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1. Introduction 

In this chapter, the authors will present a background of the topic, choice of the topic, followed 

by the problem formulation, leading us to the purpose of this thesis and the formulation of the 

research question. Thereafter, the company background is presented as the chosen research 

strategy is a case study. This chapter ends with the outline of the research.  

 

1.1  Background 

Globalization has allowed a change in the way companies compete including supply chain 

approaches, global marketing, corporate strategies in the long-term and organizational structure 

(Bunyaratavej et al., 2007). It has also been recognized by the growth of production networks, 

global value chains, and offshoring activities crossing national borders. Telecommunications 

and technological advances in information and communication technologies (ICT) have 

enabled services to become offshorable playing a key role in making communication more 

productive and cheaper, increasing the feasibility of effective collaboration among 

geographically separated units and team members (Bunyaratavej et al., 2011; ICT, 2020). 

Moreover, firms have been reconfiguring their activities by combining specialization with 

locations in which core activities have been centralized in their home country and support 

activities to offshore locations (Upadhyayula et al., 2017).  

 

Offshoring of service (hereafter OS) has grown rapidly over the past decades and has attracted 

the scholar’s interests (Pisani & Ricart, 2016). As Offshoring has become widely business 

practice, it has been considered an important social and economic phenomenon through 

increasing the speed to market, growth transaction volume, and improving the efficiency of 

business processes (Lewin & Couto, 2007). OS has been defined as “the transnational 

relocation or dispersion of service activities that companies previously performed in their home 

country, including captive (internal) and outsourced (external) delivery modes (Doh et al., 

2009, p. 927). Several companies are interested in producing activities abroad and they benefit 

from this process as a step towards internationalization. Offshoring can be considered as a 

strategic platform and sometimes as a strategy itself that the company implements to create 

value (Kedia & Lahiri, 2007). To support current business activities and operations, companies 

tend to offshore and perform specific activities by taking advantage of foreign countries that 

https://paperpile.com/c/Di4bpH/hLuO
https://paperpile.com/c/Di4bpH/tYcf+yzD5
https://paperpile.com/c/Di4bpH/tYcf+yzD5
https://paperpile.com/c/Di4bpH/tYcf+yzD5
https://paperpile.com/c/Di4bpH/hUDS
https://paperpile.com/c/Di4bpH/l3vF
https://paperpile.com/c/Di4bpH/6JRx
https://paperpile.com/c/Di4bpH/lRAV
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have comparative advantages. (Levy, 2005, p. 686) argues that offshoring is “related to the 

development of firm-level organizational and managerial capabilities to coordinate 

geographically dispersed networks of tasks and productive activities”. In this sense, OS is 

considered as a method to optimize the value chain and improve overall efficiency (Jensen & 

Pedersen, 2011).  The ultimate goals of offshoring decisions are efficiency-seeking, resource-

seeking, and flexibility-seeking taking into account the location-specific resource advantages 

(Nachum, 2000). Cost-saving is the most common incentive when offshoring occurs, 

companies can benefit from the lower resource costs such as labor costs, lower wages, tax 

advantages, tariff barriers and government incentives (Metters & Verma, 2008). In some 

studies, offshoring is known as a cost-reduction strategy. For instance, (Chua & Pan, 2008, p. 

267) have mentioned offshoring as “the trend where companies look for cheaper offshore 

resource options to reduce their baseline costs''. Concerning resource-seeking, companies can 

leverage the low wages, skilled employees, access to quality, specialized, educated and 

knowledgeable laborers that are unavailable or too expensive in the home location (Farrell, 

2005). As key strategic drivers, access to highly skilled talent emerging and soft infrastructures 

such as business and telecommunication are factors of resource-seeking (Doh, 2005). Also, 

companies can take the opportunity offshore for flexibility motives such as differences in labor 

laws (Farrell, 2005) and allow the company to contract specialized offshore providers who can 

decrease or increase resources to meet project needs (Doh, 2005). Whatever the ultimate goal 

is, to achieve a competitive advantage, firm-specific resources, such as human capital, should 

be strategically leveraged and deployed (Sirmon et al., 2008). Hence, the success of OS 

implementation depends strongly on the attitudes, performance, and behaviors of the 

destination organization’s human resources (Bono et al., 2013; Kuruvilla & Ranganathan, 

2010; Sirmon et al., 2008). 

 

Studies on international business have shown a range of level processes in which employees 

influence offshoring collaborations due to culture, physical distance, and institutional 

differences. Limited research has shown the dynamics between the individual and social 

processes between onshore and offshore employees and has revealed a dissonance between a 

firm’s intention to offshore some tasks of a business unit and the extent to which onshore 

employees support this relocation. In some cases, onshore employee reactions involve fear of 

losing jobs, withhold effort and tasks, critiques of offshore counterparts, and doubts on the 

feasibility of the offshoring plans hindering the endeavor in the knowledge transfer 

(Zimmermann & Ravishankar, 2016).  

https://paperpile.com/c/Di4bpH/LVxK
https://paperpile.com/c/Di4bpH/Y9Vh
https://paperpile.com/c/Di4bpH/G1oc
https://paperpile.com/c/Di4bpH/G1oc
https://paperpile.com/c/Di4bpH/gv6x
https://paperpile.com/c/Di4bpH/G1oc
https://paperpile.com/c/Di4bpH/gv6x
https://paperpile.com/c/Di4bpH/zRlt
https://paperpile.com/c/Di4bpH/zRlt+4o0P+SOv7
https://paperpile.com/c/Di4bpH/zRlt+4o0P+SOv7
https://paperpile.com/c/Di4bpH/6vRx


 

 9 

 

As part of the multinational companies (hereafter MNCs) success, organizational practices 

such as effective knowledge sharing have significant implications and the mainstream of 

literature has focused on one direction from headquarters to subsidiaries. Knowledge transfer 

has been referred to as the bidirectional process in which two or more actors contribute to 

knowledge sharing (Jensen & Szulanski, 2004; Zimmermann & Ravishankar, 2014). In this 

process of transferring a specific type of knowledge from one unit  (group, department, 

division) to another and how one unit is influenced by the experience of another (Argote & 

Ingram, 2000) organizations face challenges, difficulties, risks, and costs associated with the 

process, in which achieving success of knowledge transfer process between onshore and 

offshore is not easy to realize (Chen et al., 2013). Several offshored activities are connected to 

domestic processes and demand complex coordination (Srikanth and Puranam, 2011), in which 

decision-makers are subject to bounded rationality (Larsen et al., 2013) due to the difficulty to 

predict the unanticipated cost. Therefore, in the offshoring context, we refer to hidden costs as 

additional, unaccounted-for expenses beyond the initial estimations causing an impact in the 

offshoring project (Larsen et al., 2013). In this relocation process of value chain activities, 

hidden cost arises from the unexpected and unknown needs such as extensive knowledge 

transfer, training and coaching, and performance monitoring of offshore units (Larsen, 2011). 

In this sense, managers have a key role in being in charge of the effective transmission of 

knowledge towards avoiding hidden costs between locations. Moreover, managers have a 

strong commitment to work as ambassadors between top management and the lower level, 

between teams that make an organization and its collaboration partners function effectively 

(Osterman, 2009). In this paper, we refer to managers as senior and supervisory staff that 

address the running details (Collins, 2009) and that have been involved in the implementation 

of the OS.  

 

1.2 Choice of topic  

As part of the business changes and its evolution concerning service processes, offshoring of 

services has gained important attention and has been growing worldwide. The changes from a 

managerial viewpoint of services were the first step to offshoring and its roots include a blend 

of different factors such as a new view of business processes, governmental regulations, 

technological advances, and international historical relationships. Considering this globalized 

https://paperpile.com/c/Di4bpH/DObr
https://paperpile.com/c/Di4bpH/DObr
https://paperpile.com/c/Di4bpH/yVgM
https://paperpile.com/c/Di4bpH/VA2m
https://paperpile.com/c/Di4bpH/i1Nr
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environment where we are standing and multinational corporations trying to meet market 

needs, after some research the authors discussed the relevance and value of the topic for their 

professional future. The topic caught the author´s attention as it covers some organizational 

areas in which they have some expertise, making it more interesting to be analyzed with the 

supporting feature of real-life experience. Besides, both authors with different cultural 

backgrounds and living in Sweden are sharing the same goal towards working in an 

international environment and being inspired by one of the courses of the master program, they 

saw an opportunity to gain practical experience through a case study where the knowledge 

acquired can be exploited and used empirically in an organization. 

 

1.3 Problem formulation  

Offshoring of services (OS) has been rapidly developed over the past years involving a wide 

range of knowledge and service-related work (Youngdahl & Ramaswamy, 2008). Its 

development with a growing maturity is a trend forming part of a transformational global 

sourcing strategy that is at the core of value creation enhancing its activities. Different research 

fields such as international business, information systems, strategic management, and 

organizational behavior have emphasized how offshoring activities create knowledge benefits, 

cost savings, and transaction costs (Zimmermann & Ravishankar, 2016). Scholars, 

practitioners, and policymakers have been attracted by the service offshoring phenomenon and 

several mixed studies have been conducted varying from an array between conceptual, 

empirical, and case studies. Thus, researchers have investigated the offshore location choice 

(Hätönen, 2009; Pisani & Ricart, 2016) offshoring of value chain activities (Schmeisser, 2013), 

OS firm drivers (Pisani & Ricart, 2016; Roza et al., 2011), OS environmental drives (Lewin & 

Zhong, 2013), and diversification of service activities (Lewin & Peeters, 2006). Moreover, 

other studies have focused on specific aspects of OS and based their researches on various 

fields such as the relocation of knowledge-intensive services (Martínez-Noya & García-Canal, 

2011), IT-enabled service providers (Søderberg et al., 2013), OS processes, resources, and 

capabilities (Peeters et al., 2014), services offshoring attributes (Jensen & Pedersen, 2012), and 

services offshoring outcomes (Larsen et al., 2013).  

 

In the last decades, the OS research field has mostly focused on the attributes of the OS from a 

firm-level perspective (macro-level). According to Jensen (2009), firms that have implemented 

https://paperpile.com/c/Di4bpH/33xVu
https://paperpile.com/c/Di4bpH/6vRx
https://paperpile.com/c/Di4bpH/uQsnv+l3vF
https://paperpile.com/c/Di4bpH/U5GdY
https://paperpile.com/c/Di4bpH/V0f1+l3vF
https://paperpile.com/c/Di4bpH/Rdybm
https://paperpile.com/c/Di4bpH/Rdybm
https://paperpile.com/c/Di4bpH/VmyBL
https://paperpile.com/c/Di4bpH/4IA28
https://paperpile.com/c/Di4bpH/4IA28
https://paperpile.com/c/Di4bpH/nZP1Q
https://paperpile.com/c/Di4bpH/GT34v
https://paperpile.com/c/Di4bpH/Wpmhx
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OS obtain capabilities through the experience while Manning (2014) emphasizes that 

capabilities are developed through the challenges faced through the OS implementation 

depending on the resources available in a more nuanced way where the offshoring decision is 

to tolerate, mitigate and relocate. These scholars have assessed the independent and dependent 

variables of the OS and its outcomes from the macro-level but they are not considering the role 

of the micro-level as a part of the business relationship. A few studies have investigated 

individual and team processes (micro-level) in which social dynamics between onshore and 

offshore employees determine the degree where onshore employees support transferring tasks 

offshore in practice. Although the limited research conducted on the micro-level processes 

within OS, onshore and offshore employee motivational and collaboration processes have 

captured scholar’s attention (Zimmermann & Ravishankar, 2016), while other studies have 

focused on conflicts that arise among destination employees and turnover intention (Woodard 

& Sherman, 2015), Similarly, Mattarelli & Tagliaventi (2015) argue that diversification 

between professional identity and offshore allocated tasks motivates job dissatisfaction among 

offshore employees, leading to turnover or job crafting behaviors. For instance, Sidhu & 

Volberda (2011) and Van Marrewijk (2010) considers global coordination of business unit 

levels and cooperation between front-office onshore and back-office offshore employees, and 

(Jensen & Nardi, 2014) bring the word ‘culture’ as a challenge of cross-national teamwork. A 

relevant component within the micro-level processes being part of the implementation of the 

OS strategy is knowledge transfer and it plays a key role influencing effective coordination of 

tasks among the organization’s units and consequently affecting the offshoring productivity 

and performance (Gerogiannis et al., 2017; Sidhu & Volberda, 2011).  

 

As MNCs have been involved in transferring knowledge from onshore-offshore and vice versa 

to gain cost advantages, standardization, and service development, some challenges arise to 

break the constraints caused by cultural and physical distance. Scatter in environments, global 

teams are characterized by heterogeneous elements such as culture and language where they 

have to cope to achieve team and organizational goals relying on the permanent exchange of 

information, high collaboration and trust (Presbitero & Toledano, 2018). In this sense, firms 

encounter assorted offshoring implementation challenges in which the knowledge transfer 

process can be affected (promoted or hindered) by the networks created between the different 

departments and business units and the employee’s behavior and willingness to participate 

actively. In the unanticipated organizational needs, knowledge transfer can be more costly than 

expected and constitute a hidden cost related to the redesigning and relocation of processes and 

https://paperpile.com/c/Di4bpH/6vRx
https://paperpile.com/c/Di4bpH/6j9n+5bQY
https://paperpile.com/c/Di4bpH/YGWh
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tasks (Larsen et al., 2013). In this sense, managers are in charge of orchestrating a new value-

creating system by reconfiguring activities across different locations requiring additional 

coordination efforts to achieve efficiency across the global organization. This allows the 

knowledge transmission more effectively between onshore-offshore locations through active 

communication to overcome the hidden costs. 

 

Companies that engage in internationalization activities as part of their strategic decisions such 

as offshoring, experience hidden costs during its implementation influencing a firm’s 

performance. In this order, we argue that analyzing the hidden cost of the knowledge transfer 

from different managerial levels and perspectives contributes to fill a gap and enrich the OS 

literature from the experience of a case study. Therefore, we focus on the micro-level where 

the firm is facing the challenges of integration and coordination during the implementation of 

the captive offshoring strategy through the lens of the managers in a globally organized 

company. For confidentiality purposes, the company’s name has been anonymized and will be 

called MirYa (a pseudonym). 

 

 

1.4 Purpose  

The purpose of this thesis is to explore the hidden costs in the knowledge transfer as part of the 

OS implementation from a multi-level managerial perspective.  

 

1.5 Research question 

RQ 1: How can the hidden costs in the knowledge transfer process of the OS strategy be 

conceptualized from a managerial perspective? 

 

RQ 2: How do different managerial levels acknowledge the “known and unknown” hidden 

costs of knowledge transfer in the OS strategy? 

