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�Introduction

Outsourcing is broadly identified as a relevant and multi-faceted strategic 
choice, but to date, its actual outcomes are still debated. It is well recog-
nized that the success of outsourcing passes through cultural change, 
organizational restructuring and the ability to adapt to an extremely 
complex coordination. The frequency and scope of outsourcing and off-
shoring have increased constantly during the past twenty years, along 
with their popularity, which has coincided with other ‘management fash-
ions’ (Abrahamson & Fairchild, 1999) and similar ‘bandwagons’ (Staw & 
Epstein, 2000), like business process re-engineering, strategic focaliza-
tion, creation of shared services and corporate downsizing (Angeli & 
Grimaldi, 2010; De Fontenay & Gans, 2008; Gospel & Sako, 2010).

Being a multi-faceted strategic choice, outsourcing relates to structur-
ing the entire organization in order to respond adequately to different 
issues. For this reason, it has been investigated by different streams of 
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literature, such as the ones relating to: (1) strategic management (Prahalad 
& Hamel, 1990; Sanchez, 1995); (2) organizational approaches (Carlsson, 
1994); (3) law and institutions (Domberger, 1998; Hart, 1995); (4) 
human resources (Leimbach, 2005; Marsden, 2004); (5) international-
ization (Grossman & Helpman, 2005; Yu, 2005); (6) operations 
(Morroni, 1992); and (7) innovation (Van Long, 2005).

Scholarly works on outsourcing have concentrated on the motives for 
adopting the practice rather than on its actual outcomes and effects, 
debating the idea of an adoption of outsourcing practices either as a fash-
ion and isomorphic response, or as a more rational, cost and efficiency 
trade-off solution. Indeed, outsourcing and decentralization do not auto-
matically—or necessarily—lead to a more competitive organization 
(Lankford & Parsa, 1999).

Literature has argued that ‘contracting out might be no more than a 
temporary enthusiasm’ (Savas, 1993, p. 43), and has noticed that it may 
be the result of an institutional fashion (Clegg, Burdon, & Nikolova, 
2005), or even simply a technique, functioning as myth, that may be 
ceremonially adopted (Meyer & Rowan, 1977) as it may be selected for 
efficiency criteria but in practice may deliver far less efficiency than is 
often claimed (Benson & Littler, 2002; Walker & Walker, 2000). Looking 
at adoption of outsourcing practices in the public sector, the institutional 
motives and rationales seem to hold even more, even as a case of mimetic 
isomorphism (DiMaggio & Powell, 1983), if we consider that contract-
ing out of public sector activities is adopted as a technique to bring the 
public sector into alignment with the practices of large private business 
enterprises (Quiggin, 1996).

Those who favour this ‘institutional fashion’ perspective, tend to 
emphasize the idea of an adoption of outsourcing practices based on 
mimetic, isomorphic behaviours (DiMaggio & Powell, 1983), rather 
than efficiency arguments (Clegg et al., 2005), especially when looking at 
the lack of understanding and dissatisfaction (Barthelemy, 2003) by top 
management teams (Rothery & Roberts, 1995) of its specifics and effects. 
Many contributions have shown that there are several weaknesses of the 
outsourcing strategy (Barthelemy, 2003; Lankford & Parsa, 1999) such 
as the fear of losing control of activities given in trust to a third party, and 
risk of quality erosion, or the reluctance to share confidential or strategic 

  L. Giustiniano and F. Brunetta



43

data with third parties, or the difficulty of reusing human resources that 
can be made redundant after the transfer of some functions to outsourc-
ing companies (Brunetta, Giustiniano, & Marchegiani, 2014). Thus, 
they tend to explain dissatisfaction and low performance effects of such 
strategies (Rothery & Roberts, 1995; Doig, Ritter, Speckhals, & 
Woodson, 2001; Shinkman, 2000; Macinati, 2008; Burmahl, 2000) 
with the idea of an adoption occurring only as an ‘institutional’ or ‘cul-
turally valued’ phenomenon (Clegg et al., 2005).

On the other hand, a large number of studies focus on strategic moti-
vations, such as an increased ability to focus on core activities by delegat-
ing to others activities that are considered of lower strategic importance, 
coupled with a potential quality increase in those activities requiring 
skills not available within the company, or even the possibility of acquir-
ing more power to control activities or functions that are difficult to man-
age (Brunetta et  al., 2014). Externalization of work at the task level 
through outsourcing or offshoring of work has been of interest to socio-
material scholars (Leonardi & Barley, 2008), as social and material ele-
ments become interdependent in the process of organizing. Changes in 
artefacts provide people with new capabilities, changing their interaction 
and their reaction to change (Lommerud, Meland, & Straume, 2009).

