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Abstract 
 
 
This thesis investigates how information search in social networks impacts the offshoring location 

decisions of firms in the Danish digital visual cluster. Specifically, impact refers to the extent to 

which the firms will make the same decisions and the rationality of these decisions. The research 

question is empirically investigated using a survey strategy where a questionnaire has been 

distributed to nearly 500 Danish production firms within the industries of film, TV, advertising, and 

digital games. Regretfully, poor response and completion rates significantly constrain the reliability 

of the results, making the most important findings theoretical. Combining network theory and 

information cost economics, I argue that information resides within networks. Because real-life 

networks are asymmetric, global network structures condition the amount of information which 

infuses into a cluster. The rationality of the firms’ offshoring location decisions will improve when 

the cluster is infused with large amounts of information. Further, local network structures influence 

how information diffuses within a cluster. Symmetry in the local network structures promotes equal 

distributions of information, thereby inducing homogeneity in transaction decisions. Arguably, these 

principles can be applied to understand how social network information search impacts the offshoring 

location decisions of firms in the Danish digital visual cluster. 
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Chapter 1: Introduction 
 

“I am not dumb. I just have a command of thoroughly useless information” 

 – Bill Watterson 

 

We, as individuals, make decisions every day. On what to buy, what to eat, and even on what to 

say. As a matter of fact, our every action is an expression on a decision that we, consciously or 

subconsciously, make. Our decision making is based on the principle of cause and effect. We do things 

because we expect that our actions will translate into a particular value in the future. Scholars argue 

that we base our actions on expectations of value, cost and risk (see Steptoe-Warren et al. 2011). 

Comparing different alternatives, we will seek to choose the option that, given our preferences and 

risk profile, yields the most optimal combination of perceived risk and expected return. To improve 

the optimality of our decision making, we seek to obtain knowledge on the various decision 

parameters. Todd and Benbasat (1992) argue that the process of obtaining knowledge in a 

transaction situation involves two steps: (1) the collection of information and (2) the following 

cognitive processing of the collected information. Although different streams of literature disagree 

about the extent to which individuals have access to information and cognitive capacity to process 

it, there is a general consensus that having information is a condition for effective decision making. 

Adopting the position of the bounded rationality perspective, this study orbits around the assumption 

that perfect information is not given, and that it is costly to obtain. In the Information Age, it is not 

surprising that information plays a central role in much research. However, what is surprising is that 

scholars have yet to provide a comprehensive economic theory of information search in transaction 

situations. A theory to explain how firms search for information, which information sources they 

access, and how much information they obtain. The most fundamental purpose of this study is thus 

to fill this theoretical gap by extending the original theory of Nobel laureate George Stigler (1961), 

allowing for the understanding of how information search impacts decision making. 
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Furthermore, the thesis will apply a transactional scope which focuses on the offshoring location 

decision of firms. These are decisions that firms make about the foreign locations of their disintegrated 

activities. I will particularly focus on the firms’ choice of foreign country. Throughout the past 

decades, the concept of offshoring has gained an increasing amount of attention due to the progress 

of globalization. Countries are more interdependent than ever, and the value chains of firms 

commonly span across continents. Parallel to the economic discussion, international business theorists 

have challenged the traditional frameworks, questioning their assumptions about firms’ access to 

information and the implications for their decision making. This study will contribute to this 

discussion, investigating the role of information search of the offshoring location decision. 

Lastly, the thesis investigates an empirical setting in which firms in the Danish digital visual cluster 

(DDVC) offshore production activities to foreign vendors. The term DDVI includes producers of film, 

tv, advertising, and digital games. Market success in digital visual industries is often influenced by 

the size of the home market (O’Connor 2007), and additionally, global productions with escalating 

production budgets are occupying an increasing share of the markets (Bakker 2015). Consequently, 

being a small cluster in a global context, the Danish firms face fierce competition. Allowing for the 

access to cheap labor and specialized competencies, offshoring is a crucial tool to enhance the 

competitiveness of the firms. This study aims to provide knowledge that can improve the decision-

making of firms in DDVIs in offshoring situations. 

1.1. Research question and research sub-questions 

To summarize the introduction, the thesis is composed of three scopes: an economic scope, a 

transactional scope, and an empirical scope. Most fundamentally, the economic scope is concerned 

with how the information search of firms impact their transaction decisions. Information search 

specifically relates to the amount of information search and the choice of information sources. 

Further, it has for methodological reasons been necessary to focus on one specific type of information 

source. The study will examine information search in social networks. As I have been unable to 

identify an economic theory to fully explain the processes of information search, I will develop my 

own theory by synthesizing the work of Stigler (1961) with recent network theory. The theory will 

then be applied to the transactional scope, which is the offshoring location decision. This narrows 

the research question to focusing on the impact of information search on the offshoring location 
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decision. Lastly, the DDVC constitutes the empirical scope. Ultimately, the combination of the three 

scopes translates into the following research question:  

How does information search in social networks impact the offshoring location 

decision of firms in the Danish digital visual cluster? 

