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Abstract 

Background: Sweden is the home to many successful startups. The lack of IT-developers causes 

companies to use offshore outsourcing to realize their ideas. In research, there are studies on what needs 

to be done to outsource successfully. Researchers and practitioners argue that different perspectives on 

the impact of success need to be considered. Many studies show that the quality of the partnership 

relationship between customer and supplier is essential for the success of an outsourcing project. 

However, there are little studies on how success in outsourcing for a start-up comes about in the pre 

start-up phase and from which factors this depends.  

 

Purpose: This research has the purpose to understand why software startups outsource offshore in the 

pre-startup phase and how success can be achieved in these outsourcing projects. The partnership 

relationship has an influence on the success of outsourcing and is influenced by several factors. This 

research aims to find critical success factors in the pre start-up phase for offshore outsourcing.  

 

Method: To find answers to our research questions a multiple case study within 9 Swedish start-ups 

was conducted. Therefore, we collected all data through semi-structured interviews based on an 

interview guide. The critical success factors in outsourcing in the pre start-up phase were analyzed using 

content analysis methods.  

 

Conclusion: Our results show that outsourcing was an essential business step for all the examined 

software start-ups in order to realize their idea. In most cases, tactical reasons like availability of 

resources and costs savings were why start-ups chose to outsource software development to a provider 

abroad. The quick confirmation of ideas was another important aspect for some start-ups:  "fail fast and 

fail cheap". All investigated factors play a role in offshoring success, but communication, which directly 

influences trust, has the biggest influence on outsourcing success in the pre start-up phase of a firm. All 

other success factors influence the trust between client and vendor, which has a positive influence on 

the outsourcing success. It turns out that factors such as performance become more relevant in a more 

mature phase of the business. 
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1 Introduction 

______________________________________________________________________ 

The first chapter of this master’s thesis serves to give an orientation about the topic and 

the procedure of the master’s thesis. This chapter presents background, problem 

formulation, purpose, research questions and thesis structure. 

 

1.1 Background 

Software companies are increasingly seeking to adapt their economic performance to their 

dynamic business environment. For small entrepreneurial teams, innovative approaches and 

scalable business models are the hallmarks of their businesses (Nguyen Duc & Abrahamsson, 

2017). 

 

In order to realize their spirit, drive and adaptability, some companies take advantage of the 

opportunity to leverage the expertise of third-party vendors. Tasks that do not correspond to the 

company's core competencies (Javidan, 1998) are outsourced to other companies that are able to 

implement (sub)projects effectively and with high quality. Outsourcing is therefore an important 

and attractive option for many companies. Especially in the fastest-growing world of information 

technology, a trend towards outsourcing has developed over the last two decades. Current research 

sources such as Whitelane Research Institution (2018) and KPMG (2018) also confirm an increase 

in the demand for outsourcing in the Nordic countries of 65% within the next 5 years. 

 

According to Lee (2001), the research area Information Technology Outsourcing (ITO) and has 

been researched since the 1980s. For decades, there have been researchers dealing with the 

phenomenon and aspects of IT outsourcing and note that ITO has an influence on globalization 

and digitization (Lacity, Khan, & Willcocks, 2009). Practical research in recent decades has 

shown that outsourcing in the IT sector can be an important business advantage for companies in 

the growing services market (Lacity et al., 2009). 

 

More technology start-ups are emerging which roll out new innovative software products and 

focus on a scalable business model (Giardino, Wang, & Abrahamsson, 2014). Sweden has 

developed into a start-up hub and is the home of several tech firms. However, these young 

companies, which are particularly dependent on their own cash reserves in the early stages, must 

make a conscious decision regarding the way they develop their software. In addition, there is a 

shortage of IT developers in Scandinavia (Chandrashekhar & Bhattacharyya, 2017). Countries 
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like China and India, but also Eastern European countries, are home to many IT developers who 

are willing to work at a lower hourly rate than the Western European workforce. Under these 

circumstances, various tasks such as prototyping, programming and manufacturing are transferred 

to external resources (Almeida, Dokko, & Rosenkopf, 2003). There are many known advantages 

of outsourcing: reducing costs, increasing the value of the company, gaining competitive 

advantages, increasing turnover and concentrating on the company's core competencies (Hanna 

& Daim, 2007). 

 

For start-ups however, having their software developed by a different firm is still less popular 

(Nguyen Duc & Abrahamsson, 2017). This includes the practitioner claiming that outsourcing 

core competencies or the core product for technology-based start-ups is considered risky. In 

addition, typical difficulties of outsourcing are known: hidden costs, time and cultural differences 

between the involved parties and their locations (Aron, Clemons, & Reddi, 2005). 

 

The failure of an outsourcing project can also lead to the failure of the entire enterprise. It is 

therefore important to understand what makes an outsourcing project a success and which factors 

play a role (L. Lee & Kim, 1999). Researchers and practitioners argue that different perspectives 

for the impact of success need to be considered. Many studies show that the quality of the 

partnership relationship between customer and supplier is essential for the success of an 

outsourcing project. It has been shown that by considering and maintaining certain success 

factors, the reduction of failures is achievable (Lacity et al., 2009; J. N. Lee, 2001; L. Lee & Kim, 

1999; Winkler, Dibbern, & Heinzl, 2008). 

 

1.2 Problem discussion  

An increasing number of start-ups around the world is becoming economically more important in 

a scene which is characterized by particularly rapid growth (Almeida et al., 2003). IT start-ups 

tend to start very quickly and struggle with agile implementation processes. This is often due to 

a lack of resources and a lack of expertise in certain areas that make it difficult to react quickly 

and implement from an external environment (Nguyen Duc & Abrahamsson, 2017). However, 

ideas are not always produced in-house, but implemented with the help of a second instance. 

Companies that do not produce their ideas themselves often decide to outsource for cost-efficient 

reasons (Brown, 2005; Dominguez, 2006). This goes particularly for young companies which 

rarely possess high financial resources. In order to implement an idea quickly and efficiently, 

other resources are considered. Outsourcing makes it easier to ensure this, as the labor market 
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abroad is more favorable. In economics, outsourcing refers to the transfer of company tasks and 

structures to external service providers.  

 

The emergence of challenges and the management of these issues are a fundamental element of 

outsourcing. This is subject to a Social Integrity Code of the interactions of two groups of 

individuals reflected in the partnership relationship (Weber, 1922). It was found that the quality 

and the resulting success of an outsourcing project depends on certain factors (L. Lee & Kim, 

1999). There are many studies dealing with this topic in large companies. However, rather few 

findings and influences of these success factors or assessment of success lie from the start-up 

perspective. Nevertheless, despite these difficulties, start-ups tend to increasingly outsource their 

product development and are even willing to create and improve obstacles to long-term 

cooperation (Giardino et al., 2014; Nguyen Duc & Abrahamsson, 2017; Unterkalmsteiner et al., 

2016). 

 

Sweden as a country has a very active start-up scene. Start-ups are widely spread throughout the 

country, and Stockholm is seen as one of the biggest start-up hubs in Europe (Telegraph). In 

addition to that, Sweden as a whole produces the second most start-ups on a per capita basis the 

world, after Silicon Valley. The reason for this is most likely that the Swedish government started 

to invest heavily in the country’s technology infrastructure (Davidson, 2015). According to 

(Warström, 2018), the new generation of Swedish start-ups will be even more successful than the 

previous ones, like Skype, Spotify and Klarna. This promising future for Sweden as a start-up 

hub makes it a very interesting country to research.  

 

1.3 Research gap 

As mentioned before, a fair amount of research has been done in the field of (software) 

outsourcing over the last years (Lacity et al., 2009). Many papers describe the problems, successes 

and failures of many outsourcing collaboration, both onshore and offshore.  

 

There is however a gap in the literature concerning the experience of Swedish start-ups with 

outsourcing. Start-ups generally lack financial resources (Nguyen Duc & Abrahamsson, 2017), 

which could make it difficult to develop a project in house or with a local development-firm. 

Because of this lack of resources and a strong dependency to the outcome of the outsourced 

project, their approach to offshoring might be different from established firms. Also, the success 

factors from Swedish outsourcing-projects are unknown. The different culture and attitude of 
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Sweden-based start-ups could result in different attitudes and behaviors towards global software 

development in comparison to the projects described in other (case) studies. According to (Ali & 

Khan, 2016), the success of global software development projects varies a lot between firms and 

countries, and is dependent on many different factors. Therefore, it is unsure if Swedish software 

start-ups are facing the same difficulties as firms or start-ups in other countries around the globe, 

and if the same factors lead to successful outsourcing. Also, the reason why specifically Swedish 

start-ups outsource offshore is unknown. That is why it is relevant to study this from a Swedish 

start-up-perspective.  

 

1.4 Purpose 

The purpose of this study is twofold: Firstly, to address problems which Swedish start-ups have 

been facing when it comes to the offshore outsourcing of IT-work in the early stage of the firm, 

with the goal that other firms can learn from this in order to be better prepared for future offshoring 

projects. With other firms, we point out two types of firms: Company’s (start-ups) in the need of 

IT-development-power as the customers, and IT-development firms or outsourcing-agents on the 

supplier-side. The results of this study can be used as a tool to improve the outsourcing process. 

On the other side, the suppliers of IT-development-work (whether these are Swedish 

development-agents or overseas developers) know what to focus on when they want to establish 

a strong partnership with Swedish start-ups.  

 

The second goal of this study is to analyze with what reason Swedish start-ups outsource. With 

this knowledge, other start-ups can validate their decision to outsource or form an outsourcing-

strategy. In addition to that, software development-providers can approach the Swedish market in 

a more efficient way. It also creates an understanding of the national situation and creates a basis 

for further research.  

 

1.5 Research question 

As already shown, the main objective of this research is to examine which experiences start-ups 

have found in outsourcing and how problems encountered could be eliminated to improve this 

experience in the future. 

 

This study implies two fundamental questions. The basic idea is to find out which factors need to 

be met for offshore outsourcing in the initial phase of a start-up to be successful, and why Swedish 

software start-ups decide to outsource their work offshore.  
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Therefore, the research questions that will be utilized to investigate the subject are: 

 

RQ1: What are the critical success factors for an offshore outsourcing project in the pre start-up 

phase of a Swedish startup, from a partnership relationship perspective? 

RQ2: Why do Swedish software start-ups outsource offshore in the pre start-up phase of the firm? 

 

Answering the questions can be relevant for young companies which are offshoring or deciding 

whether or not to outsource offshore. In this paper we will look at what disturbance factors have 

arisen from the point of view of the start-up in outsourcing and to what extent the company would 

design this process differently in order to create an improvement. 

 

1.6 Thesis structure 

In accordance with the objectives of this research, the present work has been divided into five 

chapters. The present research work is subject to a certain structure and includes 7 chapters. 

Chapter 1 describes the aim of the research by providing an overview through background, 

problem discussion, purpose, research question and thesis structure. Chapter 2 provides the 

theoretical framework and deals with the phenomena of global software development and start-

ups using outsourcing in the IT services sector. Chapter 3 discusses the methodological approach 

to conducting research and explains the underlying theory that supports the research viewpoint. 

Chapter 4 highlights the results of this research along with a detailed analysis. This takes the form 

of a qualitative analysis of extracts from the interviews conducted. Chapter 5 deals with the 

analysis of the data obtained in order to be able to carry out an appropriate evaluation. Chapter 6 

concludes the work and reflects the findings of the research. Chapter 7 presents a discussion of 

the whole work and the findings gained. In addition, suggestions for future research are 

supplemented. 
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2 Theoretical framework 

______________________________________________________________________ 

This chapter provides the theoretical framework for the study by giving insights in 

relevant existing knowledge and research within software outsourcing. We use a snowball 

approach to find relevant articles in the database Web of Science. In addition to that, this 

chapter has the purpose of providing a deeper explanation of the terms used in this thesis. 

The chapter is concluded with a theoretical framework for the thesis.  

