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Abstract 
The purpose of this study is to increase understanding about critical factors Swedish 

manufacturing companies need to consider when offshoring. The study is based on two 

research questions. The first question is to investigate and understand why Swedish 

manufacturing companies offshore their facilities. The second research question aims 

to understand the critical factors companies need to consider when moving abroad. Case 

study and semi-structured interviews were used to collect data. These case studies took 

place in seven different Swedish manufacturing companies which have offshored their 

facilities outside of Sweden. A cross-case analysis is done in order compare all seven 

companies with factors they considered when moving abroad.  Then, this cross-case 

analysis is compared with the literature review. Comparing theoretical and empirical 

data results in finding the gap. The findings imply that most of the Swedish manufac-

turing companies moved abroad because of cost reasons. The most reasonable choice 

for companies in order to be more competitive was to move abroad. According to the 

literature is cost saving the biggest driver why companies decide to offshore their facil-

ities. Furthermore, in order to have a successful offshoring it is important to consider 

several factors. Factors that have been considered by seven Swedish manufacturing 

companies differ but the main factors all seven companies considered before moving 

abroad are work competence, cost of production and lead time. Finally, the study pro-

vided valuable insight on real elements considered by Swedish companies when off-

shoring and which contributed with findings that compare and understand the relation 

between theoretical and empirical factors. The study results could be used as base for 

further investigations, especially in the gaps in theoretical review. 
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1. Introduction 

Since this thesis is about offshoring, this chapter presents what offshoring is about and 

why it is popular phenomena. Further, a problem description is presented and are fol-

lowed by purpose and research questions. The chapter ends with scope and delimita-

tions and outline for the structure of the thesis. 

1. Background 

In a more developed world and a market where maximizing efficiency and reducing 

cost are very important, companies have found in offshoring a practical and more con-

venient way to reduce the expenses. Offshoring emerged as an effective operations 

practice where firms relocate business’s departments to overseas locations. This in or-

der to achieve competitive advantage (Barney, 1991) and has been influenced by the 

possibilities of reducing production cost (Yadong & Vaidyanathan, 2013). Cost saving 

is one of the biggest reason why companies decide to offshore their facilities 

(Oforegbunam & Lasis, 2014). Moving their facilities to countries with low hourly 

wage could facilitate the reduction of expenses (Farrell, 2006a). According to Tate 

(2014) over the past 40 years all kinds of factory jobs have migrated from high-cost 

countries to low-cost countries. Moving manufacturing jobs out of the country dates 

from the 1960s (Metters & Verma, 2008) and moving services offshoring dates to the 

1970s (Star, 2006) and has being growing since then. Further, the development of in-

ternet helped to decrease the cost of information exchange, reducing it almost to zero 

(Lohrke et al., 2006). Ireland was one of the poorest countries in the E.U. before outside 

companies started to offshore activities to this country. This country was very attractive 

place due to the low tax rate that it offered and which motivated multinational firms 

who looked for opportunities. Companies in the U.S. started offshoring electronic, 

pharmaceutic and software. This helped Ireland to become one of the richest countries 

in the E.U. and reducing the unemployment rate to 4,1 % (Geewax, 2001).  

Nowadays, in a more globalized economy, firms display an image of a network with 

several activities of the business located in different countries (Ferdows, 1997). This 

network includes facilities, suppliers, people and be located all over the world (Belussi 

& Sedita, 2010). The challenge for such companies is to manage the networks and the 

resources dispersed in several locations in a more efficient way (Mugurusi & De Boer, 

2013). The trade market and production fragmentation for offshoring have been grow-

ing side by side the last decades (Belussi & Sedita, 2010). This kind of trading arose 

with countries bearing low labor cost and this allows companies to decrease the total 

cost of production (Gereffi & Korzeniewicz, 1994). Besides this, companies are moti-

vated to offshore for other reasons like: market expansion, sequential offshoring, re-

sources, get closer to customers and human capital (Belussi & Sedita, 2010; Lewin et 

al., 2009). However, it is not known why these companies consider different aspects 

when designing the offshoring strategy. 

One of the reasons why offshoring has been gaining public attention is the economic 

advantages that it can offer. However, firms may be aware that offshoring is not a risk-
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free process and that it has disadvantages and consequences. According to Mann 

(2003), offshoring caused unemployment in the U.S. software and manufacturing in-

dustry. Also, the unemployment caused by offshoring lead to rejection by part of the 

U.S. society who claimed that firms will more and more prefer to invest overseas than 

home. Another disadvantage is that firms when moving abroad are subjected to the 

dynamics of offshoring, which are factors that firms cannot predict easily and could 

affect their future (Mudambi & Venzin, 2010). Some of the firms have difficulties when 

they are already overseas and some of these problems are due to the business model 

used by the firm or a bad design of the strategy (Sorescu et al., 2011; Teece, 2010). The 

firm’s strategy need to consider some factors that are important and which represent a 

threat to the success of offshoring (Casadesus-Masanell & Ricart 2011). 

2. Problem description 

Offshoring as a subject has been very discussed for the last three decades, setting up 

some theoretical angles as for instance: resource-based view (Wernerfelt, 1984) and 

sustained competitive advantage (Barney, 1991). Companies usually look for the Asian 

market where they can obtain good opportunities (Gylling et al., 2015). Whatever the 

case offshoring has been a suitable way to expand and to look for cost reductions in 

manufacturing (Matloff, 2005; Mugurusi & de Boer, 2013; Yadong & Vaidyanathan, 

2013). 

 

However, there is a precedence of many firms that didn’t succeed with the expansion 

or have back-shored their facilities due to strategical competitiveness. Other companies 

prefer to bring their facilities back to their roots. This phenomenon is called reshoring 

and the trend started in 2005 (Tate, 2014; Fratocchi, 2014). Many of these low-cost 

countries are suffering from increasing of labor and material costs, and decreased qual-

ity and responsiveness (Tate et al., 2014). According to Fratocchi (2014), firms are 

coming back to the local country because it may help to restore the competitiveness in 

the country. However, Kinkel (2014), affirms that low wage-cost advantages of Asian 

countries will be eroding in the next five to ten years, for which reshoring is a natural 

step. Besides, Matloff (2005) suggests that the distance, cultural differences, inexperi-

enced workforce and other obstacles may lead to an unsuccessful implementation of 

the offshoring strategy. There are still companies that are looking forward to take some 

advantages of offshoring while there are other that are coming back to their home coun-

tries (Tate, 2014; Contractor et al., 2010). This research is done in order to gather in-

formation regarding the principal factors that Swedish firms considered when decided 

to move abroad. 

3. Purpose and research questions 

The purpose of this thesis is to increase understanding about critical factors that Swe-

dish manufacturing companies need to consider when offshoring. Factors are consid-

ered in this research as the items that companies need to consider before offshoring. In 

order to reach the purpose authors needed to map and understand the critical factors 
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that Swedish companies considered when they offshored. Moreover, it is important as 

well to investigate the drivers that motivated companies to offshore. Drivers are con-

sidered as items for which companies feel motivated to offshore. 

To reach the purpose of the research, two research question were developed. 

RQ1: What are the drivers for offshoring? 

RQ2: What are the factor that firms considered when offshoring? 

4. Delimitations 

This paper will investigate the most common and important aspects to consider in off-

shoring strategies. These aspects are fundamental when designing the strategy and crit-

ical if the firm is looking for expansion (Ferdows, 1997). Moreover, many authors have 

different aspects in consideration depending on the product to be offshored (Belussi & 

Sedita, 2010; Wang et al., 2013; Janaro 2008). Then, the offshoring aspects need to be 

need to be classified by each company who are intended to offshore activities. This 

paper is limited to identify, describe them and understand why Swedish companies did 

consider them. 

Furthermore, this study is limited to Swedish manufacturing companies, based on com-

panies that offshored their facilities or have an arrangement with third parties.  For 

instance, the study cannot be generalised because different Swedish industries have 

been considered in this study. Moreover, most of the results obtained point out that the 

principal aspects why companies offshored are related with costs, costs may vary in 

other regions of Europe, and aspects considered in this paper and obtained from Swe-

dish industries may not be relevant for them. 

Time is as well a constraint, this because some aspects can appear in a near future or 

some other aspects can become more important as a result of the global trade and the 

evolution of this. 

5. Outline 

In chapter one, the introduction to the research is given with a background of the topic 

and problem description. The purpose of the research and research questions are also 

stated in the chapter. The chapter ends with delimitations of the research. 

In chapter two, the theories used within this study are presented. In the theoretical back-

ground is the phenomena offshoring presented. The important factors companies con-

sider when offshoring is explained. The drivers why companies offshore to other parts 

of the world are presented as well. 

In chapter three, the methodology is outlined in order to give better understanding of 

how the research has been carried out. How data has been analysed is also presented in 

the chapter.  

In chapter four, the collected data from the case companies is presented. Each company 

is presented and the chapter ends with a cross-case analysis.  
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In chapter five, the analysis of the findings is presented to fulfil the purpose of the 

research. The research questions are answered according to theoretical background and 

empirical findings. 

In chapter six, discussion of the study is presented. First the findings regarding each 

research question are discussed. Thereafter, the methods used for the research are dis-

cussed. Summary of the study is presented and a conclusion is done.  

 

 



Theoretical background 

5 

 

2. Theoretical background 

This chapter describes theoretical knowledge necessary for the study. This background 

involves information about the offshoring phenomena and aspects affecting offshoring 

decision. 

The Figure 1 Compiling of data for the studyis builded by the authors by compiling infor-

mation of many authors in order to describe more didactically this paper (Janaro, 2008; 

Mudambi & Venzin, 2010; Contractor et al., 2010; Lewin et al., 2009; Gupta et al., 

2006; Youxu et al., 2010; Kinkel & Maloca, 2009). 

In a more developed and competitive market, companies are trying to bettering their 

processes, reduce their costs or take advantage of resources located outside the com-

pany (Barney, 1991). One way to acquire this advantage is by moving a segregated  

activity of the company to a subcontractor in the same country (outsourcing) or abroad 

Figure 1 Compiling of data for the study 
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(offshoring) (Farrell, 2006a; Inman, 2005; Janaro, 2008 ). There are two kinds of off-

shoring, one in which the company own the segregated activity abroad (captive off-

shoring) and another in which the activity is delegated to a third party (offshoring out-

sourcing) (Lewin et al., 2009; Gupta et al., 2006). However, it is not so easy to move 

abroad, companies need to understand the circumstances and the places where they are 

venturing. In order to offshore the segregated activity, companies need to design an 

plan in which should be included the offshoring strategy (Contractor et al., 2010). Mean-

time, within the strategy should be included what motivates (drivers) companies to 

move abroad and what  are the companies considering before offshoring (factors) 

(Mudambi & Venzin, 2010). This research mainly focus in the strategical decision that 

companies needs to make before offshoring, specifically in drivers and factors. 

2.1. Offshoring 

In a more globalized world, firms need to be more competitive and looking to grow 

their businesses while reducing their costs. Companies can meet this by competitive 

requirements by moving a segregated part of the company to overseas. This process is 

called offshoring and will be described deeper in the next paragraphs.  