 

https://paperpile.com/c/Di4bpH/Wpmhx
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1.6 Company background 

As mentioned before, this research will be conducted as a case study. The chosen company 

MirYa1 is well suited for a case study of the OS as over the time the company has been involved 

in offshoring of its customer service, transport management, and operational planning. In 2014, 

MirYa started with the planning of its first offshoring project as an initial step to building one 

big hub in Europe for its supply chain. MirYa’s subsidiaries in Iberia (Spain and Portugal), 

France, UK, and Benelux were the first countries to move to Landskrona (Sweden). The 

company was growing and with the need for a larger space, they relocated to Malmö with 

improved facilities for the coming countries and also to be closer to Copenhagen international 

airport facilitating access to visitors. After three years of the full establishment of the Malmö 

office, the company engaged in a new relocation taking advantage of the country conditions, 

this time Vilnius (Lithuania) was chosen bringing not just the Malmö office but the remaining 

countries such as Germany, and Poland among others. This new hub is in charge of handling 

the orders, shipments, and coordinating all the deliveries to customers in Europe. In this sense, 

MirYa has built its Supply Chain business center in Europe with the involvement of 

reconfiguring activities, redesigning task allocation, and transmitting the knowledge across the 

regions into one hub. Following a company presentation. 

 

MirYa is considered a global company in the crop nutrition industry with its integrated business 

model. It is not just a leading company in the crop nutrition business with a premium fertilizer 

position and a major market presence but it is also involved in chemical and environmental 

solutions with business units working on animal nutrition, and AdBlue among others. MirYa 

possesses a worldwide presence operating over four continents and sixty countries such as 

America (United States, Mexico, Colombia, Brazil, etc), Europe (France, Germany, and 

Denmark, etc), Africa (Tanzania, Kamerun, etc), and Asia (India, Thailand, etc), with around 

16,000 employees spread all over the world. The company has recorded reliable returns by 

selling to 150 countries.  

 

 

 

 

___________________________________________________________________________ 

1 For confidentiality purposes, the company’s name has been anonymized and will be called MirYa (a pseudonym).  
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1.7 Outline of the thesis 

The six chapters of this research are presented below.  

 

1. Introduction. The introduction presents the background of offshoring and the hidden 

cost involved in the knowledge process, followed by a problem formulation, the 

purpose, and the research questions of the thesis. Thereafter, the company background 

is presented. This chapter ends by presenting the structure of the research  

 

2. Theoretical framework. The theoretical framework presents the main theories of the 

research based on previous research, which are the resource-based from the firm 

perspective, the knowledge-based view, social capital, and social cognitive theory. 

Concluding the chapter with the presentation of our research model.  

 

3. Method. This chapter presents the research philosophy, research approach of the thesis, 

followed by the choice of methodology,  choice of theories, a critique of the sources, 

and time horizon. Moreover, it includes a research strategy, data collection, sample 

selection, interview guide, and questionnaire. Finally, the tools used for data analysis 

are presented, followed by the validity and reliability of the data and ethical 

considerations. 

 

4. Findings. This chapter includes data collection and findings that are organized around 

meaningful themes from the interviews with different managerial levels.  

 

5. Discussion.  The discussion chapter reflects on the theoretical framework and the model 

presented in chapter two, aiming to analyze previous research and theories together 

with data collected. Concluding the chapter with a summary and presenting the new 

model based on the findings. 

 

6. Conclusion. In this final chapter, the authors present an overall discussion and wrap up 

a general conclusion of the thesis. Followed by theoretical contribution and managerial 

implications. Finally, the limitation of the thesis will be presented, followed by 

suggestions for future research. 
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2. Theoretical framework 

This chapter presents the theoretical framework based on previous research and literature. It 

starts with a review of the OS drivers involving the resource-based view as a theoretical 

approach providing a firm perspective in which intangible assets such as knowledge are a 

source of competitive advantage. Following the relevance of transferring knowledge in the OS, 

context is presented from the knowledge-based view lens with the integration of social capital 

and the social cognitive theory. Thereafter, a research model for this research is introduced 

encompassing the theoretical framework above mentioned.  

 

2.1 Drivers of OS 

To frame the purpose of this study, we start by addressing a broader view of the offshoring 

phenomenon from the firm perspective (macro-level), exploring the drivers that motivate the 

company to relocate processes and activities understanding the strategic decision of an MNC 

(Larsen et al., 2013). Even though the purpose of this thesis will focus on the micro-level which 

relates to the social dynamics between processes, it is relevant to comprehend the macro level 

as a mediator in the relation of the business level strategy and its outcomes. Likewise, the 

macro-level encompasses the OS strategy and its results are associated with the micro-level 

processes in terms of the interactions and actions between managers and employees towards 

implementing the strategy (Felin et al., 2015). 

 

As offshoring has focused on the business relocations functions it has been considered as a 

strategy within managerial practices with its roots in the seventies (Roza et al., 2011). Scholars 

have contextualized OS as a part of the broad field of International Business and it has been 

used as a method to enhance the firm's systems towards efficiency by supporting business 

operations performing in foreign countries certain activities and by using comparative 

advantages of other countries (Mihalache & Mihalache, 2016).  

 

Environmental drivers are associated with globalization as it has accelerated technological 

advancements and the entrance of new markets has increased competition leading to a more 

turbulent environment. Therefore, companies are restructuring their value chain activities to 

redeploy essential resources in core areas, gaining more flexibility, access to large markets, 

https://paperpile.com/c/Di4bpH/Wpmhx
https://paperpile.com/c/Di4bpH/wNiE
https://paperpile.com/c/Di4bpH/V0f1
https://paperpile.com/c/Di4bpH/xmVX
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suppliers of raw materials, human resources, and business partners. However, physical, 

geographical, cultural, and temporal dispersion barriers have been conquered by continuous 

technological change (Kedia & Mukherjee, 2009). Furthermore, Nachum & Zaheer (2005) 

found that companies are motivated to invest abroad, due to the technological developments 

that provide lower costs of distance, especially in companies that are highly information 

intensive.  

 

Regarding the firm drivers, the OS  literature shows that cost reduction and greater efficiency 

are the primary reasons behind OS implementation. In recent research, there is a broader 

spectrum of motivations that drives OS, for instance, looking at the competitors, decisions to 

go offshore imitating rivals contribute with the inception of OS clusters in specific locations. 

Experiential knowledge is an important driver of OS practices in which companies adopt a 

progressive approach in their learning process by doing and then reducing the uncertainty when 

relocating more complex functions (Hätönen, 2009; Pisani & Ricart, 2016). Grappi et al., 

(2013) distinguish offshoring decisions based on the targeted strategies where access to 

knowledge and skilled people and exploitation of foreign markets have gained relevance. 

According to Dunning (1993), there are four main reasons for MNCs to go abroad, (1) resource 

seeking to access to raw materials at a moderate cost, cheaper semi-skilled or unskilled labor 

or to obtain more technological capabilities, (2) market seeking to reach goods and services to 

markets in the region, (3) efficiency-seeking; rationalizing production with affiliations within 

the region to specialize product or supplies for the specific market, and (4) strategic asset and 

capability seeking to keep a long term position the firm needs to acquire and enhance existing 

assets and capabilities to maintain their competitive advantage. Although offshoring is a 

legitimate business decision their practices, in general, have been questioned by researchers as 

it raises many moral and ethical reactions in society not just for losing jobs but also for the 

decrease in quality and data security which exerts influence from the customer perspective 

(Grappi et al., 2013). 

 

To understand the international operations of MNCs, the resource-based view (hereafter RBV) 

approach has been used to explain the OS phenomenon (Kogut & Zander, 1993; Williamson, 

1999). The offshoring process following an internal business strategy can reflect a successful 

outcome of resource management and can be represented on the firm-level capabilities as 

envisioned in the RBV theory. The RBV is a theoretical approach developed by (Barney, 1991) 

that identifies the capabilities and resources of a firm that are needed to succeed in OS 
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implementations (Bunyaratavej et al., 2011). Barney (1991) argue that firm resources 

encompass capabilities, organizational processes, assets, knowledge, and information that 

enable a firm to control, conceive and implement strategies efficiently and effectively to take 

advantage of opportunities and avoid risk caused in external environments. In this sense, RBV 

perceives the firm as a bundle of imperfectly imitable resources and capabilities that builds a 

basis for a successful competition against other firms, therefore using human, physical, and 

organizational capabilities and resources firms allowing better performance (Kedia & 

Mukherjee, 2009). The work of Kedia & Lahiri (2007) uses the RBV model to present critical 

knowledge-intensive services that expose distinctive capabilities and complementary resources 

for successful execution on a firm’s value creation. Scholars have acknowledged some 

limitations of this theoretical approach, the RBV is helpful to examine the context in which 

firms have acquired ownership advantages but to some extent have been considered static with 

reduced explanatory power for greater disaggregation levels that may weaken firm specific 

resources and competencies (Doh, 2005; Pisani & Ricart, 2016). 

 

Due to the increased transactional cost of the offshore process and the geographical distance, 

challenges, cost, and risk increase in the same proportion. Thus, the relation between the macro 

and the micro-level can be referred as the risks and costs related to locating activities in foreign 

countries. Two essential types of risks arise; strategic and operational risks. Referring to 

Mihalache & Mihalache (2016), the strategic risk from the macro-level is related when the 

company cannot compete in their market and due to difficulties of knowledge transfer from 

onshore to an offshore location, the home operations may fail to stay in the line of 

developments and experience diminishing capabilities in the long term. And the operational 

risks arise from the geographical distance between onshore and offshore operations and 

comprise direct and indirect. Direct such as an increase in wages level, currency fluctuations, 

higher personal turnover, political troubles (Hahn et al., 2009) and indirect risk from the micro 

level and also called “hidden costs” or “invisible costs” refers to communication and 

coordination problems due to physical, linguistic, cultural, legislative distance between onshore 

and offshore (Ravichandran & Ahmed, 1993), and internal stakeholders, particularly 

employees are influenced by the risk of offshoring (Den Butter & Linse, 2008). The hidden 

cost of offshoring research has been related to three streams. The first stream considers the 

influence of hidden costs on the financial value of offshoring. The second stream relates to the 

hidden cost of strategic choices of outsourcing internationally. We focus on the third stream, 

as it is associated with the hidden cost in redesigning, relocating, and coordinating processes 
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and tasks within a value-creating system. In this sense, hidden cost arises from the unforeseen 

need for extensive knowledge transfer among others (Larsen, 2013). 

 

2.2 Knowledge transfer in OS context 

“A product of human reflection and experience. Dependent on context, knowledge is a 

resource that is always located in an individual or a collective, or embedded in routine or 

process. Embodied in languages, stories, concepts, rules and tools, knowledge results in an 

increasing capacity for decision making and action to achieve some purpose” 

(De Long & Fahey, 2000, p.114)  

 

Following our purpose with a special focus on the micro-level, where individuals and team 

processes are part of the reconfiguration of the organization's value chains, the knowledge 

transfer plays a key role in the OS implementation strategy since knowledge is the main 

intangible asset of a firm. The Knowledge-Based View (hereafter KBV) approach is applicable 

to understand the relation between the offshoring strategy and the firm-level outcomes. The 

inherent ideas of knowledge access and transfer make it relevant for most offshoring decisions. 

 

To explain how the knowledge is transferred between onshore and offshore teams Carlile 

(2002) proposes a model that consists of three phases of knowledge boundary. The first phase 

is the transfer of syntactic knowledge; this phase comprises knowledge centralization, project 

initiation, explicit knowledge impartation, and evaluation of knowledge acquisition to build a 

common lexicon between onshore and offshore teams and makes sure whether the explicit 

knowledge is adequately obtained by offshore members. Moreover, the term Transferability in 

the resource-based view of the company perceives the transferability of a firm's resources and 

capabilities as a critical factor to achieve a sustainable competitive advantage (Barney, 1986). 

Therefore, transferability is important between firms and within the firm. Grant (1996) 

classified tacit knowledge with knowing how and explicit knowledge with knowing about in 

which tacit and explicit knowledge can be distinguished in transferability across individuals, 

space, and time, and explicit knowledge is explained through its communication while tacit 

knowledge is explained through its application. Thus, if tacit knowledge can only be observed 

through its application and accomplished through practice, this leads to a slow, costly, and 

uncertain transfer process among people (Kogut & Zander, 1992). The second phase is 

https://paperpile.com/c/Di4bpH/CnbE
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transforming pragmatic knowledge; this phase consists of interaction between teams, 

knowledge interpretation, and includes an evaluation of knowledge assimilation to build a 

common meaning of the tacit knowledge and makes sure whether the tacit knowledge is 

sufficiently assimilated by offshore members. The last phase is translated semantic knowledge; 

this phase consists of prototyping, interest negotiating, knowledge conversion and knowledge 

application, the three common interests of the employment of knowledge between onshore and 

offshore teams are created and sufficiently applied to daily work activities.  

 

From a theoretical perspective, knowledge transfer could be explored with the use of 

knowledge-based view theory (KBV)  that was developed by Grant in 1996. He has defined 

knowledge, “that which is known” due to the different types of knowledge that are relevant to 

the firm (Grant, 1996, p. 110). The KBV theory emphasizes the role of primary actors in the 

creation and application of knowledge such as organizational members  (Grant, 1996). 

Referring to Grant (1996), the essential task of the company is to coordinate the efforts of many 

specialists to achieve efficiency. However, even sharing common goals, still, companies face 

problems in achieving effective coordination. Thus, the importance of common knowledge that 

allows individuals to share and integrate characteristics of knowledge that is not common 

between them. Several types of common knowledge fulfill different roles in knowledge 

integration: Language;  the presence of a mutual language is essential to the integration 

mechanisms such as verbal communication between individuals, integration through rules, and 

integration through problem-solving and decision making.  Other types of symbolic 

communication such as a single tongue can enhance the intensity and efficiency of 

communication. The commonality of specialized knowledge: achieving communication-based 

modes of knowledge integration depends on the extent of commonality in their specialized 

knowledge. Shared meaning: communication-based modes of knowledge integration requires 

the conversion of tacit knowledge into explicit form. This leads to a loss of substantial 

knowledge in a conversation. Recognition of individual knowledge domains: Besides shared 

understanding can ease coordinated activity,  each member should be aware of everyone else´s 

knowledge repertoire and should recognize the abilities of other members for effective 

knowledge integration. The analysis of organizational capability highlights the link between 

organizational capability and competitive advantage. The extent to which a capability is 

distinctive depends on the firm's ability to access and integrate the specialized knowledge of 

its employees. The higher the level of common knowledge among the organizational members, 

https://paperpile.com/c/Di4bpH/vICQ
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(e.g. language, shared meaning, or mutual recognition of knowledge domains) the more 

efficient is integration likely to be (Grant, 1996).  

