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ANTECEDENTS OF SUCCESS IN IS OFFSHORING PROJECTS – 
PROPOSAL FOR AN EMPIRICAL RESEARCH STUDY 

Westner, Markus, Dresden University of Technology, 01062 Dresden, Germany, 
markus.westner@tu-dresden.de 

Abstract 

The paper presents a research model and a measurement instrument for a research-in-progress study 
on the antecedents of success in IS offshoring projects. In this empirical-confirmatory study, we intend 
to analyse the impact of the constructs “offshoring expertise”, “trust in offshore service provider”, 
“project suitability”, “knowledge transfer”, and “liaison quality” on offshore project success. 
Constructs and indicators are derived from an extensive literature review. We plan to formulate a 
structural equation model and to test it using partial least squares (PLS) as an analysis technique. 
Our research model addresses the paucity of research that quantitatively examines offshoring success. 

Keywords: offshoring, outsourcing, project success, partial least squares.  

1 INTRODUCTION 

Information systems (IS) offshoring describes the transfer of IS services to an offshoring service 
provider (OSP) in a near or far away country. This OSP can be an internal subsidiary (so-called 
“captive offshoring”), a partially-owned unit, or an external service provider (so-called “offshore 
outsourcing”). The services themselves are partially or totally transferred. (Carmel and Agarwal 2002, 
Hirschheim et al. 2005, Jahns, Hartmann and Bals 2006/7, Mirani 2006, Niederman, Kundu and Salas 
2006, Rajkumar and Mani 2001, Srivastava, Teo and Mohapatra 2008) 

High labour cost differentials in comparison to western countries and the resulting cost savings are the 
main reasons why companies engage in IS offshoring. Accordingly, the market volume for offshoring 
of IT services has been growing fast in the last years, with India being the most popular offshoring 
destination (Knapp, Sharma and King 2007, Metters and Verma 2008, Poornima 2008). Application 
development and maintenance activities, where labour constitutes a significant share of total costs, are 
especially  likely to be performed offshore (Bitkom 2005, Boes, Schwemmle and Becker 2004, 
William, Mayadas and Vardi 2006). However, recent studies among companies worldwide indicate 
that a large number of companies that engaged in IS offshoring are not fully satisfied with their 
engagements’ performances (Bright 2008, Computerwoche 2008). 

The situation is especially noticeable in Germany. There, offshoring levels are rather low: only 6% of 
all companies source IS services from abroad in contrast to 64% that already use domestic IS 
outsourcing (Schaaf and Weber 2005, ZEW 2007). Additionally, German companies also experience 
difficulties in performing IS offshoring successfully (Prehl 2008). This seems to be due to language 
and cultural barriers (Dibbern, Winkler and Heinzl 2006, Mertens 2005, Wiener 2006). 

IS offshoring is worth being researched as a domain of its own because it has specific characteristics 
that distinguish it from the well-researched field of IS outsourcing. In IS offshoring, service delivery 
occurs under the additional condition of “distance” between service provider and consumer in terms of 
physical distance, time zone differences, or cultural differences. Additionally, complexity increases 
due to the higher degree of geographical dispersion among team members. Finally, IS offshoring 
arrangements often create additional organisational challenges because offshore staff partially replaces 
domestic onshore staff. This increases the importance of knowledge transfer, knowledge absorption, 
project management, and HR management to ensure successful service delivery. (Chua and Pan 2008, 



Holmström Olsson et al. 2008, Ranganathan and Balaji 2007, Rottman and Lacity 2008, Srivastava et 
al. 2008, Winkler, Dibbern and Heinzl 2008) 

Research in IS offshoring has been growing in the last years and journals such as the “MIS Quarterly” 
(vol. 32, issue 2) or “Information Systems Frontier” (vol. 10, issue 2) have published issues addressing 
the phenomenon. IS offshoring research, in contrast to IS outsourcing research, is primarily case study 
based and qualitative, which shows that it is still in its initial, theory-building stage (Dibbern et al. 
2004, King and Torkzadeh 2008). The research situation is furthermore characterised by studies that 
employ a project or organizational level of analysis, focus on India as an offshoring destination, and 
investigate “success/outcome factors” or “economic value” as research topics (King and Torkzadeh 
2008). 

