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Abstract 

Our economy is going global. Open borders and the internet have created endless 

possibilities for companies to source products and services internationally. This 

phenomenon, outsourcing,  is widely studied among large companies, usually referring 

to them offshoring parts of their operations to increase business and cost efficiency. 

However, thanks to platforms like Fiverr and UpWork, outsourcing has become 

accessible to anyone and plays a significant role also in startups. Using semi-

structured interviews to draw on the experiences of nine entrepreneurs, we find that 

startups use outsourcing with different motivations than larger companies. Rather than 

cost reductions, compensating for skills that startups lack internally is the main reason 

for entrepreneurs to outsource. Increasing flexibility to react to the dynamic 

environment startups navigate in and the possibility to grow and scale quickly are also 

frequently mentioned drivers for outsourcing. Opposing the potential of outsourcing, 

most entrepreneurs see little to no risk associated with the process. Aside from the 

potential lack of quality of the deliverables, startups primarily fear the loss of intellectual 

property that could harm their competitive advantage. As this thesis shows that 

outsourcing within startups is fundamentally different from the traditional outsourcing 

of established firms, it recognizes entrepreneurial outsourcing as an individual field of 

research and defines it as “the concept of flexibly adjusting a startup’s access to 

competence, resources, and capacity according to rapid internal or external changes 

by sourcing products or services from external providers”.  

Keywords: Outsourcing, Entrepreneurship, Startups, Internationalization, 

Externalization, Subcontracting, Offshoring 
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Introduction 

Over the years, the economy has slowly moved away from local markets to the global 

economy we know today. This globalization has happened due to technological 

advancement in information technology, transportation, and digitalization, which has 

made business between countries, markets and companies much easier and more 

effective (Stearns, 2016). This globalization has also lead to western countries being 

able to take advantage of opportunities that can be found in moving parts or entire 

operations to a third party supplier or manufacturer.   

This phenomenon is called outsourcing and is defined as “the procurement of products 

or services from sources that are external to the organization" (Parsa and Lankford, 

1999, p. 310) and as “an act of moving some of a firm's internal activities and decision 

responsibilities to outside providers” (Jacobs et al., 2004). Around 80% of all big 

American corporations outsource at least some part of their HR functions (Klaas, 2008), 

which exemplifies how common the phenomenon is among large businesses. 

Additionally, 86% of the companies interviewed in Ying Fan’s study of British companies 

(2000) expect to increase their outsourcing efforts in the future and Llopis and his 

colleagues (2010) confirm the same trend. Today’s world is becoming increasingly 

globalized so that even small businesses can outsource functions to external 

companies. While large corporations and small and medium-sized enterprises (SMEs) 

and their outsourcing endeavors have been studied extensively, only very little is known 

about outsourcing activities among young, entrepreneurial ventures (later referred to 

as startups). 

The topic outsourcing is common among researchers within the fields of business, HR 

and IT. Outsourcing is most commonly known to be applied in order to reduce costs by 

relocating certain tasks or processes to countries with a lower cost of labor (Fan, 2000; 

Musteen and Ahsan, 2013). However, research suggests that it is more and more used 

for different purposes such as making up for a lack of internal skills, strategic 

considerations (such as. faster growth or reducing risk) and to increase the business’ 

flexibility (Bustamante, 2018; Fan, 2000; Lewin et al., 2009; Llopis et al., 2010; Marion et 

al., 2015; Murphy et al., 2012; Saunders et al., 1997; Sohal and Beaumont, 2004). 
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While outsourcing has been well researched over the years, the studies focus on well-

established companies and SMEs that are big enough to set up the infrastructure and 

processes to manage the outsourced parts of their business. As the characteristics and 

capabilities of startups differ significantly from the former, their perspectives on and 

the ways they make use of outsourcing do too. The literature on outsourcing among 

startups is limited. Di Gregorio, Musteen and Thomas (2009) found that outsourcing 

can serve as a means of improving international competitiveness for SMEs. Musteen 

and Ahsan (2013) built on this research and found that outsourcing more complex 

tasks can serve as an additional source of innovation. Lastly, Murphy et al. (2012) 

identified ways for startups to obtain the same outsourcing solutions as larger 

companies despite their naturally limited internal resources. Little is known about what 

tasks startups outsource and what motivates them to do so. This is problematic since 

outsourcing is becoming a common practice among smaller firms (Bustamante, 2018; 

Musteen, 2016) that often rely on sourcing products or services from outside the 

company as the team and setup lack capacity and skills to be able to deal with every 

challenge internally (Di Gregorio et al., 2009; Terjesen and Bhalla, 2009). 

As a result, we set ourselves the following research questions:  

1. What are the entrepreneurial motivations for and benefits of outsourcing?  

2. What are the risks, and challenges that entrepreneurs associate with 

outsourcing? 

Our thesis contributes to the existing literature about outsourcing by providing a greater 

understanding of the motivational factors that play a role in the decision-making for 

outsourcing in startup companies. Specifically, we interviewed (co-) founders of 

Swedish startups in the Stockholm and Uppsala region and studied the tasks or 

processes they outsourced to external providers and their motivation for it. Lastly, we 

inquired about startups’ retrospective perception of the successfulness of their 

outsourcing decisions and thereby contribute to the literature by providing 

entrepreneurs with guidelines to support their decision process with well-founded 

experience. 
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Our research confirmed a pattern that was recognizable in the existing literature: 

smaller companies are more likely to base their decision to outsource on the internal 

lack of skills rather than on expected cost savings. Other frequently mentioned 

motivators for their outsourcing decisions include the flexibility and speed of accessing 

competence on demand. The perceived risks of outsourcing are similar between 

startups and larger firms with the former putting more emphasis on the potential loss 

of intellectual property and the latter focusing on the quality of services rendered. In 

summary, we elaborate on the differences and similarities between startups and larger 

companies with a focus on motivations to outsource and the benefits and risks of the 

process.   

This thesis is structured into five sections. We begin with the literature review of articles 

on outsourcing motivations, benefits, risks, and challenges within SMEs, larger firms 

and big corporations. This section also contains information on entrepreneurs and 

startups to support the setting this research took place in. After that, we present our 

methods for the data collection on outsourcing within startup companies. The following 

third section lists our findings and the fourth section puts those in relation to the 

findings from the literature review and discusses the implications as well as the 

limitations of this study. In the last and fifth section, we conclude with the new insights 

and offer possibilities for future research.  
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Literature Review 

Research on outsourcing for established small, medium and large companies is very 

extensive. In this section, we present our findings from the literature review. In the first 

of its two parts, we present the findings of our review of the literature regarding 

outsourcing among SMEs and larger companies. The findings are split into two 

sections with one containing the most common rationales and motivations for 

outsourcing decisions within companies and the benefits they obtain from it and the 

other focusing on the risks and challenges of outsourcing operations. In the second 

half of the literature review, we lay the foundation of entrepreneurship and startup 

companies to provide context for the study and our motivation behind it. Here, we 

establish why startup companies can be expected to have a different perspective on 

outsourcing than the larger companies that previous studies on the topic focus on.  

Outsourcing 

Outsourcing is an increasingly important business strategy that allows companies to 

source products, services, and knowledge from outside the company’s boundaries 

(Quinn, 1999). As such, it opens up opportunities to increase the efficiency of a 

business, flexibly expand its capacity and reach and to innovate in ways not previously 

possible. Nonetheless, outsourcing also comes with a number of risks and drawbacks. 

This section reviews the most commonly mentioned motivations, benefits, risks and 

challenges of outsourcing in the existing literature.   

Motivators and benefits 

The motivation and main drivers for outsourcing decisions have changed historically. 

Traditionally, reducing operation costs by relocating certain activities to countries with 

a lower cost of labor was considered the main reason for outsourcing (Fan, 2000; 

Musteen and Ahsan, 2013). Today, more and more companies realize that outsourcing 

has greater potential going well beyond monetary benefits. This section reviews the 

most relevant drivers for outsourcing and the benefits it can provide in today’s world. 



5 
 

Cost reduction 

Cost reduction still plays one of the biggest roles in the decision to outsource part of a 

firm’s manufacturing or their services (Di Gregorio et al., 2009; Fan, 2000; Gonzalez et 

al., 2005; Lewin et al., 2009; Llopis et al., 2010; Murphy et al., 2012; Musteen, 2016; 

Musteen and Ahsan, 2013; Roza et al., 2011; Sohal and Beaumont, 2004). Larger 

companies achieve this by terminating some of their processes in order to reinstate 

them in different countries with lower labor costs (Doh, 2005; Farrell, 2005; Lewin et al., 

2009; Ramamurti, 2004). This allows them to overcome one of their largest obstacles: 

high operational costs (Bøllingtoft and Ulhøi, 2005; Bustamante, 2018; Sohal and 

Beaumont, 2004). As such, cost reduction is the most commonly mentioned benefit of 

outsourcing in the literature (Bustamante, 2018; Fan, 2000; Gonzalez et al., 2005; Klaas, 

2008; Llopis et al., 2010; Musteen, 2016; Roza et al., 2011; Sohal and Beaumont, 2004).  

Other ways to reduce costs through outsourcing also include reduced tax payments 

and other costs related to hiring. Because Europe has strict rules and institutions 

regulating employment and taxes, bureaucratic costs for companies are relatively high 

there (Bustamante, 2018). By outsourcing parts of their operations, companies can 

avoid many of the bureaucratic costs associated with hiring. These cost savings can 

also provide better cash flows which are essential for the company’s performance and 

signal growth to investors and other stakeholders (Gonzalez et al., 2005; Murphy et al., 

2012).   

Focus on core activities 

While SMEs share the motivation to reduce costs, other factors are more dominant in 

outsourcing decision-making than they are for bigger companies. SMEs tend to have a 

“narrow bundle of capabilities” (Amit and Schoemaker, 1993; Prahalad and Hamel, 

1990) which emphasizes their need to focus the limited resources on core activities – 

activities that contribute to the firm’s competitive advantage (Di Gregorio et al., 2009; 

Sohal and Beaumont, 2004). Hence, they commonly outsource activities that are not 

part of the core business. As such, companies are able to obtain and retain operational 

flexibility by borrowing external or freeing up internal capacities (Di Gregorio et al., 2009; 

Doh, 2005; Llopis et al., 2010; Sohal and Beaumont, 2004). 



6 
 

Access to competence 

Gaining access to competencies, capabilities, and expertise that would otherwise take 

years to develop has historically grown to one of the biggest drivers for outsourcing. 

This is especially true for smaller firms that are trying to grow and internationalize since 

they often lack the physical, intangible, and financial resources to be able to perform on 

that level (Di Gregorio et al., 2009; Sohal and Beaumont, 2004; Musteen and Ahsan, 

2013; Murphy et al., 2012; Bustamante, 2018; Bøllingtoft and Ulhøi, 2005). By acquiring 

resources from a third party, these companies reduce their need for investment, which 

saves on costs while at the same time giving them access to new technology (Clark Jr. 

et al., 1995). This access to new resources can also result in the company producing 

higher quality services for external or internal stakeholders (Clark Jr. et al., 1995), or 

producing higher quality physical goods for its customers (Bustamante, 2018; 

Gonzalez et al., 2005; Llopis et al., 2010; Musteen, 2016; Musteen and Ahsan, 2013; 

Roza et al., 2011). This makes outsourcing especially beneficial for smaller companies 

that have limited internal expertise and experience. Since the company providing the 

outsourcing services can supply their customer with products, knowledge or expertise 

that otherwise could not be obtained, the customer can perform at a higher level and 

thus create greater value for the company or its customers. This and expertise being a 

scarce and well sought after resource on the markets, in turn also encourage larger 

companies to outsource internationally (Fan, 2000; Gonzalez et al., 2005; Lewin et al., 

2009; Llopis et al., 2010; Musteen, 2016; Roza et al., 2011). 

Efficiency and effectiveness 

Another significant driver for firms to employ outsourcing is to increase efficiency and 

effectiveness. Outsourcing can help serve customers better and improve service levels 

(Di Gregorio et al., 2009; Gonzalez et al., 2005; Lewin et al., 2009; Musteen, 2016; Roza 

et al., 2011; Sohal and Beaumont, 2004). This is done by increasing the company’s 

efficiency by allocating its resources to the business’ core activities. It can also be 

increased by using local service partners for services that require physical presence (Di 

Gregorio et al., 2009), such as the installation and maintenance of a Carrier 

Corporations air conditioning system in Australia while the company itself is 
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headquartered in the US. In this case, it can be more efficient to use the services of a 

local partner rather than setting up an own branch in Australia.  

Similarly, a mining equipment supplier in Canada increased its responsiveness by 

partnering with local machine shops for the equipment’s configuration and servicing 

and a Chinese manufacturer for large equipment used local firms for the customization 

and final assembly of their products for their customers. Both examples use 

outsourcing as a means to serve their customers more effectively and thereby improve 

their service levels (Di Gregorio et al., 2009). 

