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Sammanfattning 
Förflyttning av fabriksarbeten till låglöneländer har varit en vanligt förekommande diskussion den 
senaste tiden. Idag kan vi se denna trend utvecklas ytterligare till förflyttning av affärsprocesser. En 
av dessa processer som varit omdiskuterad på senare tid är Forskning och Utveckling, FoU. Trots 
att FoU bland annat innefattar kunskap och kompetens och det faktum att Sverige är känt för att 
vara ett land med hög kompetens och framgångsrika högteknologiska företag tycks en stor oro 
kring risken för utflyttning av högkvalitativa arbeten till låglöneländer förekomma.  

Genom en kvalitativ studie med en reflexiv metodologi kombinerad med en abduktiv metod har 
frågan vad FoU-trenden innebär och vilka, från svenska företags perspektiv gällande kompetens 
och kunskap, hot och möjligheter som finns i denna trend besvarats. 

Från de tre olika synvinklarna; respondenter arbetandes utanför företag, respondenter arbetandes i 
företag och respondenter arbetandes nära företag, samlade vi information om det aktuella ämnet 
och fann sex områden från vilka användbar information kunde användas för att besvara studiens 
syfte; offshore-trenden, internationalisering av FoU, kostnad kontra kvalitet, kompetens/kunskap, 
nätverk samt möjligheter respektive hot. 

Det finns ingen säkerställd information kring internationaliseringens proportioner men en tendens 
till förflyttning av företag kan fortfarande urskiljas. Detta leder dock även till ett ökat antal 
utlandsägda företag i Sverige, vilket kan resultera i en bredare och djupare kunskapsbas i landet. 
Svårigheterna att förflytta kunskap tycks vara ett problem och i takt med att låglöneländernas 
kompetens ökar kan det vara aktuellt att flytta delar av FoU-enheter. Det är därför av stor vikt att 
vara flexibel och föränderlig för att ha möjligheten att förbli konkurrenskraftig på den globala 
marknaden. Vidare spelar nätverk en viktig roll vad gäller global konkurrens eftersom dessa kan 
leda till ökade kunskaper och möjligheter. 

Jakten på minskade kostnader och ökad kompetens kommer förmodligen alltid vara ett faktum. Det 
viktigaste under dagens globala förändringar och nya verklighet är dock att inte tolka 
förändringarna som hot utan som möjligheter. 
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Abstract 
The relocation of manufacturing professions in favour of low-wage countries have been a frequent 
discussion lately. Today we see the trend develop even further, towards relocation of business 
processes. One of these business processes that have been up for discussion in recent times is Re-
search and Development, R&D.  Although R&D is among others built on knowledge and compe-
tence and Sweden are known for being a country with high competence and successful high tech-
nology companies, a huge worry appears to exist about the risk of loosing highly qualified positions 
to low-wage countries. 

By a qualitative study with a reflexive methodology way of thinking combined with an abductive 
method, we have answered the question what the R&D offshore trend signifies and what, from a 
Swedish companies’ perspective, considering competence and knowledge, threats and opportunities 
there are in this trend.  

From the three different viewpoints; respondents working outside companies, respondents working 
inside companies, and respondents working close to companies we gained information about the 
subject in matter and distinguished six areas from were useful information could be gathered in or-
der to fulfil the purpose of the study; the offshore trend, R&D internationalization, cost versus 
quality, competence/knowledge, networks, and opportunities and threats. 

There is no ensured knowledge of the internationalization proportions but there is still a tendency 
to relocation of companies. However, this also lead to an increased number of foreign owned com-
panies in Sweden, which may result in a wider and deeper knowledge base in the country. The diffi-
culties in transferring knowledge seem to be an issue and while low-wage countries’ competence in-
creases there might be in question to relocate part of R&D units. It is therefore of huge importance 
to stay flexible and responsiveness to be able to stay competitive at the global market. Further net-
works play an important role when competing globally since these may contribute to increased 
knowledge and better opportunities. 

The chase towards decreased costs and increased competence will always be a fact. However, the 
most important during today’s international changes and the new reality is to not interpret the 
changes as threats but as opportunities. 
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 Introduction 

1 Introduction 
As of late there are copious discussions about the internationalization, effects such as offshoring 
can be recognized at all levels in our society. The government, universities, the media, and the gen-
eral public appear to have different opinions and present different viewpoints about this subject in 
matter. As we have seen manufacturing professions get lost in favour of low-wage countries, Swe-
den and companies within, seem complex about this problem and do not know how to respond. 
Today we see this transfer trend develop even further. It is no longer just unqualified jobs and 
smaller plants that are moved or transferred by companies. The trend is changing towards business 
processes, for instance the white-collar professions in Sweden moving to countries such as India, 
China or Russia. One of these business processes that have been up for discussion in recent times 
is Research and Development, R&D. Recently, the number of companies relocating their R&D de-
partments has increased (Roos, 2004). Sweden has the highest R&D intensity in the world and the 
two dominating Swedish companies are Ericsson and Astra Zenica. Today Ericsson has 600 em-
ployees in China and count on soon increasing this number to 1000 (Sigurdson, 2004). 

Carl-Harald Andersson head of Tieto Enator Telecom R&D, advocates that even if he was to em-
ploy 100 people in Sweden this year, the continuing expansion in the future will be abroad (Ahl-
bom, 2005). He explains that an engineer in Czech Republic or Russia costs 25 – 30% of a wage of 
what an engineer with the same competence in Sweden does. 

In the United States this offshore debate is perhaps discussed more so than in Sweden. During elec-
tion campaign last year the employment problem was a dominate question (Swedish Embassy, 
2004). The United States has, as Sweden, recognized the trend of relocation of IT services and 
some research and development professions. Less jobs than expected have been created during the 
recovery of the economy, which has raised voices even further in the debate. Some individuals 
judge, for instance one of George W Bush counselors, that the relocation of business units in the 
long run only is positive for the economy. He claims that if companies decrease their IT and re-
search costs they will be able to focus on their productivity growth, which will result in increased 
employment opportunities in their home country. Wallström (2004) would probably agree since he 
believes that this trend of moving the production abroad should not be considered as a threat. By 
decreasing the costs companies will raise productivity and be more competitive in the end. If com-
panies choose not to move production abroad they will contribute to a weaker economy and an in-
creased unemployment (Baily & Farrel, 2004).  

According to Ritter and Sternfels (2004) it is seldom profitable to move the production since the 
logistics take time and could be risky. They emphasize the fact that Toyota Motor is still making 
Corollas in Silicon Valley and explain this by the advantages of sending goods a shorter way in 24 
hours instead of shipping them huge distances across logistical and political boundaries in 25 days. 
However, they further claim that the company must be efficient enough to be able to produce its 
goods at those expenses. 

1.1 Problem discussion and Purpose 
In Ny Teknik it is state that Gothenburg has been ranked as Sweden’s number one region for high 
technology growth (Mellgren & Dahlqvist, 2005). They claim that it is due to the big international 
companies that mainly contribute to this. The old labour city transforms the abandoned shipyards 
to make space for research and high technology. This was probably the reason to why Volvo chose 
to keep their plant in Gothenburg five years ago. Because of the university, Chalmers, suppliers, 
and consultancies in the city they considered it more advantageous to keep their production and re-
search in Sweden. 

Growth and development are urged of alteration. Today competition is becoming increasingly 
global and knowledge-based. To stay competitive companies must be able to manage these issues 
and the continuing alteration. Also, knowledge and competence should be further important within 

 1



 Introduction 

R&D since R&D is among others built on these two factors (Eliasson & Eliasson, 2005). Further-
more, a huge worry appears to exist about the risk of loosing highly qualified positions to low-wage 
countries although Sweden are known for being a country with high competence and successful 
high technology companies. Is the fear justified or is the problem overrated? Is this offshore trend a 
threat or, as some may state, does it gives Swedish companies opportunities? What is the trend to-
wards? Is the trend to transfer low qualified positions abroad and keep the highly qualified in our 
home country or are we loosing all types of work? How is the importance of knowledge and com-
petence related to R&D decisions, and how can companies take advantage of the situation in order 
to stay competitive?   

These questions conclude with following purpose: 

to examine what the R&D offshore trend signifies and to explore, from a Swedish companies’ perspective, considering 
competence and knowledge, threats and opportunities in this trend. 
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2 Literature Review 
A literature review was created to gain a deeper understanding within the areas we consider as im-
portant to fulfil the purpose. To get further understanding of R&D offshoring we first present an 
introduction of the concept of Offshoring; what it is, what effects it has, and how the development 
will appear in the future. The following section will discuss the internationalization of R&D and 
knowledge and competence within this area. 

The offshore debate brings up several questions but is mainly discussing competences and access to 
knowledge. Thondavadi and Albert (2004) among others advocate that one of the main reasons 
why offshoring is increased focus on core operations. Competence is closely related to knowledge 
which Prahalad and Hamel (1990) among other prominent authors claim. Prahalad and Hamel 
(1990) states that core competence can be described as the learning of the organization and how to 
coordinate knowledge and integrate streams of technologies. Therefore we will discuss the resource 
based approach, since this approach emerged because of the globalization and to understand how 
to sustain competitive advantage we chose to investigate this further. Further we will describe dif-
ferent types of knowledge and the construction and transfer of it.  

Finally, to understand the noticeable relationship between the theories and to point out the repeat-
edly discussed theories, a literature review conclusion will be presented. This conclusion will sum-
marize the important theories and make it easier to go on to the next step. 

2.1 Offshoring 
The discussions about offshoring as were described in the introduction are abundant. Thondavadi 
and Albert (2004) mention two types of offshoring; offshore insourcing and offshore outsourcing. 
Offshore insourcing is when the company decides to let the process stay within the company. This 
might be preferable if the process they want to offshore are large and the organization wants to re-
tain functions and keep the control within the company. Offshore outsourcing on the other hand is 
when the company let a third-party be in charge of the process and should be used when the or-
ganization has smaller functions to offshore. 

According to Thondavadi and Albert (2004) offshoring is nothing but a crossborder re-allocation 
of labour. The authors claim that people forget one of the basic economy theories when it comes to 
offshoring; labour assets are best used when the work tasks are divided among different workers to 
enable specialization. Baily and Farrel (2004) are also discussing this misunderstanding of offshor-
ing. They claim that the debate should discuss how organizations can take advantage of the benefits 
of global trade instead of discussing trade and globalization. Trade will benefit the country, the 
economy, and the firms and will help companies to invest in new technologies and be profitable in 
the future too.   

The reasons why using offshoring are, according to Thondavadi and Albert (2004), cost reduction, 
increased focus on core operations, improvements in process quality, access to a deep talent pool, 
more rapid processes and product development, and product and process innovation. They also 
claim that even if the function is considered as a core function it can be offshored. When the firm 
get access to highly educated talents and at a lower cost, there are reasonable to offshore the core 
function. 

There is however several aspects to consider except wage costs and qualified workers, for firms that 
choose to offshore part of their organization. Benn and Pearcy (2002) mention time zone differ-
ences, languages, political stability, government support, and cultural fit. 

McKinsey, one of the leading global management consultancies, claims that the trend of offshore 
outsourcing has just begun. For U.S. manufacturers the biggest wave of offshoring is yet to come 
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(Balasubramanian & Padhi, 2005). They claim that almost 50% of U.S. manufacturers will be off-
shored to twelve different low-wage countries1. This will result in high pressure among some indus-
tries and firms will be forced to move plants abroad. Reasons why offshoring will increase so dras-
tically, Balasubramanian and Padhi (2005) explain by three factors. (1) Supplier bases are meeting 
the growing demand. (2) The growth in emerging economies will stimulate the manufacturing ca-
pacity in the world. (3) Regulations; in the U.S. pharmaceutical industry for instance patents worth 
$20 billion expire each year and Indian drug firms will continue to reengineer their manufacturing 
processes to bring products to market faster and cheaper than before. 