Derived from the special characteristics of IS offshoring, we investigate how “project suitability”, 
“knowledge transfer”, and “liaison quality” as well as how the constructs “trust in OSP” and 
“offshoring expertise” impact offshoring project success at German companies. We employ a 
confirmatory-quantitative research approach to address this objective. In this sense we follow the 
current state in IS offshoring research to focus on “success/outcome factors” with “projects” being the 
level of analysis. However, we add original content through our research model that partially builds 
upon recent research results but also incorporates new aspects. We ensure methodological originality 
by gathering a broad empirical dataset and by analysing our research model with structural equation 
modelling as a tool for analysis. Finally, we address the paucity of research that quantitatively 
investigates offshoring in the context of German businesses. 

We focus our research along four dimensions: (1) our regional focus is Germany, (2) we focus on the 
offshore consuming client’s perspective, (3) our unit of analysis is offshoring projects, i.e., not the 
arrangement or relationship between service consumer and provider in total, and (4) we focus on 
application development or maintenance projects. 

2 THEORETICAL FOUNDATION AND RESEARCH MODEL 

2.1 Research model overview 

Our proposed research model argues that offshoring expertise has a direct positive effect on offshore 
project success. Additionally, it is positively associated with project suitability, knowledge transfer, 
and liaison quality which act as mediators for offshore project success. Trust in the OSP is positively 
associated with knowledge transfer, liaison quality, and offshore project success. Figure 1 illustrates 
the model. The subsequent sections develop and describe its constructs and their relationships. 

 

Figure 1. Research model on antecedents of offshore project success. A plus (+) symbol denotes 
a positive relation between constructs. 



2.2 Measuring offshore project success 

Offshore project success is the dependent variable in our research model. As Erickson and 
Ranganathan (2006) show, success can be understood and measured in multiple ways, including “the 
organization’s satisfaction with the results of outsourcing (Grover, Cheon and Teng 1996), an 
expectations fulfilment view (Lacity and Willcocks 1998), a cost/benefit approach (Wang 2002), a 
psychological contract perspective on fulfilled obligations (Koh, Soon Ang and Straub 2004), and a 
strategic fit view of success (Lee, Miranda and Kim 2004)” (Erickson and Ranganathan 2006). 

Several studies measure success as the satisfaction of outcomes, sometimes calibrated by initial 
expectations (Balaji and Ahuja 2005, Grover et al. 1996, Dahlberg and Nyrhinen 2006, Wüllenweber 
et al. 2008). In their extensive review of IS outsourcing success definitions and measures, Dahlberg 
and Nyrhinen (2006) find that satisfaction with outcomes can be evaluated along four categories which 
are “strategic factors”, “economic factors”, “technological factors”, and “social factors”. Additionally, 
overall satisfaction forms a part of their success definition. 

Strategic, economic, technological and social outcome factors may also apply to projects but they are 
not applicable in all cases. For example one might think of projects that completely lack a specific 
strategic proposition. Since a project is by definition an effort bound by “schedule”, “budget”, 
“functionality”, and “quality” (Erickson and Ranganathan 2006), it rather makes sense to use these 
dimensional factors together with overall satisfaction as an operationalization of offshore project 
success. 

Therefore, our paper interprets the dependent variable offshore project success as the perceived 
satisfaction with the outcome of the offshore project in total, and with the dimensions of schedule, 
budget, functionality, and quality. 

2.3 The role of project suitability for project success 

We define project suitability for offshoring as the sense that a project’s attributes and its task 
characteristics make it more amenable for delivery in a dispersed, inter-cultural environment, i.e., in 
an offshoring setting. 