Firms looking for more revenues and to reduce overall costs and risk are interested in 

moving their activities to foreign countries or outsourced by external vendors, while 

possibly benefiting from their contractors or alliance partner. Moreover, offshoring is 

the building of a global network whose strategic objectives go beyond satisfying the 

local market, to focus more in control the global network in a efficient way (Contractor 

et al., 2010). 

 

Organizational process 

Offshoring is the desegregation of a firm value chain, it is the relocation of operations 

from the home country to a foreign location. According to Mudambi & Venzin (2010) 

offshoring could be disclosed into three organizational processes: (1) Firms disaggre-

gate their broader value supply chain into several activities that can be relocated (off-

shorable activities) breaking them down into a larger number of sub processes. (2) The 

relocation of the disaggregate activities from the home country into the new foreign 

location. (3) The relocated activities need to be reintegrated into the remaining organi-

zational activities (the concerted organizational hole). 

 

Activities to be offshored 

Offshoring is the relocation of a part of the business from one country to another, typi-

cally: manufacturing, IT systems, accounting and services and low valued activities. 

However, companies are more recently offshoring high value activities as R&D, design 

and engineering (Contractor et al., 2010; Manning et al., 2008). 
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Organizational choices for offshoring 

Offshoring refers to the process of sourcing across international borders. Offshoring 

may include both in-house (captive) and outsourced activities (joint venture or contract 

provider), from an external vendor outside of the company’s boundaries (Lewin et al., 

2009; Gupta et al., 2006). Table 1 Organizational choices for offshoringbelow shows 

the organizational choices for offshoring regarding the ownership. 

 

Table 1 Organizational choices for offshoring 

 Offshore 

Complete ownership Captive offshoring 

Shared ownership Joint venture offshore 

No ownership Offshore vendor 

 

Different terminologies point to different aspects of offshoring, such mode of govern-

ance or geographical distribution, and then to firm’s activities in domestic or global 

operations in foreign locations. Figure 2 Offshoring and some derivates/terminolo-

gies of offshoringexplains basically offshoring and some of its terminologies. This is 

a 2x2 matrix to explain offshoring, with geographic spread on the ”y” axis (domestic 

vs foreign) and ownership on the ”x” axis (internal vs external) (Contractor et al., 2010; 

Jahns & Bals, 2006; Javalgi et al. 2009).   

The next paragraphs will describe deeply the two terminologies for foreign location 

(offshoring) with the internal and external ownership:  captive offshoring and offshore-

outsourcing. 

 

Figure 2 Offshoring and some derivates/terminologies of offshoring 
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Captive offshoring 

According to Janaro (2008), captive offshoring is any offshore arrangement where 

firms maintain ownership of the function and related technology of the operation. The 

segregation of any activity to be offshored and owned wholly by the firm is known as 

captive offshoring. Most firms main goal when offshoring is reduce costs, but this is 

not principal in a captive offshoring. This model look for advantages as new foreign 

markets, advantage of material costs, labor and transportation cost, operating environ-

ment, access to skills and competencies. Other advantages are more related to the or-

ganization as maintain control over the technology and intellectual property, chose the 

market and strategies while maintaining the image of the company, maintain the verti-

cal integration, expansion of the firm and access to new markets (Janaro 2008). How-

ever, captive offshoring requires large capital expenditures and big amount of organi-

zational effort (Farrell, 2006a). Besides the difficulty of implementation, firms after 

have stablished in the foreign country can be affected by hidden costs, cultural barriers 

to access to the benefits of the host country, new regulations, vulnerability to supplier 

interruption, changes in the political field risking the long run of the company  among 

others (Janaro, 2008; Farrell, 2006a). 

 

Offshoring outsourcing 

According to Inman (2005), outsourcing refers to a firm’s practice of paying to a third 

party to perform a function or produce a product that could have been done in house by 

the same firm. It is to outsource the fragmented part of the business to an external party 

(Gupta et al., 2006). Offshoring is usually related to outsourcing but they are not the 

same.  Outsourcing is a practice used by different companies to reduce costs by trans-

ferring portions of work to outside suppliers, rather than completing it internally, this 

could be done locally or globally (Inman, 2005). Offshore-outsourcing explicitly refers 

that the activity is done outside of the nation (Janaro, 2008). 

Outsourcing is more than just buying products from a supplier, it involves a great ex-

change of information and coordination and building trust between the parties. Then, 

in an outsourcing relationship, a provider has greater control over the processes than in 

a common sale-purchase agreement (Inman, 2005; Grossman and Helpman, 2005). In 

this case, there are two kinds of offshoring-outsourcing, one in which the firm share 

ownership with another firm (joint venture) and another in which the firm is completely 

outsourced (contract provider) (Gupta et al., 2006). 

 

Motivators for offshoring 

A cursory examination of offshoring would suggest that the main driver is cost reduc-

tion (Winkleman et al., 1993) . However, two other motivators have gained significance 

(Contractor et al., 2010). First, the knowledge accessing motive: with a growing com-
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plexity of product and services, firms no longer have the knowledge within their organ-

ization, or personnel to be competitive in areas like production, research, marketing, 

etc. Hence the need of external inputs or expertise (Bierly et al., 2009). Second, the 

relocation of activities abroad helps to MNCs to understand and exploit foreign coun-

tries. Therefore, offshoring and outsourcing help the firm in three strategic needs: (1) 

efficiency and cost reduction, (2) exploration or access to knowledge and talented peo-

ple; and (3) ’exploitation’ or development of foreign markets (Dunning, 1993). 

In the next paragraphs will be deeply described the aspects that companies consider 

when offshoring. First, the definition of aspect in this paper, then, how drivers can be 

considered as factor as well. Second, factors that companies consider when offshoring. 

Third, a deeply description about the drivers that motivates companies to offshore. 

2.2. Aspects affecting the offshoring decision 

The decision of offshoring depends on several items such as organizational choices for 

offshoring, geographical locations, advantages that companies are aiming, expansion, 

risks among others (Youxu et al., 2010; Kinkel & Maloca, 2009; Janaro, 2008; Farrell, 

2006a). This paper consider aspects as a general name to describe factors and divers.  

Firms need to consider factors, drivers and barriers before offshoring. Factors are con-

sidered in this research as the items that companies need to consider before offshoring. 

For instance, firms need to consider the labor cost of host countries in order to choose 

the location. Drivers are considered as items for which companies feel motivated to 

offshore. For instance, firms are motivated to offshore because they want to reduce their 

costs. But there are drivers that are considered as factors as well. For instance, labor 

cost is a driver by which firms can reduce their costs, but it is a factor as well, because 

firms need to consider it when deciding the location of facilities. Firms cannot simply 

choose the cheapest location, but instead consider many factors that in overall will sat-

isfied the firm’s necessities. Barriers are considered as items which companies need to 

be careful of when designing the strategy for offshoring. For instance, firms need to be 

aware of political changes and regulations when considering the geographical location. 

 

The following subchapter describe factors and drivers that firms considered before de-

ciding to offshore. The factors and drivers were identified through literature review. 

The criteria used to collect factors and drivers was through documents that included 

offshoring, offshoring-outsourcing, offshoring decision, globalization, manufacturing 

location decision, drivers, factors, and barriers. The documents have to consider specif-

ically factors or drivers or any other terminology to be included in this research. More-

over, recent documents were included in order to collect relevant information. Both 

kind of documents, theoretical and empirical are included in this research. Detailed in-

formation will be discussed later in the chapter number 3 method and implementation.  
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2.2.1. Factors 

Factor are considered as those items that companies need to consider before offshoring. 

For instance, companies need to consider the labor costs as a factor in order to choose 

the possible offshoring location (Fill & Visser, 2000). The principal reason why com-

panies engage with offshoring is basically the expectations of lower production and 

labor costs (Kinkel & Maloca, 2009; Yadong & Vaidyanathan, 2013). But firms need 

to analyse the strategy very carefully in order to not commit a mistake and then bring 

back the desegregated value chain activity (Bellego, 2014; Ellram, 2013) 

One of the principal factors companies need to consider is the geographical location. In 

order to achieve this, firms need to think if the company needs to have control over the 

processes or be delegated to a third party in order to create most of the value. According 

to Contractor et al. (2010) the decision of offshoring or outsourcing depend upon the 

strategy of the firms and the strategic objectives. Then, it is important to consider the 

sequence between offshoring and outsourcing, this sequence is not universal and will 

depend upon strategic objectives. For instance, when the strategic objective is more 

related to maintain in house knowledge in order to enter to new markets then the control 

of the process is more important and then location and then this last will be considered 

as secondary.  

Another aspect of the strategy is to outsource or not. According to Mudambi & Venzin 

(2010) it would depend upon the strategy of the firm in deciding to use a captive off-

shoring or outsource-offshoring. Some firms prefer to have control over the most criti-

cal processes in the supply chain and in which they can create the most value and del-

egate other that can be standardized and create less value. Other firms are based in a 

cost analysis transaction and concentrate on processes that they believe are more con-

venient while delegate other processes and other firms just prefer to have control over 

the entire value chain and have less to a third party (Calantone & Stanko, 2007). An-

other aspect related with outsourcing is a collaboration between partners. The partners 

have competitive advantage by having strong component knowledge and which can 

help to reduce costs, however, outsourcing models that delegates knowledge seem to 

work only if the partner is engage in a long-term relationship (Mudambi & Venzin, 

2010). 

There is evidence that knowledge represents a key role in the relationship regarding 

control, location and value creation. It depends upon the process that has been off-

shored. Some activities with high value creation are recently been offshored (as R&D) 

and firms believe convenient to offshore these activities based on the knowledge and 

the potential of the place. As R&D, firms can as well delegate high value activities as 

research, design, development and strategic planning to third parties (Castellani & Pieri, 

2013). 

One of the principal factors according with Mudambi & Venzin (2010) is the dynamics 

of offshoring. Mudambi & Venzin classify the dynamics into two: first level dynamic 

(spillovers and ’catch up’) and external dynamics (the competitive environment). The 

first level dynamics is oriented to specialized activities and knowledge spills over into 
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local country, these activities could be a part of the desegregation of the R&D or mar-

keting activities (Mudambi, 2008). Moreover, when firms from the emerging econo-

mies that initially commissioned to produce low value-added activities have incentives 

to acquire resources and control high value components. These firms strive to develop 

new and owned brand and they attempt to develop capabilities and catch up with rival 

and compete with firm that initially were partners in advanced market economies 

(Zahra & George, 2002). The second level is related to the international competitive-

ness, the decision is based on the location and control of the value creating activities. 

The competitiveness is determined by factors and these differ from nation to nation. 

For instance, the world competitiveness index is considered as influential when consid-

ering the location. In this index we can consider nations which have become more com-

petitive each year, climbing and descending position base on their competitiveness. One 

aspect considered within this index is the labor cost which can increase considerably in 

some nations than others. As this information is changing every year, the location de-

cisions need to be revised continually (Mudambi & Venzin, 2010).  

The work environment is one of the principal factors to consider, this because it in-

cludes other important elements. For instance, in order to offshore the firm needs to 

have to government support or at least be supported by the legislation of the host coun-

try. In addition, firms need to analyse the policies on foreign investment, labor laws, 

the level of corruption. However, it is important as well to consider factors as the living 

environment, overall quality of life, crimes per capita, level of sickness, the business 

culture and ethics among others. It is known that India suffers of shortcuts and has a 

crowded transportation, which will affect the efficiency of the work in the short and 

long run (Farrell, 2006a). 