 

2.1 Distinction between start-up and SME 

For the term `start-up´ there is not a clear definition, and it is important to clarify which definition 

is used for any particular research (Paternoster, Giardino, Unterkalmsteiner, Gorschek, & 

Abrahamsson, 2014). Steven Blank (2011) defines a start-up as a company that is formed to seek 

a repeatable and scalable business model. It can be noted that when researching different studies 

about the term start-up, some consensus exists. Many sources describe a start-up as a recently 

founded company with an innovative business idea and high growth potential (Kollmann, 2016). 

This implies that an important characteristic of a start-up is the degree of innovation and an above-

average potential to grow, i.e. to scale. Most start-ups are strongly technology oriented, and deal 

with hardware- or software products (Nguyen Duc & Abrahamsson, 2017).  

 

Although many people see a start-up just as any other firm, there are significant differences 

between a start-up and small or medium sized enterprises (SME’s), which are described by 

Nguyen Duc & Abrahamsson (2017). An SME strives to keep the growth of the company constant 

and stable, as it generally has been long established in the market. Also from an outsourcing 

perspective, an SME has a different financial position. An SME is generally financially stable and 

can cope with costs in cased of a failed project. On the other hand, a start-up generally does not 

have this financial flexibility. Start-ups mostly have an unclear picture of their target group, which 

means they don't know exactly which customers to focus on. An SME, however, usually knows 

its customers and often relies on good customer care. The internal organizational structure also 

differs in that a start-up is more of an agile and flexible team and an SME has a cleanly structured 

organization. 

 

 



 

 

 7 

(reproduced from Nguyen Duc & Abrahamsson, 

2017, p. 2) 

Compared to SME’s, start-ups are exposed to more risks. This starts with the fact that the 

management and founding members usually have little entrepreneurial experience. Since start-

ups aim to enter a relatively unexplored market, the risk is high that the market will not accept 

the product (Crowne & Ieee, 2002). Therefore, most start-ups do not reach the economic growth 

rate (Duchesneau & Gartner, 1990; van Gelderen, Thurik, & Bosma, 2005). 

 

The differences between start-up and SME are shown in Table 1. As part of this work, we have 

focused on software start-ups that develop products with significant software shares and define 

them through an innovative business idea and high growth rate. 

 

Table  1: Comparison between start-up and SME  

  

  Start-up SME 

Business goal high and fast growth stable business 

Financial Risk  high risk  low risk 

Customer unknown  often known 

Organization 

structure 

Various from agile 

team to more 

structured 

organization 

A structured and 

stable group of 

employees 
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(derived from Jansen et al., 2008; Nguyen Duc et al. 

, 2016) 

2.2 Start-up software life cycle 

Cooper (2001) and Ries (2011) mentioned that it is a long process until a start-up is an established 

company. This evolution can be portrayed in several stages, in which thee demand to outsource 

software engineering differs: (1) idea, (2) pre start-up, (3) start-up and (4) scaling phase (Nguyen 

Duc et al., 2016). The evolution of a start-up is depicted in Figure 1 below.  

 

Figure 1: Life cycle of software start-ups  

 

The idea phase is the basis of a start-up journey and explores the potential business options by 

identifying and addressing the idea. This includes the validation of the idea to determine its 

feasibility. The possibility of outsourcing is taken into consideration and integrated into the 

planning. In the pre start-up phase it is a matter of building up the organization in its basic 

structure and to collect corresponding sustainable competences. The early approach to find 

customers, funding organizations and cooperation partners is part of the tangible realization of 

the idea (Nguyen-Duc, Shah, Ambrahamsson, & Soc, 2016). This phase tends to start with the 

first outsourcing projects. The start-up phase means that the developed product enters the market. 

Here it becomes clear whether an outsourcing project is extended and develops into a long-term 

partnership. The scaling phase is characterized by a growing demand for the developed product 

(Jansen, Brinkkemper, Hunink, & Demir, 2008; Nguyen Duc & Abrahamsson, 2017). It becomes 

apparent whether the product will be accepted by the market. A rapid growth of the company 

becomes clear, which raises the claim of the outsourcing partner (Nguyen Duc & Abrahamsson, 

2017). 

 

Gelderen, Thurik and Bosma (2005) mention how important the pre start-up phase can be for the 

company, as it is about recognizing the entrepreneurial opportunity and developing a business 

concept. This is where the involvement of cooperation partners in the form of outsourcing comes 

in. Certain success factors play a role in whether this phase is withstood. A success factor in one 

phase can very well be an error factor in another phase. In the further deeper branching, the 

cooperation of an outsourcing partner (Nguyen Duc & Abrahamsson, 2017) and the partnership 

factors involved are important for the success of the project (L. Lee & Kim, 1999) and for 

surviving the start-up phase (van Gelderen et al., 2005).  
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(reproduced from Power, M., 2006, p. 3) 

2.3 Defining offshore outsourcing 

(Oshri, 2009) explains offshore outsourcing by defining both the words separately. He describes 

outsourcing as contracting the management and completion of a certain amount of work with a 

third-party service provider, where the time, costs and the level of service provided are specified. 

According to (Power, Desouza, & Bonifazi, 2006), outsourcing needs a transfer of production 

factors, resources used to perform the tasks, and the decision rights or responsibilities. The client 

is transferring these factors to the vendor (who does the work and makes decisions), and the scope 

of the work is caught in a project, as illustrated in figure 2 below. In our thesis, we will look both 

from the client- and the vendor perspective at outsourcing experiences.  

 

 

Figure 2: Components of outsourcing  

 

Offshoring is the relocation of any organizational activity to another country, whether this is to 

an own subsidiary or an independent service provider (Oshri, 2009). Offshoring work to an 

independent service provider is here referred to as offshore outsourcing, and means that a project 

is being performed by an external party in a different country from where the customer is based.  
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(derived from Brown, 2005) 

2.4 Timing and reasons to IT offshore outsource 

Companies (not specifically start-ups) have different reasons to outsource their work, and the 

approach towards outsourcing has been changing over the years. According to (Brown, 2005), 

three levels of outsourcing can be identified: tactical, strategic and transformational outsourcing. 

See figure 3 below. 

 

 

Figure 3: Level of outsoucing  

 

 

Tactical outsourcing 

When the reason to outsource is of a tactical nature, the firm is usually experiencing specific 

problems which they think can be solved by involving a third party (Brown, 2005). These 

problems can for instance be a lack of financial resources, the absence of talent or internal 

managerial competence, or in order to reduce headcount within the firm. Tactical outsourcing 

often is used to perform large-scale corporate restructuring. All in all, tactical outsourcing is about 

saving money or time, without focus on a long-term relationship between client and vendor.  

 

Strategic outsourcing 

According to (Power et al., 2006), over the years the reason to outsource has generally moved 

from being financially motivated to being more strategically based. The focus has been moving 

from using the least expensive resources to finding knowledgeable workers in order to execute 

capability- and competence-intensive projects in order to achieve high growth, competitive 

advantage and being able to have a more flexible organization. (Brown, 2005) mentions that firms 

realized that greater value from outsourcing could be achieved in comparison to the traditional 

method. Managers saw that outsourcing enabled them to focus more on the strategic aspects of 

their jobs. In order to do this, both the scope of the relationships and the vendor’s involvement 
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(reproduced from Dominiguez, L. 2006, p. 21) 

grew significantly. The managerial mindset towards the vendor changed from a buyer-supplier 

relationship to one between long-term business partners, where there is a mutual benefit.  

 

Transformational outsourcing 

Transformational outsourcing is seen as third-generation outsourcing and focusses on creating 

value rather than cutting costs (Brown, 2005). Firms use the competences of their outsourcing 

partners to redefine their business in order to survive economically in the rapidly changing world. 

The vendors have transformed from tools for being more efficient or better focused to being power 

forces for change in the battle for market share (Brown, 2005). The difference to strategic 

outsourcing is small, however the focus nowadays is even more on innovating through 

partnerships.  

 

All in all, the main reasons why IT-firms decide to offshore are to save costs, improve quality, 

increase speed, gain access to knowledge and resources and focus on core business processes 

(Dominguez, 2006). See figure 4 below for an overview. 

 

 

Figure 4: Driving factors for companies to outsource offshore  

 

  

0% 10% 20% 30% 40% 50% 60% 70% 80%

Gain industry expertise

Penetrate market

Cost predictability

Forced strategy

Gain technical skill sets

Improve time to market

Improve quality

Achieve cost savings

Driving factors for companies to outsource 
offshore
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2.5 Partnership relationship in IT outsourcing 

Scientists have looked at what the success of an outsourcing project depends on and what factors 

affect the success of these ventures (L. Lee & Kim, 1999). Many organizations have experienced 

difficulties in managing outsourcing initiatives. The relationship between client and vendor can 

be divided into a contractual relationship and a partnership relationship, which is more socially 

oriented (Winkler et al., 2008). 

 

We refer to these two viewpoints to understand the success of outsourcing in a framed picture 

based on previous studies which have been related to different enterprises. From a business 

perspective, the outsourcing relationship is typically defined as a contractual agreement to fulfil 

certain tasks, products or services (Stefan, 2011). The formal contract provides clear rules and 

sanctions for infringements and non-performance of obligations. This contractual agreement is 

drawn up by negotiations between both parties and represents only a paper-based partnership, 

whereby success can be measured by achieving the goals. However, this is not a guarantee for the 

achievement of outsourcing success (Henderson, 1990). 

 

However, a successful software project does not only depend on the contractual agreement but is 

also rested on social dynamic relationship between client and vendor which in most organization 

identify that relationship management is the key to successful outsourcing (Goles, 2001).  

 

Within software outsourcing, the partnership relationship is defined as the transfer of 

responsibility and activity for the development of software applications for specific business 

purposes between client and vendor (Ali & Khan, 2016). According to Blau (1965), the concept 

of a customer-supplier relationship is linked to the social exchange theory which considers the 

social processes between two parties. As early as 1922, Max Weber (1922) noted that in the 

cooperation between people, whether from a business point of view or off-duty, it was based on 

reciprocal social actions. The cooperation and social interaction of both contractual partners for 

outsourcing projects is therefore a relevant element and has a decisive influence on outsourcing 

success. The people involved within a partnership are the important elements for cooperation to 

take place and end successfully (Winkler et al., 2008). Figure 5 depicts the partnership 

relationship interaction between client and vendor.  

 

The determination of which factors influence the relationship between client and supplier are 

considered differently by many researchers. However, from multitude of literature there is 

consensus as to which factors result in the success of a partnership relationship (L. Lee & Kim, 
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(derived from Lee & Kim, 1999) 

 

1999; Nguyen Duc & Abrahamsson, 2017; Winkler et al., 2008). For this research, we define the 

quality of the relationship as the degree of connection between the client and the vendor, and the 

factors/attributes that can affect the success of a project. In a nutshell, the factors for the success 

of an outsourcing partnership relationship are trust, communication, the performance of the 

vendor, commitment and conflict (Ali & Khan, 2016; L. Lee & Kim, 1999; Winkler et al., 2008). 

For our research, we looked at the partnership relationship and the associated success from a start-

up viewpoint. 

Figure 5: The partnership relationship interaction between client and vendor 

  

2.6 Success factors for outsourcing through partnership relationship 

The literature describes the success factors for outsourcing projects in general quite well, without 

focusing on a specific geographic location, culture or company size. The factors that influence 

the relationship between client and supplier are considered differently by many researchers (Ali 

& Khan, 2016). These success factors are often viewed from different perspectives and depend 

on what is expected in the relationship (Vayrynen & Kinnula, 2012). All factors are linked with 

the partnership and thus with the outsourcing success, where the success factors have an influence 

on the outsourcing success, and vice versa. Nevertheless, researchers notice that a good 

partnership relationship does not immediately lead to outsourcing success. However, this study 

focuses on analyzing which of the following success factors are the most critical and relates them 

to outsourcing success. (Ali & Khan, 2016; L. Lee & Kim, 1999; Vayrynen & Kinnula, 2012).  
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Trust  

According to Kim (1999), trust is defined as "the degree of trust and willingness between 

partners"(p.36). Trust is seen as a crucial factor in the partnership between both parties and their 

successful cooperation. In this context, especially many psychologists point out that the principle 

of trust is the most important attribute for a business relationship. Trust is the expectation not to 

be disadvantaged by the actions of others; as such, it is the indispensable foundation of any 

collaboration (McAllister, 1995).  