Flexibility 

Outsourcing can increase flexibility within organizations and the tasks they perform 

(Fan, 2000; Gonzalez et al., 2005). Firstly, by outsourcing routine tasks, the businesses 

achieve greater flexibility within the organization. This frees up time which allows them 

to focus on core activities and therefore become more efficient organizations (Di 

Gregorio et al., 2009; Sohal and Beaumont, 2004). Outsourcing organizational tasks 

leads to more flexible and efficient organizations as it removes routine tasks (Di 

Gregorio et al., 2009; Gonzalez et al., 2005; Llopis et al., 2010). This also reduces the 

pressure for an organization to follow policy or company guidelines related to these 

tasks as this responsibility is passed on to the outsourcing vendor (Clark Jr. et al., 

1995). 

Moreover, outsourcing helps businesses stay flexible regarding their technological 

needs. For example, taking the current rapid technology developments into 

consideration, it can be a disadvantage to invest in technology that might be outdated 

in a few years. By outsourcing this type of service, businesses can negotiate future 

contracts and tailor IT solutions to fit the company’s needs concerning future changes 

within the company or the industry (Clark Jr. et al., 1995). 

Capacity and growth 

One of the most basic reasons to outsource work is to increase the firm’s capacity, 

either to overcome a current lack of it, or to grow (Di Gregorio et al., 2009; Fan, 2000; 

Gonzalez et al., 2005; Llopis et al., 2010; Murphy et al., 2012). The rate of growth is often 

not compatible with the cost and time pressure and the lack of expertise in a company. 
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As a result, growth and the possibility to access new markets and opportunities are 

frequently mentioned as motivators for outsourcing, especially in smaller and medium-

sized firms (Baum et al., 2000; Lewin et al., 2009; Murphy et al., 2012; Musteen, 2016; 

Musteen and Ahsan, 2013; Roza et al., 2011). Outsourcing operations to new markets 

can be a way for companies to access potential markets (Murphy et al., 2012; Roza et 

al., 2011), save on costs, such as export and transportation costs, as well as to gain 

access to expertise and knowledge about new markets in order to better understand 

the needs and tastes of the customers (Nachum and Zaheer, 2005).  

Since outsourcing allows companies to save on financial and organizational resources, 

those factors also facilitate other investments that enable the company to grow faster 

which they otherwise would not have been able to do (Bustamante, 2018; Di Gregorio 

et al., 2009; Roza et al., 2011). On top of that, it helps these firms overcome entry 

barriers such as expensive technology that is sometimes more expensive to develop 

than to buy (Fan, 2000). 

Innovation 

Broadly speaking, outsourcing allows companies to use talented and skillful people 

outside the organization (Di Gregorio et al., 2009). Young companies have a competitive 

advantage compared to large corporations. Since young firms have less rigid, formal 

and time-consuming organizational structures, information can flow more easily, both 

within and outside of the business. This allows young firms to identify and implement 

potential improvements to the organization rather quickly compared to large firms. By 

being able to learn and implement quickly, young firms have a greater ability to innovate 

(Di Gregorio et al., 2009; Musteen and Ahsan, 2013). Studies on outsourcing research 

and development on multinational enterprises have shown that foreign market input 

has a positive impact on innovation results, especially in relation to product 

manufacturing (Nieto and Rodríguez, 2011). 

Strategic alliances 

Scholars argue that outsourcing promotes significant learnings and social networking 

advantages by creating strategic alliances as a sometimes unintentional side effect (Di 

Gregorio et al., 2009; Lewin et al., 2009; Musteen and Ahsan, 2013; Roza et al., 2011). 
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On other occasions, outsourcing decisions are made to consciously create these 

alliances to reduce uncertainty and foster credibility (McEvily and Zaheer, 1999). In turn, 

these relationships can drive internationalization and growth. Furthermore, resource 

dependence theory argues that organizations depend on resources, some of which are 

in the hands of other organizations (Pfeffer and Salancik, 2003). Being able to form 

alliances to access other organizations’ resources can be crucial. To exemplify this, 

think of Apple outsourcing the manufacturing of a considerable amount of the parts 

needed to build an iPhone to other companies like Samsung (Kraemer et al., 2011; Xing 

and Detert, 2010). Not only is this a strategic alliance as Samsung is the market leader 

in many of these component categories but it also frees resources at Apple, allowing 

them to focus on their core competencies like design and marketing.  

Reduced risk 

Outsourcing can reduce risk in a number of ways. Since markets can fluctuate in terms 

of demand, this can make investments problematic in situations of high uncertainty. 

Therefore, companies are discouraged to make managerial and financial commitments 

that reduce their flexibility. Thus, outsourcing can be beneficial in times of demand 

uncertainty since it keeps the company’s flexibility in times of high uncertainty (Gilley 

et al., 2004).  

In conclusion, companies can gain a lot from outsourcing parts, or entire segments of 

their operations. While cost reductions are still the primary motivation for outsourcing 

among larger companies, there is a pattern indicating that among other reasons, the 

access to expertise and the possibility to increase efficiency and effectiveness by 

focusing on core activities are rising motivators for outsourcing decisions, especially 

for smaller firms.  

Risks and challenges 

While there are many reasons to take advantage of outsourcing and many benefits 

associated with it, there are also some downsides that should be taken into 

consideration. In this section, we discuss the risks and reasons not to outsource that 

have been discovered and brought to light by previous research.  
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Costs 

As we established, cost reductions are a common reason for companies to outsource 

parts of their organizations to different countries with a lower cost of labor (Fan, 2000; 

Musteen and Ahsan, 2013). However, there is a risk that the estimated cost savings are 

miscalculated. This is mainly caused by companies failing to properly apply transaction 

cost economics (TCE) which defines the actual cost of outsourcing as the sum of the 

transaction costs, contracting costs, coordination costs, and search costs (Williamson, 

2010, 1981, 1979). Instead, companies most often only compare the actual costs of the 

transaction (which is the cost associated with performing the activities in-house) as 

the price on the offer made by an outsourcing vendor is usually comparable to that. The 

efforts required to find a service provider (search costs), to set up a binding contract 

(contracting costs) and to document the processes and manage the service provider 

(coordination costs) are often neglected. This results in the risk of cost reduction 

expectations not being met (Bustamante, 2018; Di Gregorio et al., 2009; Llopis et al., 

2010; Musteen, 2016; Sohal and Beaumont, 2004). 

Quality 

On the flipside of getting access to new technologies and innovations from different 

markets lies the common risk of the outsourcing vendor not meeting the expected 

quality standards or failing to deliver entirely (Di Gregorio et al., 2009; Fan, 2000; Llopis 

et al., 2010; Musteen, 2016). Most studies we reviewed listed this as the most common 

response to asking companies what their biggest concern was before outsourcing an 

activity. This is an interesting finding given that one of the main motivators is to achieve 

better quality by accessing skills that are unavailable internally.   

Culture 

With outsourcing to countries with lower labor costs comes psychic distance between 

the company outsourcing and the vendor taking over. Psychic distance describes how 

easily understood the other country and its culture are and the familiarity of the 

operating environment (O’Grady and Lane, 1996). Given that many of the countries with 

relatively low cost of labor are located in Asia, European and American firms risk 
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experiencing this psychic distance surfacing through language barriers or cultural 

mismatches (Fan, 2000; Lewin et al., 2009; Sohal and Beaumont, 2004).  

Loss of competence 

When outsourcing a process or activity entirely, companies risk losing the associated 

expertise or the control over a strategically important process like for example research 

and development – R&D (Bustamante, 2018; Lewin et al., 2009; Llopis et al., 2010; 

Musteen, 2016; Sohal and Beaumont, 2004). According to Sohal and Beaumont, studies 

have stressed that outsourcing strategic processes requiring distinct competencies 

can be risky. They draw an example of this using software development for automatic 

telling machines (ATM). If a bank was to outsource the development of their ATM 

software to an external provider, they might not only be giving away internal expertise 

but also put this contractor in an advantageous position. As ATMs are largely 

standardized, the contractor gains the opportunity to sell this software to other banks 

as well, effectively making them strong competitors of the bank that outsourced this 

process in the first place (Sohal and Beaumont, 2004). On top of that, they mention that 

outsourcing to external partners risks the loss of confidentiality and even intellectual 

property within the firm.  

Other risks of outsourcing found in the literature include the loss of flexibility in case of 

long-term contracts with the supplier (Klaas, 2008; Sohal and Beaumont, 2004), a bad 

reputation due to the negative sides of outsourcing (for example the loss of local jobs) 

(Bustamante, 2018; Musteen, 2016) and the generally high levels of uncertainty with 

external providers (Bustamante, 2018). All in all, it becomes clear that outsourcing does 

not only come with benefits but also with a considerable amount of risks such as cost 

underestimation, loss of quality and cultural differences.  

Entrepreneurship 

This section describes entrepreneurs and startup companies and how they are 

different from SMEs and larger companies. It, therefore, serves as the foundation to 

motivate entrepreneurial outsourcing as a research field due to the inarguably different 

setup that entrepreneurs work with.  
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Entrepreneurs and startups 

Startups are small companies whose business revolves around novel ideas that are 

often seen as innovation (Ries, 2010). These ideas are created by the entrepreneurs 

that either take advantage of open opportunities they discover in the market (Kirzner, 

1979) or develop them by finding new combinations of materials, products or services 

(Schumpeter, 1934). Startups work and act under conditions of extreme uncertainty 

(Ries, 2010). This does not necessarily mean they face more risks than other 

companies but it means that the risks they work with are not yet known.  

One driving force of entrepreneurship is the exploitation of markets. Markets are seen 

as inefficient, thus leaving opportunities for individuals to exploit flaws in the 

marketplace and to fill gaps therein (Kirzner, 1979). In addition, it is also assumed that 

markets can reach a state of balance that will eventually be disturbed by the individual’s 

strive for profits, new knowledge and innovation (Aghion and Howitt, 1990; 

Venkataraman, 1997). This process was coined by Schumpeter and is referred to as 

“creative destruction” since he argued that innovation comes in the form of new goods, 

services, and processes that destroy and replace old practices in creative ways. 

What makes startups different?   

The newness of the idea, the uncertain environment, and the small amount of 

materialistic, financial and human resources are some of the main differences that set 

entrepreneurial ventures apart from established companies. The high uncertainty in 

terms of market demand (Gilley et al., 2004) and in terms of getting access to financial 

resources such as investments (Osnabrugge, 2000; Schwienbacher and Larralde, 

2010) are only some of the challenges startups have to put up with. For example, many 

entrepreneurial ventures lack collateral and sufficient information about their business 

to access finances (Mason and Stark, 2004; Osnabrugge, 2000). This lack of financial 

assets and overall recognition can also make it difficult to recruit core competence and 

other vital assets to the company (Musteen and Ahsan, 2013). 

On the more positive side, these types of entrepreneurial ventures have a very high 

degree of flexibility (Di Gregorio et al., 2009; Musteen and Ahsan, 2013) which allows 

them to make decisions and implement change quickly as well as to develop strategic 
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partnerships that in turn increase their value creation potential (Bustamante, 2018; 

Gonzalez et al., 2005; Llopis et al., 2010; Musteen, 2016; Musteen and Ahsan, 2013; 

Roza et al., 2011). This potential is much higher than it is in a larger company with 

established processes and hierarchies slowing them down. However, the limited 

resources in a startup often drive operational decisions by limiting their capabilities and 

the lack of reputation makes it difficult for startups to attract expert knowledge in their 

hiring processes (Musteen and Ahsan, 2013). 

These differences in comparison to larger, established companies suggest that a 

startup’s setting to employ outsourcing strategies is so distinct and unique that 

startups are assumed to have different motivations for their outsourcing decision and 

can benefit in ways not thought of or not relevant for larger firms.  



14 
 

Methodology 

This section covers the methods applied to conduct our research. In the beginning, we 

discuss our choice to perform qualitative research with an inductive reasoning 

approach. After that, we elaborate on the methods used to create our sample of 

participants and how we collected the relevant data from them. We then describe the 

analysis process used to derive our findings from the data and finish with a section on 

the quality of our research.  

Research approach 

In this section, we discuss and support our decision to use a qualitative research 

approach for our study. Additionally, we explain our choice of semi-structured, cross-

sectional interviews within the inductive design of our exploratory research strategy. 

Qualitative research 

Our goal for this study was to examine the following questions:  

1. What are the entrepreneurial motivations for and benefits of outsourcing?  

2. What are the risks, and challenges that entrepreneurs associate with 

outsourcing? 