Notwithstanding strategic motivations, economic rationales—and 
especially the quest for cost-efficiencies—remain the most potent tools 
for the promotion of outsourcing (Clegg et al., 2005), with outsourcing 
being adopted for activities in which the organization holds no special 
skills or fails to exploit economies (Brunetta et al., 2014),

Economic, institutional, strategic and financial rationales of outsourc-
ing have thus been well documented (e.g. Giustiniano, Marchegiani, 
Peruffo, & Pirolo, 2014; Marchegiani, Giustiniano, Peruffo, & Pirolo, 
2012), as well as some additional indirect costs, such as transaction costs 
(Coase, 1937; Williamson, 1989) related to contract monitoring and 
oversight, generation and negotiation, but also social costs, namely low 
morale, lower productivity (Dogerlioglu, 2012) and counterproductive 
anxiety (Barthelemy, 2003). Nonetheless, both the managerial practice 
and the extant literature still lack a set of consolidated managerial tech-
niques capable of tackling some of the organizational issues relating to 
outsourcing.
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Our aim in this work is to focus on the main organizational issues aris-
ing from outsourcing choices, and highlight how managers should adopt 
proactive techniques and play a definitive role in a company’s life. Thus, 
we focus on the following research question: how can managers contrib-
ute to the sustainability of the competitive advantage by tackling the 
main organizational issues relating to outsourcing? We specifically focus 
on the two main categories of problems: (1) the paradoxes of outsourc-
ing, namely the time span for the evaluation of outcomes and the effects 
of a multiplicity of stakeholders, and (2) the management of the ‘liminal’ 
effects generated by the adoption of outsourcing practices.

�The Paradoxes of Outsourcing

The link between the decision to outsource some activities and the 
expected structural and strategic changes should encourage the adoption 
of long-term and multi-actor perspectives in the evaluation of the results. 
The reality is, however, very different. Two kinds of paradoxes deserve 
further discussion: (1) the time span for the evaluation of outcomes; and 
(2) the multiplicity of stakeholders, which is relevant to the decisions and 
their implementation. Managerial techniques can therefore be applied to 
deal with such paradoxes.

In a world where ‘change is no longer a background activity but a way 
of organizational life’ (Orlikowski, 2002, p. 1) and organizational change 
is no longer a merely slow, incremental and cumulative process (Meyer 
et al., 1993), the ‘time paradox’ relates to the fact that massive reorganiza-
tions of value chain activities call for a process of organizational change 
that often overtakes the time spans considered for the assessment of the 
outcomes. Organizational literature has analysed organizational change 
management through different perspectives (Orlikowski, 2002), each 
underlining, to a different extent, the role of managers in managing 
change, such as literature on planned change, depicting that managers 
deliberately initiate and implement changes in response to perceived 
opportunities and thus give emphasis to the rationality of managers 
directing the change (Pettigrew, 1985) or literature on punctuated equi-
librium that assumes change to be rapid, episodic and radical, with 
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‘relatively long periods of stability (equilibrium)…punctuated by com-
pact periods of qualitative, metamorphic change (revolution)’ (Gersick, 
1991, p. 12).

The search for a new way of organizing the various elements of work, 
for example through re-engineering, which is fundamentally a ‘rethink-
ing and radical redesign of business processes to achieve dramatic 
improvements on performance’ (Hammer & Champy, 1993) requires 
sufficient provision to deal with current and future requirements of the 
organization, but—more importantly—requires time. Organic ways of 
organizing arise, in substitution of traditional, hierarchical bureaucracy. 
In order to adapt to external change and pressure, functions are disag-
gregated and outsourced, in the search for an improved competitive 
advantage (Grey & Mitev, 1995). Thus, although companies expect the 
organizational settings to adapt to changes in the medium-term, the eval-
uation of the outcomes occurs mostly in the short-term. Lengthy evalua-
tions and implementation processes require managers not to focus solely 
on short-term needs, but a long-term view of the move to outsourcing 
(Lankford & Parsa, 1999). The situation is even more serious when top 
managers believe the organizational design will automatically adapt to 
the new post-outsourcing setting, without inertial constraints or negative 
reactions. Consequently, where companies once sought order, clarity and 
consistency (depicted in the extant organization chart and procedures), 
the outsourcing of activities might engender chaotic contradictions and 
inconsistencies in terms of organizational goals, structures, processes, cul-
tures and even professional identities (Latour, 2005; Smith & Lewis, 
2011). An attempt to analyse issues related to the design activities and 
their relation to change has been made looking beyond the mere partici-
pation of managers to the inclusion of employees in the process, paying 
particular attention to material artefacts and to their role in making sense 
of change processes and work development (Stang Våland & Georg, 
2014).

