enterprise are attached to a certain environment or people can 

change or alter their judgment, reaching different conclusions from the ones they would 

if they were objective players. 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 

The figure 4 above links the economical objective factors and the impact of the 

emotional factors in the emotions that alter the outcome of an outsourcing decision. In 

the following chapters we will argue that both sides have a role to play in the decision, 

being even related in some of the factors that we are going to analyze. This way, the 

knowledge gap we intend to fill with our research is located between the two main 

branches of the diagram, in the difference of the weight of emotional and rational 

factors in the outsourcing decision making. 

 
Here we offer a brief summarization of the chosen factors and the main relations 

with the mainstream theoretical framework. Through their analysis we will determine 

how those affect the decision making of outsourcing. 

 

 Economic Factors 

 Nature of the activity: Core Competence, RBV 

 Cost Reduction: TCT, Core Competences, Networking, KBV 

 Competitive Position: Networking, TCT, Core Competences, RBV 

 Learning: KBV, Networking, RBV 

 Strategic relatedness: RBV, Core Competences 

 Flexibility of Resources: RBV 
 

Emotional Factors 

 Trust: Networking, TCT, Trust 

 Psychic Distance: Networking, Uppsala Model 

 Perception of the environment: Networking, Uppsala Model, TCT 

 Affective attachment to the environment: Core Competences  

 Kind of corporate culture: Core Competences, KPO, RBV 
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Figure 4.Source:  Knowledge Gap, Self made, inspired on Weiss & Cropanzano (1996, p12) 
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Emotional triggers of Decision Making: Affective Events 

 
Weiss and Cropanzano’s “Affective Events Theory” explains the source of 

emotional responses. The affective events and its reactions are the root of the emotional 

factors that condition the decision making: an affective reaction is obtained through the 

act of feeling an affective event by focusing on the environment of a situation. The 

theory states that the judgment is a process that is influenced by both affective reaction 

and cognitive knowledge. Whilst cognitive refers to the objective knowledge of the 

situation, the affective reactions mean the feeling or emotion someone has for that same 

situation. It is the conjunction of these two factors what will influence the judgment 

(Weiss and Cropanzano, 1996, p.10-75). 

 

The affective events do not just focus on the whole environment but also on the 

events which are the nearest causes of affective reaction (feelings and emotion) as part 

of the environment that affects those events. In short, Ashkanasy, Charmine, Härte and 

Zerbe (2008) suggest that the affective events are the reason of emotions which have 

impact on the behaviors. This is the way the outsourcing decision can be influenced by 

events like geopolitical issues, changes in business relationships or even changes in the 

competitive environment: they provoke affective reactions based on emotion and 

feelings. All these changes will have an impact on the behavior of the decision maker, 

and consequently, on the strategic decisions made. 

 

 

3.4. Economic Rational Factors 
 

These are the factors that influence the outsourcing decision mostly in a rational 

way. Most of them are related to each other through their common theoretical sources. 

This way, their order is established based on a logical explanation of the main 

theoretical streams. For example, Nature of the Activity introduces the Core 

Competences, which are further related to most of the following factors. In fact, the 

reason why economic factors are explained first is because of the fact that several 

emotional factors rely on its theories. 

 

3.4.1. Nature of the activity 
 

The business can be divided in different activities depending on the skills and 

capabilities inside and the efficiency and excellence possessed in each area. This 

distinction is much related to outsourcing and its decision making as these competences 

configure the structure of a business as a whole (Hamel and Prahalad, 1994). 

 

Core Competences 

The central and most relevant competences for the business are the Core 

Competences, which are a “bundle of skills and technologies that enables a company to 

provide a particular benefit to customer” (Hamel & Prahalad.1994, p.199). Focusing the 

company on core competencies is the key for coordination of production skills, 

integration of technologies, organizing work, fast delivery, organization and 

communication to working across organizational boundaries of an organization (Hamel 

& Prahalad, 1990, p.79-90). 
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The core competency is, therefore, the main source of competitive advantage 

which facilitates the selection and production of the new and already existing products, 

what makes its protection a matter of cardinal relevance. Prahalad & Hamel see a “tree 

as a diversified corporation: the branches and the trunk are the core products, the small 

branches are the business units, the leaves, flower, and fruits are the end products”, 

(1990, p.81) nourishing and stabilizing is the root system which is the core 

competencies.  The Core competencies help develop the core functions and activities 

which are further used to develop the final end user products”.  The efficient use of core 

competencies helps the company take advantage of the opportunities in the market. 

These competences work as glue which bonds the different business units in a coherent 

way and can be identified through three tests which are mentioned by Prahalad & 

Hamel: “potential access to wide variety of markets, assessing significant contribution 

of perceived customer benefits of end products and difficulty of imitation”,(1990, p.83). 

 

  
 
Non core Competencies 

On the other hand, non core competencies are those requirements that enable an 

organization “to overcome the obstacles to meeting acceptable criteria for performance” 

(Esque and Gilbert, 2005). Thus, those activities add a lower customer value or have 

little or no contribution to the customer perceived value of the firm: those are common 

in the market, without uniqueness, and are realized in a homogeneous way comparing to 

the competitors. Such activities are not further extendable for the future opportunities of 

the market and do not provide competitive edge in the market. However this does not 

imply that non core competences are not relevant: their role is to provide with the 

necessary structure to perform the core competences in an efficient way (Sun and 

Howard, 2004, p.133). When a non core activity exceeds this function the resources 

used in it need to be turned into core activities which could benefit much more from 

extra time and efforts (Talwar, 1999, p.167).  

 

SMEs versus MNCs 

The differences in terms of the distribution of the competences inside the firm 

between the SMEs and the MNCs can alter the outsourcing decision. MNCs usually 

have as their main organizational objective to avoid “the potential inefficiencies of their 

size”, tending to be much more decentralized. This leaves its employees more autonomy 

when performing their tasks, which is possible because of the fact that these companies 

“The corporation, like a tree, 

grows from its roots: core 

products are nourished by 

competencies and engender 

business units, whose fruit are 

end products” (Prahalad & 

Hamel, 1990, p.82).  

Figure 5, Tree of competencies 
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are “highly specialized with multiple competences” (Hong and Jeong, 2006, p.294). 

Due to this, the core competences that support their competitiveness are supported on a 

net of non core competences that is built on the base of synergic interrelations between 

the competencies. As the decentralization is already more apparent in MNCs, those 

might tend to outsource non core activities more quickly (Hong and Jeong, 2006, p. 

292-302). On the other hand, SMEs tend to be more specialized in one main core 

competence that they protect and develop. This is why most of these enterprises 

“centralize their key strategic operations (e.g., strategic planning, purchasing, and 

information technology infrastructure)” (Hong and Jeong, 2006, p.294). Therefore, they 

are more cautious when outsourcing non core competences that are close or directly 

related to the core competence.   
 

The tendency of SMEs of focusing in one core competence is graphically 

explained with the following model developed by Arnold (2000). It is divided in four 

parts: object, partner, subject and design of outsourcing. The subject comprises of the 

outsourcer company, while the process and the outsourced activity are considered to be 

the object. Concerning the activities of the business, those are divided on four parts, 

which are the core activities (those where the company has special capabilities), core 

close activities (those which are close to the original business), core distinctive activities 

(those that support the original business) and disposable activities (those which are 

performed without any special capability) (Arnold, 2000, p.23-29). The more distant to 

the core, the more likely is that the activity can be efficiently outsourced.  

 
“Figure 6, Single centralized core competencies, Source: Arnold (2000)” 

 
 

3.4.2. Cost Reduction  
 

The Cost Reduction is appointed as the main key driver in outsourcing decision 

by Kakumanu and Portanova (2006, p.2). Therefore it is likely to be a key factor related 

to outsourcing. the higher external labor, production and installation costs push the 

management away from outsourcing decisions, while the opposite move the company to 

outsourcing. 

 

Measurement of the Cost 

The main theory related to the cost reduction is Transaction Cost Theory, which is 

essential for the business process as it has been developed to facilitate the “comparative 
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cost of planning, adopting, and monitoring tasks completion under alternative 

governance structured” (Gottschalk 2006, p.149). A transaction takes place when a 

good or service is moved “across a technological separable interface” (Williamson, 

1985.p.1), and the theory measures the total costs of the transaction for the firm. For the 

outsourcing decision, a company needs to make a comparison of the total transaction 

cost and the production cost of the inside and outside (Williamson, 1987, p.1-21). 

 

The transaction cost that affects the decision of outsourcing takes place in two 

phases: the ex ante and the ex post. The ex ante deals with the cost that is to be 

calculated in drafting, safeguarding an agreement, and negotiations: in such areas both 

parties need huge care because several unforeseen events are likely to take place. The ex 

post cost includes the cost of maladjustments, haggling, the setup and running costs 

(Williamson, 1985.p.21). This way, TCT helps analyze not only the total actual cost 

incurred by the company in an outsourcing process, but also its parts, to be able to know 

which the main cost-rising points are. This influences the feasibility of the operation, 

and for that reason, its decision making process. 

 
There is a key element that alters the measurement of the cost, and therefore 

impacts the decision of outsourcing: assets specificity (Yushan, 2009, p.6-55). It refers 

to the kind of asset that is specially designed for one buyer and that, consequently, has a 

lower value for any other. It is “the degree to which assets that are needed for the 

transactional relationship are not transferable to other activities” (Greenber, Ralpah, 

Antonuci, 2008.p.593-608). Those make “the party who has invested in the assets incur 

a loss if the party who has not invested withdraws from transaction” (Aubert and 

Weber, 2001, p.4). That specific asset creates high value for a specific company, but if 

the transaction does not take place the product it is not resalable to others, which is why 

all the power of negotiation remains in the purchaser of the good. If the last one does 

not purchase the goods, the supplier suffers from sunk cost due to the not resalable 

nature of the asset: Because of this, the nature of the physical or intangible asset to be 

outsourced conditions the risk and cost of the whole operation, and affects its decision. 

 

Always outsource if the cost is lower? 

The most complicated phase in outsourcing is the deciding which activities should 

be outsourced and which ones should remain inside, because it depends on several 

factors (Larsen, Schary, 2007, pp57-58). Jaing and Qureshi (2008) give the example of 

the situation in a perfect market (a market in which a single seller cannot influence the 

price, knowledge is equally spread and it is impossible to get more than normal profits 

(Robinson, 1934, p.104-120)). If that were the case, the company would outsource 

everything but its core competences to save costs in order to be more profitable. This is 

due to the fact that the managers would not waste resources investing in activities where 

their capabilities are lower than other enterprises’ (Quinn and Hilmer, 1994, p.48). 

Hence, in a perfect market the contemplation of our first factor (Nature of the Activity to 

be outsourced) would be enough to take the decision. 
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Figure 7. Outsourcing in a perfect market, Based on Jaing and Qureshi, 2008 
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Conversely, the markets are not perfect, and outsourcing is not free from cons that 

increase its overall transaction cost, which are “hidden costs” (Overby, 2003, p.60): 

 

 Loss of the managerial control is the ex post cost which impacts overall cost the 

most: as the company gives control to a second party as a dealer and loses its 

direct management control, which can lead to severe lack of coordination 

(Chronister, 2006, p.363-364). 

 Lay off cost: ex post cost related to losing own staff, which would have impact 

on the long term performance due to the impact on organizational tacit 

knowledge (explicitly untransferable knowledge) (Overby, 2003, p.60).  

 Vendor selection cost: this ex ante cost is hidden because it is difficult for a firm 

to estimate the actual cost related to indentifying the appropriate vendor 

(Overby, 2003, p.60).    

 Transition cost: This ex ante cost is related to vendor switching or barging the 

activity at home, or searching other vendor. It is also related to the time the 

product has to be completed and the hidden charges which come to the surface at 

that time and the firm has to face, especially in technology obsolescence issues. 

(Overby, 2003, p.60). 

 Cultural cost: This cost can be considered both ex ante and ex post, and is 

associated with changes in culture, barriers, and cultural differences. It lies on 

the “basic communication and coordination problems caused by personal 

misunderstandings due to different general cultural conceptions of the people 

from different cultures” (Overby, 2003, p.60). 

 

It is to be stressed that despite the stated cons, the potentiality of increasing the 

effectiveness, profitability and growth in SMEs with outsourcing is clear. And even in 

the current imperfect markets, “the cost of business activities outsourced to a provider 

can be less than the cost of insourcing activities” (J. Schniederjans, M. Schniederjans, 

G. Schniederjans, 2005, p.23). A good example of this is the tendency of many SMEs 

that during the 1970s started outsourcing their back-office activities like tax payment or 

payroll to specialized businesses that could perform them in a quicker and cheaper way 

(Dominguez, 2005, p.23).  

 

Offshoring 

Offshoring offers unique opportunities to reduce costs. Moving labor intensive 

activities to low cost countries like India and China can result in a large reduction of 

overall costs. Besides, “the saving from labor cost can be used for personnel 

developments of in-house employees, which is an effective management strategy” 

(Blodijk, 2008, p.19). However, referring to SMEs, “yet the offshore outsourcing 

phenomenon is not reaching down to the level of small companies, and probably won’t 

for the foreseeable future”, because of the fact that “you need a critical mass [of 

customers] in order for this model to be cost effective” (Knowledge Wharton, 2004). 

This implies that the fixed inversion that the previously explained ex ante elements of 

the transaction cost suppose (search information, meet the outsourcer candidates and 

establish commercial relations) is still too high in most cases for small enterprises that 

do not have enough turnover to take advantage of it. 
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3.4.3. Competitive Position  
 

The current competitive position and its effect on the outsourcing have a cardinal 

relevance on the decision of outsourcing. Its relevance is obvious especially to SMEs 

when analyzing the general world-wide environment: in a world market involved in an 

extensive globalization process, many SMEs are obliged to take the role of powerless 

suppliers of larger enterprises inside very fragmented value chains (Gammelgaard & 

Mathiasen 2007, p.1). “With their obvious size constraints, SMEs must carefully 

position themselves as product or service component providers or producers” (Hong and 

Jeong, 1996, p.295). This way, MNCs organize their manufacturing and logistical 

networks by settling every activity where it consumes fewer resources, and achieve 

higher cost efficiency. (Innocenti and Labory, 2004). According to the TCT, this is 

possible due to the fact that MNCs develop relationships of very high asset specificity 

with the supplier SMEs, what drains the whole power of negotiation of the second ones: 

the SMEs produce specific assets for a MNC, and therefore, their competitive position 

is weak (Poppo and Zenger, 1998, p.856). 

 

Despite the previous situation, the outsourcing in SMEs has always been several 

stages behind the one in MNCs. The most efficient way for SMEs to use the 

outsourcing to boost their competitive position in the globalized market is by using it to 

adapt profitably where MNCs cannot: “The advantages of being small mainly result 

from the opportunity to specialize in narrower phases of the productive chain. 

Independent small firms tend to base their competitiveness on the dominance of a niche 

market, where it is essential to maintain a monopolistic position”. To maintain their 

competitive position in those niches, “small firms are particularly keen on keeping their 

strategic information and not leaking it to potential competitors” (Innocenti and Labory 

2004). Due to this, the secrecy is a relevant element not to lose competitive advantages 

and not to jeopardize the competitive position when outsourcing. But what is a 

competitive advantage and where does it come from? 
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Figure, 8. Cost reduction, Source: Self made   
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Sustainable Competitive Advantage 

From a Competitive point of view, core competencies are sources of competitive 

advantage, which is “the means by which a company can outperform its competitors 

and earn higher than average profits” (Lomax and Raman, 2006, p.185). And the reason 

why outsourcing non core activities is helpful is because in releasing the managers and 

capital to utilize those in core activities strengthens the competitive advantage (Larsen, 

Schary, 2007, pp57-58). In fact, Arnold highlights that in order to make the product 

more unique and to save it from imitation the company has to boost the core 

competence as a source of competitive advantage (Arnold, 2000, p.23-29). It is essential 

to allow the firm to advance more quickly than its “mere imitators”, operating 

consistently better than functional rivals through continuous improvement (Acs et. al, 

2009). Besides, the ability of a company to maintain that advantage over time is a 

critical element due to the long run nature of the outsourcing decision. This sustainable 

competitive advantage is especially relevant when protecting specific niches and aspire 

to be more than a powerless supplier. 