In order to answer these questions, we used a qualitative approach to examine the 

reasons and motivations for outsourcing decisions. This required us to make sense of 

the respondents subjective and socially constructed meaning of the phenomenon 

outsourcing (Saunders et al., 2016). Due to the exploratory nature of this study, the 

qualitative method provided us with the required flexibility in terms of capturing, 

elaborating and exploring the information provided by the respondents (Saunders et al., 

2016). On top of that, the data we obtained is more comprehensive and more in-depth, 

allowing us to answer the questions in greater detail than we could have with the help 

of quantitative research (Saunders et al., 2016). A quantitative approach would not be 

able to answer our research questions as in-depth since it focuses on the relationship 

between different variables (Saunders et al., 2016) rather than the entrepreneur’s 

experiences. Due to the lack of literature on the topic of outsourcing within startups, we 

do not know enough to establish any theories that could be measured quantitatively. 
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As a result of that, the quantitative approach was not suitable for the purpose of our 

study.  

Reasoning approach 

The exploratory character of our research and our desire to learn about the nature of 

the entrepreneurs’ outsourcing decisions naturally caused us to adopt an inductive 

approach. There are three commonly referenced alternatives to research reasoning: 

inductive, deductive, and abductive reasoning. Inductive and deductive reasoning are 

distinct and contrasting approaches while abductive combines the use of both.  

In a deductive approach, a theory or set of hypotheses is developed as the first step, 

followed by a specification of the circumstances under which this theory will hold true 

(Saunders et al., 2016). This approach comes with a predefined outcome - the theory 

that was initially derived. As such, it effectively limits research and does not leave room 

for alternative explanations outside of the defined prerequisites being tested (Saunders 

et al., 2016). Inductive research, on the other hand, turns the process around and starts 

with the data collection. The collected data is then analyzed and used to formulate a 

theory or framework surrounding the topic (Saunders et al., 2016). While both 

approaches can potentially come up with the same results, the inductive one supports 

the possibility for the data collection process to discover causes and reasons that were 

not previously anticipated, making it the more suitable approach for our study. The 

abductive approach combines the two previous ones by effectively moving back and 

forth between them (Saunders et al., 2016). As such, it typically begins with qualitative 

research to explore and identify themes that can then be turned into a theory to be 

tested through quantitative research. 

In essence, deduction and induction have opposite causal directions. In induction, the 

theory is concluded from the data while deduction puts the theory first and aims to 

collect data to support it (Saunders et al., 2016). As our research is designed to derive 

findings that have not been predefined, it applies inductive reasoning.  
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Sample selection and data collection 

This section focuses on the sampling approach and how the data was collected. We 

begin by discussing the criteria we used to identify startup companies that are suitable 

for this study’s purpose. The section concludes with a description of how the data was 

obtained from the selected sample.  

Sample selection 

We aimed to contribute to the existing literature by studying the motivations for and the 

benefits, risks, and challenges of outsourcing within young, entrepreneurial ventures in 

Sweden. Hence, the population of potential interviewees consisted of all startups in 

Sweden. According to the Swedish business registration office Bolagsverket, 68.113 

businesses were registered in 2017 alone (Karnell, 2018). This large population size 

necessitates sampling in order for us to be able to conduct a study within the limited 

time frame we had (Saunders et al., 2016).  

For practicality reasons, we decided to focus on startups in the Stockholm and Uppsala 

region as this is the region that most of Sweden’s startups originate from (Karnell, 

2018) and that is geographically close to us. In order to guarantee a certain amount of 

experience with outsourcing, we initially intended to only select startups over the age 

of one year but not older than five years in order to have enough experience with out-

sourcing while still being a startup company. These limitations were later adjusted as 

we realized that many startups apply outsourcing already in the first days of their 

existence. Moreover, we noticed that even older companies can still be startups if they 

meet the definition of limited resources (Musteen and Ahsan, 2013) and an uncertain 

environment to operate in (Gilley et al., 2004). Generally, their last outsourcing 

experience should however not have been more than a year ago to ensure that the 

knowledge and memory of outsourcing activities are still fresh and preferably retold by 

a first-hand source. We decided against limiting the number of employees within the 

company as one-man-companies can benefit from outsourcing just as well as 

companies with more than 100 employees.  

The limitations applied to our sample selection make this a non-probability (Saunders 

et al., 2016), purposive sample where the chances of each member of the population to 
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be chosen are not equal and our own judgment was used to identify the candidates 

most suitable to answer our research questions (Saunders et al., 2016). As we were 

trying to find commonalities between a reasonably homogenous group of startups, we 

aimed to achieve a sample size of 12 interviews as recommended by the literature 

(Guest et al., 2006).  

The starting point for the sample selection was the list of companies renting offices 

within BASE10, a local co-working space in the city center of Uppsala. This list contains 

ten startups that rent offices within the co-working space. Applying the self-selection 

sampling technique (Saunders et al., 2016), we established the first contact via e-mail, 

requesting interviews for our research. Out of ten e-mails sent, three companies agreed 

to face-to-face interviews. To get the most out of Uppsala’s community, we took the 

chance to deploy the snowball sampling strategy (Saunders et al., 2016) at the end of 

every interview. This means that we asked our interviewees whether they could refer 

us to any other entrepreneurs they know that have made experiences with outsourcing 

and would be able to answer the interview questions. At BASE10, none of the 

entrepreneurs could refer us to anyone we had not already contacted via e-mail. 

However, a friend from the entrepreneurship program connected us to another 

entrepreneur, resulting in our fourth interview. 

Stockholm offers a similar setting and co-working space for startups called SUP46. 

Using their website, we retrieved a list of all 80 startups that are members of SUP46. 77 

of them had at least one contact e-mail address listed or a contact form on the website. 

With the help of these, we contacted all Stockholm startups associated with SUP46 and 

received 19 responses out of which five could be converted into further interviews. To 

increase our reach past the startups that have fixed offices at SUP46, we asked to use 

their dedicated channel for internal member communication, Slack, to post a request 

for interviews. As this turned out as against the SUP46 policies, we were not able to find 

more interview partners this way. Snowball sampling with the participants also did not 

yield any further contacts from the SUP46 interviews so that the total number of 

interviewed startups in Stockholm remained at five.  

As a result of our purposive and volunteer sampling approach, we have created a group 

of relevant participants that allowed us to conduct a total of nine interviews. While nine 
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is just short of the desired 12, our data reached a state of theoretical saturation (Glaser 

and Strauss, 1967) after seven interviews already. Our list of findings had been 

completed and the following two interviews only confirmed what we had already 

observed without adding additional insights. Consequently, conducting further 

interviews would not have contributed to this study and therefore made the sample size 

of nine entrepreneurs sufficient. Our sample of startups can be found in Table 1 below. 

Identifier Description 

Company 1 

o Personalized interior decorations 

o Founded 2019 

o 1 full-time employee 

Company 2 

o Niched vacation rental platform 

o Founded 2015 

o Number of employees unknown 

Company 3 

o Engineering blueprint service provider 

o Founded 2012 

o 7 full-time employees 

Company 4 

o Digital event management solutions 

o Founded 2009 

o 7 full-time employees 

Company 5 

o B2B digital health service provider 

o Founded 2018 

o 4 full-time employees 

Company 6 

o Digital feedback solution 

o Founded 2017 

o 3 full-time employees 

Company 7 

o High-quality consumables 

o Founded 2017 

o 3 full-time employees 

Company 8 

o Business relationship management solution 

o Founded 2018 

o 5 full-time employees 

Company 9 

o Niched tech 

o Founded 2017 

o 3 co-founders and 10 employees on a voluntary basis 

 
Table 1: List of interviewed companies 
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Data collection 

To collect the data, we decided to employ a semi-structured interview design with 

open-ended questions. This guaranteed our flexibility to explore the phenomenon of 

outsourcing by letting our interviewees elaborate on their experiences and thoughts 

and asking them follow-up questions. As such, it let us build on their responses in order 

to help us understand how the interviewees perceive their reality (Dumay and Qu, 2011; 

Saunders et al., 2016). Semi-structured interviews also allowed us to follow our theme 

throughout the interview. We specifically set out to research the entrepreneurs’ 

motivations to outsource and their experience throughout the process. Applying a 

loosely controlled structure (Dumay and Qu, 2011) allowed us to keep the conversation 

as open as necessary while ensuring that it stayed on topic.  

Although interviews offer a way to learn about other people and their perspectives on 

the world, it is important to note that it can be difficult. Different cultural interpretations 

and language barriers may result in different insights and understandings of a specific 

phenomenon. However, this can be overcome with careful planning (Dumay and Qu, 

2011) so we thoughtfully designed the interview questions to be as understandable as 

possible and put them into a context the entrepreneur could relate to. To do this, we 

asked the interviewees about some of their recent experiences with outsourcing very 

early in each interview. We used these experiences to dig into the entrepreneur’s 

reasons to outsource and what benefits they obtained or risks they faced or anticipated. 

Going back to the actual experiences allowed us to get concrete information and helped 

to get the interviewees to talk as they could relate to the topic more easily. To make the 

questions as understandable as possible, we kept them short and made sure to only 

ask one question at a time. This way it was always clear what we were asking, for the 

interviewee and for us during the later coding of the interviews.  

The interviews lasted between 25 and 75 minutes with an average of 51 minutes. 

Except for one video call, all interviews were held in person, usually in a quiet 

environment at the co-working space they were located at or in their own offices. This 

way we minimized the external influence on the interviewees’ responses, ensuring their 

reliability. During the interviews, both of us were present. One of us was taking notes 

while the other was leading the conversation. Those roles were maintained over the 
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course of this study in order to maximize learning and to improve our interview 

experience. We assured the entrepreneurs of the confidentiality of their responses and 

their anonymity in the study. All of them permitted us to use an audio recording device 

or screen recording software to document the conversation. We used the recordings to 

transcribe the major points that were discussed. Having both, notes and recordings of 

the interviews allowed us to review them multiple times and ensure that the findings 

we derived from the data are trustworthy and reliable. 

Our interview guide (refer Appendix 2) initially consisted of 28 questions. Before going 

into the first interview, we wanted to ensure that we had an idea of what we could ask 

to get all the information we needed. However, already during the first interview, we 

removed ourselves from this question catalog in favor of a more open conversation. 

Reading out a list of 28 questions would make the interviewee feel like part of an 

inquisition and strictly following the questions would limit the possible answers. Hence, 

we picked a select subset of the main questions that we used to guide the conversation.  

We began every interview with an open introduction part where we first introduced 

ourselves and then learned the general information on the company and the industry it 

operates in.  We also used this part to establish a connection between the interviewee 

and us and to convey a sense of trust by assuring anonymity. Following that, we asked 

the entrepreneur about his latest experience with outsourcing. Most of the times they 

mentioned multiple occasions which we took note of to refer back to later. The 

conversation was then initiated by asking a general “Why did you outsource this?”. 

Rather than asking all the questions referring to motivations on our list, we found that 

the interviewees usually cover most of them naturally as part of their response to that. 

From there, we directed the conversation towards the benefits and the associated risks 

of outsourcing this particular task. Once we had unveiled all the details the entrepreneur 

could come up with, we moved to another experience they mentioned earlier and 

repeated the process while focusing on new arguments that had not previously been 

mentioned.  
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Data analysis 

In order to analyze the collected data, we categorized our findings using thematic 

analysis/qualitative data analysis. This type of analysis involves finding statements and 

coding them into different themes. By sorting our findings into different segments, we 

were able to structure the qualitative data obtained from the interviews and 

documented in the transcripts, use it to recognize commonalities and differences and 

derive explanations and conclusions from the patterns we discovered. As a result, the 

thematic analysis approach – defined as a ”method for identifying, analysing and 

reporting patterns (themes) within data” (Braun and Clarke, 2006, p. 79) – gave us the 

opportunity to systematically and flexibly analyze our qualitative data. 

For the purpose of this paper, we categorized our interviewees’ responses into three 

segments: General information, Motivations & Benefits, and Risks & Challenges. This 

enabled us to find patterns and recurring statements, adding richness in terms of 

description, explanation, and theorization. Within these segments, we inductively 

derived common themes that could be found in the data. Those themes are used to 

aggregate the data and show overall patterns in the respondents’ answers. The data 

was examined with an epistemological interpretivism philosophy (Saunders et al., 

2016), meaning that our paper focused on the interviewees' narratives, stories and 

interpretations of reality. As a result, we were able to contribute a new understanding 

and perspectives on outsourcing within startup companies (Saunders et al., 2016).  

Research quality  

To ensure that our results and findings are valid, we use this section to critically review 

our research approach and discuss how we addressed the most commonly used 

research quality indicators – reliability and validity. Both of these indicators originate in 

the field of quantitative research but are argued to be applicable for qualitative research 

as well (Saunders et al., 2016). In qualitative studies, researchers use different terms 

instead and refer to the four factors, credibility, transferability, dependability and 

confirmability as a way to establish the trustworthiness of the study (Shenton, 2004). 