Transport cost and delivery time are important as well, empirical studies continue to 

demonstrate that distance is important for merchandise (Kandilov & Grennes, 2011). 

According to Harms et al., (2012), firms need to offshore a complete disaggregated part 

of the supply chain. This in order to not incur in extra expenses by having different 

components in different locations. Moreover, the transport cost can be insignificant if 

products are relatively small but when they are heavy and larger, the reduction of the 

transport cost and delivery time represent a considerable amount of the product cost 

(M2 Presswire, 2015). Furthermore, the time to customers need to be accomplished and 

if not could represent a threat to the image of the firm and future relations (Janaro, 

2008). 

When offshoring firms usually look for places with lower wages than the domestic. 

Therefore, the local wage level is significant when determining the location. Goals of 

companies a different and by that the assessment of the location will vary as well. Some 

activities require more educated people or specialized. However, low cost wages coun-

tries may not be the right decision and affect the reputation and profitability of the or-

ganization (Farrell, 2006a,b) 

According to Lewin et al.(2008), seeking for talented people has become the second 

main motive for offshore after reduction in labor costs. It is concluded that more edu-

cated people give a better service. Besides, the education of low developed countries is 
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not the same as Western countries (Farrell, 2006a,b). Therefore, the level of compe-

tency plays a big role when deciding the location. 

Social and cultural aspects is another issue that firms should consider. It is more com-

mon for firms to move overseas and therefore they have cultural differences. Therefore, 

cultural differences are a challenge when beginning with the transition, eespecially if 

firms are offshoring personnel as well (Kamal et al., 2004).  Furthermore, another issue 

to consider is the local regulations, according to Janaro (2008) captive offshoring can 

endanger profit margins with regulatory hurdles and competition. Moreover, firms can 

experience detrimental changes in the long-run outlook because of political changes in 

the host country (Janaro, 2008). 

According to Tjader et al. (2010), there are other costs and risks factors as for instance: 

vendor shirking; opportunistic bargaining by vendor; vendor inability brought by rapid 

turnover of skilled employees; vendor violating labor laws; inadequate infrastructure in 

vendor countries; difference in business practices in vendor countries; political turmoil, 

terrorism or war bringing instability to the vendor country; costs due to vendor evalua-

tion and selection; monitoring costs;  switching costs;  loss of management control to 

core business competencies; reduction in flexibility;  fall in employee morale;  potential 

management changes; downward pressure on domestic wages; job losses, unemploy-

ment backlashes; economic imbalance due to the destruction of certain industries; trade 

deficit; society instability; negative sentiment of the public; security concerns;  legal 

ramifications of global outsourcing arrangements; losing IT technology leadership; de-

pendency on foreign R&D and imported goods and services. 

2.2.2. Drivers and benefits of offshoring 

Different drivers motivate companies to offshore their facilities to another country. Off-

shoring is an attractive strategy for different types of companies and it can provide a 

range of advantages. Cost savings, access to valuable resources, access to new markets 

and human talent and expertise are some of the advantages offshoring can provide 

(Mykhayleko et al., 2015).  

The main driver for offshoring is the reduction of costs (Fill & Visser, 2000; Grossman 

& Rossi-Hansberg, 2008). Moving facilities to low-cost countries usually results in 

lower production and labor costs. According to Kinkel & Maloca (2009), in their re-

search, 80 % of the companies stated that reduction of labor cost was the most important 

driver for offshoring. However, many companies move their facilities to low-cost coun-

tries with lesser consideration on other aspects such as quality, flexibility and innova-

tion (Matloff, 2005). Another driver for offshoring is taxes. Moving facilities to coun-

tries with low taxes results in more profit for the company.  

Companies offshored their facilities to other countries in order to gain qualified person-

nel and talented humans to perform the tasks (Roza et al,. 2011; Mykhaylenko et al., 

2015). Identify new markets, access to new markets and increasing speed to market are 

drivers why companies decide to offshore their facilities (Roza et al,. 2011; 

Mykhaylenko et al., 2015; Luo & Jayaraman, 2013; Kinkel & Maloca, 2009).   
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According to Roza et al. (2011), the driver could be classified into three main catego-

ries: Cost drivers, Resource drivers, and Entrepreneurial drivers. Then, this classifica-

tion was taken as a model and some other drivers were included in these three catego-

ries. For example, drivers which are associated with cost have been grouped in the first 

category, cost drivers. Table 2 Drivers for classificationbelow presents the three categories 

according to Roza et al. (2011) and the most important drivers founded in other sources 

which are categorized to the suitable category according to the researchers.  

Table 2 Drivers for classification 

Category Includes 

Cost drivers Reducing costs such as: Labor costs, Produc-

tion costs and transaction costs (Roza et al,. 

2011; Mykhayelko et al., 2015; Waehrens et 

al., 2014; Luo & Jayraman, 2013; Kinkel & 

Maloca, 2009) 

Resource Drivers Acess to valuable resources, qualified person-

nel, talented humans, improved service level 

(Roza et al., 2011; Mykhayelko et al., 2015)  

Entrepreneurial drivers  Increasing speed to market, access to new 

markets, identify new markets, provide higher 

level at lower price (Roza et al,. 2011; 

Mykhayelko et al., 2015; Luo & Jayraman, 

2013; Kinkel & Maloca, 2009) 

 

According to Youxu et al. (2010) there are other drivers by moving production abroad 

such as: improving core competencies, increasing flexibility, creating variable cost 

structure, improving productivity, gaining competitiveness, sharing risks, improving 

quality, conserving capital, stimulating innovation. 

2.3. Summary of Factors and Drivers 

The Table 3 Summary of Factors and Drivers with references below is a list of the 

theoretical factors and drivers that companies need to consider before offshoring. Fac-

tors are considered in this research as the items that companies need to consider before 

offshoring. For instance, firms need to consider the labor cost of host countries in order 
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to choose the location. Drivers are considered as items for which companies feel moti-

vated to offshore. For instance, firms are motivated to offshore because they want to 

reduce their costs. However, some of them are used both as a factor and as a driver. For 

instance, labor cost is a motivator for companies when offshoring, but at the same time 

it is a factor by the fact that companies not necessarily need to choose the location with 

the lowest labor. In the end reference for each factor is presented.  

  

Table 3 Summary of Factors and Drivers with references 

  Fac-

tor/Driver 
Reference 

Labor Cost F/D Kinkel & Maloca, 2009; Roza et al., 2011; Waehrens et al., 2015 

Geographical Location F/D Lewin et al., 2008 

Outsourcing Or Offshoring F Contractor et al., 2010 

Production Cost F/D Mykhaylenko et al., 2015 

Personnel competence F/D Mykhaylenko et al., 2015; Roza et al., 2011; Waehrens et al., 2015 

Improving Quality D Waehrens et al., 2015 

Conserving Capital D Tjader et al., 2010 

Stimulating Innovation D Matloff, 2005; Lewin et al., 2010; Teece, 2010 

Gaining Competitiveness D Waehrens et al., 2015 

Management Changes F Hashim, 2013 

Reducing Costs F/D Luo & Jayaraman, 2013; Kinkel & Maloca, 2009; Lewin et al.,2008 

Reduce Taxes D Sinn, 2004 

Cost Savings F/D Mykhaylenko et al., 2015, Roza et al., 2011 

Access to Resources  D Mykhaylenko et al., 2015 

New Markets D Roza et al., 2011; Waehrens et al., 2015; Janaro, 2008; Mykhayleko et al., 2015 

Expansion D Ferdows (1997); Belussi & Sedita, 2010; Lewin et al., 2009 
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Increase Flexibility, Productiv-

ity 
D Waehrens et al., 2015, Tjader et al.,2010, Matloff, 2005  

Increase Core Competencies D Tjader et al., 2010 

Lead Time F/D Roza et al., 2011; Waehrens et al., 2015 

Delivery time F/D Waehrens et al., 2015; Kandilov & Grennes, 2011 

More Educated Personnel F/D Farrell, 2006b 

Social And Cultural Aspects F Kamal et al., 2004; Matloff, 2005; Farrell, 2006b 

Supplier Opportunism F Lim & Tan, 2010 

Labor Laws F Farrell, 2006a; Tjader et al. (2010); Garcia & Anthony, 2008 

Vendor Shirking F Tjader et al.,2010 

Technology F/D Waehrens et al., 2015; Qu et al., 2013; Janaro, 2008 

Inadequate Infrastructure F Roza et al,. 2011; Tjader et al.,2010 

Difference In Business Prac-

tices 
F Tjader et al.,2010 

Political turmoil F Janaro, 2008; Tjader et al.,2010 
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3. Method and implementation 

This chapter is about how data has been collected and analysed. The tools authors used 

to collect data are explained. Further, a list is presented of different case companies 

that are included in the research.  

For answering the research questions, a literature review and case study was conducted. 

The first handling in order to get an understanding about the offshoring phenomena was 

the literature review. The second handling was to collect data from companies in order 

to understand factors and drivers Swedish manufacturing companies consider when off-

shoring. For answering the two research questions, a literature review and case study 

were conducted as methods in order to collect data for the research. 

 

3.1. Literature review    

To get an understanding and get relevant information about the phenomena it was nec-

essary to do a literature review. A literature review was done in order to investigate the 

drivers and factors for offshoring. According to Williamson (2002) the literature review 

involves identifying, locating and analysing the conceptual literature about the specific 

problem of a research topic. In order to fulfil the purpose of the study it was important 

to get an understanding why companies decide to offshore their facilities to another 

country. Factors companies need to consider when offshoring. The data collected 

through literature review was later compared with the empirical data. Authors used two 

databases for collecting data – Scopus and ABI/INFORM. 

In order to find relevant literature for the study the search terms were chosen: offshor-

ing, offshoring outsourcing, offshoring decision, globalization, manufacturing location 

decision, drivers, factors, and barriers. Appropriate articles were chosen that contrib-

uted with facts about offshoring, factors, drivers and the offshoring decision. The search 

terms were combined in order to find relevant literature for the research. Combination 

of the different search terms and hits per search terms are presented in the Table 4 hits 

per search terms in Scopus and ABI/INFORM. below. 

Table 4 hits per search terms in Scopus and ABI/INFORM. 

Search Terms Hits (Scopus) Hits (ABI/IN-

FORM) 

Offshoring 1856 21000 

Offshoring AND Factors 287 9208 
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Offshoring AND Drivers 82 3642 

Offshoring AND barriers 36 3600 

Offshoring Decision 278 7877 

Offshoring Outsourcing 922 1717 

Globalization AND Drivers 938 68 

Globalization AND Factors 8091 1295 

Manufacturing location decision 262 585 

Manufacturing location decision AND Driv-

ers 
20 245 

Manufacturing locations decision AND Fac-

tors 
250 347 

Manufacturing location decision AND Barri-

ers 
21 39 

 

 

Search Terms Hits (Scopus) Hits (ABI/IN-

FORM) 

Offshoring 156 220 

Offshoring AND Factors 34 192 

Offshoring AND Drivers 16 106 

Offshoring AND barriers 04 99 

Offshoring Decision 44 165 
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Offshoring Outsourcing 80 169 

Globalization AND Drivers 89 473 

Globalization AND Factors 82 621 

Manufacturing location decision 08 90 

Manufacturing location decision AND Driv-

ers 
04 11 

Manufacturing locations decision AND Fac-

tors 
10 34 

Manufacturing location decision AND Barri-

ers 
02 9 

 

In order to choose relevant papers for the research, authors read through abstract and 

conclusion of the papers that were found based on search terms and by limiting the 

search by applying inclusion and exclusion criteria in which only peer reviewed jour-

narly articles, English language and limiting the search to only manufacturing and off-

shoring. In the next phase, if the article felt relevant based on the title it was included 

for further reading. After the second screening 107 articles were left for the research. 

