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Abstract: This paper aims to highlight the role of unconsciuos factors in outsourcing choices, with particular
reference to the strategic outsourcing, in which some cultural dimensions play a significant role, conditioning the
decision-making process even unconsciously. In fact, even though managers always claim to be able to manage
outsourcing relationships based on rational and conscious factors, they are inevitably affect by their personal and
organizational culture, and in particular by some irrational or unconscious factors which affect their evaluations
and decisions. That is, the aim of this paper is to identify these factors and to provide a conceptual framework to
highlight these factors’ interdependence outsourcing choices. Methodologically, this paper is conceptual in nature,
based on reviewing existing research, and strives to contribute to existent literature putting together the theoretical
concerns about both organizational culture and strategic outsourcing. The findings of this study showed that, along
with the rational factors involved in making outsourcing choices, there are some cultural factors affecting attitudes
and evaluations towards outsourcing unconsciously; this study contributes to the advancement of knowledge and
provides a conceptual integrated model underlining how consciuos and unconscious factors interact in outsourcing
choices.
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1. Introduction

The outsourcing choices have been a sensational phenomenon within the entrepreneurial practice, concerning
now almost every business activity, function, and process (Feeny, Lacity, & Willcocks, 2012; Leavy, 2001; Marjit
& Mukherjee, 2008). More than the great diffusion from the quantitative point of view, the outsourcing
phenomenon development concerned most of all the continuous widening of goals and contents non restricting to
the outsourcing of business activities and functions characterized by a low complexity and by a little strategic
significance (commodities), but also concerned other activities, functions and even complete processes
characterized by a strong impact on company competitiveness and on the value creation. Eventually there has
been a proliferation of different kinds of outsourcing which came from the more traditional factical outsourcing to

the more complex strategic outsourcing, business process outsourcing and transformational outsourcing.
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The evolution of the outsourcing can be seen from the point of view of its goals; in particular, whereas in the
past outsourcing was essentially aimed to achieve cost reduction, nowadays its goals are linked to knowledge,
expertise and technology held by third companies (Maskell et al., 2007; Mclvor, 2000); these goals are based on a
high management and control ability of relational dynamics that companies have been developing through
experiential learning (Popoli P. & Popoli A., 2009). During the last decades, firms have learned to consider
outsourcing from a strategic perspective, which constitutes the most innovating feature in the business system
organization in a hypercompetitive and globalized contest as the one we live in (Brown & Wilson, 2005; Popoli,
2011).

The idea of studying the role of the unconscious factors in outsourcing choices derives from the
consideration that despite firms often claim to be willing and capable of opening up to the outsourcing and
managing cooperative dynamics with other organizations, empirical observation has reported difficulties or
resistance affecting the choice to entrust to outside providers certain entrepreneurial activities, processes, or
functions; furthermore, these factors also affect the nature of the inter-organizational dynamic that develops
between the client and vendor.

For the goal of this paper, it is important to underline how outsourcing choices are usually made using a
range of criteria pre-arranged by every company aiming to give the process the higher level of “rationality”. In
particular, outsourcing choices are determined, first and foremost, by three rational factors: the need for change,
the costs/benefits, and the risks associated with the decision. Especially in strategic outsourcing, rather than in
tactical outsourcing, the degree of openness of a firm to outsourcing engagements depends on:

first of all, the ability to capture the need for change, and specifically the external and internal pressures that
demand changes in the architecture of the firm’s business system, requiring structural interventions on the value
chain;

secondly, the greater value that may be achieved through the outsourcing of activities, processes, or functions,
specifically in reference to the exploitation of the supplier’s innovative capacity, and to its potential contribution
to the generation of sources of competitive advantage, increasing benefits and reducing costs;

thirdly, the risks attributed to outsourcing, often ascribable to the subject’s limited rationality more so than
the objective uncertainty of the organizational change.

The thesis upheld by this study is that the choice is not only made by rational factors, but also by
organizational culture conditioning every stage of the process above described. The conditioning can emerge in
two ways, consciously and unconsciously. In fact, organizational culture is partly conscious because it is included
in the criteria and procedures used in the choice, and partly unconscious, because unconsciousness characterize
every single individual working in a company, both as top manager having the organizational responsibility of the
choice and as middle and low manager who is the one concretely appointed to improve the choice of outsourcing.
This has happened since outsourcing has to be defined inside strategic and organizational change processes, so it
cannot avoid cultural interferences and changes going with every company change. In the case of outsourcing,
organizational culture has to be considered as a very outstanding and conditioning factor for the choice making
and its implementation, as well as relationship management between client and vendor.

Having said that this paper aims to provide conceptual insights on this subject and to represent a useful
reference to further studies and future research. In particular, in this study two research questions are defined: (1)
What are the cultural factors which are at the same time conscious and unconscious factors of choice of wheather
to resort to outsourcing? (2) How do these identified factors act in the outsourcing choices, and, in particular, how
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do they interfere with rational factors?