Credibility and transferability are the qualitative equivalent of internal and external 

validity, respectively. These factors ensure the quality of the data that was gathered. 
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Dependability is the qualitative version of reliability that ensures consistency in the 

answers. Lastly, confirmability, which ensures the objectiveness of the answers 

equates to the inter-observer consistency of quantitative research. 

Reliability 

In summary, the term reliability describes how consistent and stable the research is. In 

other words: research is considered reliable if applying the same research design again 

would produce the same results (Saunders et al., 2016).  There are three different 

aspects of reliability that are elaborated in the following section.   

Inter-reliability describes the degree to which the responses to one question relate to 

the responses to another question that is expected to create a similar answer as the 

first (Bryman and Bell, 2011). To make sure our study meets this criterion, we 

deliberately repeated certain things said by the respondent and asked them to go into 

more detail. For example, when the founder of company 7 mentioned using plastic bags 

as their packaging to be flexible, we asked him how plastic bags increase his flexibility. 

This way we got him to elaborate that he uses plastic bags and has a provider to print 

labels for them which allows him to change the recipe and change the packaging label 

more flexibly than he could if he used full print paper bags. Through this, we approached 

the same topic with different angles and ensured that the responses are rich, consistent 

and reliable by verifying that the respondent gave the answer he wanted to give.  

Inter-observer consistency addresses the issue of the observer’s subjectivity (Bryman 

and Bell, 2011). Given the qualitative design of our research, the questions we asked 

were formulated openly, giving the respondent a lot of possibilities to answer in order 

to support our exploratory approach. To prevent responses from being misinterpreted, 

we performed all interviews together and the coding thereof independently and 

discussed all ambiguous cases in order to eliminate any uncertainty regarding the 

interpretation of the respondent’s answers. 

Stability is the degree to which the respondents will give the same answers if asked the 

same questions again at a later time (Bryman and Bell, 2011). Due to time constraints 

for this research and the limited availability of the respondents, we did not have the 

opportunity to test the stability of our research. Stability is common among aspects 



23 
 

that are assumed to be constant such as the intelligence of a human being. Testing a 

human’s intelligence at two different times is expected to yield very similar results. In 

contrast to that, we believe that the motivation for outsourcing has changed historically 

and will continue to do so. On the smaller company level, any event, achievement or 

organizational adjustment can immediately impact a firm’s decision-making process. 

Consequently, we do not expect to get the same results when performing the same 

study again at a later time. We do however have no reason to believe that the findings 

would differ when performing the same study in other parts of Sweden or Scandinavia.   

There are four common threats to the reliability of a study (Robson, 2011; Saunders et 

al., 2016)  that we took into consideration and addressed accordingly. First, we planned 

the interviews to be long enough to have time to answer all questions and scheduled 

them at the times the respondents suggested as most suitable for them. This 

prevented participant error, meaning it prevented the respondent from giving answers 

influenced by their physical environment. Except for the video call, all interviews were 

held in closed locations (usually the respondent’s office or co-working space) to allow 

the respondent to speak freely without having to be afraid of giving away confidential 

information, therefore avoiding participant bias. Using our interview guide and 

reviewing the questions after every interview, we avoided researcher error by always 

coming prepared to avoid unnecessary misunderstandings. Lastly, always having both 

of us present during the actual interview and performing the coding thereof 

independently, we prevented researcher bias from influencing our findings through the 

use of subjective interpretation. Consequently, we are confident to say that our 

research meets the criteria to be reliable.  

Validity 

The concept of research validity discusses whether a study actually measured what it 

intended to measure (Bryman and Bell, 2011). In our case, we needed to critically reflect 

on our interview questions to ensure they actually measure motivations, benefits, risks, 

and challenges of outsourcing within startup companies – the concept we intended to 

explore.  
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Our thesis supervision group for this thesis consisted of four groups with a total of eight 

students and the supervisor. To establish face validity – the very minimum of validity 

for a study – we discussed our interview guide and questions with all participants in 

the group. The overall consensus was that our questions appear to measure what we 

intended them to, effectively approving the face validity of this study. This was 

confirmed during the first interviews where the questions caused our interviewees to 

elaborate on their experiences, providing us with all their insights on motivations, 

benefits, risks, and challenges to answer our research questions.  

Research distinguishes between internal and external validity. A study would be 

considered internally invalid if findings or conclusions were drawn incorrectly or if an 

identified correlation was inaccurate (Saunders et al., 2016). There are a number of 

threats to the internal validity of research which were first identified by Cook and 

Campbell (Cook and Campbell, 1979) and then summarized by Saunders and his 

colleagues (2016). For the sake of relevance to our study, we only included the 

applicable ones here.  

Past or recent events can impact the respondents answer in positive or negative ways. 

To identify such cases, we included questions referring to recent experiences with 

outsourcing in our interviews. This way we were able to assess if a response was 

potentially biased due to recent events such as an outsourcing vendor missing an 

agreed deadline. Instrumentation can be seen as a threat to internal validity when the 

research instrument (meaning the method used for data collection) is changed during 

the study. To prevent this, we eliminated the initial idea of developing a survey after the 

interview phase (which would have effectively turned this study into a mix of qualitative 

and quantitative data that would have exceeded its scope) and stuck with interviews as 

our only measurement instrument. We kept the changes to our interview questions to 

a minimum – merely facilitating a more open conversation - in order to ensure 

comparability of the results.  

The external validity of a study discusses whether its findings can be generalized and 

applied to a different group or broader population. As our study follows a qualitative 

approach and consists of data collected from a comparatively small sample, our 

findings do not qualify to be generalized. However, we see no reasons for a different 
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group of participants or a different setting to not yield the same or similar results. Our 

goal was to gain a deeper understanding of what motivates outsourcing among this 

specific subset of entrepreneurs to share relatable insights that can be seen as 

guidelines for the decision-making related to outsourcing within the entrepreneurial 

community.  

To conclude this section, we can summarize that while it is more challenging to argue 

for the reliability and validity of qualitative research than it is for quantitative studies, 

we have reflected on the above-mentioned threats to each of them and implemented 

measures to keep their impact at a minimum. Creating this awareness from the 

beginning helped solidify and support the credibility and trustworthiness of the findings 

presented in this paper.  
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Findings 

In this section, we showcase the results of our research and interviews with 

entrepreneurs. The section follows the same structure as the literature review section 

on outsourcing. Therefore, we start with the motivators and benefits for startups that 

outsource parts of their business and finish with the associated risks and challenges. 

In coherence with that structure, the results of the data analysis were split into two 

tables that contain the themes and the respective quotes on motivators and benefits 

and risks and challenges. The tables can be found in Appendix 3 and 4.  

Outsourcing - motivators and benefits 

Out of all the interviews we have conducted, many of the startups agreed that 

outsourcing has become a no-brainer decision. One of the interviewees described it as 

“not even [...] a conscious decision but rather the obvious thing to do”. This was an 

unexpected finding that was not previously mentioned in the literature. It suggests that 

entrepreneurs in some cases do not have any other choice than to outsource as it 

would not be worth doing everything in-house. Startups face a lot of smaller tasks that 

only require limited time and efforts to solve, making internal recruitment not feasible. 

As a result, they make use of the opportunity to access external resources for a limited 

time or a specified scope of tasks. However, the entrepreneurs did also mention distinct 

aspects that drove these conscious outsourcing decisions and benefits that could be 

derived from it that this section will elaborate on.  

Access to competence  

"If you do not have that competence in your business, you need to go somewhere else." 

– company 1.  

The single most frequently mentioned and elaborated reason for entrepreneurs to 

outsource is access to competence. Because of the often limited internal resources 

and capabilities of startups, they need to seek the expertise and knowledge they lack 

internally. As such, the main driver for entrepreneurs to outsource is accessing much-

needed competence. The most commonly mentioned examples of tasks that 

entrepreneurs outsource are accounting, bookkeeping, and periodic closures. Since 
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these tasks have to legally be accurate and follow the rules and regulations of the 

countries the business operates in, it is considered easier, more secure, and to provide 

more accurate results to source these services externally from experts in the field. 

Company 3 illustrated this: “I do not know the details of how to do accounting and what 

has to be done by law." 

Another example of a task that required expertise not available within the interviewed 

companies is design work for company logos or catalogs. While one of the interviewees 

discovered an interest in design and explained how the company logo means so much 

to him that he designed it himself, most others agreed it was not worth the time it would 

take them to learn and design a logo that could be purchased online from an 

experienced designer at a negligible price. A lack of competence is also common for 

manufacturing companies who often outsource their production as they lack the 

competence and facilities to produce high-quality products. When talking about one of 

his previous ventures, company 8 explained: “I have no background in [producing such 

a product] so somebody else might be able to do it better than me.” As a result, they 

focus on designing, creating and marketing the product while relying on external 

sources to manufacture the products according to their requirements.  

Access to competence also becomes increasingly important with the degree to which 

a startup is niched (meaning tailored to a specific group of people with a distinct need 

or interest). The founder of company 3 once discovered a new software that could be 

used to improve their services and engineering blueprint quality. Therefore, he sought 

after experts in that software to launch a pilot project. Given how specialized the 

business and the software were, he had to source this expertise online from someone 

in Egypt. A few years later, his employees were the first to be certified as experts in that 

software in their country. This demonstrates that entrepreneurs are sometimes forced 

to outsource when requiring very specialized knowledge. Company 2 touched upon the 

same issue saying “if you need to find someone super good at a specific skill, good luck 

finding them locally”.  
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Flexibility 

Startups move and act in a fast-paced environment of uncertainty and change. 

“Sometimes you build something just to throw it away two weeks later because you 

realized that this is not the direction you want to take or it is simply not working.” This 

quote from company 9 exemplifies the dynamics of the entrepreneurial world. In such 

a setting, it is important for startups to retain flexibility in order to address, implement 

and manage changes quickly. In the example of company 7, they modularized their 

supply chain to maximize flexibility. They source plain plastic bags from one supplier 

and the printed labels for them from another. The founder explained how this allowed 

them to react to customer demands and change the recipe without having thousands 

of plastic bags going to waste because of a wrong label: “Some customers complained 

about one of the ingredients so we removed it. We are really flexible when it comes to 

that. That gives us an edge over the competition.”  He later elaborated: "Big brands buy 

everything upfront. They buy hundreds of tons and they have bags printed for years. 

They are not going to change anything. We can constantly change according to our 

customers’ needs." As a result, the flexibility that outsourcing provides startups with 

not only allows them to adapt to changes quickly but it also enables them to serve their 

customers better, giving them a competitive edge.  

Going back to accounting as a previously mentioned example, most of the accounting 

activities can be done with a few hours a week. This workload does not justify hiring a 

full-time accountant internally as the company would end up paying 40 hours a week. 

Being able to source services flexibly as needed is one of the greatest benefits of 

outsourcing. Company 4 completely outsources its technical development to an off-

site team. When they are planning a bigger project, they simply request more 

developers for a limited time. The same works vice versa when the requirements 

become less and they need fewer developers to keep up. Its CEO called this concept 

“development on tap” which symbolizes the flexibility of accessing the external 

resources on demand. Company 2 confirmed this: “You can grow from two to six 

developers very quickly if you want to.” 

Hiring an employee creates a recurring fixed cost that decreases the flexibility and 

burdens the company’s cash flows. Sourcing resources externally provides the 
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companies with the flexibility to terminate outsourcing contracts on very short notice 

in comparison to letting go of an internal employee. Company 2 illustrated this: “If you 

run out of money with an outsourced team, you can just stop them with one or two 

weeks notice whereas if you have employees it is by definition more complicated.” This 

way, they have more control over the company’s financials and are able to “cut any 

outsourcing agreement at any time to prolong [their] company’s lifetime” as stated by 

company 7. Company 9 also experienced that when they ran out of funding during a 

project to analyze their current prototype, which consequently had to be aborted before 

the project’s finalization. 

Many entrepreneurs mentioned that startups are often all about trying out things and 

seeing what works. Company 3 said: “I did not know it would fly so I wanted to try it 

first." Testing, therefore, becomes a part of the motivation to keep a business flexible 

through outsourcing. It provides entrepreneurs with the opportunity to specify a certain 

task and have someone else perform it. That limits any risks to the exact scope of the 

task and keeps the company flexible enough to terminate the cooperation if the idea 

turns out unsuccessful.  

Speed, scaling, and simplicity 

When changes occur quickly and startups constantly adapt their strategies, products, 

and services, speed matters. When working with novel ideas or new trends, it is 

important to be an early market participant in order to secure shares. In the experience 

of our interviewees, hiring is a complex and lengthy process that can take three to six 

months from the decision to recruit to the new colleague’s first day in office. Fast 

access to external resources makes outsourcing an attractive alternative. Company 2 

stated that “you can query someone who can start working for you within a week” while 

company 4 even went as far as to say “I can find someone [...] and probably have them 

on board by Monday” during the interview on Thursday.  