The second screening was done after reading abstract and conclusion. The articles that 

were relevant for the research were later used. The papers that doesn’t felt relevant for 

the research based on their abstract and conclusion were excluded from the study. 63 

articles has been included in the final sample for the research.  

3.2. Case Study 

As the purpose of this thesis is to understand critical factors that affects an offshoring 

decision in Swedish manufacturing companies it was necessary to collect data from 

different case companies in Sweden. The case study was selected as a method in order 

to gather qualitative data and to investigate a contemporary real-life phenomenon. Case 

study is a suitable research method when a rich understanding is desired and the re-

search control is limited (Yin, 2014). According to Dubois & Gadde (2002) case study 

strategy is a good choice when it is important to understand the interaction between a 

phenomenon and its context. 

The first step was to identify suitable case companies for the research. In order to gather 

appropriate data for the study, authors selected to involve companies that has offshored. 

Offshoring case companies were used in the study to gather information about what 
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factors the company considered when they decided to offshore their facility from Swe-

den. It was also important to get an understanding if the offshoring has been successful, 

what hinders they faced and what is the main reason that they offshored their facility. 

No special manufacturing area of the companies were selected. All companies that have 

offshored from Sweden were interested for the study. Seven different companies were 

included in the study. Those companies differ from each other in different ways. They 

compete in different markets, has offshored in different parts of the world and has off-

shored different departments of the company. Each company will be explained further 

in the report. 

3.3. Interviews 

Next step in the process was to interview the case companies and gather information 

for the study. Semi-structured interviews were conducted for the study. This type of 

interviews was the most suitable for the study in order to gather as much information 

as possible to reach the purpose of the study. Semi-structured interview is about where 

the interviewer have a list of questions but also follow up the answers from the partici-

pants with unplanned questions (Williamson, 2002). It was important to have inter-

views with people that have been involved in the offshoring decision. Those people is 

the most appropriate for the study and have knowledge about the phenomena. Both 

authors participated during the interviews. An interview guide was used for the inter-

views and was used as a guidance tool during the interview. It was a helpful tool to 

uncover important information and details about offshoring. Seven companies were in-

cluded in the research. Two of these seven companies answered the questions through 

e-mail because lack of time to have a face to face interview. Because of that it was not 

possible to discuss the area and have an open conversation about offshoring. These two 

companies got a questionnaire with 8 questions which they answered and sent them 

back. The questions in the questionnaire is the same questions that were used in inter-

views with the other companies face to face. The questions were sent in advance to the 

percipients so the respondents had time to prepare the answers for the interview. Ques-

tion that have been used for interviews is presented in appendix A. Table 5 Summary 

of the interviews showed below introduces companies that were included in the study. 

In light of the companies the name of the companies is not presented in the report. 

Table 5 Summary of the interviews 

Company Branch of industry  Turnover Date 

Company A Manufacture and assemble components 

and systems for demanding industrial cus-

tomers 

300 MSEK 29/3-2017 
 

Company B Developing and manufacturing sustainable 

clean air solutions 
6 BSEK 5/4-2017 

Company C  Multinational food packaging and pro-

cessing company 
17 BSEK E-mail 



Theoretical background 

20 

 

Company D Manufacture functional clothing that keeps 

people dry 
500 MSEK 5/4 - 2017 

Company E One of the world’s leading suppliers of so-

phisticated rubber products for different 

applications 

500 MSEK E-mail 

Company F Leading suppliers of seat comfort and spe-

cialized interior components to car brands. 
907 MSEK 6/4-2017 

Company G Clothing manufacturing company 2,5 BSEK 20/4-2017 

 

 

3.4. Analysis of the interviews 

Data that was collected from the interviews was directly analysed in order to not get 

lost. The first step was to transcribe the data. Transcribing data means to make the in-

formation much more accessible and easier to analyse (Williamson, 2002). This was 

done after each interview with the companies. Next step was to reduce data through 

themes. Data were reduced into several themes. The different themes were drivers, fac-

tors, problems with having facility abroad and general data about the company. This 

was done in order to easier handle collected data for answering the research questions. 

Authors broke down comments into details and divided negative and positive view-

points. Each company was analysed individually to then perform a cross-case analysis 

between them. After collecting data from all interviews the next step was to categorize 

the data from all interviews. This was done in order to map factors that affect and off-

shoring decision. Some of those factors were collected from more than one company 

and some factors were just collected from one company. This were done in a cross-case 

analysis. Categorizing data from all the interviews helped authors to understand what 

factors are more common. Next step in the analysing process was connection and inter-

pretation. Connection and interpretation step was done in order to see how things fit 

together. It was important to understand if one factor affects another and how they are 

connected to each other.
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4. Findings 

This chapter is about data that has been conducted from case companies. Different case 

companies were included in the research in order to investigate drivers and factors. 

Each company will be explained and data presented. In the end, all data from the com-

panies will be summarized in a cross-case analysis.  

Seven different offshoring companies were included in the research. All companies dif-

fer from each other. The size of the companies differ and products they produce are 

different. Each company is explained below. The names of companies are not presented 

due to request of companies.  

4.1. Company A 

Company A is based in Sweden and it is devoted to the develop, manufacture and as-

semble of components and systems for demanding industrial customers. Some of the 

products and services they offer are sheet metal processing, injection molding, wiring 

systems and inductive components. The facility based in south of Sweden has around 

80 employees. They design and manufacture electrical power and control equipment, 

packing machines, air treatment, cash handling systems, gasoline pumps and ticketing 

systems. The facility in south of Sweden have a turnover of 300 MSEK. The total group 

have and turnover of 3BSEK. The firm started to move abroad in 1996 and have today 

facilities in Mexico, Europe, India, China and Thailand.  

The Company started to move abroad when they bought already existing companies 

which produced similar products or had same type of production. However, they never 

started a new facility abroad from the beginning. 1996 was the first time they moved 

abroad and it was to Bulgaria. Last time the company moved abroad was in 2016 to 

Serbia. 

The biggest reason why company A moved abroad was because of cost reduction. In 

order to be more competitive they needed to produce their products with lower produc-

tion cost. The cost differences between Sweden and for example Bulgaria is consider-

able, and not convenient for the company. Some products are today manufactured in 

Bulgaria and assembled in Sweden. The facility in south of Sweden have a really good 

connection with the facility in Bulgaria. Another reasons why the company moved 

abroad is to reach new markets. They have facilities in Asia and Mexico as well. A 

summary of the drivers is presented in Table 6 Drivers for moving abroad, Company 

Abelow. 

 

Table 6 Drivers for moving abroad, Company A 

Drivers for moving abroad 

Lower cost 
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Competitive advantages  

Access to new markets 

 

Factors the company considered when moving abroad is presented in Table 7 Factors, 

Company Abelow. Factors about cost were the most important to consider because the 

main driver why the company moved abroad was cost.  

 

Table 7 Factors, Company A 

Factors YES NO Comments 

Geographical location X  Looked for companies with similar production 

and that can produce for lower price.  

Cost of production X   

Cost of material - - Material cost is the same all over the world, The 

suppliers sell the material for same price even if 

you are a company in Sweden and buying mate-

rial from India or Bulgarian company buying it 

from India.  

Labor cost X  Was an important factor, main reason why they 

moved abroad.  

Transport cost X  Yes, try to have as low transport cost as possi-

ble.  

Delivery time to cus-

tomers 

X   

Lead time X   

Cultural differences X  They have same core values in all Company A 

facilities over the world. They have a handbook 

they are following and the handbook is in differ-

ent language. This helps a lot but still it is dif-

ferences with culture in different countries.  
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Language X  Language have not been big problem, The 

thought about it before moving abroad. On the 

management level the language in for example 

Bulgaria is very good. They also gave them edu-

cation. They also use same business system. 

Taxes    

Quality of products X  Had issues with quality in beginning. For exam-

ple components that were sanded from Bulgaria. 

Products they received from Bulgaria were 

rusty. They solved the problem later and now 

quality is better and better.  

Local regulations X   

Work competence  

X 

 They sent people from Sweden to the facilities 

abroad who helped the company and educated 

the people. This helped them a lot. 

Supplier reliability X   

Political changes    

Communication diffi-

culties 

X  Using same business system, that facilitate a lot.  

 

 

The company face problems at the beginning of offshoring, but one outstanding was 

quality issues. Moreover, the products that were sent from Bulgaria were rusty and it 

was not possible to use them. This type of contamination occurred during the transpor-

tation. The problems are presented in Table 8 Problems, Company Abelow.  
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Table 8 Problems, Company A 

Problems with having the facility abroad 

Problems with delivery 

Quality issues  

 

4.2. Company B 

Company B is located in Sweden. The company focus on the development of air filtra-

tion industry with more than a half century of experience in developing and manufac-

turing sustainable clean air solutions that protect people, processes and the environment 

against harmful airborne particles. One of the main products is the manufacture of struc-

tural component to power generation (turbines) and its biggest customer is Siemens 

turbo-machinery. The company is located in the south of Sweden with more than 3800 

employees around the world and has a turnover of 6 BSEK. Besides, the company has 

production in several countries as: China, Slovakia, Poland, Hungary, Mexico, Roma-

nia and Estonia. 

The Company has subcontractors which produce when there are requirements from 

their clients.  The reason why the company decided to move abroad was because of 

costs and became more competitive, 99% of the decision was to reduces costs. How-

ever, the only subsidiary they have is located in India and it covers around 4 % of the 

total demand. The main partner is located in Estonia and it covers the Nordic market. 

This was a good decision because Estonia is located near to Sweden, the cost of pro-

duction was much cheaper and the quality of products was higher than the local pro-

ducers. Besides, the cost of production was not expensive compare with other locations, 

but the product to be transported are heavy machinery, which volumes are considerable 

big and not easy to transport. 

Among others, the company has production in Bremen, Shanghai, New Delhi and Bo-

rås. Also, the company is located around these countries because of its mains customer 

are global companies. Then, its strategy is to move around its customers and not the 

expansion of the firm. A summary of the drivers is presented in Table 9 Drivers for 

moving abroad, Company B below.  

 

Table 9 Drivers for moving abroad, Company B 

Drivers for moving abroad 

Lower cost 
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Competitive advantages  

Reduce transport costs 

 

 

The factors that the company considered when moving abroad are presented in Table 

10 Factors, Company B below. The main driver to move abroad was cost reduction and 

therefore factors related with this were heavier than others  

 

Table 10 Factors, Company B 

Factors YES NO Comments 

Geographical loca-

tion 

x  Of course, close to Sweden 

Cost of production x   

Cost of material x   

Labor cost x   

Transport cost x  Yes, closed to the Nordics means lower trans-

portation costs. 

Delivery time to 

customers 

x   

Lead time x   

Cultural differences x  One needs to ask twice because of cultural dif-

ferences and misunderstandings. 