 

The KBV has been associated with the above-mentioned RBV to communicate firms decisions 

to offshoring knowledge-intensive activities as a suggestion of reaching important goals abroad 

by accessing scarce or specialized knowledge resources. In this sense, activities that involve 

high levels of customer contact and embedded knowledge can be offshored as a way to create 

new solutions, knowledge, and expertise. Important insights of offshoring decisions have been 

studied through the KBV and RBV (Mihalache & Mihalache, 2016). Therefore, knowledge 

transfer acts as an important role in the success of offshoring projects (Avison & Banks, 2008), 

and unsuccessful knowledge transfer is considered one of the main reasons for offshoring 

initiative’s failure (Chen et al., 2013).  

 

2.3 Micro-level dynamics 

Working towards achieving the competitive advantage requires human capital as a firm-

specific resource that can be deployed and leveraged strategically, therefore interactions and 

actions between individual organizational members and teams are key actors for realizing the 

outcomes by the strategy implementation (Woodard & Sherman, 2015). Exploring this 

dynamic allows us to analyze the OS strategy implementation as an intersection across the 

macro-level (firm perspective) and the micro-level (individual and team level) (Gerogiannis et 

al., 2017). 

 

The managers as knowledge intermediaries are fundamental for the knowledge transfer process 

in the OS implementation. In their role, they can acquire, adjust, assimilate, and transform the 

knowledge that is usable and applicable, ensuring that it flows among the business unit or units. 

In this sense, the requirement for managers is to possess capabilities such as the cognitive 

ability to filter information and analyze it from different perspectives and the systematic 

knowledge to be able to understand the business functioning. Moreover, they can act as central 

connectors transmitting top-down information coming from the onshore organization 

translating into the team context being boundary spanners (Chen et al., 2013). In complex 

contexts, not all managers can achieve the desired results as they face ambiguous situations 

that require decisions and responses. In this sense, managers are subjected to the decision-
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making process to bounded rationality and uncertainty. This complexity in offshoring 

implementations creates challenges for managers as decision-makers to estimate costs of 

services relocation abroad. Hence, the presence of uncertainty and unknown connections are 

task characteristics of the complexity of the offshoring implementation (Larsen et al., 2013; 

David J. Snowden & Boone, 2007). 

 

At the individual level, it is the cornerstone of the interaction among individuals to build a 

dynamic relation that combines shared experience, shared solutions, the tacit knowledge, and 

the transferred knowledge. At the group level, the knowledge is distributed systematically 

through meetings and training and the leaders develop and expand technical and experiential 

knowledge and share it among the teams. Further, this new knowledge is applied daily at work 

(Chen et al., 2013). 

 

The knowledge transfer between onshore and offshore colleagues faces many challenges and 

difficulties (Larsen et al., 2013) and different factors affect the successful knowledge transfer 

context such as differences in time zones, climate, language, political philosophy, legal and 

regulatory regimes, culture differences (Oshri et al., 2008), the geographical distance that affect 

personal coordination mechanism (e.g. routine that promote personal interfacing) (Ambos & 

Ambos, 2009; Oshri et al., 2008), poor understanding of the origin of knowledge (Lucas, 2006), 

trust and motivation to transfer and share knowledge (Ardichvili et al., 2003; Lucas, 2006). 

Besides, close interaction with continuous informal conversations is necessary between the 

offshore and onshore teams (Jensen, 2009). Considering the constraints in the relationship 

between onshore and offshore units due to physical and cultural distance in the different 

contexts (organizational and national), the social capital is a facilitator acting as a bridge 

between the knowledge transfer and the OS strategy (Zimmermann & Ravishankar, 2014).  

 

2.3.1 Social capital and social cognitive theory 

Transfer of knowledge between onshore and offshore teams is associated with cost advantages, 

development of innovative products, standardization, and overall success of offshoring 

relationships (Zimmermann & Ravishankar, 2011).  Since the relationship between onshore 

and offshore and knowledge transfer processes face challenges and limitations, social capital 

plays an essential role in knowledge transfer in OS context. Social capital is defined as “the 
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resources embedded within, available through, and derived from an individual's or social unit's 

network of relationships” (Nahapiet & Ghoshal, 1998, p.243). Therefore, the nature of 

relationships among members plays a crucial role in facilitating or hindering the knowledge 

transfer process, through influencing employee’s ability and willingness to transfer knowledge. 

For example, trust, shared organizational identity, and close interaction improves an 

employee's willingness to be a part of knowledge transfer. Concerning the social capital 

scholars have demonstrated its importance in knowledge transfer processes in various 

organizational contexts. Referring to Nahapiet & Ghoshal (1998), they distinguish between the 

structural, relational, and cognitive dimension of social capital. Structural dimension: indicates 

the overall pattern and configuration of connection among actors. Since interaction among 

members is important for transferring tacit knowledge, the actor's ability to access and process 

knowledge is affected by spatial and cultural distances that create boundaries for interactions 

(Dibbern et al., 2008). Relational dimension: is the assets created and leveraged through 

personal relationships. This dimension includes four facets: trust and trustworthiness (is 

important for onshore team’s willingness to transfer knowledge), norms and sanctions (strong 

cooperation norms lead to strong teamwork and openness, which facilitate individual’s 

willingness to share knowledge), obligations and expectations (norms can create expectations), 

and identity and identification (individual values and standards are combined with the group,  

thus motivate individual’s potential and effort to transfer knowledge that assists in improving 

the outcome) (Nahapiet & Ghoshal, 1998). Cognitive dimension: “refers to the resources within 

relationships that provide shared representations, interpretations, and systems of meanings” 

(Nahapiet & Ghoshal, 1998, p. 244). Sharing contextual understanding, vision, culture, and 

frames of references are essential to transfer tacit knowledge (Inkpen & Tsang, 2005). 

 

Furthermore, the onshore willingness and ability to transfer knowledge can be better explained 

by combining social capital and the social cognitive theory (efficacy and outcome expectations) 

providing a platform for a deeper understanding of the knowledge transfer process 

(Zimmermann & Ravishankar, 2014). The social cognitive theory (SCT) developed by  

Bandura (1997) explains that efficacy beliefs and outcome expectations are essential 

determinants of behavior. Efficacy beliefs include self-efficacy and collective-efficacy. “Self-

efficacy is the belief in one's capabilities to organize and execute courses of actions required to 

manage prospective situations. While collective efficacy refers to the group's shared belief in 

its conjoint capabilities to organize and execute the courses of action required to produce given 

levels of attainment” (Bandura, 1997 p. 477). Efficacy beliefs in both forms (self and 
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collective) affect individual’s aim to perform the behavior, their persistence and effort with that 

behavior, and their mastery of the behavior. Moreover, SCT suggests that successful behaviors 

(e.g. activities of knowledge transfer),  lead to emphasize beliefs and effort in such behaviors 

and self-reinforcing spirals (Lindsley et al., 1995). While outcome expectations refer to the 

expected consequences of an individual's behavior. For instance, the willingness to transfer 

knowledge can be increased through positive contributions to organizational performance 

(Bock et al., 2005). Social capital, efficacy, and outcome expectations are interrelated to reach 

a successful knowledge transfer, covering knowledge transfer willingness and ability 

(Zimmermann & Ravishankar, 2014).  

 

Based on the Zimmermann and Ravishankar (2014) work it is possible to analyze the relation 

and use of the social capital and the social cognitive theory through a case study from the micro-

level perspective. This is helpful to understand the dynamics involved in the knowledge 

transfer process during the OS implementation. Additionally, it provides a guideline and 

framework that is applicable for this study in which the authors aim to explore the knowledge 

transfer process from the manager’s lens. From an in-depth study provided by German IT 

developers sharing their experiences with offshore colleagues in an Indian captive subsidiary 

unit, shows a clear understanding of how the three dimensions are interrelated and how such 

characteristics of the IT offshoring setting, particularly cultural and spatial distance, 

organizational boundaries, high turnover levels of offshore colleagues, and the need to transfer 

complex and tacit knowledge disserve social capital on all three dimensions. For instance, the 

structural dimension of social capital revealed the strength of ties and relationships were 

restricted by the physical distance between onshore and offshore teams reasoning for 

difficulties, and ease of knowledge transfer. The relational dimension of social capital is 

essential for the IT developer’s willingness and their ability to transfer knowledge, where high 

levels of mutual trust and high levels of team identity are helpful to develop open 

communication, which in turn facilitates the transfer of tacit and complex knowledge. The 

cognitive dimension of social capital affects the German respondents' ability to transfer 

knowledge. Indian and German colleagues do not have the same contextual understanding of 

headquarter strategies, software systems, customer requirements because of their different 

organizational and national environments. Besides social capital, collective efficacy and 

outcome expectations are considered important motivational factors of knowledge transfer. For 

example, the beliefs and the ability of German respondents to transfer knowledge are closely 

related to their perceptions of the Indian counterpart’s ability to absorb and process the required 
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knowledge. Moreover, efficacy is essential as far as intercultural communication is taken into 

account. To overcome intercultural communication barriers and constraints, German 

respondents spoke English or understood what they felt was the Indians' indirect 

communication style. As a part of knowledge transfer, intercultural communication ability and 

beliefs can affect the extent to which the German respondent is willing to engage in 

communication with offshore colleagues and has a direct influence on the accomplishment of 

shared team identity and mutual trust. Performance problems are explained by the difficulties 

of transferring knowledge and the expectations of desired performance outcomes are 

considered as a prime motivator of knowledge transfer. This study showed that social capital 

development together with onshore personnel’s skills and their willingness to participate and 

support the offshore team represent a crucial factor in the effectiveness of knowledge transfer. 

 

2.4 Research model 

Based on the literature review presented above, the following model (Figure 1) summarizes the 

dynamics in the knowledge transfer process during the OS implementation. Internationalization 

decisions of MNCs advocate for effective and continued organization development in which 

novel knowledge and a wide range of experiences incorporate up to date strategic management 

decisions(Bunyaratavej et al., 2011). The figure shows the OS strategy covering the offshoring 

project as a whole, it involves the decisions taken by top managers in the headquarters and it is 

where the OS strategy is conceived. Following the aim of the strategy at the micro-level, 

managers are articulating the planning, control of processes, organizational design, and task 

allocation between colleagues. In other words, they frame the offshoring strategy 

implementation towards a smooth transfer of information and knowledge to obtain the expected 

outcomes. Thus, a dynamic is created between members and their relationship can facilitate or 

hinder the knowledge transfer. In this sense, the knowledge transfer process requires effective 

actions and interactions between individual organizational actors (i. e. managers and 

employees) demanding proper coordination of tasks among onshore and offshore individuals 

and teams (Gerogiannis et al., 2017; Sidhu & Volberda, 2011). In the complexity of this 

offshoring operation, the relocation of processes can cause unexpected challenges from 

unknown situations, for instance, the need for extensive knowledge transfer, and here is where 

the hidden cost is developed as the transitional cost of reconfiguring value chain activities. 
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Figure 1: The hidden cost in the knowledge transfer process  in the OS strategy 
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3. Method  

This chapter presents the research philosophy, research approach of the thesis, followed by 

the choice of methodology, choice of theory, a critique of the sources, and the time horizon. 

Moreover, this chapter includes a research strategy, data collection, and sample selection. 

Finally, the tools used for data analysis are presented, followed by the validity and reliability 

of the data and ethical considerations. 

 

3.1 Research philosophy  

Referring to Saunders et al., (2009), research philosophy relates to the development of 

knowledge in a specific field and consists of two essential aspects of thinking, ontology, and 

epistemology. The aspect of the research reflects how the researcher observes the world. 

 

Ontology deals with the different assumptions in which the world operates. In this sense, the 

researcher is concerned with the nature and the essence of social entities to describe the reality 

(Bryman & Bell, 2015). An ontology consists of two facets, objectivism, and subjectivism. 

Objectivism explains how social entities and the world occur unrestrained from social actors, 

in other words, objectivism suggests that the world and social entities exist independently of 

perceptions of social actors (Bryman & Bell, 2015; Saunders et al., 2009). While subjectivism 

explains the creation of social phenomena through perceptions and actions of social actors 

(Saunders et al., 2009). This research adopts the subjective view, identifying how the world is 

framed in the process of construction, deconstruction, and predetermined for social actors 

(Saunders et al., 2009; Bryman & Bell, 2015). Therefore, subjectivism is reasonably preferably 

over objectivism for this research since social interaction is determined by the performing 

actions of social actors and responses toward each other (Macionis, 2009).  

 

Epistemology deals with the factors and knowledge that are acceptable in the field of the study 

(Bryman & Bell, 2015). The acceptable knowledge consists of three different categories; 

positivism, interpretivism, and realism (Saunders et al., 2009; Bryman and Bell, 2015). 

Positivism is linked to the confirmed knowledge by senses and is closely related to the natural 

sciences. In other words, positivism is when researchers test theories and provide tools for the 

development of laws. Interpretivism is concerned with the differences between humans as 
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social actors (Saunders et al., 2009). It is about understanding the actions of humans and 

suggests that knowledge is based on understanding and interpretation (Bryman & Bell, 2015). 

Realism refers to the human interpretation, what the human interprets in the situations 

combined with senses (Saunders et al., 2009). From an epistemological point of view, this 

research adopts interpretivism to understand human actions focusing on actors, in this study, is 

employees. Positivism and realism do not fit for this study, because positivism criticizes 

interpretivism and since the study does not focus on forces that act on human action, instead 

focuses on the actual human action. Similarly, regarding realism, this study does not focus on 

human interpretation and senses.  

 

3.2 Research approach  

The research approach is connected to the research philosophy. Three different approaches 

exist: deductive, inductive (Saunders et al., 2009), and abduction (Patel & Davidson, 2003). 

The deductive approach refers to developing hypotheses based on theories and testing them. 

The inductive approach refers to the collection of empirical data leading to the development 

and building of theories and the discovery of new concepts (Saunders et al., 2009). The 

abductive approach is a combination of the inductive and deductive research approaches. Its 

advantage is to lower the risk of the two approaches by combining them (Saunders et al., 2009; 

Patel and Davidson, 2003).  

 

This research adopts the abduction approach, combining the characteristics of deductive and 

inductive where previous literature is used together with empirical data. Moreover, in line with 

the epistemology and interpretive view, the researchers already have an understanding of the 

topic. This research does neither adopt an inductive nor a deductive approach since the purpose 

is not to test theories.   