 

Due to the previous, the decision making of outsourcing is negatively affected 

when it comprises revealing information or teaching capabilities to other parties. This is 

because of the possible damage done to the sustainability of the competitive advantage 

in the long run. Nevertheless, this factor may also influence the decision towards the 

outsourcing if the non core activity to externalize can be realized by another firm in a 

more capable way that helps defend the competitiveness of the firm on its segment or 

niche. Finally, it is to take into account that it is very harsh for an SME to maintain the 

competitive position on its own. 

 

Networking 

According to the United Nations Industrial Development Organization (UNIDO) 

SMEs face various competitive complexities when they are performing individually. 

Their individual work in the business market creates problems in achieving economies 

of scale while purchasing different material, services, consulting, and equipments. At 

the same time they are unable to take benefit of the existing market opportunities which 

require huge quantities of the resources apart from continuous supply (UNIDO, 2001). 

They face more limitations in individual operations and avert the entry of more 

specialized skills from outside environment. That can jeopardize the strength of the 

competitive position in the long run.  

 

The solution to the problems created by individual performance is creating a 

business network. An SME can that way obtain a better understanding of the 

environment and look for desired professional producers to outsource specific activities. 

This way, the company can tackle its problems and complexities and strengthen the 

competitive position in the segment. In addition, such actions can develop relations for 

future opportunities which can let the business strengthen its competitive position 

(UNIDO, 2001) by learning, which is the next studied factor. 
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3.4.4. Learning  
 

A decade ago, being a large global firm with a huge market had the economies of 

scale and scope that could be achieved as the main advantage. Those made 

manufacturing much more efficient for those enterprises. However, nowadays the 

ability to “harness learning and innovation throughout the worldwide network” is the 

main source of competitive advantage: how to manage learning becomes the key issue 

(Moore and Polushin, 2009, p.68). 

 

Such needs bring new increasing outsourcing trends like knowledge process 

outsourcing, based on the KBV. Kogut and Zander argue that “what firms do better than 

markets is sharing and transfer of knowledge of individuals and groups within an 

organization” (1992, p. 383-390). They split that knowledge in “information” and 

“know-how”: the first one is the easiest one to be replicated, as it is explicit and can be 

easily taught. On the other hand, the second one is much harder to replicate as it is 

stored on the individuals or groups in a tacit way. For that reason, personal training is 

the way to extend the tacit know-how, which should be wide-spread inside the 

organization but protected enough to avoid its copy by the competition (Kogut and 

Zander, 1992, p.383-390). However, how is the know-how created? How does the 

organization learn? 

 
Organizational Learning 

Kogut and Zander state that the organizational learning that leads to new ideas 

and innovation is based on “combinative capabilities”. It refers to new applications for 

the knowledge already inside the firm are created by mixing the capabilities that the 

firm already posses with new ones (Kogut and Zander, 1992, p.391). Therefore it is 

necessary to find new capabilities outside the business. 

Networks are concerned mainly with the development of positive relationships 

with other businesses where they exchange different knowledge, business information 

Networking 

+ 

Low Asset 

Specificity 
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Figure 9, Competitive position,  Source: Self made 
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and develop ideas. “Business networks are a mode of handling activities between 

several business actors” (Hollensen, 2007, p.70). The network which connects all 

business actors is a perfect option to search valuable resources: when the wanted 

resources are not tradable “one crucial way to obtain them is to learn from the owners” 

(Tsang, 1998). Thus, the possibility of learning from outsourced companies with 

developed capabilities to increase the competitiveness of the business is evident. The 

possibility of including advanced capabilities in the business network is a factor that can 

alter the decision of outsourcing. Furthermore, Barney (1991, p.99-120) gives special 

attention towards this imitation of resources inside the RBV arguing that a firm has to 

utilize its capabilities and network to approach specific rare resources and turn them 

into output so that the competitors have no chance to copy. This learned new “critical 

skills or unique expertise” make business capable of offering superior value to customer 

where competitors are unable to imitate. (Michael, McGrath, 2001, p.47). This kind of 

organizational knowledge strengthens the competitive advantage, and a proactive 

learning makes it sustainable.  

 

Risks 

A company operating only inside has a clear advantage when securing their core 

knowledge and confidentiality. Knowledge process outsourcing increases the 

probability of the company being copied. Therefore, it is essential to remember that the 

know-how has to be spread enough for the business to be able to use it and learn from it, 

but not so much that it is highly exposed. 

Another common risk is that knowledge based outsourcing needs to control 

different activities at higher scale: if key areas of the business are run by other clients, 

the company may lose the control of its activities. 

 
SMEs versus MNCs 

We would like to stress that the main difference concerning organizational 

learning and Knowledge based outsourcing between MNCs and SMEs “are in the scope 

of information and product flows”. This is much related with the cited difference in the 

structure of the core competences, which make the MNCs “have a much larger scope 

for these flows, through the complex relationship requirements within their supply 

chains” (Hong and Jeong, 2006, p.295). Because of this fact, MNCs are the main 

Knowledge base outsourcers.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 10, Learning. Source: Self made 
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3.4.5. Strategic relatedness  
 

“Strategic relatedness is an important factor in a firm’s decision to pursue 

strategic outsourcing” (Holcomb & Hitt, 2006, p.464-481). It “characterizes the degree 

to which two firms are strategically similar”, (Holcomb & Hitt, 2006, p.464-481), 

meaning that the firms operate in a similar market, utilize similar resources, produce 

similar goods and services and are dependent on similar technologies. Also in words of 

Tsai, “strategic relatedness shows the extent to which two organizational units are 

strategically similar” but he adds that the previous gives “the opportunity for sharing 

strategic resources between the two units” (Tsai, 2000, p.926). This way, the strategic 

relatedness can favor the outsourcing process if positive, but bring countless lacks of 

coordination if negative. 

 

The main focus could be sharing capabilities and knowledge of common fields. 

When the goals match it is possible that a specialized (outsourced) firm will share their 

common interest with the focal (outsourcer) firm. Such relationships in a synergy will 

increase attachment of two firms which in result can increase the cooperative 

performance. For a focal firm this could be a better opportunity to grow in competitive 

environment on the bases of developing relation with specialized one. Strategic 

relatedness in the mentioned context will affect decision making for the common goals 

in outsourcing. 

 

Strategic relatedness can enable a firm to access new markets by providing 

resources like knowledge and access to wide range of capabilities and technologies. But 

there are some cons that are to be taken into account. If there is instability in the 

relationship due to some opportunistic behavior, for example one of the firms trying to 

exploit the capabilities of the other firm, it can result in a loss of strategic relatedness 

performance. It can harm the trust and the level of commitment which have a worst 

impact and results a heavy loss in outsourcing investment and business control. 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3.4.6 Flexibility of Resources  
 

A firm controls many resources, but most of them are inelastic in supply. This 

makes the company unable to react properly to demand changes, what makes it pursue 

the flexibility (Barney and Arikan, as cited in Wrastschko, 2009. p.88). The automotive 
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Figure 11.Strategic relatedness Source: Self made 
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industry is a clear example of this search for resource flexibility, as it was the first to 

start realizing deep changes towards organizational flexibility in their large 

corporations: Companies like Ford went from a total vertical integration in the 

beginning of the twentieth century to outsourcing essential activities as the R&D of 

several components to smaller manufacturers. This was basically a cost switch from 

fixed to variable that allowed the companies to overcome the environmental changes in 

a much easier manner (Parada & Pedero, 1995, p.4). 

 

Furthermore, other MNCs like Nike started to offshore in the 1970s as well, 

starting to decentralize such essential activities as the manufacturing of some of the 

parts of their products. Nike outsourced almost a 100% of the manufacturing process in 

the 1980s, keeping the company flexible and based on the Research and Development 

of products. They even outsourced parts of their advertisement campaigns, and through 

the combined effort with Wieden & Kennedy they achieved one of the higher brand 

recognitions in the world (Quinn and Hilmer, 1994, p.43). 

 

Flexibility can be measured on the basis of complementarity and diversification; 

both elements are combined in different areas, as showed in the figure have impact in 

outsourcing decision making. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Complementarity of Resources 

A firm operating in a complex competitive environment where the major market 

is covered by large manufacturing companies can face complexities in locating strategic 

and non strategic resources. “Complementary of resources allows the firms to combine 

acquired resources with their own resource sets, thereby creating a resource bundle that 

provides unique and difficult to imitate value” (as cited in Hitt et. al (2001, p.686). The 

unique bundles of resources are more flexible for the market variations and emergence 

of unseen needs in the market, because they are the collection of potential and 

specialized resources. “Capability complementarity reflects a situation in which 

specialized capabilities enhance the value creation potential of a focal firm’s own 

capability endowment”, (Holcomb & Hitt, 2006, p.464-481). When going for 

outsourcing a firm seeks relationships with specialized and capable firms to create 

synergies where the combined resources create more value than both firms individually.  

 

 

Figure 12, Flexibility of the resources, Source: Self made 
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Diversification of Resources 

A focal firm may face complexities if it is using old technology and skills in 

internal production. A joint cooperation in different areas of investment with the 

outsourcing partner (to play a defensive role initially, and later learn from its specialized 

capabilities) can make a firm more successful.  

 

 

3.5. Emotional Factors 
 

The last five factors are those that have a larger emotional impact in the decision 

making process of outsourcing. It is now that we explained the main theoretical streams 

that motivated the economic factors that we can proceed to coherently explain the 

emotional ones. 

  

3.5.1. Trust  
 

“Trust is a state of mind, an expectation held by one trading partner about another, 

that the other behaves or responds in a predictable and mutually acceptable manner” 

(Sako, 1992, p.37). It is a key important factor in business transaction as it helps to 

guarantee that the transactors will not take benefit of the vulnerability of each others 

during and after the transaction (Bhattacherjee, 2002, p.212). It is based on the 

adherence to commitments, where there are no fully expressed promises which have to 

be fulfilled as in the contractual trust (Sako, 1992, p.37). It can be therefore essential in 

a long run complex process as outsourcing. Bhattacherjee also stated that “trust acts as 

an informal control mechanism that reduces friction, limits opportunistic behavior, 

minimizes the needs of for bureaucratic structures, encourages futures, and helps to 

build long term relationships” (2002, p.212). For example, repeated transactions with a 

specific business can develop trust, which can facilitate the decision of outsourcing in 

the future with the same supplier. This reduces the ex ante transaction cost because an 

experienced SME with a particular supplier does not need too much information to clear 

the uncertainty of a new relationship. 

 

From the behavioral point of view a trust relationship can be understood due to 

several situations where we can differentiate the type of trust. Sako (1992) differentiated 

three main types of trust in relationship:  

 

(1) “Mutual trust” refers to adherence with the commitments in the agreement which 

can be written or oral.  

(2) The “competent trust” is based on the level of confidence among the partners 

referring to their belief on the capabilities of the rest to carry out their obligations with 

the necessary high skills and abilities to perform their tasks. Here the main focus is on 

the technical issues which make them competent.  

(3) The third kind is the ”good will trust”, related to ethical commitment among 

partners, when they feel willingness to perform more what they expect and are agreed. 

 

 Trust is a valuable element to comprehend a relationship and build networks. It 

can boost learning and knowledge within the network and create “integrity, 
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dependability, and reliability” between its members (Sako, 1992). Hence, the 

commitment goes beyond immediate interest, what makes it a perfect background for an 

outsourcing process.  

 

The development of trust can also affect the decision of outsourcing in an indirect 

way. When a company searches an ideal enterprise to outsource, the image of reliability 

of the outsourced enterprise is critical. When a trusted member of a network 

recommends an outsourcing partner to another insider, the recommended enterprise 

becomes an option of larger value in the mind of the outsourcer company. This 

judgment alteration may be beyond the economical analysis if there is no evidence that 

the recommended enterprise is more reliable. Therefore, it clears the relationship 

between networking and outsourcing criteria. 

 

The other side of the coin: Opportunism 

Opportunism refers to a situation where people behave in a self-centered way 

during business transactions. “Opportunism extends the conventional assumption that 

economic agents are guided by considerations of self-interest” (Williamson, 1975, 

p.26). Some people are more profit oriented and may not be truthful and honest towards 

their agreements or they may search only the areas where they expect more profit in 

business transactions. Such people may take the benefit of unforeseen elements, which 

are not known by the other party, and exploit others.  

 

“It is also to notice that SME’s leaders with R&D alliances face significant 

challenges in balancing the need for resource acquisition in the innovation process and 

the potential for opportunistic partners” (Dickson, Weaver and Hoy, 2006, p.1). In these 

cases, searching alliances has impact on decision making whether to outsource or 

insource the different activities. For example, opportunism can arise when an enterprise 

goes for outsourcing where the labor cost is lower or there is availability of resources. It 

increases specially the ex ante transaction cost, as the enterprise has to be more careful 

when searching the right partner. 

 

Economical impact of Trust 

Even though it might increase the subjectivity when judging, trustworthiness can 

establish a base to reduce transaction cost. According to Dyer “at least as important is 

the fact that trustworthiness will often result in higher level of performance-enhancing 

investment in specialized assets” (Dyer, 1997, p.552). If there is mutual trust among 

transactors, there can be better information exchange among them. Thus, it creates 

opportunities for a firm to analyze the situation and select the best alternative on the 

basis of economies of scale (Johanson and Vahlne, 2009, p.1411-1431). It might be 

even more boosted by networking, which creates the opportunity to settle long run 

relations. 

 

Summarizing, trust can decrease the uncertainty and reduce cost and other 

associated risks, which is more beneficial for the SMEs due to their fewer resources. 
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3.8.2 Psychic Distance  
 

Psychic distance is a cause of emotional detachment. According to Johansson and 

Vahlne “psychic distance is the sum of factors preventing the flow of information from 

and to the market” (1997, p.24). “Examples are the differences in language, education, 

business practices, cultural and industrial development”. Such differences prevent the 

flow of information related to the changing business environment and result in a gap 

that can be an obstacle for the growth and development of a firm. It can, for that reason, 

influence the decision of outsourcing by making the uncertainty increase. 

 

Networking helps a great deal when trying to overcome the psychic distance 

which can appear when dealing with unknown environments. Remaining as outsider of 

all networks or entering into a market where a firm has no special position in a network, 

can considerably increase the “liability of outsidership and foreignness” (Johnson and 

Vahlne, 2009, p.1411-1431), which is a clear competitive disadvantage. Once in a 

foreign country, relationship development in a network can decrease the distance, which 

is especially useful when offshoring. 
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3.8.3 Perception of the environment  
 

We are going to analyze the perception of the environment of the transactors 

focusing on two factors involved in the human emotional perception of the 

environment: the Bounded rationality and the Uncertainty, which are related between 

them as well to create an irrational perception of the environment that affects the 

decision of outsourcing (Williamson, 1985). 

 
Bounded Rationality 
 

When exploring the environment, decision makers intend to be rational but they 

suffer from limitations due to the insufficient knowledge, the lack of accuracy of their 

information or time constraints. These creates the so called “bouncing” of the rationality 

of the decision makers and creates problems when reading every different aspect of the 

transactions and taking economic decisions for the future, which might be based on 

wrong preconceptions. When an enterprise goes for an outsourcing it might have limited 

knowledge of the specific business environment: they may see growth opportunities in 

the surroundings with no experience and sound knowledge, and they would probably 

not be able to search the best supplier alternative. “Bounded rationality is the main 

cognitive assumption on which transaction cost relies”, (Williamson, 1985, p.45). 

Hence, this can increase the risk associated with vagueness of the supplier knowledge 

and procedure including regulations apart from resulting in the loss or low quality of the 

production with some major flaws (Williamson, 1985, p.45).   

 

Uncertainty  
 

The uncertainty is the uneasy feeling that may arise in business environments due 

to some situations like political or cultural language problems or any type of lack of 

knowledge. “Uncertainty of a strategic kind is attributable to opportunism and will be 

referred to as behavioral uncertainty” (Williamson, 1987, p.87). Furthermore, the 

environmental uncertainty develops affective events, which become one of the reason of 

the emotional reaction within an organization (Ashkanasy, Charmine, Härtel, Zerbe, 

2008, p2-9). Therefore, the uncertainty can definitely be a factor which can affect on the 

decision maker. Uncertainty in future transaction analysis makes the cost of the 

transaction increase for the enterprise in all of its parts, especially the ex ante ones.  