The possibility to overcome a time-consuming hiring process and to access additional 

capacity and expertise on short notice has opened the doors for startups to scale up 

quickly. Company 8 realized this when their product took off successfully and they 
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reached their internal capacity limits so the founder said: “Our needs are increasing 

faster than our capabilities in-house so outsourcing is a good way to scale.”  

Another reason why outsourcing is so much faster and therefore provides a good way 

to scale is the relative simplicity of the process. Company 3 said: “Hiring comes with 

the hassle of screening someone, hiring them and getting them on board; all the HR 

troubles.” These issues can be reduced to a minimum when hiring an external 

consultant. As they are chosen mostly based on their expertise, it limits the efforts 

required to train and onboard them. In case they work for a consultancy, they have even 

been screened and trained by them already. Entrepreneurs always do their due 

diligence when outsourcing, but given the flexibility to terminate the contract if 

expectations are not met, the screening does not have to be as in-depth as when hiring 

a full-time employee. Company 7 emphasized the simplicity that outsourcing can bring 

to a business by stating that “it only took one man to set it all up” when discussing the 

manufacturing process of their products. 

On top of that, outsourcing makes it easier to find the right people to work with as it 

reduces the overall personal requirements towards a colleague. Company 8 

summarized this with the following quote that demonstrates why it is simpler to find 

an external consultant than to hire someone internally:  

“You have fewer dimensions you put requirements on when recruiting 

consultants which means you have a larger pool to choose from. You might have those 

super-skilled developers that are fine to have as a consultant but they are socially 

incompatible so you would not want to have them on your company vacation or the 

strategic planning board. When we hire someone as a consultant, we only care about 

their skillset and quality whereas, with someone full-time, we would need a cultural fit 

and aligning ambitions as well.” 

Costs 

While costs are not the main driver for outsourcing decisions among startups, they still 

play a vital role and most entrepreneurs mentioned cost savings as a benefit of 

outsourcing. Our interviewees differentiated between two kinds of cost savings: The 

savings made leveraging lower costs of labor in other countries as well as the savings 

obtained through bypassing initial setup costs.  
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Startups have outsourced non-critical tasks like logo design and the layout of a service 

catalog to external parties in order to save on costs. Local media agencies would 

charge a significantly higher amount while people abroad can provide a similar quality 

result at a fraction of the price. And even if the quality did not match the one of an 

experienced agency, this is not critical as company 5 realized they “can do it 20 times 

for the price of one delivery in Sweden”.  

Bypassing initial setup costs refers to either the cost of hiring – company 4: 

"Alternatively, you need to go to one of the recruitment companies which will typically 

cost you around 200 000 - 300 000 SEK for a developer." – or to the cost of the 

equipment required for manufacturing or for the delivery of certain services. Regarding 

the latter, company 1 intended to test the attractiveness of one of their decoration 

product ideas by 3D printing a model of it. Due to the high upfront investment for a 3D 

printer, outsourcing to a company that offers 3D printing as a service was the more 

attractive approach. On a similar note, company 5 completely outsourced the recording 

of audio files that are part of their services, saying that he pays someone in Texas “100 

bucks to do the scripts for and recording of five minutes. That is what it would cost me 

to rent a studio in Sweden for ten minutes”.  

Focus on core business 

While startups could learn and perform their accounting themselves, it is not part of the 

core business and as such not part of what generates revenue. Given the limited 

resources within a startup, entrepreneurs want to focus their energy on the core 

activities. Company 6 said: “Most of the times we just need something very confined 

but beyond our main scope. There are things that are not so important that we have to 

learn it ourselves which would take a lot of time so we pay someone to do that specific 

task.” The desire to focus on the core business became especially evident when we 

asked them what they would do differently in the future and they responded that 

entrepreneurs are prone to feeling like they have to do everything. The ones reflecting 

on what they would change put emphasis on focusing on the core activities of the 

business and outsourcing other tasks. For example, while entrepreneurs agree that it is 

good to know and understand the basics of accounting, it is not worth diving in too 

deeply, as it is not part of the core business but merely something that has to be done. 



32 
 

Company 3 summarized this in a simple way: “You want to grow and go for the 

business that makes you money. Accounting does not make you money.”  The founder 

of company 8 previously created other startups and has already internalized this 

approach as a result of his experience: “I could do the formatting of a catalog but it is 

not my key skill so I would rather send it off to someone, pay 50$ and get it back when 

it is done rather than me putting in a couple of hours a week.” 

Piggybacking suppliers 

Outsourcing to an established vendor also comes with the benefits of the vendor’s 

scale. Especially when it comes to product manufacturing, some industries have strict 

regulations and require certifications of the production facilities. Using an external 

supplier comes with the advantage that those manufacturers already have the 

certificates required for producing the product. Company 8 noted that “you need all 

kinds of licenses to make [our product]. We did not have the capacity, capital or 

knowledge to do that ourselves”. Similarly, company 7 values fresh ingredients for their 

consumables but would struggle with the minimum order quantities for each of them. 

Making use of a supplier that already produces in large quantities gives them access 

to the production of fresh, high-quality products at low quantities.  

In addition, making use of external suppliers also limits a startup’s liability. If something 

was wrong with the product, the manufacturer could be held accountable. Given that 

company 7 produces consumables, they are very aware of this benefit: “You pass on 

liability. If someone eats this and dies then it is not our fault. The manufacturer is 

responsible for the products. They give us warranty which for a young company is 

crucial.“  As a consequence of this opportunity to pass on liability, the founder of 

company 5 also regularly asks himself whether there are things they could do 

somewhere else “because you push the risk to someone else”.  

New opinions 

One of the less anticipated but present benefits of outsourcing is the access to new 

opinions and mindsets that three of our interviewees mentioned. With startups mostly 

having very few internal employees, there is only a limited amount of different opinions 

within the company. Company 4 noted that through outsourcing, they “can have people 
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with other outlooks”. Hence, it provides access to different ideas and perceptions of 

existing processes that can improve the ongoing business as a side-effect. Company 

5 even views this access to new ideas as an active driver for outsourcing and explained 

that especially at the beginning “ten or twenty bucks will get you a lot of ideas from 

people” so rather than using outsourcing for services or business activities, he paid 

people to brainstorm ideas.  

Outsourcing - risks and challenges 

In this section, we present our findings related to the perceived risks and experienced 

challenges that our nine entrepreneurs identified.  

When asked about the risks of outsourcing, seven out of nine entrepreneurs said that 

they perceived very low risk or no risk at all related to their outsourcing endeavors. The 

reasons for that were based on three factors: cost, quality, and trust.   

The most common argument was that the risk was low due to the small amount of 

money they were paying for the service or product. This was clearly a small risk they 

were willing to take, arguing that it is worth it because of the experience and knowledge 

it provides about outsourcing in general, or as company 5 put it: “Even if it is not the 

best thing you ever got, you still get answers to some questions. It teaches you about 

the market so I think it is very good to do experimental wise.”   

While some view it as experimental, other entrepreneurs saw outsourcing as a way to 

reduce the risk associated with establishing an in-house production or operation. 

“There was no risk in outsourcing that. Rather the opposite. We could ensure quality by 

doing it with professionals.” - company 8 

Lastly, one other common explanation for the lack of perceived risk was the trust that 

many felt towards their service providers, such as development companies, individual 

people or the freelancer platforms such as Fiverr.com and Upwork.com. This trust was 

usually based on the reputation of the provider's previous experience and portfolio. As 

company 2 stated: “When you sign up for UpWork, you can look at the references of 

who you want to hire and UpWork deals with the financials and protects both parties 

by making sure the work is delivered and the freelancer gets paid.” Company 9 
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meanwhile met directly with the person doing the development as a way of establishing 

a sense of trust in the provider.  

Even though a majority of the entrepreneurs perceived very little risk with outsourcing, 

they did mention some challenges that could potentially cause problems or damage 

the company and its existence.  

Quality  

All of the nine entrepreneurs recognized the risk of receiving low-quality products or 

services, not liking the product or service, or not receiving anything at all. The quality 

control could often be difficult because of the physical distance that comes with time 

differences, language barriers and the overall distance between the provider and the 

receiver. Company 1 mentioned: "They could have taken my money and said, well, we 

are in China, we are not going to help you. What could I even do then?” Despite this 

concern, company 1 considered outsourcing its logo design a success, although a 

lucky one.  

Out of nine companies, only one expressed dissatisfaction with the service they had 

received from a freelancer on the platform Fiverr.com. In this example, company 6 

outsourced the design of a logo for 5$, but as company 5 said: "You cannot expect 

magic for 10$.” The same turned out true for this 5$ investment, causing the company 

to be largely dissatisfied with the results they received. Despite this negative 

experience, however, company 6 was and still is positive towards outsourcing as other 

outsourcing projects have been more successful. According to company 5, the 

“experience has been that people are not hustling you, it is rather that people 

sometimes show much more competence in their ad than they can actually deliver”. 

The founder of company 8 argued that people working on an outsourced project can 

lack attachment to the performance of the company buying the service due to the short 

duration of the employment. Since there is no real incentive to care for the company 

buying the products or services, they feel less inclined to spend more time working on 

the project, which could lead to a product or service with lower quality. The person 

continued: “Since incentives are more short-term, you might get someone who does 

not build for the long-term but just for the project whereas if you have someone who 
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has to live with the code for the coming 5 years, that person might put more time into 

writing better code.” 

Quality, therefore, is not a guarantee in outsourcing, but the majority of the 

entrepreneurs also recognize that quality is not guaranteed with hiring either. As 

company 4 stated: “One of the risks is not performing, but you get that when you are 

hiring someone as well.” Hiring can, therefore, be a long and expensive mistake, 

according to company 4. With outsourcing, companies have much more flexibility when 

hiring external providers. They can remove service providers that do not meet their 

demands, ask for specific knowledge and adjust the workforce according to the 

workload. That does not apply in the same way for employees as it is quite difficult for 

companies to fire employees or redistribute them throughout the company. Company 

2 summarized: “You always have the risk of bad quality but with outsourcing, you can 

get rid of it much faster." 

Finding the right people 

It is difficult for entrepreneurs to find the right people to outsource to. There are multiple 

factors to take into consideration which are related to the partnerships entrepreneurs 

establish with companies that provide them with the services needed to operate, as 

well as people that are brought into the company via outsourcing companies. One of 

these aspects is getting a hold of companies that can actually provide the service 

needed. A significant number of entrepreneurs viewed themselves as lucky that they 

were able to find people that could provide them with products or services with the 

desired quality. One of those companies was company 4.   

“We have had so much luck with these guys, because finding a development 

company was not easy at all. That was actually one of my main concerns revamping 

the company. Would we even be able to find the right developer company considering 

the fact that they are in such high demand? About half the people I contacted never 

picked up the phone.”  

An obstacle that many entrepreneurs find is the lack of skilled people available on the 

market. Many of the highly skilled people are already working at established and “cooler 

firms”. Company 4 noted that when startups do find talented people, they face the risk 

of losing them to these firms that have the ability to lure talented people away from 
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other firms with better offers. "You have the problem of people switching jobs. For 

example, it could make economic sense to hire a developer or two but if these guys get 

a better offer from Spotify and they decide to quit then we are alone and nothing would 

happen for six months. That would be devastating for a company like us.” A similar 

concern was shared by company 5 who expressed difficulties in finding an affordable 

and compatible team, especially people who are willing to put in the effort.    

Several founders also expressed the importance of being able to find trustworthy 

people. Trust with partners was vital, according to company 7, as they relied on services 

provided from abroad. Even though many interviewees did not use the word trust, they 

still saw the potential risk in choosing the wrong provider which according to the 

majority of the entrepreneurs could be severe. In the worst case scenario, choosing the 

wrong person or company could result in “internal hacking” which refers to a person 

who destroys the company from the inside, either by conscious or unconscious 

sabotage, such as criminal activity or ignorance, respectively. Another scenario 

presented by company 4 was the potential risk of the outsourcing provider not 

providing the service, either because of internal problems within the outsourcing 

company or because they drop the project in favor of a bigger, more important project 

with another customer: "One thing that could potentially happen is that the company 

you outsource to would drop you because they got a multi-million dollar project and 

they do not have time for you anymore. You cannot argue with that business logic." 