 

3.3 Choice of methodology  

Considering the purpose of this thesis in which the authors are aiming to explore the hidden 

cost of the transfer knowledge process during the OS strategy implementation, the qualitative 

method is appropriate as it allows data collection and analysis techniques that can provide 

description based on their interpretations for the understanding of different views and 
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perspectives of key participants. Although quantitative methods have been recognized for 

survey-based data collection and research towards generalization and testing theory it will not 

give thorough answers. With its focus on numbers, it has been used for studies that required 

more structure and statistics which can be effective for showing evidence, organizing data, and 

summarizing findings (Bryman & Bell, 2015; Shah & Corley, 2006). In this sense, the 

quantitative method is not proper for this exploratory research.  

 

As part of the interpretive philosophy, a qualitative method is a holistic approach that allows 

the finding of new ideas and builds and tests a theory. The main benefit from the qualitative 

method is that it lets the researcher develop higher levels of details and involvement in the 

current experience, the discovery of new relationships and the comprehension of complex 

processes that illustrates the influence of the social context (Creswell, 1994; Shah & Corley, 

2006). To get an in-depth understanding of the phenomenon, the data collection for qualitative 

methods grants the significance to words and the insights of social interaction through the 

interview experience capturing human behavior and body language (Guba & Lincoln, 1994). 

Therefore, the authors consider that a qualitative method is most suitable for the development 

of the purpose as an exploratory approach which is useful to acquire knowledge about a topic, 

being flexible and allowing adaptation in the search for new information. 

 

3.4 Choice of theory 

The chosen theories for this study are the resource-based view (RBV), knowledge-based view 

(KBV), the social capital approach and the social cognitive theory to frame a conceptual and 

scientific-based structure. Their combination provides a holistic perspective to the 

understanding of the OS phenomenon within an organization.  As conventional management 

theories, the RBV has been widely used to explain the development and review of the 

challenges that have emerged in the offshoring strategy (Pisani & Ricart, 2016). The RBV 

looks at the organization’s resources that include capabilities, organizational processes, assets, 

knowledge, and information that allow the firm to control, conceive and implement strategies 

efficiently and effectively to take advantage of opportunities (Barney, 1991). Also, the 

knowledge integration presents an essential resource of the firm and the KBV theory explores 

the role of primary actors (organizational members) in the creation and application of 

knowledge (Grant, 1996). The KBV has been also associated with the RBV to communicate 
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firms decisions to offshoring knowledge-intensive activities as a suggestion of reaching 

important goals abroad by accessing scarce or specialized knowledge resources. In this sense, 

the theories are interconnected allowing the authors to comprehend and analyze the OS through 

the case study. Moreover, to better understand the actor's behavior and performance towards 

knowledge transfer is fundamental to use the social cognitive theory that explains efficacy 

beliefs and outcome expectations as essential determinants of behavior (Bandura, 1997) 

alongside social capital (Naphiet & Ghoshal, 1998). These theories identify the nature of 

relationships among members leading to facilitate or hinder the knowledge transfer process, 

through influencing employee’s willingness and ability to transfer knowledge. 

 

3.5 Critique of resources  

This thesis is grounded on a thorough selection of literature that is representative of the subject. 

The review encompasses scientific and peer-reviewed articles that included conceptual and 

other empirical ones, with the use of search engines such as Summon of Kristianstad University 

and Google Scholars. For an appropriate selection of articles, it was relevant the use of the 

‘Academic Journal Guide 2015 - ABS’ that includes a list of quality journals that have been 

ranked by expert judgments in which the publications were assessed with statistical information 

related to the number of citations, to obtain reliable and trustable research information. The 

guide provides a classification of journals into four categories plus a distinction category 

considering methodological sources of evidence such as assessment of leading researchers, 

citation impact, and quality standards. The ranking grade of journals goes from number 1 

(published recognized research with modest standards in their field), 2 (original research 

published of an acceptable standard), 3 (well-executed research and highly regarded), 4 (best-

executed and most original research), and 4* (with distinction are world-wide recognized 

journals characterized by its excellence). 

 

In addition to the selection of articles, the use of textbooks has enriched the theoretical 

framework with more practical information towards growing the material presented. Regarding 

offshoring, the book ‘The Economic Institutions of Capitalism: Firms, Markets, Relational 

Contracting’ by Williamson (1985) was used to present the basis of the TCE theory. To 

complement the social cognitive theory the book ‘Self-efficacy: the exercise of control’ by 

Bandura (1997) was useful for explaining the main elements of human behavior.   
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3.6 Time horizon 

The time horizon is the length of time over which this study is conducted. The time horizon 

consists of two different types; cross-sectional and longitudinal (Saunders et al., 2009). In 

cross-sectional studies, researchers study certain phenomena within a specific period of time 

mainly due to time constraints (Saunders et al., 2009). On the other hand, longitudinal studies, 

researchers can study change and development over a longer period (Bryman & Bell, 2015).  

 

For this study, a cross-sectional study is most suitable, considering that the thesis is written 

within a limited period of ten weeks, between March 30th and June 2nd. Besides, a cross-

sectional study is more relevant since it is in line with the purpose of this study, exploring the 

challenges in the social interaction at one point in time and not how the social interaction is 

changed or developed over a longer period (Saunders et al., 2009).  

 

3.7 Research strategy  

The research strategy is a general plan showing how the researchers will answer the research 

questions, through choosing one of the six different research designs such as survey, 

experimental research, comparative research, case study, action research, and observational 

research (Saunders et al. 2009). As mentioned in the above section, this study adopts 

interpretivism as a research philosophy, an exploratory approach and a case study strategy 

helping the researchers to achieve an in-depth understanding of a phenomenon in its natural 

context (Saunders et al., 2009). As Stuart et al., (2002, p.421) have mentioned that “Case 

studies should not be seen as methodology appropriate only for understanding and the 

preliminary stages of theory development. Because of the observational richness they also 

provide a means of refutation of, or extensions to, existing concepts”.  

 

Giving the development of an exploratory purpose, in which the authors are aiming to explore 

the hidden costs in the knowledge transfer as part of the OS implementation from a multi-level 

managerial perspective (Yin, 1994) adopting a qualitative single case study is useful to build a 

narrative, providing a complete and rich insight into the knowns and unknowns that the 

managers faced during the knowledge transfer in OS implementation.  In this sense, it is 

https://paperpile.com/c/Di4bpH/ZiJs
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essential to gather empirical data that capture different dimensions and perspectives from 

different managerial levels. Thus, enabling the researchers to gather data that provides in-depth 

analysis following the phenomenon within its real-life context. We adopted a single case study 

as it is useful to establish theoretical relationships allowing a rich description and understanding 

of the subjects, therefore, the researchers can analyze the data with their abilities examining 

themes and identifying similarities and differences across the case. MirYa is well suited for a 

case study of the OS as over the time the company has experienced offshoring projects in the 

last years, reconfiguring its activities and transmitting the knowledge across the world as it was 

explained in section 1.6. We carried out a qualitative case study to solicit respondent’s accounts 

of knowledge transfer procedures in a real-life context for their particular offshoring setting. 

 

Moreover, an experimental design is not suitable since social interaction is a natural behavior 

of human beings and it is problematic to achieve a satisfactory level of control (Bryman & Bell, 

2015). Likewise, the comparative design is not relevant because of choosing a single case study 

and not a multiple case study that has an embedded approach and unit of analysis (Saunders et 

al., 2009).  

 

3.8 Participant selection 

Several methods can be used to identify the sample. Since we adopt the qualitative approach, 

we choose the purposive sampling. Referring to Bryman & Bell (2015), purposive sampling is 

an objective way for researchers to sample participants strategically to select participants that 

are most applicable and suitable to the research, which will provide the most relevant data for 

the research. This method allows the researchers to choose participants who are most relevant 

to the topic chosen to collect detailed and valid information.  

 

The research question can provide a guideline for the categories that are needed to be sampled 

(Bryman & Bell, 2015). In this case, the people needed to be sampled are managers at different 

managerial levels to get input from different perspectives. To get adequate insights based on 

previous experiences, it was needed to reach the right people. Through an initial contact with 

MirYa’s CEO, the first filter was that the participants have been part of at least two relocation 

projects in the company. He proposed team leaders and business unit coordinators. 

Additionally, the researchers thought that it was important to include a sales manager for 

another country division and the supply chain manager of a previous relocation project. Then, 
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the researchers contacted the people and most of them accepted to be part of the research. 

Consequently, while the interviews were conducted the suggested other colleagues. This is 

called snowball sampling which is a sampling technique in which the sampled participant 

proposes and suggests other participants who have had the experience relevant to the research 

(Bryman & Bell, 2015). The eight interviews were conducted from the 5th of May until the 

21st of May 2020. Following figure 1 represents the conceptual map of the different managers 

that were interviewed. The managerial levels have been categorized based on the position but 

it doesn't represent the real hierarchy inside the company as they belong to different 

organizational units.  

 

 
Figure 2: Multi-level managers conceptual map 

  
  

3.9 Data Collection  

The authors have chosen interviews with the selected respondents as a primary data from the 

study, providing the authors with a wider knowledge and understanding of the subject. This 

choice is in line with the philosophical view, research approach, and design of the study. This 

method encourages the respondents to express their point of view, share their experience, 

allows them to express their themes and opinion on the topic, and helps to gather information 

as much as possible (Bryman & Bell, 2015). An interview is a form of gathering information 

that is suitable for a qualitative approach in this paper and this leads to a more extensive result 
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than surveys would do. Moreover, the possibility to ask follow-up questions in this approach 

gives the researchers more clarification and gains further information.  

 

Another alternative for data collection is focus groups, which is a type of interview with several 

participants (Bryman & Bell, 2015). However, for the development of the purpose of this study 

in which the different perspectives are needed, individual interviews are suitable as they 

provide more accurate and in-depth information creating privacy between the interviewee and 

interviewer. Thus, the data obtained in the focus group can be difficult to organize and analyze, 

and therefore the authors have regarded this option of data collection. Additionally, due to the 

current context (covid-19) in which gatherings are limited it is safer and preferable to conduct 

one-to-one online meetings via skype and Microsoft teams. 

 

To facilitate the understanding of the subject, a semi-structured interview model is chosen 

because it provides more accuracy, fewer errors, and less probability of losing data compared 

to the self-completion questionnaire (Bryman & Bell, 2015). Moreover, this approach gives 

more flexibility to the interviewer since flexibility is necessary to ask additional questions 

regarding the topic (May, 2011). To avoid bias, the interview is audio recorded with the 

permission of the respondent. Table 1 shows the data collected through interviews with 

managers in MirYa with the respective date and time. 

 

 

Type Date Position Minutes 

Online meeting May 5, 2020 CEO for Sweden & 

Sales manager  

45:44 

Online meeting May 6, 2020 CS Coordinator 46:16 

Online meeting May 7, 2020 Team Lead SAP and 

Business Support 

43:25 

Online meeting May 12, 2020 Sales Manager for 

Iberia 

47:38 

Online meeting May 12, 2020 Business Support 

Manager 

47:10 

Online meeting May 13, 2020 Team Lead TM 56:03 

https://paperpile.com/c/Di4bpH/DVdc


 

 34 

Online meeting May 14, 2020 SAP Coordinator 40:15 

Online meeting May 18, 2020 Supply Chain 

Manager for the 

Nordics 

49:54 

 

Table 1. Summary of interviews conducted 

 

3.10 Interview guide  

The interview guide for this study is written in English and the interviews were also conducted 

in English to facilitate communication. The interview guides are semi-structured, open-ended 

questions as it gives the opportunity to the researchers to ask relevant follow-up questions 

during the conversation (Bryman & Bell, 2015), giving space to the interviewee to express their 

thoughts and experience more freely. The formulation of questions allowed the research to 

answer the research question and purpose. Thus, the interview guide is designed to collect data 

about the main themes that are in line with the theories and literature. A similar type of question 

was asked for all participants.  

 

The interview guide (Appendix 1) was consisting of four themes. The first theme was covering 

the introduction of the study; explaining the purpose, confidentiality, and including personal 

presentation. The second theme represented basic information about the respondent; position, 

task, language, and years of experience in the company. The third theme was covering the 

offshoring part; reasons and purpose of the relocation project. The last theme represented the 

knowledge transfer challenges and difficulties among onshore-offshore colleagues; 

communication, unwillingness, culture, and consequences. Concluding appropriately by 

thanking the respondent for the information and the time they concede to us. 

 

3.11 Data analysis 

After collecting data throughout semi-structured interviews, the transcript of every interview 

is made using the word document to provide a solid foundation for analysis. The transcription 

is done in close connection to each interview to minimize the risk of misinterpretation.  
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The next step is sorting and organizing our findings into different themes. Determining themes 

is an important task when adopting a qualitative approach because, without any sort of thematic 

categories, there is nothing to describe, compare, or explain (Ryan & Bernard, 2003). The 

themes are established based on the different parts of the interview guide. Due to the material 

gathered is neither organized or structured, this process was essential to present the empirical 

data. Referring to Bryman and Bell (2015), the researchers arrange the obtained findings into 

meaningful parts and those parts should be classified in a logical way between others and be 

significant to the findings.  

 

In order to structure this research, the empirical findings were organized under the themes: OS 

strategy, known hidden cost, and unknown hidden cost. The findings were reviewed and 

compared with the theoretical framework developed in chapter 2 and it was examined to find 

similarities and dissimilarities, identifying patterns between the interviews conducted. This 

would be useful to analyze the different concepts in a continuous correlation of the empirical 

data and the theoretical framework. Additionally, this analysis considers the model designed 

in the research method. 

 

The following model (Figure 3) shows the mentioned themes of the empirical data. 
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Figure 3: Theme classification of the topic 
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3.12 Reliability 

Referring to Bryman & Bell (2015)  qualitative research has received criticism for being 

subjective considering that interviewers can exert influence on it with their point of view and 

opinion based on what one considers interesting or not. This study could face this issue because 

a semi-structured interview approach is followed which allows the authors to ask follow-up 

questions, leading to the fact that the study could be difficult to replicate. But to strengthen the 

confirmability of this study and minimizing the risk, the respondents had the same opportunity 

to explain their point of view by asking them the same questions. To achieve a correct outcome, 

the interviews were recorded and this gives more accuracy for the study. Besides, if other 

researchers perform the same study, draw similar results and interpretation of data (Saunders 

et al., 2009). Since this research is based on humans actors and their characteristics, conducting 

other same research can gain similar results if the same participants participate and if they 

follow the same procedure. The researchers consider increasing the reliability of the study 

through the elaboration and explanation of theoretical and the methodology parts that have 

been very well described and so in detail. Furthermore, when conducting the whole study, the 

authors have kept a neutral point. The authors consider that other researchers will come up with 

the same conclusion in other similar studies. 