Language x   

Taxes x   

Quality of products x   

Local regulations x   
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Work competence x   

Supplier reliability x  They have worked many years with suppliers in 

order to get nowadays reliability. 

Political changes x   

Communication dif-

ficulties 

x   

 

 

According to company B, it was easier when they had a facility in Sweden with their 

own warehouse. In that way, the components were available to use when they produced. 

The problems they face is to have all components available for production at the right 

time. Products that are not available locally in Estonia need to be sent from Sweden and 

that costs money and it is also time consuming. This is more a problem with shutting 

down the warehouse and because of that the components are not available anymore. 

The problems are presented in Table 11 Problems, Company B below.  

Table 11 Problems, Company B 

Problems with having the facility abroad 

All components are not always available  

 

4.3. Company C 

Company C is a multinational food packaging and processing company of Swedish 

origin with head offices in Lund, Sweden, and Lausanne, Switzerland. The company 

offers packaging, filling machines and processing for dairy, beverages, cheese, ice-

cream and prepared food, including distribution tools like accumulators, cap applica-

tors, conveyors, crate packers, film wrappers, line controllers and straw applicators. 

The company has around 23000 employees around the globe and a turnover of 100 

BSEK. The facility in Sweden has around 4000 employees and a tunrover of 17 BSEK. 

Because of the low relative cost of its end products, the developing world has been an 

important market this company which has 40 subsidiaries that satisfies the demand of 

170 countries. Among the locations are: Check republic, China, Colombia, Italy, Mex-

ico, UK, Saudi Arabia, Spain, Sweden, Switzerland, Turkey, Ukraine. 

https://en.wikipedia.org/wiki/Multinational_corporation
https://en.wikipedia.org/wiki/Food_packaging
https://en.wikipedia.org/wiki/Sweden
https://en.wikipedia.org/wiki/Lund
https://en.wikipedia.org/wiki/Lausanne
https://en.wikipedia.org/wiki/Switzerland
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The Company started by moving some small machinery abroad in order to know the 

development in the locations. The hole supply chain was outsourced at the beginning. 

Afterwards, the company could take control over the supply chain again and started 

building their own plants. One of the reason the company had to offshore was expan-

sion. The company wanted to cover the demand in Asia and reduce their cost as well 

so they initiated operations in China.  Some other reason the company had in mind was 

the reduction of lead time and export costs, including the rate protection. The drivers 

are presented in Table 12 Drivers for moving abroad, Company Cbelow. 

 

Table 12 Drivers for moving abroad, Company C 

Drivers for moving abroad 

Expansion 

Competitive advantages  

Reduction of costs 

 

 

The factors that the company considered when moving abroad are shown in Table 13 

Factors, Company Cbelow. The main driver to move abroad was the expansion and 

therefore factors related with this were heavier than others  

 

Table 13 Factors, Company C 

Factors YE

S 

NO Comments 

Geographical loca-

tion 

x   

Cost of production x   

Cost of material x   

Labor cost x   

Transport cost x   
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Delivery time to 

customers 

x   

Lead time x   

Cultural differences  x It was a relatively unknown area, so we planned 

for a higher expert team in the beginning. 

Language x   

Taxes x  Not so much taxes, but exchange rate manage-

ment. 

Quality of products x   

Local regulations  x  

Work competence x   

Supplier reliability  x We would build the supplier chain together 

Political changes  x  

Communication dif-

ficulties 

x  Expats in the short term, but ended up staying 

much longer than expected. 

 

 

Some problems that the company had was related with distance of the different facili-

ties. One of the problems Company C recognize after moving abroad is that engineering 

standard differ between EU and China. People are thinking in different ways and are 

learned in different ways. Another problem is the language barrier. It also took longer 

time to build up human competence than expected. Time differences between China 

and Sweden are as well problems. Engineering support is delayed due to time differ-

ences and sometimes they use a whole day waiting for feedback. Another problem they 

face is conflict of interest between China and Sweden. The problems are presented in 

Table 14 Problems, Company Cbelow.  

Table 14 Problems, Company C 

Problems with having the facility abroad 
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Engineering standards differ from EU and China 

Language and cultural barriers 

Human competences took more time than expected 

Engineering support due to time differences 

Conflict of interests 

 

 

4.4. Company D 

Company D is a clothing company from Sweden. They make functional clothing that 

keeps people dry and they are one of the biggest rainwear companies in Scandinavia. 

Company D have 40 employees in Sweden. The main market is Europe and the princi-

pal warehouse is based in Sweden and a smaller one in Germany. The company’s turn-

over is 500 MSEK. 

The company started to move manufacturing abroad between 1970-1980. In the begin-

ning, the company offshored production in portugal. However, due to the Asian com-

petitive prices they decided to move from Portugal to Asia where they offshore-out-

source production. All design, product development, choose of material and test of ma-

terial is based in Sweden and just the manufacturing is done in China, Vietnam, India 

and Bangladesh. The company have an office based in Beijing with five employees. 

Those people are responsible to have control over the products and manufacturing in 

these 4 countries, and also they work with quality controls directly at the suppliers fa-

cilities.  

The company started to move abroad because of cost reasons. To stay in Sweden and 

be competitive on the market is impossible. In order to grow and be one of the biggest 

companies it was necessary to move outside of Sweden. Another reason why they de-

cided to move abroad is because of people’s competence. The competence in clothing 

industry is low in Sweden. People doesn’t want to work with manufacturing of clothes 

for low wages. Another reasons are the availability of material and technology. The 

technological development in clothing manufacturing develops faster in Asia. Table 15 

Drivers for moving abroad, Company Dbelow presents the drivers why company D 

decided to move abroad.  

Table 15 Drivers for moving abroad, Company D 

Drivers for moving abroad 
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Cost reasons  

Competiveness 

Competence 

Availability of material 

Development of technology 

 

 

Before moving abroad it was important to consider some factors. Table 16 Factors, 

Company Dbelow presents factors company D considered and didn’t considered when 

moving abroad. Some of those were more revenant than others. 

Table 16 Factors, Company D 

Factors YES NO Comments 

Geographical loca-

tion 

 X Specific country was not an important choice, 

But moving to country with low cost, material 

availability and high competence was important. 

Cost of production X  Yes, the main reason why they are abroad. 

Cost of material X  Cost of material and material availability. 

Labor cost X  Yes, main reason why they are abroad. 

Transport cost  X Not so important, high volumes, not high 

transport cost per product. Not even 1% per 

product.  

Delivery time to 

customers 

X  Important to think about, need to have good 

planning.  Always be at the forefront. 

Lead time X  Need to consider. The company have high lead 

times now, 18 months. If the manufacturing 

were placed in Sweden, the lead times will be 

much lower.  
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Cultural differ-

ences 

X  Yes, It is important to have good relation and 

understand each other well.  

Language  X Important but not a factor that decided if they 

should have production there or not. Have Eng-

lish speaking people who have contact with the 

manufacturing and speaking local language.  

Taxes X  Yes, especially custom costs.  

Quality of products X  Is important but the company themselves are big 

part of this. It depends on them, how they han-

dle the tests of quality, follow the production, 

they need to put high requirements.  

Local regulations  X Not a decisive factor. 

Work competence X  One of the reasons why they moved abroad. 

Need high competence to be competitive. 

Supplier reliability   You can’t know this before you put an order. 

Political changes X  Important to consider, corruption. Would never 

produce in for example Myanmar because of the 

politics and oppression. 

Communication 

difficulties 

 X Solving the problem with having English speak-

ing people who also speaks the local language. 

Important to consider but can be solved in this 

way. 

 

 

Having manufacturing abroad can create some difficulties and problems for the com-

pany. The biggest problem company D faces is planning. The company need to get all  

the suppliers to synchronize and this demands high level of planning and it is time con-

suming. All components from different subcontractors need to be on right time and on 

right place. Another problem they face is the long transportation time. They transport 

their products with containers and it takes at least 40 days to arrive if there isn’t a prob-

lem. Culture and language can be problems sometimes. It facilitates a lot to have 5 

employees based in Asia who have control over the production. Problems with having 

facility abroad is summarized in Table 17 Problems, Company D below.  
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Table 17 Problems, Company D 

Problems with having facility abroad 

Planning issues  

Transport time 

Culture differences  

Language 

 

 

4.5. Company E 

Company E is based in south of Sweden and it is one of the world’s leading suppliers 

of sophisticated rubber products for different applications.  They are a global product 

specialist that develops, manufacture and market high-quality gaskets for plate heat ex-

changers. Gaskets, profiles and rubber compounding are the three product areas. Com-

pany have today around 170 employees and the turnover is 500 MSEK. They have 

facilities in three different countries: Sweden, China and Sri Lanka. The facility in Swe-

den focus on technological advanced rubber materials and manufacturing of gaskets 

and they are manufactured in short series. In Sri Lanka are mainly produced  products 

with large volume. The facility in China is used to manage increased demand for both 

the Chinese and western market.  

The company moved first abroad to Sri Lanka in order to reduce production cost. De-

creasing labor cost was the biggest reason why company E decided to move abroad. 

Another reason was to get access to local markets (China). Skill level of labor is another 

reason why the company decided to move to Sri Lanka. Sri Lanka was an acquisition 

of an existing manufacturing company where as China was a green field investment. 

The drivers for moving abroad is presented below in Table 18 Drivers for moving 

abroad, Company E. 

Table 18 Drivers for moving abroad, Company E 

Drivers for moving abroad 

Labor cost 

Skill level of labor 
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Reach new markets 

 

 

Different factors from company E is presented below in Table 19 Factors, Company E. 

According to the company all those factors were considered before they moved abroad.  

 

Table 19 Factors, Company E 

Factors YES NO Comments 

Geographical location X   

Cost of production X   

Cost of material X   

Labor cost X   

Transport cost X   

Delivery time to cus-

tomers 

X   

Lead time X   

Cultural differences X   

Language X   

Taxes X   

Quality of products X   

Local regulations X   

Work competence X   

Supplier reliability X   

Political changes X   
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Communication diffi-

culties 

X   

 

 

Having facility abroad in Sri Lanka and China create some difficulties and problems 

for company E. The manager mentioned that one of the problems is transport lead time, 

which is a challenge trying to cope with fluctuations in demand. Another problem they 

recognize when they moved abroad is that grow sale in the local market has initially 

been slower than anticipated. Language skills in Sri Lanka are excellent, and in China 

the level of the language is satisfactory. Some misunderstanding in communication can 

occur. The problems with having facility abroad are summarized below in Table 20 

Problems, Company E 

Table 20 Problems, Company E 

Problems with having facility abroad 

Cope transport lead time with fluctuations 

in demand  

Grow sale in the local market slower than 

anticipated 

Language 

 

 

4.6. Company F 

Company F is based in Sweden and is one of the leading suppliers of seat comfort and 

specialized interior components to car brands. Massage systems, seat support systems, 

seat climate systems and head restraints are some of the products they manufacture. 

Today, company F have facilities in Poland, China and Mexico. The Swedish facility 

have a good relation and cooperation with the facility in Poland. The biggest part of the 

products are manufactured in Poland and some others complementary parts are manu-

factured in Sweden. This research is focused on the offshoring to Poland.  