I have two things in mind when using the word ‘impact’. First, I am interested in whether information 

search in the same information networks will lead a group of firms towards making the same 

(offshoring location) decisions. Second, I also want to consider how the information search impacts 

the rationality of these transaction decisions. It is assumed that information increases decisional 

rationality. If firms base their offshoring location decisions on information from social networks, the 

rationality of these decisions depend on the value of the information within these networks. These 

contingencies will be elaborated in the theoretical framework using network theory.  

In addition to the research question, three research sub-questions have been formulated. The purpose 

of the research sub-questions is to operationalize the research question, that is, to state the steps 

necessary to take to answer it (Saunders et al., 2019). The research sub-questions are defined as 

follows: 

1. To which extent do firms in the DDVC base their offshoring location decisions on information 

from social networks? 

2. To which extent does social network information search lead the firms towards making the 

same offshoring location decisions? 

3. To which extent are the social networks clustered around the DDVC? 

To summarize, the thesis explores how social network information search impacts the offshoring 

location decisions of firms. The first research sub-question considers the extent to which the firms 

search information in social networks. The answer to this question is a necessary condition for 

understanding the impact of social network information search. The second research question explores 

how information search in social networks induces homogenous decision making among the firms. In 

this context, the fundamental assumption is that firms will make the same decisions when having 

the same information, given that they have the same preferences. Assuming that information is 

distributed equally within the network, it can be expected that the firms will make the same decisions. 



 
 
 

7 

Lastly, the third research question relates to the degree of network clustering, i.e. the extent to which 

the participants in the social networks are located in geographical proximity of the DDVC. The 

answer to this question influences the value of the information within the social networks. If the 

networks are highly clustered, it will lead to a situation of over-embeddedness (Uzzi 1997). Because 

the participants are all embedded in the same network structures, a limited degree of new information 

will infuse into the network, reducing the rationality of their decision making. 

1.2. Delimitations 

Having presented my approach, I will now make a few relevant delimitations. The research question 

is composed of three variables: (1) the economic scope, (2) the transactional scope, and (3) the 

industry scope. The below figure illustrates the context of these three variables. To improve clarity, 

they will be defined and delimited in the following section. 

 

 

1.2.1. Information search in social networks 

The economic scope of the thesis is information search in social networks. At its broadest, this relates 

to decision making. Neoclassical economic theories have long assumed that decision makers have 

access to perfect information. With the emergence of the bounded rationality perspective, this 

assumption was removed, making information search a relevant field to study. I particularly study 

the impact of information search on transaction decisions. Narrowing the scope further, the emphasis 

is on information search in social networks. Distinctive from other types of networks, social networks 

Decision making
Information search

Search in
social networks

FDI
Offshoring

Offshoring
location choice

Economic scope Transactional scope

Creative industries
Digital visual industries

The Danish digital
visual cluster

Industry scope

Figure 1. The three variables of the study 

Source: Own creation 
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are based on the concept of reciprocity, implying that the actors freely share information as they 

expect that the favor will be returned in the future (Jiang et al. 2015). Further, as the thesis only 

studies one cluster, it is methodologically beneficial to delimit the scope to a single information 

network, as opposed to considering all the possible information sources.  

1.2.2. The offshoring location decision 

The second variable is the offshoring location decision, reflecting the type of transaction decision 

problem that the firms are seeking to solve. Theory on offshoring is a niche within the streams of 

literature on foreign direct investments (FDI). I particularly investigate the choice of geographical 

location for the offshored activity. It should be noted that the location choice is not exhaustive for 

offshoring decision making. Offshoring involves a variety of other decisions, including the selection 

of activities to offshore and the mode of collaboration (Doh 2005).  

1.2.3. Firms in the Danish digital visual cluster 

The last variable relates to the industry scope of the thesis: the DDVC. This is also the empirical 

setting of the thesis. The DDVC consists of Danish production firms within the industries of film 

production, tv production, advertising, and digital games production. Being creative industries, these 

four industries are very similar in their organization. These similarities have led to the formation of 

the cluster initiative Vision Danmark, an organization aimed at promoting knowledge-sharing and 

innovation within the industries. In the thesis, I adopted the term ‘cluster’ to describe the industries 

after reviewing the various definitions in literature. Porter (2000, p. 16) defines a cluster as a 

“proximate group of interconnected companies and associated institutions in a particular field, linked 

by commonalities and complementarities. The geographic scope of a cluster can range from a single 

city or state to a country or even a group of neighboring countries”. Considering the similarities, 

interconnectedness and geographical proximity of the firms in the Danish digital visual industries, 

the cluster label is arguably justified. 

Furthermore, the specific industry scope has been chosen because scholars have outlined how firms 

in creative industries are often closely connected by social networks (e.g. Lorenzen 2009). Reducing 

the transaction costs of the project-based organizational model, social networks are actively used for 

information sharing (ibid.). In addition, the firms use offshoring as a mean to reduce the labor costs 
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of production (ibid.). I will elaborate on these contingencies in chapter 3. In sum, the industry scope 

presents itself as a favorable case for studying the impact of social network information search on 

the offshoring location decision.  