 

The view of maintaining trust can be perceived differently by the customer and the supplier and 

can lead to initial difficulties that then affect the success of the project. The parties must therefore 

understand each other's core values, deliver on time, understand how to work in an outsourcing 

project and fulfill the expectations (Ndubisi, 2011). From a cognitive point of view, trust is linked 

to the expected outcome of the individual (Falcone & Castelfranchi, 2001; Ndubisi, 2011; 

Sabherwal, 1999). From an economic point of view, companies should trust IT outsourcing 

services in order to achieve advantages such as cost reduction, quality improvement or being able 

to concentrate on core competencies. (Kern & Willcocks, 2000; L. Lee & Kim, 1999). 

 

Communication  

A clear communication might be the most discussed aspect when reviewing the literature looking 

for outsourcing success factors. Good communication promotes productive collaboration, optimal 

use of resources, exact execution of intermediate steps and thus the ability to continually make 

improvements in the design, development and production processes (Ali & Khan, 2016; L. Lee 

& Kim, 1999; Winkler et al., 2008). This includes encouraging team members to give feedback 

and creating an environment in which your company can incorporate and integrate the comments, 

suggestions and ideas of your suppliers. Communication between teams can be a problem, 

especially in offshoring projects (Dominguez, 2006). When working with international teams, 

language barriers and time zone differences can cause misunderstandings. Senior managers 

should make the outsourcing objectives clear to all people involved, both at the vendor and at the 

client’s side. There should be clear and honest communication regarding planning and goals in 

order to achieve the best results (Dominguez, 2006). Good communication ensures that all parties 

involved are sufficiently informed to improve cooperation (Winkler et al., 2008). In the study on 

Social Exchange, effective communication is essential to achieve set goals and prevent problems 

(Weber, 1922). 
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Commitment  

The commitment to a project involving a whole organization of two parties is another factor in IT 

outsourcing. It determines the degree of commitment to continue the relationship between the 

customer and the vendor. It represents the commitment to lead a relationship to success and to 

make it satisfying and beneficial for both sides  (Chou, Techatassanasoontorn, & Hung, 2015). 

For outsourcing to succeed, it is important that the whole organization supports the outsourcing 

initiative, starting with the management of the firm. Managers should be explained that the 

process will take time, effort and resources, even before the actual work has started (Dominguez, 

2006). Commitment is a useful construct for determining the probability of loyalty and predicting 

a long-term partnership between customer and supplier (Chou et al., 2015). The outsourcing can 

only reach its full potential if the entire organization supports and understands the initiative, and 

that eventual mistakes or negative experiences do not immediately lead to a loss in trust 

(Dominguez, 2006). 

 

Performance of the vendor 

The performance of the vendor, i.e. the result achieved, also has a positive effect on the quality 

of the relationship (Winkler et al., 2008). The service is closely linked to the quality provided by 

the supplier. Dominguez (2006) states that the focus on quality should remain throughout the 

outsourcing project. In the pre start-up phase, where the decision to outsource is being made, the 

focus should be on improving the current level of quality through the outsourcing initiative. If the 

initiative will lower the costs, but also decreases the quality, the decision should be taken to 

remain the task in-house. The vendor should be selected on both cost, time and quality. During 

the start of the outsourcing initiative, quality means providing an adequate planning before 

implementing. In order to have the transition to outsourcing go as smooth as possible, time should 

be taken for both the vendor and customer to get used to each other and the new way of working. 

During the development process, it could be wise to take regular quality checks and perform 

interim tests. If the quality is not as desired, action should be taken before it is too late. When 

aborting an outsourcing initiative, the quality standards should be used to evaluate the different 

options before terminating the partnership agreement. All in all, quality should be considered 

throughout the whole process in order to deliver the best products to the firm’s customers. 

In order to gain the most out of the vendor’s team, the own (client’s) team should consist of the 

best people with the right competences to deal with outsourcing projects. The team members must 

be collaborative, flexible, future focused and have both the technical and behavioural skills it 

needs to lead an international team. In order to integrate the outsourcing team with the in-house 

team, they need to have access to the best tools and skills. 
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Conflict 

Conflict in IT outsourcing partnership is defined as " The degree of incompatibility of activities, 

resource share, and goals between partners” (Lee & Kim, page 36, 1999). Conflicts can occur 

when different parties work together and are most inevitable (Winkler et al., 2008). These have a 

negative impact on cooperation in certain aspects of a partnership (Ndubisi, 2011; Winkler et al., 

2008). Conflicts can arise from different situations and is involved in almost any kind of negative 

social interaction of two parties. For the researcher, this means that conflicts should not be an 

isolated phenomenon. Moreover, depending on the occasion, the perception of a conflict by 

different partners may differ and thus lead to costly results. It is argued that conflict has a negative 

impact on performance of both involved parties and affects other relationship factors. Conflicts 

are closely connected emotionally and cause disagreements which pose a threat to cooperation, 

therefore solving conflicts is an important factor for the success of a collaboration (L. Lee & Kim, 

1999). 

 

2.7 Research model 

As this study explores outsourcing in start-ups, it begins by building a theoretical framework and 

research model that enables us to analyze the success factors of offshore outsourcing 

(Eisenhardt, 1989). The research model is intended to provide us with a better understanding of 

the factors determining success in outsourcing within start-up based on the partnership 

relationship perspective. According to Eisenhardt (1989), it is part of case study research to obtain 

the relevant elements from the existing outsourcing literature. We aim to offer a more robust 

way to capture the relationship in start-ups and outsourcing partners. For this research, we define 

the quality of the relationship as the degree of connection between the client and the vendor, and 

the factors that can affect the success of a project. Based on the examined literature, we created a 

research model which is depicted in figure 6. 
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Figure 6: Research model 

 

The research model above describes the influence of the five success factors as described in the 

paragraphs before to the partnership relationship. The boxes "Client" and "Vendor" are the parties 

involved in the outsourcing process (Dominguez, 2006). These two parties are connected by the 

“partnership relationship” which represents a part of the whole research objective in this thesis. 

In the displayed research model, all factors have a separate influence on the partnership 

relationship (Ali & Khan, 2016; L. Lee & Kim, 1999; Winkler et al., 2008). The partnership 

relationship has a direct effect to the outsourcing success (L. Lee & Kim, 1999; Winkler et al., 

2008).   
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3 Methodology 

______________________________________________________________________ 

This chapter contains a description of the methodology used to conduct this research. It 

starts with a detailed description of the research approach, research strategy, data 

collection and data analysis methods we used. In addition to that, we bring up arguments 

for our choice to perform a multiple case study. Finally, aspects of ethics and the 

conclusion of the section are presented. 

_____________________________________________________________________________ 

3.1 Research philosophy 

Research philosophy is about how the researchers perceive their world and why certain research 

strategies have been chosen (Saunders, Lewis, & Thornhill, 2007). Our research relates to the 

social sciences because we are interested in how different individuals perceive their environment 

through certain perspectives therefore the literature relate to social constructionism and positivism 

(Easterby-Smith, Thorpe, Jackson, & Jaspersen, 2018). 

 

In positivistic research, reality is objective, and properties can be pictured through measurements 

and collecting statistics. This implies that human interest and opinion are irrelevant. On the 

contrary social constructivism deals with the thoughts, experiences and feelings that make people 

the main drivers of the study (Easterby-Smith et al., 2018). 

 

The reason why we decide to use a social constructionist perspective is because we have a specific 

number of cases, and we are aiming to gather information from different actors. In addition, the 

reason for choosing social constructivism is that the human interest is important for our study and 

all information and data collected is based on human experience and opinions. Based on this 

intention we aim to increase the understanding and apprehension of our topic (Easterby-Smith et 

al., 2018). 
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3.2 Research approach  

There are countless research projects dealing with IT outsourcing that have investigated the 

phenomenon from a quantitative and qualitative point of view (Lacity et al., 2009). A quantitative 

research approach means that collected data are measured and processed by statistical methods to 

explain a hypotheses (Easterby-Smith et al., 2018). In addition, the quantitative approach is 

associated with deductive thinking. In deductive thinking, an attempt is made to test a generally 

accepted theory with a direct sample (Saunders et al., 2007). On the contrary, the qualitative 

approach focuses on understanding the research problem by using certain qualitative data usually 

obtained through interviews and further verbal analysis (Saunders et al., 2007). That argues more 

to an inductive thinking, which is about making a general statement with the help of an individual 

case (Saunders et al., 2007). 

 

This study uses a qualitative approach to data collection based on personal interviews, because 

our purpose is to acquire a deeper understanding of the problem. In order to obtain reliable and 

comparable data, semi-structured interviews are conducted (Easterby-Smith et al., 2018). All 

interviews were accurately recorded and then compiled into a clean analysis. This approach 

enables us to gain specific case-related information, which is helpful in the analysis and gives us 

the opportunity to gain a deep insight into the topic. Since we deal with a certain perspective of 

the outsourcing process for start-ups and we try to understand the experiences of involved 

individuals, the qualitative approach is better suitable for our research than the quantitative 

approach (Yin, 2006).  

 

3.3 Case study as a research method 

Baxter & Jack (2008) define a case study as an intensive study about a person, a group of people 

or an organization that aims to generalize over several units. As we are looking for people from 

different start-ups in Sweden who have experience in offshore outsourcing to gather their 

experiences, the case study seems to be the appropriate method for our research. 

 

There are two types of case studies: single case study and the multiple case study, which differ in 

the fact that in the single case study individuals are observed thoroughly and intensively, where 

in the multiple case study several individuals from different units or organizations are studied 

(Gustafsson, 2012). In this respect, we have chosen the multiple case study because we want to 

examine a particular situation in several organizations. Moreover, the multiple case study can lead 
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to some form of replication and helps to generalize the results. It allows a holistic view of the 

examined situation and provides a rounded picture given the many sources used. Another reason 

it is better suited in an explorative analysis when it comes to asking and answering "why" 

questions aimed at explaining a phenomenon (Yin, 2006). In addition, multiple case studies give 

a certain freedom and the researcher can clarify whether the results are valuable or not 

(Eisenhardt, 1989). Eisenhardt also argues that a multiple case study will allow a broader 

discovery of the theoretical field and the research question, which will give more traction to our 

investigation. 

 

However, there are some concerns to the multiple case study that should be noted (Yin, 2006). A 

multiple case study, unlike a single case study, cannot produce a very high quality theory because 

researching a single firm or entity provides additional and better insight through intensive 

observation in detail (Dyer & Wilkins, 1991). On the other hand, a multiple case study can lead 

to the generalization of a situation by using several cases and can thus convince with a better 

representativeness even if not so much observation time was invested (Gerring, 2004). Therefore, 

we conclude that the use of this method should not pose a problem as multiple case study is in 

favor of our intention. 

3.4 Data collection  

There are several ways to obtain the appropriate data for a research. In qualitative research there 

are certain forms of data collection which are preferred. Primary and secondary data are the two 

main types of empirical data (Easterby-Smith et al., 2018). The research question and purpose 

determines what kind of data is relevant for the research project (Yin, 2006). Primary data are 

information that has not been collected before and could provide new information. On the 

contrary, secondary data are previously recorded and are easier accessible (Easterby-Smith et al., 

2018). 