In the beginning, the manufacturing of the products were done in Poland and the testing 

of the products were in Sweden for the whole European market, which means that the 

products were sent from Poland to Sweden in order to be tested. The testing department 

were based in Sweden and have been there since beginning. In 2017 the company de-

cided to move the testing department to Poland. All testing have been moved to Poland 

without the testing for Swedish and English market which is still based in Sweden. The 
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reason why the company decided to move a big part of the testing to Poland is because 

of cost. Labor cost in Poland is one third of the Swedish which means that they can use 

3 polish employees instead for one swede. The company had already an empty are in-

side the facility in Poland, which facilitate and empowered the move of testing to the 

foreign country. They moved all the equipment that was primarily in Sweden so they 

didn’t incurred in additional costs.  

The offshoring of the testing department was an obligation fo the company in order to 

be competitive on the market. Having the testing department abroad not only helped to 

decrease the labor cost, the transportation cost decreased as well.  The reason why com-

pany F decided to move abroad is presented in Table 21 Drivers for moving abroad, 

Company F. 

Table 21 Drivers for moving abroad, Company F 

Drivers for moving abroad 

Labor cost 

To be more competitive on the market   

 

Factors Company F considered when moving abroad is shown in Table 22 Factors, 

Company Fbelow.  

 

Table 22 Factors, Company F 

Factors YES NO Comments 

Geographical loca-

tion 

X  Had already a facility in Poland so just moved 

the department. 

Cost of production X   

Cost of material    

Labor cost X  Main driver why they moved abroad. 

Transport cost X  Decreased transport cost with having testing 

and manufacturing under the same roof. 

Delivery time to 

customers 

X   
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Lead time X  Lead times becomes shorter with having it un-

der the same roof. 

Cultural differences X  Yes, important to get good relation and under-

stand each other  

Language X  English classes to solve the problem. 

Taxes  X Already have facility since long time back in 

Poland. 

Quality of products X  Knew it will be worse now because lack of 

competence. 

Local regulations  X Already have facility since long time back in 

Poland. 

Work competence X  Yes, knew that they will lose competence. 

Supplier reliability    

Political changes  X Already have facility since long time back in 

Poland. 

Communication dif-

ficulties 

X  Yes, organize classes in English 

 

 

Moving the test department to Poland caused some problems at the beginning of the 

offshoring implementation. The testing department was in Sweden for many years, 

which resulted in high competence in that area. As consequence of the offshoring deci-

sion, the company lost the competence in that area. Moreover, one of the biggest prob-

lems is the Polish facility is the competence of people. Employees in Poland need ed to 

be educated and some personnel from Sweden needed to travel frequently in order to 

upgrade processes. However, problem related with competence of personnel will de-

crease in the long run. Another problem as consequence of employees competence re-

sulted in quality issues. The quality of product have decreased and set a challenge for 

the company.   

Another problem they face now is flexibility. Before moving to Poland all testing were 

placed in Sweden, but now it is divided on two different countries. They can not react 

in the same way as they did before and the company decreases efficiency by trying to 

solve problems in two different facilities. 
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Another problem company F faced is the communication and relation between facilities 

in Sweden and Poland. Some employees are disappointed because of the layoffs of per-

sonnel in Sweden. As consequence, Swedish employees don’t want be helpful with the 

Polish facility and this cases reduction in efficiency. This is one of the biggest problems 

right now because employees in Poland need to gain knowledge and learn how to per-

form their tasks.  

Language and communication is a problem right now. Employees in Poland have clas-

ses in English and hopefully they will be better in a short future. The problems are 

summarized in Table 23 Problems, Company Fbelow.  

 

Table 23 Problems, Company F 

Problems with having facility abroad 

Competence 

Quality issues 

Flexibility 

Communication and relation problems 

Language  

 

 

4.7. Company G 

Company G is located in Sweden and is a clothing manufacturing company. The head 

office is based in Sweden, as well as design and product development. The different 

products are manufactured abroad. Asia stands for 90% of the production and Europe 

for 10%. The warehouse is located in the south of Sweden, in Borås.  

Company G started moving manufacturing abroad around 1970. The biggest reason 

why they decided to move abroad was the reduction of costs. Lower cost in form of 

production and labor. Moreover, in order to be competitive it was necessary to move 

abroad from Sweden. Another reason why the company emigrated manufacturing was 

the competence of employees and technological development, this last one is is large 

developed in Asia than in Sweden. The drivers are presented in Table 24 Drivers for 

moving abroad, Company Gbelow.  
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Table 24 Drivers for moving abroad, Company G 

Drivers for moving abroad 

Cost reasons  

Competiveness 

Competence 

Development of technology 

 

When moving abroad it was important to consider some factors in order to have a suc-

cessful offshoring implementation. Factors Company G considered when moving 

abroad are presented in Table 25 Factors, Company Gbelow.  

Table 25 Factors, Company G 

Factors YES NO Comments 

Geographical loca-

tion 

X  Yes, an important factor. Investigated the avail-

ability, how will the communication be etc., 

and because of that was geographical location 

important factor 

Cost of production X  Yes, Investigating how low is the production 

cost 

Cost of material X  Also important but more availability of material 

Labor cost X  Yes, biggest reason why they moved abroad 

Transport cost X   

Delivery time to 

customers 

X  Yes, comparing how long lead times suppliers 

have. A supplier with much shorter lead time is 

more interesting. 

Lead time X  See above 

Cultural differences X   
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Language X   

Taxes  X Taxes is not important, they pay for the product 

and doesn’t have own manufacturing abroad. 

On other side customs cost is important.  

Quality of products X  Yes very important factor and have high quality 

controls both abroad in industry and also in 

Sweden. 

Local regulations X   

Work competence X   

Supplier reliability X  Yes, try to have long-term relationships with 

their suppliers 

Political changes X  Important to consider, for example strike in one 

country affects their business.  

Communication dif-

ficulties 

X  Very important to understand each other and 

have good relation.  

 

 

Today, company G has partners that have control over the production abroad. Among 

their responsibilities are the quality control, good work conditions and delivery times. 

One problem with having manufacturing abroad is the response time. For instance, they 

cannot react easily and quickly to demand changes because they use marine transport 

and it takes around 7-8 weeks for the products to arrive. Another problem with having 

facility abroad is lead times. If the manufacturing were based in Sweden close to the 

head office the lead times would be lower. The problems are presented in Table 26 

Problems, Company G below. 

Table 26 Problems, Company G 

Problems with having facility abroad 

Closeness 

Lead time 

Transport time 
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Cross-Case Analysis  

Table 27 Factors, Cross-Case Analysisbelow is a cross-case analysis of all companies 

together with the factors.  The factors considered by companies are designated with 

”X”. At the right of the table, a comment is presented from one company referring the 

specific factor. This cross-case analysis shows how many companies have considered 

a specific factor. 

Table 27 Factors, Cross-Case Analysis 

Factors A B C D E F G Quote  

Geographical 

Location  
X X X  X X X “Yes, wanted to be close to Sweden”  Company B 

Cost of pro-

duction 
X X X X X X X “Cost was the main reason for moving abroad” 

Company D  

Cost of Mate-

rial 

 X X X X X X “Not important for us, even if we are based in 

Sweden or Bulgaria we pay the same for the raw 

material if you exclude transport cost” Company 

A 

Labor cost X X X X X X X “Very important to consider, biggest reason why 

we moved abroad” Company G 

Transport 

cost 
X X X  X X X “Not important, deliver high volumes, the 

transport cost is not even 1% per product” Com-

pany D 

Delivery time 

to customers 
X X X X X X X “Comparing lead-times, a supplier with lower 

lead-time is more interesting” Company G 

Lead time X X X X X X X “Having testing and manufacturing under same 

roof decreases leadtime” Company F 

Cultural dif-

ferences  
X X  X X X X “ Same core values in all facilities, handbook in 

different languages” Company A 

Language X X X  X X X “Not a factor which decided if they should move 

there, English speaking people who speaks local 

language” Company D 

Taxes  X X X X   “Doesn’t have on manufacturing, just pay for the 

product” Company G 

Quality of 

products 
X X X X X X X “We put requirement by our self and are responsi-

ble to make quality controls” Company D  
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Local regula-

tions 
X X   X  X “Not a decisive factor” Company D 

Work compe-

tence 
X X X X X X X “We sent people abroad who educated the local 

people” Company A 

Supplier reli-

ability 
X X   X X X “Try to have long-term relation with suppliers” 

Company G 

Political 

changes 

 X  X X  X “Important to consider corruption” Company D 

Communica-

tion difficul-

ties 

X X X  X X X “Gives classes in English to employees” Company 

F 

 

 

Table 28 Drivers, Cross-Case Analysis below presents a cross-case analysis of the 

drivers that where found under interviews. This table present which driver have been 

mentioned by which company. 

Table 28 Drivers, Cross-Case Analysis 

DRIVERS/COMPANY A B C D E F G 

Access to market x x   x   

Availability of material    x    

Competitive advantage x x x x  x x 

Development of technology    x   x 

Expansion   x     

Labor cost      x  

Reduction of costs x  x x x  x 

Competence    x x  x 

Reduction of transportation  x      
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5. Analysis 

This chapter is answering the two research questions in order to reach the aim of the 
research. A table with theoretical and empirical aspects is presented. Those aspects 
are further explained from theoretical and/or empirical perspective.  

 

As described in the theoretical background, factors are considered in this research as 

items that companies need to consider before offshoring. Drivers are considered as 

items for which companies feel motivated to offshore. Aspects are used as a word to 

include both factor and drivers, this was done in order to differentiate and not misun-

derstand the terms.  

There are drivers which are factors as well. For instance, labor cost is a driver by which 

firms can reduce their costs, but it is a factor as well, because firms need to consider it 

when deciding the location of facilities. Firms cannot simply choose the cheapest loca-

tion, but instead consider many factors that in overall will satisfied the firm’s necessi-

ties. 

Table 29 Theoretical aspects below shows the theoretical aspects in relation with empir-

ical aspects Table 30 Empirical aspectsgathered from interviewing companies. The letter 

¨D¨ stand for a driver and ¨F¨ stands for a factor. As the table displays, there are aspects 

that stands as drivers and factors. It means that the company has considered them as 

both. Moreover, there are theoretical aspects which are not considered as factor neither 

as driver denoted with the symbol ¨ - ¨.  

The aspects with the symbol ¨-¨ are considered as gaps which can be fulfilled by future 

studies. By doing so, it will probably lead to find some of the reasons why companies 

are reshoring facilities (Tate, 2014; Bellego, C. 2014). Further, this gap can be consid-

ered as aspects that are not really important for the succeed of company’s goals. More-

over, none of the companies interviewed have plans to bring back their facilities, thus, 

it could be suggested that their strategy is working well and the factors they selected 

fulfilled the requirements. However, there is another gap and it is the relation of theo-

retical and empirical aspects. There are aspects that companies believed are really im-

portant but there is not theoretical information about its importance. 

The aspects considered in the table are the most cited and considered in theoretical data, 

and which are compared with the information gathered from companies. As shown in 

the table, not all the aspects mentioned in theory are considered by the companies. The 

last columns which are in cursive letters are the aspects that the firms considered but 

there is not theoretical information for them. They could be considered as elements that 

were gaining competitiveness during years or that researcher didn’t consider them as 

important as companies do. 
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Table 29 Theoretical aspects 

 

Table 30 Empirical aspects 

 

 

The next paragraphs will describes aspects included in theoretical background but 

not in the empirical information, they are denoted in the table with the symbol ¨-¨  

One of the aspects included in theoretical, but not in empirical data is management 

changes. It is known that companies should consider this aspect in the transition phase, 

when companies have initiated operations abroad.  