 

To follow and meet the trustworthiness criteria, credibility, transferability, and dependability 

have been taken into account. The credibility of this study can be questioned since after 

conducting the interviews the transcriptions have not been presented to the interviewees. 

Concerning the transferability, this study could be a reference to several different situations, 

since it is not constrained to a particular industry, sector, or situation and has a wide 

transferability. Additionally, the number of respondents could have affected the transferability 

in the sense of the higher the volume of respondents the greater the transferability would be. In 

regards to dependability, it shows the consistency of the data collection, and the findings can 

be applicable at another period (Bryman & Bell, 2015). Consistency is difficult to achieve 

because this study deals with human beings and their social interaction. In this sense, the 

empirical material includes the interviewee’s perceptions depending on their experiences 

which varies noticeably among the interviewees.  
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3.13 Validity 

The validity is “concerned with the integrity of conclusions that are generated from a piece of 

research” (Bryman & Bell, 2015, p. 46). The authors build an interview guide based on all the 

theories that are used in the literature and models to analyze the topic. To increase the quality 

of the theoretical section, all the articles that have been used cover the research topic, and 

extensive work has been done to find good quality and source (see section 3.5). Moreover, the 

interview questions have been built to gain knowledge and understanding of the research topic, 

reflecting the author's intention to investigate and not formulating questions that could affect 

the respondent’s answer. Therefore, the authors believe that the validity of the study is good 

because a good amount of qualitative data has been gathered providing the authors with a good 

comprehension of the research question. Nonetheless, it is difficult to generalize the findings 

for the reason that this research comprises human actors and their characteristics and this 

variable is difficult to control and measure. 

 

3.14 Ethical and legal consideration 

As part of the legitimacy of this study, it is relevant to the consideration of ethical issues that 

refer to the relationship between researchers and respondents. It relates to how respondents 

were treated while conducting the activities for the research coupled with the code of conduct 

for every researcher (Bryman & Bell, 2015). 

 

In this study, ethical considerations are taken into account as adopting the qualitative 

methodology and interviews as a tool to collect data. Ethical behavior regarding the relation 

with the participants is also taken into account (Saunders et al., 2009; Bryman & Bell, 2015) 

for the aim to avoid difficulties and ethical dilemmas. The authors provided a clear explanation 

of the purpose of this study to the participants (Bryman & Bell, 2015) through email (Appendix 

2) giving them the choice to participate in this research or not. The participants did not receive 

the interview guide before interviewing to avoid skewed answers. Since anonymity is an 

undebatable standard for educational research (Walford, 2005), the interviewees’ identity and 

recording should be protected, therefore, confidentiality was promised. Confidentiality allows 

the participants to answer questions more freely and honestly as long as they know that they 

will not be identified with their answers (Walford, 2005). Before conducting the interview, an 

introduction was given and their consent (Appendix 3) was obtained to record the interview for 

https://paperpile.com/c/Di4bpH/ggsE


 

 39 

the research. Moreover, data and information that the researcher extracts from this study will 

not, under any circumstance, contain names or reveal your identity. The authors do not plan to 

use the collected empirical data for any other purpose than for this study.  
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4. Findings 

This chapter includes data collection and findings that are organized around meaningful 

themes from the interviews with different managerial levels. 

 

4.1 OS Strategy 

Managers had different postures and involvement in the knowledge transfer in the OS strategy. 

On an initial approach, the researchers asked about the reasoning behind the offshoring project 

to have a holistic perspective allowing the understanding of the context and its influence on the 

different stages during the implementation of the OS strategy. In this sense, having a macro-

level view could be helpful to assess the journey and outcomes of this project. Managers of all 

different levels agree and the answer was related to cost or economic reasons. For the CEO for 

Sweden, the relocation project notice came unexpectedly and was hard to present to all the 

employees as it involved a huge job reduction. In the same line, the supply chain manager 

mentioned that the company had the goal of centralizing the customer service hub in Malmö 

bringing different European countries on different stages but top management advanced the 

relocation project and decided to shorten this transition period with the plus of taking the 

advantage of moving to Lithuania due to the country benefits. From the team leader’s view, the 

establishment of a European business center was a way towards standardization by 

synchronizing and streamlining the processes, in the search for a more sustainable business in 

the long term where the implementation of changes on an operational level could go faster and 

smoother if they were located in the same place. Therefore, customer service, transport 

management, and operational planners were moved to Vilnius (Lithuania) with the idea of 

establishing synergies towards achieving efficiency.  

 

Moving forward to key factors that have had an impact on the success or failure of the 

offshoring project, the common answer was the human capital and its capabilities. Since 

individuals are the task performers who possess the information, knowledge, and experience 

of the daily business thus they have a primary role in the knowledge transfer which is a 

cornerstone for the development and implementation of the OS strategy. The sales managers 

for Sweden and Iberia agreed on their appreciation where it is key to find the right people. One 

of them mentioned that finding the same profile of people in the new location would facilitate 
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the takeover process while the other emphasizes the relevance of the training not just for the 

newcomers but for actual employees to establish a common business language facilitating the 

reconfiguration of activities and transfer of knowledge. 

 

4.2 Knowledge transfer   

First, when it was communicated, employees were concerned and worried about losing their 

job so one third left the company in the early stage of the project (even if they were offered 

monetary compensation to stay until the end of the project with a year and a half notice period). 

The team leads for SAP and the CS coordinator indicated that even though the personal 

communication was adequate and competent between people, some teams and individuals were 

not willing to participate in the training of new teams due to high uncertainty level as the 

reconfiguration of activities and processes resulted in job reduction which makes people tend 

to protect their knowledge (intellectual capital). As an example, one whole team of a business 

unit went on vacation during the training week and other cases involving people that have been 

working on the company for many years who felt disappointed and betrayed by the company’s 

decision so they captured and guarded the knowledge as if they were gaining an advantage over 

the new team.  

 

The offshoring project to Vilnius (Lithuania) could encompass many advantages, however, it 

was evident the lack of knowledge about the OS strategy among the different managers. The 

Team Lead SAP expressed that it would have been better to know the background of the project 

so they could work together in the same direction but they faced moments of communication 

breaks which could have influenced the development of the OS implementation and further on 

the coordination and instructions between teams.  

 

“I am not talking about deep, I'm not talking about the end-user, I am talking about the 

Malmö management, they didn’t even talk to Malmö management so it's people that have 

been there for decades, the managers were banned from meetings” (Team lead SAP, 2020) 

 

In the same way, MirYa’s CEO for Sweden manifested that the notice of the offshoring project 

came from one day to another which was not easy to understand and handle as headquarters 
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decisions discussed the strategy as a whole but it did not cover many aspects that had to be 

considered later on.  

 

4.3 Known hidden costs 

On the micro-level (individual and team) interactions some challenges and difficulties arose 

during the transfer of knowledge. These are predicted or known hidden costs that occur during 

the knowledge integration and are part of the dynamics of the OS strategy implementation. 

Once the OS project was informed to the people and due to the cost reduction, many reactions 

were generated and triggered different responses. The interviews showed discrepancies in the 

team’s reactions that included different characteristics which made them participate (or not) 

actively and supportively in the knowledge transfer process during the implementation of the 

strategy.  

 

4.3.1 Knowledge integration, actions, and interactions 

Considering that interactions among onshore-offshore colleagues are more difficult when the 

geographical distance is involved, then the knowledge transfer process requires a high level of 

communication and coordination between individuals and teams. According to the managers, 

it was clear that there was planning for the transfer of information, tasks, and knowledge during 

the strategy implementation. As a first approach, a project support team was built that could 

gather basic and standard information for the different markets modeling the mapping of 

workflow processes. Then, different stages were designed to facilitate the flow of 

communication and the integration of employees and the teams. It was important to take into 

account that every individual and team had a different attitude towards the relocation project 

and it was paramount to recognize key persons that could gather the knowledge to reproduce 

it in the following phases. Even though technology advances are helpful when the geographical 

distance was involved, sometimes it was not enough with communication conducted by calls 

or internet meetings since it could take more time or cause misunderstandings. Therefore, as a 

basis of sharing knowledge, business support manager and team leaders agreed that traveling 

was important across all stages to be able to establish a cleaner interaction with the physical 

presence of actors allowing face-to-face communication. For instance, the business support 

manager mentioned that it was very useful that teams were physically presented in the onshore 
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and offshore location to explain their ideas since they had different communication styles, as 

he mentioned  

 

“We had to travel and train the offshore teams to make sure that they received the knowledge 

and always it is easier when we have met so we can see their actions and responses.” 

(Business Support, 2020) 

 

In essence, face-to-face interactions can reduce communication barriers and make it less 

difficult to obtain feedback and achieve a high level of understanding. Therefore, the nature of 

the relationship among members plays a key role in facilitating or hindering the knowledge 

transfer process through influencing employee’s ability to share the organizational identity and 

willing to be a part of the project. 

 

 

 4.3.2 Culture  

Across the interviews, it has been recurrent that cultural differences influence on the 

communication style, in their interactions, their service abilities, and the knowledge transfer 

between onshore-offshore teams. It was mentioned that this was part of an initial adapting 

phase for all the teams and customers. From the sales manager’s perspective, culture can 

constitute a barrier but it can be overcome after some time. The Sales Manager for Iberia 

resembled his experience 

 

“In our experience in Lithuania, their way of behaving it's quite different... In Spain, we can 

consider them even rude in their way of talking for example they are not very expressive they 

are dialect…. And once you understand what is their way of talking behaving expressing 

their needs must be super easy to keep their communication fluid”  (Sales Manager for 

Iberia, 2020) 

 

Additionally, from a team lead perspective, the work culture in Lithuania is more hierarchical 

which slowed down the communication process. The onshore-offshore teams didn't have open 

communication to discuss issues or doubts, instead, they had to communicate everything first 

to their manager and then to the onshore manager or project team. In this way, they cannot rely 

on open system operations leading to a reduced efficiency on the operational level. 



 

 44 

 

“It was very hierarchical,.. but there we had a bit more layers..., it was going a bit more via 

their manager first before it came to us and that was, that was one problem because then you 

could not keep the communication going. .. And it was a bit of a cultural shock. Another thing 

... closed, communication, rather than being a bit more open..” (Team lead TM, 2020) 

 

Another common aspect was that communication had a different nuance due to cultural 

diversity. He also expressed that in Sweden it is common to have a more open discussion than 

in Lithuania, stating  

 

“I had been accustomed .. with the old team .. that the communication we have was more 

open like we have a problem we discuss it we talk about it directly here it was a bit more 

careful communication not saying everything directly, choosing what to say and then maybe 

later on saying it” (Team lead TM, 2020) 

 

 

4.3.3 Language  

Organizational members are performing their activities using the English language which is 

not their mother tongue, affecting their ability to communicate knowledge in a foreign 

language. From the CEO’s, CS coordinator, and Sales Managers’ point of view, language acts 

as a constraint and makes a huge difference that has implications on the knowledge transfer 

process. In offshoring locations, in this case, Lithuania, the English language is not their native 

language bringing difficulties, misunderstandings, and creating further barriers in 

communication that could lead to a loss of information. Moreover, different dialects trigger the 

problem, especially in verbal communication and knowledge. Team members try to understand 

the information in their native language, which can lead to slow the process. These difficulties 

create problems and barriers between onshore-offshore team members with different linguistic 

backgrounds. For the CEO of Sweden, the language barrier was related to the communication 

style and their language proficiency which was considered deficient. 

 

“There was like a language barrier so it was quite difficult to handle the language I mean the 

training, some of it was in English, some of it was in Swedish. Some had better some had worse 
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knowledge of Swedish so like information kind of got lost along the way sometimes.” (CEO, 

2020) 

 

On the operational level, it was perceived that language could affect the level of knowledge 

transferred. In the same way, language could be a constraint as the sales manager expressed 

 

“This is a handicap we cannot ignore the language…. We can communicate, but I am sure 

that the communication is not going to be as easy as if we were talking in our mother tongue. 

So, there are misunderstandings … And that takes more time than when you are talking or 

speaking with people speaking your same language.” (Sales Manager for Iberia, 2020) 

 

Moreover, it is difficult for MirYa’s customers to estimate how much the offshored team is 

knowledgeable. In some situations, customers avoid calling customer support in other countries 

due to language diversity that leads to the misunderstanding of questions and answers, 

therefore, customers tend to call the commercial team. For the nordic team, the CEO mentioned 

that communication has evolved during the process. In the beginning, it was difficult and 

frustrating but now it is good enough. There is still resistance on the customer side to call to 

customer service located in another country with limited language skills hindering the flow of 

communication and therefore they prefer other communication channels, then he stated 

 

“We have customers that call so still direct because they don't understand the questions they 

get from Vilnius and that I think that's bad, their English is really bad.” (CEO, 2020) 

 

In like manner, for the Iberian case, the communication has changed in two ways. On the one 

hand, if the customer has not received a good customer service experience they contact the 

sales department directly and on the other hand from the commercial side the sales manager 

said  

 

“We prefer to keep the contact to ourselves, conversating, rather than customer service, just 

to avoid misunderstandings. Now, I prefer to have a bit more control, about communication 

with the customers.” (Sales Manager for Iberia, 2020) 
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4.4 Unknown hidden costs  

Aside from the predicted or known hidden costs that occur during the knowledge transfer in 

the interactions between the onshore and offshore teams, there are unpredicted or unknown 

hidden costs that are also associated with the process of knowledge transfer in the redesigning 

and reallocation of tasks and processes which are unknown due to the uncertainty and the 

complexity of the offshoring implementation. 

 

4.4.1 Unexpected high turnover of employees 

MirYa faced the issue of high turnover in two parts of the implementation process. In the first 

phase or when the relocation project was communicated, the employees in Malmo were 

concerned and worried about losing their job. This period was characterized by uncertainty 

which caused reactions in which one-third of the employees left the company in the following 

months. Among the interviewed managers it was considered that MirYa made a good and fair 

offer with bonuses and monetary compensation (a package with benefits) to keep the 

employees until the end of the project with enough notice period. Even though the package 

offered was a good motivation to stay and participate, people preferred to go and look for other 

job opportunities. As the supply chain manager stated,  

 

“That's what we were struggling with … when we moved everything to Vilnius was to keep 

the organization in Malmo happy or comfortable to hand over that tasks to the people in 

Vilnius and that was the same for keeping up the positivity in Köpping and then Oslo (Supply 

chain manager, 2020) 

 

Then, in the second phase of the implementation when knowledge was being transferred, the 

offshored team was under training period, building the teams, and splitting the tasks. Once the 

teams in Vilnius were ready and organized, they started to leave the company even before going 

live. When they suddenly started to quit, it was a chaotic moment in which managers had to 

react immediately. From a CEO, Team leader, and CS coordinator perspective, this situation 

was critical, unexpected, and messy. This situation affected the process since they had to start 

a new recruitment process, organize a new team, and start all over with the training. This was 

a challenging situation because it was not easy to find the right people with the skills needed. 