1.3. Contributions of the thesis 

In their study, Corley and Goia (2011) found that the theoretical contribution of management 

research can be measured along two dimensions: originality and usefulness. Originality can further 

be divided into whether the contribution is ‘incremental’ or ‘revelatory’ (ibid.). While incremental 

contributions add to existing theories, revelatory contributions offer new theories. The other 

dimension, usefulness, relates to the extent to which the study has ‘scientific usefulness’ or ‘practical 

usefulness’. Here, scientific usefulness provides value for an academic audience, and practical 

usefulness is directed towards organizational practitioners. 

In terms of originality, I will argue that the contributions of this paper are two-fold. On the one 

hand, the empirical aspect of the study is highly specific, investigating a very narrowly defined 

research setting. Scholars have already produced substantial amounts of literature on offshoring, 

network theory and creative industries, making the contribution of the study relatively incremental. 

On the other hand, the study also involves an innovative element as I combine the thoughts of Stigler 

(1961) with recent network theory to deduce a new theory on information network economics. 

Acknowledging my own limitations, I am aware that it may appear as a rather naïve move for a 

master’s student. It should also be emphasized that the theory is not flawless. However, reviewing 

literature, I was unable to find an existing and comprehensive economic theory to explain how firms 

search for information and how that affects their decision making. I have consequently sought to 

apply some well-established, economic principles to a new context, thereby offering an alternative 

perspective on the economics of information. This aspect of the thesis is arguably a revelatory 

contribution.  

Regarding usefulness, Saunders and colleagues (2019) defines three levels of theory, each having 

different degrees of scientific and practical usefulness. These are (1) grand theory, (2) middle-range 

theory, and (3) substantial theory. Grand theory has the highest scientific usefulness but the lowest 

practical usefulness. Middle-range theory has a somehow equal share of scientific and practical 
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usefulness. And substantial theory has the lowest scientific usefulness but the highest practical 

usefulness. 

The thesis arguably operates on all three levels of theory. Theory on information search is so 

fundamental that it can be applied to any decision problem, qualifying it to be a grand theory. Such 

contributions have a high degree of scientific usefulness, seeking to change the way we think about 

the world, but they are practically irrelevant for organizational decision-makers. Located in the 

middle of the continuum, offshoring theory can be classified as middle-range theory with an even 

share of scientific and practical usefulness. Lastly, the specificity of theory on digital visual industries 

limits the scientific value of the contributions, but it increases the practical value for organizational 

practitioners. The relationship between the different levels of theory and the three variables is 

illustrated in the below figure 2. 

 

 

 

 

 

 

 

 

 

To summarize, the originality of the study is divided between an incremental and revelatory 

contribution. In terms of usefulness, the three theoretical variables of the thesis relate to each of the 

three levels of theory. Facing a comparative disadvantage due to the small size of the Danish market, 

offshoring is a vital tool for firms in DDVIs to enhance their international competitiveness. It is 

therefore expected that the firms will warmly welcome the practical usefulness of the study. 

 

 

 

Information  
search 

Location decision 

Danish digital visual industries 

Scientific 
usefulness 

Practical 
usefulness 

Figure 2. The usefulness of the contributions of thesis 

Source: Own creation, inspired by Saunders et al. (2019) 
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1.4. The structure of the thesis 

To answer the research question and the research sub-questions, the thesis follows a structure 

consisting of four main parts. The first part has introduced the research question and the research 

sub-questions. The second part will present the theoretical background, and industry-specific theory 

will be used to reduce three hypotheses. The third part will review the methodological considerations 

and test the hypotheses. Finally, the fourth part discusses the theoretical implications of the findings, 

answering the research question. This structural approach is illustrated in the below figure. 

 

 

  

Figure 3. Structure of the thesis 

Source: Own creation 
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Chapter 2: Theoretical framework 

Based on existing knowledge, observations and ideas, scientific theories aim to explain phenomena, 

draw connections, and make predictions (Saunders et al., 2019). A theoretical framework serves to 

define, discuss and evaluate the theories relevant to the research problem (ibid.) which is: 

To which extent does information search in social networks impact the offshoring location 

decision of firms in the Danish digital visual cluster? 

As mentioned, the research question is composed of the three variables: (1) information search in 

social networks, (2) the offshoring location choice, and (3) firms in the DDVC. They represent the 

economic scope, the transactional scope, and the industry scope, respectively. In this chapter, the 

first and the second variable will be conceptualized theoretically. The industry variable will be 

examined in the next chapter on the empirical setting. The chapter will initially focus on the 

transactional variable, as it constitutes the transaction decision problem that the firms are seeking 

to solve. Here, the purpose is to provide an understanding of the parameters on which firms base 

their offshoring location decisions. The second part of the chapter is concerned with the information 

search of firms. This section seeks to explain how the information of firms impact their transaction 

decisions. Altogether, it is the intention that the theoretical framework will equip the reader with a 

comprehensive theoretical foundation to understand the underlying mechanisms that affect the 

offshoring location decisions of firms as well as their information search. 