Another aspect considered important is inadequate infrastructure. This is specially con-

sidered when companies are offshoring services. In the case of IT services, it is neces-

sary to consider the speed of connection, the quality of buildings and the labor places 

where personnel are working. Moreover, the area should have a fluent flow of current 

and without blackouts (Roza et al., 2011). This aspect is considered really important 

when offshoring services, but not so relevant with physical products as showed by the 

interviewed companies. 

Supplier opportunism wasn’t considered for companies and it is completely understand-

able. This aspect should be more considered when companies are offshoring products 
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with intellectual property in innovation or new product development. This due to com-

panies can suffer inconvenience with the ethics and moral of third parties in case of 

offshore-outsourcing. Moreover, companies may be aware that third party companies 

may obtain the knowledge and became future competitors (Lim & Tan, 2010). 

Labor law is an important aspects, especially when selecting the partnership. This 

should be considered by every company because in the short or long run, wrong prac-

tices of labor may affect the stability of the company. Moreover, it could lead to a po-

tential damage on consumers and the brand if it is known that the third party is com-

mitting wrong practices (Garcia, 2008; Farrell, 2006; Tjader et al., 2010). None of the 

companies considered it before offshoring and some companies mentioned that they 

will act if they suspect of such practices occur in their facilities abroad.  

The two following subchapters will answer the two research questions according to 

drivers and factors that have been found in case companies. Those factors and drivers 

will be compared with the literature. The factors and drivers that has been found in case 

companies but not in literature will also be presented. Those aspects are presented in 

cursive letters in Table 29 Table of all important aspects in the research.  

5.1. RQ1: What are the drivers for offshoring? 

The main driver that motivates firms to offshore is to reduce costs: Labor costs, Pro-

duction costs and transaction costs (Roza et al., 2011; Mykhayelko et al., 2015; Waeh-

rens et al., 2014; Luo & Jayraman, 2013; Kinkel & Maloca, 2009; Lewin et al.,2008; 

Janaro, 2008), but there are other drivers as important or even more important that re-

ducing costs. According to Lewin et al. (2008), seeking for talented people has become 

the second main motive for offshoring after reduction of costs. And other drivers will 

depend on the product or service to be offshored. In the same way Ferdows (1997) 

states that expansion is another strong driver in which firms first decide the location to 

establish and then they will include other secondary drivers as reduction of costs, per-

sonnel competence, infrastructure, etc. (Roza et al,. 2011; Mykhayelko et al., 2015). 

 

Kinkel & Maloca (2009) affirm that reduction of labor cost is the most important driver 

for offshoring. 80 % of the companies state this in their research. 

According to empirical data in this research, the most mentioned driver why firms move 

abroad is to gain competitive advantage. Almost all the companies interviewed consider 

that they move abroad because they couldn’t compete with other firms in the same sec-

tor. And as a second more important driver was the reduction of costs, this means both: 

First, firms move abroad because of competitive advantage and second, as an alterna-

tive to continue on the market. Moreover, firms affirm that there were already other 

competitors that offshored their facilities to other countries with lower costs than Swe-

den. They consider that having production in the home country will difficult the future 

of the firm and that moving abroad was a natural step.  
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According to the Lewin et al. (2008), seeking for talented people is the second main 

motive for offshoring. In this research six of eight firms said they needed to be abroad 

because it was difficult to be competitive on the market by staying in Sweden. Moreo-

ver, when choosing geographical location the companies preferred to be in Asia because 

in some cases there was more competent people and in others the cost of labor and 

material were much lower than the local market. In the case of some firms, the reduction 

of costs goes to the background, considering that they move to places where they have 

current clients. This strategy is approached by company B which is not looking for new 

markets neither or reduce costs to satisfy the local market but moving where their cli-

ents are moving. Furthermore, company F offshored R&D, more specifically the area 

of testing their products. This company states that they move abroad because they could 

hire more people in Poland with the same resources, by doing so, the company could 

accelerate this process. In conclusion, this was more a strategically decision in order to 

reduce the lead-time of R&D than reduce costs. 

 

One of the advantages that offshoring carries is the access to new markets (Janaro, 

2008; Mykhayleko et al., 2015). This driver was considered as main by several compa-

nies, that is the case of company A, B and E. These companies offshored production 

because they wanted to reach new markets. They moved their facilities in order to re-

duce costs to the local market and reach new ones at the same time. The motivator for 

company C was expansion. The firm wanted to cover the demand in Asia and reduce 

their cost as well. The decision they made was first to outsource the hole supply chain 

before moving completely.  

 

According to Qu et al. (2013), emerging economies as China learn easily and this shape 

is the decision when offshoring. This is supported by companies which said that Asian 

countries have technology that is absent in other countries. However, the development 

and technology is one of the lowest drivers considered by the companies. The reason is 

that just two of the eight companies interviewed are companies that produce clothes. 

According with the interviewed companies, Sweden has lower technology in this area 

and this is the main reason why clothes companies cannot be competitive in Sweden 

and other Nordic countries. Another reason to offshore for companies D and G is the 

cost of material, labor, and the existence of raw material necessary for the production. 

 

Technology development is a driver that wasn’t considered in theory, but two of the 

companies interviewed found it very important. This due to both companies are manu-

facturing clothes and such technology is more advanced in Asia. Moreover, places in 

Asia often offer the qualified personnel with low labor wages which make them even 

more attractive. Technology development is considered in this research as an important 

driver. Companies considered it as one of the reasons to offshore production, it can be 

concluded that this driver should be considered in the strategy especially when the local 
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country doesn’t count with the technology to compete with other companies in the same 

market. Thus, it should influence the decision of offshoring and even the location. 

 

Material availability was considered as a driver by just one company, but there was not 

theoretical information regarding the subject as a driver. Moreover, it is understandable 

that it is important as a motivator, especially if the material doesn’t exist in the local 

market or because of its expensiveness. It is as well related to lead time, having the 

material close to the manufacturing company can decrease the lead time of the product. 

However, most of the companies didn’t consider the availability of material as a strong 

motivator to be considered when offshoring. 

 

5.2. RQ2: What are the factors that firms considered when offshoring? 

In order to have a successful offshoring strategy it is important to consider several fac-

tors before making a decision if offshoring is the right choice. Seven Swedish manu-

facturing companies have been included in the research in order to investigate what 

factors those companies have considered before they offshored there facilities. Table 

27 Factors, Cross-Case Analysis above presents a cross-case analysis of all companies 

which have been included in the research. Those factors will be compared from factors 

that have been found in literature in order to investigate similarities, differences and the 

gap between literature and empirical data. 

 

Geographical location has been considered by six of seven companies. Companies 

move abroad because of different reasons. Some companies move abroad because of 

labor cost and other move abroad in order to reach new markets. Regardless which 

reason they had to offshore their facilities it is important to consider geographical loca-

tion. Company B moved their facility to Estonia because they already had production 

there, but also because they wanted to be close to Sweden. In that way it was important 

to consider geographical location as a factor and investigate where it is best to move. 

Geographical location is automatically a factor that is considered by companies because 

as a company are you looking for a place which fulfil your criteria’s. According to 

company D was specific country not an important choice. They were looking for a low 

cost country with high competence and available material. The conclusion is that they 

were not looking for a specific country in the world but they investigated which country 

can fulfil the criteria. They considered geographical location indirectly. According to 

the literature one of the principal factors companies need to consider is the geographical 

location. In order to concrete this firms need to think about the strategy. Depending on 

if the company need to have control over the processes or be delegated to a third party 

in order to create most of the value it is important to consider geographical location 

(Contractor, 2010). Depending on what choice they make, the location will maybe dif-

fer in order to choose the most suitable location for the company.  
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According to Kinkel & Maloca (2009) the main driver for offshoring is reduction of 

cost. Many companies decide to move abroad in order to produce for lower production 

cost and be more competitive on the market. According to collected data from seven 

Swedish manufacturing companies  all seven companies considered production and la-

bor cost before moving their facility. The main driver of this companies were to be 

more competitive on the market and in order to be more competitive was reduction of 

cost an important criteria.  Production cost and labor cost becomes important factors to 

consider because it is important for those companies to investigate where they can off-

shore their facilities in order to fulfil their criteria’s. Those factors are strongly con-

nected with other factors that need to be considered as well. In order to be successful it 

is important to consider factors such as work competence, quality of products and de-

livery time to customers. Those three factors have been considered by all seven com-

panies. According to Farrell (2006) low cost wages countries may not be the right de-

cision and will affect the reputation and profitability of the company. The education of 

low developed countries is not the same as western countries and because of that the 

level of competency plays a big role when offshoring. Producing for lower production 

cost is not only the factor which makes you competitive on the market, this factor need 

to be considered together with the other factors.  

 

Moving production abroad can result in higher transportation cost. Having a local mar-

ket in Sweden but moving manufacturing abroad results in higher transportation costs. 

Six of seven companies have considered transport cost before moving abroad. It is im-

portant to investigate if it is profitable to move production far away from the market 

and how high the transportation cost will be. Company D didn’t consider transportation 

cost before they decided where they will offshore their facility. According to company 

D, their transportation cost is just 1% per product because they deliver in high volumes. 

Company B wanted to be close to Sweden in order to be close to the market. Being 

close to market results in lower transportation cost, which is a factor they considered. 

According to Kandilov & Grennes (2011), the transport cost and delivery time are im-

portant factors. Offshoring a complete disaggregated part of the supply chain should be 

done to not incur in extra expenses by having different components in different loca-

tions (Harms et. al., 2012). Company F,  offshored the testing area to Poland, where 

manufacturing were already. Having both manufacturing and testing under the same 

roof decreased the transportation cost. Transportation cost is included in the total pro-

duction cost, because of that it is important to investigate if it is profitable to have man-

ufacturing on the other side of the earth.  

 

Lead-time is a factor all seven companies considered. All companies included in this 

research agreed that lead-time is an important factor. Products need to be available on 

the market as fast as possible. Companies need to satisfy their customers with fast de-

liveries and high flexibility. Moving R&D and having it under the same roof as manu-

facturing results in shorter lead-times, this was approached by company F. On the other 

hand, the clothing manufacturing company (company D) have production in Asia and 
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it implies longer lead times, specially in the designing of prototypes. Their total lead 

time is around 18 months including 2 months of transportation. Having facility in Swe-

den would result in shorter lead-times but because the cost, competence, material avail-

ability, among others, it is not competitive staying in Sweden, at least for company D. 

 

Culture differences, communication difficulties and language are three important fac-

tors companies need to consider before moving abroad. Many companies felt that com-

munication and culture are barriers. According to Kamal et al. (2004) it is common for 

firms to move overseas and have cultural differences. Culture differences becomes a 

challenge in the beginning and it is important to find out how to handle it. Company A 

use the same core values in all facilities over the world and have an handbook of the 

values in different languages. This is a way for them to solve the problem with culture 

differences. Six of seven companies considered communication difficulties before they 

moved abroad. Moreover, company F offers English classes to employees in Poland in 

order to have an easier and better cooperation between facilities. 