This paper is organized as follow: after this introduction, the second section provides a literature review on
both outsourcing choice process and organizational culture, aiming to identify, on the one hand, the main factors
which the outsourcing choice is generally based on; and, on the other hand, the role of the organizational culture
in change processes; the third section describes the research framework and what this study strives to provide as
knowledge advancement in the field of outsourcing; the fourth section identifies the most relevant cultural factors
affecting (both consciously and unconsciously) the decision-making process to outsource, and provides an
integrated model to conceptualize this interdependence; finally, in the conclusion, findings are summarized;
limitations of this study and future research are also identified.

2. Literature Review

2.1 Rational Factors at the Root of QOutsourcing Choices

Outsourcing choices are mainly determined by rational factors, namely:

e the need for change, given external environmental conditions;

e the costs and benefits of outsourcing;

e the risks related to it.

2.1.1 The Need for Change

Above all, as any other strategic choice, the decision to outsource business activities, functions or processes
is triggered by some environmental condition external to the firm, both at a macro or general level, and at a micro
or competitive level (Taylor & McAdam, 2004), which require the firm to respond for the proper adaptation.
Furthermore, it has been observed that powerful trends in the global business environment have made outsourcing
a growing phenomenon (Brown & Wilson, 2005).

Therefore, the need to outsource may arise triggered from different factors, and be addressed at different aims
(Arnold, 2000; Mclvor, 2005). Traditionally, the objectives associated with outsourcing are: cost reduction,
focusing on core business, risk fragmentation, and access to resources, knowledge and technologies that the firm
does not have.

Furthermore, the most important lessons from the 1990s with regards to business and strategic management
clearly taught firms that the search for competitive advantage should be based on the possession of distinctive
long-lasting competencies, which would be difficult to imitate or reproduce for competing firms, and through
which competitive differentials are generated; what the 1990s have shown is that distinctive advantages may also
be built through the knowledge and abilities contributed by third parties, rather than only from the resources and
competences existing within the firm (Barney, 1999).

Consequently, today’s outsourcing choices should be studied as a main drive to the development of a firm’s
activities, no longer rooted in search of cost saving, but rather of the opportunities for growth that may be created
through the integration of complimentary resources and competencies owned by third parties. “What” and “why”
are, therefore, the first questions to be addressed with regards to outsourcing choices, in that they most definitely
constitute the main determinants of the success or failure of this choice. Furthermore, all phases of the outsourcing
process is influenced by what the firm is intending to outsource and which are the aims behind such a decision,
and will thus take a variety of forms of differing levels of complexity.
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2.1.2 The Costs and Benefits of Outsourcing

The second factor in question is represented by the benefits of outsourcing. After having defined “what” and
“why” of an outsourcing choice, all the managerial issues that will be affected by such a decision should be
evaluated, and, most importantly, to assess the consequences that outsourcing will have on the strategic, economic
and organizational aspects of management, with the aim of obtaining a clear picture of its costs and benefits.

With regards to strategic aspects, it is necessary to identify the changes that outsourcing triggers in the firm’s
value chain and in its competitive ability, both in the short- and long-term. This phase of strategic analysis regards
the following main features, hereby presented in the form of questions:

e  how does the firm’s value chain change after the integration of the supplier?

e  how are the firm’s strengths and weaknesses affected by it?

e  how does the firm’s degree of strategic and operational flexibility change?

e  which entrepreneurial activities, different from but related to the outsourced ones, become involved in

this decision and which changes do they suffer — or need to be actively promoted — within the context of
a “systemic” management of the outsourcing?

e  how do the sources and modalities of competitive advantage change?

e which repercussions are there at the level of distinctive competencies? Enrichment, substitution,

pauperism?

e  which impacts does outsourcing have in the short-, medium- and long-term on all of the above?

o finally, what happens if the outsourcing relationship fails, and what might be the paths of development

in the prospect of a reversal of this decision?

With regards to the economic aspects of this decision, the identification of the costs that arise from
outsourcing may be achieved through the criteria defined by the theory of transaction cost economics (Williamson,
1975, 1979), hereby assumed as known. Specifically, the theory identifies which costs should be taken into
consideration for the ‘make or buy’ decision, which are in reference to the management, coordination, and control
of the relationship of exchange with the supplier. Furthermore, this theory also specifies which internal and
external conditions influence the transaction costs, and teaches us that these transaction costs may only be partly
identified ex ante, both due to the limited rationality of those carrying out the analysis, and to the uncertainty and
complexity that characterize the external environment.

Finally, as far as the organizational aspects are concerned, the choice to outsource involves all organizational
variables: the structure, human resources, company culture, organizational environment, managerial style, and
information systems. All of these aspects are simultaneously relevant both within and outside the firm, in that they
concern both inter-organizational relations between the client and vendor, and the infra-organizational relations
between actors internal to the firm: the owners, the management, and the human resources.

Specifically, with regards to the relationship with the supplier, the main issues concern the modalities through
which an effective organizational integration is achieved, both in terms of procedures, structures, human resources,
and information and communication systems. The complexity of the organizational integration between client and
vendor obviously also depends on the type of outsourcing; specifically, it is greater in relation to strategic
outsourcing, compared to tactical outsourcing, and in relation to a medium- or long-term partnership, compared to
a mere short-term transaction. Furthermore, the complexity of integration highly depends on the company culture
characterizing both firms. In this regard, it has been observed that cultural diversity may be a significant cause of

friction in the management of the partnership, and consequently determine an increase in managerial costs (Power,
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Bonifazi & Desouza, 2004). Also Mahnke, Overby and Vang (2003) highlight the importance of a potential
cultural discrepancy between the two parties, and consider it to be one of the main causes of failure of outsourcing
endeavours.