The identification of suitable project candidates for offshoring is one of the first activities before 
engaging in an IS offshoring arrangement. Once identified, these offshoring candidates then represent 
the core objects in the subsequent implementation of IS offshoring. Therefore, research and practice 
indicate that the identification of suitable project candidates is a main step in pursuing an IS offshoring 
endeavour. (Aron and Singh 2005, Chua and Pan 2006, Kumar and Palvia 2002) 

Research in IT outsourcing has shown that there is a link between the function being outsourced and 
arrangement success (Fisher, Hirschheim and Jacobs 2008). They suggest focusing on routinely 
performed and non-core functions. Applying the lens of transaction cost theory and operations 
management models, Stratman (2008) finds that well understood, standardized service processes that 
are non-core are best candidates for successful offshoring. Stringfellow, Teagarden and Nie (2008) 
show that it is more challenging to offshore complex, loosely defined and non-standardized tasks that 
require complex judgments and implicit knowledge. If projects or tasks show these characteristics, 
offshore delivery incurs additional costs which might threaten project success. King (2008) suggests a 
framework for determining whether an IS activity should be considered for offshoring. He posits that 
activities should be kept in-house if they require proximity and the risk of offshoring is too great, or if 
the activity is too business-critical. Schaffer (2006) develops a similar framework that suggests 
refraining from offshoring projects which are very short, require a tremendous amount of personal 
interaction, are of high security and extreme criticality for the business. Mirani (2006) states that small 
applications or components of low complexity, for which specifications can be communicated 
completely, and whose development process is highly structured, are more likely to be successfully 
delivered in an offshore arrangement. 



Since most of these studies are conceptual in nature or rely on a small set of empirical data, we carried 
out a qualitative pre-study with 47 German offshoring experts from different companies to find out 
whether project suitability is actually important for project success and what the respective evaluation 
criteria could be (Westner and Strahringer 2008). In the interviews, these experts confirmed that a 
project’s characteristics and its suitability for offshoring have a strong impact on later project success. 
Criteria such as project size, project duration, operating language, degree of codification, and business 
specificity were most frequently mentioned as determining a project’s suitability for offshoring with 
regard to successful delivery. If projects have a certain size and duration, the project language is 
English, the degree of codification is high, and business specificity or required domain knowledge is 
low, it takes less time and effort to make OSP staff fully productive. Therefore we hypothesize: 

H1: Project suitability is positively associated with offshore project success. 

2.4 The role of knowledge transfer for project success 

Following Davenport and Prusak (1998) and Lee, Huynh and Hirschheim (2008), we define 
knowledge as “a fluid mix of experience, values, contextual information and expert insight that 
provides a framework for evaluating and incorporating new experiences and information” (Davenport 
and Prusak 1998). Knowledge transfer as an outcome is the result of (1) the exchange of knowledge as 
a systematic activity between individuals and organizations (Chua and Pan 2008, Wang, Tong and 
Koh 2004) and (2) the ability to absorb the knowledge, to apply it and to use it in project delivery 
(Orlikowski 2002, Oshri, Kotlarsky and Willcocks 2007). Common terms to describe these two 
aspects are “knowledge transition” for (1) and “knowledge integration” for (2).  

Application development and maintenance represent knowledge-intensive work. Knowledge pertinent 
to applications can either be explicit, such as software documentation, technical specification, or 
standardized development processes, but it can also be tacit, such as practices like norms of 
communication or non-specified processes and activities. (Chua and Pan 2006, Nicholson and Sahay 
2004) 

To profit from the economic benefits of offshoring, offshore staff must actually replace more 
expensive onshore staff (Chua and Pan 2008). Accordingly, all project-relevant explicit and implicit 
knowledge needs to be transferred to offshore staff. This knowledge transfer happens at the beginning 
of an offshoring project but is also a continuous activity during the whole project. Correspondingly, 
offshoring process models used in the industry and proposed by research recognize knowledge transfer 
as a specific activity (Bugajska 2007, Oshri et al. 2007, Voigt, Novak and Schwabe 2007). 