2.1. The offshoring location decision 

Firms create value by transforming inputs to outputs. Inputs may either be produced by the company 

itself or bought in the market. Assuming that firms are profit maximizing, the decision ultimately 

depends on the option with the highest return. The decision of where to produce an input is discussed 

in literature under the topic of sourcing. As illustrated in figure 3, Kirkegaard (2008) distinguishes 

between four modes of sourcing: domestic in-house, domestic outsource, captive offshore, and offshore 

outsource.  
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Internalization advantages, also known as ownership advantages, refer to the value of ownership 

(Tseng 2015). This includes control of the quality of the inputs, the benefits of internal integration, 

and the reduction in transaction costs and knowledge leakage (ibid.). Opposed to internalization 

advantages are externalization advantages. These are the benefits of disintegrating an activity, either 

through domestic outsourcing or offshoring. Mohiuddin (2010) points to five common externalization 

advantages: cost advantages, concentration on core business, improvement of efficiency and 

performance, and advantages in risk and financing. Hence, the decision of whether to integrate or 

disintegrate an activity, also known as the make-or-buy decision, should be based on an analysis of 

the internalization and externalization advantages of the various alternatives. 

The other variable, the foreign location-specific advantages, is the core driver behind offshoring. 

Literature has traditionally equated foreign location-specific advantages with cost savings, allowing 

firms to leverage on globalization and wage inequalities across borders (e.g. Maskell et al. 2007). As 

economies have developed, recent studies have suggested that particular locations may enhance 

international competitiveness (Di Gregorio et al. 2009), improve the ability to innovate (Nieto and 

Rodríguez 2011), and provide the opportunity to tap into global talent (Musteen and Ahsan 2013). 

Similar to the first variable, there are also disadvantages associated with locating an activity in a 

foreign country. This potentially includes quality problems (Kinkel and Maloca 2009), capability 

deterioration (Grimpe and Kaiser 2010), and unanticipated additional costs (Larsen et al. 2013). 

Figure 4. The sourcing matrix 

Source: Own creation, adopted from Kirkegaard (2008) 
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Additionally, increased distance between the firm and the supplier also increases transaction costs 

and coordination costs (Kraciuk 2014). 

Having reviewed the various forms of sourcing and the forces that shape sourcing decisions, I will 

narrow the scope to focusing on offshore outsourcing (from here offshoring). Specifically, I will 

consider the factors that determine the choice of offshoring location. Offshoring is a research area 

which has been broadly discussed by scholars, gradually receiving increasing amounts of attention as 

the phenomenon has become more widespread in the business world. Consequently, numerous 

definitions of offshoring exist (e.g. Maskell et al. 2007), yet they all agree that offshoring occurs when 

a company outsources a business activity to a contractor in a foreign country. This simple definition 

will guide the perception on offshoring throughout the thesis. I will now explore the prevailing 

perspectives on the topic of offshoring and present some of the most important frameworks for 

analyzing the offshoring decision.  

2.1.1. A brief review of the perspectives on offshoring 

The concept of offshoring has primarily been examined from three different streams of literature 

(Musteen 2016): international business (IB) literature, strategic management literature, and supply 

chain management literature. IB literature is preoccupied with internationalization and factor 

endowment aspect. Strategic management literature highlights core competencies, the boundaries of 

the firm, and the resource base. Lastly, supply chain management is concerned with international 

distribution and logistics. Common for these streams of literature is the traditional assumption that 

managers behave in accordance with the principles of the economic man. This implies that the 

decision maker has perfect information and the cognitive capacity to process it. Relevant frameworks 

include the ownership-location-internationalization (OLI) framework (Dunning 1993), the resource-

based view (RBV) (Doh 2005), and the dynamic capabilities perspective (Kedia and Mukherjee 2009). 

These rational theories consider the offshoring location decision to be a profit maximization problem 

with outcomes reflecting the manager’s evaluation of all possible alternatives. 

A variety of different studies have sought to test the rational theories with ambiguous results. While 

some scholars were able to verify the traditional theoretical approaches (e.g. Luo et al. 2013), other 

scholars failed to find evidence for economic rationality in offshoring decision making (see Vivek et 

al. 2009). For example, Jensen and Pedersen (2012), in a study of large Danish firms, could not 
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confirm the relationship between market seeking and the probability of offshoring. Additionally, 

when examining decision-making in the evaluation of suppliers, Kaufmann et al. (2013) found that 

managers do not always act rationally in offshoring situations. The discrepancy between the 

traditional theoretical approaches and the practical reality have led scholars to suggest that the 

traditional rational models do not fully explain the offshoring phenomenon, although they contribute 

to fundamental insights. This stream of literature is also known as the bounded rationality 

perspective. The founding father of bounded rationality, Herbert Simon, argued that the decision-

making of individuals is constrained by the information available, their limited cognitive capacity to 

process information, and the existence of resource scarcity (1957). Rather than being a ‘maximizing 

animal’, Simon argued, humans are ‘satisfying animals’ who make decisions to satisfy a personal level 

of aspiration. These thoughts contributed to the formulation of a behavioral theory of the firm (Cyert 

and March 1963) asserting that managers’ decisions reflect their psychological and demographic 

characteristics (Hambrick 2007). The behavioral perspective has also been applied to the concept of 

offshoring (Aharoni et al. 2011), with scholars arguing that internationalization and locational 

decisions are affected by the experience and personal biases of the decision maker (Jackson and 

Dutton 1988). Moreover, Schotter and Beamish (2013) found that certain foreign locations are 

sometimes avoided because managers deem them unpleasant.  