2.1.1 Internationalization of Research & Development 
The internationalization of R&D has increased significantly the past 20 years (Brockhoff, 1998; 
Gerybadze, 1999). During the 1980s the investment in R&D increased further and R&D became 
recognized at a higher competence level in foreign locations.  During the 1990s the United State 
and European countries were the two big centres of R&D and according to Gerybadze (1999) 
Asian countries have strengthened their position but are less important. More recent researchs 
however show that the internationalization towards Asian countries has increased during the past 
six years.  

The internationalization trend of R&D has been discussed. For instance Hamel and Prahalad and 
Patel and Pavitt in Gerybadze (1999) mean that successful organizations with core technologies and 
high differentiation from competitors and with products with great potential often have their R&D 
close to their home market and their headquarters. However, Gerybadze’s (1999) investigation 
shows that differentiated organizations are still considering following this internationalization trend. 
Organizations from countries with strong research and market base in their home countries tend to 
continue this trend. Companies from regions with less developed research are more willing to in-
ternationalize. The authors mention for instance Sweden as a country with a declared aim of trans-
ferring core technologies abroad.  

Previous studies, demonstrate that companies are more concerned about intangible knowledge and 
value related factors than quantitative and cost related aspects when relocating their R&D (Gery-
badze, 1999). Multinational corporations strive for locating R&D in dynamic and forward-driving 
markets. These corporations want to learn in the leading markets and adapt their products to cus-
tomer requests. R&D also seems to be located close to efficient suppliers and advanced manufac-
turing. To get close to unique resources and talents and leading research results are also considered 
important. Porter and Stern (2002) also point out that companies must use the strengths of their lo-
cal environment, such as industry associations, universities, and sophisticated local customers. Fur-
thermore, Porter and Stern (2002) claim that companies have to establish themselves in countries 
where the innovation environment is favourable. For R&D it is further important to establish one 
home base for each product or unit, as several locations may create problems such as decreased in-
novations.  

Knowledge about efficient learning and transferring of this knowledge globally will be necessity to-
day and in the future. Gerybadze (1999) declares that corporations and public institutions must 
support knowledge transfers between the home country and the foreign market. He also believes 
that the companies close to leading markets and with products with potential will be the one with 
unique technologies and strong R&D’s. 

                                                 
1 We consider low-wage countries a custom expression and do not focus on specific countries. Therefore we will not further explain or 

discuss the expression.  
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2.1.2 Competence and knowledge within R&D 
Coombs (1996) argues that the decentralization of R&D can lead to business units making deci-
sions that may not be an advantage for or in fact damage the firm’s core competence. He claims 
that R&D management can make use of Prahalad and Hamel’s core competence paradigm. The 
technological knowledge and organizational capabilities can be combined into a firm via a unique 
set of core competencies. According to the author R&D is the development of the technological 
capabilities upon which core competencies are based. Although the R&D function is not the site of 
the company’s core competencies, it acts to invest in them and use their outcomes. He claims that 
long-term R&D project decisions should be based on whether knowledge and skills will contribute 
to the firm’s core competence. Clarke and Pitt (1996) also discuss the relationship between compe-
tencies and R&D. Any major R&D project should be aimed at developing technologies and in the 
long run contribute to the firm’s competencies. 

Firms do not only hold R&D to improve its products and technologies, R&D also help companies 
to keep up with the technological advance by other firms and to be able to use this knowledge in-
ternally (Leiponen, 2000). This statement simply explains that external and internal knowledge are 
complementary in the firm’s activities. 

Firms do not create all knowledge internally, but they still however require internal knowledge and a 
capacity to absorb knowledge from the surroundings. Even if the firm choose to contract R&D, a 
high level of internal competence will increase the innovation. For instance shows Leiponen’s 
(2000) investigation that outsourced R&D is associated with internal competence, high export ori-
entation, and science-intensity in the environment. Additionally, organizations with higher research 
competencies tend most often to use R&D outsourcing, since it is easier to adapt external technical 
activities if the organization has the skills to do so.  

On the other hand Peri (2003) claims, knowledge often is developed and learned geographically 
close. Only 15% of the average knowledge is learned outside the region of origin and only 9% out-
side the country of origin. He also claims that some knowledge flows farther but that the knowl-
edge flows reduce 20% when crossing a country. 

Peri (2003) describes the distinction between knowledge flows and R&D spillovers. Knowledge 
flows are the first step and take place when knowledge is transferred from one institution to an-
other. These flows are a process of learning and are created on accessible or borrowed knowledge. 
R&D spillovers, or R&D externalities, only exist if the firms’ process of learning has a positive im-
pact on productivity. Therefore, there can be a lack of R&D spillovers due to a lack of knowledge 
flows. 

2.2 Competence 
One of the main concerns for organizations is to know how to contain competitive advantage. As 
we stated earlier competence and core competence are two well debated concepts within this area. 
Hamel and Prahalad (1994) explains competence as, a collection of knowledge and not only one 
specific knowledge or technology. Robertson (1996) claims that firms might ignore superior com-
petences in order to gain better outcome from the use of all competences. However there are barri-
ers that hinder the companies to take advantage of their competences. These barriers, which are 
called transaction costs, are caused by informational problems and can make it difficult for firms to 
enter into meaningful contracts, they may increase governance costs, or involve barriers to effi-
ciency in areas such as transportation and distribution. During changes within the organization 
problems may occur. For instance innovation may result in higher transaction costs due to the in-
creased uncertainty and since it makes existing knowledge less relevant. The opposite may occur 
since innovation could lead to an increased opportunity for learning. Contracting parties learn more 
about each other’s behaviour and develop arrangements that decrease the transaction costs. 
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Robertson (1996) also mentions superior and inferior competences. He claims that firms should 
give the inferior competences attention in order to be able to take advantage of the superior com-
petences. Organizations should however be aware of the problems that may occur when they have 
access to secondary competences. These may be seen as highly competitive in the short term but 
what can happen in the future? For instance, a firm that are located within a region with highly 
skilled and low cost workers could be very competitive at first. However, when other firms have 
found and invested in the same area the labour price is increasing and the first firm’s advantages are 
automatically decrease.  

2.2.1 Core Competence 
Prahalad and Hamel (1990) discuss the importance of core product and core competence. In the 
short term competitiveness is about low costs of the product. Costs and qualities give continued 
competition, but to gain the competitive advantage in the long term the firm must have the ability 
to build. Companies get this ability if they know how to turn technology and production skills into 
competencies that assist the organization adapt to changing opportunities. “The real sources of advan-
tage are to be found in management’s ability to consolidate corporate wide technologies and production skills into com-
petencies that empower individual businesses to adapt quickly to changing opportunities.” (Prahalad & Hamel, 
1990, p. 329). 

Core competence can also be described as the learning of the organization and how to coordinate 
knowledge and integrate streams of technologies (Prahalad & Hamel, 1990). Robertson (1996) 
claims that firms should look at all types of necessary competences, and not only their core compe-
tence, when choosing their strategy. He advocates that the core competence does not itself assure 
that the firm can deliver outputs at a lower price than competitors can. The firm also have to 
choose ways of combining all the necessary competences. 

Further Prahalad and Hamel (1990) claim that the core competence is communication, involve-
ment, and commitment. This involves all people at all levels and all functions and knowledge is the 
engine of the organization that is especially needed during business developments. 

2.2.2 The Resource based approach 
The need for organizations to change has increased in present times lately due to the unstable 
economy and accelerated technology (Nonaka & Takeuchi, 1995). Organizations must always be 
prepared for surrounding circumstances. The resource based approach emerged, during the 1990s, 
to help companies compete in the globalizing environment. This approach enhances the under-
standing of how to sustain competitive advantage by viewing competencies, capabilities, skills, and 
strategic assets (Nonaka & Takeuchi, 1995; Pringle & Kroll, 1997).  

Resources can be tangible or intangible and can be divided into three categories; physical, human, 
and organizational resources (Pringle & Kroll, 1997). Human and organizational resources are also 
called knowledge based resources. To be a key resource and a competitive advantage Pringle and 
Kroll (1997) identify four criterion that are central to the resource based approach; the resources 
need to be 1) valuable, which the authors explains as a contribute to effectiveness and efficiency, 2) 
rare, 3) nonsubstitutable, and 4) inimitable. 

The most direct way to reach a sustained competitive advantage is through intangible knowledge-
based resources that competitors cannot imitate or find substitutes to. Imitation for competitors is 
difficult to achieve, since there are more often than one key-resource within the organization. Im-
portant resources are usually built from training and experience which develop innovative strate-
gies. This will make the imitation process even more difficult for competitors. 

If an organization does not have any key resources the best way is an environmental change 
(Pringle & Kroll, 1998). This may contribute to the competitor’s resources become less valuable. 
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According to Teece, Pisano, and Shuen (1994) the resource based view strategy is seldom enough 
to reach a competitive advantage. They claim that the real winners in the global market are firms 
that are timely responsiveness, rapid and flexible towards innovations but also have the capability to 
coordinate internal and external competences. 

Teece et al. (1994) additional claim that competitive advantage stems from dynamic capabilities 
where dynamic refers to a shifting environment and capabilities refer to an ability to adapt, integrate 
and re-configure internal and external skills, resources and functional competences. 

Furthermore, the authors claim that “soft” assets cannot be bought; organizations must build them. 
This refers to Prahalad and Hamel’s (1990) statement above; the competitive advantage must be 
reached through the ability to build.  

As Stalk, Evans, and Shulman in Nonaka & Takeuchi (1995) states; in an environment where com-
petitors move quickly among products and markets “the essence of strategy is not the structure of a com-
pany’s products and markets but the dynamics of its behavior”. (Nonaka & Takeuchi, 1995, p. 46).  

By transforming the key business process into strategic capabilities, broader skills can lead to com-
petitive success (Stalk, Evans & Shulman in Nonaka & Takeuchi, 1995). They mention Honda as an 
example. Honda explained their success as a result of their ability to train and support its dealer 
network with procedures and policies for different departments as selling and service management. 

2.3 Knowledge  
In the past 20 years knowledge, amongst ideas and technology, has become increasingly important 
to businesses (Ceric, 2003). The author explains this by the development of information and com-
munications technology, which made it possible to store, distribute and access information in a dif-
ferent way than before, this then led to further knowledge intensity. The increased speed of scien-
tific and technological knowledge and the increased globalization were also reasons why knowledge 
became more important than ever. Nonaka and Takeuchi (1995) follow this statement and believed 
that in an unstable environment one of the most important way to stay competitive is through 
knowledge. Bryan (2004) also believes in the importance of knowledge and advocates that knowl-
edge is the key economic resource and a dominant source of competitive advantage. Ambrecht et 
al. (2001) agree and claim that knowledge cannot be managed but the flow can be stimulated and 
channelled.  

Bryan (2004) emphasizes the difficulty in utilizing knowledge. In a large organization with up to one 
thousand employees with different specialities, perhaps in different countries it can be complicated 
to take advantage of the knowledge. However, if the organization knows how to take care of their 
resource they have the opportunity to succeed. 

2.3.1 Explicit and tacit knowledge 
There are different aspects of knowledge assets; both from the organization’s inputs and outputs. 
To be able to stay competitive and be innovative the recognition of knowledge assets is important 
(Ceric, 2003; O’Hagan & Green, 2002).  

Explicit and tacit knowledge are two of the most common forms of knowledge (Ceric, 2003; 
O’Hagan & Green, 2002). Knowledge that can be accessed the formal way, for instance by reading 
from books or journals, is known as explicit, while tacit knowledge is “soft” knowledge that is often 
difficult to communicate or transform to explicit knowledge. Tacit knowledge appears as skills or 
competencies and is often learnt through face-to-face or gained by training or experience. 