Applying this perspective, the importance of knowledge transfer becomes obvious and has also been 
addressed in research. A case study by Chua and Pan (2008) examines how a financial institution 
transferred knowledge within a captive offshoring arrangement, and highlights knowledge transfer’s 
importance for successful service delivery. Another case study, by Oshri et al. (2007) from the OSP 
perspective, investigates best practices for managing dispersed knowledge among on- and offshore 
sites and acknowledges that knowledge transfer is a key part of successful offshoring. Previously, 
Ganesh and Moitra (2004) identified knowledge transition and the absorptive capacity of the OSP as 
one of the critical success factors for successful service transition in the context of business process 
outsourcing and offshoring. Rottman and Lacity (2008) develop best practices to ensure success in IS 
offshoring. Most of these best practices are fundamentally linked to facilitate and ensure successful 
knowledge transfer. Finally, in one of the few recent empirical-confirmatory studies, Lee et al. (2008) 
examine IS outsourcing arrangements between Korean firms and find significant support for the 
hypothesis that knowledge sharing is positively related to the success of outsourcing. 

Thus, we can conclude that if knowledge transfer is successful, (1) offshore staff is more productive 
because it has the required know-how to perform project tasks and (2) onshore staff can be replaced as 
initially planned because it does not hold exclusive knowledge anymore. Based on this understanding 
we hypothesize that: 



H2: Knowledge transfer is positively associated with offshore project success. 

2.5 The role of liaison quality for project success 

We define liaison quality as the degree of connectedness between onshore and OSP staff in the aim to 
achieve specified goals, i.e. in our case, a project’s objectives (Winkler et al. 2008). Liaison between 
staff should incorporate reciprocity and closeness (Xu and Yao 2006). 

The environmental circumstances of IS offshoring delivery have negative impacts on liaison quality. 
Due to distance, communication frequency between team members decreases, collaboration is 
aggravated, and individuals tend to feel themselves not as equal parts of a team (Herbsleb and Mockus 
2003, Xu and Yao 2006). 

Therefore, research in IS offshoring emphasizes the importance of liaison quality on offshoring 
success. Erickson and Ranganathan (2006) highlight the need for clear roles, responsibilities, 
communication mechanisms, and conflict resolution in the management of global virtual teams. 
Rottman (2008) recognizes liaison quality’s impact on success and suggests building personal 
connections between OSP staff and client staff, for example by regular site visits and face-to-face 
meetings. Furthermore, he proposes to integrate offshore staff into onshore staff and synchronize 
training of offshore employees with internal training efforts. Similarly, Heeks et al. (2001) find that a 
high degree of congruence between provider and client improves chances for project success regarding 
schedule and budget. They recommend building bridging relationships between involved team 
members and using “straddlers”, i.e., dedicated individuals who are responsible for facilitating and 
moderating the interaction between on- and offshore staff. Levina and Vaast (2008) mention that 
liaison quality lessens negative effects of distance and thereby improves performance. They mention 
good onshore middle managers, frequent communication, constructive communication, and the 
efficient usage of technology as practices to improve liaison quality. Other research shows congruent 
findings and mentions the positive effect of liaison quality on performance achieved by liaison 
engineers and personal relationships (Kobitzsch, Rombach and Feldmann 2001), facilitation of 
informal communication (Herbsleb and Mockus 2003), the presence of expert intermediaries, and 
supplier presence on-site (Carmel and Nicholson 2005). 

Achieving satisfactory levels of liaison in an offshore project setting seems to be challenging due to 
the negative effects of cultural and physical distance. However, liaison between on- and offshore staff 
is vital for collaboration, working efficiency, and productivity. Thus liaison quality directly impacts 
offshore project success and we hypothesize: 

H9: Liaison quality is positively associated with offshore project success. 