The bounded rationality perspective has produced several frameworks to complement the traditional 

theories. While the traditional theories can be used normatively (i.e. to describe how decisions ought 

to be made), the bounded rationality theories are often used descriptively (i.e. to describe how 

decisions are actually made). Particularly two perspectives have gained significant amounts of 

attention: the transaction cost perspective and the coordination cost perspective. Both of the 

perspectives are occupied with those costs of disintegrating that are often overlooked as they are not 

accounted for in the contract. Concerned with firm boundaries, the transaction cost perspective 

investigates the costs of changing ownership (Coase 1937; Williamson 1991). The coordination cost 

perspective emphasizes the costs of coordination and collaboration between firms (see Aron and Singh 

2005). This is closely related to the concept of ‘hidden costs’ which are the hard to measure costs of 

collaborating with foreign partners (Larsen et al. 2011). Underestimating these indirect costs of 

disintegration may in some instances lead firms to ‘reshore’, that is, to internalized previously 

externalized activities or to change the location of the offshored activity (Kinkel and Maloca 2009). 
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2.1.2. The sourcing decision criterium 

To summarize my review of offshoring decision making, I observe that literature on the sourcing 

decision problem is scattered along two dimensions. The first dimension relates to the traditional 

economic theories (e.g. the OLI framework, the RVB, and the dynamic capability perspective). 

Assuming economic rationality and market efficiency, these theories are concerned with direct 

performance differences between integration and disintegration. The only relevant costs to consider 

are those defined in the contract. As an example, an analysis of a sourcing problem from the 

perspective of this dimension could lead to the conclusion that a firm should disintegrate an activity, 

since it would lower the direct production costs. 

The second dimension is concerned with the theories that oppose the idea of the economic rationality.  

These include transaction costs economics and coordination costs. While transaction costs can be 

incurred before and after the contract agreement, coordination costs are only relevant once the 

transaction has been agreed to. This difference is illustrated in the below figure 5.  

Transaction costs and coordination costs are typically not specified in the contract, but they 

nevertheless affect the profitability of acquiring a good in the market. As I have been unable to find 

a common denominator for the two types of costs, they will be referred to as disintegration costs. In 

contrast to the first dimension, an analysis of a sourcing problem from an externalization cost 

perspective could lead to the conclusion that, even though disintegration would lower the direct 

production costs, the costs of establishing and subsequently maintaining a partnership would make 

it a suboptimal decision. 

Source: Own creation 

Figure 5. The distinction between transaction and coordination costs 

Problem recognition Contract agreement End of collaboration 

Transaction costs 

Coordination costs 
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By combining the two dimensions with the proposition of Simon (1957) that managers’ expectations 

should be incorporated into the rational models to improve their usefulness, we can derive an equation 

to determine when an activity will be disintegrated. With R denoting return, it is proposed that 

firms will disintegrate an activity when the following condition is met: 

R! integration < R!disintegration - disintegration costs"  

The above equation will be referred to as the sourcing decision criterium and should be understood 

as follows: When decision makers expect that the return of disintegrating, also considering 

disintegration costs, is higher than the expected return of integrating, they will choose to disintegrate 

the specific activity. Due to the various dimensions of distance, the disintegration costs of offshoring 

will usually exceed those of domestic outsourcing (see the CAGE framework). Decision makers will 

thus have to be compensated in the expected return in order to prefer offshoring to domestic 

outsourcing. In conclusion, the sourcing decision criterium represents the economic decision problem 

of activity location that the firms in the DDVC are seeking to solve. 

2.1.3. The offshoring decision process 

At this point, the concept of offshoring has been put into a theoretical context, the most prevalent 

streams of literature have been reviewed, and a decision criterion has been formulated to characterize 

the specific economic problem. As the research question is concerned with firms’ location decision, I 

will now investigate the process of choosing a foreign partner. It should be noted that the offshoring 

decision process also involves other considerations, such as the mode of collaboration, but these 

decisions are outside the scope of this study.   

Similar to the many definitions of offshoring, the offshoring decision process has been widely discussed 

with a wealth of research identifying the different stages of the process. In a systematic literature 

review on offshoring, Mohiuddin (2010) suggest that the offshoring decision process can be separated 

into seven phases. As the study is only interested in those phases of information search, I propose a 

simpler theoretical separation as illustrated in figure 5. Here, the phases are structured in accordance 

with the types of transaction costs incurred. These are (1) search and information costs, (2) 

bargaining and negotiation costs, and (3) policing and enforcement costs (Williamson 1991).  
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The above phase model assumes that firms initially experience a problem recognition where they 

realize a potential in offshoring. They will consequently search for information about potential 

offshoring partners, leading them to incur search and information costs (Williamson 1991). These 

costs are incurred until the firm has either found a partner or decided not to offshore. After choosing 

a partner, the firms will enter the second phase of negotiating the contract. Here, bargaining and 

negotiation costs are incurred (ibid.). Once the contract is signed, the firms will proceed into the 

third phase where policing and enforcement costs may be incurred to ensure contractual compliance. 