Several authors mention the importance of tacit knowledge. This kind of knowledge cannot be imi-
tated or transferred as easy as explicit knowledge. However, explicit knowledge may be a competi-
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tive advantage in the short term, while tacit knowledge is the core of the organization and more 
competitive in the long term (O’Hagan & Green, 2002; Prahalad & Hamel, 1990). 

Although tacit knowledge has been discussed a great deal in the past it appears that organizations 
however do not seem to integrate there awareness of this specific knowledge. As Ceric (2003) ex-
plains how knowledge and tacit knowledge may be used: “The value of knowledge is not known until it is 
purchased and used, while for tacit knowledge the value of knowledge is often not known until it is gone.” (Ceric, 
2003, p. 21). 

Nonaka, Sasaki, and Ahmed (2003) discuss the advantages of combining explicit and tacit knowl-
edge. Referring to an investigation made with a multinational healthcare company it was stated that 
high-performing employees rely on learning-by-doing and develop skills through personal experi-
ences, while the average employee support learning-by-manual. By allowing these two groups of 
employees integrate and share their experiences, the company succeeded in transferring the tacit 
knowledge to explicit and incorporate this into activities. This in turn made the employees a more 
valuable asset. It was observed that regular employees started to create new knowledge also. The 
project succeeded to convert individual experience and knowledge into organizational knowledge. 
In other words; it is not enough to just manage knowledge, to create knowledge through the fusion 
of tacit and explicit knowledge is more important (Nonaka et al., 2003). Bryan (2004) also advocates 
that managing knowledge is not the true challenge of knowledge success, rather to create and ex-
change it. 

With this transferring of tacit knowledge to explicit knowledge there may be disadvantages. Explicit 
knowledge is easier to imitate and transfer, while tacit knowledge is more difficult to reproduce and 
transport to competitors (O’Hagan & Green, 2002).  

Finally, to be able to manage this dynamic environment of tacit and explicit knowledge, Nonaka, 
Reinmoeller, and Senoo (2000) point out that knowledge management needs IT to facilitate each 
conversion process and manage the dynamic flow of knowledge. 

2.3.2 External and Internal Knowledge 
One of the most important strategic decisions that firms have to confront is to decide if they 
should make or buy their inputs (Robertson, 1996). 

Hillebrand and Biemans (2004) examined the relationship between internal and external coopera-
tion. It showed that low internal cooperation and high external cooperation often results in misun-
derstandings, project delays, higher costs, and lower quality. However, there were situations when 
this combination could be effective. The coordination appeared to be more effective with low in-
ternal cooperation and high external cooperation when the project was split into several independ-
ent parts, and then when the firm outsourced non-core capabilities. Also it was found beneficial 
when the cooperation did not require learning from the partners or when only a few highly quali-
fied individuals were involved.  

Hillebrand and Biemans (2004) also found that external cooperation may stimulate internal coop-
eration. For instance, if firms want to learn from their external contacts this can then stimulate the 
internal learning and lead to success. However, to learn from outside it is important to have a well 
established internal cooperation. 

Chen and Lin (2004) examined the best conditions a firm should choose to develop either internal 
or external knowledge. They claim that leading firms have to build knowledge as their own com-
petitive advantage because of the environmental changes and competitors’ imitation. Further their 
investigation shows that firms choose internal knowledge development in environments where the  
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munificence2 and the dynamism3 are low. Companies with a higher munificence and dynamism are 
often choosing an external knowledge development. With these findings the authors try to explain 
the importance of selecting different knowledge sourcing in different environmental conditions. 

When the knowledge is more specific to the firms they choose an internal approach and outside 
knowledge development for general knowledge. In other words; firms have to create important 
knowledge in house and less important knowledge outside. Chen and Lin (2004) also bring up the 
core competence and can see a correlation between this and unique knowledge. Even if the build-
ing of the knowledge could be risky and have high costs the firm should create their unique knowl-
edge in house in order to use this as a source of competitive advantage. 

Another interesting fact the authors present is the development of knowledge in house is more 
common within organizations with a positive organizational climate. Outside knowledge is fa-
voured by companies with no clear intention and where the employees lack required skills and ca-
pabilities. 

Finally, Chen and Lin (2004) claim that the developed knowledge should match the firms experi-
ence and capabilities. Organizations have to evaluate their own skills and opportunities in order to 
find the best way of developing knowledge.  

2.3.3 Knowledge creation 
Knowledge creation theory is not only discussing the importance of collecting, gathering and de-
veloping knowledge, but also points out the importance of creating new knowledge about and with 
customers (Krogh, Nonaka & Nishiguchi, 2000). To be able to bring the customers into the knowl-
edge creation process is an important way of reaching successful innovations. Further to this, 
Krogh et al. (2000) claims that tacit knowledge of customers is the source to new products and ser-
vices.  

Important for the knowledge creation process is its acceleration (Ambrecht et al., 2001). A com-
pany gets more value and growth, the faster knowledge is created. Also, if the process is more ef-
fective, the cost of innovation decreases. 

Finally, Ambrecht et al. (2001) mention culture, infrastructure and technology as three important 
aspects affecting the knowledge flow and must be considered carefully.  

2.3.4 Transfer of Knowledge  
Organizations are repositories of knowledge and the ability to access knowledge and to integrate it 
effectively is a source of a competitive advantage (Tsai, 2001). The author mentions networks as an 
important role in shaping business outcomes. Units in an organization can learn from each other 
and take advantage of knowledge created in other units. Trough knowledge transfer units can 
achieve new knowledge from mutual learning and unit cooperation.  

Traditionally, the competitive advantage has been developed within the firm’s headquarter. Furu 
(2000a) states that observations show some subsidiaries may be of more importance than others, in 
the development of the corporation. Those subsidiaries that have specialized competencies and are 
useful for the whole organization are called centre of excellence, CoE. Furu (2000a) further states 
that the business environment has a huge impact on the subsidiary’s competence and its role within 
the organization. He also claims that the capability to establish business relationships with a local 
counterpart is essential to the development of competence. 

                                                 
2 The availability of critical resources to firms from the environment 

3 Rate of unpredictable environmental change 
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However, to transfer knowledge can be difficult. Even if a unit can gain useful knowledge from an-
other unit this opportunity may be difficult to achieve. The unit may for instance not have the nec-
essary capacity to absorb and apply the knowledge from other units. Tsai’s (2001) investigation 
shows that units’ possibility to access external knowledge and their internal learning capacity are 
critical to their ability to take advantage of the organization’s knowledge. Units that have a more 
central position in the network are more likely to be innovative and access knowledge from other 
units. Unit’s internal learning capacity will affect this ability too. High absorptive capacity will in-
crease the chances to successfully apply new knowledge and produce more innovative and better 
business performance. Organizations’ learning may develop through knowledge transfer among the 
organizations’ units (Tsai, 2001). 

Pred in O’Hagan and Green (2002) argues that a region, where knowledge in a certain industry ex-
ists, it is likely to grow. This knowledge brings in more actors and therefore more knowledge. New 
people in the region give the region new ideas which lead to innovation and new products. Other 
researchers claim that social interactions between individuals will affect the transfer of knowledge 
(O’Hagan & Green, 2002). When people share a similar culture and social environment they are 
more likely to share knowledge. It is possible to transfer explicit knowledge long distances around 
the world but tacit knowledge requires several individual exchanges, which also require the indi-
viduals to be able to communicate. However, communication will be more difficult when the 
sender and the receiver are from different regions. O’Hagan and Green (2002) argue that it there-
fore is important that dynamic regions get feedback. R&D is an area where feedback is rare because 
of the difficulty to learn from the past.  

Even if location matters when knowledge is transferred, there is nothing that says that organiza-
tions have to stay in their home region. Firms have the possibility to join networks or cooperate in 
other ways. Pouder and St. John in O’Hagan and Green (2002) are mentioning that even if an or-
ganization is highly competitive in a region this may last only a shorter time. Over time the innova-
tion will decrease and the firm limits its competition to only its own region instead of the entire 
global industry. 

It is important to mention also findings of Furu (2000b). He distinguished that it does not have to 
be large and important countries that are best suited for units’ competence transfer. Smaller coun-
tries such as Sweden are as good as large countries. The main issue for organizations in relocating is 
to find competitive industries regardless of the country of residence. 

O’Hagan and Green (2002) have developed a continuum that explains that kind of knowledge that 
is best suited for different kinds of location choices. 

Tacit Explicit 
knowledge 

Explicit Tacit 
knowledge 

Extreme Explicit 
knowledge 

 
Extreme Tacit
knowledge 
 
Figure 2.1 Explicit/Tacit continuum (O'Hagan & Green, 2002, p. 104). 

Extreme tacit knowledge transfer will demand local relationships as this kind of knowledge must be 
transferred face-to-face. In the case of tacit explicit knowledge, this knowledge is a less localized 
form of tacit knowledge transfer but a face-to-face relationship is necessary to build up trust. The 
region is important in the beginning when bonds are formed, however, will be less necessary later. 
Corporate strategy uses this kind of knowledge transfer. Trust can be built up between directors 
during board meetings which only take place periodically. Distance classes at a higher education 
level are a kind of explicit tacit knowledge. The students must be self dependent but will need to 
meet the teacher, who clears any uncertainty. Extreme explicit knowledge can be transferred around 
the world with no middleperson. Due to the expansion of technology, today this kind of knowledge 
transfer is rapidly increasing. 
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2.4 Literature Review Conclusion 
During our literature research we found issues that were repeatedly discussed by several authors. 
These being, the building of competence, the willingness to stay close to their network and to be 
close to leading markets, the difficulties in transferring knowledge, and the importance of flexibility.  

The importance of competence and knowledge and the ability to build upon this within a company 
appears to be a major concern for the authors. They claimed that companies without this ability will 
not be able to stay competitive. Earlier studies also clearly indicate that low costs of the product is a 
way of remaining competitive in the short term, while the ability to build competence obtains the 
competitive advantage in the long term.  

In the introduction we mentioned the fact that high qualified professions seem to follow the off-
shoring trend. Most statements from previous literature mention that organizations from countries 
with a strong research and market base in their home country tend to continue this trend (Gery-
badze, 1999). This same author brings up that successful companies with core technologies and 
high potential products often choose to keep their R&D close to their home market. 

We also see a common connection with Porter and Stern’s (2002) statement that companies must 
use the strengths of their local environment, such as sophisticated local customers, and Krogh et 
al.’s (2000) thoughts on the importance of bringing customers into the knowledge creation process 
in order to reach successful innovations. However, we also see statements such as, companies with 
unique technologies and strong R&D’s probably will be the companies that are close to the leading 
markets in the future. We are therefore faced with the question of importance, is it more beneficial 
to be close to the company’s network or the closeness to the growing and leading markets. 

Different theories appear to agree about the importance of knowledge and competence especially 
for the development of R&D units. Authors mention problems with companies’ internationaliza-
tion. Peri (2003) discusses the loss of knowledge when crossing regions and countries. O’Hagan 
and Green (2002) point out the difficulties in transferring knowledge when people do not share 
similar cultures and social environments. Tacit knowledge is not easily transferred from one region 
to another. As Nonaka et al. (2000) claim, IT has got an even more important role because of the 
globalization. However it seems that the geographical, cultural, and language barriers in fact do mat-
ter and have potential to cause conflict and even larger problems.   

During our literature research we also have discovered the importance of flexibility. Teece et al. 
(1994) discuss the competitive advantage and how it stems from dynamic capabilities and the real 
winner therefore must be able handle shifting environments and be timely, responsive and flexible. 
Studies within offshoring also point out this by explaining that the offshoring debate should discuss 
how organizations can take advantage of the benefits of global trade instead of discussing trade and 
globalization (Baily & Farrel, 2004). 
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3 Research Design 
According Holme and Solvang (1997) the methodology should be used as a helping tool in the 
process of solving a problem and achieving new knowledge in the consideration to fulfil the re-
search purpose. To choose a method that suite the specific research subject requires a good under-
standing in the philosophical foundation (Merriam, 1998). 

