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Offshoring and outsourcing
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Jensen, P. D. @., Larsen, M. M., & Pedersen, T. (2013). The organizational design of offshoring: Taking
stock and moving forward. Journal of International Management, 19(4), 315-323.
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Figure 3. Value creation in the iPhone.

Mudambi, R. (2008). Location, control and innovation in knowledge-intensive industries. Journal of
economic Geography, 8(5), 699-725.
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Business service offshoring
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Figure 2 Cumulative percentage of firms initiating offshoring of functional category (1990-2006).

Manning, S., Massini, S., Lewin, A.Y. 2008. A dynamic perspective on next-generation offshoring: the global
sourcing of science & engineering skills. Academy of Management Perspectives 22 (3), 35-54.
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Ali-Yrkkd A, Larsen MM, Seppala T. The changing geography of value creation:
Evidence from mobile telecommunications. Working paper.
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- Summary: Offshore outsourcing is growing 20%-25% per annum, with little evidence of

slowing. Indeed, while most enterprises experience initial resistance, most technical issues are
readily resolved and geopolitical risk is deemed insignificant after careful evaluation.
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Boeing 787 Dreamliner

Forward fuselage:
Kawasaki Heavy Industries (Japan)
Centre fuselage: Alenia Aeronautica (ltaly) Spirit Aerosystems (USA)

Wing box: Mitsubishi Heavy Industries (Japan)
Wing ice protection: GKN Aerospace (UK)

Rear fuselage: Escape slides: Air Cruisers (USA)

Vertical Stabiliser: Boeing Boeing South Carolina (USA) Doors & windows:

Commercial Airplanes (USA) Zodiac Aerospace (USA)
Lavatories: PPG Aerospace (USA) Flight deck seats:
Jamco (Japan) / / Ipeco (UK)
/ \ T ganeaattls T

Raked wing tips: Korean Airlines — ,,,,...mmm.;:‘_
Aerospace division (Korea) y '

Horizontal Stabiliser: /

Alenia Aeronautica (ltaly) ‘ . T
Engines: GE Engines (USA),

Centre wing box: Rolls Royce (UK)

Aux. power unit: Hamilton . .
Fuji Heavy Industries (Japan) Engine nacelles: Goodrich (USA)

Sundstrand (USA)

Tools/Software: Dassault Systemes (France)
Navigation: Honeywell (USA)

Pilot control system: Rockwell Colins (USA)
Wiring: Safran (France)

Passenger doors:

Latécoére Aé ices (F
atecoere Aeroservices (France) Landing gear: Messier-Dowti (France)

Cargo doors: Saab (Sweden) Electric brakes: Messier-Bugatti (France)
Tires: Bridgestone Tires (Japan)

Prepreg composites:
Toray (Japan) Final assembly: Boeing

Commercial Airplanes (USA) =
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Retreat and reshore Adjust and learn
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‘Big step hypothesis’

13
Pedersen, T., & Shaver, J. M. (2011). Internationalization revisited: The big step
hypothesis. Global Strategy Journal, 1(3-4), 263-274.
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Organizational learning

"We have had the pleasure of being in Billund
[Denmark] for 40 years with many loyal
colleagues. The downside to this, however, is
that you become rather lazy on the
documentation side as everybody with many
years of experience knows exactly what to do”

4 "Production in another country — even within the

same company — requires ten times more
documentation than in the company it is moved
from”

“We have reached a point where we went from a
situation where we had a highly poor day-to-day
transparency for our processes to possessing
today a very high degree of transparency and
control over our processes”

14
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Inaccurate decisions

Organizational
design orientation

H2 -

- Cost-
Offshor ing HI + estimation
complexity errors
H3 -
I
Offshoring
experience

15
Larsen, M. M., Manning, S., & Pedersen, T. (2013). Uncovering the hidden costs of offshoring: The interplay of
complexity, organizational design, and experience. Strategic Management Journal, 34(5), 533-552.
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Global delivery models
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16
Manning, S., Larsen, M. M., & Bharati, P. (2015). Global delivery models: The role of talent, speed and time
zones in the global outsourcing industry. Journal of International Business Studies, 46(7), 850-877.



Accenture’s service delivery centers in
2005 (dots) and 2013 (squares)
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Infosys’ service delivery centers in 2005
(dots) and 2013 (squares)
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Will the jobs come back? HiN] \ i

Three future offshoring scenarios

An ongoing
search for low-
cost labor

Changing
international
division of labor

Large-scale re-

shoring
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Thank you
mml.smg@cbs.dk
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