2.6 The impact of offshoring expertise on project suitability, knowledge transfer, liaison 
quality, and offshore project success 

We define expertise as a certain degree of individual or organizational experience in managing or 
conducting offshoring in a more efficient and thus successful manner. In organizational research this is 
commonly referred to as “learning curve effects” or “experience curve effects” (Day and Montgomery 
1983, Ghemawat 1985). 

As mentioned in the introduction, delivery in an offshoring context raises multiple challenges for all 
involved parties. Individuals as well as organizations can benefit from best practices and experiences 
they have had in past engagements. Thus they can cope better with offshore-specific challenges. 

The positive impact of expertise on diverse activities of the offshore process and directly on offshore 
project success has already been addressed in research. Carmel and Agarwal (2002) develop a 
maturity model for companies engaging in offshoring and give recommendations how to move along 
this maturity curve. In a study of an eight-year offshore outsourcing alliance, Kaiser and Hawk (2004) 



describe how the alliance evolved towards a more beneficial co-sourcing model, for both the consumer 
and the supplier. Similarly, Mirani (2006) shows how increasing expertise leads to a change in the 
offshoring relationship from rather simple to more sophisticated arrangements. Rottman and Lacity 
(2006), in their study of offshoring practices at 21 U.S. companies, also find positive effects of 
expertise on offshoring success. 

Higher levels of organizational and individual expertise help to cope with the potential challenges of 
offshoring and thus increase the probability of project success. Thus, expertise has a positive impact 
on all three mediating constructs because based on past experiences it is rather likely a company 
selects projects which are most suitable for offshoring. Additionally, the organization and the 
individuals know how to manage knowledge transfer and improve liaison quality based on their 
expertise. Thus, we hypothesize: 

H4: IS offshoring expertise is positively and directly associated with offshore project success. 

H5: IS offshoring expertise is positively associated with project suitability. 

H6: IS offshoring expertise is positively associated with knowledge transfer. 

H7: IS offshoring expertise is positively associated with liaison quality. 

2.7 The impact of trust in the OSP staff on knowledge transfer, liaison quality, and offshore 
project success 

We define trust as the “expectation that an actor (1) can be relied on to fulfil obligations […], (2) will 
behave in a predictable manner, and (3) will act and negotiate fairly when the possibility for 
opportunism is present” (Zaheer, McEvily and Perrone 1998). Trust can thereby take the form of inter-
personal or inter-organizational trust. Inter-personal trust is trust placed by the individuals in their 
individual opposite member. Inter-organizational trust is trust placed in the partner organization by the 
members of a focal organization (Lee et al. 2008, Zaheer et al. 1998). 

Trust is important within an IS offshoring context because it is a facilitator and precondition for 
activities such as knowledge transfer, but also for collaboration among team members in general. Trust 
thereby increases the room to manoeuvre within an arrangement beyond the specifications of a 
contract. If individuals or organizations trust their counterparts, they are more willing to cooperate and 
to put in extra effort if needed. (Lee et al. 2008) 

In IS outsourcing research, the role of trust as an important arrangement attribute has been widely 
recognized. Higher levels of trust seem to positively influence the relationship between client and 
vendor (Grover et al. 1996, Lee and Kim 1999, Winkler et al. 2008). Recent empirical-confirmatory 
studies show that trust is positively related to the extent of knowledge sharing (Lee et al. 2008) and 
that trust, mediated by cooperative learning, has a significant positive influence on knowledge transfer 
(Park and Im 2007). With respect to IS offshoring research, trust is mentioned as a critical success 
factor regarding the interface between offshore consumer and supplier (Jennex and Adelakun 2003). 
Kaiser and Hawk (2004) confirm this in a case study and perceive the creation of trust as a best 
practice for successful offshoring because it facilitates collaboration between on- and offshore staff. 
Thus, offshore staff becomes productive in a short time and projects progress faster. Winkler et al. 
(2008) show that trust positively influences the degree of connectedness between an offshore 
consumer and a service provider in their aim to achieve specified goals. Rottman (2008) illustrates 
how trust facilitates the knowledge transfer within an offshoring arrangement because it increases the 
willingness to share knowledge and collaborate. 