Social and material elements are interdependent in the process of orga-
nizing, they are, indeed, ‘constitutively entangled’ (Orlikowski, 2007, 
p. 1437). Indeed, changes in artefacts provide people with new capabili-
ties, modifying their interaction and their reaction to change (Leonardi, 
2013). Thus, materiality may enable outsourcing or offshoring of work at 
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the task level (Leonardi & Barley, 2008), rather than functional level. 
Nonetheless, outsourcing, or offshoring arrangements often involve great 
disparities in the expertise at home or at the external site (Carmel & 
Agarwal, 2002; Lacity & Willcocks, 2001), prompting new kinds of 
knowledge transfer problems. This is particularly relevant when specific 
knowledge is embedded in artefacts and tools, requiring learning related 
to firm-specific work practices, needs and specifications, not just general 
occupational skills and knowledge.

Managerial techniques should therefore be able to deal with such para-
doxical tensions (e.g. efficiency vs. efficacy, control vs. autonomy, central-
ization vs. decentralization) that might persist over time (e.g. Andriopoulos 
& Lewis, 2009; Cameron & Quinn, 2006; Smith & Lewis, 2011). The 
unveiling of such paradoxes could contribute to the design of ad hoc 
techniques through a re-examination of the outsourcing phenomenon 
that would do justice to its inner complexity. Nevertheless, the long-term 
sustainability of goals depends on both short-term coordination and con-
trol of activities and the long-term maintenance of the relationships (e.g. 
Gittell, 2004), with both outsourcees and other stakeholders.

Thus, the idea that organizations are subject to multiple pressures is 
not new. In fact, any organization is subject to different groups of stake-
holders, or of ‘who or what really counts’ (Freeman, 1984; Mitchell, Agle, 
& Wood, 1997), or ‘constituencies’ (Zammuto, 1984), and prompts us 
to identify a second paradox of outsourcing, which relates to the multi-
plicity of stakeholders.

The existence of a multiplicity of stakeholders is a consistent dimen-
sion of organizational life, and permeates any organization model and 
choice (Freeman, 1984; Rowley, 1997). Stakeholder theory focuses not 
only on an explanation of stakeholder influences on these decisions, but, 
since their relationships do not occur in a vacuum but rather in a network 
of influences (Rowley, 1997), on the multiple and interdependent inter-
actions that simultaneously exist among stakeholders, driving tensions 
and influencing how organizations will operate under various conditions 
(Brenner & Cochran, 1991). Donaldson and Preston (1995) introduced 
three distinct, albeit mutually supportive, approaches to identify com-
pany stakeholders: descriptive, instrumental and normative. In particu-
lar, the descriptive approach explains the behaviours and characteristics 
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of companies whereas the normative approach focuses on the function of 
the corporation and identifies the ‘moral or philosophical guidelines for 
the operation and management of the corporation’ (Donaldson & 
Preston, 1995, p. 71). Through this lens, when it comes to outsourcing, 
the extant literature mostly describes companies as oriented to financial 
and strategic goals with a minimal consideration of other relevant stake-
holders; whereas a normative approach addressing management tech-
niques would tend towards a more inclusive consideration of all the 
stakeholders (e.g. including trade unions and work representatives). 
Because of the diversity in stakeholders’ interests, a critical need exists to 
encourage managers to achieve a shared understanding among stakehold-
ers and not only focus on responding to the self-interested goals of key 
organization-level stakeholders. This implies balancing expectations in 
response to different institutional pressures (Oliver, 1991), driven by the 
multiplicity of stakeholders. In other words, attempting to achieve parity 
among or between multiple stakeholders and internal interests, which is 
particularly important if external expectations conflict with organiza-
tional interests and an ‘acceptable compromise’ (Oliver, 1991) on com-
peting objectives and expectations, may result in serving multiple interests 
more effectively.

�The Liminal Effects

Despite the abundant amount of literature on the strategic and economic 
impact of outsourcing, few works have focused on the labour and worker 
perspectives (e.g. Brooks, 2006; Leimbach, 2005; Lommerud et  al., 
2009; Marsden, 2004), and most of them have focused on the social cost 
or the personnel issues relating to the idea that employees generally view 
outsourcing as an under-estimation of their skills, and counterproductive 
anxiety or under-commitment may arise (Barthelemy, 2003).