 

Hence, the main solution for both bounced rationality and uncertainty is making a 

contract with an expert third party who is an expert and has knowledge in the specific 

field that can minimize the risk, but its cost is to be taken into account.  
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3.8.4 Affective attachment to the environment  
 

The outsourcing choices can be even more influenced by the emotional factors 

when the management is evaluating the possibility of outsourcing activities close to the 

core business: The SMEs tend to be more protective towards their employees and 

resources that traditionally belonged to the enterprise, which could bias the decision of 

whether to outsource or not. The willingness to protect the business is reflected in the 

perception of that SMEs are stimulators of the local economies in the US, because they 

tend to buy local products and hire local employees. On the other hand, the large 

businesses are perceived to harm the regional commerce (Blackford as cited by Odaka 

and Sawai, 1999, p.57). This shows that the local enterprises may use different criteria 

to evaluate the purchase or hiring rather than the economical factors, showing a bias that 

favors the traditional environment. 

 

Nonetheless, the attachment to the environment can also impact in a rational 

economical way the decision of outsourcing. Many of the small enterprises get customer 

loyalty through their support to the local community, and an offshoring process of their 

activities might make them lose that advantage. In fact, that is one of the fewest they 

have to compete with larger enterprises (Knowledge Wharton, 2004). It is, therefore, the 

positioning in the mind of the customer which also can make decrease the advantages of 

outsourcing for the business. This is much related to the cited statements of Schuler et 

al. where they argue that outsourcing has a short term traumatic social cost that can 

change the image of the business very rapidly. 

 

 

 

 

 

 

 

 

3.8.5 Corporate culture  
 

The type of corporate culture can bias the outsourcing decision taken due to the 

alteration of the accepted risk and the perception of the opportunities. Our distinction of 

the corporate culture is based on two of the types of SMEs differentiated by Moore and 

Polushin: entrepreneurial start-ups and family businesses (2009, p.66-71). Those two 

are stated to be the enterprises with the most different types of corporate culture, being 

the rest of companies somewhere in between. 

 

Family owned and operated SMEs  
 

These are the SMEs that were founded and then passed on to the next generations 

where the control is mainly within a family. The objectives of the company are more 

related to stability and maintaining their traditional market. The employees might feel 

more the attached to the close environment and are probably much more reluctant to 

outsource any kind of activity that is close to the core or that implies firing employees 

that have been working for the company for a long time. This factor makes the family 

owned business work precisely as a family, not being so focused on the profitability. 

Support of the local 
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˅    ˄ 

Figure 16. Affective attachement to the envirment  Source: Self made. 



 

28 

Entrepreneurial Start-ups  
 

These are the start-ups that, from the beginning of their activity, consider the 

whole world as their market. These SMEs are normally technology based, and are based 

on products that need a large amount of R&D and have very short life cycles. For these 

reason, this enterprises are very likely to outsource a great deal of their activity in order 

to be able to control the risk while achieving its very ambitious objectives. The 

attachment to the local environment is likely to be lower than the one of an average 

SME, what enhances the previous probability of outsourcing many of the non core 

activities. For these kinds of enterprises the main objective is usually the growth. 

 

Entrepreneurial start-ups are the main source of break-through innovations 

brought to the market. While 85% of the expenditure in R&D is done by companies 

with more than 500 employees that possess organized laboratories or facilities for those 

means, the lack of risk acceptance leads the large companies to the path of the 

incremental innovation (Acs et.al, 2009, p.59-66). This way, the start-up entrepreneurial 

firm takes the risk because of the fact that the emotional factors attached to the 

entrepreneurial venture overcome the economical based used to analyze the same 

opportunity. In other words, the acceptance of risk increases, being able to accept a 

higher one in exchange of a possible bigger reward. The entrepreneurial SMEs that start 

their activity are more influenced by affective events like the environmental 

opportunities. Those trigger their emotional response to their business opportunity and 

are likely to be the reason why they tend to follow their instincts and overcome a huge 

amount of risk to achieve breakthrough innovations. 

 

 

 

 

 

 

 

 

 

 

 

 

 

3.6. Summary  
 

The theories and secondary data led us to identify the previous factors. We 

differentiated them by their economic or emotional nature, and explained their 

individual relevance. Nonetheless, we were unable to establish the relationship between 

all the factors in a coherent way basing on the theory only. The way emotional factors 

affect the overall decision seems to have a relationship with economic ones, but it is not 

possible to determine at this point. Therefore, the relative relevance of each factor in the 

overall decision making is unspecified up to this point.  

 

It is through the analysis of empirical data that we might probably be acquainted 

with the relation of the factors. And it is that relationship which will lead us to the 

relevance of each factor when tackling the decision of outsourcing. 
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Figure 17. Corporate Culture, Source: Self made 
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4. Practical Method 

4.1. Interviews 
 

The main mean of obtaining primary empirical data for this thesis was through 

interviews. The qualitative nature of this study guided us to use a method of data 

collection that allowed us to understand the context in which the outsourcing is realized 

or not, not only the solid summarized facts. The context of the decision of the enterprise 

is as important as the decisions taken, as it helped us estimate the impact of the 

emotional factors on the process of decision making of the enterprise. 

 

In order to get a better perception of the context, the interviews were conducted 

face to face, where we could understand in a better way the full meaning of the words of 

the interviewee by taking into account his body language and tone (Bryman and Bell, 

2007). This would not have been possible in a telephone interview, where the 

interviewees are seldom more inhibited to talk freely and the atmosphere and the 

connection created with the interviewer is much weaker (Bryman and Bell, 2007).  

 

4.1.1. Choice of Interview Structure 
 

We chose the semi-structured interviewing method for the interviews. Thus, we 

used our Interview Guide in a flexible way, not asking all the questions and not 

necessarily in the order we established (Bryman and Bell, 2007, p.474). We did it in 

order to maintain the spontaneity of the respondent, who was able to describe us with 

much more detail the way that the outsourcing decision process takes place in the 

company and the factors that have a bigger impact on it when we let him express 

himself. The context is essential, and that is why “the emphasis must be on how the 

interviewee frames and understands issues and events” (Bryman and Bell, 2007, p.475). 

What the interviewee considered important or what he or she told us or omitted was an 

important part of the message of his speech.  

 

However, we could have chosen the other main type of qualitative interview 

method, which is the unstructured interview. This interviewing method allows the 

interviewer an almost total freedom when asking the questions, having only a brief 

mental list of the subjects to touch. It is therefore an interview that resembles a normal 

conversation, made with the objective of making possible a total spontaneity from the 

interviewee (Bryman and Bell, 2007, p.475). Still, in our specific case we needed a 

slightly structured interview, as the subjects that we were going to touch were diverse, 

and the unstructured interview seemed to be too accidental to get optimum results. 

 

Hence, the semi-structured interview allowed us to focus the interviewee on the 

matters that were most relevant for us, even though occasionally we allowed deviations 

from the topic in order to let the interviewee establish the background of what he/she 

was telling us. In all the interviews the purpose of the research was first explained, and 

then general questions regarding the business were made, which quickly made the 

interviewee start focusing on the outsourcing of the enterprise. When the interviewee 

stated something else related to another factor, we asked questions related to that one, so 

that the flow of the conversation was as natural as possible. “Throughout the interview, 
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the goal of the interviewer is to encourage the interviewee to share as much information 

as possible, unselfconsciously and in his or her own words” (Johnson as cited by 

DiCicco-Bloom and Crabtree, 2007). 

 

4.1.2. Interview Guide 
 

The interview guide we created was based on the factors from the theoretical 

framework (shown in Appendix 2). We prepared several wide and specific questions for 

each factor in case we would need to go deeper, even though we assumed that the most 

interesting discoveries would come from what we did not know inside each factor. This 

way, several issues were discussed in the interviews concerning the businesses: costs 

and profitability, strategic objectives, the region in which the enterprise was settled, the 

core of the business, the future perspectives. 

 

The interview guide was divided in five blocks that gathered related factors inside 

which were likely to come out together or in a mixed way during the interview. 

Consequently, even though the factors were identified in a separate way, they were put 

together in the interview to avoid overlapping questions or sudden changes of subject 

that may have the effect of inhibiting the interviewee (Kvale, 1996, p.33). It also 

allowed us to go deeper in those factors where the respondent felt more comfortable or 

had more to share with us. 

 

It is also to point out that many of the questions we made were not directly related 

to the theoretical framework, but the answer of the interviewee gave us information 

about the way he or she linked the factors. That is the case of a question we used to test 

the corporate culture of the enterprise: instead of asking about it directly, we asked the 

interviewee to choose between three general objectives of its company: growth, 

profitability or stability. This helped us understand how the interviewee understood the 

objectives of the activity of his enterprise. While the companies with active 

entrepreneurial corporate culture looked for growth, two of the respondents from 

companies settled a long time ago claimed that their company wanted stability. This 

was done in order to maintain the level of spontaneity, due to the fact that directly 

asking about the level of relevance of the different factors would have probably made 

the interviewee say what is socially accepted (Bryman and Bell, 2007). 

 

Also to encourage the interviewee, we asked a large number of follow-up 

questions. However, this depended on the respondent very much: the one of Company 

X was quite laconic partly due to language barriers, but she did not explain herself so 

much, and we had to ask up to 50 questions in order her to tell us everything relevant 

she knew. On the other extreme, the respondent from Novak was an entrepreneur who 

also had the role of business coach. As soon as we explained him the purpose of our 

research, he explained everything with very little questions. In that case very few 

follow-up questions were necessary: only the wide questions were asked. 

 

Nonetheless, we actively tried not to interject too many confirmation assessments 

when listening to the explanations of the respondents. In some cases the respondents 

needed us to show that we were following them with short phrases like “Yes”, “Aham” 

or “I understand”. We did it only in order for them to keep talking, but tried to minimize 

it as Kvale warns about the artificial guideline that this could create for the respondent. 
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One last point that is to be taken into account is “the exploration of laughter” 

(Kvale, 1996). Many times during the interviews, the respondents laughed about 

something they were telling us. In most cases, it was due to jokes referring to specific 

things that happened in the past, but we were more interested when they laughed about 

the current situation. In two of the cases, Ohmans Glas Bygg service KB and Electrum 

Automation AB (EA), we found that the interviewees laughed due to the supposed 

obvious arguments that were behind their actions. Conversely, when we asked, we saw 

that those obvious arguments were the element that defined the way of thinking of the 

interviewee. 

 

4.2. Selection 
 

Our study is concerned with the small and medium enterprises. For that reason we 

targeted primarily SMEs’ managers for interviewing, who were broadly aware of the 

activities of their business. As students, it was not feasible for us to aspire to investigate 

the enterprises in the whole Sweden. Therefore, we focused on enterprises in Umeå due 

to the cited constraints of time and resources to conduct this research. 

 

In a previous study conducted with two more colleagues, we realized a pilot 

testing with an online questionnaire that was sent by email to all the SMEs in Umeå in 

order to get the necessary insight to select the enterprises. A very short and easy to 

fulfill questionnaire related to the outsourcing of the enterprise was sent to more than 

one hundred SMEs in Umeå that could have fitted our profile. For this, we used one of 

the databases of the university, the official business information database of Sweden: 

Affärsdata. The objective of this was to determine which enterprises were suitable to be 

interviewed. The answer to the questionnaire in the email would give us the information 

about the degree of collaboration of the enterprise apart from its type of outsourcing. 

 

Even thought the response rate of the questionnaire was quite successful (17 

companies out of 116, 15% answered it), the selection process failed on its most critical 

part: when calling the chosen companies, we realized that most companies had 

answered the questionnaire in an inaccurate way. Some of them denied what they had 

answered in the questionnaire, what could have happened because of the possibility of a 

senseless completion of the questionnaire by a bored employee. And some others did 

not want to talk to us to confirm or deny the answers. Nevertheless, we need to point out 

that something else might have boosted the previous problems when calling: we used 

the software “Skype” to make the calls to the fixed telephones of the companies, which 

apart from decreasing the sound quality, did not show any “calling number” to the 

receiver. We underestimated the risk of the “negative effect in terms of respondent 

reactions to business research involving telephone interviewing” that is boosted 

nowadays by the “widespread nature of telephone selling” (Bryman and Bell, 2007, 

p.216). 

 

Due to our previous learning, this time we planned the selection process in a 

different way. We conducted an analytical sampling based on the previously identified 

factors to look for the most suitable enterprises. The determined targets were SMEs 

with headquarters in Umeå and which conducted several activities. We searched 

enterprises from different industries in order to have different insights about the same 
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factors. Obtaining different views of the same factor and its relevance was a key to 

understand their role in the decision as a whole. 

 

When looking for all the suitable businesses, we divided the search in two 

branches: The first one consisted of looking for enterprises located in Umeå that were 

active with Affärsdata. However, this time we did not look for the whole population of 

SMEs, but only for the ones from 25 to 250 employees. The reason was that in the 

previous study the quality of the information in this database was very inaccurate below 

that number of employees. The database gave us a result of 88 companies that fitted the 

previous description, and we proceeded to look for information of all of them on the 

internet. The sample we got consisted of 22 companies spread all over Umeå from 27 to 

220 employees, and in very different industries. We divided them depending on their 

degree of suitability and zone they were in. This way we created a map of Umeå where 

we could see which ones could we visit physically in order to decrease the risk of 

rejection. The whole list of the companies of the sample and the map are in Appendix 1, 

with their full name, number of employees, location in Umeå, web page, telephone 

number, email address, possible contact person and activity. The possible contact 

person was extracted from the summarized organization charts in their web pages, in 

case we would be required to ask for someone in particular. 

 

Once with the sample, we proceeded to call the enterprises, but this time using 

Swedish cell phones which provided us with a better sound quality. This allowed the 

receiver of the call to see the number of the incoming call, which was supposed to 

decrease rejection. Partly because of this, the communication by telephone was easier 

this time, and probably also because we called only to settle an interview; not to 

conduct it on the telephone. Conversely, and even though the taken measures to avoid 

rejection, it was quite generalized. Out of the 22 companies, most of them refused to 

talk to us directly. In most cases our call was passed from one person to another until 

the last one argued lack of time or interest. Two invited us to call again some days after, 

but only to repeat the process of the first ones. Another two, however, showed 

willingness to conduct an interview, but the proposed dates were far too late for us. 

Only IKSU was collaborative from the beginning. Due to this rejection issues, we 

visited the businesses physically, but the ones we have previously called rejected us 

again. Still, we used the trips to the industrial and business areas to write down the 

names of the businesses we saw. Those could be potential suitable businesses which we 

had previously overlooked, and we searched the same information about them as we had 

previously done with the sample of Affärsdata. Surprisingly, we found many suitable 

enterprises which were interested, and we directly visited the enterprises. The result was 

much more fruitful this time, as in two visits to different areas we got three very 

interesting interview appointments: Konftel AB, EA and Company X. 

 

The second branch of the search of suitable businesses was related to gathering 

information about SMEs with less than 25 employees. From those, we were most 

interested in the entrepreneurial start-ups due to their specific kind of corporate culture. 

That is why we got in contact with Uminova Innovation AB, organization that 

“contributes to commercializing business ideas” and “offers a structured process and 

personal support, networks and a creative setting” for entrepreneurs (Uminova, 2010). 

They introduced us to one entrepreneur and business coach that gave us his insights 

about the outsourcing in their start-up company: Novak Medic AB. Even though we 

already had five companies, we felt that one more entrepreneurial company could 
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complete our range of insights. Due to this we proceeded to look for events or places 

where we could find those. That is why we attended an event related to business 

activities in the university, where we met an entrepreneur who owned six enterprises 

who accepted to conduct an interview with us. We focused on his first and main 

enterprise: Ohmans Glas Bygg service KB. 

 

Those six enterprises gave us a very rich insight due to their different nature and 

way of understanding the decision of outsourcing.  

 

4.2.1 Choice of Respondents and Collection of Empirical Data 
 

The choice of the person to interview was a difficult phase for us. In fact, it could 

have caused many of the rejections we suffered from when trying to settle an 

appointment to conduct an interview with several enterprises. We wanted to conduct an 

interview with a person that had the knowledge of the different activities of the 

enterprise and their relationship, and we had difficulties when explaining this and the 

purpose of our study to the first receiver of the call in the enterprise. This was due to the 

fact that the knowledge we were looking for was of strategic nature. Nevertheless, the 

call was usually passed to administration, accountancy or finance, where we were told 

that they did not have the sufficient knowledge to conduct an interview. In some cases, 

after speaking to several people we were finally passed to the CEO (VD), who in all 

cases stated not being able to conduct an interview because of a lack of interest or time. 