It should be emphasized that firms may pass back and forth between phase one and two, as decisions 

on whether to externalize and the choice of partner may be reversed. However, the decision cannot, 

from this theoretical perspective, be reversed once the contract is signed.   

Considering the findings of Mohiuddin (2010) with the work of Datta et al. (2013), it is further 

argued that the first phase related to search and information costs can be decomposed into three 

sub-phases: (1) the assessment of the offshoring potential of an activity, (2) the identification of 

potential partners, and (3) the evaluation of potential partners. Since the first sub-phase is not related 

to the choice of location, I will focus on the identification and evaluation of the potential partners. 

Contrary to the phases of the offshoring decision process, managers may not necessarily pass through 

this information search process sequentially; it is assumed that it is possible to pass through multiple 

phases at the same time. For example, obtaining information about a specific vendor may lead a 

manager to realizing the offshoring potential of an activity. 

Although this phase model is not the most common approach to structuring the offshoring decision 

process, I will argue that it is a useful way to isolate the specific parts of the process that are relevant 

Problem recognition Partner found Contract agreement 

End of collaboration 

Phase 1: 
Search and  

information costs 

Phase 2: 
Bargaining and  
negotiation costs 

Phase 3: 
Policing and  

enforcement costs 

Figure 6. The offshoring decision process 

Source: Own creation 
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to the study. These are the phases in which decision makers search information about potential 

foreign partners. The remaining part of the thesis will specifically focus on how firms gather 

information to identify and evaluate the potential foreign partners. In this regard, the attention will 

now be turned towards the information search of firms. 

2.2. Information search 

As mentioned, information search is only relevant to study when falsifying the assumption of perfect 

information. This thesis adopts the position of bounded rationality by assuming that perfect 

information is not given and that it is costly to acquire. The bounded rationality perspective has 

given rise to two general streams of literature on information search, namely descriptive and 

normative information theories (Headley and Carlson 1963). The descriptive theories aim to portray 

the information search process as it exists in the real world (ibid.). An example is Cyert and March 

(1963) who argue that individuals only intensify their search for new solutions when already known 

alternatives are considered inadequate. On the other hand, normative theories assume that decisions 

ought to be made rational. The most well-known normative theory on information search is likely 

the one presented by Stigler (1961). Framing information search as an economic problem, he argues 

that firms will search information until they reach an equilibrium where the value of information 

search equals its costs. This equilibrium is referred to as the optimum level of search.  

Although scholars have produced extensive amounts of research related to information, I have been 

unable to identify an acknowledged economic model to explain how the information search of firms 

impact their transaction decisions. A theory to explain how firms search information, which 

information sources they access and how much information they acquire prior to making a transaction 

decision. Consequently, I have developed my own economic theory. The theory is based on the 

original thoughts of Stigler (1961) which I have synthesized with recent network theory to improve 

its applicability. I will in the following pages explore the value and costs of information, the markets 

for information, and the process of information search.  
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2.2.1. The value of information 

There is a general consensus in literature that the value of information is measured in its ability 

to reduce uncertainty (see Grünig 1966). This value is best understood by considering the economic 

forces that drive firms’ decision making.  

The fundamental assumption about decision making is that the firm is profit maximizing. When 

making a transaction in the market, it will seek to choose the alternative that yields the highest 

return given its preferences. Further, it is assumed that markets for goods are characterized by a 

finite number of offerings. In theory, these offerings can be ranked from best to worst in accordance 

with their ability to maximize the profits of the firm. Based on this ranking, the firm will choose 

the profit maximizing alternative. The ability of the firm to rank the market rests on information 

to identify and evaluate the various offerings. I will refer to this type of information as transaction-

specific information. Transaction-specific information will only be useful in improving the decision 

making of the firm when it is relevant and reliable (Kwarbai et al. 2016). The value of transaction-

specific information is therefore measured in its usefulness (i.e. the degree of relevance and 

reliability) (ibid.). As the firm acquires more useful information, it will have knowledge of more 

offerings and an improved capacity to evaluate their values. Its own ranking of the market will 

thereby gradually resemble the ‘real’ ranking of the market. And its own perception of the optimal 

offering will thus also approach the ‘real’ optimal offering.  

Although information improves decision making, it should be made clear that even the possession 

of perfect information does not allow the firm to foresee the future. The complexity of the future 

excludes certainty. It is accepted that the future holds various outcomes, exposing decision making 

to risk. Hence, rather than foreseeing the future, information allows the firm to estimate the 

probabilities of the various outcomes. The firm can then make a rational decision by choosing the 

alternative with the highest expected return given its risk profile and preferences. Without 

transaction-specific information, the firm would be unable to rank the market, exposing it to 

uncertainty. Increasing the chance of suboptimal decision making, it would then be less capable of 

making a rational decision. 

In sum, the above thoughts have led to a general consensus among scholars that information has 

an economic value because it transforms uncertainty into risk (see Grünig 1966), hereby improving 
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the firm’s chance of making an optimal decision. Or said differently, it reduces the risk of making 

a suboptimal decision. Having reviewed the value of information, I will now consider its cost.  