Culture and communication 

The theme of culture and communication is an element that could potentially cause 

problems especially for companies outsourcing operations abroad. According to 

company 5 and 7, by putting outsourced processes in countries where the 

entrepreneurs have previous experience and knowledge, they were able to minimize 

both the cultural and linguistic distance. As one founder said: “If I had a manufacturer 

that would make the same product for the same price in Asia and in my home country, 

I would still choose my home country, 100%. As it is my home country, I speak the same 

language and I understand the regulations and laws. That is a big factor.” Company 3 

contributes to this statement by offering a different perspective. “Although I think my 

English is quite good, it is still not my native language and the outsourcing contact was 



37 
 

Egyptian so I imagine there might have been a few things that got lost in translation.” 

These statements show how entrepreneurs perceive language barriers and cultural 

differences as a challenge when outsourcing to different countries.  

Control  

“You need to know if you shot yourself in the foot or in the heart when you do 

something.” - company 5.   

One major factor that was not mentioned as a risk in the literature is control. A majority 

of the entrepreneurs touched upon the importance of establishing control, both over 

the operations and also the intellectual property that is of most value to the startups. 

Especially companies within the service and tech industry like company 4 emphasized 

the importance of knowing what you need to protect: “You need to control in-house 

staff as well, but control here is on a different level and I would not call it a risk but it is 

a chore.” By outsourcing vital skills and knowledge in relation to intellectual property, 

companies are left vulnerable to imitation, which according to company 2 is also a big 

warning sign for investors: “Investors do not want all your intelligence to be 

outsourced.” Because of this, many entrepreneurs took measures to ensure that 

valuable processes and information were protected, either by being able to cut the 

providers access to it or by providing backups in case of any emergencies. One of the 

companies requires the provider to do regular cloud updates according to the founders' 

specifications, which would allow the founders to cut the providers access to the code 

at any given time. Another company regularly requested their accounting provider to 

send a specific file that would allow them to give all of their accounting information to 

another accounting firm in case of any crisis. Lastly, company 9 signed NDA’s (non-

disclosure agreements) to protect the company’s intellectual properties: “For the 

students and the people we have around us we have NDA’s in place so we can mitigate 

the risk." However, the data shows that the entrepreneurs agree that these risks are 

manageable and that certain measures can be applied to reduce the level of risk and 

the impact of a potential breakdown.   
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Lack of experience 

The entrepreneurs that had previous issues with outsourcing pointed out the role that 

inexperience plays in outsourcing decisions. The lack of experience could 

unnecessarily prolong the outsourcing process and create long-lasting issues for the 

company. Three companies expressed that it could have significant impacts on the 

performance of an entrepreneurial venture. For example, company 4’s inexperience 

resulted in them pitching a project that lacked sufficient information. The lack of scope 

provided to the outsourcing company, in turn, resulted in severe delays for the project: 

“We were not experienced enough to give them a good pitch, and they honestly did not 

take it seriously enough initially because they did not grasp the scope of what we were 

doing. We lost probably two to three months initially and those two to three months in 

some sense still haunts us a little bit.” 
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Discussion 

In this section, we link the previous research to our own findings in order to discuss the 

similarities and differences and draw conclusions about the implications of our findings 

while acknowledging the limitations of this research. Our study shows that 

entrepreneurial ventures share many of the same motivations to outsource as SME’s 

and larger companies. They are motivated by access to competence and resources, 

flexibility and cost savings. However, startups assign different priorities and have 

different perspectives on each of these aspects compared to other companies. 

Outsourcing - motivators and benefits 

Cost reduction 

Generally, cost reduction is considered the most common motivator for outsourcing 

within larger firms according to existing literature (Gonzalez et al., 2005; Murphy et al., 

2012). In contrast, none of the entrepreneurial ventures mentioned cost reductions as 

the main motivator. In fact, some did not even mention costs at all unless explicitly 

asked for. On the contrary, one entrepreneur even said that he does not consider money 

an issue but rather the lack of time. So while cost savings do play a role in a startup’s 

outsourcing decision-making, entrepreneurs have a different perspective on them. 

They see the benefit rather in the flexibility of an outsourcing agreement as this can be 

terminated on short notice. In comparison to hiring staff, this allows startups to flexibly 

control and limit their expenses. This was mentioned more commonly than the plain 

benefit of saving money through lower cost of labor when outsourcing.  

Access to competence 

Instead of cost reduction, startups consider access to competence and resources the 

most relevant driver for their outsourcing decisions. While this is in line with previous 

literature mentioning access to competence as a motivation that is especially relevant 

for smaller companies (Bøllingtoft and Ulhøi, 2005; Bustamante, 2018; Musteen and 

Ahsan, 2013), larger companies can also benefit from it by accessing resources or 

markets that would be difficult to obtain or access naturally (Bustamante, 2018; 

Gonzalez et al., 2005; Llopis et al., 2010; Musteen, 2016; Musteen and Ahsan, 2013; 
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Roza et al., 2011). This is however focused on the access to newer technologies and 

different markets while startups are more motivated by the simple necessity to access 

skills they lack internally due to the limited amount of resources and employees within 

the company. Again, this shows that startups and larger companies share similar 

motivations but tend to have different perspectives or reasons behind it.   

Flexibility 

A third and last motivator for outsourcing that startups have in common with SMEs and 

larger firms is flexibility. The literature mentions flexibility in reference to technological 

needs that can unnecessarily bind resources to the development of technology that 

might soon be outdated (Clark Jr. et al., 1995). Sourcing this technology externally will 

keep the business more flexible and allow it to focus on its core activities. Additionally, 

outsourcing routine or administrative tasks can free up internal resources. Startups 

also have another view on increasing flexibility by outsourcing. They value the 

possibility to flexibly increase or decrease capacity (the phenomenon that company 4 

called “development on tap” ) and to get smaller tasks done without hiring additional 

staff. This allows them to flexibly adapt to the needs of the company and the 

requirements of its customers. This benefit is less apparent within larger companies as 

they can, depending on their size, temporarily shift focus internally in order to deal with 

unexpected tasks without having to hire additional workforce.  

Speed and simplicity 

The last of the three most significant motivators for startups to use outsourcing is not 

mentioned in the context of larger companies. It is the speed at which external 

resources can be hired. In a fast-paced environment of constant changes, many 

entrepreneurs complained that traditional hiring processes can take up to six months. 

Outsourcing gives them the opportunity to increase internal capacity within less than a 

week when needed and also to reduce it equally quickly. In addition to that, the 

simplicity of hiring external resources was frequently noted as beneficial by the 

entrepreneurs. As such, having fewer requirements towards external resources makes 

it easier to find suitable ones and the flexibility to end an outsourcing agreement on 

shorter notice lowers the required due diligence from the entrepreneur in comparison 
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to a regular recruitment process. These benefits were not mentioned in the existing 

literature, making them factors that are exclusive to startups. The reason for that could 

be that larger companies tend to outsource bigger tasks or entire processes and finding 

a team to perform these in a comparable way is presumably more challenging than 

finding a provider for a one-time task.  

New opinions 

Another aspect that has not been mentioned in previous literature but motivates 

entrepreneurs to make use of outsourcing is the concept of collecting new opinions 

and ideas. While larger companies have experienced innovation and new ideas as an 

unintentional side effect of outsourcing, some entrepreneurs use it deliberately for that. 

As such, company 5 explained that a small investment can generate a large amount of 

brainstormed ideas and another slightly bigger investment could take one of the better 

ideas to the next level. Hence, this company has actively paid external parties for idea 

generation which is something that has not yet been seen in previous outsourcing 

literature.  

Outsourcing - risks and challenges 

No perceived risk 

When it comes to risks and challenges of outsourcing, our most surprising finding was 

that many of the entrepreneurs did not perceive any risks when making their 

outsourcing decisions. In contrast to that, every article on outsourcing among SMEs or 

larger firms mentioned distinct risks they associated with outsourcing. Startups do not 

have that perspective because of the risk being non-existent but rather because the 

alternative is perceived as even riskier. Firstly, when the other option is to hire someone 

internally, entrepreneurs fear being stuck with fixed costs and the chance of drastically 

changing demands or requirements. The labor laws of many countries make it difficult 

to remove employees that are no longer needed, leaving the startup with major 

expenses that could better be used elsewhere or might even lead to bankruptcy. 

Secondly, startups often do not have the skills, qualifications or experience to perform 

certain tasks in-house (common examples being accounting and design work), making 

outsourcing to external parties that do have them the better alternative. This is because 
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the entrepreneurs expect better quality and more accurate results in comparison to 

attempting to do it themselves.  

Quality 

Despite many entrepreneurs not perceiving any risks initially, others mentioned a list of 

anticipated risks and encountered challenges. One of the most mentioned risks of 

outsourcing concerns quality. SMEs and large corporations often outsource parts of 

their operations to increase the quality and effectiveness of their operation 

(Bustamante, 2018; Gonzalez et al., 2005; Llopis et al., 2010; Musteen, 2016; Musteen 

and Ahsan, 2013; Roza et al., 2011). This is something that company 7 was able to do 

by outsourcing their manufacturing to an experienced supplier. 

However, quality is not always guaranteed due to the possibility of the provider not 

meeting the customer’s expectations (Di Gregorio et al., 2009; Fan, 2000; Llopis et al., 

2010; Musteen, 2016). Many entrepreneurs identified the potential risk of paying for 

low-quality products or services that they might not be able to use. Despite that, they 

still felt positive towards taking that risk as the costs were so low that they could afford 

to lose the money.  

Additionally, company 1 and 5 emphasized the learning effects of outsourcing that 

caused them to consider it worth the risk of losing a bit of money. The entrepreneurs’ 

willingness to take this risk could be related to the fact that most of them were not 

outsourcing vital parts of their business but only the creation of general ideas or a logo. 

These processes do not impact the company’s core business, which reduced the 

perceived risk of outsourcing them.  

On the other hand, when SMEs or larger companies outsource parts of their operations, 

the scope is usually bigger which leaves less room for experimentation and a higher 

emphasis on quality. The same applies to company 7 that outsourced the 

manufacturing of their products. They were very aware of the possible risks with 

outsourcing this core part of their consumables business. As a result, they put a lot of 

emphasis on finding the right outsourcing provider.   
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Intellectual property 

Another particularly interesting finding we uncovered: startups fear nothing more than 

losing their intellectual property. While this risk was briefly mentioned in the literature 

on larger companies as well, it does not receive the same amount of attention. The 

literature focuses on the risk of outsourcing strategic processes and losing control and 

expertise of them in the process. Instead, the entrepreneurs are concerned about losing 

their unique selling points when external parties get a hold of critical information on the 

startup and its operations. This is mainly due to the fact that startups are often based 

around one innovative idea for a service or product that when stolen and copied by 

someone else could significantly damage the company and take away its strategic and 

competitive advantage. Due to the small size of a startup, outsourcing any task within 

the operations can risk a leak of information as every part is interlinked with each other.  

In summary, our research made it evident that entrepreneurs have a very different 

perspective on outsourcing and as a result use it for different purposes than larger 

firms.  

Limitations 

In this section, we elaborate on the study’s limitations that have surfaced and require 

acknowledgment.  

The first limitation of this study concerns the geographical area in which it took place. 

Due to our limited time and budget, we only conducted interviews with companies 

based in the co-working spaces at BASE10 in Uppsala and SUP46 in Stockholm. This 

choice might have yielded information about startups’ perspectives specific to only that 

area, thus missing unique perspectives from startups located in other parts of the 

country. One of the findings that are implicated by this is flexibility as a motivation to 

outsource. In our interviews, many entrepreneurs mentioned that it was difficult to 

remove internal employees in Sweden which made outsourcing an attractive, more 

flexible alternative. This is based on the local labor laws in Sweden and might not apply 

the same way in other countries. The same is true for cost reductions as a motivation 

to outsource. As the cost of labor is high in Sweden, it is easy for companies to 
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outsource to countries with a lower cost of labor. Hence, these findings might not be 

applicable in countries with different labor laws and lower wages.    

The second limitation is regarding the sample size of this study. While the methodology 

literature considers 12 interviews as an appropriate sample size, we were only able to 

conduct nine due to time constraints and cancellations. This limited sample size makes 

drawing generally applicable conclusions difficult. However, the data we collected from 

the interviews reached a state of saturation that suggested that conducting further 

interviews would not yield any further findings. Moreover, our study followed an 

exploratory approach with the focus on in-depth experiences. As such, the aim was not 

to find generalizable facts (which typically requires quantitative methodology) but to 

collect rich data on the entrepreneurs’ perspectives on outsourcing which we did 

successfully.  
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Conclusion 

With our thesis, we set out to research what motivates entrepreneurs to outsource and 

which benefits, risks or challenges they encounter during the process. This study, 

therefore, contributes to the existing literature on outsourcing by providing an 

entrepreneurial perspective on the topic. Being filled with other entrepreneurs’ 

experiences, this study can help startups with their outsourcing decisions by showing 

the potential benefits while pointing out the risks and challenges that others have faced 

and how to mitigate them.  