3.1 Scientific approach 
There are copious different methods that may be adopted when performing a research. Depending 
on what the researchers want to investigate and how the purpose and the research questions are 
formulated, the methodology can vary (Holme & Solvang, 1997).  

There are two different methods within the social science of gathering data; quantitative and quali-
tative methods (Bell, 1993). The quantitative method of gathering data is mostly used when the re-
searcher is trying to find a relationship between different variables, and the method is for instance 
useful when presenting patterns for a large population. According to Holme and Solvang (1997) the 
qualitative method is a way to receive a deeper understanding into the problem and to describe the 
entirety of the consistency in which the problem has occurred. A qualitative measure has a lower 
degree of formalization and emphasizes the understanding of the complex interrelationship (Holme 
& Solvang, 1997; Stake, 1995). Compared to the quantitative method, the qualitative measure pro-
duces more detailed information about a much smaller number of people and cases, and increases 
the understandings about the case at the same time it decreases the possibility of generalizing (Pat-
ton, 1990). According to Silverman (2001) the purpose of the qualitative method is rather to under-
stand the respondent’s motives and reasoning and not to generate truths for a larger population. 

Since the purpose in our study is to create a deeper understanding within the offshore phenomena, 
we considered the qualitative method to be best suited. There are numerous different techniques a 
researcher can choose when performing a qualitative research. Based upon our purpose we chose 
that our qualitative research would be characterized by the explorative, hermeneutic and abductive 
techniques. To gain a better understanding within our problem area, we adopted a specific work 
process; Alvesson and Sköldberg’s (2000) reflexive methodology. The reflexive methodology is 
characterized by the hermeneutic, and will be further described in chapter 3.2.  

The explorative technique is useful when there is a lack of knowledge and the researcher is required 
to have as much knowledge within the problem area as possible (Patel & Davidsson, 2003). Since 
explorative research often aims to generate knowledge that can underlie further studies, they can of-
ten illuminate a problem area in a comprehensive view. When gathering background information 
within our problem area we found abundant information and copious discussions about the off-
shoring issue. However, information about R&D offshoring was quite the opposite as there was in-
significant information within this area, and therefore the explorative technique is most suited for 
us. 

One central problem in performing research work is how to relate the theory to reality (Patel & 
Davidsson, 2003). One way of doing so is to either use the deductive or the inductive conception. 
The deductive conception is characterized by already existing theories which compares to the col-
lected empirical material (Merriam, 1998; Patel & Davidsson, 1994). An inductive research on the 
other hand is characterized of abstractions, concepts, hypotheses, and theories (Merriam, 1998). In 
Merriam (1998) Goetz and LeCompte give their view of the two different conceptions, “in contrast to 
deductive researchers who hope to find data to match a theory, inductive researchers hope to find a theory that explains 
their data” (Merriam, 1998, p. 73). Neither of these methods did suit our research, why another re-
search method was used; abductive method, which according to Wallén (1996) can be adopted. The 
abductive strategy is a combination of the inductive and deductive strategy, and it was appropriated 
to utilize within our study as it is characterized by its attempt to find the underlying reason within 
an observation.  
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3.2 Reflexive methodology 
There is no ensured knowledge of the proportions of R&D offshoring and the purpose of our re-
search is not to find the single truth for this. By interpreting our interviewees’ opinions we hope for 
an understanding to the offshore phenomena and its threats and opportunities for Swedish compa-
nies. Since we do not consider us able to find an objective truth following section will discuss the 
hermeneutic approach which suits our qualitative method. 

The reflexive methodology illustrates a way of performing research in an open-minded manner, 
creative interaction between theoretical frameworks and empirical research (Alvesson & Sköldberg, 
2000). Furthermore the authors describe the reflexive approach as: 

“Reflectivity4 is thus above all a question of recognizing fully the notoriously ambivalent rela-
tion of a researcher’s text to the realities studied. Reflection means interpreting one’s own in-
terpretations, looking at one’s own perspective from other perspectives, and turning a self-
critical eye onto one’s own authority as interpreter and author.” (Alvesson & Sköldberg, 
2000, p. vii).  

In view of the fact that the offshore trend within R&D is a relatively unexplored area and that ma-
jority of our research will be based upon interviews, we believe Alvesson and Sköldberg’s (2000) 
methodology appropriate for our research and for the knowledge we want to build. Knowledge is 
complex and there are no shortcuts to true knowledge (Alvesson & Sköldberg, 2000). During the 
path that in the end results in this gaining of true knowledge, we have to be attentive to various as-
pects. We have divided this path into two different parts or more correct two circles. We will fur-
ther describe these two steps, and in the end put them together to a model that outlines the basis of 
our thinking and underlies our thesis. 

The hermeneutics originates from the interpretation of the bible. The hermeneutics has been char-
acterized from the beginning that: “the meaning of a part can only be understood if it is related to the whole” 
(Alvesson & Sköldberg, 2000, p. 53). Alvesson and Sköldberg (2000) illustrate this by an example; 
the only way of understanding a biblical text is to relate it to the whole Bible. It can also be viewed 
in another way, that the Bible consists of different parts and it can only be understood if we under-
stand the different parts. This underlies the first circle; the part can only be understood from the 
whole, and the whole only from the parts (see figure 3.1). 

 

Whole

Part
 

Figure 3.1 The hermeneutic circle: step one (Alvesson & Sköldberg, 2000, p. 53). 

 

                                                 
4Alvesson and Sköldberg (2000) use both the words reflexive and reflective to describe the same aspect. 
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The next step to true knowledge is to look deeper into the relationship between preunderstanding 
and understanding. Alvesson and Sköldberg, 2000 state that:  

“Understanding is a basic way of existing for every human being, since we must continually 
keep orienting ourselves in our situation simply in order to stay alive. It is this basic under-
standing that it is necessary to begin to explore: the understanding/exploration of cultural and 
natural science is the most its secondary derivatives.” (Alvesson & Sköldberg, 2000, p. 
56).   

Understanding is one of the most important phases in a research, since most of the research is 
based upon understanding the problem. The process of understanding is more important than the 
result or there are cases where the process even becomes its own result. The preunderstanding and 
the understanding influence each other in a mutual way and no one of them can be left alone. The 
authors further state that if it is about understanding, the preunderstanding must come into the pic-
ture as well. “For instance, in the shape of problem direction or selection – before any set of criteria, and will leave 
its imprint on them: thus any such general objective set is impossible to establish.” (Alvesson & Sköldberg, 2000, 
p. 59).  

The reflexive approach is a very wide and complex approach, we focus on the theories that are 
relevant to this research and will contribute to the end result that will generate true knowledge. The 
circle in figure 3.2 shows our choice of methodology.  

 

Whole

 

Figure 3.2 The hermeneutic circle: step two. 

3.3 Literature Study 
To gain a deeper understanding in offshoring and competence we examined literature from two 
varying perspectives; offshoring and competence/knowledge. We used both secondary and primary 
literature. Secondary literature is data that concerns a topic without being the original research, 
while primary data is research that is described by the author that performed the research (Hart-
man, 2004). Even if the secondary literature is useful as a basis to gain information about primary 
literature, it should not be seen as a substitute. Further Hartman (2004) states that the secondary lit-
erature does not contain enough detail about the research and is often biased because it is almost 
impossible to be objective whilst summarizing written material. The advantages of using secondary 
data are that it gives the researcher a good understanding about the problem, also giving the re-
searcher a broader view which conclusions can be drawn upon (Ghauri, Gronhaug, & Kristians-
lund, 1995). Curwin and Slater (2002) describe secondary and primary data as that the secondary 
data providing a good overall picture of the problem, while the primary data provides more detail 
and particularly attitudes and opinions. Because of the lack of objectivity when summarizing secon-
dary data we tried to conduct a discussion in our literature review in order to get different opinions 
from different sources of the subject in matter. Since books and articles written about offshoring 
mainly are produced by governed sources such as consultant agencies we tried to avoid these unde-
pendable sources as much as possible and focus on earlier studies within similar subjects.  

Part

UnderstandingPreunderstanding
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3.4 Interviews 
When using a qualitative research method it is suitable to use personal interviews to collect infor-
mation (Holme & Solvang, 1997; Patel & Davidsson, 1994).  When using the term personal inter-
views it is intended the interviewer sitting face to face with the respondent. This gives a better op-
portunity to estimate how the respondents react and how to establish an interview situation where 
the respondent feels comfortable (Patton, 1990).  

There are two important issues to consider when performing personal interviews (Patel & Davids-
son, 1994). First, the researcher must decide how much responsibility the interviewer should have, 
concerning the design and sequence of the questions. This is called the degree of standardization. 
With low standardization the interviewer can reformulate and change the sequence of the questions 
during the interview. With high standardization the interviewer may ask the same questions in the 
same order. The second issue to consider regarding personal interviews is how much responsibility 
the respondent should have and in which extent the respondent is free to interpret the questions 
depending of attitude and prior experience. Patel and Davidsson (1994) identify this as the degree 
of structure. With low structure respondents have more freedom to express oneself, whilst high 
structure questions are often formulated in a way that the respondent must answer yes or no. These 
are known as closed questions. Open-ended questions are those whereby a respondent has as much 
freedom to answer what he or she feels necessary to do so. 

The combination of a qualitative method and a personal interview demands a low degree of struc-
ture and low standardization of the interview (Holme & Solvang, 1997; Kvale, 1997; Patel & 
Davidsson, 1994). When the respondent is aware of topics within the interview it is then possible to 
use a half-structured interview (Kvale, 1997). Therefore the interviewer designs an interview guide 
with the concerning topics, and supported by this interview guide the interview turns out to be 
more a discussion with the respondent. The respondent has freedom to analyze and answer the 
questions, and the interviewer is able to test prior ideas. At the same time he or she is able to de-
velop new ideas that can be tested during the interview (Kvale, 1997). We considered a half-
structured interview to be best suited for our research, since we had adequate knowledge within this 
area and knew the topics to discuss and focus on. Also, throughout the interviews we strived for an 
open-minded discussion between the interviewer and the respondent in addition to create a friendly 
environment and furthermore we did not want to control the respondents’ answers and discus-
sions.  

3.5 Selection and our choices 
Our intention from the beginning was to carry out a deeper case study in one company. We how-
ever realized companies’ discomfort in sharing their strategic plans and decisions within R&D. 
Therefore to be able to fulfil our purpose we sought after a deeper understanding from different 
viewpoints. We chose three different viewpoints; respondents working outside companies, respon-
dents working inside companies, and respondents working close to companies. The different view-
points we obtained from ITPS (the Swedish Institute for Growth Policy Studies), Sulan AB and 
Bulten AB, and a representative from Näringslivsavdelningen5 in Jönköping. In the following sec-
tion we will describe how we performed this in a certain way.  

Throughout the research we worked on the basis from the theories of the reflexive methodology. 
By implementing this way of thinking combined with the abductive method, we worked with the 
theories in a “back and forward matter” to gain an understanding and knowledge within the prob-
lem area.  

In order to be able to see the whole picture of R&D offshoring and also to draw conclusions, the 
research began with preunderstanding. In order to develop a literature review, we used secondary 
data such as the library searching engines to obtain articles and research journals. To gain an even 

                                                 
5 Works to promote development of businesses in the region and international cooperation (Stadskontoret, 2005). 
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broader viewpoint of our problem area and to gain further understanding from respondents work-
ing outside companies we participated in ITPS’s seminar “Searching for growth – theme interna-
tionalization” in Stockholm. ITPS is a government agency and in brief their purpose is to:  

“Provide a superior knowledge base for a forward looking growth policy. Growth policy is de-
fined as any policy designed to increase wealth in the country by creating better opportunities 
for individuals to improve their skills and know-how and for business to grow.” (ITPS, 
2005). 