They consider that the reasoning behind could lay in the lack of motivation to stay, stress due 



 

 47 

to the workload and some others attribute this to particular country conditions. For instance, 

people tend to change jobs frequently if they find a better offer, money-wise, even if the amount 

is not significant. Since Lithuania is considered a big service hub for companies, the job 

turnover is very high where people could get an offer with a better salary and it's very common 

for them to switch between jobs in a short period. In this sense, this came from nowhere and 

they had to start the process all over again, from hiring, training, and redesigning the teams. To 

keep the business running they had to use people from different business units to cover the 

empty spots. As stated by the CEO: 

 

Our colleagues in Lithuania they don't see that this job was for them or it was too stressful or 

there were some other issues so they quit and then they quit for a couple of weeks they have 

been in the team and then you must get the new one or two new ones and educate them from 

the beginning again that was critical and... That's a real mess (CEO, 2020) 

 

The high employee turnover at the different stages of the OS implementation created 

unexpected challenges increasing the hidden cost of the knowledge transfer process. 

 

4.4.2 Limited time frame 

Another critical factor that arose during the OS strategy implementation was the time frame. 

Even though there was a well-established plan for the relocation of the supply chain including 

seven sales regions and having a consultancy firm coordinating and advising, not everything 

was taken into account leading to the unknown hidden cost of loss of knowledge. On the one 

hand, the Business Support manager and the CEO indicated that the consultancy firm had good 

insights but they were not involved in the daily processes so they didn't know details and 

specifications of the business. Additionally, they did not involve operational people and some 

managers who influenced the communication flow and the mapping of processes.  

 

“Consultancy companies are good in proving framework and guidelines. But sometimes these 

can be too far away from real life and daily routines” (Business support, 2020) 

 

 



 

 48 

On the other hand, when the offshore people were in place after with initial basic training, they 

were ready to receive a more advanced and specialized knowledge but on the onshore side, the 

employees with the knowledge and experience were fired and were leaving the company 

already which led to missing information regarding market specifications and customer 

conditions. In both situations, the lack of communication towards transferring knowledge 

between individuals and teams caused slower learning processes and therefore the schedule or 

time frame was affected by those issues. In this case, all the managers agreed that the time 

frame where the knowledge was transferred and conducted caused stressful situations and 

missed the value of information and knowledge.  

 

Among these issues, the mapping of workflow processes was another factor to take into 

account. Since not everybody was engaged and willing to support the project, there was a 

reduced group that was part of the designing and mapping the workflows. Therefore, there was 

a time gap between the planning and the implementation of the relocation creating delays in 

knowledge transfer. This was considered a big challenge since the processes were supposed to 

be standardized among the business units but in reality, it was not, which led to a time-

consuming process affecting the different phases.  

 

4.4.3 Knowledge transfer tutoring capabilities 

To transfer knowledge in offshoring projects, teaching capabilities had been mentioned as 

unknown and inexact. From a Sales Manager and Supply Chain Managers perspective, it was 

important to identify the teaching abilities and capabilities of the available and willing 

workforce who could train the newcomers which are essential for transferring knowledge and 

tasks. Considering that the time frame for transferring knowledge was limited to fulfill the 

planned schedule, some situations constrain the interactions. In this sense, Sales Managers 

assumed that trainers have the abilities and capabilities to share, teach, and transmit knowledge. 

As mentioned by the Supply manager: 

 

“I am sure that in our team in Malmö we would have very good people doing very good 

things, but with no idea how to teach others...you presume that everybody can do it... Maybe 

you have to do it remotely via call … so your time is limited ... So, also the capabilities of the 

trainers are important.”  (Sales Managers, 2020). 
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Thus, it has created an impact on the Lithuanian team, receiving less information from the 

Malmö team because of their limited ability to deliver information and teach others. In other 

words, the onshore team (Malmö) had the skills, knowledge, and abilities to do their daily 

activities but not all of them had the capabilities to teach and transfer knowledge to the 

offshored team (Vilnius). Thus, affecting their performance and the outcome of the whole 

knowledge transfer process. As stated by the Supply Chain Manager: 

 

“Knowledge transfer is essential and we have to make sure that the information needed is 

delivered to the offshore team, and if the trainers do not the right teaching capabilities, the 

offshore team will receive less information and of course this has an impact on the outcome 

of their daily activities” (Supply Chain Manager, 2020) 

 

In the same line, the CS coordinator relates to the unawareness of the possession of knowledge 

where some actions are done spontaneously, and just when there is a need to share it is when 

one realizes the deeper knowledge and the experience in the field. As he mentioned: 

“When we received the people from Vilnius, there were things that you want to share with 

them but I don't think about how I’ve learned it so it's things that I just know how to do”  (CS 

coordinator, 2020) 
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5. Discussion 

The discussion chapter reflects on the theoretical framework and the model presented in 

chapter two, aiming to analyze previous research and theories together with data collected. 

 

5.1 OS strategy 

Since the macro-level is a mediator in the relation of the business level strategy and its outcome, 

it is important to understand the reasoning behind the relocation project. As stated by all 

managers of all different levels the purpose of the relocation was cost reduction which is in line 

with the OS literature where cost reduction is one of the primary reasons for going abroad to 

enhance the firm's efficiency (Mihalache & Mihalache, 2016). Gerogiannis et al., (2017) argues 

that strategic attributes of OS include the cost efficiency through access to a skilled workforce 

for a reduced cost fostering international competitiveness by expanding the knowledge. In this 

sense, one of the main reasons for offshoring is resource seeking and in this case, we can relate 

it to the rationalization of internal processes acquiring new semi-skilled and skilled labor using 

existing assets and capabilities to maintain the competitive advantage. Considering that 

Lithuania has become an innovative service hub, it can offer multiple benefits to companies 

such as an educated workforce, low wages, one of the fastest internet of the world, and a 

favorable tax environment (Forbes, 2018), these factors have encouraged relocation processes 

in different sectors.  

 

Another reason was the standardization of processes which is an effective strategy for the 

implementation of changes making it easier to compare and reconfigure them when they are 

managed from one central unit. In this sense, standardization is a strategic tool to consolidate 

a market position and gain a competitive advantage. In compliance with Jakobs (2009) this 

strategy is adopted to facilitate economies of scale and reduce transaction costs. To achieve 

process standardization, service development, and keep a long term, MirYa had been involved 

in offshoring decisions as strategic assets and capability seeking to acquire and enhance 

existing assets and capabilities (Dunning, 1993).  

The key success factor that has had an impact on the success or failure of the offshoring project, 

was the human capital and its capabilities. Since social capital represents the available 

https://paperpile.com/c/Di4bpH/75gjN
https://paperpile.com/c/Di4bpH/qOd0v
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resources embedded within the company (Nahapiet & Ghoshal, 1998) they were the most 

important asset in to fulfill the relocation strategy through their knowledge and experience. 

 

Through the RBV approach, Kedia and Mukherjee (2009) view the company as a bundle of 

imperfectly imitable resources and capabilities that are the basis for a successful competition. 

Therefore, utilizing human and organizational resources and capabilities firms can exploit 

circumstantial opportunities. The outcome of the OS strategy encompasses the macro-level that 

is associated with the interactions and actions of the micro-level (Felin et al., 2015) and the 

presence of social capital facilitates the flow of transferring knowledge.  

 

Even though our main focus was not on the OS strategy itself, it was very important to 

understand the reasoning behind the relocation project and the perception of the different 

managers to be able to get the whole picture and to comprehend the attitudes and behavior of 

employees in the different stages of the process. 

 

5.2 Knowledge transfer  

Our findings correspond to the previous studies, where the nature of the relationship among 

members plays a key role in facilitating or hindering the knowledge transfer process through 

influencing employee’s ability to share the organizational identity and their willingness to be a 

part of the project.  

 

Some teams and individuals were not willing to participate in the training of new teams and 

this could be understandable due to the context of uncertainty influencing their motivation to 

share and the hostility of transferring knowledge (Betz et al., 2014). In this sense, the rejection 

of the unexpected decision of the company created a reaction in which people didn't want to 

accept and support the strategy. This could have influenced the knowledge transfer process and 

the quality of the transfer could depend on the motivation and satisfaction of the actors. 

Besides, the lack of trust and transparency among onshore-offshore teams where knowledge is 

available across globally distributed locations and is not explicitly recognizable can constitute 

an additional difficulty. According to Nahapiet & Ghoshal (1998), trust and trustworthiness are 

essential for an onshore team’s willingness to transfer knowledge and this can be related to the 

https://paperpile.com/c/Di4bpH/wNiE
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relational dimension in social capital as it is the assets created and leveraged through personal 

relationships.  

 

At an early stage of the OS project, managers experienced fragmented communication 

regarding the strategy and further procedures for implementation. Later on, during the 

implementation of the knowledge transfer, their communication from top management was 

even shorter as some of them were dismissed from relocation project meetings. Here it was 

possible to analyze how the different managerial levels were affected by missing information 

to integrate and facilitate better coordination throughout the different stages. In this sense, a 

better translation of the business strategy to the managers can influence the offshoring process 

in which resource management can reflect success or failure in the expected outcomes (Kogut 

& Zander, 1993). 

 

5.3 Known hidden costs  

We have studied the knowledge transfer phenomena in OS strategy within the micro-level 

where individuals and teams interact together to achieve certain outcomes. This phenomenon 

is considered key and a critical factor to reach a successful offshore project as it is the main 

intangible asset of the firm. However, some challenges and difficulties arose during the process 

which was in some way predicted or also called known hidden costs. Based on the findings 

from the different managerial levels it was possible to identify and conceptualize these known 

hidden costs that are subjected to bounded rationality. Bounded rationality reflects on 

information issues that managers have to face (involving decision making and purposive 

actions). On the one hand, the access to quality and sufficient information to take managerial 

actions and on the other hand is the limited managerial capability of understanding complex 

information bundles especially for determining the relevance and the impact on the strategy. 

When operations are geographically dispersed this bounded rationality issues arise with 

different levels of uncertainty and complexity having different implications on the strategy. For 

instance, managers can have different decision-making approaches in the onshore and offshore 

locations as they interpret relevant information related to the strategy based on their personal 

and institutional experience (Verbeke, 2013). 

 

https://paperpile.com/c/Di4bpH/XNMp
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5.3.1 Knowledge integration, actions, and interactions 

The knowledge transfer can be explored through the KBV lens analyzing the creation and 

application of knowledge by organizational members with good coordination efforts towards 

achieving efficiency (Gant, 1996). To achieve a competitive advantage, human capital is 

needed as a firm-specific resource. Thus, actions and interactions between individual 

organizational members and teams are key actors for realizing the outcomes of the strategy 

implementation (Woodard & Sherman, 2015).  

 

Based on the comprehensive findings, and from the middle managers (business support and 

team leaders) perspective, communication has been associated with geographical barriers and 

constraints, thus, face-to-face interactions can be a powerful and effective way to transfer 

knowledge. To share knowledge, the physical presence of actors was important across all stages 

to be able to establish a cleaner interaction allowing face-to-face communication, therefore, the 

company had to involve traveling to one country or the other to have better communication and 

consequently proper shared and transferred knowledge. Following Welch & Welch (2008) 

ideas, face-to-face communication is a preferable way to communicate because it allows the 

sender and the receiver to make sure that the transfer is meaningful, through verbal clarification 

and non-verbal. In essence, face-to-face interactions can reduce communication barriers to 

obtain feedback and achieve a high level of understanding.  

 

5.3.2 Culture 

With the establishment in Lithuania, MirYa completed its biggest customer service hub 

centralizing its supply chain. According to Woodard and Sherman (2019), customer service 

work represents one of the largest segments of the offshoring strategies and the success of 

offshoring strategy depends on the behaviors and attitudes of the destination human resources. 

National-level differences such as cultural beliefs and values between the onshore and offshore 

colleagues where they have to interact daily can create identity conflicts (self-image and 

belonging). The different managerial levels showed various appreciations regarding the 

culture. From the sales managers, it was more related to their way to communicate as it could 

have an impact on the customers and the service. For the team leaders represented an influence 

on the communication since they had to adjust the communication channels because in Vilnius 

https://paperpile.com/c/Di4bpH/gerH
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they have a hierarchical culture and structure while in the Nordic countries it is more horizontal 

allowing direct contact and open conversations of issues and improvements.  

 

Since MirYa is developed in an international environment where human capital integrates 

multiple backgrounds that come with different norms, attitudes, and ways of thinking, 

promoting an organizational culture can enhance the shared values and beliefs through a 

contextual understanding of the vision which also is important for the tacit knowledge transfer 

(Aghazadeh, 2004; Inkpen & Tsang, 2005). In conformity with Dibbern et al., (2008) 

transferring tacit knowledge requires interactions between colleagues, the ability to process the 

knowledge can be influenced by cultural distances such as the style of communication, 

collaboration, productivity, interpretation of information, and even in the way of learning can 

hinder this dynamic of interactions.  

 

Considering the centralization of activities in one European hub is important to mention what 

Nahapiet & Ghoshal (1998) have discussed about the identification as individual values and 

standards that in combination with the group values and standards, promote and incentivize an 

individual's potential and consequently their effort to transfer knowledge having and influence 

and improving the outcome.  

 

 

5.3.3 Language  

Language is adequately significant, affecting communication patterns and information flows 

that can be more determined in daily activity. To foster assimilation, the knowledge transfer 

process imposes the use of language to communicate and enable articulation (Buckley et al., 

2005). It can be argued that language presents an important factor to fulfill different roles in 

knowledge integration as explained in the KBV theory (Grant, 1996). Therefore, the presence 

of a common language is important to the integration mechanisms such as verbal 

communication between individuals, integration through rules, and integration through 

problem-solving and decision making (Grant, 1996). For this case, English was their common 

language but for most of them it was not their mother tongue which created an impairment in 

their communication flow, they needed an adjustment period to get used to the accent, dialect, 

and then a common business language. Even though a single tongue can enhance the intensity 

https://paperpile.com/c/Di4bpH/9kPx+4yyve
https://paperpile.com/c/Di4bpH/hQQlS
https://paperpile.com/c/Di4bpH/hQQlS
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and efficiency of communication to avoid mistakes and misunderstanding among onshore-

offshore colleagues, sometimes they have to use different languages to understand each other. 