 

However, through the selection process we got in contact with Konftel AB, EA, 

Company X, Novak Medik AB and Ohmans Glas Bygg service KB. The only company 

where the interest of the respondent seemed to be lower from the beginning was 

Company X, which was reluctant to conduct an interview in the beginning. Conversely, 

the rest of the companies were collaborative from the beginning, offering us their time 

for an appointment and being interested in our research and general studies. The 

interviewees of each company are as follows, ordered chronologically: 

 

 Rikard Olsson: Director of engineering at Konftel AB and member of the board 

of directors. The interview took place in the head quarters of the company in his 

office on May 18
th

 2010 at 13:00. He had worked in the company for ten years. 

 Interviewee from Company X: She was Economichef at Company X. 

The interview took place in the common room of the administrators of the 

company on May 19
th

 2010 at 12:15. She had worked in the company since its 

foundation. 

 Johan Windberg: Head of software development at EA. The interview has 

conducted in his work station, in the software development room, on May 19
th

 

2010 at 14:30. He had been working in the company for four years. 

 Bo Hammarström: Co-president of Novak Medic AB. The interview was 

conducted in a meeting room in Uminova Invest, close to Hammarström’s office 

on May 20
th

 2010 at 9:00. He participated in the company from its foundation 

four years ago. 

 Mats Ohmans: owner of Ohmans Glas Bygg service KB. The interview was 

conducted in the Humanities Building at Umeå University on May 20
th

 2010 at 

20:45. He founded the company and worked on it for twenty years. 
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 Ulrika Lundberg: Manager of the Sports Training activities, but currently 

conducting a research about the feasibility of expanding the business. The 

interview was conducted in a meeting room in IKSU administration on 21
st
 May 

2010 at 10:00. She has been working in the company for fifteen years. 

 

Taking into account that we were always the two of us in the interviews, we took 

different roles. One of us asked the questions and maintained the eye contact with the 

respondent, while the other one was silent and noted down all the key issues that the 

respondent said. The main objective of this technique was the respondent to be able to 

focus on one of us, as if we were maintaining a conversation, in order to create rapport 

(Bryman and Bell, 2007). Making both of the interviewers take notes and ask questions 

could have disturbed the respondent, making the interview look randomly focused. 

 

Besides, we recorded the interviews with a digital audio recorder. In all cases we 

informed the respondent in advance of the fact that all the collected data would be used 

exclusively by us with the highest confidentiality. All the respondents gave us their 

approval. We used the audio recordings to complete and verify the gathered data. Still, 

we could not record the body language or the way a responded stated something 

specific, but helped us recall the interview in an objective way when constructing the 

fifth chapter. 

 

4.3. Access 
 

As stated, the contact with all the interviewees was very nice from the beginning, 

with the exception of the Company X. In fact, the interviewee of that company was the 

only one who requested us not to use the name of the company in our research. 

However, even this last company showed an increasing interest in our research during 

the interview as we analyzed their business activities together. In the end of the 

interview, she showed us their manufacturing zone, several samples of products, and 

she told us more deeply about the customers and suppliers connected to those. 

Unfortunately we could not record these explanations due to the environmental sounds, 

which would have made its transcription impossible. 

 

It is only to remark the indirect way we got access to Novak Medic AB: one of us 

contacted a business coach he got to know in Uminova, and got arranged a meeting 

arranged with Bo Hammaström, who coincidently happened to have worked with one of 

us in our previous experience with Uminova. This made the interview much easier, as 

there was rapport from the beginning, what improved the flow of the interview. 

 

After the first contact, we took into account that choosing the place where the 

interview takes place is one of the key points to get spontaneity from the respondent, as 

it must be a place where they feel comfortable and there are no elements that disturb 

them. It was relevant to find “a quiet, private space in which to conduct an interview 

uninterrupted” (Bryman and Bell, 2007, p.481). For this matter, the meeting time and 

place were chosen by all the respondents but Mats Ohman. In his case we talked to him 

after a seminar in the university, and due to his interest in conducting the interview we 

found a comfortable and silent place in the Humanities building. However, the rest of 

the respondents selected whether their office (in two cases), or an empty meeting room 

in their business (in three cases). 
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In the end, the interviewer who asked the questions stated what he had understood 

about the answers of the interviewee. In most cases the responded accepted the 

interpretation, but there were also corrections. This respondent validation allowed us to 

process and analyzes the obtained empirical data with a higher degree of credibility.  

 

4.4. Data Processing and Analyzing  
 

Just after an interview was held, we both discussed the main important points, 

summarizing them in order not to lose that vital information. We wrote down the main 

points we have kept in mind in order to understand the situation of the business as a 

whole. Afterwards, we proceeded to transcript the digital recorded audio, which allowed 

us to recall the specific details our memories did not reach. Using this method of 

processing the data, we built the fifth chapter based on grouping the collected data in 

similar groups by enterprise. 

 

Once we had processed the information, we proceeded to divide and relate it. We 

did it based on the different factors stated by the theoretical framework to make a 

further analysis possible. Many of the answers of the respondents included several 

factors, which allowed us to connect a single statement with several factors. For 

example, the factors Nature of the Activity, Competitive Position and Strategic 

Relatedness, which are related in the theoretical framework, were linked in some 

statements. That helped us analyze the possibility of a larger relationship between some 

factors that the one we had previously established in the theoretical framework. 

 

Therefore, the analysis was based on relating the primary data obtained from the 

businesses to the theoretical framework for each one of them. Not all the factors showed 

up with all the interviewees, and even the ones that did were in some occasions 

analyzed together in order to avoid overlapping. This way, even using the same factors 

for analysis, the picture obtained from each company was very different, which helped 

us measure the degree of relevance of the factors in the decision making of outsourcing. 
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5.   Case Descriptions 
 

The following chapter’s purpose is to present the empirical findings obtained 

directly from the interviewed enterprises through interviews in a summarized way. The 

order of the conversation during the interview has been altered, dividing the discussed 

matters in four blocks: Pros and cons of outsourcing, The Business, Relation with the 

Outsourced Companies and Perception and Attachment to the Environment. The weight 

of these blocks is very variable from one enterprise to another, as we interviewed 

enterprises of very different kind. Only in the case of EB, the block “Relation with the 

Outsourced companies” is not discussed, as they do not outsource. In addition, in order 

the reader to understand the general context of the interviewee, we included a brief 

description of every firm and its activity in the beginning of each subchapter. 

 

5.1 Konftel AB 
 

Konftel is Europe’s leader of conference telephones, being the second larger seller 

world-wide. It was founded in 1988 in Sweden, and its headquarters are still in Umeå. 

The company has currently 30 employees that work with a wide range of around 15 

types of conference telephones. Their vision is to provide them adapted to every need 

and situation. Therefore, the focus of the company is the Research and Development of 

the products. 

 

The Business 

Konftel is a small company of only 30 employees that achieved the goal of being 

the leader of Europe in their niche market. As Olsson highlighted, Konftel is focused on 

the development of their products. He stated that the most critical task is ensuring a 

differentiated sound quality and reliability of the device, a crystal clear communication 

between the customers. And it is there where they focus their resources, where they 

have people with knowledge: creating the conference telephones that the market 

requires and its technology is the core activity of the company. 
 

They were the first ones who developed a conference phone back in the 80s, but 

their initial market was too small: the north of Sweden. For that reason, the latter 

entrance of competitors that started in larger markets (such as Pelican in the Unites 

States of America) made Konftel lose the world leadership. The USA is said to be the 

perfect market for conference telephones, as there are very long distances from one city 

to another and all of them speak the same language. Therefore, Konftel is making 

efforts to increase sales in America by settling sales departments in Chicago apart from 

the three already settled in Europe (in France, UK and Germany). The main strategic 

objective of the company is consequently growth. 

 

The product itself is mostly developed by the company, manufactured in China 

and then distributed by other companies. Therefore, the company’s activity is very far 

away from the customer up in the value chain. The following figure is a simplification 

of their value chain based on the explanations in the interview. The blue elements are 

the parts of the activity performed by the company, while the light green parts are the 

completely outsourced ones. 
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Konftel also outsources some specific technological capabilities in some 

occasions. They work with IT consultants in order to deal with technologies they are not 

specialized in, such as IT telephoning. This helps them work with the best experts in 

order to reach the highest quality. After the development is completed, the industrial 

design is outsourced to a specialized enterprise that proposes different models to the 

company. Once the development of the product is finished and with the definitive 

blueprints, the company sends all the specifications to a big IT device manufacturer in 

China. Finally, it is distributed by wholesalers that deal with very big geographical areas 

which respectively sell it to smaller resellers of technological devices such as El 

Giganten or Media Markt in Sweden. 

 

The niche market of conference telephones is growing 10-15% a year on average, 

and their competitive position in the market is strong, growing 25-30% a year. They 

expected big IT companies as Siemens and Ericsson to get into the market several years 

ago, which would have increased more the degree of competitive rivalry. However, the 

big companies did never attempt to enter the market, probably due to the fact that the 

niche market of the conference phones is too small for them to be interested. The total 

world market is around 1 billion dollars, which is low for the big players of the industry. 

 

Pros and Cons of Outsourcing 

Due to their focus on their core competence Konftel does not have the required 

internal capabilities to realize all the activities properly. Hence, the total cost of 

realizing all of them inside would be much higher, which is the main reason why the 

company outsources. 

 

That is why they outsource the industrial design of all their products and 

occasionally the services of IT consultants. It is also the case of the manufacturing, 

which was outsourced inside Sweden to a small local manufacturer from the foundation 

of the company. However, it resulted very expensive due to the high Swedish labor 

costs, and the quality obtained was average. That was the reason why ten years ago the 

company started looking for alternative suppliers worldwide. At that time they were in a 

joint project with Ericsson, which was respectively outsourcing its manufacturing to a 

big Chinese manufacturer. Using this contact, Konftel contacted the same Chinese 

Figure. 18. Activities of Konftel, 

Source: Self made. 
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manufacturer through Ericsson and they started offshoring their manufacturing as well. 

The reduced cost was enormous as he highlighted that it was not of a 10 or a 15%: the 

reduction of the direct cost of the manufactures was of approximately 50% (with direct 

cost the respondent was referring to the cost of the raw materials plus their 

transformation). This advantage was by itself reason enough to outsource, but besides, 

the quality was improved, as the large Chinese manufacturer had a higher level of 

manufacturing capabilities than the small Swedish one. 

 

Conversely, the outsourcing created some problems as well, being the biggest of 

those the increase of the lead time (meaning the time that the product expends from the 

beginning of the manufacturing process until it is ready to be purchased by the final 

customer), which was originated by the 5 weeks that the shipment takes to arrive to the 

distributors from China. This longer delivery time to the distributors is a drawback in an 

industry that changes so quickly. Besides, they needed a large amount of liquidity to 

finance the products in route. 

 

Therefore, these hidden costs made the total cost reduction lower than 50%, but it 

was a still a very considerable reduction worth taking advantage of and very important 

to be competitive worldwide. 

 

Relation with the Outsourced Companies 

He ensured that the relationship with the outsourced companies is of trust. 

Concerning the relationship with the IT consultancy and the designers of the products 

he stated that it is constant and due to the need of working side by side.  

 

On the other hand, when referring to the Chinese manufacturer, the relationship 

seemed to be more distant. That company is a manufacturing giant with more than 

7,000 employees that manufactures for many of the big players of the IT industry, 

including Ericsson. Thus, Konftel represents only a very small part of their income, 

which makes bigger the power of negotiation of the manufacturer. Despite the previous 

issues, he stated that the relationship with the Chinese manufacturer was also based on 

trust. 

 

He stated that the cultural differences also led to problems produced by lack of 

coordination from the very beginning. The first problem was the language of 

communication. In Konftel they speak Swedish and English, while in China they speak 

Chinese and very poor English. However, the root of the cultural differences was the 

fact that the typical structure of a Chinese firm is very different from the Swedish one: 

the Swedish ones are much more horizontal. This created a cultural communication 

problem: when the Swedish managers were polite with their interlocutors, those thought 

that the person they were talking to was of lower hierarchical power. For that reason, 

the Swedish managers of Konftel had to learn to be more aggressive when dealing with 

the Chinese in order to get effective answers. 

 

Perception and Attachment to the Environment 

The analysis of the environment made by Konftel is not influenced by geography. 

They make their best to be objective in the analysis of their suppliers, as the look for 

competitiveness in the world market. Currently they are looking for more manufacturer 

companies to have more alternatives to the current large manufacturer, and they are 
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evaluating several options in Estonia, Latvia, Hungary, China and Sweden. Still, he 

stated that the analysis will probably be result on a second manufacturer in China. This 

is due to the setbacks are compensated by the low cost of the manufacturing. Hungary 

and Estonia offer competitive prices as well, but either way he expects China to be the 

most profitable option once again. The search for the second company is in order to 

avoid the risks of depending in only one supplier. He highlights the risk of bankruptcy 

that several Chinese manufacturers suffer from, which would create an enormous 

problem of supply for Konftel.  

 

5.2 Company X  
 

Company X is a designer and manufacturer of several ranges of products settled 

in Umeå which has currently 22 employees. Their products have the raw materials and 

the innovative design in common, and they state they combine different materials along 

with the designs. The enterprise is a union of four small family manufacturers founded 

40 to 50 years ago which concentrated ten years ago. Its customers are both the 

industrial and private market. 

 
The Business 

She stated that Company X serves the market of Umeå and its surroundings, 

including the villages around it and Skellefteå. It is the leader in its market due to the 

fact that the rest of competitors are of smaller size (3 or 4 employees) and cannot 

undertake medium and large projects. Besides, the range of products of Company X is 

much wider and it is focused in offering a customized service to every customer. 

Therefore, the range of products symbolizes a generic type of product that is afterwards 

adapted to the final customer. This transformation of the product is considered by her to 

be the core activity of the company. The adaptation is also important when selling to 

bigger industrial customers, but as the orders are bigger, the effort is smaller. 

 

The company works like a family business, in close relation to the customers of 

their narrow geographical market. The main objective is to maintain the market share 

and stability, not pursuing growth. The risk acceptance on new projects is, in her words, 

low. Nonetheless, maintaining the situation is difficult in this contextual economical 

situation: several industrial markets the company serves are specially affected by it, 

even though Umeå is one of the least affected areas of Sweden. 

 

Company X outsources the most basic parts of its products to several large 

concentrated suppliers. In fact, Company X symbolizes a tiny part of the turnover of 

these suppliers, and therefore their power of negotiation is enormous. In the case of the 

most basic component, the one which all their products are based on, they purchase it 

from two different suppliers in order not to be too dependent on one. However, they 

sign biannual contracts of exclusivity with them in order to get better prices, what 

reduces more their negotiation power. Company X uses another two kinds of 

components and has one supplier for each one. Those are also large concentrated 

companies that sell their products internationally. As the components that Company X 

purchases from them are the generic ones (not specifically designed for them) the 

relationship with these last suppliers is more sporadic: they order more components 

whenever they need them. 
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Nevertheless, Company X does not only depend on their main component 

suppliers to get the outsourced components: the suppliers also research and develop new 

materials or combinations of those that help Company X improve their range of 

products to be able to adapt to more customers. Hence, the internal activities on which 

Company X focuses on are the transformation or adaptation to the customers of the 

components with their designs and sales. 

 

The possibility of these big suppliers that produce and research and develop to 

expand to become competitors of Company X was also discussed. However it would 

not be profitable for these big suppliers to sell to every customer in their huge markets, 

as they are not as good as the local small businesses when adapting to their needs. 

 

Despite Company X’s dependence, the fact that they are the largest enterprise 

gives them an advantage. That is one of the reasons why the fusion between the family 

businesses was made, even though the main one was the desire of all its owners to sell 

their companies. This way they gathered a bigger amount of people with different 

abilities, which results in the current wide range of products.  

 

Concerning sales, Company X does not usually get orders directly from the 

customers, as those do not have the knowledge of all the companies of the market and 

their designs. The orders come in most cases from prescriptors that recommend one 

type of product or another to the final customer, who accepts the project as a whole. For 

that reason, the sales team of Company X focuses most of its activity on attracting those 

prescriptors in order them to recommend the products of the company. 

 
 

The previous is a simplified graphical explanation of their chain of value. Where 

the blue color phases are performed by Company X and the light green ones outsourced.  

 

Pros and Cons of outsourcing 

For the company, the main reason for outsourcing is the cost. Their outsourced 

companies possess a degree of economies of scale that make them far more competitive, 

as they serve very big markets. The main setback of the outsourcing is, however, the 

concentration of the suppliers, which have an increasing power to control the prices. 

The conditions and shipments are established by the suppliers, and their control over the 

activity is also to be taken into account.  