 

In this research we prefer to work with primary data to serve our purpose. The multiple case study 

approach allows us to gather different perspectives about the topic from different sources. We do 

this by selecting several companies and conducting semi-structured interviews with responsible 

project managers or Chief Executive Officers (CEO’s), who have gathered experiences with IT 

offshoring. The semi-structured interview method tries to combine the advantages of the 

structured and unstructured method. This gives us the opportunity to remain prepared but also 

flexible in the interviews and to amend further questions when necessary. Semi-structured 

interviews also give the respondents the opportunity to talk more openly and contribute personal 

experiences and other aspects spontaneously.  
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3.4.1 Interviewee selection 

Selecting the right interviewees is crucial in order to get the right results in a research. The persons 

or firms which are interviewed should serve as samples for a larger population in order for the 

interview to be representative (Easterby-Smith et al., 2018). In order to get companies that 

represent our target group, Swedish IT start-ups with experience in outsourcing, we chose to 

approach multiple firms which fulfill this criterion, but differ on aspects like business model or 

industry, to work with us on the research. This sampling method is referred to as purposive 

sampling (Easterby-Smith et al., 2018). We used Amadeus, the firms’ corporate websites and 

LinkedIn-pages to identify the suitability of the firm to our research. For many firms, it was 

unclear whether or not they had offshoring experiences, and this had to be confirmed through e-

mail prior to the interview.   

 

The initial approach to find start-ups was by contacting incubators throughout the country. As 

these institutions facilitate start-ups during their early stages and are in close contact with these 

firms, they are a great source of contacts. In addition to that, we consulted different start-up-

databases, like Seedtable, Startup-ranking and Crunchbase, which publish a useful list of growing 

start-ups throughout Sweden.  

 

In order to gain an insight in both perspectives of IT-outsourcing, we approached both software 

outsourcing consultancy-firms and companies which needed the solutions themselves (so the end-

customers). By interviewing both customers and suppliers of development-work, we aim to 

increase the credibility of the study. In addition to that, we picked firms from different cities 

around Sweden, with outsourcing partners in different countries around the world in order to 

gather different perspectives and make the work representative for a larger population (Easterby-

Smith et al., 2018). Being in touch with these different IT-suppliers, we used the snowball-effect 

in order to gain more relevant interview partners, like our interviewees’ former and current 

customers, which we then approached for interviews. Because the consultants have a good 

knowledge about the outsourcing-behavior of their customers, they could supply us with highly 

relevant industry-contacts. 

 

The firms that have worked with us are listed in the table below. Due to confidentiality reasons, 

some are listed without the company name.  
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Table  2: List of interview partners 

No. Company 

name  

Role of 

intervie

wee 

Firm size Outsource 

country 

Outsource 

task 

Client/ 

vendor 

Interview 

duration 

(mins) 

C1 Beetroot District 

manager 

5 

employees, 

350 

freelancers 

Ukraine Diverse Vendor 

(consul

tant) 

70 (Face-

to-face) 

C2 Digital 

Dividend 

Business 

Manager 

5 in 

Sweden, 

35 offshore 

Pakistan Mobile/Web

-applications 

Vendor 70 (Skype) 

C3 Adeoweb CEO 50 

employees 

Lithuania B2B/B2C 

web shops 

Vendor 50 (Skype) 

C4 

 

Online casino 

 

CEO 5 

employees 

India Web app / 

Website 

Client 75 (Face -

to-Face) 

C5 

 

Transportation 

software firm  

CEO 5 

employees 

Several: 

China, 

South-

Korea, etc. 

Diverse: 

Marketing, 

software 

development

, etc. 

Client 60 (Skype) 

C6 

 

App-developer 

 

CEO 8 

employees 

Poland Mobile app/ 

Cloud 

system 

Client 75 (face-to 

Face) 

C7 

 

Fin tech firm 

 

CEO 9 

employees 

Belarus The whole 

product 

development 

Client 60 (Skype) 

C8 Game 

development 

firm 

CEO 8 

Employees 

Romania 

and South 

Africa 

Main 

Product 

Client 70 

(Skype) 

C9 Travel agency CTO 8 

employees 

Romania, 

Poland, 

Ukraine 

Front and 

Back end 

development 

Client 75 

(Skype) 
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3.4.2 Interview design 

For this study, we performed both face-to-face and Skype-interviews. Our first interviews were 

conducted in person, as this possibly gives a better insight in the view of the interviewee, as a 

better contextualization can be achieved and non-verbal communication can be detected more 

easily (Easterby-Smith et al., 2018). By ‘practicing’ the interviews with the first interviewees in 

person, it is easier to understand the other interviewees when performing an interview through 

Skype. The limited amount of time, both from the interviewers and the interviewees, makes 

Skype-interviews a more attractive method as remote interviews offer more flexibility and 

managers feel less committed (Easterby-Smith et al., 2018). 

 

Every interview starts with a personal introduction from both sides, in order to get to know each 

other and to ‘break the ice’. After everybody explained their background, the purpose of the 

interview is being explained by the interviewers. The interviewee is then asked to briefly explain 

the firm’s activities, history and current situation to make sure it matches with what we have 

identified using the website or LinkedIn-page. After the understanding of the phenomenon 

offshore outsourcing is checked, the relevant research questions are being asked in a natural way. 

The interviewers try to get the interviewee to explain his/her answers thoroughly in order to 

increase the possibility of gaining new insights into the topic. The interview guide includes 

questions regarding the outsourced projects, the reason for outsourcing and the problems that 

occurred during the process.  

 

To guide the interview in an efficient way, broad interview questions are prepared in order to 

direct the interview in the desired direction, while still allowing to answer the questions in a 

flexible manner. By doing so, the necessary data can be extracted in an efficient way and prevents 

interviewees from steering an interview in a particular direction (Easterby-Smith et al., 2018). 

Additionally, the researchers stay open to new ideas emerging from participants. The questions 

are designed in a way that gives room for a creative answer and doesn’t push the interviewee into 

a certain direction. In some situations where the outsourcing situation is different than expected, 

the set of questions will not be fully applicable to the conversation. In this case, the questions will 

be used as a topic guide, in order to provide a loose structure for the questions to make sure that 

all the necessary topics are covered during the interview (Easterby-Smith et al., 2018). With every 

interview, one of us had the role of asking the questions and keeping the conversation going, 

where the other took notes of all relevant answers.  

The full list of interview questions can be found in appendix A.  
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3.5 Data analysis  

Qualitative research is the collection of non-standardized data and their analysis using special, 

non-statistical methods (Bohnsack, 2008). The researcher has the opportunity through this 

research design to collect all data by using an interactive approach like interviews or observations 

(Easterby-Smith et al., 2018). For our research purpose all data were collected through interviews 

and enhanced by using aggregated data of the start-up when it was applicable. 

 

Since grounded analyses gives the research a more open approach for the analysis of qualitative 

data (Easterby-Smith et al., 2018) we see this way of analysis the most suitable bifurcation in the 

context of our research due to the deeper understanding of success factors through their 

partnership relationship to the vendor in outsourcing within Swedish start-ups. 

 

This approach is a rather inductive analysis, the researcher can generally summarize a large 

amount of data in a short manner and evaluate it effectively. In addition, the researcher develops 

concepts, themes or models through interpretations when examining the collected raw data 

(Thomas, 2006). Therefore, we needed to code all collected data. 

 

Our pattern of coding the data, according to Easterby-Smith (2018), should be done in seven steps: 

It starts with the familiarization, i.e. the researcher evaluates all data and also considers non-coded 

information with the focus of the study (Boeije, 2010; Charmaz, 2013; Easterby-Smith et al., 

2018). Subsequently, a reflection of all interviews is necessary to deal with the extensive data and 

avoid losing focus. This is done in advance and the first step of coding is "open coding" or "first 

cycle coding" (Easterby-Smith, 2018), the first analytical step that supports the organization of 

the data and creates meaning through codes from the bulk of the data. Based on this first coding 

step, it is possible to explore patterns between codes and categorize them by finding similarities, 

differences and frequencies (Saldana, 2013). "Second cycle coding" (Easterby-Smith et al., 2018) 

or "axial coding" process the previous codes with a higher focus and require many iterations 

(Boeije, 2010). The sixth step is to explain the analytical framework with the resulting pattern. 

Finally, a re-evaluation is performed. The purpose of these steps is to systematically contribute to 

the segmentation and reassembly of the collected data into categories and topics that you can 

associate with theory. The systemic nature of coding is helpful to work effectively, as this process 

can quickly be overwhelming (Easterby-Smith et al., 2018). 

 

In order not to lose any information and to get the best possible gratification we conducted the 

interview in two ways depending on the conditions and events of the parties involved. For data 
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collection we conducted interviews face-to-face, by phone or using the online communication 

tool Skype. We recorded all conversations with audio or video and then transcribed them. The 

transcription was conducted as soon as possible after the corresponding interviews in order to 

secure that no valuable information went missing (Easterby-Smith et al., 2018). To improve our 

understanding, we reviewed all records several times to make sure we didn't miss any important 

data or facts. After everything has been accurately recorded and transcribed, both researchers 

coded the retrieved data (Baxter & Jack, 2008). 

 

The received empirical data were subdivided individually into corresponding codes, categories 

and topics. From the transcribed interview material, we performed the "first cycle" coding and 

then the "second cycle" coding. The codes received from the interviews were categorized in terms 

of our research objectives and divided into themes (Easterby-Smith et al., 2018). The first cycle 

coding is represented in the empirical findings, and the second cycle coding and classification 

scheme can be found in Appendix B. 

 

To keep up with the times, we use tools to organize the data we collect by storing everything in 

databases (Stake, 2010; Yin, 2006). For this we use the online cloud storage system Dropbox ®. 

This tool empowers us to process the data in a collection point and give access to each researcher. 

We did this to avoid a potential loss of information and to enable synergies in the generation of 

ideas (Yin, 2006). 

 

In order to give the analysis more traction, the opinion of other research members should be 

included (Baxter & Jack, 2008). We used cross-coding and since we are two members of a 

research team, we critically evaluated each other's work and analyzed and discussed it several 

times. This cross-coding improves the understanding of the received data by comparing the results 

with each other. Through this coding process we evaluated the research object and identified 

themes and categories, which are helpful for the investigation. 

 

3.6 Research quality 

Whether doing quantitative or qualitative research, there are different definitions to refute the 

quality of a work (Cameron, 2011). The traditional approach proposes to define the quality of 

research through validity and reliability. However, there is much discussion as to whether validity 

and reliability are appropriate (Savin-Baden & Major, 2012). This work does not pursue a 

pragmatic philosophical approach; accordingly these terms can be omitted for the assurance of 

the quality of research (Savin-Baden & Major, 2012). 
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Lincoln and Guba (1985)  say that qualitative research should be judged according to its own 

criteria based on trustworthiness. For this study we have chosen to follow this standard as this 

stance can give our work a higher tensile strength. The term "trustworthiness" for the quality in 

qualitative research is divided into credibility, transferability, dependability, and confirmability. 

 

Credibility is a measure of the recipient's willingness to accept another person's statement or 

results as valid (Savin-Baden & Major, 2012). In order to achieve credibility for this work, we 

use triangulation as a tool by using multiple observers and analysts.  

 

The transferability deals with the fact that the researcher is working out enough data and 

connections so that the readers of the study can judge whether the results are applicable in other 

situations or cases (Savin-Baden & Major, 2012). In order to ascertain the transferability of our 

research, we have described the research context and our assumptions in detail. With our multiple 

case study approach we intend to enable the results to be applied in other companies as well. 

 

Dependability means having sufficient information and documentation on the methods used to 

verify and replicate the study (Savin-Baden & Major, 2012). In relation to this, it is particularly 

important for us in this research to show in detail what we do and how we reach our conclusion. 

In order to provide a strong dependability, we have regularly discussed our research topic with 

the student research group in order to deal with problems that would violate the quality of the 

work. We also use the experience and research knowledge of our tutors and supervisors to ensure 

that they are relevant to practice. In constructing the questions, we constructed them so that they 

have a connection to our theoretical framework and hereby expect the analysis to be valid. 

However, it cannot be neglected that during the analysis and the associated coding process the 

possibility may occur that not everything we ultimately claim will be analyzed. 