 

Furthermore, language can exert influence on customer satisfaction. Consumer´s reaction has 

an important role since company performance depends on consumer acceptance (Grappi et al, 

2013). From the sales manager’s perspective, customers are not receiving good customer 

service experience due to misunderstandings and different linguistic backgrounds. In line with 

Whitaker et al., (2008), OS has found a negative impact on perceived service quality and can 

negatively affect customer evaluation, satisfaction, and loyalty to the company. In MirYa’s 

experience and by the sales manager's opinion, in many cases customers prefer not to call 

customer service in other countries to avoid misinterpretations, they also mentioned that 

customers tend to think that these people don't know enough for their inquiries which represents 

a loss in customer satisfaction, therefore sales managers have preferred to have more control 

over the communication taking it directly with the customers. 

 

Communication barriers can be overcome when a common language is established, this applies 

to internal and external stakeholders such as customers and employees. For instance, while the 

learning process and knowledge transfer are occurring, the onshore and the offshore teams have 

improved their understanding as they get to know each other facilitating the flow of 

information. In congruence with Grant (1996) a higher level of common knowledge among 

organizational members for instance through the language, the more efficient is likely to be the 

integration of specialized knowledge of its employees. 

 

5.4 Unknown hidden cost  

In this thesis, we aim to explore the hidden costs in the knowledge transfer as part of the OS 

implementation from a multi-level managerial perspective. Then, we argue that in the 

implementation period the hidden cost comes unexpectedly and in some cases is disregard in 

the strategic decision making in such complex projects. In this sense, decision planners and 

makers tend to forget or ignore the repercussions of the relocation and redesigning of activities, 

tasks, and processes which imply the reconfiguration cost of internal and external value chains 

in the organization dispersed across locations regardless of whether outsourcing or an internal 

delivery model is chosen (Contractor et al., 2010). Therefore, unknown hidden costs might 

https://paperpile.com/c/Di4bpH/TADzJ
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arise from unanticipated organizational needs and can be related to areas such as new 

interdependencies, training, and coaching, the protection of intellectual capital, the monitoring 

of the performance of offshore units or the need for extensive knowledge transfer due to the 

physical, linguistic, and cultural distance between onshore and offshore teams (Larsen et al., 

2011). Since geographical distance increases the transactional cost of the offshoring processes, 

challenges and risk increase in the same proportion (Mihalache & Mihalache, 2016) and it is 

not easy for all managers to achieve the expected outcomes when they face complex situations 

where “unknown unknowns” require special sense for analysis and results (Snowden & Boone, 

2007).  

 

5.4.1 Unexpected high turnover of employees 

During the OS implementation, MirYa faced different moments of high turnover that were 

unexpected and required quick actions to keep the business running. Woodard and Sherman 

(2019) argue that higher rates of turnover can be related to lower levels of commitment towards 

the organization, job satisfaction, and performance causing high recruitment, training cost, and 

reduction of service quality. In the first moment and due to the uncertainty when the OS 

strategy was communicated, many people were concerned about losing their job. The top-level 

managers (CEO and the supply chain manager) manifested that one-third of the employees left 

the company at the beginning of the project which increased their colleague's workload. Team 

managers assured that even with a fair offer with bonuses and monetary compensation from 

the company, they didn’t want to participate and support the project. A second moment 

occurred when individuals and teams in Vilnius were in the training process and just a few 

weeks before going live, they quitted unexpectedly leaving a whole empty team. There is not 

an exact number about how many people left (at least not communicated to the managers 

interviewed) but their appreciation is that it was more than 30%. In OS projects it is expected 

a high turnover among teams, some studies have shown the length of service in offshoring 

companies is between one year and two and a half years (Bass et al., 2018) which is considered 

normal but in this case, it was not considered normal as it was during the first six weeks.  

 

This high turnover or unknown hidden cost implied many things. Starting from the planning of 

the OS strategy when top management in the headquarters and the consultancy company were 

choosing the new location. The company was driven for cost reduction and Lithuania 

https://paperpile.com/c/Di4bpH/TH4zP
https://paperpile.com/c/Di4bpH/TH4zP
https://paperpile.com/c/Di4bpH/0XVRh
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represented an attractive spot due to low wages and rents compared to their previous locations 

such as Paris, Oslo, Madrid, etc. In this sense, country-specific characteristics such as how 

people behave due to what is embedded in their culture can affect organizational processes and 

could have not been considered in the decision process (Nahapiet & Ghoshal, 1998). For 

instance, it was mentioned by team leaders the low commitment of offshore employees and 

engagement in the learning process. This in combination with the particularities of the context 

of the country at that moment (it was becoming an important hub for services in Europe in 

which the work market had an overloaded offer) allowed the frequent change of jobs in a short 

period. For instance, Woodard & Sherman (2015) have discussed how countries like India, the 

Philippines, and Argentina where the labor market demand exceeds supply, the high turnover 

is often treated in offshoring implementation. These countries have been attractive for 

offshoring activities in the same way as Lithuania is becoming. From another perspective, high 

turnover could imply a misalignment between the company and the employee where mutual 

expectations are not fulfilled, for instance, the three managerial levels (CEO, team leader, and 

the CS coordinator) mentioned that there was a feeling of a stressful work environment was 

causing the high turnover at the early stage and a lack of motivation across the offshoring 

teams. The search for increased capabilities with greater efficiency striving to become a valued 

and strong business partner can lead to high employee turnover caused by stressful workplaces 

and since resource-intensive jobs are more frequently offshored is important to consider the 

factor influences on the employee outcomes. High turnover involves an increase in high 

recruitment and training cost and reduced quality of services (Woodard & Sherman, 2015). 

 

5.4.2 Limited time frame  

During the OS implementation, the managers expressed that there was a clear plan for the 

relocation and that it was conducted in different waves. This planning of the schedule created 

a time frame for the knowledge transfer which was split into the different stages giving the 

instructions of what should be done and in what way. Two main challenges were faced in this 

process and impacted the knowledge transfer. On the one hand, due to geographical distance, 

the teams had to visit the other country to be able to share and receive their knowledge therefore 

there was a limited time for the interactions between onshore and offshore individuals. Since 

some of the onshore employees were leaving the company, it put some pressure on the new 

ones, and in some cases, they didn't even have the time to meet, this shows an error in the 
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planning which caused an unexpected hidden cost translated into the loss of knowledge. In line 

with Betz (2014), knowing what is not obvious or what you don't know could affect and 

complicate an effective knowledge transfer. In this sense, the absence of knowledge transferred 

was causing working mistakes and the hidden cost of unknown knowledge or loss of 

knowledge. Also, the cost of communication between teams (onshore and offshore members) 

is higher compared to onsite scenarios, and getting the knowledge transferred to an offshore 

team would require longer interactions which require more time and therefore an increase in 

labor cost (Betz et al., 2014). All managers interviewed at different levels agreed that the most 

challenging thing during the OS implementation was the time frame and that they would 

suggest having some time more for better transfer of processes and knowledge. Moreover, the 

lack of standardization of processes and mapping of activities caused a delay in the 

implementation. In congruence with Betz et al. (2014), knowledge maps or similar should be 

developed for every member of the organization and are key in the knowledge transfer process 

in offshoring projects when this mapping is not a common practice, the employees might need 

time to develop them and to get used to them. 

 

5.4.3 Knowledge transfer tutoring capabilities 

Knowledge is an asset and can enhance or diminish organizational performance. Therefore, 

knowledge transfer requires a reciprocal eagerness and the openness to the unknown from the 

actors involved. Personal contact needs the period of “getting to know” before the interaction 

takes place and once it is established is possible to engage in knowledge conveying. Sharing 

knowledge is not an easy task and it includes the transmission of explicit knowledge through 

manuals and books and depends on conceptual skills and cognitive abilities of individuals to 

get proper knowledge and the tacit knowledge that requires personal interactions 

collaboratively. This collaboration can be done with meetings, job training, and building 

stronger structures within teams. The transferability across individuals may vary in space and 

time and is conducted through communication, application, and practice (Grant, 1996).  

 

MirYa recruited people with certain capabilities to realize the job but not all of them have the 

abilities and willingness to share their knowledge. In offshoring projects, there is a need for 

employee involvement and commitment where onshore teams provide coaching and support 

by taking the responsibility in training sessions facilitating the establishment of a common 

https://paperpile.com/c/Di4bpH/47Zd
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language and that tacit knowledge is assimilated and received by the offshore team. Betz et al., 

(2014) argue that teaching capabilities of the trainers of the onshore teams had an impact on 

the offshored teams leading to a loss of knowledge thus, even if the knowledge is well 

documented cannot be properly shared sufficiently if one of the actors has a limited capability 

to acquire the shared knowledge. In the same line Grant (1996) claims that coordination of 

activities needs to be understood and should recognize capabilities and member’s abilities for 

effective integration of knowledge. From the interviews it was mentioned by the supply 

manager for the Nordics that it was common to hear after the training sessions that there was a 

feeling like offshore teams was not fully understanding so there was a doubt about if the 

knowledge was properly delivered and received. According to Strasser & Westner (2015), 

knowledge evaluations can ensure if the knowledge delivered has been properly assimilated by 

offshore members.  

Due to the geographical distance, there was a long period of distance learning where employees 

have to teach and tutor others through phone or internet meetings, in this sense, the knowledge 

acquisition by doing where one can learn many things by their own experiences can be regarded 

or forgotten by managers. Thus, employees can develop a deeper level of knowledge by 

teaching others about how they do things based on their experience (Pfeffer & Sutton, 1999). 

 

5.5 Summary  

As the implementation of strategic decisions such as OS, which involves new territories with 

activities abroad, entails organizational changes and dynamics that require new 

reconfiguration. The concept of hidden cost has been conceptualized underscoring “known and 

unknown” factors showing that reallocation of tasks can be more challenging than expected 

and can proportionally increase due to the complexity of the project. In this sense, hidden costs 

can influence knowledge integration and consequently the knowledge transfer. We have 

developed a model of hidden cost that highlights how actions and interactions can exert an 

influence on the knowledge transfer process when implementing the OS strategy. Then, we 

found empirical support for our model in which known hidden cost can be predicted as it can 

be expected, and is subjected to bounded rationality (Verbeke, 2013) as it demands complex 

coordination of processes and tasks. Geographical distance can represent a constraint between 

onshore and offshore teams due to the lack of non-verbal and physical interaction which 

https://paperpile.com/c/Di4bpH/NGuWV
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influences the flow and quality of knowledge transfer. Therefore, top managers manifested the 

importance of planning face-to-face interactions (Welch & Welch, 2008) to encourage 

communication between individuals and teams that are involved in the actual knowledge 

transfer (first-line managers), particularly at the beginning of the knowledge transfer process, 

creating synergies to achieve efficiency. In regards to culture, national differences influence 

human behavior in terms of values and beliefs which further influences communication. From 

the middle manager’s point of view, this can bring benefits as instead of focusing on the 

differences it is interesting to take advantage of the cultural diversity that can bring novel ideas 

and other experiences. Furthermore, language represents an important factor to fulfill different 

roles in knowledge integration affecting communication patterns and information flows that 

can be more determined in daily activity. Therefore, middle-level managers have to consider 

language abilities and competencies when implementing the OS strategy because it has an 

impact on the ability of the sender to transfer knowledge and the capacity of the receiver to 

absorb this knowledge. Thus, language standardization and the adoption of a common language 

allow the knowledge to flow smoothly facilitating the communication among onshore-offshore 

colleagues as well as among offshore teams and customers.  

 

While unknown hidden costs come from unanticipated organizational needs due to unexpected 

events that require immediate action from managers. For instance, the findings show an 

agreement across the top and middle managers regarding the time frame during the 

implementation of the strategy. Therefore, top managers have to establish real and reachable 

planning for the transmission of information, knowledge, and tasks, taking into account that 

this transmission process can be affected by the “known” hidden costs such as culture and 

language which can require a longer adjustment period modifying the initial schedule. 

Moreover, human capital is the holder of explicit and tacit knowledge. The latter is not easily 

transferable and middle managers play a key role in the motivation for onshore employees to 

accept and further participate in the knowledge transfer process. Considering that there is a 

significant job reduction involved, managers have to make an effort to retain the knowledge 

inside the company using the most worthy workforce. For top managers and middle managers, 

high turnover in two stages of the OS implementation represented an unexpected cost 

constituting a deficiency in the capacity to attract employee’s commitment and the 

underestimation of loss of valuable knowledge.  
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The research model initially presented in section 2.4 was developed and improved with the 

empirical data and the analysis. In the following figure 4, it is possible to see the “known and 

unknowns” hidden cost from the conceptualization of the multi-level managerial perspective. 

Even though hidden costs are acknowledged by all managerial levels, the unknown hidden 

costs were localized on a higher managerial level as it required a more holistic perspective and 

it is where the decision-making processes take place. In regards to the known hidden cost, it 

was located on the lower side as it could be managed and accounted for from the managers 

directly involved in the knowledge transfer process. The integration of “known and unknown” 

hidden costs to the model brings positive contributions to organizational performance through 

the enhanced willingness of transferring knowledge leading to improved outcome 

expectations.  

 

Figure 4: The hidden cost in the knowledge transfer process  in the OS strategy 

 

To conclude, conceptualizing the “knowns and unknowns” hidden cost of knowledge transfer 

by exploring the combination of factors in the organizational and social complexity of 

offshoring projects with multi-level managerial perspectives from an experienced MNC, 

contributes to an improvement in cost estimations error as they can be better accounted for and 

outcomes expectations can be better fulfill and reached. 
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6. Conclusion 

In this final chapter, the authors present an overall discussion and wrap up a general 

conclusion of the thesis. Followed by theoretical and managerial implications. Finally, the 

limitation of the thesis will be presented, followed by suggestions for future research. 

 

This thesis addresses two research questions related to knowledge transfer in the OS. How can 

the hidden costs in the knowledge transfer process of the OS strategy be conceptualized from 

a managerial perspective? (RQ1) and How do different managerial levels acknowledge the 

“known and unknown” hidden costs of knowledge transfer in the OS strategy? (RQ2). The case 

study approach was developed to enrich existing theories related to these issues due to the 

ability to provide in-depth and comprehensive knowledge. The findings provide contributions 

where managers from different levels have identified key aspects towards better outcomes and 

mitigating the “known and unknown” hidden costs in the knowledge transfer within the micro-

level during the OS implementation. 