2.2.2. The costs of information 

In neoclassical economics, it is assumed that the firm has perfect and instantaneous information 

about the market, aware of the cost and value of all offerings. This assumption allows the firm to 

rank the market offerings and make the most optimal decision. Despite of its influence on economic 

literature, the neoclassical perspective has been criticized for its assumptions about firms and 

information. Particularly, the bounded rationality perspective argues that information is not given, 

and that it is costly to obtain (Simon, 1957). Hence, due to the costs of information, it will often 

be uneconomic for the firm to acquire perfect information prior to making a transaction decision. 

I will now examine these costs. 

To understand the costs of information, it is useful to perceive information as a regular good. As 

with other goods, information can either be produced internally in the firm or acquired in the 

market. Information is internally produced through experience. It is an experience good, the value 

of which can only be ascertained upon consumption (Varian and Shapiro 1999). For example, a 

firm can produce information about a computer by buying the computer. Or a researcher can 

produce information about a specific lake by studying the lake. Such activities produce primary 

information and generally involve high levels of sunk production costs (ibid.). However, once 

produced, the marginal costs of ‘reusing’ information are minimal; the production of information 

has returns to scale (ibid.). Firms often have a cost incentive to disintegrate the production of 

transaction-specific information by acquiring it in the market (i.e. to search for information). 

Consequently, decisions are often based on secondary information, produced by someone other 

than the user.  

Williamson (1979) argues that two types of information costs are incurred when a good is acquired 

in the market: information costs and search costs. To understand the difference between the two 

types of costs, it is useful to apply the idea of the market ranking. The ability to acquire a good 

in the market hinges upon two conditions. First, that the buyer has acquired information about 

the good. It would otherwise not be possible to include it in the market ranking. The process of 

acquiring information is referred to as search costs (Stigler 1961). From a network perspective, 
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search costs are the costs of establishing links to sellers. Second, that the price of the good is paid. 

For transactions where the traded good is information, the price is referred to as information costs 

(Williamson 1979). An example is costs of hiring a consultancy to acquire information.  

Consider an example where I want to buy an umbrella. To make the purchase, I need information 

about the market for umbrellas, leading me to incur search costs, and I need to pay the price of 

the umbrella. As part of my information search, I decide to hire a consultancy to find me the best 

umbrella in the market. In this transaction, information is the good. The fee I pay the consultancy 

is an information cost. Furthermore, to be able to hire the consultancy, I need information about 

the consultancy, and I will therefore incur additional search costs.  

Although it is abstract to comprehend, search costs involve information costs and search costs. 

Critics may perceive this line of thinking as circular argumentation, but in fact, it reflects the 

process of information accumulation on which scientific progress is contingent. New knowledge 

demand recurrent patterns on information search. To acquire the umbrella, I need to pay for its 

price and for the information about the umbrella. To acquire information about the umbrella, I 

need to pay the price for that information and for the information about the information. For the 

sake of simplicity, I will for the remaining part of the thesis use the term accessibility when referring 

to the costs of information, including search and information costs. Transaction-specific information 

is accessible when the level of search and information costs are low, and vice versa. 

While consultancies charge a fee, the acquisition of information does not always involve a direct 

cost. I will now review three different types of information sources or ‘dealers’. The terms 

information dealers and information sources will be applied interchangeably throughout the rest of 

the thesis. Information costs will vary with the particular type of information dealer. I distinguish 

between (1) dealers of goods, (2) dealers of information goods, and (3) peers. 

Dealers of goods 

Dealers of goods sell the specific goods that are subject to information search. If a firm searches 

information about an umbrella, they are the companies selling umbrellas. Competing against other 

dealers, they have an incentive to influence the information search of the potential buyers; to make 

sure that their own offerings are known and highly ranked in the buyers’ evaluation of the market. 
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They will therefore advertise their offerings. Information from advertising is characterized by a 

direct network link, i.e. the information flows in only one direction. The dealers of goods freely 

share the information about their offerings because they expect that it will increase the propensity 

of a future purchase (Stigler, 1961). Consequently, there are no information costs when information 

is acquired from this type of information dealer.  

Dealers of information goods 

Dealers of information goods are firms whose business model is built around information. The 

transfer of information from this type of information dealer is also characterized by a direct network 

link. However, in contrast to the dealers of goods, these firms will typically charge a direct cost for 

information. An example is consultancies.  

In situations where the information is free despite of the direct network link, it is because the 

consumer of information essentially becomes the good in the business model of the information 

dealer. An example is Google. The platform allows users to freely search for information at no 

costs. Revenue is then generated when firms pay to influence the search results. The value of such 

business models is determined by the scale of positive network externalities, i.e. the degree of user 

activity within the network.  

Peers 

The last type of information dealer, peers, is characterized by a reciprocal network link, implying 

that information is shared in both directions (Forrest, 2004). Rooted in an expectation that the 

favor will be returned sometime in the future, these dealers are willing to freely share information. 

Hence, no direct information costs are involved in the acquisition of information from peers. 

Information sharing in social networks is characterized by these principles. 