At the seminar, Swedish lecturer discussed among other things the consequences of the interna-
tionalization of the businesses, and if it should be seen as it is undermining the Swedish companies 
or if it has vast opportunities. Lecturers that spoke at the seminar were: 

- Gunnar Eliasson, professor in industrial development at KTH6, Stockholm  

- Hans Lööf, professor at KTH, institution of Industrial Economy and Organisation,  
Stockholm 

- Ann-Christine Strandell, ITPS, Stockholm 

Our participation in the seminar and the given materials (articles and research papers) from ITPS 
gave us primary data and a further understanding within our problem area. Also it backed up and 
pointed out some already known theories along with these provided new understandings.  

We wanted to expand our understanding within the R&D offshoring with respondents working in-
side companies. With help from Värnamo Näringsliv AB7 we found two companies suitable for our 
study. As one of the companies wished to remain anonymous, it was decided then to keep the other 
company anonymous. Therefore the two companies we interviewed are referred to as Sulan AB and 
Bulten AB throughout the research.  

- Sulan AB operates within a research driven industry and do not have their own production. 
Instead they outsource all production and focus on R&D and assembling in Sweden. Re-
cently they have been acquired by a large foreign company, however making almost all the 
decisions them self. We interviewed the CEO8 and the R&D manager.  

- Bulten AB also operates within the same research driven industry and have some produc-
tion offshore. Most of their production is however outsourced and they focus on R&D 
and assembling in Sweden. It is owned by a foreign company, and is more governed by its 
owner than Sulan AB. They are in the start up phase of offshoring part of their R&D, for 
one product line of their business, to China. We interviewed the global R&D manager.  

Based upon the earlier described preunderstanding, we designed an interview guide that served as a 
helping tool throughout all of our interviews (see Appendix A). In view of the fact that we wanted 
to explore the problem area, we intended to initiate a dialogue with the respondent and as stated 
above we chose a half-structured interview to do so. A dictaphone was used during the interviews 
at the same time taking notes. The interview was performed this way to give us the ability to be able 
to listen and analysing the interview again. Also to gain as much information that was given.  

The final step on our path to the understanding and knowledge within the R&D offshoring was to 
interview a respondent that is working close to companies with these questions in matter. We inter-
viewed a representative from Näringslivsavdelningen in Jönköping that is working closely to com-
panies and assisting them in other developing questions.  

 
                                                 
6 The Royal Institute of Technology in Stockholm 

7 Works for and mainly owned by companies in the urban district. Works for better relations between companies and for a better region 
to run businesses in (Värnamo näringsliv, 2005). 

8 Chief Executive Officer  
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The representative was: 

- Fredrik Göransson, Näringslivsavdelningen, Jönköping. 

As described above, we used the reflexive methodology way of thinking combined with the abduc-
tive method all the way through our thesis. The figure below illustrates our working process (see 
figure 3.3). 

Preunderstanding

ITPS seminar 

Analyse/Reflect

Interview Sulan AB 

 
Figure 3.3 The working process. 

As figure 3.3 illustrates, there were a large emphasize on the analysing and reflection against the ex-
isting theories and frame of reference. This working process we believe increases the trustworthi-
ness of the research.  

3.6 Trustworthiness 
According to Miles and Huberman (1994) it is not possible to specify the criteria for good quality 
work during a study. Furthermore they claim that it is impossible to get it right but the aim should 
still be to try to not let it go wrong. To achieve trustworthiness it is necessary to have a high degree 
of validity and reliability, and the higher validity and reliability the higher trustworthiness (DePoy & 
Gitlin, 1999). 

Validity refers to the relationship between the reader and the chosen research method. According 
to Miles and Huberman (1994) a study’s validity is its truth value; if the findings of the study make 
sense and if the findings are realistic to the respondents and to the readers. Further the validity’s 
underlying issue is if the study’s conclusions have any larger import and if they can be used in other 
context.  

High reliability can be achieved when the study demonstrate the same results, if the study is done at 
several occasions (Silverman, 2001). In this study, where this is not possible it is important that the 
method clearly indicates the process and that the reader can understand how the result have been 
achieved. According to Silverman (2001), interview studies can be improved by doing face-to-face 
interviews and using a tape-recorder and print the interviews. In advance we also sent the purpose 
and the research questions of the study. Silverman (2001) claims that to accomplish higher reliabil-
ity the interviewer should send the interview guide with the main question to the respondents in 
advance.  

In order to achieve as high trustworthiness as possible we put in a great effort to the preunder-
standing phase of the research, which was done to gain a broader understanding and make sure that 
all interesting aspects of the R&D offshoring were covered. The ITPS seminar played a very impor-
tant part for us since the lecturer highlighted the most important issues and we gained a good un-
derstanding within the area. Furthermore, we believe that our working process that is illustrated by 

Analyse/Reflect

Interview Bulten AB 

Analyse/Reflect

Interview Näringslivsavdelningen

Final analysis
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figure 3.3 contributed to a higher trustworthiness since it related the theories with the empirical 
findings throughout the whole research. 

Miles and Huberman (1994) also discuss objectivity, as important aspect for the study’s trustwor-
thiness. The researcher’s objectivity is about his/hers neutrality and reasonable freedom from bi-
ases. 

3.7 Methodology critique 
The opinion of how to put a research into practice in order to fulfil the purpose may vary depend-
ing upon who you ask. Our research is no exception, and the presented research design we believe 
is most appropriate for us focus toward the purpose of the research.   

The chosen subject is highly affected by laws, tariffs, and other political decisions. We repeatedly 
faced political issues and questions during the study and our purpose was to not bring this into the 
investigation. We are however aware of the impossibility to overlook political aspects why some 
discussions are more or less influenced by political issues. This may have affected the result.  

During the research the expression low-wage countries were frequently used. Our purpose was to 
focus on Swedish companies’ perspective and not which countries most suitable to be located in. 
Therefore an explanation of low-wage countries never was done, neither for the reader or the re-
spondent.  

When using primary and secondary data there is always a risk that the result obtained may be mis-
leading, due to the authors interpretations and own conclusions. We were aware of this and had 
that in mind when concluding our own opinions and understanding of the problem in matter 
throughout the whole research.  

We interviewed respondents from two companies. To some people this may seem to be few com-
panies to draw a conclusion upon. The reason why we interviewed two companies is manly based 
upon the fact that it was very difficult to find companies that wanted to take part in the research. 
Furthermore, we had two companies within a relatively specialised industry, and we believed that 
the information we acquired during the two interviews were enough to underlie our conclusions. 
The outcome of the research is therefore related to the specific research driven industry we investi-
gated, and can not be generalized for all industries.  

According to Silverman (2001) the trustworthiness increases if the interviewer sends the interview 
guide with the main question to the respondents in advance. We chose a similar approach when we 
send our purpose and research questions to the respondents. The fact that the respondents in ad-
vance received our purpose and research questions we believe made them more prepared and got 
them time to think about the offshoring issue. However, if we had chosen to leave this out and in-
stead focused on preparing the respondents with questions about competence and knowledge 
within the firms we might have got different answers and particularly had not got political discus-
sions which are interesting but not important for the purpose of the study.  

We are also aware of the fact that there might be insignificant quality within the study, due to the 
differences of numbers of interviews. As the study was not a case study and the fact that we re-
ceived similar answers from both respondents from Sulan AB we however do not consider the 
quality deterioration because of numbers of interviews to be notable. Also, the respondent we in-
terviewed in Bulten AB stated that they have a very close cooperation with the company manage-
ment team, and that they probably would have the same opinion. This related to the fact that the 
respondent represented the R&D management team and the CEO at company had very similar 
opinions, we believe we had enough information and understanding to draw conclusions.  

When using a half-structured interview the interviewers have to be focused on questions that are 
relevant for the research, so the interview does not end up with discussing issues that do not con-
tribute to the research topic. By having the interview guide we had good control, and if we noticed 
that the respondent’s answers began float away we were able to get the respondent back on track 
again.   
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4 The Offshore trend 
From the empirical study we gained information in order to fulfil our purpose. During the gather-
ing of data we distinguished six subjects areas that continuous came up and were useful to our 
study. Each of the six following sections presents data from the ITPS seminar, Sulan AB, Bulten 
AB, and Göransson.  

4.1 Offshoring 
To be close to their market companies today usually use their domestic market when producing (H. 
Lööf, presentation, 2005-04-13). However, this is changing. Increasingly, companies choose to re-
organize their business but there is no ensured knowledge of the internationalisation’s proportions 
yet (A.C. Strandell, presentation, 2005-04-13). 

Compared to production, sales and marketing firms are more restrained with their R&D (ITPS, 
2004a). Even if we may see a change, MNC9s are still keeping their main R&D in their home coun-
tries. This may be explained by the fact that companies are integrated in different innovation sys-
tems in their home countries. They have closer relationships with suppliers, universities, and con-
sultants and may be part of formal and informal networks. Also, technology and knowledge can be 
difficult to transfer long distances. 

Sulan AB explains offshoring as the key to the company’s success and adds that companies, no 
matter what they think of offshoring, have to follow the rules, and offshoring is the only option for 
many companies today.  

“To manage a company can be compared to practice sport, in the fact that you have to follow 
the appointed rules. If the soccer rules appoint that it is acceptable to tackle, you can not sup-
pose to win the game without tackle due to you do not like it. If you ask me the question if I 
enjoy outsourcing, the answer would be completely different. As with sports we have to follow 
the rules, and we make use of outsourcing in the aspect of making the company as beneficial as 
possible without breaking the rules.“ (Sulan AB, personal communication, 2005-04-
22). 

Further they point out the importance of not outsourcing all of their business. By allowing the end 
assembly stay in Sweden, Sulan AB will keep their knowledge about the product. Many ideas come 
up thanks to the production in Sweden. They do not own their own production this they claim to 
be one reason as to why they can be flexible. As you can never predict the future flexibility is im-
portant. As flexibility is very beneficial for companies, it may be overwhelming for companies that 
own their production since they may be unable to have this advantageous aspect.  

Bulten AB contains production in low-wage countries however, the majority is outsourced. They do 
not plan to increase their offshoring although they are planning to expand product development 
offshore. When developing products that will be produced in Asia it is preferable to be located 
close to the production. Since Bulten AB is part of a larger group they acquire assistance to find 
suppliers in China. The group has already opened sales offices and has found technicians. In the 
not to distant future they count on opening their development unit, and they will use local talents, 
beginning with four employees and increase to approximately 8-10 in the future. 

 

                                                 
9 Multinational Corporation 
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Further they agree with Sulan AB that owning your own product can be devastating in today’s in-
ternational environment and mean that this is the weakness of the spirit of Gnosjö10. 

4.2 Internationalization of R&D  
Sweden’s large R&D investments during the last decades have resulted in a bigger amount of the 
world’s technology being placed in Sweden. This is important for Sweden’s opportunities of being 
able to absorb and exploit global knowledge. Even if MNCs have higher R&D intensity in Sweden 
than domestic businesses have, ITPS (2004b) considers this to be helpful for Swedish firms. High 
R&D intensity in a country results in high R&D intensity among domestic businesses. 

Lööf’s (2005) research shows that Swedish companies have moved 50% of their R&D investments 
abroad and 40% of Sweden’s R&D investments are owned by foreign companies. Lööf (2005) be-
lieves that the growing internationalisation of R&D has contributed to increased knowledge spill-
overs in Swedish businesses and therefore a higher productivity growth. As long as R&D is impor-
tant and part of a firms’ core competence, firms will prioritise research in Swedish foundations. 
However, the question Lööf (2005) cannot answer is what kind of R&D is relocated to foreign 
countries. Is it the fundamental part of R&D or is it low qualified R&D that Sweden looses? 