In fact, an important aspect of the analysis of organizational consequences of outsourcing is the assessment
of the type of relationship that will arise with the supplying firm; specifically, if the resulting relationship is of a
unilaterally dependent nature, a reciprocal dependence nature, or a partnership. Indeed, the possibility of finding
oneself in a dependent dynamic with the supplier, be it from a strategic, technological or managerial viewpoint,
constitutes one of the main risks associated with the decision to outsource.

With regards to the internal impact of outsourcing suffered by the firm, one of the main critical aspects is the
management of the human resources that had previously been assigned to the outsourced activities, functions or
processes, which may result in a variety of organizational choices, namely:

e  continuing to carry out the same tasks, in collaboration or under the directives of the new supplier;

e  Dbeing involved in different tasks to the ones previously covered,;

e  becoming employed by the supplying firm.

One of the risks of outsourcing operations which involve significant changes in the organigram of labour
functions concerns the emergence of friction or resistance to change on the part of human resources, even though,
on the other hand, there may be scope for the valorisation of existing competencies or of professional growth.
Nonetheless, in most cases outsourcing generates staff demotivation, in that it is perceived as a means to side-line
or marginalize certain groups of employees, and in some cases even some managers (Hall, 1997).

In this regard, one of the specific risks of outsourcing is social in nature (Quélin & Barthélemy, 2006), which
concerns the exacerbation of union dynamics, or the weakening of the relationship of trust with the employees,
who will start to perceive a threat to their job security, and consequently tend to reduce their sense of belonging
and identification towards the firm. As Greaver (1999) observed, “the true measure of the success will be how
quickly the employees accept the change and move forward”.

2.1.3 The Outsourcing Risks

The third rational factor is the assessment of the risks related to the outsourcing choice. A risk is the
probability of a “negative departure from prefixed objectives” (Lam, 2014; Sadgrove, 2015). Specifically, a risk is
related to events that may be damaging to the firm, generally referring to the obtainment of a negative result, or a
positive result inferior in nature to the quantitative and/or qualitative expectations of the firm.

Subsequently, risks arise when the conditions to predict potentially harmful events are lacking, and they are
therefore the consequence of a scarcity of information during the decision-making process. Specifically,
informational scarcity may be due to two different reasons: the first one is the objective difficulty of determining
in advance the degree of probability of a given event, whereas the second is the insufficient availability of
information or inadequate ability to elaborate it on the part of the decision-makers.

Therefore, risks of outsourcing are all those conditions or circumstances which may not be predicted in a
quantitatively or qualitatively precise manner at the time the decision is made; these risks may be in regards to
economic, strategic or organizational aspects of outsourcing, and distance the results obtained from the prefixed
objectives.

For example, empirical evidence of the main risks that firms associate to outsourcing is given by a study
carried out by Ernst & Young on the practices and tendencies of the outsourcing market in France (Barometre
Outsourcing, 2003) (Table 1).
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Table 1 Impediments to Outsourcing (Perceptions of Risk)

Loss of control of the outsourced activity 46%
Quality performance issues 33%
Overall costs of the outsourced activity 26%
Human resources management issues 24%
Loss of competence in the outsourced activity 21%
Other issues 2%

2.2 The Role of Organizational Culture in Organizational Change

Organizational culture is one of the widest concepts which could be seen from various perspectives, and it
has been conceptualized by very different subjects, such as sociology, psychology, anthropology and management.
Among these, the management science perspective observes what organizational culture means in terms of
organizational “dimension” and how it impacts behavior and choices made by firms.

From this point of view, researchers have defined organizational culture according to values and beliefs,
patterns, symbols, ritual, and myths, as a holistic construct guiding organization through its behavior and choices
(Schwartz & Davis, 1981; Schein, 1992; Trice & Beyer, 1984). So, organizational culture refers to shared values,
beliefs, expectations and practice shaping and guiding individuals’ attitudes and behavior (Davis, 1984; Rousseau,
1990), and this is what differentiates an organization from the others.

According to Shein (1985), one of the most famous researchers into this topic, organizational culture can be
defined as “a pattern of shared basic assumptions that the group learned as it solved its problems of external
adaptation and internal integration, that has worked well enough to be considered valid and therefore, to be taught
to new members as the correct way to perceive, think and feel in relation to those problems” (p. 9). The author
considers organizational culture as a construct where you can identify three domains (Figure 1): (a) artifacts, such
as procedures, organizational structures, as well as visible behavior, styles and even clothing; (b) espoused values,
made by the complex of rules, values, beliefs, standards, and prohibitions; (¢) basic underlying assumptions,
which are the invisible essence of organizational culture, the ones determining the perceptions, the feelings, and
all is beneath the individuals’ behavior. In this model, the three domains interact with each other and give the

organizational culture a precise identity.