 

Local regulation is a factor which has been considered by five of seven companies. 

According to Farrell (2006), working environment is one of the principal factors that 

should be considered. It includes important elements, for instance, in order to offshore 

desegregated part, the firm needs at least to be supported with the legislation of the host 

country. Labor laws and corruption need to be analysed before moving. According to 

company D, local regulation was not a decisive factor and they didn’t considered it 

when they offshored. But, they said that they would never manufacture their products 

in Myanmar because of known country oppression. Indirectly thy considered local reg-

ulation by omitting som countries, which use to happen when companies are in the 

designing of the strategy. 

 

Political changes is a factor which have been considered by four of seven companies. 

Company D considered this factor before they offshored their facility. For the company, 

it was important to consider corruption as well. The company manufacture clothes in 

Asia because of different reason but mainly because of the cost. Myanmar is country 

which they would never produce in because of the politics in the country and oppres-

sion.  

According to Tjader et al. (2010) political turmoil is an important factor. For company 

F, political changes was not an important factor to consider when they offshored the 

R&D department because they already knew the problematic there and they were were 

of consequences. Some factors are more important than others for some companies, it 

depends on where, when and what kind of services or products companies are offshor-

ing. In this case, they already had good knowledge about the political turmoil in Poland.  

 

Communication difficulties is a factor that companies considered as important. Com-

munication technology is a factor which is included in communication difficulties but 
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there was not theoretical information about it as driver or factor. Companies had prob-

lem in communicating with facilities abroad and it hindered the efficiency of processes 

as well. Moreover, communication technology refers to every element used as a com-

munication interface between the main quarters and the facilities abroad. Company A 

used the same business system in their other facilities abroad and they affirm that this 

was the reason of their efficiency. Without doubt, companies should considered this 

factor because it directly affect productivity. 

 

Supplier reliability is a factor considered by three of eight companies. There is not the-

oretical information regarding its importance. However, interviewed companies be-

lieved on its importance. The companies that considered supplier reliability as a factor 

have offshore-outsourced production completely and they preferred to choose partners 

that produced similar products. In order to control the production and quality issues, 

companies had own personnel abroad or what they call as ¨strategical partners ¨ which 

are consultant companies. Companies consider supplier reliability as the fact that their 

partners meet the time, quality and quantity requirements. Moreover, it is an important 

factor which can influence when deciding the location of the disaggregated activity.   
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6. Discussion and conclusion 

Firstly, this chapter includes the discussion of research. Secondly, the findings are eval-
uated and discussed. The purpose of the research and the two research questions are 
discussed. Finally, a conclusion of the work is presented.  

6.1. Discussion of method 

The chosen research method was a case study. This was conducted to Swedish manu-

facturing companies through several interviews. Seven Swedish manufacturing compa-

nies were included in the research. Case study was the most appropriate research 

method because it is a suitable method when a rich understanding is desired and the 

research control is limited (Yin, 2014). Like mentioned before, seven Swedish manu-

facturing companies were included in the research. One of the biggest problems in the 

research was to find suitable companies. The aim from beginning was to involve at least 

10 companies for the study. But, in the end, seven appropriate companies were included 

in the research due to limited time and the discard of other that weren’t suitable in this 

case. 

Researchers used semi-structured interviews to collect data from the companies. This 

type of interviews was the most appropriate in order to get answers for the specific 

questions, but also, to discuss the topic and to collect other information that was not on 

theoretical pappers. According to Williamson (2002), semi-structured interviews is 

when a list of questions is used but interviewer also follow up the answers with un-

planned questions. The list of questions used in the research is presented in Appendix 

A. The strength with semi-structured interview was that it was possible to collect more 

new and useful data for the research. Companies are not in the same line, that is why 

the researchers used some other relevant questions besides the standard questions men-

tioned in the Appendix A. Two of the seven companies answered the question through 

e-mail because of lack of time. This was a frailty for the research because the companies 

just answered the list of questions and the researchers didn’t have any chance to follow 

up the answers with unplanned question and collect more information that could have 

been important for the study.  

The choice of the method was suitable for the research. The collected data from the 

case companies helped authors to reach the purpose and answer each of the research 

questions. More case companies involved in the research would have helped the authors 

to answer the research questions in a better way and it would have increased the external 

validity. Having companies from same branch would also increase the external validity. 

This was not possible to do because of lack of time and companies that wanted to be 

included in the study. Another aspect that could have been done better  is to formulate 

questions in different way. Instead of asking companies if they have considered the 

different factors before offshoring, researcher should have asked them to mention what 

factors they considered when they offshored their facility. This will result in more reli-

able answers.  
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6.2. Discussion of findings 

The purpose of this thesis was to understand the most important factors that Swedish 

companies used when offshoring production. To answer the purpose it was formulated 

two questions. By examining the factors and drivers that companies used when offshor-

ing, the purpose of the study is thus considered to be fulfilled. Below the discussion of 

the respective issues.  

 

What are the drivers for offshoring? 

The study shows that there were not just few drivers which motivates to offshore pro-

duction or other area. It was considered by many companies that the principal motiva-

tors were lower labor and production costs, and to gain competitive advantage. Accord-

ing to this study, the most mentioned driver was to gain competitive advantage. This 

driver is directly related with the reduction of costs and thus supporting what was found 

in theoretical review. This driver is really understandable, Swedish companies cannot 

compete with other countries in labor, production and material cost. And as a result, 

they need to be more competitive by reducing theirs costs and moving abroad. The 

study concludes that companies are motivated by different drivers and that these driver 

depend upon the product to be offshore and the market to be satisfied. 

 

What are the factors that firms considered when offshoring? 

To move production abroad is a big step for companies, especially when their survival 

depends upon it. The term survival is used because some companies depend on that 

decision to continue competing on the market. The factors to be used are very im-

portant, and selecting them based in concrete data is crucial. This study shows that  case 

companies choose similar principal factors and usually are related with the reduction of 

costs. However, gaps were found in the study, showing that there is an absent of theo-

retical data regarding some factor that companies considered essential and which were 

used by them succeeding in their implementation. In the same way, some factors de-

scribed in theoretical review were not considered by companies. It could be affirmed 

that there is not detailed information about the reasons why companies didn't consider 

these factors. However, it could be suggested that companies are considering several 

factor in their strategy but they are basing their decision on few of those factors. In other 

words, companies are considering many factors but they are not giving them the im-

portance they should have. Finally, it is known that the phenomena reshoring is gaining 

ground in recent events, it could be suggested that companies are not correctly balanc-

ing the importance of factors and this may be a reason why companies are reshoring 

the desegregated part of the supply chain. Companies are not considering the right fac-

tors in number and importance in the offshoring strategy, when this step is one of the 

most important when choosing o move abroad. 
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6.3. Conclusions 

The aim of this study was to find and understand the drivers and factors that Swedish 

companies used when they decided to offshore a disaggregated part of the supply chain. 

Based on the findings gained with the involved seven companies, the study concluded 

that: 

Factors and drivers are crucial items to be considered when designing the strategy for 

offshoring. There were considered several factors from theory, which were supported 

by Swedish companies in this research. Particularly, companies used to focus more in 

reduce their costs by moving production abroad and by choosing places where the labor 

wages and production cost are much lower than the local country. However, the study 

shows as well that companies may choose other factors that they consider more im-

portant than reducing their costs. For instance, qualified personnel or talented people 

could be the motivators to move abroad. 

Moreover, it was found that companies considered necessarily every driver as a factor 

and that their importance varies depending on the activity to be offshored. For instance, 

companies are motivated to offshore because of lower wages (driver) but they cannot 

directly choose the country with the lowest wage rate, but instead, in overall with other 

factors, companies can choose a place which can fulfil the requirements of the com-

pany. 

Theoretical factors were supported by the empirical, however, gaps were found in this 

area that could be studied deeper in a near future. Case companies considered some 

factors more important than others. For instance, two of the main factors were lower 

labor wage and production cost. However, companies believed in the importance of 

these factors but they considered some other factors that were not included in literature 

review (as communication difficulties and supplier reliability). 

Finally, the study provided valuable insight on real elements considered by Swedish 

companies when offshoring and which contributed with findings that compare and un-

derstand the relation between theoretical and empirical factors. The study results could 

be used as basis for further investigations, especially the gaps in theoretical review. 

Companies should make a deeper study before moving abroad, opting for the relevant 

factors to consider. Stating that they didn’t  do that is wrong as well, at the time when 

they selected their choices, they surely opted for the most important for them in their 

actual circumstances. However, this study shows that some companies are not consid-

ering some important factors that other companies do. The root of this absence is un-

known and can be studied in a deeper research. Researchers should focus more in the 

roots of problems. One specific problem companies are reshoring the activity before 

offshored is the unexpected circumstance (t.e. government turmoil). But why this hap-

pened? It may be possible that companies didn’t considered this factor as important and 

as consequence they have to move back/ abroad. This unexpected factor could have 

been considered in the offshoring strategy, but soma companies didn’t use it. All com-

panies have their priorities and design their strategies regarding those parameters. How-

ever, researchers in this study consider that it should exist a basis template including 
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crucial factor companies should consider before offshoring. Not all the companies have 

access or are hiring offshoring-specialists.  

Swedish companies are limited to certain number of factors, most oriented to reduce 

their costs by looking for places with lower production and labor costs. However, Swe-

dish companies are underestimating other factors which could affect the future of such. 

As a future research, this paper could be continued by analysing how companies bal-

ance the value of each factor in order to make the decision of offshoring. Another pos-

sible research could be the factors that reshoring-companies considered when they off-

shored the segregated activity.
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Appendices  

Appendix A List of questions used for interviews 

QUESTIONNAIRE TO THE RESEARCH OF OFFSHORING 

 

1. Could you describe a bit how the company started moving production abroad? 

 

2. Why did the company decided to move outside of Sweden? if you weren’t part 

of the decision, you can describe a bit of the advantages of being abroad. 

 

3. What kind of products are been manufactured abroad? Or what type of ser-

vices are been moved abroad?  (furniture’s, tools, pharmaceutical, etc.) 

 

4. What aspect did the company consider when moving abroad? (aspects: those 

elements that the company needed to analyse before moving outside. For in-

stance: legislations, geographical location, labour cost, transport, cultural ap-

proach, language).  

 

Did you consider this aspects before deciding to offshore your facility? And 

why? 

 

 

Aspect YES NO Comments 

Geographical location    

Cost of production    

Cost of material    

Labor cost    

Transport cost    

Delivery time to cus-

tomers 

   

Lead time    

Cultural differences    
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Language    

Taxes    

Quality of products    

Local regulations    

Work competence    

Supplier reliability    

Political changes    

Communication diffi-

culties 

   

 

 

 

5. Did you recognize some factors after moving your facility which you hadn't 

thought about before moving? Some problems? 

 

6. What were the drivers considered when moving outside the country? (drivers: 

those elements that the company wanted to take advantage of. For instance: 

low labour wages, expansion, human talent or expertise, reach other markets). 

 

7. Did you face some problems with having the facility abroad? (any kind of sit-

uation you believe is not efficient) 

 

8. How is the communication between your facility in Sweden and the facility 

abroad? is the communication fluent or hard?(language; via mail or video 

calls, by phone ) 

 