 

Relations with the outsourced companies 

The relation with the big suppliers is good, as she states that they communicate 

often and they consider all their suppliers trustworthy. One out of the two major 

suppliers is a French company, but the suppliers have in all cases large sales 

departments due to the big markets. Consequently, they have Swedish sales staff who 

Figure. 19, Activities of Company X 

Source: Self made. 
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deals with Company X directly. This is far better to maintain a relationship, especially 

taking into account the local, almost familiar, dimension of Company X. 

 

Perception and Attachment to the Environment 

The company likes to have good and close relationships with its business 

associates, what makes the Swedish enterprises the most suitable for Company X to 

outsource. They state that the difference in cost is conditioned by the distance and the 

ability to communicate with the potentially outsourced companies. For example, when 

deciding between a Swedish and a Chinese supplier; if the cost of the Swedish were 

affordable, the cost of a Chinese supplier would need to be very low to be chosen. 

When looking for new suppliers, the company does it directly by extending offers to all 

the possible candidates they know. As the supplier industries are very concentrated, it is 

easy to get the knowledge of the different players and get to contact them. 

 

5.3 Electrum Automation AB 
 

EA is a small manufacturing company settled in Umeå. They serve the Swedish 

market of heavy machinery, being their main field of work the excavators. With only 10 

employees, they manufacture the technological systems of the heavy machinery and 

develop themselves the required software. The company was founded 20 years ago, and 

the amount of activities being conducted has increased from manufacturing to include 

first the design, and four years ago the development of their own software. 

 

The Business 

This is a very small company which manufactures different types of electric 

systems like control systems for big machines. For example, forest machinery and 

excavators, but they can work with the inner systems of most types of heavy machinery, 

which are nowadays homogeneous in the Swedish market. The objective of the 

enterprise is to increase the quality of the offered products, but they are not planning on 

increasing the staff or expanding to new markets. 

 

The company’s customers are the big manufacturers of heavy machinery, which 

reduces the number of total customers to 4 or 5. This makes the company very 

dependent on its customers, but there is a mutual need, as the large enterprises 

outsource to EA the development of the software that regulates the components of the 

machinery. EA develops and proposes design improvements for the usually preexistent 

systems of several models of heavy machines for the big companies.  

 

Their core activity is the design and software development, which they focus on 

the optimization and modernization of the systems. Normally the customers go to them 

to get specific improvements, and they work together with them in order to fulfill the 

new requirements of the systems. Most times they are uncertain about the way the 

systems have to work from the beginning; it is the joint work between manufacturing 

and development which helps them determine it to fulfill the requirements of the 

customer. Due to that methodology of work, the demand of the company is quite 

regular: the plans for manufacture and delivery are established from a long time ago, 

which makes very important following them rigorously for the coordination of both 

parties. 
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Most of the competitors are ether big foreign manufacturers of homogeneous 

components or small manufacturers of systems which are very close to the 

manufacturers. Some of them are cheaper, but offer quite rudimentary products without 

digital technology: almost mechanic parts. However EA offers products of quality to the 

customer. This way, they position themselves as providers of an integral service to their 

customers, helping with them in the creation of the machine as a whole. 

 

Regarding the suppliers, EA acquires cables and basic technology building 

devices that they put them together in the systems. All the required components to 

manufacture are purchased to large suppliers that base the profitability in their 

economies of scale. These manufacturers are Swedish, most of them close to Umeå, and 

they were chosen as their prices are very competitive in the international market. This is 

due to the fact that the manufacturing process of products such as cables is mechanic 

and not based on labor force. They have a good relationship with them and the quality 

issues are uncommon. Still, the power of negotiation of the suppliers is fairly high, due 

to the fact that EA has a low impact on their turnover, so they have one person in charge 

of maintaining the relation with them and renegotiate the prices. 

 

 
 

 

 

 

 

 

 

The previous figure is a summarized graphical explanation of a simplified chain 

of value of the product of the company. The blue parts are internally made, while the 

light green parts are outside the company. 

 

He also highlighted that in order to maintain their position and help the customers, 

they put a lot of effort and time in renewing their knowledge. As they are only ten 

people and they perform three very different activities (without considering sales), there 

is always something new to learn. In the specific fields, he states that they attend 

formation courses to get to know the latest technologies of methods to both develop and 

manufacture. 

 

Pros and Cons of Outsourcing 

When asking about outsourcing a part of their activity, he stated that 

measurements have been done, but it was never considered as an actual possibility. The 

manufacturing part of the business is clearly the most likely for outsourcing: the process 

of manufacture is labor intensive, basically manual; and there are bigger manufacturers 

inside and outside Sweden that could perform it with a smaller cost.  

Develop 

Software 
Design 

Figure 20.Electrum automation AB,  Source: Self made. 

Manufacture 
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However, there are two main setbacks for the company. The main one, and the 

reason for not even considering it as a serious possibility, is related with the internal 

relations of the business, which are explained in the next point. And the secondary one 

is that they would lose the control over the manufacturing process that allows them to 

provide an integral service, being the quality issues their main concern. Besides, the fact 

that they do not have the exact specifications of the system from the beginning (they 

usually have to change them in the middle of the process) also makes the outsourcing 

more difficult, as the suppliers would need to be updated. In addition, it is to take into 

account that EA does not produce standardized components like its suppliers: It 

manufactures customized systems for its customers, and its volumes are not very high. 

Therefore the outsourcing of the manufacturing reduction would not cause an extreme 

cost reduction, but it would most probably increase the profitability. 

 

Perception and Attachment to the Environment 

EA is a very small company where the ten employees know each other and work 

together in their building in Umeå. Their relationship goes in many cases far beyond the 

work colleague one, and they support each other. Besides, they like to work in Umeå, 

where they lived their whole life. And that is basically the main reason why they do not 

consider the outsourcing of the manufacturing. He stated that they would not fire part of 

the employees in order the rest to get more money: that is unthinkable in the current 

situation. Only in an extreme situation such measures might be taken, but he even 

doubted that. 

 

Despite they are in a fairly weak competitive position, he states that they do not 

feel any kind of competitive pressure. They do not try any kind of aggressive 

competitive move to grow, as their objective is to live in the current environment 

making enough money to live and make the necessary investment to keep the business 

competitive. And this is probably due to the relationship with the customers: he states 

that even the large customers prefer them rather than any other company abroad. And 

this is because of the fact that they have to work together. In addition, he stated that 

despite the large size of their customers, their lack of interest in foreign system suppliers 

is clearly low. He stated it is obvious as the language skills of even the people in charge 

of dealing with the suppliers are quite low.  

 

5.4 Novak Medic AB 
 

Novak Medic is an entrepreneurial start-up founded in 2006. They are social 

entrepreneurs whose activity is the online request of home tests for Chlamydia. They 

started in Västerbotten, but are actually growing and expanding their market. It has 

currently 4 employees working on it full time and two more working on it in part-time: 

a software developer that created the initial design of the web site and a business coach. 

 
The Business 

The origin of Novak Medic is a research project conducted in 2004 with financial 

support from the National Institute of Public Health in collaboration with the 

Department for Public Health and Clinical Medicine and the Department for Clinical 

Microbiology at Umeå University. It was concerned with the testing of Chlamydia in 
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the modern society: the founders discovered that only 25% of those who test themselves 

of this Sexually Transmitted Disease (STD) are men, while the number of infected 

subjects is more or less the same. They linked this fact to the problem of the increasing 

spreading of Chlamydia, and this is the solution they found. The company is, therefore, 

framed inside the category of social entrepreneurship, as the main objective is not only 

to increase the turnover, but to expand it in order to reach more people.  

 

One of the reasons why men do not test themselves is supposed to be the lack of 

anonymity when going to the hospital and asking for it: Novak provides exactly that to 

the customers. The customers of the company are the people who get into their web 

page and ask for a home-test kit. The company sends these kits to the address of the 

person who requested it with basic instructions about its use (it is basically a urine 

sample). Then the individual has to put it in the mailbox in the same envelope, where it 

is automatically mailed to the closest hospital. Besides, it is free for the tested 

individuals themselves: it is the National Health Service (NHS) the one that pays a fixed 

quantity of money to Novak for each kit requested and delivered. This is even profitable 

for the public system: taking care of all the possible infected patients requires a great 

deal of hours of work for the personnel, which is extremely expensive. The cost of 

performing every test in the hospital is of around 1200 kronor, and the price per kit that 

the NHS pays to Novak is much smaller than that. 

 

They also focus on giving the results back quickly, as it is one of the key elements 

for their customers. However, Novak does not possess any logistical structure or means 

of transportation, neither laboratory where they can prepare the kits and perform the 

tests. They outsource the services of the Swedish post service and the hospitals with 

special agreements. Hence, their core activity is providing their customers a chance to 

confirm their health status quickly and anonymously. Once the process is finished, the 

results are consulted by the patient online, who is able to print a copy in paper to be able 

to set an appointment with a doctor. The privacy of the service is ensured by a login 

with a password. 

 

They started in Västerbotten County, but in the last four years they expanded to 

other counties within Sweden. They are quite profitable, and their growth is enormous: 

from the revenue of 400,000 kronor they obtained in 2006, they were in 2009 to 

5,000,000; which is a growth of 132% of the turnover a year. They have already tested 

65,000 people. They are also in negotiations to get into other Nordic countries and even 

France, but the international plans are slower: the legal requirements of every country 

are different and in some of them only a certified state agency can provide the customer 

with such service. 

 
 

The previous is a graphical explanation of the simplified chain of value of the 

company. The blue part is the activity that the company performs inside, while the light 

green parts are the ones outsourced. The transport is actually needed in three occasions 

Figure. 21. Novak Medic AB,  Source: Self made. 
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during the process: Delivery of the kits to the office, then to each customer, then back to 

the nearest hospital.  

 

Despite they were the first enterprise to use this kind of system, several 

competitors have been attracted due to the high growth and the eagerness of the NHS to 

apply this cost saving techniques in more places. However, some of those competitors 

in Sweden are independent labs that prepare their own home-test kits and perform the 

test themselves. This way, they get even higher payments from the NHS for using their 

free capacity. The problem is that once they start operating in a county there is almost 

no chance for Novak to get in. In addition, several counties in the south of Sweden 

started to copy Novak with public money, creating their own web pages and their own 

structure of web developers. 

 

Pros and Cons of Outsourcing 

He states that one of the flaws of many entrepreneurs is the “do it myself” 

syndrome, which make many of them try to deal with all the activities to deliver the 

product to the customer. In their case, they only perform the activity where they have 

special capabilities for: the design of the web page and the management of all the 

functioning of the system to guarantee a quality service to the customers. That is the 

case of the long run marketing strategies: they want to count on experts that know the 

market to realize all the due plans with them.  

 

The outsourcing also helps Novak reduce costs, as the outsourced companies are 

specialized professionals that consume fewer resources. Is the case of the accountancy: 

they deliver all the invoices from the NHS to the outsourced accountant company, and 

they receive detailed information of their status every month. The cost of this is 4,000 

kronor, which is a much smaller figure than the resultant of hiring their own accountant. 

It is also the case of the manufacturer of the kits: it is a German company that is usually 

outsourced by private clinics which has the knowledge to mount the kits in a much more 

efficient way. Novak has a special agreement signed ensuring a continuous demand that 

helps reduce the price. This outsourcing provides the company with a very low financial 

risk, as their investment in structure is minimum. For example, they do not need to 

acquire the necessary fleet of transport to reach all Sweden in very few days: they have 

a specific agreement with Posten (Swedish Post Service) in order them to deliver 

everything. They send three industrial bags of kits to the office every day and to the 

special envelopes to the customers and then back to the hospital. This way they 

guarantee a minimum demand at a lower price. 

 

They are even thinking of outsourcing the running and maintenance of their web 

page, as it is a very time consuming task that specialized IT companies can do for a low 

price. Besides, they do not need a full time person to do it, and it is very difficult to find 

qualified professionals willing to work part time. They used bachelor students, but the 

effort of explaining the whole functioning of the system is not worth the value they 

generate over a year. By outsourcing the maintenance, the employees could only focus 

on improving the possibilities of the Web site and negotiating the growth process with 

the different authorities: improving the core activity and expanding its reach. 

 

Concerning setbacks, he stated that here is nothing of importance that makes the 

outsourcing a problem for the company. They perform their activity in a much 
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decentralized way from the beginning, so if there is proper coordination of the different 

activities everything moves smoothly. 

 

Relations with the outsourced companies 

Novak has an excellent relationship with their outsourced companies. They have 

exclusivity agreements signed with most of them, as their objective is to develop a trust 

relationship that makes the whole process efficient. 

 

In fact, it is to highlight the relationship with the hospitals. On the one hand 

Novak outsources their laboratory tests, and on the other hand the NHS (public service 

who manages all the hospitals) is the source of their income. That is why the 

relationship with the NHS is excellent: they are both interested in maintaining the 

relationship that is beneficial for both. 

 

Perception and Attachment to the Environment 

Novak does not only focus on the profits. They have a very developed sense of 

community, as they want to perform activities that actually help the whole society. This 

nature of social entrepreneurship is a key to understand Novak’s relationship with the 

environment. A clear example of this is the fact that they provide all the public with all 

kind of information and questions concerning the STDs. 

 

However, its corporate culture is deeply entrepreneurial: the founders focused on 

creating a new way of doing things and then moved on to a different problem. They do 

not look for a business that creates employment specifically in the community: they just 

have an open mind for the offers they get from the environment. If some of those offers 

allow them to perform their activity in a more efficient manner, they take it. 

 

5.5 Ohmans Glas Bygg service KB 
 

Ohmans Glas Bygg is a small construction company founded in Umeå 20 years 

ago by Mats Ohman. It has currently 5 employees: the founder entrepreneur who shares 

his time with his other companies plus 4 full time employees. The company manages 

the construction of buildings in the area of Sweden close to Umeå, where the 

construction industry is relatively better than in the rest of the country. He later founded 

another five enterprises, from which currently four survive. Those are mostly related to 

the business of construction, whether providing the necessary materials or capabilities 

or renting real estate. 

 
The Business 

The company was started by him with the activity of small reparations or help 

with small construction works. It was himself who did all the manual work. However, 

throughout the years, his connections within the sector increased, he hired more people 

and started managing larger construction projects. The current activity of Ohmans Glas 

Bygg is the construction of all kind of structures and reparation. Nonetheless, its main 

activity is dealing with the customers and outsourcing all the different enterprises that 

take part on it for the proper completion of the work. 
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The construction of a building uses normally six or seven companies; each one of 

them specialized in one activity: plumbing, bricklaying, ventilation, digging and 

etcetera. They are part of a network of entrepreneurial enterprises dedicated to these 

kinds of activities in Umeå. The network is the key point in order to be able to tackle 

projects of magnitude. 

 

Counting on only five employees allows the enterprise to have a very small 

investment at risk and protects it against the very irregular demand they suffer from. He 

claims that its irregularity is enormous, having great peaks as well as downturns which 

are not related to seasonality. The customers of the company are normally both private 

organizations and the public sector. They have competitors, but do not feel their 

pressure much, as he knows a lot of people who connects him with the customers. He 

develops a new relationship that leads to a new contract. 

 

 
 

 

The previous figure is a simplified version of the functioning of the chain of value 

of the company. It is simplified mostly because, as stated, the outsourced companies in 

buildings can reach the number of seven, instead of the shown three. 

 

His main objective is currently the stability of the business, due to his age. He 

wants to work fewer hours, so he does not pursue the same ambitious objectives he did 

ten years ago. Due to this he is not thinking of increasing the market he already has. 

However he states that the very probable appointment of his son as the director of the 

company in short notice could change this. 

 

Pros and Cons of Outsourcing 

For him, an entrepreneur cannot know everything: he buys the knowledge he does 

not have. The capabilities of Ohmans Glas Bygg are concerning the general 

management of a construction project, but they lack the specific knowledge concerning 

several systems inside them. For these, they work with the stated specialized companies 

that help them fulfill the project in time. 

 

The cost of outsourcing is normally higher inside the network than contracting it 

outside. For example, in the case of the raw materials, the company does not usually 

buy them directly: they are brought by companies inside the network that deal with the 

large suppliers inside and outside Sweden. This makes the cost increase, but allows a 

big cohesion within the network, which brings bigger benefits in the long run. 

 

Construction 

Figure 22. Activities of  Ohmans Glas Bygg service AB  Source: Self made. 
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Relation with the Outsourced Companies 

The relationship with the outsourced companies is extremely important for him. 