In general, companies who offshore activities receive more focus than companies that move their 
activities back into Sweden, although there are instances of companies that bring their activities 
back into Sweden (Eliasson & Eliasson, 2005).  

Sulan AB believes it is the production that governs the development but does not consider it to be 
cost related. An engineer wage is rather high in other countries. Being close to your production 
seems to be the main reason and advantage for relocating. However, Sulan AB is saying that this re-
location risk does not necessary mean a risk for the companies in Sweden. To have your headquar-
ter in Sweden does not prevent having all production and development abroad.  

Both companies consider it important to be close to their market. However Sulan AB considers it 
extra important to locate the development close to the market and to have adequate knowledge of 
it. It was pointed out that their R&D employees for instance travel more than their sales people. 

It was said that the closeness to suppliers is important but not as important as closeness to the 
market. Essentially, the service is much better in Asia than in Sweden, and the employees are more 
focused in doing a good job which may include overtime. They believe that even if there is a tre-
mendous motivation power they do not have our innovation skills. Frequently, Sulan AB points out 
the innovation potential in Sweden and claims that it is not always the production that is important. 
To work with innovative products could be advantageous in many ways they claim and mention 
IKEA and H&M as examples as companies in where production is a small part of the business. 

Although, Asia has a big driving force, Sulan AB points out the new EU-countries as regions with 
big potential to establish units in. They are close, have the similar culture, and still have low-wages. 
Also, despite that tariffs and other political barriers may be a common issue in Asia, the European 
countries located in EU are protected by EU.  

Bulten AB also claims that it is the production that governs the development, and it is difficult to 
locate production and R&D apart from each other. Even if Bulten AB will establish a development 
unit in China they do not believe in relocating the whole development department, due to the fact 

                                                 
10 The Swedish National Encyclopaedia depicts the Spirit of Gnosjö as: 

The spirit of Gnosjö is the name for the spirit of enterprising that prevails in the municipality of Gnosjö in Småland, and the neighbouring municipalities of 
Gnosjö. In this region, self-employment is a way of life that dominates the community. This implies that the local authorities, banks, and trade unions conform 
their way of working to the way the enterprises work. The district has, for Sweden, a unique industry and a low level of unemployment. The relationship between 
the companies characterizes of both cooperation, with both customers and suppliers, and competition. This cooperation leads to close networks. 
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that they may loose huge competence. In Sweden they will keep the main part of their R&D and 
advanced technology development. Bulten AB considers the closeness to customers important and 
points out that this relationship will not disappear because of the new establishment. 

Göransson gives examples of companies that choose to have their production in China and keep 
their R&D in Sweden, and claims that this choice does not have to involve problems, especially not 
when the company is market driven. If you establish good processes and an active quality work be-
fore establishing the production abroad, the relocating will run smoother. By locate a prototype 
workshop close to the R&D, the important production issues may not be overlooked. It is more 
important to be close to the market than to the production. To be able to separate development 
and production organizations also have to keep in mind the importance of keeping production 
skills in the development team. To separate R&D and production is about knowledge of working in 
projects and do big preparatory.  

Göransson has the same opinion as Sulan AB when discussing Asia’s advance. He claims that even 
if countries in Eastern Europe are possibilities they can not be compared to Asia, which is the most 
advantageous market in the world right now. Volvo and Ericsson are not located there due to the 
best competence or lowest costs, rather they see Asia as a huge potential market. 

4.3 Cost and quality 
Strandell (presentation, 2005-04-13) states that a company’s motive to relocate part of their busi-
ness is market, cost, or competence related. According to Eliasson and Eliasson (2005) research fo-
cused companies are more focused on gaining access to local competence to develop attractive 
products rather than decreased costs. 

Sulan AB considers firms today thinking short term rather than long term goals. Companies in 
Sweden and especially in U.S. are very quarterly driven. As long as the capital will be viewed in 
short term the firms will follow, however they do not consider themselves be too quarterly forced. 

Further Sulan AB believes that several firms today only focus on costs and not the entirety. At first 
sight it may seem to be easy to produce in China when the cost calculations confirm economic 
profits. There are however several aspects to take into consideration when offshoring, for instance 
quality and logistic matters. A company usually have to work several years in the country to be able 
to find suppliers that fulfil the firm’s demand.   

“It takes many years and a lot of effort to find the right supplier that is able to deliver with 
the same quality as in Sweden.” (Sulan AB, personal communication, 2005-04-22).  

Sulan AB does not consider the quality, when offshoring, to be dissimilar to products produced in 
Sweden. Sometimes the quality may be better than products from Swedish suppliers. They explain 
this by the fact that low-wage countries not necessarily produce products with higher quality, but 
they can afford a supervisor that can inspect all the products prior to shipping them to Europe.  

Sulan AB does not consider suppliers’ knowledge and ideas of how to improve the production even 
further to be a determining factor when choosing supplier. 

“Suppliers that are characterized of these excellences are very exceptional, both within Sweden 
and foreign countries. We have a few of these suppliers, and are very cautious of having a good 
cooperation with them. Suppliers that having these excellences and that are aware of the im-
portance of the innovation force, have a very interesting future.” (Sulan AB, personal 
communication, 2005-04-22).  

Sulan AB mentions that Swedish companies may loose control when offshoring. If there are quality 
problems, often a company will not notice it before the shipment arrives and in many circum-
stances more or less on the way. Sulan AB also point out the importance of being aware of culture 
differences such as thinking, attitudes and perceptions that may arise.  
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“To ship products from Asia to the market in Europe is based on low transportation costs 
and may be a threat for low-wage countries, however it can be seen as opportunity to Swedish 
companies.” (Sulan AB, personal communication, 2005-05-02).  

Bulten AB agrees with Sulan AB that the pursuit of low costs is a short term way of thinking but 
still believes that it is possible to attain both decreased costs and high competence. 

Further they believe that the reason why offshoring is mainly in matter of costs, but also add speed 
and time issues as factors that might affect offshoring decisions. Swedish companies have some-
times acquired problems in maintaining speed compared to Chinese companies.  

Bulten AB does not have the experience as Sulan AB when dealing with Chinese companies; there-
fore they state that problems may arise when performing business transactions. If problems occur 
within a cross-culture business communication it often takes longer to solve problems due to the 
culture differences.  

Göransson mentions the differences between different businesses. The companies that are most 
vulnerable towards cost competitions are companies’ further back in the value chain. 

4.4 Competence/Knowledge 
Today, Sweden is an attractive country for companies who are focused on advanced production 
(Eliasson & Eliasson, 2005). This is because Sweden can offer many companies unique product 
competence, the access of well educated engineers and scientific educated labour to a lower cost 
than other industrial countries, and the broad range of specialised suppliers. However, in the end it 
is not the engineers’ low wages that represent the most important competitive advantage, rather the 
unique competences that really matter for companies. The local competitive advantage is rare and it 
is very difficult for companies in other countries to imitate or create the local competitive advantage 
over a short period of time.  

According to AstraZeneca and Ericsson the key factors as to why companies choose to concentrate 
their R&D in Sweden are; sophisticated customers, unique local competences, strong traditions of 
research, and a good access to competent labour (Eliasson & Eliasson, 2005). AstraZeneca and 
Ericsson are more research focused than manufacturing focused. The significant aspect of these 
specific companies is the access of local competence to develop attractive products, these being 
more important than the costs.  

Sulan AB mentions the increased competence in low-wage countries. One reason why they choose 
offshoring is due to the technology advance in Asia and as a result they are very technology driven 
and have the latest technology available. If a company wants to be close to new technology they 
should be located in Asia. Furthermore, Sulan AB points out that this course is dependent on 
which business you are in.  

Sulan AB’s strategy is to cooperate with the most competent co operators, who so far been located 
in Sweden. If other countries increase their competence, Sulan AB might have to rethink their loca-
tion. In that case, Sulan AB would probably use their own consultancies and consultancies in that 
specific country to find suitable suppliers and competent employees. Further Sulan AB claims that 
when they choose business partners abroad they always try to find companies with high technology 
and this way get the chance to get competence back in return. 

Bulten AB considers the competence in China to be relatively high. However they claim that China 
do not have the same experience as Swedish companies. The competence within R&D is not better 
than in Sweden why Bulten AB’s strategy is not about relocate their main technology development 
but to relocate part of their development close to the production. They also believe that they will 
receive knowledge back to Sweden thanks to the R&D location in Asia.  
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Further Bulten AB does not think they will loose competence due to the new R&D unit in China. 
The unit will not be a complement to the unit in Sweden, since they also plan to increase their de-
velopment in Sweden, whilst in Sweden they will mainly work with the high technology products 
and the next generation products. 

The decision makers within a company, majority of the time do not perform the underlying re-
search to gain an outcome, they merely gain the results from the subordinates therefore they do not 
contain the overall picture of the scenario, and some important facts and questions may be over-
looked.     

Göransson is astonished by the competence within production, development, and design in low-
wage countries, especially in China. He also points out that the Chinese government put a lot of re-
sources into firms in China that in term will assists the Chinese companies even further.  

“Have to say that it is easier said than done to not be worried when visiting the low-wage 
countries. It is hard to believe how talented the people are within producing, product develop-
ing, design, etc., and in matter of fact, the level of knowledge increasing tremendous among the 
people.” (F. Göransson, personal communication, 2005-05-03).     

Göransson is aware of the problem that companies may have lack of competence within the off-
shore issue. Too often the decisions are made at management level; often the effect of the reloca-
tion has not been investigated by the decision makers.  

“I believe the situation where the company management takes decisions of relocate or offshore 
part of the company, without doing a proper analyzes or identifying important problems is 
more common than we think.” (F. Göransson, personal communication, 2005-05-
03). 

4.5 Networks 
According to Lööf, firms often have a close relationship with their subsidiaries that often have nec-
essary competence and knowledge, and keeping up the high knowledge level within the organiza-
tions (H. Lööf, presentation, 2005-04-13). Lööf also states that Swedish MNCs cooperate im-
mensely with different innovative systems. For instance you may see better results because of the 
firm’s relationship with a nearby university.  

Sulan AB decided early to use networks, not because either literature or research advised to do so, 
but rather a mechanism to survive. Sulan AB’s connection to universities seems to be varying. They 
work with some universities in Sweden but state that the relationship could be improved, some-
thing both the industries and universities must improve. 

Sulan AB is also mention the advantages networks may result in. 

“In this region they consider low-wage countries as a threat. During seminars and business 
meeting I have participated, some state that we together need to help each other in order to 
meet the low costs in China. However, it would be better if we together try to, for instance, find 
a supplier in China that can produce important tools. We then have the opportunity to con-
tinue the production in Sweden.” (Sulan AB, personal communication, 2005-04-22). 

Hiring well educated persons and understanding the importance in the connection between univer-
sities and industries is at present a major focus for Bulten AB. Göransson also claims that one way 
of keeping the companies within Sweden is the closeness to universities. Furthermore, the impor-
tance to be part of networks and engage in ideas not only with organizations within the same busi-
ness but also with other businesses is stated by Göransson. 
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4.6 Opportunities and Threats 
Since Sweden is an attractive country for advanced production and has a strong tradition of gener-
ating innovations, R&D, and highly educated labour the offshore trend is not a major problem for 
Sweden at the moment, according to Eliasson (presentation, 2005-04-13). Instead the companies 
and politicians should emphasize the competitive advantage that makes Sweden an attractive coun-
try for advanced production and the factors that influence companies to invest in Sweden. Eliasson 
and Eliasson (2005) claim that it is almost impossible for Swedish companies to compete with the 
simple volume based manufacturing and low costs, for example countries as India and China. In-
stead the Swedish based companies should build their competitive advantage on the ability to 
choose, develop, and to a certain degree manufacture “right products”. That is to say to have the 
ability and knowledge to manufacture the customers’ special wishes of complex and technological 
advanced products. 