Apparently, trust seems to influence knowledge transfer because individuals are more likely to share 
knowledge if they trust each other. This is especially important when it comes to implicit and thus 
sticky knowledge. Additionally, trust fosters and facilitates collaboration, communication, and – more 
generally – increases liaison quality among team members. Thus we hypothesize: 



H8: Trust in OSP is positively associated with liaison quality. 

H9: Trust in OSP is positively associated with knowledge transfer. 

Similar to our hypotheses concerning the construct “offshoring expertise”, we could hypothesize a 
direct effect of trust on offshore project success. However, the studies mentioned above and other non-
IS research (c.f. literature overview by Lee et al. 2008) do not support such an association. They do 
not link levels of trust directly to success or outcome but rather examine the impact of trust on 
constructs such as relationship or partnership quality, thus assuming a fully mediated effect. We 
nevertheless include a potential direct impact of trust on offshore project success in our model. 
However, because the theoretical backing is weak, we treat it with the necessary prudence regarding 
its direct impact in the model on success and later interpretation of results: 

H10: Trust in OSP is positively and directly associated with offshore project success. 

3 ANALYSIS 

We follow an empirical-confirmatory research approach. Our units of analysis are offshore application 
development or maintenance projects at German corporations. Section 3.1 explains our measurement 
instrument. Section 3.2 outlines the intended analysis method using Partial Least Squares (PLS) as a 
measurement technique. 

3.1 Measurement instrument 

We measure each construct by an indicator set, with each indicator being assessed on a 7-point Likert 
scale from “1 – strongly disagree” to “7 – strongly agree”. As far as possible we used indicators that 
were developed and applied in previous research and adapted them if necessary. Only for project 
suitability we had to define indicators ourselves since there is no known existing instrument from 
previous studies. We constructed these indicators on the basis of a previous qualitative study that 
examined factors determining a project’s suitability for offshoring (Westner and Strahringer 2008). 

All constructs are measured reflectively, with the exception of project suitability which is 
operationalized by means of a formative multi-item scale. The reason for using a formative 
measurement model is that the indicators to measure project suitability are causing the construct 
instead of being caused by or reflecting it. Thus, the construct needs to be measured by a formative 
approach. (Diamantopoulos and Winklhofer 2001) 

At this stage, we are still in the progress of conducting pre-tests of the instrument with academic staff 
at different universities and with industry experts and practitioners. The pre-test intends to ensure 
validity, quality, and comprehensibility of the questions and its presentation. Table 1 illustrates our 
preliminary measurement instrument. Column 1 contains the research model’s constructs, Column 2 
the respective label, Column 3 the corresponding indicators, and Column 4 respective references to 
literature, if applicable. 

 
Construct Label Indicator (“1 - fully disagree” – “ 7 fully agree“) References 

 At the time the project was started… 
EXP1 …most project team members had already gathered work 

experience in offshore arrangements. 
EXP2 …our company had already performed other projects in an 

offshore arrangement. 
EXP3 …our company had dedicated processes and organizational 

structures in place to plan, manage and execute offshore 
arrangements. 

Offshoring 
expertise 

EXP4 Overall, at this time, we considered our level of offshoring 
expertise as being high. 

Carmel 
and Agarwal 
2002, own 



Construct Label Indicator (“1 - fully disagree” – “ 7 fully agree“) References 
 After starting to work with the offshore service provider we 

realized that its staff… 
TRU1 …makes beneficial decisions to us under any circumstances. 
TRU2 …is willing to provide assistance to us without exception. 
TRU3 …reliably provides pre-specified support. 
TRU4 …is honest. 
TRU5 …cares about us. 

Trust in 
offshore 
service 
provider 

TRU6 Overall, we had the impression that we could trust the offshore 
service provider staff. 

Lee et al. 2008 

SEL1 The offshored project’s volume in terms of workload was rather 
large. 