They are a network of entrepreneurial companies in Umeå which only relies on its 

insiders: trust is the essential component. He knows that when he asks collaboration in a 

project they will immediately proceed to help him, or they face the expulsion of the 

network. He is the main leader of the network, as he is who deals with the customers 

and has the final responsibility of the final completion of the project. 

 

However, when Mats Ohman has a project of construction he always turns to the 

companies of the network. Those are the ones that he trusts and know, even though he 

has much higher goals. He does not consider other enterprises outside the network, as 

the relationship is more distant with those and they cannot start quickly after they are 

called to start a project. This way, he ensures that Ohmans Glas Bygg provides a quick 

service to the customers, even if it is not the cheapest one. For these reasons Mats 

Ohman does never accept an outsider company, even if the cost is very low, if there a 

similar one inside the network. 

 

It is also to highlight that two of his enterprises, which are also in the network, are 

managed by Mats Ohman’s family. One is managed by two of his sons and other one by 

two of his brothers. Furthermore, he is also currently working with his wife in the 

management of another one. This highlights the importance given to the trust 

relationship within the network. 

 

Perception and Attachment to the Environment 

Ohmans Glas Bygg is a company focused on the entrepreneurial objectives of its 

founder. They do not look specially to create employment in the area or to work with 

Swedish enterprises. The fact that they hire Swedish employees and work with Swedish 

enterprises is a mean to gain stable relationships. And those are the key in order to get 

as much customers as possible. 

 

5.6 IKSU 
 

IKSU is a company that provides services related to sports and health. They 

provide from training of very different kind to rehabilitation and massages. They are 

focused on the area of Umeå, and they are a referent in the whole Scandinavia and have 

a very good reputation even outside the North of Europe. They have 80 full time 

employees plus 130 part time instructors, which together with their 17,000 usual 

customers make them the larger provider of this kind of service in the area by far. 

 

The Business 

IKSU is a referent of excellence on what is concerned with sport inside and 

outside Umeå due to the quality of its services and facilities. Even though they provide 

the customers with a wide range of services, their core activity is the sports training: 

they offer a wide range of activities and 220 classes a week. This way, their instructors 

have the knowledge and capabilities that give them a competitive advantage. 
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The direct competition of IKSU are mostly six other companies that provide the 

same kind of services within Umeå. However, the range of services they include and the 

qualification of its instructors are clearly lower, and their facilities have nothing to do 

with IKSU’s. They are cheaper, the option for those customers who want a quicker 

sports experience. Despite this, she states not feeling any kind of competitive pressure, 

as the second competitor with more members has 2,000; a figure far lower than IKSU’s 

17,000. 

 

The facilities of IKSU and all its equipment mostly belong to the company, even 

though some of them are in leasing, but the investment is very high. In addition, they 

have inside their staff professionals regarding health: physiotherapists, masseurs and 

masseuses and others. These last employees provide services outside the core activity 

(sports) of the company. This way, those provide the customer with the side services 

that make the whole experience of IKSU more fulfilling. She stated that until 12 years 

ago IKSU had within its staff all the required personnel for the correct functioning of 

the centre. This included, apart from the health staff, all the cleaners, the technicians, 

the staff from the restaurant and all the accountants. In fact, there was a process of 

outsourcing those activities that were unrelated with the core business of the company, 

which led to the eventual externalization of the cleaners, the restaurant, invoicing, 

promotion and, for a while, telephone operating. 

 

In order to maintain their advantage, apart from investing in their facilities, they 

also increase their knowledge taking formation courses from one of the most prestigious 

sports companies in the world. This company is based in New Zealand and every three 

months teaches new techniques to the instructors of IKSU through workshops. 

However, the main issue they teach is a specific kind of training they have patented 

worldwide: the formation company gives the music and explains how it is done. 

 

 

 
 

 

 

Figure 23, Activities of IKSU, Source: Self made. 
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The figure above is a graphic simplification of the different activities of IKSU. 

The blue activities are the ones currently performed inside, while the light green ones 

are outsourced to other enterprises. 

 

Pros and Cons of Outsourcing 

IKSU started the process of outsourcing 12 years ago because of their lack of 

specific knowledge concerning the non core activities. She did not think as the cost 

difference as a very relevant factor when the decisions were made. Outsourcing was a 

matter of maintaining or improving the differentiation of IKSU as a referent of quality 

of service. For this matter, they outsourced the cited activities with different results, but 

following that philosophy: 

 Cleaning: Twelve years ago the managers decided to externalize it due to their lack 

of knowledge about how to manage it. The objectives were rarely completed 

before, but now that the responsibility is of the outsourced company, they do not 

have to worry about a thing. For example, if somebody is ill the outsourced 

company sends more staff. 

 Restaurant: Ten years ago they had an average quality restaurant. Healthy food 

was served by a cook and two waiters who worked for IKSU, but the demand for it 

was very limited. Eventually they started outsourcing, and it is nowadays a popular 

place to have lunch. And in addition, the management of IKSU only cares about the 

general guidelines of what type of food is served and etcetera. 

 Invoicing: IKSU has always had its own accountants, but with the increasing of the 

activity in the last years a great flow of external invoicing was created. Instead of 

increasing their accounting staff, they preferred outsourcing the external invoicing. 

It is cheaper and more effective. 

 Promotion and PR: IKSU have been working with a Public Relations (PR) 

company for some years now. The PR company helps them focus their influence to 

those events that could attract more new customers and also create contents for the 

Web site (videos and articles). Besides, they work with a promotion agency to 

launch communications about specific events (e.g. Brännball championship). 

 Telephone operating: The management of IKSU came to the conclusion that the 

staff spent too much time answering questions. Most of them were very easy to 

answer, so they outsourced the telephone operating. However, after one year they 

insourced it again, due to the fact that the higher cost was not compensated by the 

time benefits. 

 

In addition to the previous outsourcing process, IKSU is in the process of looking 

for small companies of professionals to outsource some of the non core activities that 

are closer to the core ones. This is the case of massaging or the health personnel. They 

lack the capabilities to manage those parts of the business better than the competition, 

and therefore they would like to outsource them. She put the specific example of 

physiotherapists and masseurs, as she feels it could improve the service. 

 

Relation with the outsourced companies 

The relationship with the outsourced companies is close, as they trust the 

capabilities of the outsourced partners and let them act freely inside some general 

established guidelines. There have been problems with the outsourced restaurant, 

though: in ten years they changed it three times because of lack of understanding. Some 
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of the demands of IKSU, like serving healthy food inside the restaurant, may have 

caused the managers of the restaurant feel unable to do their job. Conversely, the current 

outsourced managers of the restaurant have been running it for three of four years and 

the relation is excellent. 

 

She states that the lack of relation with some institutions like the Vårdcentral is 

one of the main reasons why they do not outsource part of the health professionals from 

them. IKSU has already agreements with them to perform certain rehabilitation 

programs inside its facilities, but a deeper relation would make unnecessary to count 

with their own physiotherapists inside. 

 

Perspective and Attachment to the Environment 

IKSU looks for competence wherever it is, not being limited to the environment 

of Umeå or Sweden. Their analysis of the environment is objective, as they look for 

competent professionals that are able to perform the activities for an affordable cost. 

The company is currently exploring the environment to find suitable companies with 

professionals related to the health service. And the reason why they did not hire the 

services of any company is because they did not find any candidate that fulfilled the 

requirements.  
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6. Analysis and Discussion 
 

Previously we have created a theoretical framework and collected primary 

empirical data in order to understand the role of economical and emotional factors that 

affect the decision making of outsourcing in SMEs. This allowed us to identify the 

economic and emotional factors, but we were not able to determine the relationship 

between them in a congruent way. And that relationship is the key to answer the 

research question. Consequently, the following analysis of the data will attempt to 

clearly establish that relationship. 

 

In the previous case descriptions we found out that there are plenty of different 

ways to tackle the decision of whether to outsource or not. In the following four parts 

we are going to analyze the case descriptions by relating them to the factors obtained 

from the theoretical framework in order to answer our research question. The parts 

comprise the factors which are more related, which are closely analyzed in order to 

avoid overlapping. The first two parts are mostly related to the economic factors of 

decision, while the last two are mostly based on emotional responses. However, as we 

had foreseen in the theoretical framework, economic and emotional responses are in 

some factors tightly related. 

 

  

1. Strategy of the business 
 

Nature of the Activity 
 

In most cases the interviewed enterprises’ actions match perfectly with the stated 

by Hamel and Prahalad (1994): they state to have a clear central business activity and 

they rely on that core competence to serve the customer. EA is the only company that 

does not completely focus on its core activities (software development and design), but 

also on a non core they perform (manufacturing the systems). Even though the level of 

business education was very different from interviewee to interviewee, all of them 

stated the same thing in different terms: the first evaluation an enterprise does when 

outsourcing is if the activity is related to their original business or if it is necessary for 

its proper functioning.  

 

Therefore, the empirical data shows that the Nature of the Activity is an essential 

factor that impacts the decision making of outsourcing of all the interviewed enterprises 

(see p.12). It is also to remark that, matching with Hong and Jeong (2006), all the 

analyzed SMEs have a unique core competence and most of them have all the rest of 

activities deployed to support it (see p.13). That is the case in all the enterprises except 

for EA, which keeps the manufacturing activity even though the synergies with the 

development of software are rather low. On the other cases, the enterprises are entirely 

focused on the core. Nevertheless, the empirical data does not suggest that the Nature of 

the Activity leads an enterprise to start the process of outsourcing: it is rather the first 

filter to decide what to outsource once the company started thinking about outsourcing 

part of their activity. In all cases it seems like the further the activity is from the core 

competence, the higher the predisposition to outsource it. 
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Hence, the Nature of the Activity to outsource is a factor that has an essential 

relevance, as it affects the decision making process mainly to state what is to keep 

inside the company. 

 

Competitive Position 
 

However, even though most companies think of outsourcing when an activity is 

not related to their core area, not all of them reach the conclusion of outsourcing (see 

p.17). We distinguished two different kinds of cases: 

 

The case of Novak and Konftel are clear examples of focus on the core 

competence in order to boost the competitive advantage. Those enterprises are clear 

about what they are good at and focus on it in order to get as much benefits as possible 

with a small structure. They directly related their outsourcing with the desire of being 

competitive. In the case of Konftel, it clearly stated that in order to maintain its 

Competitive Position in the market focusing is a must, which coincided with Larsen and 

Schary (2007). Even though it possesses a patent, boosting the development (its core 

area) and externalizing any activity that an outsider could realize more efficiently is 

essential. This way, the company got to be the second in sales in its niche. The case of 

Novak is alike, as its competition is increasing and the cost-efficiency is a key element 

for them. 

 

On the other hand, in the other cases, the protection of the Competitive Position 

does not seem to particularly influence the decision of the enterprises. Company X and 

IKSU stated to be leaders in a much protected market niche where they have a clear 

advantage over their competition. They have a dominant role in their niche due to their 

image, which is the result of their higher quality and their connections.  

 

Thus, the outsourcing decision making does not seem to be much affected by the 

fact that the competitive position is better or worse. It actually seems to be affected by 

the necessity of protecting it from the competition: by the rivalry of the industry. This 

way, even if the competitive advantage of, for example, Company X, is not sustainable 

(see p.18), they do not worry about it because of the fact that the competition is not able 

to imitate them due to their small size. This way, they take all the large customers and 

benefit from the R&D of their large suppliers, who contact them directly due to their 

leadership in the area. Hence, they are not worried about improving more quickly than 

the “mere imitators” described by Acts et al (2000). In the case of IKSU, their main 

advantages are the facilities and their range of services. Nevertheless, they know that no 

competitor is going to divide the market by investing a large amount of resources in 

Umeå. Those barriers of entry make their markets protected and consequently the 

rivalry is reduced a great deal. Finally, also in the case of EA, the employees do not feel 

competitive pressure even though the company is, in terms of Gammelgaard and 

Mathiasen (2007), a powerless supplier of larger enterprise. This is probably due to the 

low possibility of new competitors to enter the market, which is a result of its low 

attractiveness: the high power of negotiation of the suppliers and enormous power of the 

customers probably make the profitability of the industry low, and therefore brings 

stability. This explains why EA does not feel the need to outsource to improve their 

Competitive Position. 

 

Nevertheless, in the case of Ohmans, they have a protected Competitive Position 

helped by the outsourcing they realize. The owner of the company has all the important 
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customers and he manages his fixed network of specialized businesses with all the 

projects, which makes the barriers of entry very high. This way he focuses on his 

advantage while managing the whole process and strengthens the Competitive Position 

as stated by UNIDO (2001).  

 

Therefore the outsourcing decision seems to be affected by the rivalry of the 

industry where the SME is installed, not by a better or worse Competitive Position. 

 

Cost Reduction 
 

Five out of the six analyzed enterprises have some kind of differentiation strategy. 

All of them with the exception of Novak stated that they want to offer a superior quality 

to the customer and be recognized for it. Novak was the only one who pursues the cost 

advantage for its customer (see p.15), as that is the main value they add. However, 

matching with Kakumanu and Portanova (2006), Cost Reduction is an objective for 

almost all of them. IKSU is the only interviewed company that stated that the reduction 

of costs is not one of the main objectives of the outsourcing: they pursue working with 

people with capabilities which allow them to reinforce their differentiation, even if it is 

more expensive: in terms of Tsang (1998), they want to learn from the owners. For the 

rest of the enterprises, the cost is either the main or one of the most relevant factors that 

lead to outsourcing. 

 

Once again, there is a high relation between the enterprises that dwell in a 

competitive market and the ones that have their customers fairly protected. For Konftel 

and Novak the cost is a very important variable, even though it is even more relevant for 

the second. On the other hand, the cost is not one of the main drivers when deciding 

what to outsource for IKSU and it is only fairly relevant to Company X. However, in 

the case of Ohmans, even though the protection of its Competitive Position led the 

company to outsource, the Cost Reduction is not an important factor when deciding 

where to do it: the network has priority, as it provides long term advantages to the 

company. This way, Ohmans seeks the reduction of the “hidden costs” stated by Overby 

(2003) (see p.16). It is also worth pointing out the case of EA, which would not consider 

the Cost Reduction as a relevant factor to reduce staff if the economic viability of the 

whole business is not at stake.  

 

In fact, all of them but EA stated that a large reduction of cost would most 

probably make them outsource almost any of their non core activities even if they lost 

other capabilities. For example, Konftel is offshoring the whole manufacturing to China 

due to a reduction of 50% of the direct cost. However, this makes the company 

dependent on shipments of 5 weeks to receive the products, which has two main 

setbacks: it requires a large inversion in stocks, and what is worse, makes the company 

lose a lot of its flexibility when dealing with the demand. Despite these hidden costs 

(Overby, 2003), the cost reduction is so large that it compensates the possible problems 

in distribution, and the company plans to stay in China. 

 

There is, in the previous case, one more element that was pointed out in the theory 

and that increases the cost advantages of outsourcing: asset specificity (Yushan, 2009, 

p.6-55). Konftel has a relationship of asset specificity with the manufacturer in China 

that increases its power of negotiation, and therefore helps decrease its costs. This helps 

the company compensate the fact that they represent a very small part of the turnover of 
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the large Chinese manufacturer. The large Chinese company would be in a much 

stronger position if Konftel purchased generic components from them. Hence, the 

relation of asset specificity can help reduce the cost and increase the likeliness of the 

outsourcing to be accepted by the company. EA could also take advantage of this asset 

specificity relation if it outsourced its manufacturing process, as an external company 

would design their specific systems.   

 

Hence, the Cost Reduction is an important driver to take into account when 

outsourcing in all cases. Nevertheless, its degree of impact on the decision making is 

boosted in two situations: when the company is in an industry with a high rivalry and 

when it is possible to create a relation of asset specificity. 

 

2. Resources and Capabilities 
 

Learning 
 

Most of the interviewed enterprise directly stated that they outsource in order to 

learn (see p.19). In line with Moore and Polushin (2009), they state that they outsource 

to acquire new knowledge and capabilities that help them improve their overall 

performance. It also seems to be quite related to the strategic positioning, as the 

companies that follow a strategy of differentiation in a more clear way tend to be the 

ones that look for capabilities over cost when outsourcing. 