Artifacts
(visible behavior)

+ 1

Espoused values
(rules, standards prohibitions)

+ T

Basic underlying assumptions
(invisible, unconscious)

Figure 1 The “Domains” of Organizational Culture by Schein (1992)
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According to Schein (1985), organizational culture is a set of basic underlying assumptions and guiding
principles affecting the way of doing business. In particular, organizational culture affect all organizational
domains, strategy, structure, and operations, in a hierarchical order in which there is a learning process allowing
the organization learn and adjust each element in function of the others.

The link between organizational culture and strategy, and in particular between organizational culture and
strategic change, is important for this study to achieve its goal. Gordon (1991) assumes that organizational culture
is a result of the successfully adaptation to the environment. In the current globalized scenario, the external
environment changes very quickly and it is really difficult for organizations to follow this continuous and rapid
technological, economic, societal, and political evolution. As a consequence, it is reasonable that organizations
show some difficulties and inertial forces to change, because this adaptation process involves change in
organizational culture, whose formation and consolidation is processes being slower than the environmental
change. Moreover, the organizational change is unique in each situation, because of the nature of the organization,
the business nature, the management style, the values, and the behavior successfully experienced in the past.

Every organizational change involves technological, organizational and personal factors, as pointed out by
Linstone and Mitroff (1994), and among these, people are undoubtedly the most difficult element to cope with.
This is due to the fact that people are generally more comfortable with what they have learned or knew, while they
show resistance towards the change and in particular towards uncertainty and what is unknown or risky. As a
consequence, as Dunham (1984) affirms, the crucial factor for being any change effective is the way organization
deals with the individuals’ beliefs, values, assumptions, and attitudes.

Similarly, Juechter et al. (1998) assume that most important leverage for significant and realistic change
resides within the human sphere at the core of every business system.

People are generally worried about the substantive change in job, reduction in economic security, and
lowering of status and psychological aspects as well. Elizur and Guttman (1976) suggested that there are three
dimensions of individuals’ reaction to organizational change: affective, cognitive, and instrumental. Affective
reaction refers to the feeling of satisfaction or anxiety relating to the change; cognitive reaction refers to the
opinions about knowledge required by the change, and its usefulness and necessity; instrumental reaction refers to
the concrete actions required by the change in the professional sphere.

In sum, according to Cartwright and Cooper (1993), culture is to an organization what personality is to an
individual. As well as personality, organizational culture is unique to each organization, and concerns tradition,
shared values and beliefs, shared expectations about organizational life, referring to the present as well as to the
future. This is the reason why organizations show very often a relevant resistance towards organizational change,
since organizational culture is the result of the successfully adapting to the internal and external environment
(Gordon, 1991).

3. Research Framework

We can call “degree of openness to outsourcing” the propensity and attitude that a firm has towards opening
up their business system to the participation of third parties, externalizing important activities, functions, and even
entire processes highly significant from a strategic stand point.

As stated before, outsourcing choices are determined, first and foremost, by three rational factors: the need
for change, the costs/benefits, and the risks associated with the decision. These three factors have different effects
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on the formulation of the final decision: specifically, the decision to outsource is, on the one hand, positively
correlated to the need for change and the benefits of outsourcing, and, on the other hand, inversely correlated to
the totality of economic, strategic, and organizational risks which may be associated with the choice to outsource
(Figure 2).

CONSCIOUSNESS

NEED FOR CHANGE COSTS/BENEFITS RISKS

o~ -~

OUTSOURCING CHOICE

Figure 2 Rational Factors Affecting Outsourcing Choice

Figure 2 represents the first conceptual indication of how the three identified rational factors influence the
decision to outsource. The aim of this study is to provide a conceptual model which will take into account both
rational and emotional or irrational factors, which, in our opinion, play more than a secondary role in the final
outsourcing choice. In particular, the decision to outsource does not only depend on the abovementioned rational
factors, but also on some organizational culture factors. Among these, those that in our opinion directly affect
outsourcing choices, in both conscious and unconscious way, are the following: (1) degree of path dependency; (2)
uncertainty avoidance, (3) trust.

The degree of “path dependency” that each organization shows vis-a-vis change: Arthur (1989) and Gordon
(1991) highlight that organizations are often mistrustful about implementing new working conditions that
consolidate a particular organizational culture. In many cases, the company is bound to a dependence phenomenon
that conditions both the objective and rational evaluation of all factors involved in the outsourcing choice.

Since each entrepreneurial decision is taken in conditions of uncertainty, every organization shows a different
degree of “uncertainty avoidance”. It is a dimension of organizational culture that regards the way in which the
organization perceives and deals with the uncertainty of change (Liu & Almor, 2016); often, it is translated into an
overestimation of risks and an underestimation of potential benefits of change.

The “trust” that companies have towards partners, if decreased, can limit the tendency to collaborate and
share, create mistrust towards the goals achieved by the counterpart, create a tendency to organise strict processes
of control and make the relationship quite formal (Kim et al., 2007; Greenburg et al., 2008).

In the next section, these cultural dimensions and their impact on outsourcing choices will be discussed more
in details. For now, what needs to be highlighted is that the identification of need for change, the analysis of the
costs/benefits of outsourcing, and the assessment of the risks are three factors that “just appear” to be merely
rational, but istead they are conditioned by organizational culture through an unconscious mechanism that
influences the individual perceptual sphere. Therefore, it becomes more appropriate to speak of — perceived need
for change, — perceived costs and benefits and — perceived risks. This means that managing outsourcing choices
relying exclusively on assumptive rationality is an unrealistic ambition and conceptually deceptive.