According to Eliasson (presentation, 2005-04-13) the most devastating threat to Sweden and its 
companies is that there is a chance that we might overlook the global development. He states that 
too many companies and politicians become blinded by the questions that arise over the vacant 
jobs that move to companies in foreign countries. Strandell (presentation, 2005-04-13) also states 
that we must not forget to not only discuss the positive and negative effects of reorganization; 
companies have to know how to do it and we all need to know how to take advantage of compa-
nies that transfer their business to Sweden. 

Sulan AB stated the benefits for offshoring part of their business is due to the low costs and the in-
creased competence and therefore a high quality in low-wage countries. By producing components 
in China and assemble and sell the product in Sweden they have a greater chance to survive. The 
big threat is to not follow the development and consider the offshore trend as a threat. Further Su-
lan AB believes that a lot of companies will not survive in the future; due to being too late realized 
what they have to do. Further they once again point out the advantages of not owning your prod-
ucts.  

“Companies supplying the whole chain will manage the future very well, but the company that 
produce the screw will probably be in a dangerous situation.” (Sulan AB, personal com-
munication, 2005-04-22). 

The other threat Sulan AB brings up is the risk of giving low-wage countries too much knowledge 
that in the end will oust the Swedish companies. However, as long as companies try to be a step 
ahead, work close to the customer, stay innovative, keep their special competence within the com-
pany, and only use low-wage countries for mass production the offshore trend is not a risk, it is an 
opportunity. 

There is always a risk of being imitated Sulan AB claims. It seems that they do not consider this risk 
being of great importance, and the importance of being close to the market and customers seems to 
be prioritized. Sulan AB even says that if your product is imitated that may even be good PR since 
everyone often know who produces the original. 

The opportunities for Bulten AB are probably to increase their product line in China. They claim 
that the threat is mainly to spread their competence and at the same time they do not want to give 
too much knowledge to one company alone. The risk of being imitated increases when giving out 
too much information and knowledge to various companies.  

“To teach other companies is the main risk. For sure we consider relocation of the R&D to 
China to be dangerous. We would loose lots of competence.” (Bulten AB, personal com-
munication, 2005-05-02). 

Göransson agrees with Eliasson and Eliasson (2005) that since Sweden has the reputation of having 
competence within some areas it is of great importance to keep this reputation and concentrate on 
these skills. 
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Göransson also believes Swedish companies should maintain their product development in Swe-
den. Companies have the opportunity to produce or buy from low-wage countries and work with 
development, end assembling, wrapping, distribution and marketing in Sweden. This may results in 
that companies are not forced to invest in expensive production equipments and they have the pos-
sibility to change supplier when they change or redesign products. 

“Those companies with active product development are those that also have a better global cus-
tody and different relations with different markets. If one market withdraws the company may 
be able to use the old ideas in a new market.” (F. Göransson, personal communica-
tion, 2005-05-03). 

 25



 Analysis 

5 Analysis 
The purpose of our study was to examine what the R&D offshore trend signifies and explore, from 
a Swedish companies’ perspective, considering competence and knowledge, threats and opportuni-
ties in this trend. Based on our purpose we examined previous research which we presented in our 
literature review. From our literature research, existing theories within the areas of Offshoring, in-
ternationalization of R&D, and competence and knowledge, we created a better understanding of 
the subject in matter. Based on earlier studies and our result we are able to draw our conclusions. 

From our result we distinguished following issues within the areas; the Offshore trend, Internation-
alization of R&D, Cost and Quality, Competence/Knowledge, Networks, and Opportunities and 
Threats: 

5.1 The offshore trend 
In the introduction we discuss the problems in relocation of R&D and the increasing number of 
Swedish companies that choose to move their development to low-wage countries. According to 
ITPS this issue is overrated and even if we see a change companies are still keeping their main 
R&D in their home countries (ITPS, 2004a). Also, all interviewees seemed to agree with the diffi-
culties in transferring units long distances to countries where culture and distances affect technol-
ogy and knowledge. Sulan AB and Bulten AB though do not agree with ITPS thoughts about keep-
ing their R&D in their home country because of networks. Suppliers in China are as reliable as in 
Sweden, and as long as the competence is at the same level there is no point of relocation to China 
purely due to the distance.  

5.2 Internationalization of R&D 
ITPS points out that the internationalization of R&D does not only lead to relocation of Swedish 
companies to low-wage countries, but also generates foreign owned companies’ relocating to Swe-
den. This might generate knowledge in spillovers, which Bulten AB sees as an opportunity when 
working with employees in China. 

R&D’s closeness to production, customers, market, and suppliers were all well discussed during our 
interviews. Both companies consider it important to keep R&D close to the production, but during 
further discussions all agreed the closeness to the market and customer to be the most important 
factor. They also agreed on the difficulties involved with the long distance between Europe and 
Asia and the problems this causes. Sulan AB preferred the low-wage countries in Europe before 
countries in Asia because of the short distance and similarities within the culture. Göransson also 
considered R&D’s closeness to customers far more important and did explain the importance in es-
tablishing the processes before starting the production. This is why distances do not matter for 
market driving companies.  

In our literature review we find similar thoughts. As Krogh et al. (2000) point out; to bring the cus-
tomers into the knowledge creation process it is important to reach successful innovations. Our re-
spondents are also claiming this when they point out the importance of the developed closeness to 
the firm’s customers. Gerybadze’s (1999) state, that successful organizations with core technologies 
often choose to locate their R&D close to their home market, further shows the similarity with our 
interviewees’ strategy. 

It is worth mention the low-wage countries growth. Our study shows that companies are aware of 
the growth in China, and the attractive market that may emerge. McKinsey (2005) mention the 
growth in emerging countries as one factor that will force companies abroad. Sulan AB also men-
tions this and states that companies want to be where the customers are and if the growth and the 
purchasing power are located in China companies will strategically move their units to Asia. 
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5.3 Cost and Quality 
Our interviewees seem to agree with the fact that cost is an important factor when discussing off-
shoring. However the opinion that there are other issues essential to offshore decisions continues. 
Later it will be discussed in depth that competence is one of these main issues. A wide spread as-
sumption is that lower cost automatically lead to lower quality. Sulan AB considers that using right 
supplier this will not happen, while Bulten AB appears not to have the same experiences. On the 
other hand Bulten AB is not as clearly as Sulan AB in this area and state that you require years of 
preparations and well established relationships before doing business with low-wage countries. Su-
lan AB however admits the quality problems that may occur when working with low-wage coun-
tries far from their home country, because of lack of control. 

Further both companies agree on the fact that companies today might work by short term perspec-
tives, due to the decreased costs and higher profits. This is in accordance with Prahalad and 
Hamel’s (1990) statement that short run competitiveness is about low costs while long run competi-
tiveness is about knowing how to turn technologies and skills into competencies that give the com-
pany knowledge in how to adapt to changing opportunities. 

As Thondavadi and Albert (2004) state, all interviewees discuss the fact that companies have to 
look at the whole business process and not only the cost. To only focus on the cost calculations can 
be devastating and result in lack of awareness of transportation costs, political stability etc. Benn 
and Pearcy (2002) also point out the importance in understanding the time demanding establishing 
process. Often several years are needed to create relationships with a new country, culture and sup-
pliers.  

5.4 Competence/Knowledge 
As stated above competence and knowledge are contributing reasons for location discussions, 
which also Gerybadze (1999) believes. As Eliasson and Eliasson (2005) point out, companies may 
look for sophisticated customers, unique local competences, strong traditions of research and a 
good access to competent labour when deciding where to be located. Further they claim that Swe-
den still is able to possess these qualities in order to give companies the competitive advantage. 

Sulan AB discusses the importance of being close to markets, customers, and competences and 
points out that their strategy is to stay in regions with high competences. Bulten AB is certainly es-
tablishing a development unit in China, but only for one product type and is planning to keep their 
high qualified development unit in their home country. Since both companies so far have stayed in 
Sweden, Sweden should be considered to be competent enough to be in charge of high qualified re-
search. 

The competence in drive forcing low-wage countries is increasing and our study shows that Swed-
ish companies are not unfamiliar to relocate their R&D in the future, if another location may offer 
a higher competence and deeper knowledge. According to Thondavadi and Albert (2004) it is rea-
sonable to offshore the function, even if it is considered a core function, if the firm gains access to 
highly educated talents and at lower cost. 

However, in the literature review we found that in an unstable environment, knowledge is a way to 
stay competitive (Nonaka & Takeuchi, 1995). Further Bryan (2004) claims that knowledge is the key 
economic resource and the main source of competitive advantage. Our result shows that organiza-
tions’ are quit restrained when it comes to their R&D. They consider their product development as 
one of their key resources and consider relocation of their R&D to be risky if they give too much 
knowledge away to low-wage countries. Our difficulty to get interviews about this issue gives us 
further reason to believe that they consider their R&D to be their core competence. Therefore we 
assume that even if they see the opportunities in offshoring, Swedish companies will wait until they 
consider Sweden having lack of competence and low-wage countries high competence before they 
take the decision to relocate their main part of their development. 
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It is important to mention the difficulties involved in transferring knowledge and the difference be-
tween tacit and explicit knowledge. The respondents mention the difficulties involved in having the 
units far from other units, and bring up the difficulty some companies may face because of their 
poor preparation prior, to establish themselves in a foreign country. O’Hagan and Green (2002) 
also claim that communication becomes more difficult when the sender and receiver of the infor-
mation are from different regions. The different units may not have the necessary capacity to ab-
sorb and apply the knowledge from other units (Tsai, 2001).  

Further O’Hagan and Green (2002) mention that tacit knowledge cannot be imitated and trans-
ferred as easy as explicit knowledge. We therefore consider it difficult to transfer tacit knowledge 
from one continent to another. Explicit knowledge on the other hand is a competitive advantage 
only in the short term, which we mention above, is the case for decreased costs. We therefore draw 
the conclusion that companies that do not understand the importance of strong preparations be-
fore establishing in other countries do not understand the true meaning with tacit knowledge. As 
cited in the literature review: 

“The value of knowledge is not known until it is purchased and used, while for tacit knowl-
edge the value of knowledge I often not known until it is gone.” (Ceric, 2003, p. 21).  

Our assumptions about a lack of competence within offshoring and the lack of knowledge at deci-
sion makers’ level seemed to be true. All respondents believed this to be a common problem 
among Swedish companies. Bulten AB advocates that the organization might possess necessary 
knowledge but since decisions like these are done at management level some important facts could 
be overlooked. Robertson (1996) states that this kind of barrier can decrease companies’ efficiency 
or can make it difficult to enter into meaningful contracts. Sulan AB on the other hand, which seem 
to be both efficient and with profitable contracts with consultancies, suppliers, and customers, do 
not admit this as a problem within their organization.  

5.5 Networks 
As our study results show, Tsai (2001) and Porter and Stern (2002) point out network affects the 
business outcome. As both Sulan AB and Göransson claim, networks can be useful and organiza-
tions should take advantage of their local environment to get new ideas and together take advantage 
of the international environment and the offshore trend. Sulan AB admits that network was neces-
sary to survive. Since offshoring and internationalization are of current interest to almost all com-
panies today we agree with Göransson; companies must take advantage of their relationships and 
trade associations, both associations for their own business but also within other associations. 
Göransson’s assumptions are supported in O’Hagan’s and Green’s (2002) research when they claim 
that firms have the ability to join networks and co operations in order to cooperate during difficul-
ties such as knowledge transfer. Therefore, even if location matters, organizations have the oppor-
tunity to make the process easier and are not forced to stay in their home region because of lack of 
knowledge or important relations.  