 

IKSU is the clearest example of looking for new capabilities. It wants to offer a 

complete service to its customers, which can only be provided by the best professionals 

in every field. Currently it does not have all the desired expertise outside the Sports 

training (its core activity): the instructors are looking for professionals that can fill that 

gap. Therefore obtaining new capabilities from the outsourced companies and boosting 

the organizational learning is the most important driver for the company. This coincides 

with Michael and McGrath (2001), who state that those new “critical skills” make the 

business offer a higher value to the customer. Konftel also boosts the acquisition of 

capabilities that improve the performance of its development of new products (its core 

competence). The services of several IT consultants are outsourced when dealing with 

new specific technologies, what makes the developers of the company able to share 

capabilities. 

 

On the other hand, the point of view of the two entrepreneurial companies, Novak 

and Ohmans, match perfectly when referring to getting capabilities: the knowledge they 

need to grow, they buy it. They are not so interested in the organizational learning of 

their employees, but on the learning of the whole system of outsourced companies that 

they command. This is very obvious in the case of Ohmans: it can always rely on its 

network of another six enterprises, and each one of them has specialized knowledge and 

capabilities concerning the building of structures. Their entire network together creates 

the successful combination of capabilities and know-how that makes the business 

successful. This way, getting this knowledge seems to be an essential reason for 

entrepreneurial companies to outsource. 

 

It is to be taken into account that the acquisition of capabilities is a factor that was 

usually mixed with the protection of the Competitive Position by the interviewees. It 

seems to be the second of the two main strategic moves to defend the competitive 
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position: one is the externalization of activities to suppliers who are more cost-effective 

(Cost Reduction, see p.14), and the other one is to outsource those who possess superior 

capabilities to improve quality (Learning Capabilities, see p.19). Despite the fact that 

those seem to be opposites, they are fairly related in the empirical data: many of the 

interviewed enterprises go outside to look for new capabilities in order to reduce the 

expenses that developing their own capabilities would generate. This matches with 

Quinn and Hilmer (1994), who say it is essential to avoid wasting resources. That is the 

case of Konftel, which stated that looks for cost efficiency as a main driver for 

outsourcing also referring to the total amount of costs that trying to perform the activity 

inside would bring.  

 

Therefore, the search for new capabilities is in all cases a major driver that boosts 

the companies towards getting knowledge from specialized professionals. The tendency 

to fragmentation in the world wide industries makes it a must. Furthermore, we can see 

that even those SMEs competing in niches start outsourcing inefficient parts of their 

activity. Thereby, they increase the overall performance of the business. 

 

Strategic Relatedness 
 

The fact that the outsourced companies have the same goals was stated by IKSU, 

but not as a primary matter. The sharing of goals to share more knowledge was not 

much referred to by any of the respondents. The only part of this factor that was taken 

into account was the one related to cooperative performance (see p.21), which is 

directly related to the previous factor of Learning. The enterprises cited as example in 

the previous factor directly outsource companies that have a specific knowledge, in 

order to learn from it. Sharing goals in the long run in order to increase the cooperative 

performance seems not to be a main objective of any of the enterprises.  

 

Hence, with the gathered amount of empirical data it seems like this factor might 

not substantially affect the decision making of outsourcing.  

 

Flexibility of Resources 
 

The flexibility of resources that Barney and Arikan studied was appointed as 

relevant by two of the enterprises (as cited in Wrastschko, 2009). It was appointed as 

very important by Ohmans, which pursues the completementarity of resources Holcomb 

and Hitt (2006) studied when outsourcing. Through the cited coordination of 

capabilities from different members of the network, it creates value for the customer. It 

was also appointed as relevant by Novak, which looks for specific complementary 

resources in order to create an efficient system. That complementary deployment of the 

resources leads to the flexibility of resources, and is consequently a clear advantage that 

impacts the decision making of outsourcing. 

 

Flexibility was also appointed as an element to take into account by Konftel, but 

referring to organizational flexibility. However, it sacrificed many of it when the 

decision of outsourcing manufacturing to China was made. This leads to setbacks that 

still pose problems to the company when dealing with large wholesalers that distribute 

the products in the main markets. 
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Therefore, from an overall point of view, the Flexibility of Resources seems to be 

a moderately relevant factor that can move some the enterprises to outsource. 

Nonetheless, it is the search of complementarity of resources which seems to be the 

only relevant part of the factor, especially to small enterprises focused on the core 

competence. Thus, the Flexibility of Resources as a whole seems not to be relevant 

enough to constitute a factor: a possible solution if the analysis of more empirical data 

confirmed its irrelevancy could be to include the relevant part of completementarity of 

resources in the learning factor and omit the rest of them.  

 

3. External Relations 
 

Trust 
 

The analyses of the gathered empirical data allowed us to see that companies 

value their relationships in a different manner. We found out that the distinction of the 

three types of trust of Sako (1992) is the one that is more suited to our empirical data, as 

we found enterprises looking for each of the three types of trust relationships (see p.23).  

 

Some of the interviewees referred to the external businesses as mere tools to reach 

an end. They look for professionals to use their capabilities or any other cost advantage 

they could get in order to benefit their own business. This is the case of Novak and 

Konftel, two of the most core activity-focused enterprises. When referring to the 

relation with the outsourced companies, neither of the companies showed any kind of 

interest on the personal relationship existent between the managers of the companies. 

The best economic offer was their only driver to engage a business relationship: the 

only requirement for them was a contract that showed an adherence to their 

commitments. Therefore, they looked for the mutual trust defined by Sako, which is the 

least emotional driven one.  

 

On the other hand, other companies valued much more the relationship with their 

trading partners, and they stated them to be essential when outsourcing. In fact, in the 

case of Company X and Ohmans it is not only that they did value it, but they really took 

it as an obvious requirement for any type of outsourcing. They would never share their 

business activities with other companies with which they do not have any kind of good 

will trust in the scale established by Sako (1992). This is even more obvious in the case 

of Ohmans, as its interviewee stated that relying on the people he does business with is 

one of the elements that made him succeed. He would never choose a company outside 

the network, and would not either forgive a company inside the network that did not 

inform him about a business opportunity. That is what Bhattacherjee (2002) stated to be 

essential for the business partners not to take advantage of the vulnerability of each 

other during and after the transaction. In the case of Company X, it valued the 

relationships that provide the stability they are willing to get in their market. The reason 

might be that it is a company focused on the market on Umeå and without any specific 

aspirations of growth. That perfectly complies with the first of the types of corporate 

culture explained by Moore and Polushin (2009) (see p.27). This is why Company X 

goes to companies that are willing to spend time with them, even when outsourcing the 

essential component they need: they want a company that shows them the product, is 

their ally, and of course, is Swedish speaking. Representative of this is the fact that even 

though one of their two suppliers is French, it has a sales department that communicates 
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with Company X in Swedish on a regular basis. Finally, and even when it does not 

outsource, the case of EA is also to take into account when analyzing trust. As a small 

system manufacturer focused on its few customers and without perspectives of growth, 

it also values stability as an organization. This makes both internal and external trust 

essential for them. In fact, when the interviewee told us about their main customer, a 

large manufacturer MNC, we were surprised by his statement that its outsourcing was 

largely influenced by relations with its suppliers. He stated that the large manufacturer 

of heavy machinery values long term trust and understanding with the suppliers. And he 

added that it is due to the fact that it is a long settled company where even the managers 

do not have extensive language skills. Thus, they look for associates that are culturally 

close to them. 

 

Finally, the only enterprise we found which values its external relations mostly by 

the competent trust is IKSU. The company could also be seen as an organization 

looking for mere contractual trust like Novak and Konftel, but the commitment they 

look for goes beyond. However, it is not in an ethical or emotional way like the three 

previous enterprises that look for good will trust: IKSU looks for excellence in the 

capabilities of their outsourced companies. This makes it a company that, taking 

contractual trust for granted, needs to trust the excellence of the professionals it is 

outsourcing to: they look for Sako’s competent trust (1992). The absence of this 

superior know-how and willingness to improve the business as a whole is essential for 

them. 

 

Therefore, we clearly see a distinction between businesses when referring to trust: 

those that usually aspire to bigger growth tend to pursue their goals looking for a 

contractual mutual trust in the companies they outsource. They analyze the competitive 

forces and have wider business knowledge, understanding the functioning of their 

business in a more rational way. On the other hand, those enterprises that look for long 

term relationships of trust tend to be those which are settled in their current market. This 

way, the main reason of those trust relationships seems to be the protection of the very 

markets they are settled in. It is also to highlight the case of the large customer of EA, 

which even though being a MNC fits the description of settled enterprise and seems to 

look for good will trust relationships. In the case of IKSU, even when it is settled on its 

market, its facet of internationally recognized business makes it look for the excellence 

that characterizes them. 

 

Hence, the distinction of these groups of enterprises seems to show a relationship 

between the impact trust has on the outsourcing of an enterprise and its kind of 

corporate culture (seep.27). 

 

Psychic Distance 
 

As stated by Johansson and Vahlne (2009), Psychic Distance is a major obstacle 

when creating relationships which mostly affect those companies that offshore part of 

their activity. The only interviewed company who stated to have taken this factor as an 

influential obstacle when deciding about outsourcing was Konftel. The interviewee 

stated that one thing is the business relationship on paper and another different one is 

the real flow of the business. They did not have a smooth performance during the first 

months since they did not know the way of doing business of the Chinese. Most of the 

interviewed companies dealt with outsourced companies that are located in Europe. The 
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common frame in which the business relations are understood in Europe seems to allow 

an easier outsourcing between companies. Nevertheless, coming back to Konftel, even 

though the large Chinese manufacturer was used to deal with Europeans, the lack of 

understanding resulted in a setback to take into account for Konftel.  

 

Nevertheless, it is worth taking into account that psychic distance is related to a 

large extent to the pursued type of relationship with the outsourced firm. Therefore, 

companies looking for a relationship of contractual mutual trust might not be annoyed 

by the psychic distance as long as the efficiency of their overall business improves. That 

seems to be the reason why despite those communicational setbacks Konftel is planning 

to continue their operations in China. However, this kind of cultural gap might be 

unacceptable for a company that looks for a relationship of good will trust when 

outsourcing.  

 

 

4. Perception and Attachment to the Environment 
 

Perception of the Environment 
 

In the way we focused perception of the environment in the theoretical 

framework, it is based on the problems that the enterprises might face when exploring it 

(see p.26). Most of the companies we interviewed were passive in the exploration of the 

environment conducted to get to know their possible outsourcing candidates. The reason 

of this might be that most of the interviewed SMEs cover local market niches – which 

complies with Innocenti and Labory (2004) – and therefore look for the enterprises in 

their known environment. This way the interviewed SMEs tend to disregard the 

potential suppliers that are in unknown environments due to the uncertainty described 

by Williamson (1985).  

 

This factor also seems to be intimately linked to the corporate culture of the 

enterprise. As an example of this, we have again both extremes: On the one hand, 

Novak and Konftel are willing to deal with a large amount of uncertainty and face a 

severe lack of knowledge which results from looking for the most efficient suppliers 

everywhere. On the other hand, Ohmans, Company X and EA seem as if they would 

never initiate an active search outside their known networks. As stated by its 

interviewees, Company X would directly ask their business associates and contacts 

(local network) when looking for new alternatives, and EA would contact some of their 

already know Swedish manufacturers. 

 

Hence, the problems concerning the exploration of the environment have an 

impact on the decision of outsourcing of the enterprise. However, it also seems to be 

bonded to its corporate culture: if the outsourcing candidates are in an unknown 

environment, the corporate culture seems to define the impact of the Perception of the 

Environment on the decision making. If the culture is based on stability or settlement on 

its market, the bounced rationality and uncertainty described by Williamson (1985) 

would have a rather negative impact on the decision making of outsourcing. On the 

other hand, a corporate culture based on growth and efficiency would make the setbacks 

of the Perception of the Environment have a smaller negative impact. 
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It is to take into account that the already-established networks seem to minimize 

the setbacks of the Perception of the Environment, and therefore decrease the 

probability of affecting negatively the decision making of outsourcing. Besides, the 

effect of the network seems to be regardless of the type of relationship that the 

enterprise looks for when outsourcing. This way, even a mutual trust focused enterprise 

like Konftel was attracted to China by Ericsson, an influential member of its network. 

That is how they got in contact and outsourced their manufacturing to the current 

Chinese manufacturer, not even looking for more options. 

 

Affective attachment to the environment 
 

The attachment to the environment is one of the strongest emotional responses we 

found in the empirical data along with the kind of trust relationship. When the 

management is attached to its land or people, it seems to affect the decision of 

outsourcing very negatively. It is to be remarked that with “Attachment to the 

Environment” we mean the influence which the preference of their local community 

exerts on the decision makers (see p.27). It is therefore based on the sense of 

community. We found out that it is partly related to the type of relationship that the 

company is looking for, but it does not coincide in all cases. 

 

The clearest case of strong attachment to the environment is EA. Their reluctance 

to outsource was based on the argument that they would never fire part of the 

employees in order to be more profitable unless it were completely necessary. The 

interviewee clearly stated that it was a business that looked forward to improve the 

products and the quality, but with their own people. Besides, they were all from Umeå 

and many of them knew each other before working in the enterprise. Consequently, in 

this case, the sort of family business corporate culture seems to boost the attachment. 

However, Ohmans, another company with stability and settled market based culture, 

stated straightly that helping the community has never been one of his objectives. He 

looked for companies he could trust for his network in order to maintain the market, but 

he always kept a small company (5 employees). Furthermore, he would not hesitate to 

include a foreign company in the network if he got to develop trust and they committed 

to the network.  

 

Another example of attachment is Company X, which also shows a predisposition 

to keep their employees. They only outsource the production of the components, but not 

its transformation and design, as they all work together as a team. It is also quite a 

horizontal organization, but Konftel is as well, and they are not attached at all. The 

interviewee of Konftel told us that as the world is their market, they evaluate all the 

possible candidates for outsourcing in the whole world in order to be more competitive. 

When asked about the importance given to creating wealth in the area, the interviewee 

avoided answering straightly in two occasions. However, the respondent highlighted 

that their process of selection is strictly objective. 

 

The case of Novak, as the company is a project of social entrepreneurship, one of 

its ends is to help the people. Still, that is not attachment to the environment, as the idea 

seems to be to grow as much as they can in order to help the whole world fight the 

spreading of STDs.  
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Therefore, we can establish that when the Attachment of the Environment is 

present it can seriously jeopardize the objectivity of the decision making of outsourcing. 

However, it is still to investigate which are all the drivers that lead a company to be 

more attached. There seems to be a general relation with the kind of corporate culture, 

but the exposed contradictory case of Ohmans indicates that there are probably other 

factors.  

 

Corporate culture 
 

This is a very influential factor. The empirical data shows that when we explained 

it in the theoretical framework, its relevance was minimized too much. In the theoretical 

framework we summarized the six types of SMEs differentiated by Moore and Polushin 

(2009) in order to only show the two most extreme ones: the family businesses settled in 

a market that looks for stability, and the start-ups enterprises which look for growth and 

efficiency. However, the division of the analyzed enterprises between those two 

extremes throughout the analysis showed a probable strong relation with the overall 

emotional response. 

 

Consequently, the corporate culture is a factor of enormous relevance, as it seems 

to affect both main types of the emotional responses we found in the empirical data: it 

seems to wholly affect the nature of the searched trust relationships and to impact the 

degree of attachment to the environment.  
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7. Conclusion 
 

After the analysis of all the collected data, we think we are in position to try to 

answer the research question: 

 

In which way do the emotional factors affect the outsourcing in SMEs? 

 

To answer this we firstly studied which are the factors that affect decision making 

of outsourcing in SMEs. We investigated both economic and emotional factors, and we 

proceeded not only to identify them, but to see what causes them. This way we wanted 

to understand the relationship, and therefore, the relevance of the different factors. 

However, our previous analysis led us to the conclusion that some of the factors 

identified in the theoretical framework were not relevant. 

 

When analyzing the factors, we found out that those seem not to be at the same 

level when influencing the decision making of outsourcing. And that is not because of 

the difference in their weight on the decision making: some factors seem to condition 

the relevance and weight of others on the decision making. Hence, we divided the 

findings in Factors and Responses. The factors are the contextual reasons that affect the 

decision making of an SME. On the other hand, the responses are the reactions to the 

factors that lead to their successive type of behavior. We summarize the findings 

graphically in the following figure: 
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As shown in the figure 24, the empirical data shows that the decision of 

outsourcing has its origin in the economic behavior, which seems to be caused by three 

main factors: the Nature of Activity to Outsource, the Degree of Rivalry of the industry 

of the company and by its Competitive Strategy. Depending on those three factors, the 

decision making of outsourcing of the SME will be more focused on Cost Reduction or 

Learning Capabilities when outsourcing. Some other factors exposed in the theoretical 

framework in order to explain the economic impact on the decision making were much 

related to those new factors, but did not affect the decision making of outsourcing 

themselves. In the case of Competitive Position, it is not the fact that it is better or 

worse, but the need to protect it what boosts the decision of outsourcing: the degree of 

rivalry of the industry. And in the case of Strategic Relatedness and Flexibility of 

Resources, we consider them inside the response of Learning Capabilities, as we 

suggested in the analysis. 