 

Confirmability refers to the fact that the results of the study are the result of the experiences of 

the persons examined and can be obtained through data reduction and analysis. The researcher 

should take a neutral position (Savin-Baden & Major, 2012). Therefore, our findings are 

supported with the intention for our study and is not going to correspond with our biases.  

 

3.7 Ethics 

Ethics and good practice should be considered in all scientific researches. According to (Easterby-

Smith et al. (2018), the relevance of applying ethics to scientific research has been growing over 

the last decades. Although no life-threatening work is being done in our qualitative study, it would 
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still be possible to (indirectly) harm the persons or companies who have been working with us in 

order to fulfil this study in one way or the other as they have shared their information and 

experiences concerning outsourcing, whether this is positive or negative. This information could 

be sensitive and could possibly harm the company’s competitive position in the market if 

customers or competitors read this paper. In the section below we will describe the ethical factors 

which are relevant for this research and how we have been taking action in order to minimize the 

risk of any harm being done to the participants in person or as a firm. 

 

(Bell & Bryman, 2007) identified ten principles of ethical practice, which can be divided into two 

categories: Factors that are meant to protect the research participants and to avoid bias, and factors 

to protect the integrity of the research community. Actions taken in our study in order to protect 

the participants are: 

 Respecting the dignity of the participants by communicating in a polite and respectful 

way. 

 Informing the participants fully about the aim of the research before the start of the 

interviews, both written and orally. 

 Protecting the privacy and anonymity of research participants and their companies if 

desired by asking if publishing the company-name is allowed, both before and after 

the interview. 

 Ensuring the confidentiality of the research data by asking if this can be published. 

Action taken in order to protect the integrity of the research community are: 

 Being transparent about the nature and aims of the research. 

 Avoiding of false or misleading reporting of the findings of the research. 

In order to meet the privacy aspect, all participants have been asked if the oral data they supplied 

to us may be linked to the name of the company they are working for. In the few essences where 

this was not the case, all data referring to the identity of that specific firm has been hidden. By 

being open and clear about the goals and aims of our research and by clarifying that the results of 

the study will be made public, we have given the interviewees the chance to decide whether or 

not to work with us, and we gave them the opportunity to display the information they shared in 

an anonymous way. By doing so, we have complied with the general rules of research ethics.  

 



 

 

 28 

4 Empirical findings 

In this chapter we present our findings collected through the interviews conducted with 9 

different start-ups. We display the cases separately in a narrative case summary to reduce 

the involvement of our own interpretations with the intention to avoid any confusion for 

you as a reader. Every summary starts with a description of the interviewee, the firm, and 

the projects they outsource. Then, it is described when the firm started to outsource and 

the reason to do so. The last section describes the success factors that we analyzed from 

the interview. 

 

4.1 Company 1: Beetroot 

The first interview was conducted with Arvid, business developer Nordics of Beetroot. Beetroot 

was founded in 2012 and focuses on organizing the software development outsourcing for 

Swedish firms. The company has 5 employees in Sweden and is working with around 300 

contractors in Ukraine. The core business of the firm is to match software developers in Eastern 

Europe to Swedish firms, which are mostly start-ups, in a need for talent. The contractors are 

hired on project-basis and are recruited by the company. The goal is not to try and find the 

cheapest developers as possible, but to hire talented workers and employ them on a Swedish-like 

contract. This means that the developers get very reasonable salary and days off like it is known 

in Sweden. The aim is to incorporate the Swedish way of working in all 5 companies’ co-working 

spaces. Once a developer or team of developers has been connected to the customer, the project 

management is completely handed over to the customer in order to better involve the customer in 

the project. Beetroot takes care of the administrative work, like recruitment, HR and 

administration. The firm recommends on a general basis that their clients build their relationship 

with the developer on a trust-basis. Our interviewee mentions that: “We believe that if you build 

a close relation with a developer, you are going to get a lot more out of it”, where he refers to the 

collaboration between customer and developer.  

 

Because the company’s business model is all about outsourcing consultancy, they have extensive 

experience with the phenomenon. Through the years, they have been involved with the 

outsourcing of many different projects from around 65 Western-European firms to Ukraine. For 

the Swedish start-ups, the main reason to outsource was a lack of IT-talent within their firm. The 

shortage of software developers in the country in general has been a reason to outsource offshore 

for most of these firms. The available resources are mostly used by larger firms and high costs 
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are involved. According to our interviewee, the quality is always a topic of concern to their 

customers. He mentions that the competence of the developers is at least as high, and possibly 

higher, than that of Swedish developers. The existing doubts can mostly be taken away by 

communicating: We try to be honest and open about the communication problems that could arise 

regarding communication, distance, different cultures, et cetera. “The teams that treat their 

relationship right, definitely get a better output”. 

 

There are some cultural difficulties every now and then. One is that Ukrainian people are used to 

receiving direct instructions. An example is an event that happened when reviewing some work, 

where a Swedish customer said: “You’ve been doing this really well, it was really amazing, but 

this other thing wasn’t very good”. In Sweden this means you really messed it up, but in Ukraine 

this means: “I did 80% very, very well”.  In general, the culture between the two countries is not 

that different. When a new customer approaches Beetroot, it is first made sure that their attitude 

towards working according to our business model is appreciated by them. They do not work with 

firms who are looking for a collaboration according to the classical outsourcing model, which 

means that there are specific tasks that need to be solved as fast and as cheap as possible. Their 

clients need to be open to working with our developers in a respectful way. 

 

Beetroot offers three products. Extended teams, which focuses on delivering new workers to an 

existing development-team. WordPress-design is a different business model, where web-agencies 

do the design and our developers implement it. At last, we also do specific projects: a customer 

has a problem, and we find a complete team to perform his task or project. 

 

Extended teams is our most successful product, with the highest success rate. About 80% of these 

projects end up in a success, where this is slightly lower for the other two products. 

Communication throughout the development process is critical for a good outcome of the project. 

If problems occur in an early stage, they can still be solved without high costs involved. 

“Expectation management is also critical, especially when we’re working with entrepreneurs”. 

They try to make clear what the firm can solve and what they can’t. The interviewee mentions 

that almost all project that fail, fail due to a lack of communication between client and vendor.  

 

4.2 Company 2: Digital Dividend 

Our second interviewee, Mehmood, is the co-founder of a firm called Digital Dividend, and has 

several roles within the firm. He is the Business Manager Nordics/Europe, sales representative, 

but is also active as a software consultant for the company. The firm, of which the Swedish office 



 

 

 30 

is based in Västerås, works with different kinds of mobile application development and web-

application development for iOS, Android and Microsoft-based platforms. The last years, the 

focus has been on IoT (Internet of Things), fleet management systems, financial applications and 

some other kinds of business applications. The firm develops both total web-solutions and parts 

of complete systems for different customers. The firm has 5 employees in Sweden and 45 in the 

development centre in Pakistan. The firm was founded in 2007 after it became clear that there is 

a need for help in software development. According to the interviewee, there is still a lack of 

skilled developers in Sweden and SME’s are struggling with the high costs of Swedish IT firms. 

The Swedish office opened 6 years after the firm started working for Swedish clients, when the 

understanding came how beneficial it is to be present close to the customers. “Being in the same 

country as our customers made it easier to increase sales, receive payments and it created great 

trust to our customers. It eliminated the fear of outsourcing to a country which is far away and 

unknown”.  

 

 “Over the years, I have learned that outsourcing doesn’t really 100% work if the company is not 

involved. So how we work, in most of the cases, is that we provide consultants to the company 

where there is a technical resource. If not, we have three people that we can send to the customer. 

If the customer has a technical contact, they get in touch with the resources directly”. The 

interviewee describes the second option, which is that one person of the Swedish team will 

manage the team in Pakistan as a middleman. The model that hasn’t been successful is that the 

client makes a complete description. Customers then always come back with things that are not 

right. “By keeping our customer involved in the project, or being close to the customer throughout 

the project, we gain positive results. I don’t see our way of working as the classical outsourcing 

approach”. The start-ups they work with mostly outsource because there is a lack of skilled 

people. Their first projects came from firms without much money. The firm can compete on price, 

but it is not their unique selling point. The most start-ups approach us because of the availability 

of resources. In terms of price, there are companies in Eastern Europe which provide roughly the 

same price. The availability of skillset is our unique selling point. We try to find the best 

developers in Pakistan to develop projects for our Swedish customers, and that is what most 

Swedish start-ups are after. The interviewee continues stating that “The majority of the Swedish 

customers have the belief that cheap is not good, and therefore selling cheap does not work here. 

Selling good quality does”. 

 

Their local presence allows the firm to have a strong communication with their customers, which 

has proven to work well. “No projects that we have done with start-ups ended badly. Some 
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customers, who have had bad experiences with offshoring, come to us and get a positive outcome 

using our approach”. 

 

The aim for the future of the firm is to set up a bigger development-team in Sweden, so that more 

people can work onsite with the customer. This has proven to be successful and is a way to 

increase the amount of work for the firm, as mostly bigger firms demand that developers work 

internally. 

 

The bottom line is that to do successful projects for Swedish start-ups, it is necessary to be in 

close contact with the customer. As the interviewee states: “The problem is that most of the 

customers do not know what they need. They want a unicorn, but they describe a donkey. We will 

deliver a horse.” Being present onsite means we can manage expectations way better which 

results in a successful project. 

 

4.3 Company 3: Adeoweb 

Paulius, the CEO of Adeoweb, told us about the experiences regarding outsourcing for Swedish 

start-ups from his perspective. Adeoweb is an e-commerce development firm, which focuses on 

B2B and B2C web shops and components of them. The company employs around 50 people and 

was founded in 2009. From the head office in Lithuania, and two smaller offices in the USA and 

in Stockholm, the firms serves customers in many different countries. The company also does 

some work for Swedish start-ups, although Sweden is a fairly small market to them. Only one 

consultant is working in their Stockholm office to represent the company in Sweden.  

 

Paulius mentions that Adeoweb has been working with several Swedish start-ups during the last 

years, mainly by building complete web shops for them. These start-ups were mostly in a rather 

developed stage where money was coming in and a team had been created. For larger firms, they 

have been building parts of web stores. The reasons why most of their Swedish customers 

outsourced to them was to be able to focus on their core competences and because of the lower 

costs, according to the interviewee. The firm has found out that working together with Swedish 

start-ups brought the best results when there was a good relationship between both firms, which 

was based on trust, and when all processes were transparent for both parties. Their customers 

believed in the developers and there was a strong connection between them. 
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The firm thought that it would be beneficial to have a local representative, including a Swedish 

web site et cetera in order to be successful in Sweden. This office is still existing, although it did 

not turn out to be that successful or necessary in order to work for Swedish firms. Paulius does 

see that there is a mental wall that makes Swedish firms afraid of working with Eastern European 

firms. The Swedish firms that have decided to work with Adeoweb, which are open to the 

challenges that come with offshoring, have ended up with a great result. 

 

Paulius also mentions that the Swedish IT-development market is a supply-driven market, where 

the number of projects is high and the amount of developers who can perform these tasks is 

limited. This increases the need for offshoring, as there are many countries where more IT-talent 

is available. 

 

A second topic that he found out because of doing projects both in Sweden and in the United 

States, is that the Swedish market is based on loyalty and trust. This makes a clear cultural 

difference with the US-market, which is more competitive and less loyal. In the U.S., prices are 

more important than in Sweden, where he clearly sees that quality of the work is the most 

important factor in order to successfully perform an outsourcing project. 

 

4.4 Company 4: Online casino 

The start-up C4 was founded in 2004 and developed one of the first online poker platforms for 

the Scandinavian market. The idea was developed during the founder’s studies when he was 22 

years old and the start-up had employed 12 employees at a certain point. In the beginning of their 

company history, this start-up outsourced the software development to an Indian freelancer.  

 

In a very early phase of the company (within 9 weeks), the CEO outsourced to India. The founder 

said, "I had the idea when I was still in my bachelor's and had no idea how to do it, so I asked 

friends if they would like to develop the idea with me but at that time it was nothing interesting 

with online poker and I needed to get the platform as soon as possible. So, I hired some 

freelancers". His reason to outsource was because he didn't really know what to do else. 