Revisiting our first research question about entrepreneurial motivations to outsource, 

this study has demonstrated that while startups and larger companies on the surface 

appear to have similar reasons and perceive common benefits of outsourcing, startups 

clearly have a different perspective on the individual aspects and their priorities. While 

the majority of SMEs and larger firms focus on cost reductions as the main driver for 

outsourcing, startups primarily use it to access competence they do not have in-house. 

Outsourcing provides them with a way to make use of other people’s expertise to 

achieve better quality and gives them access to additional working capacity on 

demand. This is especially important and beneficial for startups since they work in 

uncertain environments of constant change that require them to stay flexible and able 

to adapt quickly. 

Concerning the risks and challenges that come with outsourcing, the most intriguing 

finding of this study was the lack of risk perceived by the entrepreneurs. While all 

previous literature on outsourcing mentions a list of risks, in most cases, the 

entrepreneurs considered it a better option than doing it internally and saw little to no 

risk except for the loss of a small investment. As a result, it was considered less of a 

conscious decision but rather the obvious thing to do - a no-brainer. The main risk 

startups did consider was the loss of their intellectual property. As most entrepreneurial 

ventures are built around an innovative idea, intellectual property is their most valuable 

asset. To avoid losing it, they implemented safety precautions like NDAs, cloud 

backups, and removable access to the code stack.  
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Overall, all interviewed entrepreneurs have a very positive attitude towards outsourcing 

with most of them considering to increase their efforts in that direction.  

Entrepreneurial outsourcing 

On top of providing entrepreneurs with a guide full of outsourcing experiences, our 

thesis also makes a theoretical contribution to the literature. The study has shown and 

discussed how every aspect of outsourcing within startups differs from the 

outsourcing endeavors of larger companies in terms of perspectives and priorities. We 

believe that many of these perceptions are driven by the conditions that startups work 

under. They work with very limited resources under conditions of high uncertainty and 

constant change which makes outsourcing a necessity rather than an optional 

business strategy. As a result of these conditions, this concept deserves to be viewed 

as an individual field of research that we call “entrepreneurial outsourcing”. To create a 

foundation for future research, we offer the following definition of entrepreneurial 

outsourcing:  

Entrepreneurial outsourcing is the concept of flexibly adjusting a startup’s access to 

competence, resources, and capacity according to rapid internal or external changes 

by sourcing products or services from external providers. 

This thesis makes an initial step and contribution to that field by exploring the 

motivations, benefits, challenges, and risks of outsourcing within startup companies. 

Due to the relative newness of this concept and the limited literature on outsourcing 

within startups, there is a wide range of opportunities for future research, some of 

which we suggest in the next and last section. 

Future research 

To further develop entrepreneurial outsourcing research, it would be interesting to 

research the same topic in countries with a different setup in terms of labor laws and 

cost of labor in order to mitigate the geographic limitation of this study. Since flexibility 

and cost reductions were some of the main motivations for outsourcing among 

startups in Sweden, we wonder if the same holds true for other countries. This would 

be especially interesting to investigate in one of the western world’s most commonly 
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targeted countries to outsource to in eastern Europe, Asia or Indonesia. Do many 

companies there make use of outsourcing? What are their main motivations? What 

types of benefits, risks, and challenges do they perceive as part of the process? 

Answers to these questions could help the local entrepreneurs in their outsourcing 

decision-making process. 

Due to the small sample size and the qualitative research approach of our study, the 

findings cannot be generalized for the entire population. In consequence, it would be 

valuable to perform a study with the same topic in a quantitative setup. Doing so would 

allow the researchers to test which variables have an influence on the entrepreneur’s 

outsourcing decision-making process. Are they correlated to the age or size of the 

company? How does previous outsourcing experience influence the decisions? Which 

role does the company’s budget play?  

Lastly, there is another gap in the research when it comes to entrepreneurial insourcing. 

Our study showed that entrepreneurs primarily like to focus on their core activities and 

consider the other ones for outsourcing. But how do entrepreneurs identify what their 

core activities are? During the interview, company 9 mentioned that entrepreneurs tend 

to have an urge to do everything themselves. So how can they distinguish between core 

activities and supplementary tasks? Company 2, being a tech company, outsourced 

their entire development. Their investors, however, do not like that the majority of 

intellectual property is outsourced. As a result, company 2 is currently trying to insource 

the development again. What motivates startups to insource previously outsourced 

activities again? Why did they initially outsource them? And what are the benefits and 

risks of having the core activities in-house?  

Overall, we hope that researchers recognize the importance of entrepreneurial 

outsourcing as a research field and that they will continue to explore and elaborate on 

our findings in the future.   
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Appendix 

Appendix 1: Research setting 

This Appendix provides background information on the country the study was 

performed in. While this creates a better picture of the context, it is not required to 

understand the approach and results of the study and was therefore moved to the 

Appendix.   

Today, Sweden is considered as the startup center of Europe (Davidson, 2015; O’Brien, 

2018). Sweden has produced some of the world’s most famous startup companies, 

such as Spotify, Skype, Epidemic Sound, Soundcloud, Klarna and many more. Sweden’s 

capital Stockholm produced the second highest number of billion-dollar startups per 

capita after Silicon Valley (Davidson, 2015; Semuels, 2017). Swedish startups also have 

a higher survival rate and faster growth compared to other countries (Calvino et al., 

2016). Since the ’90s, Sweden has seen a significant rise in the number of self-

employed people (Box et al., 2014) and newly registered companies have increased by 

12.5% between 2013 and 2017 (Karnell, 2018). But what made Sweden into the startup 

capital of Europe? In this part, we will elaborate on how Sweden became a popular 

home for startups.  

The history of Sweden’s economy - from poor to rich, from agriculture to tech 

At the start of the industrial revolution, Sweden was economically behind compared to 

western countries such as England, northern France, Belgium, Netherlands, and parts 

of Germany. The Swedish economy was at the time heavily dependent on agriculture. 

Swedish cities were small, living standards were low and the country had barely any 

GDP growth during the 18th century. Before 1750, the population mostly consisted of 

peasants and their family members, who would take over their parents’ farms in the 

near future. This started to change with the industrial revolution (Schön, 2012).  

Sweden first started to experience sustainable growth during the 19th century, which 

was kicked off by new innovation in the agricultural sector. This innovation later 

sparked a greater need for transport for the increased production of agricultural goods 

which lead to investments in new technology.  Around 1837 Sweden’s industrial sector 
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surpassed the agricultural sector in regard to production for the first time. The 

industrialization changed the demographic landscape drastically and by the 1900s the 

working class became the biggest and strongest social group in Sweden, which 

increased the demand for social welfare reforms. Under the Social Democrats and the 

Liberal Democrats, these ideas were adopted and oriented towards a policy that took 

responsibility for social insurance and welfare systems. This rapid growth had made 

Sweden one of the most advanced countries by the beginning of the 20th century in 

Europe (Schön, 2012).  

Fast forward to the period 1970-1990, Sweden had experienced several economic 

crises. Their economic policy during the period 1900-1980 regulated businesses 

heavily, which made businesses less flexible and less able to adapt to economic 

changes. People also lost incentives to work due to the low wage spread (Schön, 2012). 

In the ’90s a financial crisis hit (Schön, 2012; Semuels, 2017) which was simply put, 

caused by overlending by the Swedish Banks (Englund, 1999). Unemployment spiked 

and growth was slowing down significantly. But this crisis would be the beginning of 

the startup scene in Sweden.  

In order to jumpstart the economy, the Swedish government made deregulations in the 

taxi, communication, electricity, railway, and domestic air travel industry in order to 

increase competition. Competition between these new entrants helped lower prices 

and attract more customers (Schön, 2012; Semuels, 2017). These deregulations were 

combined with new market reforms. The reforms made it easier for people to start 

companies and to push inefficient legacy companies out of the market. They also 

blocked big mergers and anti-competitive practices. This made it easier for small 

companies to enter and operate on the Swedish market. The government also lowered 

the bar on foreign ownership. This meant that international firms could acquire 

Swedish companies, thus further incentivizing people to start businesses in Sweden 

(Semuels, 2017). In addition, the government lowered the corporate income tax from 

around 50% to around 30%. Today the corporate tax rate sits at around 22%. They also 

lowered or removed other personal taxes which created more incentives for people to 

reinvest their profits into the Swedish market. Around this time, angel investors started 
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to appear on the Swedish market (Semuels, 2017). As a result of these changes, there 

are now many incentives for people that want to start a business in Sweden today.   

These tax breaks, reforms, and incentives coincided with the technological revolution 

of the ’90s. The government made a significant investment in digital infrastructure that 

made Swedish internet one of the fastest in the world. It also incentivized people to get 

personal computers allowing large portions of the population to get connected to the 

Internet. Thus, the door for digital entrepreneurs was opened, enabling Swedish 

startups to think and act globally. But, to actually become successful, these companies 

had to expand from the small Swedish markets to seeking customers internationally, 

which contributed to Sweden’s reputation abroad as a startup hub (Davidson, 2015; 

O’Brien, 2018). This success has contributed to the increase in funding obtained by 

Swedish startups (Davidson, 2015). In 2017, 422 startups managed to raise 1.2 billion 

dollars of investments, which was twice as much as in previous years (O’Brien, 2018).    

Some attribute Sweden’s success to the country’s welfare system. Sweden has a 

strong social safety net, free education, and free healthcare, making many 

entrepreneurs feel more comfortable in taking big risks (Davidson, 2015; Semuels, 

2017). 

To sum up this section, we argue that the context in which Swedish entrepreneurs 

navigate sets them apart from entrepreneurs in other countries. The Swedish system 

allows entrepreneurs to feel comfortable in taking risks and the country's infrastructure 

allows for outside communication with markets and suppliers from all over the world. 

This in combination with Sweden’s high cost of labor and high taxes on products and 

services (Solis and Galvin, 2012) makes for a good foundation for companies to 

consider outsourcing as a business strategy.  
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Appendix 2: Interview guide 

This Appendix contains the initial version of our interview guide. It includes all the 

questions we deemed helpful to collect the data we needed to answer our research 

question. As mentioned in the methods section of this paper, we adjusted our approach 

towards a more open conversation. As a result, many of these questions became 

obsolete as the entrepreneurs touched on most of the topics while responding to the 

question of why they outsourced a certain activity. Hence, we used these questions to 

fall back to in case the entrepreneur left out any details. 

Warm-Up & General Questions 

o Who are you?  

o What is your background? 

o What does your company do?  

o How old is the company?  

o How many employees do you have?  

o What did the journey of this company look like from when you first started until 

now?  

Motivation 

o Have you ever sourced any part of the business from an external party? 

o What was it?  

o How did you decide to outsource this?  

o Why did you outsource this?   

o Who did you outsource to?  

o How did the process look from deciding to source it to finding the 

vendor to provide the service?  

o Were your expectations met when you outsourced this?  

o Are you still using the provider’s services?  

o Did you have any previous outsourcing experience before making this 

decision?  

o What did you outsource? 

o How was that experience?  
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o How did this influence your decision to outsource again? 

Benefits 

o What was the biggest benefit you obtained through outsourcing? 

o What other benefits did you get from it?  

o What was your best experience with outsourcing?  

o Has outsourcing allowed you to do something that you would have not been 

able to do without?  

Risks & Disadvantages 

o What was your biggest fear/risk before outsourcing? 

o What was your worst experience with outsourcing? 

Conclusion  

o Would you describe your outsourcing experiences as overall positive or 

negative? 

o Would you recommend outsourcing to a friend? If so, why?  

o What did you learn from your outsourcing endeavors?  

o What would you do differently in the future?  
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Appendix 3: Data on motivators and benefits 

Theme Quotes 

Access to competence 

o "If you do not have that competence in your business, you 

need to go somewhere else." - Company 1 

o “If you need to find someone super good at a specific skill, 

good luck finding it locally.” - Company 2 

o “I do not know the details of how to do accounting and 

what has to be done by law." - Company 3 

o “I found a new software I wanted to use and I needed 

expertise on the software so I outsourced it and asked the 

people who did it to teach me how they did." - Company 3 

o “This software is not widely used in our country. We were 

the first ones there obtaining the certificate that shows we 

are good at this software. So there is no one to look for 

there.” - Company 3 

o “You gain access to products, to distributors and to other 

knowledge you would not have otherwise tapped into.” - 

Company 7 

o “It is really complex, really costly and you need experts who 

can develop the product with you." - Company 7  

o “I have no background in [producing such a product] so 

somebody else might be able to do it better than me.” - 

Company 8 

o "We outsourced the analysis because we wanted to pay 

someone for their experience." - Company 9 

Flexibility 

o “If you run out of money with an outsourced team, you 

can just stop them with one or two weeks notice whereas 

if you have employees it is by definition more 

complicated.” - Company 2 

o “You can grow from two to six developers very quickly if 

you want to.” - Company 2 

o “I did not know it would fly so I wanted to try it first." - 

Company 3 
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o "You have the problem of people switching jobs. For 

example, it could make economic sense to hire a 

developer or two but if these guys get a better offer from 

Spotify and they decide to quit then we are alone and 

nothing would happen for six months. That would be 

devastating for a company like us.” - Company 4 

o “Should the company not perform I can turn back, find 

someone else and probably have them on board by 

Monday." - Company 4 

o “If I were to hire someone, I would need to go through the 

process of finding the person, hiring the guy, and making 

sure that the person stays on board. Also, I would have a 

problem if we realized that we needed a break in 

development for a couple of months and just consolidate. 