SEL2 The offshored project’s duration was rather short (reversely 
coded). 

SEL3 Most of the project communication between staff was done and 
documentation was available in English. 

SEL4 Most of the information and knowledge concerning the project 
was well codified and documented. 

SEL5 The project required business-specific know-how of all staff 
members (reversely coded). 

Project 
suitability 

SEL6 Today, we would say the project was suitable for offshore 
delivery. 

Own 

 During the project, with the offshore service provider staff we 
shared… 

KNO1 …business proposals and reports. 
KNO2 …manuals, models, and methodologies. 
KNO3 …know-how from work experience. 
KNO4 …each other’s know-where and know-whom. 
KNO5 …expertise obtained from education and training. 
KNO6 The offshore service provider staff had learned a great deal about 

the project-related technology/process know-how. 
KNO7 The offshore service provider staff had greatly reduced its know-

how related reliance or dependence upon us since the beginning of 
the project. 

Knowledge 
transfer 

KNO8 Overall, we were satisfied with the knowledge transition from us 
to offshore service provider staff within the project. 

Lee et al. 2008, 
Simonin 1999 

 During the project our staff and offshore service provider staff… 
LIA1 …communicated frequently and openly. 
LIA2 …developed a mutual understanding of the respective ethnic and 

corporate cultures. 
LIA3 …members each perceived themselves as equal and recognized 

members of the project team. 
LIA4 …formed close individual working connections with each other. 

Liaison 
quality 

LIA5 Overall, we were satisfied with the working liaison between our 
staff and offshore service provider staff. 

Erickson 
and Ranganathan 
2006, Xu 
and Yao 2006 

SUC1 We were satisfied with the project performance regarding time 
schedule. 

SUC2 We were satisfied with the project performance regarding budget. 
SUC3 We were satisfied with the project performance regarding 

expected functionality. 
SUC4 We were satisfied with the project regarding expected quality. 

Offshore 
project 
success 

SUC5 We were satisfied with the overall outcomes from our offshoring 
arrangement. 

Erickson 
and Ranganathan 
2006, Grover et 
al. 1996, 
Wüllenweber et 
al. 2008 

Table 1. Measurement instrument for research model. 



Together with these indicators we will also gather data regarding whether it was a recent or old 
project, the offshoring country, the language in which the project was carried out, whether it was a 
captive or outsourcing offshoring project, project duration in months, project volume in man months 
and currency, respondents’ personal years of offshoring expertise, career position now, role on the 
project at the time it was conducted, whether the respondent resided on- or offshore, and to what 
industry the company belongs. This additional data will be used for better understanding and will 
serve as control variables. 

3.2 Analysis method 

We will transform our research model into a structural equation model and test it using PLS analysis. 
PLS is especially suitable in research areas where theory-building is still in its early stage. 
Additionally, it works with non-normal distributed data as well as with small sample sizes and it 
allows for incorporating formative and reflective construct measurement. (Gefen, Straub and 
Boudreau 2000, Herrmann, Huber and Kressmann 2006) 

4 NEXT STEPS 

After data collection, we will analyse the returned data and test our research model. In doing so, we 
will follow the generally accepted analysis principles when using PLS. The quality of our reflective 
indicators will be evaluated regarding content validity, convergent validity, and discriminant validity 
(e.g., Gefen et al. 2000, Huber et al. 2007). The specification quality, which is important for formative 
indicators, is ensured by a pre-study where we conducted interviews with 47 German offshore experts 
at different companies. Further tests for quality of the formative indicators will focus on its predictive 
quality, reliability, discriminant validity, and occurrence of multi-collinearity (e.g., Diamantopoulos 
and Winklhofer 2001, Huber et al. 2007). We will test for non-response bias by comparing the data of 
early returned questionnaires with later returned ones. Finally, we will actually test our structural 
model and its hypotheses and analyse for the effect of control variables. The final result’s 
interpretation will also reflect on the generalizability of findings to other countries. 
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