 

The then CEO immediately explained how important it was for him to outsource tasks for his 

company. "It's important to focus on what you do well because there are enough others who can 

do better than me". In addition, the CEO also stressed that through the freelancers he could finance 

the development through his own savings (bootstrapping) was his goal. "It was incredible how 

cheap I got my web application, even students were more expensive than professionals 
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abroad…so I got my first draft before I registered the `aktiebolag`.”The CEO also makes clear 

that it was important in his business to enter the market quickly: "A friend from my studies played 

a lot of poker and used online platforms from abroad, I knew that we Swedes need that as well, 

and right now". 

 

The difficulty with outsourcing arose relatively quickly for the start-up, due to the first 

implementation of more complex applications where better skilled programmers were needed. It 

was clear that he struggled with the communication and that related to his trust to the provider 

“The guys did a good job, but you have to maintain a lot, without a good communication no good 

results…It was quite exhausting”.  It was clear that many conflicts evolve during different stages 

of the outsourcing projects which is closely connected with the satisfaction level of the client. The 

performance of the Vendor was the main reason to keep the development abroad “…as I said they 

did a good job…but I felt overwhelmed” In the last 25 minutes of the interview the former CEO 

mentioned that he was very young to start a rapidly growing start-up and he was overwhelmed 

with handling his business locally and the software development abroad “I needed to handle many 

things, it was a tough time and I wanted to develop my product in- house as soon as possible”. It 

was clear that he lost his patience and trust with the provider, so we asked him again about these 

mentioned factors “Yeah I lost the trust and without that a business fails easily”. 

 

4.5 Company 5: Transportation software firm 

Start-up C5 is a young start-up which provides Software solutions for the transportation industry 

within the Swedish market. The company was founded in 2018 with 5 employees and is located 

in the northern part of Sweden. The Start-up C4 is trying to fill a special niche which improves 

the monitoring system in the rail industry in Sweden.  The CEO of the company has a master's 

degree in mechanical engineering and studied in Stockholm. The CEO mentioned that the 

company did not produce or develop everything but only small parts of the total solution. Start-

up C5 outsources 80% of the software and product development to Iran, China and Turkey.  

 

The interviewee started by emphasizing the phase of the start-up in which outsourcing was 

considered. It turns out that outsourcing was already used during the founding phase of the 

company so that it is possible to guarantee the start of the company "Yes, more or less we have 

outsourced everything we had with respect to engineering software, especially software 

development…We did that during the foundation, technically we are a start-up…” In addition, 

working with foreign programmers regarding certain needs of the company is easier than working 
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with the local developer "…for that we prefer China and Iran it is much easier to work with 

them…nowadays you cannot waste time and money… ". 

 

The CEO mentioned that it is very useful to outsource because many highly talented people 

outside Sweden have a high level of expertise. But when it comes to putting together a whole 

team abroad for a project, communication problems quickly arise: "It takes a lot of time to smooth 

up with a team. We used many communication tools to find out which one is the best for a clear 

and efficient communication. I would say it takes almost 50-60 days to smooth up with an offshore 

team".  

 

However, for this start-up, the team abroad always shows great commitment, as they get the 

opportunity to work internationally and for a higher salary. "But that we get a proper solution is 

always a matter of trust and I invest a lot time to find people who are trustworthy. It needs several 

steps of verification and sometimes I get a recommendation from a partner". Finally, the CEO 

confirms that he has been satisfied with 4 out of 6 projects so far and that he can improve the 

outsourcing process by taking more time and preparation to improve certain factors that in his 

eyes lead to success. 

 

4.6 Company 6: App development firm 

Company 6, referred to as C6, is a software firm located in the South of Sweden. The name of the 

CEO of the firm was acquired through another person, who thought the firm’s development 

process would fit perfectly in our research project. During the first contact with the CEO, he 

thought differently. According to him, the company does not perform the ‘classical way of 

offshore outsourcing’. As almost no firm does this anymore nowadays, we were looking forward 

to hearing from his experiences. The firm develops and operates mobile applications for the 

Swedish transportation system and has recently expanded their business to Poland, where they 

deliver a similar service to travellers in different cities. 

 

During the time where the CEO of the firm wanted to extend the business, he met a student from 

Poland by incident. The student was interested in an adventure, and soon got admitted to run the 

new firm in Poland. A sales representative was hired to sell the products to the Polish customers. 

The development team in Sweden started to adapt the mobile application to fit to the Polish 

market. The problems started when input was needed for their system, which should be retrieved 

from other Polish firms. The interviewee explains: “Other vendors were not willing to help us in 

any way [on getting access to the data we needed], the culture was totally different. It was no 
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corruption, but just strange strategies”. “We did not understand the communication protocols, 

from human to human”. Unfortunately, the two Polish colleagues were not able to help out, as 

they had no understanding of software development whatsoever. The interviewee soon found out 

that “Polish people only think about themselves and businesswise, see others as their enemies. 

They are not thinking about collaborating, as it is common practice in Sweden”. The sales 

representative found out in the meanwhile that the mobile app that is popular in Sweden, would 

not even work on the Polish market. The project was cancelled after spending around 3 million 

Swedish krona on it. In the meanwhile, the person in charge of the firm in Poland had been 

working on setting up his own software development firm locally. The interviewee decided to 

give the project another chance and outsourced the full development to this software development 

firm. They built a system completely from scratch, and completely focused on the Polish market. 

The interviewee explains: “In this way, I could talk to a person I trusted, who I knew, understood, 

and had a good relationship with. He dealt with everything in Poland and was familiar with the 

culture over there”. This new strategy turned out to be very successful, as the Polish developers 

understood the market needs and external companies wore more willing to cooperate with them. 

In addition to that, the development is less expensive and takes less time than it would if the 

Swedish developers would have done it, because there is no communication gap. The price is an 

important factor, because the margins on the Polish market are smaller than they are in Sweden. 

In the end, 50% of the company was given away to our Polish development firm to decrease costs 

and, most importantly, increase commitment. If the firm would develop a new product where they 

would need for instance 10 developers, they would outsource this work offshore again. The CEO 

mentions that it is impossible to find this amount of developers in a short period of time in 

Sweden. If it were possible, the team would need to be socially harmonized, which is also 

impossible to do within a short time frame. 

 

Our interviewee concludes with: “Polish people have the same commitment, the quality is 

certainly as good. The only problem is that, businesswise, they see everyone as an enemy, where 

the Swedish business culture clearly focuses on collaborating with each other”. “If you cannot 

communicate with the partners you need, it is impossible to successfully complete a project”. 

 

4.7 Company 7: Fintech firm 

This start-up C7 was led by the CEO who holds a Master in Engineering Physics from the Royal 

Institute of Technology Stockholm (KTH). The CEO has extensive knowledge and experience in 

the field of outsourcing as he previously worked in a large Swedish company in remote teams in 

two different countries. The company deals with special financial analyses which give the client 
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the opportunity to improve investment options online. The company currently has 9 employees 

and was founded in 2015. Based on his outsourcing knowledge, the founder decided early on to 

have his product developed abroad "I have worked over 3 years with outsourcing projects and 

could get a good feeling for it". The company outsources the main part of their web application 

to Belarus and has the whole team sitting in Belarus. 

 

The CEO started talking about the start-up still sitting at an incubator and introducing Search 

engine optimization (SEO) to better penetrate the market. Since the CEO knew a team in Belarus 

he had previously worked with, we were told "...I gave the whole development to Belarus just one 

month after the Foundation...". With the most important reason "...in this sector you need to get 

up quickly...I did not want to waste my time with local developers...at the beginning of a journey 

you have to make the right decision otherwise you die quickly...". 

 

Addressing the factors that were critical to the project, the CEO said, "Communication is 

particularly important and affects from different directions, once there were language difficulties 

and that combined with friction in video conferencing when we had discussed project-specific 

content...". The entrepreneur has shown us clearly that conflicts can arise quickly from the 

management side, because these conflicts were caused by communication difficulties. 

Additionally, these projects wich were crucial for the start-up is interwined with emotinal bonds. 

"So I mean honestly...at first it's stressful even though I knew the team before...but it takes time to 

let the guys do their work and give them the freedom". It is important for the company to delegate 

control to a certain degree in order to enable a successful cooperation. He related this statement 

to the fact that the delivery of control is only possible if trust can be made possible by an on-site 

manager. 

 

4.8 Company 8: Game development firm 

The company C8 is a very young company that was founded in 2018 with its headquarters in 

Stockholm, and has 8 employees. This start-up is a game developer who specializes in 

`Augmented Reality` and combines it with various elements. This means that these companies 

have decided to move not only the software development but also the hardware production abroad. 

The outsourcing countries are; China, Romania; South Africa and Mexico. This Interview was 

conducted with CEO. The young entrepreneur has been involved in the gaming scene since his 

youth and developed an idea during his studies. 

 



 

 

 37 

After we had introduced ourselves and the first impression was made, the CEO told us in which 

phase the start-up was. We immediately noticed that the outsourcing was carried out very early 

in the pre start-up phase "Well, we launched our product last year in the summer and we 

outsourced the whole development of the project within the first 5 Months". 

 

The CEO explained that he wanted to outsource immediately because there were excellent 

developers abroad and he quickly needed a product "I am not interested to develop the game in 

Sweden. That is not efficient".  He also mentioned "We took a lot of time to find the perfect firm 

and wanted to develop the product even earlier, because Sweden is a fast changing and innovative 

market". It seems that it is important to touch the market early with the trend, because especially 

Sweden is often a pioneer for new things. 

 

This start-up had hardly any major problems with the vendors, because they took a lot of time for 

the selection. "I have someone who is responsible to find the right candidate, who invested months 

before we decided to work with these Gaming studios". It was very important for the CEO to 

know exactly who he was working with in the future, as he was looking for a long-term 

partnership. This works very well until now because he can trust the developers "I just let the guys 

work and have to give them the freedom that is very important". 

 

Now the conversation showed that every now and then difficulties arise, and these disturb the 

cooperation. However, these problems can be solved quickly if the customer reacts quickly "We 

do have some issues in the communication, I mean, we do speak English but we speak a different 

English, sometimes that causes slight conflict. I need to adapt myself to our guys and everything 

works again". We noticed that the CEO has closely linked conflicts with communication and that 

these conflicts disappear through appropriate adaptation to the other party. 

 

4.9 Company 9: Travel agency 

The start-up C9 deals with tourism and tries to fill a certain niche for disabled people. The 

company was founded in 2017 and has its headquarters in Malmö. The interview was conducted 

with the CTO who is a journalist and responsible for the complete product development and 

outsourcing team. The team from Malmö outsources to the countries Bulgaria, Ukraine and 

Romania and has back- and front end developers there.  

 

It turned out that also in this start-up, outsourcing product development was the only serious 

option to start the company. It was immediately outsourced in the initial phase for the following 
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because "As an entrepreneur I have learned that you have to fail fast and cheap, that´s why 

outsourcing in this phase is so attractive for us as a start-up". With the emphasis that it is 

important to quickly find out if it makes sense to work on the idea and develop a business out of 

it or not. 

 

With this statement, the CTO also explained that it is very difficult to find developers in Sweden 

"You know that we have a lack of engineers in Scandinavia…65.000 of engineers are needed on 

the market”. Related to this statement the lack of engineers causes a high price for software 

development. On the other hand, there is rather a lack of orders for engineers abroad. It is therefore 

an advantage to consider the service from abroad, as it is generally cheaper and highly skilled 

people are available. 