What would that guy do then? Outsourcing gives me 

development on tap which I like.” - Company 4 

o “Since we are a young company, we have limited 

investments to make. We cannot invest 70 000 - 80 000 € 

in just products. We want to invest 15 000€, and then 

another 15 000€ and in total it might be more expensive 

but we have time to generate cash within that period.” - 

Company 7 

o "Big brands buy everything upfront. They buy hundreds of 

tons and they have bags printed for years. They are not 

going to change anything. We can constantly change 

according to our customers’ needs." - Company 7 

o “If you have a lot of fixed cost that can lead to trouble, but 

if you make sure you do not have any fixed cost and that 

you do not burn any money, you can cut any outsourcing 

agreement at any time to prolong your company's 

lifetime." - Company 7 

o “Some customers complained about one of the 

ingredients so we removed it. We are really flexible when it 

comes to that. That gives us an edge over the 

competition.” - Company 7 
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o “Sometimes you build something just to throw it away 

two weeks later because you realized that this is not the 

direction you want to take or it is simply not working." - 

Company 9 

Speed 

o “You can query someone who can start working for you 

within a week whereas recruiting can take three to six 

months before the person is able to start.” - Company 2 

o “Why would I try to learn how to do something and then 

take half a year to do it if I could just get someone to do it 

within a week while I could work on growing the business?” 

- Company 3 

o “I could call the development company and say that I need 

another person. Otherwise, I would have to tell my 

developer “learn this”. Outsourcing just makes it so much 

easier.” - Company 4 

o “One of the reasons why we use plain bags is to keep 

flexibility. With this, we can launch a new product within 

four weeks.” - Company 7 

o "We did not have the time to learn front-end development.” 

- Company 9 

Scaling 

o “20 years ago when I had my first startup, outsourcing did 

not exist yet and it was really difficult to scale up. The 

reason that startups are able to scale up quickly these days 

has a lot to do with the possibilities to outsource.” - 

Company 2 

o “Our needs are increasing faster than our capabilities in-

house, so outsourcing is a good way to scale.” - Company 

8 

Simplicity 

o “Hiring comes with the hassle of screening someone, hiring 

them and getting them on board; all the HR troubles.” - 

Company 3 

o When talking about the production: “It only took one man to 

set it all up.” - Company 7 
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o “You have fewer dimensions you put requirements on 

when recruiting consultants which means you have a 

larger pool to choose from. You might have those super 

skilled developers that are fine to have as a consultant but 

they are socially incompatible so you would not want to 

have them on your company vacation or the strategic 

planning board. When we hire someone as a consultant, 

we only care about their skillset and quality whereas with 

someone full-time, we would need a cultural fit and 

aligning ambitions as well.” - Company 8 

Costs 

o "Sweden is expensive, especially when you are doing it 

yourself. It is hard not to see the benefit of getting a part 

that is ten times cheaper." - Company 1 

o "It is technically cheapest if I do it myself but it costs my 

time and if you consider what an hour of my time is worth, 

it would be so much more expensive to do it myself than to 

outsource it." - Company 3 

o “It is much easier and also cheaper to outsource small 

tasks rather than hiring someone full-time.” - Company 4 

o "Alternatively, you need to go to one of the recruitment 

companies which will typically cost you around 200 000 - 

300 000 SEK for a developer." - Company 4 

o “He takes 100 bucks to do the scripts for and recording of 

five minutes. That is what it would cost me to rent a studio 

in Sweden for ten minutes.” - Company 5  

o “If I do not get a good delivery I can do it 20 times for the 

price of one delivery in Sweden.” - Company 5 

o “I would not say it is a money issue. As an entrepreneur, 

you just have so little time.” - Company 6 

o “It is either having an in-house team or outsourcing to an 

experienced agency. At this stage, we do not want to build 

fixed costs. We are very fixed costs adverse.” - Company 7 

o “One of the reasons I did not do it with someone in this 

building is because of costs. It is obviously better to do it 
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with someone nearby that you can punch in the face if it 

goes wrong but since this was not time-critical, I 

outsourced it to India or Pakistan.” - Company 8 

Focus on core 

business 

o "I think a lot of people outsource bookkeeping and because 

it is not their core interest." - Company 1 

o "I could have produced something like that, which would 

have taken me three days. In contrast to thirty dollars, is 

that worth three days?" - Company 1 

o “You want to grow and go for the business that makes you 

money. Accounting does not make you money.” - 

Company 3 

o “You just let someone else do it and then you can focus on 

your stuff.” - Company 3 

o “Most of the times we just need something very confined 

but beyond our main scope. There are things that are not 

so important that we have to learn it ourselves which 

would take a lot of time so we pay someone to do that 

specific task.” - Company 6 

o “I could do the formatting of a catalog but it is not my key 

skill so I would rather send it off to someone, pay 50$ and 

get it back when it is done rather than me putting in a 

couple of hours a week.” - Company 8 

Piggybacking 

suppliers 

o "Having somebody already manufacturing large quantities, 

we can basically piggyback off that. It allows us to have 

really fresh ingredients but with low quantities. We would 

pay triple if we were to make it ourselves.” - Company 7 

o “You pass on liability. If someone eats this and dies then it 

is not our fault. The manufacturer is responsible for the 

products. They give us a warranty which for a young 

company is crucial. If someone dies, we will go bankrupt.” - 

Company 7 

o “You need all kinds of licenses to [produce such a product] 

yourself. We did not have the capacity, capital or 

knowledge to do that ourselves.” - Company 8 
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New opinions 

o “We can have people with other outlooks.” - Company 4 

o “Even if it is not the best thing you ever got, you still get 

answers to some questions. It teaches you about the 

market so I think it is very good to do experimental wise.” - 

Company 5 

o “If you are starting out and want brainstorming, 10$ or 20$ 

will get you a lot of ideas from people. Then you can take 

those and pay 50$ to get that to the next level.” - Company 

5  

o “When people are not close to the internal politics, they are 

not biased and you can get a different perspective on 

things while they still perform their task.” - Company 8 
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Appendix 4: Data on risks and challenges 

Theme Quotes 

No perceived risk 

o “I probably had nothing to lose except for a small bit of 

money.” - Company 1  

o “Because I knew the person I outsourced to, I did not think 

about any risks. It was mostly a no-brainer." - Company 3  

o “When you sign up for UpWork, you can look at the 

references of who you want to hire and UpWork deals with 

the financials and protects both parties by making sure the 

work is delivered and the freelancer gets paid.” – Company 

3 

o “I think one of the risks is not performing but you get that 

when you are hiring someone as well.” - Company 4 

o “There was no risk in outsourcing that. Rather the opposite. 

We could ensure quality by doing it with professionals.” - 

Company 8 

o “I do not think it is a risk that we do not have the knowledge 

of our code in-house. We know generally how it works.” - 

Company 8 

o “When we hired the engineer to design our platform, I knew 

that we were working with confidentiality. And since I could 

meet him, I did not feel that there was a risk.” - Company 9 

Quality 

o "They could have taken my money and said, well, we are 

in China, we are not going to help you. What could I even 

do then?" - Company 1 

o "I think the best part is that I got lucky, it turned out pretty 

well. I do not have any data on it but I can see people 

having problems with it." - Company 1 

o “You are always worried about the quality. That is also the 

case when you hire someone.” - Company 2 

o “You always have the risk of bad quality but with 

outsourcing, you can get rid of it much faster." - Company 

2 
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o “If it is something artistic like designing a logo, there is 

always a risk you do not like what they make.” - Company 

3 

o "Them truly and utterly messing up would be a bad thing, 

like not paying the taxes, making bad mistakes or even 

engaging criminal activity." - Company 4 

o "You cannot expect magic for 10$.” - Company 5  

o “My experience has been that people are not hustling you, 

it is rather that people sometimes show much more 

competence in their ad than they can actually deliver." - 

Company 5 

o “We tried Fiverr once but the results were very bad so we 

do not do it anymore.” - Company 6 

o “The issue we see is finding a reliable partner that could 

produce it in Asia. We do not know anyone in the market.” 

- Company 7 

o “Since incentives are more short-term, you might get 

someone who does not build for the long-term but just for 

the project whereas if you have someone who has to live 

with the code for the coming 5 years, that person might 

put more time into writing better code.” - Company 8 

o “I can even see myself say I am only going to be here for 5 

months so I do not really care.” - Company 8 

Finding the right 

people 

o “And also making sure you can find people you can trust.” - 

Company 4  

o “When you outsource central, big, important stuff, you 

really need to find the right people to do it. Also, you need 

to establish the proper amount of control and the proper 

ways of having control.” - Company 4 

o “We have had so much luck, with these guys. Because 

finding that development company is not easy at all. That 

was actually one of my main concerns revamping the 

company, would we even be able to find the right developer 

company considering the fact that they are in such high 
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demand. About half the people I contacted never picked up 

the phone“ - Company 4 

o “It was very hard to attract people this early. It was very 

expensive, expectations were extremely high on salaries 

and it was very hard to get a complete team." - Company 5 

o “If I am outsourcing work that I am doing for someone else, 

the freelancer could try to pass me by and get to my 

customer directly.” - Company 3 

o "One thing that could potentially happen is that the 

company you outsource to would drop you because they 

got a multi-million dollar project and they do not have time 

for you anymore. You cannot argue with that business 

logic." - Company 4 

o “The biggest issue you can have when you do this type of 

thing is that you get internal hacking. That you basically 

hire someone that destroys your system.” - Company 5  

o “One risk you face is that the person is a fraud and does 

not deliver. I need to pay him because the first payment is 

always done upfront." - Company 7  

o On the question why not everything is done in Asia: “The 

issue we see is finding a reliable partner that could produce 

it in Asia. We do not know anyone in the market." - 

Company 7 

Culture and 

communication 

o “Although I think my English is quite good, it is still not my 

native language and the outsourcing contact was Egyptian 

so I imagine there might have been a few things that got 

lost in translation.” - Company 3 

o “When you want to outsource in Germany, you start a 

center in the east of Germany because it is cheaper and 

you do not get the language and the cultural barriers.” - 

Company 5 

o “The risks of outsourcing are probably less tangible and a 

bit more long-term. One of them is not having the 

opportunity to establish a company culture. It could just be 
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a rather soulless machine made of spokes and hubs.” - 

Company 4 

o “If I had a manufacturer that would make the same product 

for the same price in Asia and in my home country, I would 

still choose my home country, 100%. As it is my home 

country, I speak the same language and I understand the 

regulations and laws. That is a big factor.” - Company 7 

Control 

o "You pay for the cheap price with convenience. It takes 

time to talk to the people and you do not know if things are 

going to be good. There are some uncertainties, and if 

something happens, you cannot just go there and check 

up.” - Company 1 

o “Someone must be in charge of what the outsourcing 

company does, there must be a way of evaluating that and 

make sure that they do what they get paid for.” - Company 

4 

o “You need to control in-house staff as well, but control here 

is on a different level and I would not call it a risk but it is a 

chore.” - Company 4 

o “We have a file that contains all of our accounting. As long 

as we get that we can put it in the hands of anyone.” - 

Company 4 

o “You need to know if you shot yourself in the foot or in the 

heart when you do something” - Company 5 

o “So the only thing you need to secure is, one: that they 

update everything to a global cloud, if something were to 

happen. Two: that they document the processes according 

to your specifications. Then I could just shut down their 

authority and give it to someone else in Stockholm and we 

are up and running again in five days.” - Company 5 

o “For the students and the people we have around us we 

have NDA’s in place so we can mitigate the risk" - 

Company 9 
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Lack of experience 

o “We were not experienced enough to give them a good 

pitch, and they honestly did not take it seriously enough 

initially because they did not grasp the scope of what we 

were doing. We lost probably two to three months initially 

and those two to three months in some sense still haunts 

us a little bit.” - Company 4 

o "If I was 25 I would probably struggle much more. I would 

probably think that I need to own everything myself. And I 

would also not have the knowledge of how to contract 

these kinds of services.” - Company 5 

o “If I would do it again I would have used some of the 

funding for outsourcing.” - Company 9 

  

 