We focus, more specifically, on the ‘liminality’ effects arising from out-
sourcing decisions, as an additional organizational issue, and trade-off, 
arising from outsourcing decisions. Liminality is a state of being ‘betwixt 
and between the original positions arrayed by law, custom, convention 
and ceremony’ (Turner, 1977, p. 95). In other words, a space where the 
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regular routines of the formal organization are frozen (Sturdy, Schwarz, 
& Spicer, 2006), which includes temporary employees (Garsten, 1999), 
professionals in between different organizational identities (Zabusky & 
Barley, 1997) and workers who are involved in interorganizational net-
works and projects (Tempest & Starkey, 2004). Generally speaking, the 
experience of liminality is profoundly unsettling (Sturdy et  al., 2006), 
because the known and stable organizational identities, routines and rules 
are dismantled, and substituted by new blurred or transitional identities, 
routines and norms. Nonetheless, liminality poses an interesting chal-
lenge, as it creates a space between formal institutions where cultural 
rules, norms and routines are not necessarily valid or applicable, thus the 
consistent state of fluidity might be seen as creative and even desirable 
(Garsten, 1999).

Some human reactions to outsourcing (of any kind of activities) are 
very similar to those observed by scholars who have analysed the dynam-
ics of Information Technology (IT) infrastructure (Giustiniano & Bolici, 
2012; Hanseth, 2000; Latour, 2005; Monteiro, 2000). Following David 
(1986), it is possible to identify some specific typical actors as:

•	 Blind Giants: ‘Actors whose vision we would wish to improve before 
their power dissipates’ (Hanseth, 2000, p. 68). All companies’ stake-
holders, including top management, can be trapped in this role when 
they uncritically try to favour or contrast any international outsourc-
ing initiative and do not assess the effect of the defence of the in-house 
activity on the overall business of companies (‘liminality of focus’).

•	 Angry Orphans: groups of users whose routinized standards have been 
changed. Any employees working in an area that has any interdepen-
dence with an outsourced function could react with inertia or ineffi-
ciently to the change (‘liminality of standards’).

The execution of outsourcing strategies could generate new organiza-
tional exigencies like gateway roles or links between internal and external 
parts of the same business process. Such roles could be played either by 
contact/interface employees or by previous employees of company A who 
have moved to company B, along with the outsourcing of some activities. 
In this context, two scenarios are of interest in terms of new managerial 
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techniques (‘liminality of role’): (1) employees remaining at the outsourc-
ing company might experience significant job enrichment/impoverish-
ment in terms of duties, coordination and control; and (2) if employees 
are absorbed by the outsourcee, they could suffer a temporary liminality 
that generates frustration and loss of individual/organizational 
identities.

�Issues for Discussion

Outsourcing as a strategic choice for organizations experienced a wide-
spread growth in the 1980s and 1990s. As the adoption of outsourcing 
practices grows, managers need a spectrum of information for the analy-
sis of such a strategic option in order to better identify the opportunities 
and challenges involved with the externalization, but also to monitor 
decision factors relating to outsourcing.

The literature recognizes that for outsourcing to be successful the deci-
sion needs to be an informed one: while there is abundant literature on 
the motives for outsourcing, a more structured approach to the analysis 
of outcomes is being sought by managers and scholars in order to achieve 
stronger support in decision-making. We attempt to accomplish a deeper 
understanding of the outcomes of outsourcing, by identifying two main 
categories of organizational issues relating to the outsourcing decision, 
such as: (1) the paradoxes of outsourcing, namely the time span for the 
evaluation of outcomes and the effects of a multiplicity of stakeholders; 
and (2) the management of the ‘liminal’ effects generated by the adop-
tion of outsourcing practices.

First of all is the issue of time to evaluate the outcomes of organiza-
tional change, as managers tend to expect the organizational settings to 
adapt to changes in the medium-term while the evaluation of the out-
comes, by different stakeholders, occurs mostly in the short-term. 
Lengthy evaluations and implementation processes require managers not 
to focus solely on short-term needs, as the new organizational solutions 
do not automatically adapt to the new post-outsourcing setting.

Second, the multiplicity of stakeholders surrounding the firm perme-
ates any organization model and choice; thus the inclusion of multiple 
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perspectives in the evaluation of outsourcing choices could be a solution 
to avoid unnecessary tensions and converge towards common decision 
processes.

Finally, the issue of liminality has been growing in the organizational 
literature, due to the increased attention given to the permeability of 
organizational boundaries, and will be taken into account when analys-
ing outsourcing decisions, as these are likely to determine liminal spaces, 
which can be seen as both desirable and creative, but are traditionally 
considered as potentially unsettling.

Outsourcing is a business strategy and, being so, the link between the 
decision and the expected structural and strategic changes is tight. 
Managers should encourage the adoption of long-term and multi-actor 
perspectives in the evaluation of the results.

Although outsourcing is broadly recognized as a relevant and multi-
faceted strategic choice, its actual outcomes are still debated and detailed 
information in the hands of management can help avoid a costly and not 
easily reversed choice. Effective management of the outsourcing relation-
ships is an organizational imperative, as it is well recognized that the suc-
cess of outsourcing passes through a cultural change, organizational 
restructuring, ability to adapt and an extremely complex coordination.
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