 

With the choice to give the main production to developers in Bulgaria, Ukraine and Romania, the 

company is proving to be a success. However, it took time to build the foundation of this 

successful cooperation. Especially when the product was getting more complex, further 

challenges developed quickly. "...Well, we still often have misunderstandings, so I often have to 

talk a lot to get rid of that...". The CTO told us that only a positive change can come if he takes 

care of it himself as a responsible person. He himself and the in-house team are responsible for 

solving the problems. "If something is not understandable, I must explain it again...until it is 

finished...here the principle DoD (Definition of Done) applies", which means that both parties 

should have the same perception of when a task is completed. It then becomes clear that over time 

a more stable routine arises in the cooperation “I adapted my perception and expectations over 

the time …so the projects become even more successful”. 
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5 Analysis  

In this chapter we analyze and examine our empirical findings which were collected 

through the conducted interviews. This analysis is based on the fundament of the existing 

theory and aims to discuss the findings in order to answer our research questions. 

5.1 The critical success factors in the pre start-up phase of a start-up 

Based upon Kim and Lee (L. Lee & Kim, 1999) as well as Winkler (2008), we have classified the 

factors for the success of an outsourcing project through partnership, listed from most to least 

important according to our study; trust, communication, commitment, provider performance, and 

conflicts. All ingredients to success as mentioned by the interviewees have been classified in one 

of these five factors, using our coding process. It should however be mentioned that all of these 

factors are closely interwoven with each other. We will analyze and interpret the different factors 

in the section below. 

 

Regarding the trust factor, we have collected data from the interviews and found that trust building 

begins with investing time in the right provider. The uncertainty of the actual company and the 

transfer of the production of the idea into other hands is reflected in the fact that a lot of time and 

effort is invested in finding a suitable partner. This involves trying to avoid unfavorable 

circumstances (McAllister, 1995) from the other parties already in the pre start-up phase and not 

to fail because of a weak execution of the idea. It was found that in some interviews the 

relationship between trust and emotion is closely related and correlated with McAllister's 

statement, as supervising the project through repeated monitoring of work steps and progress had 

a negative impact on the mood and trust of the entrepreneur.  What happened was that, in one of 

the interviewed firms, the willingness to outsource continued to diminish and this start-up stopped 

outsourcing as soon as the company reached a more mature phase.  As Ndubisi (2011) says, trust 

lies in what you expect from others and what you get from them. Some entrepreneurs have said 

that adjusting expectations is very important to successfully lead a project to success. If you are 

satisfied with what they expected, more trust will be built, so that more tasks will be handed over 

and a partnership evolves. Moreover, we have quickly established that trust is strongly intertwined 

with the other factors you will see in the next paragraphs. This means that as long as there was a 

clean exchange of information, the start-ups always felt secure (L. Lee & Kim, 1999) and could 

concentrate on their core business. Almost all participants have expressed their confidence that 

trust was a very important factor in their outsourcing projects. However, they did not relate their 

success in the company directly to this, but rather clarify that from an objective perspective the 
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defined goals were achieved, such as quick and inexpensive implementation (Brown, 2005; 

Jansen et al., 2008; Nguyen Duc & Abrahamsson, 2017).  

 

As mentioned in the previous paragraph, a clear exchange of information (Ali & Khan, 2016) 

represents fast progress in the project. Frequently it turned out that it takes some time to establish 

good communication.  Some start-ups invest a lot of time in finding the right communication tool 

and in the pre start-up phase try to find out which tool is best suited to establish a long-term 

communication channel. Moreover, this is related to the adaptability of both parties, but this 

process still seems to be time-consuming as influences such as distance and culture extend this 

process. On closer examination, the language was also a significant factor in determining whether 

the communication in the partnership was appropriate.  The common language for all start-ups 

was English, but there were still misunderstandings. This is due to the fact that English is taught 

differently in different regions of the world and is exposed to several influences (Dominguez, 

2006). Apart from that, most conflicts were communicative in nature and could be solved if there 

was an intermediary who was professionally trained in software engineering. The aim of most 

start-ups was to reduce friction within the project, improve communication and achieve faster 

implementation. Dissatisfaction could also be reduced by clear communication. This can be 

reconciled with the Social Exchange Theory (Weber, 1922), which makes it clear that 

communication is essential for achieving goals and preventing problems. It was clear that 

communication was a high priority for the start-ups, as most problems were caused by weak 

communication. 

 

Closely connected to success is the commitment invested in a partnership. In the interviews, we 

found out that this is strongly due to the customer and less to the commitment of the supplier. 

This may be due to the fact that the young start-ups are highly motivated in the pre start-up phase 

and try to expand the company quickly (Jansen et al., 2008). As we have seen in the past, the 

start-up tries to enter the market as quickly as possible to see if the product is accepted. The 

commitment is built up at a very early stage and can be seen already in part in the idea phase of 

the start-up when they try to find the right outsourcing partner. However, this commitment is 

more about the attitude from the start-up itself than about a relationship with the vendor. It seems 

more likely that the commitment is in their own hands and perceived as an independent factor in 

a partnership relationship by the start-up.  As possible reason is that start-ups in the pre start-up 

phase are not interested in a long-term partnership. 

 

Based on our collected data, we have also determined that the performance of a vendor for the 

start-up in the pre start-up phase forms the basis for a long-term partnership. All start-ups have 
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put high emphasis on quality and have invested a fair amount of time to ensure that the quality 

meets the requirements. The quality provided by a provider is a characteristic of its performance 

as perceived by the customer (Dominguez, 2006). Especially in the pre start-up phase of a start-

up, a strong organizational growth develops and this runs parallel to the increase of the quality of 

the product, which is related to the performance of the provider. Even if it happened that products 

were delivered too late, the companies were satisfied, as long as the quality was correct. This is 

because the start-ups are aware that they pay less for development and are forced to act efficiently 

from their position. However, when the vendor's performance was poor, a vendor was mostly 

replaced, because start-ups are still flexible at an early stage.  

 

Finally, with regard to the conflict factor, it can be seen that this factor is relevant in every 

investigated start-up. This is reflected in the fact that conflicts always arose when there were 

problems with one of the other factors. Also, conflicts could be solved by proper communication 

or when working on the trust between both parties. With too many and large conflicts between 

customers and vendors this often led to financial losses and disinvestment (Lee & Kim, 1999). 

The solution for most start-ups was simply to invest in a new vendor and have recorded this as a 

learning process on the road to success. This attitude represents growing companies in the early 

stages and cooperates with the evolution of a start-up over several phases (Jansen et al., 2008; 

Nguyen Duc & Abrahamsson, 2017). 

 

In summary, the required success of the partnership in IT outsourcing projects for start-ups is 

influenced by several factors. These factors can be linked to the outsourcing success factors theme 

through themes, namely partnership relationships. The consideration of the partnership factors 

(Lee & Kim, 1999; Ali et al., 2006; Winkler et al., 2008) in the pre start-up phase of the start-up 

(Jansen et al., 2008) can lead to the success of the project and the company.  
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Adapted research model 

In answering this research question, we sought to determine which of the partnership relationship 

factors are most critical to the success of IT outsourcing for start-ups. We found out that especially 

in the pre start-up phase of a start-up it is important to build trust and to have good communication 

with the provider (L. Lee & Kim, 1999), but also concluded that it is impossible to say that one 

factor is more important than the other. It turns out that all factors as mentioned in the existing 

literature (Ali & Khan, 2016; L. Lee & Kim, 1999; Winkler et al., 2008) are closely connected to 

each other. 

 

In the early stages of a start-up, it is clear that a lot of time is invested in finding the right partner 

to avoid wasting both money and time. However, we see this as the first step of trust in cooperation 

with the outsourcing partner. Also, the communication is crucial in the pre start-up phase of a 

start-up because the developed product of the company is not fully specified and is further 

complemented through the cooperation with the outsourcing partners. This process requires much 

communication work (L. Lee & Kim, 1999; Nguyen Duc & Abrahamsson, 2017; Winkler et al., 

2008), and has a direct positive influence on the trust between both parties.  

 

The other factors such as commitment and performance also play a role in the cooperation with 

vendors. Both the commitment of both parties and the performance of the vendor have an 

influence on the trust in the relationship. It appears however, that these factors play a smaller role 

in the pre start-up phase of Swedish start-ups. We found that in a later phase of the start-up, these 

factors tend to get a higher value and thus become critical factors. This is to deduce that in the 

scaling phase the company has a higher demand on the product development as the complexity 

of the product grows. 

 

The factor conflict is intertwined with the other factors and causes a negative influence on the 

partnership, but can be reduced through proper communication between the parties. Conflicts can 

result from the fact that a start-up in the pre start-up phase has to deal with many uncertainties, 

could lack sense of direction, and because a stable internal ownership structure might be absent 

(Jansen et al., 2008; Nguyen-Duc et al., 2016; van Gelderen et al., 2005). We would argue that, 

because of the organized chaos in the pre start-up phase of a start-up, a partnership based on trust 

is more valuable than contractual agreements with the vendor.  

 

As stated before, the factors communication, commitment and performance all have a positive 

influence on the trust between partners, which leads again to a stronger partnership relationship. 

Conflicts has a negative influence on these factors, but is mostly related to communication. Based 
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on our research, we present the adapted research model in figure 8 below. There are clear 

differences to be seen between the initial (figure 7) and the new research model. 

Figure 7: Initial research model 

Figure 8: Adapted research model 
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5.2 Reasons to outsource in the pre start-up phase of Swedish start-ups 

As stated earlier, the outsourcing reasons (Dominguez, 2006) can mainly be divided in three 

levels; tactical, strategic and transformational. This paragraph will answer our second research 

question and contains the analysis of our empirical data regarding this. In the sections below all 

reasons to outsource in the pre start-up phase of the firm are analysed and interpreted. 

 

Tactical outsourcing 

Considering a tactical aspect of outsourcing in the pre start-up phase of start-ups mostly has a 

financial background. It is obvious that the young and newly founded companies are trying to 

realize their ideas independently, and are unable to invest much capital in their ideas. The 

surrounding labor market forces them to look abroad for developers, as the lack of local 

developers triggers a high development price within Sweden. This shows on the one hand that 

start-ups must act from a tactical point of view in order to put their ideas into practice. This 

correlates with Brown’s (2005) mentions, who says that overcoming financial bottlenecks is a 

well-known reason for outsourcing. It turns out, however, that start-ups try to bootstrap in the pre 

start-up phase and tend to integrate the use of high investments into the company in a later stage. 

This is shown by the fact that the examined start-ups have shown that the pre start-up phase of a 

company is also accompanied by financial uncertainties (Jansen et al., 2008; Nguyen Duc & 

Abrahamsson, 2017). For this reason, entrepreneurs avoid hiring their own developers. Many 

founders have worked in the IT sector for years and know the situation on the labor market. 

 

Strategic outsourcing 

Furthermore, from a strategic point of view, we have found that the investigated start-ups aim for 

a quick impact on the market and rapid growth (Jansen et al., 2008; Nguyen Duc & Abrahamsson, 

2017). The focus was on ensuring that software development could be performed at a high pace 

to avoid waste of valuable time which could harm the company’s ambitions. Some start-ups use 

a key person to ensure finding the right vendor and represent a strategic move. For a successful 

launch, it is important to find the right resources at an early stage so that the idea can be realized 

correctly.  

 

Closely related to this, some start-ups have confirmed that it is important to understand as early 

as possible whether the idea is suitable for the market. "Fail fast and fail cheap" gives the 

impression that it is a matter of confirming the viability of new ideas quickly and without high 

costs in order to find out whether a future business is possible. It should be emphasized that the 
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time for idea confirmation is an important factor and makes the most sense in the pre start-up 

phase (Jansen, 2008; Brown, 2008; Dominguez, 2006).  This is consistent with Brown's (2008) 

strategic views on why companies should consider outsourcing. At one start-up, we discovered 

that outsourcing in this phase was also used to expand their business to a foreign market of which 

the Swedish firm had no knowledge. This strategic approach is used to expand the business in a 

quick and efficient way. 

 

Transformational outsourcing 

One of our interviewees mentioned that he explicitly uses the competence of his outsourcing 

provider to improve the product (Brown, 2008). It could be argued that this transformational 

approach in the early phase occurs rather unconsciously. The investigated start-ups had no explicit 

transformational reasons to outsourcing their work offshore. It can be seen that start-ups tend to 

move from a strategic reason to a more transformational reason to outsource their IT-tasks as the 

business would evolve. The knowledge and skills of the vendor are then used in order to gain and 

maintain competitive advantage. 