What we want to discuss below is that a firm’s degree of openness to outsourcing is highly conditioned by
the cultural factors which influence (both consciously and unconsciously) the rational factors that drive the
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decision-making process to outsource.
4. Discussion

As stated above, organizational culture refers to shared values, beliefs, expectations and practices shaping
and guiding individuals’ attitudes and behavior (Davis, 1984; Rousseau, 1990), and this is what differentiates an
organization from the others. Organizational culture is also a concept referring to formal and informal elements,
and it is the result of a combination of them (Hofstetter & Harpaz, 2015); moreover, organizational culture is
influenced not only by the internal environment but also, at the same time, by the external environment.

Organizational culture is consolidated within people and organizations, as a structural element. It is specific
to each organization and thoroughly pervades it. Therefore, to link organizational culture and outsourcing choices,
first of all we had to identify what organizational factors are involved, more than others, both directly and
relevantly to this relationship (research question n. I).

4.1 The Degree of Path Dependency

Referring to the internal and external integration processes (Schein, 1985), two different types of
organizational culture can be distinguished: integrative and hierarchical cultures, which differ on how the
organizational change processes are facilitated or hindered in each specific organization according to its unique
characteristics (Schein, 1985; O’Reilly et al., 1991; Tsui et al., 2007).

The integrative culture is characterized by widespread and shared strong values by all organizational
members, which facilitate the achievement of both internal integration and external adaptation. According to
O’Reilly et al. (1991), it is a type of culture based on the strong values: caring for employees, customers and
society, strong focus on product and process innovation and high performances. What characterises organizations
with integrative culture is that managers and employees show a strong degree of flexibility and willingness to
change, because of their strong sense of belonging, commitment and focus on organizational performances. In
integrative cultures, these characteristics belong to both individuals working inside organizations (internal
integration) and those interacting with external subjects and institutions that are beyond the boundaries of the
organization (external adaptation).

The hierarchical culture is characterized by formal rules, coordination mechanisms based on hierarchy and
supervision, with less presence of strong and shared values within the organization. This culture shows great
rigidity and formalisation of working conditions, and both managers and employees tend to have defensive
behavior, searching for a greater sense of security in continuity rather than in change. Therefore, they show low
levels of availability towards organizational change because they fear the uncertainty and the risks of change.
Naranjo-Valencia et al. (2011) claim that this is the reason why, in organizations characterized by hierarchical
culture, it is more difficult to find the appropriate conditions for both internal integration and external adaptation.

Moreover, organizational change depends on the management style, organizational value and past successful
practices (Gao, 2017), which play a relevant role on defining if and how organization should be changed. In fact,
in most cases managers and employees tend to counteract everything that is unknown or considered risky; what is
already known and internalized in one's behavior is much more reassuring, whereas what is new (and its
consequences) is feared. In addition, people are generally worried about the impact of organizational change on
work conditions, status, wages and any other psychological issues.

As Elizur and Guttman (1976) stated, people could show three different reactions towards organizational
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change, namely affective, cognitive and instrumental reaction. The affective reaction refers to the sense of
satisfaction or concern that an individual can feel in organizational change processes; the cognitive reaction refers
to the sphere of rationality, that is, to the opinions that individuals form about the importance and need to change,
as well as about the ability to do things differently; the instrumental reaction refers to all concrete actions and
professional implications related to the organizational change.

For these reasons, Dunham (1984) states that the effectiveness and success of an organizational change
depend on the individuals’ reaction that is guided by their beliefs, their values, and their consequent behaviors.
Similarly, Juechter et al. (1998) and Nikpour (2017) affirm that the human resources are the crucial factor of any
organizational change, since they are the foundation of every organization.

In conclusion, the life of any organization is a succession of processes of internal integration and external
adaptation (Gordon, 1991), during which it develops its own path dependency which then emerges in
organizational change processes. Therefore, path dependency plays a crucial role when organization has to choose
whether and how to change due to internal or external factors. According to Chukwuka (2016) and Arif et al.
(2017), organizational culture can be both strength and weakness in organizational change processes.

4.2 The Attitude of Organizational Culture Towards Uncertainty

Another important aspect to consider is the relationship that exists between the organizational culture and
uncertainty, which is undoubtedly one of the main critical aspects of any type of organizational change. All
managerial decisions are taken under uncertain conditions and in particular all decisions that have a strategic
dimension. So, how to face to uncertainty is another cultural factor affecting organizational change (Shendel,
2007). In this regard, Liu and Almor (2016) outlined that both societal and organizational culture are critical in
determining how organizations perceive, analyse and face uncertainty; often it happens that organizations
operating in the same environment and exposed to the same degree of uncertainty react differently carrying out
very different organizational change processes.

The same opinion was expressed by Milliken (1990), who highlighted that organizations face uncertainty
through three conditions: state uncertainty, effect uncertainty and response uncertainty.