5.6 Opportunities and Threats 
All respondents and Eliasson and Eliasson (2005) discuss the advantages of Sweden as an innova-
tive country suited to locate R&D units which result in good opportunities for Swedish companies. 
We do not consider that relocation to low-wage countries will necessary lead to disadvantages for 
the companies, but it should be favourable to be able to stay in Sweden with familiar culture, net-
works, and suppliers and no long distances and transport costs. Baily and Farrel (2004) mention 
that trades benefit the firm to invest in new technologies and be profitable in the future. Further 
Porter and Stern (2002) claim that companies must establish themselves in countries where the in-
novation environment is favourable. Therefore we believe it is important that organizations are not 
hostile to offshoring. We had the impression that market driven companies which already under-
stand the importance of focusing on R&D are not in a danger zone. Also, as mentioned above, 
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Sweden’s competence and innovation is still a huge opportunity to Swedish companies, which they 
should take advantage of as long as they can.  

The most overwhelming for Swedish companies are probably what Eliasson (personal communica-
tion, 2005-04-13) and Göransson claim; the risk of overlooking the global development. Sulan AB 
also claims that the big threat is to consider it as a threat. In other words the opposite should be an 
opportunity. To see the opportunities and take advantage of the international environment can re-
sult in new ways of reaching competitive advantage.  

As Sulan AB and Göransson mention and what Bulten AB does; to own the products, the tools, 
and the development and use low-wage countries for production, is another opportunity for market 
driven companies. This way the company is able to stay flexible and not be dependent on their 
suppliers. Also they are able to focus on product development and let others do the easy work for 
lower costs. This is supported by Teece et al. (1994) who claim that the real winners at the global 
market is firms that are timely responsiveness and rapid and flexible towards innovations. Further 
Teece et al. (1994) mean that the real winners also have the capability to coordinate internal and ex-
ternal competences. As the result indicates, the two companies, that both use consultancies in order 
to get assistant within some areas, probably have the ability to coordinate internal and external 
competencies.    

All respondents seem to consider the knowledge transfer from Sweden to low-wage countries as a 
risk but only Bulten AB brings up this risk as one of their main threats. Since it, according to 
O’Hagan and Green (2002) and Prahalad and Hamel (1990), is the tacit knowledge that is the core 
of the organization and the knowledge that not easily get imitated and transferred, we also consider 
the knowledge transfer as a threat for Swedish companies if they decide to locate R&D in a low-
wage country far from Sweden. What both Bulten AB and Tsai (2001) claim is that units in an or-
ganization can learn from each other and take advantage of knowledge created in other units. This 
gives us the conclusion that knowledge transfers if relocation can be risky but also give opportuni-
ties in form of knowledge in return. 
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6 Conclusions 
From our result we distinguished interesting facts which we were able to relate to our frame of ref-
erence. Within those areas the study examined, we want to emphasize following observations which 
give answers to the questions of the study; what the R&D offshore trend signifies and, from Swed-
ish companies’ perspective, considering competence and knowledge, what threats and opportunities 
lie. 

In the introduction we brought up the offshoring debate and could determine a trend with increas-
ingly companies who choose to offshore advanced services, for instance their R&D. The study 
shows that this might be overrated, probably because of the fear of loosing vacant jobs to low-wage 
countries. There is no ensured knowledge of the internationalization’s proportions but we may see 
tendency to a relocation of companies. However, not to forget, this also leads to an increased num-
ber of foreign owned companies in Sweden, which in turn create a knowledge spillover effect and a 
wider and perhaps deeper knowledge base within the country. Asia’s competence and knowledge 
are increasing but if the knowledge in Sweden and Europe also increases, Swedish companies might 
not see the competence in Asia as a threat.  

The study shows that as long as the competence level is high in Sweden, the probability that Swed-
ish companies will keep their main part of their R&D in Sweden is rather large. Companies con-
sider this to be the best alternative, mainly because the competence within the country, the impor-
tance of closeness to customers, and the importance of keeping their knowledge within the com-
pany. They also understand the difficulties in transferring competence and know the entire process 
and are not focusing on the cost issues. Since all our respondents brought up examples of other 
companies that have not managed to establish themselves in low-wage countries because of their 
poor preparations we still believe there is a lack of understanding of knowledge transfer within 
companies today. A threat for Swedish companies would therefore be if Asia’s purchasing power 
increases and turn to an important market for Swedish companies, which then have to consider the 
decision to move their business to their new customers. Because of the transfer difficulties it is 
therefore important for companies to be well prepared if the Swedish and European market will 
not be a possibility anymore. However, our research indicates that companies that have succeeded 
thus far in our global world probably will not relocate their core competence without serious con-
sideration and if they take the decisions to move they will probably just take advantage of the situa-
tion and make profit from it. 

To be successful and to be able to stay competitive at the global market we could discern in our lit-
erature review that flexibility and responsiveness towards time issues were important. Our study 
showed proof of this too. Our respondents all pointed this out and both companies worked by this 
rule. The international environment increases the number of competitors and therefore it should be 
obvious to work and put the company in a situation where flexibility and rapid changes are possi-
ble. Since competing with low prices are becoming more and more difficult because of low-wage 
countries’ growth, the solution to not own your own production is one way of stay competitive 
globally. To use and coordinate internal and external competences is further a way to reach success. 
To use consultancies for this purpose is to be recommended. Consultancies can also be useful if, or 
when, Asia has grown to the biggest market and the companies are forced to move their advanced 
product development.  

The importance of networks is a frequently discussed topic in several studies, and our study is not 
an exception. As have been emerged, networks may contribute to increased knowledge, ideas, and 
opportunities. When the competing market increases and competitors will be found all over the 
world the importance of networking enhances further. We believe that if networks put all their ef-
forts in working against low-wage countries the future may consists of continuing difficulties, but if 
networks learn how to work with low-wage countries all discussions about the offshoring’s threats 
perhaps will be no more than discussions. 
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The above conclusions give a better understanding of the offshoring trend and which factors are 
important in order to stay competitive. The study gives the impression that, in order to stay com-
petitive is about a way of seeing the opportunities than trying to over win the threats. Companies 
are forced to join the international market if they want survive in the future. As long as the market 
is in Europe and the competence is what it is today in Sweden, Swedish companies have huge op-
portunities to use the innovative environment in their own country and low prices in low-wage 
countries. Even if some may state that Sweden loses competence to countries for example China, 
international companies still are interested in Sweden. Foreign owned companies move their R&D 
to Sweden which further increases the domestic competence. As long as Swedish companies make 
sure they stay flexible, are prepared to rapid changes, use and coordinate external and internal com-
petencies, and take advantage of existing networks they will be able to use their situation and the 
opportunities offshoring gives. 
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7 Discussion 
In the introductory part we gave examples of offshoring as a widely discussed topic at different lev-
els in our society. The study shows that even though threats exist we might overlook the opportuni-
ties there are. For instance the spirit of Gnosjö has been brought up and criticized during our inter-
views. The spirit that advocates entrepreneurship and networking has in the past been helpful for 
companies and worked as a motive power. Today, in our international environment this spirit can 
be seen as a barrier to international development. Some companies consider offshoring as a threat 
and try to, within their networks, together compete with low-wage countries’ low costs. Therefore 
the spirit of Gnosjö at first site is seen as a threat. However, if the companies in the region under-
stand their opportunities they still are able to take advantage of their extra-ordinary network. The 
region should continue their cooperation but on a global level. Together they more easily have the 
opportunity to find suppliers abroad and together they get the chance to be competitive in a situa-
tion where it is impossible to compete with low costs.  

We believe the spirit of Gnosjö is only one example of the biggest threats for Swedish companies 
today considering offshoring. To not accept the situation and work against the reality is certainly 
not the right way to success.  

We were already in the beginning of our study aware of our wide purpose. Since we in advance got 
the impression that media overestimates the offshore threat we wanted to get an overarching 
knowledge of what the R&D offshore trend signifies and which opportunities and threats with fo-
cus on competence there are for Swedish companies. When fulfilling our purpose we were unable 
to get deep understanding within all interesting areas why we were aware of the risk of missing de-
termining factors for our result. However, since we attended the ITPS seminar, we got relevant 
facts of Swedish companies’ situation but also Sweden’s, U.S.’s and low-wage countries’ situation. 
Therefore we do not consider our lack of close related knowledge to be of vital importance for our 
result. 

As stated above the chosen companies affected our study. We consider we got a good insight 
within market driven businesses where product development is prioritized and where the respon-
dents have understood the opportunities of offshoring. This however leaved a number of other 
companies out. For instance there are companies, such as subcontractors which are forced to low-
wage countries by controlling customers, that today head big challenges. Therefore the study’s con-
clusions mainly focus on market driven companies which consider their product development as 
their core. However, this way the study led to an answer that might not have been so clear if an-
other selection had been done. The companies were well informed on offshoring and its conse-
quences. We distinguished the similarities with how the two companies worked and reasoned and 
what the literature, ITPS, and Göransson considered may lead to success. This correlation and suc-
cess factors would perhaps not have been discerned if other kinds of companies had been investi-
gated. 

During a study it is difficult to stay objective. Researchers are always governed by their own experi-
ences and prejudices. For instance Hartman (2004) brings up the impossibility in being objective 
while summarizing written material. However, the literature review gave us good understanding 
within the problem and was necessary to create a base for further studies. In other words; our study 
is in all probability subjective but because of our awareness of this subjectivity during the study we 
probably have minimized the risk of loosing important results and drawing faulty conclusions. 

During our research we frequently headed political issues and opinions. As one of the respondents 
expressed it; everything is really a matter of politics. We decided to avoid these opinions, as far as 
possible, into our investigation. We also got information about Sweden and Sweden’s opportunities 
and threats because of the offshoring trend. Since investigations around this were not our purpose 
we leaved this out too. However, we see potential in further studies within offshoring; both how 
Sweden, as a nation, will be affected because of the internationalization but also further investiga-
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tions within this study’s area, for instance how competence develops in low-wage countries, in or-
der to create further understanding within the offshoring issue.  

The discussion about offshoring and its effects have been widely discussed and the debate will most 
likely continue. Companies will probably maintain their search for the lowest cost and highest com-
petence, offshoring will continue to be an important strategic issue, and companies will doubtless 
continue taking both excellent and poor decisions. However, during our research we seemed to 
continually come up with the same answer. During changing conditions and circumstances and dur-
ing environmental changes and insecurity there is one particular actuality government, universities, 
media, the general public, and the companies always must keep in mind; if you consider it to be a 
threat it is a threat but if you consider it to be an opportunity it is an opportunity. 
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 Appendices 

Appendix A – Interview Guide 
 

- What is your definition of Offshoring?  

- What threats and opportunities may offshoring lead to for your company? 

- Why do companies choose to offshore? 

- What is your opinion about the fact that some companies relocate their R&D back to Swe-
den? 

- Do you believe that the relocation of production lead to relocation of high qualified jobs? 

- What is your opinion about the closeness vs. non closeness between production and R&D? 

- Today it is more common that the links between R&D, production, distribution, and sales 
are separated. What effects do this have for companies in a short term and a long term per-
spective? 

- Is it important to be close to customers and suppliers? 

- Is Sweden a country which is characterized of innovating thinking? 

- Some state that companies easy can or sometimes should offshore their core competence. 
What is your opinion about this? 

- What is competence? How do you stay competitive? 

- What is the most important; cost or knowledge? 

- How do you transfer knowledge? Difficulties? 

- Do you consider the productivity is the same in a low wage country? 

- What is your opinion about companies’ knowledge of offshoring? 

- Can lack of knowledge lead to rush conclusions? 

- How is the competence in Sweden compared to low wage countries? 

- Do low wage countries have competence or skills which we do not have? 

- What are your thoughts about the risk of being copied of low wage countries? 

- Can you trust companies in low wage countries when it comes to production, quality, sup-
plying etc.?  

- Will low wage countries become more flexible? 

- Do other issues affect companies’ decisions? World situation? 

- Are you following the R&D debate in your region? 
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