 

New findings 

The investigated start-ups can be divided into two groups: Currently running business and 

previous firms. Interestingly, there is a clear difference in the reason to outsource between these 

two groups. The one interviewee that explained about his former start-up clearly had a pure 

financial reason to outsource. The focus was on saving costs, and there was no thought of building 

a long-term relationship with the vendor. After the start-up gathered enough capital, the 

development was taken in-house. All other interviewees, who are currently active in business, 

mentioned more strategic approaches to offshore outsourcing, although saving costs was 

mentioned by all interviewees as an advantage of offshoring (Brown, 2005; Dominguez, 2006).  

 

The group of currently active firms mentioned the lack of IT-developers as the main reason to 

offshore certain tasks or projects. The available human resources in Sweden are expensive and 

are likely to be hired by larger firms, who have better financial resources.  

 

A more interesting reason, mentioned by several start-ups, is the need of fast development power 

in order to perform an initial idea confirmation. By having a functioning product as quickly as 

possible, the owners know if they should continue or abandon the idea. One interviewee 

summarized this as: “Fail fast, fail cheap, and move on”. One interviewee mentioned that the 

value for money of foreign developers is higher than for Swedish resources: The hourly rates are 
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lower, and they work more efficient. This increases the effect on the total price of a project. One 

of the vendors mentioned that the need for offshoring outsourcing decreased in some cases when 

an investor got involved in the start-up: The investor would like to gain more control over the 

process and have the product developed in-house or onshore.  

 

A lack of understanding of a new market abroad was a reason for one interviewee to outsource 

the development work to this specific country in order to create the desired product. Gaining 

access to a new market (Oshri, 2009) can be identified as a strategic approach to outsourcing 

(Brown, 2005).  

 

All in all, simple cost savings, as being described in the existing literature, is an advantage for 

Swedish start-ups to offshore, but it turns out to be a secondary reason. The availability of IT-

developers within the country seems to be a more relevant aspect in the decision-making process. 

It could be said however, that the lack of resources increases the price of on-shore development 

work, which makes this reason somehow a financial consideration again. A third often mentioned 

strategy is to use offshoring to quickly evaluate new ideas and test them in the market. 
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6 Conclusion 

This chapter contains the conclusion of the thesis. The two research questions are 

answered in this section.  

The aim of this thesis is to understand which partnership factors are critical for a start-up to 

successfully complete an outsourcing project and what the reason is that Swedish start-ups 

outsource. Therefore, we investigated which partnership factors influence success and how they 

are interlinked in the pre start-up phase of a start-up. 

 

To fulfil the purpose of our research, we formulated two research questions. By conducting our 

study, we have managed to answer both of them. As described in the introduction, the two 

research questions are: 

 

RQ1: What are the critical success factors for an offshore outsourcing project in the pre start-up 

phase of a Swedish startup, from a partnership relationship perspective? 

RQ2: Why do Swedish software start-ups outsource offshore in the pre start-up phase of the firm? 

 

By conducting our study, we came to the following results: 

C1: The research has shown that there is not one clear critical factor in order to successfully 

perform an offshore outsourcing project in the pre start-up phase of a Swedish start-up. The 

relational success factors, as mentioned by (Ali & Khan, 2016; L. Lee & Kim, 1999; Winkler et 

al., 2008), seem to be closely intertwined with each other. Our interviewees agree on the fact that 

a good communication and a trust-based relationship are necessary in order to successfully work 

together and to be able to create a long-term relationship. It appears that trust leads to a positive 

partnership relationship, and is positively influenced by the factors communication, commitment 

and performance. Conflicts can be caused by a lack of communication between vendor and client 

but can also be solved by discussing problems. In this way, the factor conflict is closely related 

to the communication between both parties. The positive interaction of the factors causes a 

reduction of friction and the elimination of conflicts. All in all, it can be said that communication, 

commitment, performance and trust all have a positive impact on the partnership relationship, and 

therefore lead to outsourcing success, as described in figure 8. It turned out that most problems 

are related to communication and trust, which seems to make these the most challenging factors 

for Swedish start-ups performing offshore outsourcing, and a topic to focus on. One interviewee 

stated that trust is especially important during the initial phase of a company, where the client has 

little time to strictly outline the requirements of a project or task to the vendor. We also see a deep 
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ramification with the company's situation, as start-ups in their initial phase are dealing with 

uncertainty, as it works with a young or not yet existing market (Jansen et al. 2006). In a later 

stage of the start-up, the interaction between the parties is more contract-based. 

 

C2: It can be concluded that all currently active start-ups that we interviewed are using a strategic 

approach towards offshore outsourcing. They are looking for long-term relationships with their 

foreign partners and are striving to get the best possible outcome out of the projects. Where the 

price of the development was a key factor for one of the interviewees when he made the offshoring 

decision in 2004, this seems to be of less relevance for the firms that have been offshoring more 

recently. It appears to be that the reason why Swedish start-ups currently outsource is because of 

the availability of IT-developers in foreign countries, where Sweden is clearly lacking these 

people. Offshoring their products gives firms the possibility to develop their ideas faster and 

cheaper than it would be possible onshore. This combination of factors also creates the possibility 

to build an initial product quickly, with the intention to be able to confirm the idea in the market 

before investing much time and effort in the firm. The transition from a tactical approach to more 

strategic reasons to outsource, which has been ongoing for many years now, is described by 

Dominguez (2006). Finally, we did not identify any form of transformational reasons for 

outsourcing during the pre start-up phase of the observed start-ups. However, there are tendencies 

that the start-ups might develop transformational reasons during a more mature phase in order to 

maintain their market position.  
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7 Discussion 

This chapter discusses the thesis in different aspects. It describes which effect the results 

have on the industry, and on academic research. Furthermore, this chapter also presents 

the limitations of the study and future research opportunities. 

7.1 Managerial implication and contributions to the literature 

This broad study gives interesting insights in the offshoring experiences of the Swedish start-up 

scene. The multiple case study-approach gives an overview of the reasons why start-ups outsource 

in the pre start-up phase of the firm and how this can be done in a successful way. Start-ups which 

are considering outsourcing can use this study as a guide to do so in a successful way, and vendors 

can use the results of the study to approach Swedish clients in a more efficient way. 

 

Because the field of studying the outsourcing behaviors of start-ups is fairly undiscovered, it 

creates a solid basis for future research to be conducted, both within and outside the country. The 

results of the study make place for some interesting questions, worthwhile to study, which can be 

found in section 7.3 below. We think that our study has laid a solid basis for future work to be 

built upon. 

 

7.2 Limitations of the study 

For this study there are several limitations that need to be mentioned. The timeframe for writing 

the master’s thesis means that we only interview the people once, where Easterby-Smith et al.  

(2018) recommend to interview the people in the research environment more often when 

performing a case study.  As our research only studied start-ups in Sweden, the results are 

relatively narrow. This increases the validity for this specific group but limits the usefulness for 

firms which are not part of this group. We can say that the validity was leveraged by contacting 

the most knowledgeable company employee regarding our topic, which was mostly the 

CEO/CTO who is responsible for decision-making. Additionally, the aim was to interview several 

start-ups from different parts of the country, in order to cover different start-ups scenes throughout 

the country to be able to generalize the results to Sweden as a whole. 

 

A factor which might be underestimated is the language that we used during the interviews. 

English is not the native language of any of the persons involved in the study, however all 
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interviewees spoke English on a high level. It could be that some misunderstandings by the 

interpretation of the transcript happened but is rather unlikely. 

 

In order to give more validity to the research it would be necessary to invest more time in the 

research and to enlarge the scope of the work, as this software industry represents a very large 

economic sector in Sweden. To expand the group of people in the start-up, invest more time in 

the interview and collect more data through internal reports or diaries can contribute more strength 

to the research. 

 

7.3 Future research questions and recommendations 

Our study gives the opportunity to start future researches and enable other researcher to extend 

the investigation of this subject. The examined success factors leave room to study the same 

problem in other types of firms, start-ups in a different phase of their business, and for firms in 

other countries. In addition to that, most of the interview-participants were international people 

having a start-up in Sweden. This means that the result of this study cannot be linked to a specific 

culture or ethnic group. This variable can also be eliminated in future research. This type of study 

can also be conducted as a comparative study between different countries or industries. 

 

In addition, it would be interesting from a geographical point of view to investigate start-ups from 

different tech hubs, as the regional labor market might be different. Another method to investigate 

this phenomenon would be to conduct a single case study to gain a comprehensive insight into 

one outsourcing project. 

 

Another interesting study would be to investigate the difference in offshoring success factors 

between the different stages of a company. During our study, we found out that the relationship 

between client and vendor are likely to change from a trust-based relationship to a more contract-

based relationship. As the growth of the Swedish economy in the engineering scene continues to 

grow, it is also interesting how this research can be transferred to the electronic or mechanical 

engineering sector.  
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Appendix A: Interview questions 
We conducted our interviews in person or using Skype, so as not to miss any small expressions 

or other clues that might have been lost if the interviews were conducted by telephone or 

conference call. We thanked the respondents for participating in the survey. Before starting the 

interview, it was important to go through the following points: 

 

1. We introduce ourselves and our topic of the master thesis. 

2. We explain the purpose of the dissertation, highlighting the contribution each individual 

will make. 

3. We explain how the data will be collected, stored and used. 

4. We go through important information about data protection, confidentiality and 

anonymity of the collected data. 

5. We ask for permission to record the interview. 

6. We ask for oral permission to conduct the interview, store records and use the data. 

7. We answer any other questions the interviewee has. 

Demographical questions: 

Name of participant 

 

Age 

 

Gender 

 

Educational Background 

 

General question for the Thesis 

What is your role in the company? 

 

What does the company do? 

 

What is the company size? How many employees? 

 

When was the firm founded? 

 

Where is the Swedish office of the firm? 
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Project-specific questions to guide towards RQ: 

Describe and explain your knowledge and understanding of outsourcing. 

 

Did you ever outsource IT-development to other countries (offshore)? 

 And why? 

What kind of work did you outsource? Multiple projects? How many? 

 

To which country did you outsource? 

 

How important was the project to the firm? 

  

In which stage was the start-up at the time of outsourcing? 

 

Why did you offshore in this phase of the firm? 

 

Why did you outsource this work to another firm? 

 

Why did you outsource this work to another country? 

 

How was the quality of the work? Did it match your expectations? In what way did it (not)? 

 

Did this project succeed as expected, or did you face any problems? 

 And why? 

What problems did you face? 

 

What factors caused these problems/what made this project successful? 

 

Do you think you could have had an influence to overcome these difficulties? 

 And how? 

Did your attitude towards outsourcing change because of this experience? 

 And why? 

What would you do different in the future? 

 And why? 

Do you have any other comments to this topic? 
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Appendix B: Coding scheme from the collected data. 

2nd cycle coding 
categories Theme 

cost efficient 

tactical 

reason 

as a Start-up 

cheap 

easier to work with 

easy access to labour 

lack of local developers 

focus on the business 

strategical 

provide quality 

core competence 

fail fast 

idea confirmation 

quickly get up 

run business 

good developers 

increase the enterprise value 

transformational unwritten laws 

control of investors 

close relationship 

Trust 

Partnership 

a lack of trust 

middleman 

freedom 

recommendations 

believe in the team  

create trust 

meetings 

Communication 

communications tools 

language 

exchange of information 

distance of location 

time differences 

listen to each other 

expectation management 

better output 

commitment 

gut used to each other 

invest time 

cooperation 

milestone 

right treatment 

involvement 

critical events 
Vendor Performance 

good expertise 
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good quality 

better output 

well educated 

time management 

clear leadership 

Issues 

Conflict 

Need to invest  

Be after the Project 

Confusion 

different culture 

eliminate fear 

 

 