State uncertainty concerns the unpredictability of the environmental conditions change; therefore, it might be
difficult to know and interpret the true state of them. This issue is defined in literature as “perceived
environmental uncertainty”. Effect uncertainty refers to the uncertain impact of the environmental conditions
change on the specific organization. This is an “interpretive” field for organizational decision makers regarding
the way uncertainty could affect their organization and the possible positive as well as negative consequences of
change on the different parts of the firm’s system. Finally, response uncertainty refers to the effectiveness of
strategic options planned as responses to environmental stimuli, including the uncertainty of each possible
consequential effect of that response (Wang & Rafiq, 2014).

4.3 Trust Towards Partners

Trust towards potential partners is another crucial cultural factor affecting outsourcing choices. Trust derives
from both societal and organizational culture, which are two different yet not separate domains due to
interdependence and mutual influence. In particular, scholars outlined that trust placed by individuals on potential
interlocutors represents a relevant element of societal culture that is reflected in organizational culture (Wicks et
al., 1999; Van der Meer-Kooistra & Vosselman, 2000).

This trust, regarding our specific focus on human action, is important to all form of partnership among
companies. In this regard, some studies have emphasised trust in entrepreneurial relationships and have identified
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a link between trust and societal-cultural dimensions. Among these, perhaps the most famous theory regarding the
link that exists between societal culture and organizational culture (and trust) is the Hofstede’s theory (1983,
1993). According to this theory, there are four main dimensions of societal culture: individualism, power distance,
uncertainty avoidance and masculinity. For the aim of this paper, it is important to outline that, excluding the
dimension of masculinity, empirical studies confirm the existence of a link between the other three dimensions
and the level of trust that people (and, as a result, the organization) indirectly express when they are involved in a
relationship.

In particular, regarding collectivism versus individualism, Realo et al. (2008) and Etzioni (1993) find a
higher level of interpersonal trust in countries where collectivism prevails over individualism. Similarly, Putnam
(2001) underlines that, where collectivism prevails, people believe that the achievement of their well-being can be
facilitated if collective goals are pursued. Regarding power distance, Huff et al. (2002) demonstrate that, the more
people feel they live in a high hierarchy context, the less they are willing to trust others. Finally, regarding
uncertainty avoidance, Inglehart (1997) demonstrates that a high level of uncertainty avoidance generally
decreases interpersonal trust; in this condition, people find it more difficult to place trust outside their inner circle
of family, friends and acquaintances.

4.4 The Integrated Model

Regarding the second research question (How do the identified unconscious factors affect the outsourcing
choices, and, in particular, how do they interfere with rational factors?), the thesis proposed in this study can be
described through a conceptual model that shows the role of the unconscious factors on outsourcing choices and
how this role emerges. This model highlights the critical factors in outsourcing choices by identifying those
related to the unconscious part of organizational culture and those that use the “rational” tools consciously.

In particular, the thesis hereby proposed is that the choice of whether to make a decision to outsource to third
parties some activity, function or process is not only based on conscious and rational assessments, but it is affected
by the degree of path dependency, by uncertainty avoidance, and by the degree of trust in potential partners.

Therefore, the three cultural factors above identified interfere (in both consciously and unconsciously) with
the rational and conscious factors. This interdependence is hereby expressed through a conceptual model
graphically represented in Figure 3.

As shown in Figure 3, each of the three rational factors is under the unconscious factors influence, which will
inevitably affect the perception of the need for change, the significance and the importance given to the
costs-benefits analysis, and the identification and evaluation of economic, strategic and organizational risks that
are linked to the outsourcing choice.

In conclusion, path dependency, uncertanty avoidance and risks perception are the three most important
cultural factors affecting outsourcing choice; therefore, they play a relevant role determining the degree of
openess to outsourcing engagement, conditioning the evaluation criteria that are “at first sight” rational and

conscious.
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Figure 3 The Interdependence Between Conscious and Unconscious Factors: A Conceptual Integrated Model

Integrating conscious (rational) and unconscious factors, we can summarize that outsourcing choices depend
on both of them, and that in each situation the first ones or the seconds ones could be prevalent. However, in all
situation unconscious factors play a relevant role in outsourcing choice, as well as in all organizational change,
because of they are inevitably connected to every individual, and are therefore incorporated, both consciously and

unconsciously, in his behavior.
5. Conclusion

This paper investigated the impact of organizational culture on outsourcing choices, with particular reference
to some unconscious factors which, more than others, interfere with the rational factors usually adopted in this
kind of decision. It has been showed that managers usually consider three main factors as critical for the
outsourcing choice, namely need for change, costs/benefits, and risks. The thesis put forward in this paper claims
that these three factors usually considered as “rational”, actually do not are. On the contrary, they are very
conditioned by the organizational culture and hence the outsourcing choices derive from a complex process of
analysis and evaluation, subjective and not objective, partly conscious and partly unconscious. In particular, we
identified three cultural factors which have in our opinion a great impact on outsourcing choices, conditioning
both consciously and unconsciously all assessments linked to the decision on whether and how to outsource; they
are path dependency, uncertanty avoidance and risks perception. These factors determine the degree of openess to

outsourcing engagement, conditioning the evaluation criteria that are “at first sight” rational and conscious.
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This paper provided an integrated model to unify in an overall conceptual framework the main conscious and
unconscious factors affecting the decision-making process. Its aim was essentially to provide conceptual insights
on outsourcing domain which could be further enriched or better specified by future research. In particular, future
research could pass the limits of this study through the closer examination of the dimensions of organizational
culture which could impact on outsourcing choices; moreover they could enrich the content of organizational
culture going beyond the identified elements; finally differentiating the analysis based on the different types of
outsourcing considered, in particular its different objects and aims.