 

This research shows insights of various managerial perspectives within MirYa in such complex 

and great projects like OS, for this case it involves different regions of Europe that were 

congregated into one centralized and specialized hub in Vilnius (Lithuania). A theoretical 

framework was developed through a rich literature review combining the resource-based view 

(Barney, 1991) and the knowledge-based view (Grant, 1996) as they have been useful as an 

interpretative lens in exploring the challenges in the interaction of onshore-offshore individuals 

and teams when sharing and transferring knowledge, and experience through the integrations 

of the social capital (Nahapiet & Ghoshal, 1998). This framework helps us to explain the known 

and unknown hidden costs in the knowledge transfer process through the interaction of 

different actors. The research model was built according to the problem formulation and based 

on the theoretical framework where OS has become a wide business practice improving 

organizational efficiency (Lewin & Couto, 2007) in which the knowledge is the main intangible 

asset of the firm and therefore its proper transfer through the human capital constitutes the 

success or failure of the OS strategy. In this sense, the researchers are aiming to enrich the 

literature to provide a better understanding of how different managerial levels conceptualize 

the “known and unknown” hidden costs of the knowledge transfer during the implementation 

of the captive offshoring strategy from the experience of a case study. For this research, the 

MNC MirYa has been chosen for the case study since it represents a very interesting case as 
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they have been engaging in the offshoring strategy since 2014 to build their biggest supply 

chain hub in Europe. Hence, eight managers were interviewed and most of them were Swedish 

which indicates a similar cultural background. All of the participants have been working in 

MirYa for more than five years which represents that a moderate level of attachment and 

commitment to the company has been established. The researchers had the sense that the 

majority of participants would have felt more included in the implementation of OS strategy if 

it would have been communicated or presented differently and would have liked more feedback 

and known the various assessments. They have also expressed that in their personal experience, 

it seemed that the company didn't care about the loss of knowledge through the different stages 

of the relocation project. According to Betz et al., (2014) scenarios, where knowledge transfer 

is underestimated and not correctly accounted for in the planning have an effect in the 

knowledge transfer and significantly increases the long-term cost of the project. It is very 

important to understand the organizational processes and how members access and utilize 

knowledge. However, the issue in the organizational knowledge concept is viewing the 

organization as an entity that creates, stores and deploys knowledge, and individual 

engagement in these activities may be hidden and obscured. Moreover, considering the 

organization as the unit of analysis and failing to point out the importance of individual 

interactions in which the organizational knowledge is created (Grant, 1996). Thus, March 

(1991, p.73) refers to the organizations as storing “knowledge in their procedures, norms, rules, 

and forms. They accumulate such knowledge over time learning from their members” and this 

learning process guides individual behavior.  

 

While other research primarily focuses on the OS from a macro-level (firm perspective) this 

research focuses on the micro-level (individuals and teams) understanding the dynamics and 

interactions of actors during the transfer of knowledge. By focusing only on the different 

managerial levels and their perspective from their roles spread across the company, this 

research extends and contributes to the existing research in the field of these studies. The 

researchers in this study have captured the “known and unknown” hidden costs in the 

knowledge transfer process in OS strategy. The findings indicated that there was a lack of a 

fluent corporate lexicon that hindered access to knowledge which could have been translated 

in lack of transparency reducing the understanding between the company and individual 

behavior, leading to communication issues and misunderstandings that affected the process of 

sharing and transferring knowledge. Communication has been found as a critical factor for the 

knowledge flow representing the main constraint of an efficient transfer of tacit knowledge. 

https://paperpile.com/c/Di4bpH/vICQ
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Additionally, international projects are influenced by high cultural and language gaps where 

known hidden costs arise by globally dispersed locations increasing social complexity 

requiring building new relationships between individuals and teams. According to (Huong et 

al., 2011) knowledge can be transferred, shared, and exchanged easier when onshore and 

offshore organizations share similar cultures. During the implementation period, the unknown 

hidden costs come unexpectedly due to the complexity and uncertainty of the offshoring project 

and are often hard to measure. This unknown hidden cost was reflected in an unexpected high 

turnover and a limited time frame influenced by geographical distance, experienced people 

leaving the company, and missing procedures mapping. The offshoring complexity spurred the 

“known and unknown” hidden cost and it can be lowered through the experience and 

improvement of organizational processes and structure.  

 

Through this research, it has become clear that offshoring drivers affect the implementation 

process as it reflects organizational congruence and the way its complexity is handled can 

contemplate an escalating hidden cost and further consequences. Consultancy firms can 

propose different solutions for offshoring projects and managers can follow organizational 

norms, procedures, and strategic plans but if they don't listen to the employees involved in the 

daily processes, their solutions might be inefficient or can miss valuable participation from the 

actors involved. The differences between strategic goals and the actual performance through 

the concept of hidden cost where known hidden costs represent how activities abroad might be 

challenging and expected in the reconfiguration of processes while unknown hidden costs 

constitute the unexpected contingencies of the inter-organizational arrangements. Stringfellow 

et al., (2008) claim that offshoring projects can fail due to the extra cost that was not properly 

considered enabling firms to achieve the desired offshoring benefits. These extra costs can 

include coordination issues, tasks, and geographical complexity, and strong interdependence 

between the onshore and offshore tasks (higher knowledge transfer, coordination, and control). 

 

6.1 Theoretical contributions  

Our research contributes to the offshoring literature by underscoring the concept of hidden cost 

since engaging in relocation projects abroad are more challenging than expected and require 

organized coordination of activities of disaggregated processes that are globally dispersed. 

https://paperpile.com/c/Di4bpH/BpZG
https://paperpile.com/c/Di4bpH/BpZG
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Additionally, it helps to foresee known and unknown hidden costs that companies can incur 

during the implementation of the OS strategy. 

 

Previous researches concerning knowledge transfer in offshoring strategy have mainly been 

focused on the macro-level (Jensen, 2009; Manning, 2014), a few pieces of research have 

investigated the dynamics in the micro-level (Zimmermann & Ravishankar, 2016; Woodard & 

Sherman, 2015) in which social dynamics between onshore and offshore employees determine 

the degree of support transferring tasks, resulting in an absence of knowledge in the field. This 

study enriches this gap by focusing on the micro-level and investigating the performance of 

onshore and offshore teams in the knowledge transfer process and therefore contributing to the 

research in this area. Moreover, it contributes to understanding manager’s perspectives while 

being in charge of transferring knowledge as they tend to have a broader and rational 

perspective with the capability of organizing their workforce considering the firm’s strategy, 

resources, culture, and the environment. The field of management also seeks to examine 

individuals, groups, and organizational dynamics (Miner, 2002) ensuring that individuals are 

aiming to reach effectiveness in achieving organizational mission and goals and in motivating 

individuals to work toward maximizing productivity (Stroh et al., 2001). 

 

OS has become a widely business practice and therefore is of interest to understand the role of 

human capital in the transfer of knowledge during its implementation. As a result, the research 

conceptualized the hidden cost of knowledge transfer in the interactions between onshore and 

offshore teams by providing a research model that can be useful for further research. 

Furthermore, the research provides contributions by enhancing the theoretical field identifying 

key factors of known and unknown hidden costs and how its management reflects the 

organization's capabilities to integrate properly their operations.  

 

6.2 Managerial implications 

This case study offers important lessons for managers in organizations that are conducting and 

implementing offshoring projects. Managers should view offshoring as an opportunity to 

enhance their competences and competitiveness. Relocation strategies destabilize 

organizational dynamics and functions and therefore effective managerial actions require the 

retention of knowledge internally keeping their best workforce during the offshoring.  

https://paperpile.com/c/Di4bpH/6vRx
https://paperpile.com/c/Di4bpH/6vRx
https://paperpile.com/c/Di4bpH/DHsXd
https://paperpile.com/c/Di4bpH/7Jm6d
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External factors such as language and culture have a significant influence on offshoring 

projects, therefore, companies should develop and strengthen communication. Also, consider 

the degree of impact of these factors based on the stage of the offshoring where the company 

is currently. Managers should acknowledge that having multiple cultures in the teams have 

pros and cons and this can bring positive outcomes by minimizing the challenges. Integrating 

the advantages of cultural diversity can provide an open conversation where they can benefit 

from different points of view and broad experience. Additionally, managers have to adjust the 

type of training to suit the offshore team culture, allowing more personal interaction to build 

trust, as it is essential to facilitate the delivery of tacit knowledge at the early stage of the 

process. 

 

A preparation period, defining and modeling business processes, and creating knowledge maps 

is helpful as a starting point. Despite procedures is a theory and the practice is not the same, it 

is still important for individuals when conducting their daily activities especially for everyone 

in a new position to learn how to build things. Moreover, these procedures are not only essential 

at the beginning but also they should be updated with new tasks. In this sense, everything 

should be mapped and described to keep the flow of knowledge before and after going live.  

 

  

6.5 Limitations and future research 

Our study has some inherent limitations that can be mentioned and could be suggestions for 

future research that can be indicated since the research scratches the surface of the hidden cost 

of the knowledge transfer process in offshoring projects.  

 

Since the method chosen relies on a qualitative nature, the research conducted in this paper 

could not generalize the findings to a wider audience and just allow to enrich a contextual 

understanding of hidden cost in the knowledge transfer process. Thus, to increase the reliability 

of the research, it is recommended to conduct similar studies in companies in different sectors 

allowing a more universal assessment of the strategy implementation. Conducting quantitative 

research can be suggested to allow the generalization of the findings. Future research can also 

include the collection of data methods through observation to be able to capture the actions and 

interactions between onshore and offshore teams allowing them to perceive these dynamics 

through the eyes of the researchers.  
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The researchers have chosen a single case study in a company that has engaged in multiple 

relocation projects, however, there is the possibility of bias due to subjective feelings of the 

authors that could have exerted an influence in the study. Moreover, a multiple case study 

including a larger sample of companies can provide a wider understanding of the phenomenon. 

Thus, in comparison with other companies that have engaged in offshoring of services can also 

enhance the empirical base of this field.  

 

Due to the current context of COVID-19 in which it was safer online meetings, hampered the 

possibility of conducting the interviews face-to-face, resulting in the use of a connection media 

such as Microsoft Teams or Skype. Even though are good platforms for communication the 

internet connection is not always optimal for a fluent conversation hindering the participant 

and interviewer’s expression. The interviews over the phone were not considered an option 

because the researchers wanted to fully capture the interviewee’s body language to enrich the 

analysis. For further research, face-to-face interviews are recommended to improve interaction 

with a more communicative conversation. Additionally, the interviews were conducted in 

English which is not the native language of the participants and interviewers, therefore there is 

always room for the shortage of limited vocabulary to be more eloquent and misunderstandings 

by losing the real meaning of expressions.  
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Appendix 1 

 

 

Interview guide 

 

Introduction to the study (3 min) 

- Personal presentation  

- The purpose of the study - shortly not too much detail 

- Explanation of confidentiality and ask about recording 

 

Basic respondent information (5 min) 

1. Where are you from and how many languages do you speak? 

2. Have you participated in both relocation projects in Malmö and Lithuania?  

3. What was your role in the relocation and can you describe the main tasks during the 

project?  

4. How long have you been working in the company? 

 

Relocation project - Offshoring (7 min) 

1. Do you know the reasoning behind and the purpose of the relocation project? If yes, 

can you describe it? 

2. What kind of resources or capabilities do you consider most relevant for the success of 

the relocation? 

 

Knowledge transfer challenges and difficulties within the micro-level (30-40 min) 

1. Which departments/units were relocated?  

2. At an early stage, how was the planning and coordination of the knowledge transfer?  

3. As a manager how much were you involved in the transfer of knowledge?  

4. How would you rate the success of communication between onshore-offshore teams? 

5. As a manager, what kind of challenges were faced during the transfer of tasks, 

information, and knowledge?  

6. Do you think that culture and language exert an influence on those challenges? And 

how? 

7. In the transfer of knowledge, the learning process can be acquired by practice. How did 

this transfer by practice managed in the offshoring? 
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8. How did you promote the engagement of onshore employees to participate actively in 

the relocation, willing to share the knowledge?   

- Do they have the capabilities/skills to transfer knowledge? 

9. What consequences bring the offshoring to the onshore colleagues? 

● Outcome expectations 

● Efficiency, efficacy, coordination effort 

10. Did you face unexpected situations in the transfer knowledge process? Can you 

describe them? How do you handle them? 

11. What recommendations or advice would you give to onshore-offshore colleagues to 

achieve a satisfactory performance or improve towards reaching better results?  

12. How would you assess/rate the offshoring project overall? success or failure and why? 

13. Would you like to add something? 
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Appendix 2 

 

 

 

Email request  

 

 

 

Good afternoon, 

 
We are contacting you regarding the research that we want to conduct at your company. We 

are two master students from Kristianstad university and we are currently writing our master 

thesis in international businesses and marketing.  

 
Thus, we think it would be very interesting and useful to gain further knowledge from an 

interview with you. We would be very thankful if you could take the time to meet us for around 

45 minutes to answer some questions. Our research is about the knowledge transfer process in 

the offshoring strategy from a managerial perspective, it is done in English and we can do it 

online through zoom or skype (due to the corona situation).  

 
We believe that your experience and the firm's experience would contribute well to our study 

since you have been part of the relocation of the CS hub first to Malmö and then to Lithuania.   

 
Please write back to us with the time that suits you and we will do our best to make it work. 

The earliest appointment is much appreciated. 

 
Thank you for the opportunity and we hope to hear from you soon! 

 
 
Diana Portela and Ghiwa Kazan 
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Appendix 3 

 

CONSENT FORM FOR INTERVIEWS  

 

 

Title of Research Project 

The hidden cost of knowledge transfer in the OS strategy from the manager’s lens 

Details of Project This project is an explorative study, aiming to contribute to the academic 

debate. The study aims to find out the hidden costs in the knowledge transfer as part of the OS 

implementation from a multi-level managerial perspective.  

 

Contact Details For further information about the research or your interview data, please 

contact:  

● Diana Portela +46729284851 - diana_betty.portela_jimenez0001@stud.hkr.se 

● Ghiwa Kazan +46737163444 - ghiwa.kazan0001@stud.hkr.se 

 

Data storage All interview transcripts will be stored in confidence and in accordance with the 

Data Protection Act as well as the university’s general data protection guidelines. If you request 

it, you will be supplied with a copy of your interview transcript.  

 

Anonymity Any data that the researcher extracts from this project for use in reports or 

published findings will not, under any circumstance, contain names or reveal your identity.  

 

Consent I voluntarily agree to participate and to the use of the interview data for the purposes 

specified above. I have read and understood the explanatory information. I understand that I 

have the right to withdraw from the study at any time. I can choose to not answer any questions 

asked should I feel uncomfortable at any time during the interview.  

 

SIGNATURE: ...............................               DATE………………………….....  

 

Note: Your contact details are kept separately from your interview data  

 

Name of interviewee:.......................................................................  

 

Email/phone:.....................................................................................  

 

Signature of researcher…………………………………………………  
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