 

And here lies our research question: In which way do the emotional factors affect 

the outsourcing in SMEs? Once the economic feasibility of the outsourcing is clear, the 

emotional factors seem to filter the decision of whether to outsource or not. But which 

are the main emotional factors? What boosts the emotional behavior that affects the 

decision making? 

 

The way in which the question is formulated implies that the fact that the 

enterprise is an SME plays a role on the impact of the emotional behavior. Nonetheless, 

that does not seem to be the case. We found no evidence in our analysis of the data 

which indicates that the enterprise being small or medium affects its emotional 

response. In fact, the major driver for emotional response seems to be the corporate 

culture of the business, which influences the main two emotional responses we found: it 

determines the type of relationship that an enterprise is looking for in their outsourced 

companies, and it has an impact on the degree of attachment of the environment of the 

decision makers. The emotional responses are triggered in companies that have a 

corporate culture based on stability: those which tend to look for good will trust 

relationships when outsourcing. On the other hand, companies with a corporate culture 

focused on growth tend not to experience those relational emotional responses: they 

tend to look for contractual mutual trust relationships (or competent trust). And the fact 

that the emotional response is triggered respectively conditions the likeability of a 

company to explore the unknown environment to look for outsourcing candidates. 

 

However, the kind corporate culture explains one of the main emotional responses 

but only a part of the other one. This makes us conclude that it is very likely that there 

are other drivers that also affect the attachment to the environment. Those are unknown 

for us, and further research should be conducted to determine the rest of them and have 

the whole picture of the main emotional factors that affect the decision making of 

outsourcing in SMEs. 

 

Consequently, the decision of outsourcing in SMEs seems to have its origin in the 

factors that boost the economic behavior, but is filtered with the emotional behavior that 

has its origin in the kind of corporate culture before reaching the decision of 

outsourcing. 
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8. Quality criteria 
 

 

In this section we will test the quality of our research. For this matter, we used the 

specific criteria established by scholars to evaluate qualitative researches. Lincoln and 

Cuba (1985) proposed four main additional quality criteria to measure the rigor of 

qualitative studies. Those are credibility, transferability, dependability and 

confirmability. These criteria are more effective when evaluating the quality of a 

qualitative research, and are, consequently, the one we used (Bryman and Bell, 2007, 

p.411). 

 

8.1.  Credibility 
 

Credibility refers to the degree to which a research is “carried out according to the 

known and accepted research procedures”, (Herbst, Coldwell, 2004. p.124). Along the 

research process, we clanged to the canons of good practice suggested by Bryman and 

Bell and the professors of Umeå university (2007, p.127-150). We are aware of the 

ethical implications of semi-structured interviews and we treated the collected data in 

consequence. We cannot totally assume that the generated information was free of 

flaws. If the information from the respondents was incorrect or based on guesses, it 

could have affected our empirical analysis. Therefore, throughout our study we were 

adhered to generate correct information in order to ensure the credibility of the research. 

For this matter, we conducted several interviews and asked numerous questions 

concerning the same issue. Consequently, we got a great deal of data to be able to 

contrast it with the theoretical framework in a trustworthy way.  

 

In order to get a further confirmation the credibility of our primary data, we 

repeated all we understood to the respondents throughout the interviews, and made 

summarizations of our conclusions in the end. This gave us the respondent validation 

that helped us minimize the biasness of the gathered data. 

 

 

8.2.  Transferability 
 

It is the degree to which the results could be replicable by another researcher in 

the same situation or in a similar situation (Gass & Mackey, 2005, p.368). We tried to 

provide the reader with deep descriptions of the context of each of the analyzed 

enterprises in order to show the peculiarities of each case. As this was not an empirical 

research and we dealt with many abstract concepts, the descriptions were compulsory to 

ensure the proper transferability of our study. Due to this and the qualitative nature of 

the research we did not look for generalization, but to be able to understand the specific 

background in which the analyzed enterprises were.  

 

 

8.3.  Dependability 
 

We pursued accuracy and consistency as essential elements in order to make the 

findings extracted from the data dependable. According to Bryman and Bell (2007, 

p.414) the “researchers should adopt the auditing approach”. In this case, auditing 
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approach applies to keep the complete record of the used material as evidence of the 

different stages of evaluation of the problem. It includes the evaluation of the problem 

statements, the research participants, selection, fieldwork notes and interview 

transcripts. All the previous data was kept after its analysis, and the transcriptions of the 

interviews can be shared at request. The further assurance of dependability in our study 

was based on the level of inclusion of most needed comprehensive information during 

all stages of research. 

 

 

8.5.  Confirmability 
 

 When conducting the research, we made an effort to be as objective as 

possible.  Especially when choosing the theories and putting the cases together. We 

tried our preconceptions not to guide the research in one way or another: we chose the 

theories that led us to the knowledge that could consequently lead us to collect the 

proper primary data in order to be able to answer our research question. Furthermore, 

we made an especial effort during the interviews not to influence the direction of the 

speech of the interviewees with leading follow-up questions. Hence, we acted of good 

faith and did not allow our personal preferences to bias our research (Bryman and Bell, 

2007, p.414). 

 

 

8.5.  Authenticity   
 

 We are convinced that the results of our research can allow SMEs to 

appreciate the perspective of other SMEs in a clearer manner. Therefore, we think that 

the major authenticity provided by our research is the educative authenticity (Bryman 

and Bell, 2007, p.414). Besides that, we tried to ensure the authenticity of our data in 

the best way we could. We could not interview more than one person in each company 

due to our limitations, but we are quite certain about the authenticity of the answers. 

The reason is that most companies were small and all the employees worked in a very 

close work environment. Hence, we are confident about the authenticity of the obtained 

result. 
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9. End Notes 
 

In this final section we will highlight the contributions of the study to clear its 

utility for researchers, as well as the elements that stay unclear and that should be 

subject of further research. 

 

 

9.1. The Contribution of the Study 
 

This research clarified the way the decision of outsourcing is taken in SMEs. We 

discovered several Factors and Responses to those factors which condition the whole 

decision making. We discovered that emotional behavior filters the decision making of 

the SME depending on its corporate culture. Therefore, we think this study is valuable 

for all those researchers who intend to study the outsourcing in SMEs. Knowing the 

source of the decision - which are its reasons - seems to condition the whole process, 

which could be very helpful. 

 

 

9.2. Suggestions for Further Research 
 

The analysis clarified a great deal of factors that affect the decision making in 

outsourcing in SMEs. Nonetheless, it will be very interesting to conduct a similar 

research with MNCs in order to compare the results. As the results showed that being a 

SME is not a relevant factor, the impact of emotional factors is still to clarify in the field 

of the large enterprises. 

 

Furthermore, studying which are the factors that boost the attachment to the 

environment of an SME would extend the answer to our research question. The major 

relevance of the corporate culture linked to the impact of the rest of factors that affect 

the attachment would entirely explain the emotional behavior when taking the decision 

of outsourcing in SMEs. 
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Appendix 1: First Sample 

Name Emplo

yees 

Location Web Telephone Email Possible 

Contact 

Activities 

Ac Golv och 

Plattättning AB 

29 Norra 

Obbolavägen 89, 

Umeå 

www.acgolv.se 090-14 38 00 info@acgolv.se Leif 

Karlsson  

 The company “offers all type of flooring contracts such as 

carpet laying, tiling, stone circle, built swimming pools and 

spas” 

Apptoo AB  37 Renmarkstorget 5 D  

SE-903 26 Umeå 

www.apptoo.com  info@apptoo.com   “Leading provider of software for advance mobile solutions” 

Burlin Motor i 

Umeå AB 

27 Box 3004,  

903 02  Umeå 

Gräddvägen 3D 

www.burlinmotor.nu 090 - 70 65 

70 

Umeå@burlin.se    “ the company sell old and new cars and provide full-service 

facility” 

D.E.M-verk 

Mekaniska AB 

54 Degernäs 265  

905 80 Umeå 

www.dem-verk.se 90.702.470 förnamn @ dem-

verk.se 
Maria 

Karlsson  

Business 

Admin  

The “company manufactures and supplies high quality steel 

structures, steel bridges, construction of the facade glass facade, 

and light elements” 

El & 

Industrimontage 

Svenska AB 

49 Box 3152, 903 04 

Umeå 

www.eiab.com  090-154600  info@eiab.com   “Swedish Assembly is the country's most complete supplier of 

electrical and instrument assembly”  

MKS Umetrics 

AB 

39 Umetrics AB  

Box 7960 

SE-90719 Umeå 

Sweden 

www.umetrics.com 46 90 184847 info.se@umetrics.c

om 
  The company “Develops software for design of experiments and 

multivariate data analysis” 

NSA Logistic AB 36 NSA Företagen 

Box 3105, 90303 

Umeå 

www.nsaforetagen.se 090-126888   PEDER 

NIMROD

SSON,  

 The company “Offers services in storage, transshipment and 

cargo transport” 

UmiRen Stäad 

AB 

33 Skolgatan 49, 903 27 

Umeå 

http://www.umiren.se 090 - 12 20 

15 

info@umiren.se Maria 

Homberg 

the company  offers Cleaning services 

Umeåclip AB 27 Rådhusesplanaden 

10 

  090-128282   Maria 

Catarina 

  Website is not avilable 

Umeva 104 Övägen 37, 904 22 

Umeå 

  www.umeva.se 090-16 19 00 umeva@Umeå.se    The company works “for water and sewage, waste and 

recycling within the municipality of Umeå” 

http://www.acgolv.se/
mailto:info@acgolv.se
http://www.apptoo.com/
mailto:info@apptoo.com
http://www.burlinmotor.nu/
mailto:umea@burlin.se
http://www.dem-verk.se/
http://www.eiab.com/
mailto:info@eiab.com
http://www.umetrics.com/
mailto:info.se@umetrics.com
mailto:info.se@umetrics.com
http://www.nsaforetagen.se/
http://www.umiren.se/
mailto:info@umiren.se
mailto:umeva@umea.se


 

ii 

Umeå Tidnings 

Transporter AB 

36 Kabelvägen 1 B, 901 

33 UMEÅ 

  090-12 58 02 info@Umeåtidning
stransporter.se 

Ulrika 

Dorsch 

  The company works for the Transport of newspapers 

     info@utt.se    

Umeå 

Entreprenad AB 

33 Kontaktvägen 12 

www.umeaentrep

renad.se 

090-142780 info@Umeåentrepr
enad.se 

  Company is a “major local player in the land-farm work in 

Umeå.  The assignments are of public clients, the major 

construction contractors, and turnkey projects in collaboration 

with Myresjöhus” 

Umeå Energy 178 Storgatan 34, Umeå 

www.Umeåenergi.se 

090-16 00 00 Umeå.energi@Um
eåenergi.se 

 Energy provider (electricity) 

Umeå 

Datakonsulter 

AB 

49 Storgatan 56 www.udk.se/ 090-71 65 00 info@udk.se    The company provide Net services consultancy 

Ume Assistance 

AB 

65 Mätarvägen 4 B 

www.nordicnet.net 

090-13 00 00 info@Umeåssistan
ce.com 

Mattias 

Hansson 

(VD) 

Trucking 

Teknikinstallatio

ner AB 

123 Formvägen 12B 

www.tki.se 

090-585 40     Construction contractor (own activities...ventilation?) 

Röbäcks Sweden 

AB 

38 Stöcksjö Kustväg 35 

www.robacks.se 

090-428 00 info@robacks.se Vesa 

Julkunen 
Designs, manufactures and markets equipment and facilities for 

handling, dosing, weighing and mixing of different materials 

Rekab 

Entreprenad AB 

167 Besöksadress 

Spårvägen 22  

 090 - 12 87 

50  

info@rekab.se   Construction company 

Vitec 

Fastighetssystem 

AB 

220 Tvistevägen 47, Box 

7965, 907 19 Umeå 

www.vitec.se 

090-15 49 00 firstname.lastna

me @ vitec.se 
 “software company that offers industry-specific business 

applications” 

IKSU 27 Sandbackavägen 1, 

903 46 UMEÅ 

www.iksu.se 090-17 08 10 info@iksu.se Ulrika 

Lundberg 

IKSU provides health and sports facilities 

 

 

mailto:info@umeatidningstransporter.se
mailto:info@umeatidningstransporter.se
mailto:info@utt.se
mailto:info@umeaentreprenad.se
mailto:info@umeaentreprenad.se
http://www.umeaenergi.se/
mailto:umea.energi@umeaenergi.se
mailto:umea.energi@umeaenergi.se
http://www.udk.se/
http://www.nordicnet.net/
mailto:mattias@umeassistance.com
mailto:mattias@umeassistance.com
http://www.tki.se/
http://www.robacks.se/
mailto:info@robacks.se
mailto:info@rekab.se
http://www.vitec.se/
mailto:fornamn.efternamn@vitec.se
mailto:fornamn.efternamn@vitec.se
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Appendix 2 
 

Interview Guide 
 

We divided the interview guide in five sections plus the introduction questions. The five 

sections were constructed based on different factors of the theoretical framework and cover all 

the factors. The introduction questions are not directly related to any factor, and were meant 

to make the respondent start explaining what he/she considered most relevant. 

 

1. Introduction Questions 
 

1.1. Personal 

 Could you please tell me your current role in the company? 

 How long have you been working with this company? 
 

1.2. General information about the company  

 How old is the company? 

 Do you have branches out of Umeå? 

 How many employees does your firm have? 
 

1.3. Outsourcing 

 Do you outsource any part of your activity? Or do you do everything internally? 

 Which is the main reason for your outsourcing? / What could make you outsource 

part of your activity? 

 Which are the main setbacks of outsourcing for you? 

 

2. Strategy of the business 
 

Nature of the activity 

 Which was the first activity of the company? How did it start? 

 What do you consider to be your business? Your core activity? 

 Which are the activities of your business that you consider you do not perform better 

than the competition? 
 

Competitive Position 

 Which is the market segment you serve?  

 Which differentiated value do you offer to your customer? 

 Which is your competitive advantage there? 

 Are you capable of maintaining that advantage in the future? 

 Do you see any relationship between the outsourcing and the competitive position? 

 Have you any kind of alliances or partnerships with other enterprises that help you 

sustain your competitive advantage? 
 

 

Cost Reduction 

 When outsourcing: 

 Is the cost a major driver? How do you measure it? 

 How do you measure the performance of an outsourced activity? 

 Did you ever analyze the possibility of offshoring any activity? 

 Would you do it if the cost of the activity was inferior there? 

 Do you have specialized suppliers? / Are you specialized suppliers? 



 ii 

 Which is the relationship with that supplier / customer? 

 

3. Resources and Capabilities 
 

Learning 

 Do you have any tool to manage the knowledge inside the enterprise? 

 Do you have any formation programs? 

 Did you ever go outside your enterprise to get capabilities or knowledge? 
 

Strategic relatedness 

 When outsourcing an activity, did you do it to a company that was similar to your? 

o Were you ever moved to outsource to get share capabilities? 

 Did the outsourced company have the same goals as you? 
 

Flexibility of Resources 

 Is your demand irregular? Or is it regular in some way? 

 Do you usually diversify the resources invested outside the company? 

 

4. External Relations 
 

Trust 

 Which is the relationship you have with the outsourced company/ies? 

 Which are your criteria of selection of outsourcer companies? 
 

Psychic Distance 

 (If offshoring) Did the cultural differences cause any problem? 

 How did you overcome them? 

 

5. Perception and Attachment to the Environment 
 

Perception of the environment 

 Which was the exploration of the environment you did when thinking of outsourcing? 

Which were your delimitations? 

 Do you think you got all the necessary information? 
 

Affective attachment to the environment 

 Do you value creating employment in your area? 

 Is the fact that the activities of this business are carried out in this region a positive 

aspect for you? 

 How could cost differences change that? 
 

Kind of corporate culture 

 Which is the current main objective of your enterprise?  

Growth / profitability / stability 

 Which is in your opinion the degree of risk your company can get? 
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