References

Arif M., Zahid S., Kashif U. and Sindhu M. L. (2017). “Role of leader-member exchange relationship in organizational change
management: Mediating role of organizational culture”, International Journal of Organizational Leadership, Vol. 6, No. 1, p.
32.

Arnold A. (2000). “New dimensions of outsourcing: A combination of transaction costs economics and the core competences
concept”, European Journal of Purchasing & Supply Management, No. 6.

Arthur W. B. (1989). “Competing technologies, increasing returns and lock-in by historical events”, The Economic Journal, No. 99,
pp. 116-131.

Barney J. B. (1999). “How a firm’s capabilities affect boundary decisions”, Sloan Management Review, No. 40, pp. 137-145.

Brown D. and Wilson S. (2005). The Black Book of Outsourcing, New Jersey: John Willey and Sons, Inc.

Cartwright S. and Cooper C. L. (1993). “The role of culture compatibility in successful organizational marriage”, Academy of
Management Executive, No. 7, pp. 57-70.

Chukwuka Z. C. (2016). “Impact of organization culture and change on organizational performance”, Global Journal of Applied,
Management and Social Sciences, No. 12.

Davis S. (1984). Managing Corporate Culture, Balinger, Cambridge, MA.

Dunham R. B. (1984). Organizational Behavior: People and Process in Management, Homewood, IL: Richard D. Irwin.

Elizur D. and Guttman L. (1976). “The structure of attitudes toward work and technological change within an organization”,
Administrative Science Quarterly, No. 21, pp. 611-623.

Etzioni A. (1993). The Spirit of Community: The Reinvention of American Society, New York: Simon & Schuster.

Feeny D., Lacity M. and Willcocks L. (2012). “Taking the measure of outsourcing providers”, MIT Sloan Management Review, Vol.
46, No. 3.

Gao Y. (2017). “Business leaders’ personal values, organisational culture and market orientation”, Journal of Strategic Marketing,
Vol. 25, No. 1, pp. 49-64.

Greaver M. F. (1999). Strategic Outsourcing: A Structured Approach to Outsourcing Decisions and Initiatives, New York: Amacom.
Greenburg P. S., Greenberg R. H. and Antonucci Y. L. (2008). “The role of trust in the governance of business process outsourcing
relationships: A transaction cost economics approach”, Business Process Management Journal, Vol. 14, No. 5, pp. 593-608.

Gordon G. G. (1991). “Industry determinants of organizational culture”, Academy of Management Review, No. 16, pp. 396-415.

Hall R. (1997). “The outsourcing alternative: Making sure it will work for you”, CMA Magazine, March.

Hofstede G. (1983). “National cultures in four dimensions: A research-based theory of cultural differences among nations”,
International Studies of Management & Organization, Vol. 13, No. 1-2, pp. 46-74.

Hofstede G. (1993). “Cultural constraints in management theories”, The Academy of Management Executive, Vol. 7, No. 1, pp. 81-94.

Hofstetter H. and Harpaz 1. (2015). “Declared versus actual organizational culture as indicated by an organization’s performance
appraisal”, The International Journal of Human Resource Management, Vol. 26, No. 4, pp. 445-466.

Huft C. L., Couper J. and Jones W. (2002). “The development and consequences of trust in student project groups”, Journal of
Marketing Education, Vol. 24, No. 1, pp. 24-34.

Inglehart R. (1997). Modernization and Postmodernization: Cultural, Economic, and Political Change in 43 Societies, Princeton
University Press.

Juechter W. M., Caroline F. and Alford R. J. (1998). “Five conditions for high performance cultures”, Training and Development, Vol.
52, No. 5, pp. 63-67.

Kim J. J., So S. H. and Lee Y. H. (2007). “The effects of trust on the intention of adopting business process outsourcing: An empirical
study”, International Journal of Computer Science and Network Security, Vol. 7, No. 10.

633



Consciousness and Unconsciousness in Outsourcing: A Conceptual Integrated Model

Lam J. (2014). Enterprise Risk Management: From Inventives to Control, John Wiley & Sons.

Leavy B. (2001). “Supply strategy — What to outsource and where”, Irish Marketing Review, Vol. 14, No. 2, p. 46.

Linstone H. A. and Mitroff I. 1. (1994). The Challenges of the 21st Century, New York, NY: State University of New York Press.

Liu Y. and Almor T. (2016). “How culture influences the way entrepreneurs deal with uncertainty in inter-organizational relationships:
The case of returnee versus local entrepreneurs in China”, International Business Review, Vol. 25, No. 1, pp. 4-14.

Mahnke V., Overby M. L. and Vang J. (2003). “Strategic IT outsourcing: What do we know and need to know?”, Proceedings of the
Druid Conference 2003 on Creating, Sharing and Transferring Knowledge, Copenhagen, June 12-14.

Marjit S. and Mukherjee A. (2008). “International outsourcing and R&D: Long-run implications for consumers”, Review of
International Economics, No. 16, pp. 1010-1022.

Maskell P., Pedersen T., Petersen B. and Dick-Nielsen J. (2007). “Learning paths to offshore outsourcing: From cost reduction to
knowledge seeking”, Industry and Innovation, Vol. 14, No. 3, pp. 239-257.

Mclvor R. T. (2005). The Outsourcing Process: Strategies for Evaluation and Management, Cambridge, Cambridge University Press.

Mclvor R. (2000). “A practical framework for understanding the outsourcing process”, Supply Chain Management: An International
Journal, Vol. 5, No. 1, pp. 22-36.

Milliken F. J. (1990). “Perceiving and interpreting environmental change: An examination of college administrators’ interpretation of
changing demographics”, Academy of Management Journal, Vol. 33, No. 1, pp. 42-63.

Naranjo-Valencia J. C., Jiménez-Jiménez D. and Sanz-Valle R. (2011). “Innovation or imitation? The role of organizational culture”,
Management Decision, Vol. 49, No. 1, pp. 55-72.

Nikpour A. (2017). “The impact of organizational culture on organizational performance: The mediating role of employee's
organizational commitment”, International Journal of Organizational Leadership, Vol. 6, No. 1, p. 65.

O’Reilly C. A., Chatman J. A. and Caldwell D. F. (1991). “People and organizational culture: A profile comparison approach to
assessing person-organization fit”, Academy of Management Journal, No. 3, pp. 487-516.

Popoli P. and Popoli A. (2009). “Old and new paradigms for IT services offshoring”, International Journal of Information Systems in
the Service Sector, Vol. 1, No. 3, pp. 47-64.

Popoli P. (2011). “IT services offshoring: opportunities and critical factors from a strategic perspective”, Information Systems and
New Applications in the Service Sector: Models and Methods, Vol. 1, No. 3, pp. 240-258.

Power M., Bonifazi C. and Desouza K. (2004). “The ten outsourcing trap to avoid”, Journal of Business Strategy, Vol. 25, No. 2.

Putnam R. D. (2000). Bowling Alone: The Collapse and Revival of American Community, New York: Simon and Schuster.

Quélin B. and Barthélemy J. (2006). “Complexity of outsourcing contracts and ‘ex post’ transaction costs: An empirical
investigation”, Journal of Management Studies, Vol. 43, No. 8, pp. 1775-1797.

Realo A., Allik J. and Greenfield B. (2008). “Radius of trust: Social capital in relation to familism and institutional collectivism”,
Journal of Cross-cultural Psychology, Vol. 39, No. 4, pp. 447-462.

Rousseau D. M. (1990). “Quantitative assessment of organizational culture: The case for multiple measures, in: B. Schneider (Ed.),
Organizational Climate and Culture, London: Jossey-Bass.

Sadgrove M. K. (2015). The Complete Guide to Business Risk Management, Ashgate Publishing, Ltd.

Schein E. H. (1985). Organizational Culture and Leadership, San Francisco, CA: Jossey-Bass.

Schein E. H. (1992). Organizational Culture and Leadership (2nd ed.), San Francisco, CA: Jossey-Bass.

Schendel D. (2007). “Risk and uncertainty”, Strategic Entrepreneurship Journal, Vol. 1, No. 1-2, pp. 53-55.

Schwartz H. and Davis S. M. (1981). “Matching corporate culture and business strategy”, Organizational Dynamics, Vol. 10, No. 1,
pp- 30-38.

Taylor J. and McAdam R. (2004). “Innovation adoption and implementation in organizations: A review and critique”, Journal of
General Management, Vol. 30, No. 1, pp. 17-38.

Trice H. M. and Beyer J. M. (1984). “Studying organizational cultures through rites and ceremonials”, Academy of Management
Review, Vol. 9, No. 4, pp. 653-669.

Tsui A. S., Nifadkar S. S. and Ou A. Y. (2007). “Cross-national, crosscultural organizational behavior research: Advances, gaps, and
recommendations”, Journal of Management, No. 33, pp. 426-478.

Van der Meer-Kooistra J. and Vosselman E. G. J. (2000). “Management control of interfirm transactional relationships: The case of
industrial renovation and maintenance”, Accounting, Organizations and Society, Vol. 25, No. 1, pp. 57-77.

Wang C. L. and Rafiqg M. (2014). “Ambidextrous organizational culture, contextual ambidexterity and new product innovation: A
comparative study of UK and Chinese high-tech firms”, British Journal of Management, Vol. 25, No. 1, pp. 58-76.

634



Consciousness and Unconsciousness in Outsourcing: A Conceptual Integrated Model

Wicks A. C., Berman S. L. and Jones T. M. (1999). “The structure of optimal trust: Moral and strategic implications”, The Academy
of Management Review, Vol. 24, No. 1, pp. 99-116.

Williamson O. E. (1975). Markets and Hierarchies: Analysis and Antitrust Implications, The Free Press, New York.

Williamson O. E. (1979). “Transaction cost economics: The governance of contractual relations”, Journal of Law and Economics, No.
22.

635