2.2.3. The dynamics of information markets 

Assuming that information has a value, measured in usefulness to reduce uncertainty, and a cost, 

measured in accessibility, an economic decision problem arises: the firm has to decide on how much 

information it will acquire prior to conduction a transaction. To solve this problem, the decision 

maker will seek to maximize the amount of useful information under the constraint of search and 
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information costs. Stigler (1961), only accounting for search costs, defines the associated 

equilibrium as the optimum level of search. As I also account for information costs and emphasize 

on the amount of information, I will use the term optimum level of information. The optimum level 

of information can be understood as the point where the expected marginal costs (including search 

and information costs) of acquiring information from an additional information source exceeds the 

expected marginal increase in usefulness (similar to MR=MC). It determines how much information 

the decision maker will acquire prior to making a transaction decision. 

A variety of scholars have embraced a similar approach. Shannon and Weaver (1964) developed 

an information theory offering a precise estimate for how much information that is necessary to 

eliminate uncertainty. Applying mathematics, Marshak (1954) developed a formula for the value 

of information which accounts for the supply and demand for information, the value of additional 

information, and the probability of faulty information. Cooper (2002) merged linear programming 

and search theory to derive a measurement for the optimal level of search. However, despite of 

these various approaches, scholars have refrained from describing the underlying dynamics that 

affect the demand and supply of transaction-specific information. I will now make an attempt. 

2.2.3.1. The demand for transaction-specific information 

The demand side of the economic problem refers to the scale of the costs that the decision maker 

is willing to incur to acquire information about the transaction. Stigler (1961, p. 219) argues that 

the amount of search depends on the price of the good: “the larger the fraction of the buyer’s 

expenditures on the commodity, the greater the savings from search and hence the greater the 

amount of search”. I disagree with this position – the importance of price among buyers is relative. 

I will spend more time in the supermarket trying to find the best offers than my parents because 

my budget is more limited. Instead, I argue that the demand for transaction-specific information 

is positively correlated with the perceived risk of the transaction. Risk can further be decomposed 

into (1) the perceived importance of the transaction and (2) the perceived variance in outcomes 

(Aven 2016): 

• The perceived importance of the transaction: The more important the transaction is to the 

firm, the higher the demand for information. Importance resembles impact.  
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• The perceived variance of outcomes: The higher the perceived variance between the best 

and the worst decisional outcome, the higher the demand for information. Variance in 

returns reflect risk.  

The explanation for the positive correlation lies in the economic value of information. As 

mentioned, information reduces the probability of suboptimal decision making. The consequences 

of suboptimal decision making are insignificant for low-risk transactions, i.e. transactions that are 

not important and where the variance in outcomes is low. But as the transaction risk increases, so 

do the consequences of suboptimal decision making. For example, individuals will tend to acquire 

more information when purchasing a car than when purchasing a bottle of water. This is because 

the purchase of a car involves a higher degree of perceived importance and variance in outcomes 

than the purchase of a bottle of water, being an unimportant and homogenous commodity. In sum, 

firms’ willingness to reduce uncertainty, and thus to search for information, is therefore positively 

correlated with the degree of perceived transaction risk. 

The demand for new information 

It should be noted that there is a difference between the firm’s total demand for transaction-specific 

information, discussed in the above section, and the amount of new information which will be 

acquired for every transaction. As stated, information has economies of scale (Varian and Shapiro 

1999). Firms will therefore benefit from ‘reusing’ information that has been acquired in the past. 

The extent to which the firm can reuse information depends on its existing level of information. 

The higher the existing level of transaction-specific information, the more information can be 

reused, which in turn reduces the degree of new information search in which the firm will engage. 

Stigler (1961, p. 219) also shares this perception: “inexperienced buyers pay higher prices in a 

market (for information, ed.) than do experienced buyers. The formers have no accumulated 

knowledge of asking prices, and even with an optimum amount of search, they will pay higher prices 

on average”. A firm’s existing level of information is the sum of its transaction-related experience 

(primary information) and the amount of transaction-specific information acquired from dealers in 

the past (secondary information): 

• Transaction-related experience: The more times the firm has conducted the same or a 

similar transaction, the higher the existing level of information (primary information) 
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• Past information search: The more transaction-specific information acquired from dealers 

in the past, the higher the level of existing information (secondary information) 

2.2.3.2. The supply of transaction-specific information 

While the principles of demand for information more or less resemble those of traditional economic 

theory, I challenge the assumptions underlying the conventional perception of supply. This 

specifically relates to the law of one price, i.e. the idea that all goods are traded in a single market, 

at a single price. Rather, paralleling the view of Manea (2016), it is assumed that markets are 

‘asymmetric’, leading to an uneven distribution in the availability of goods and prices across a 

global market. This also applies to markets for information goods. To understand why markets are 

asymmetric, it is useful to adopt the perspective of network theory. 

Network theory understands markets as networks where an entity of sellers and buyers are 

connected (Hübler 2016). The terms market and network will thus be used interchangeably. The 

participants (i.e. the buyers and sellers) are referred to as nodes, and the connections between them 

as links (ibid.). The term ‘network cohesion’ is used to refer to the number of links within a network 

(Cavalcanti et al. 2016). A network is cohesive when there are many links and fragmented when 

there are few (ibid.). Further, networks may either be weighted or unweighted, directed or 

undirected (Shy 2011). Whether a network is weighted or not depends on the variance in link 

strength. An information network is unweighted if the amount of information shared is equal with 

each link. In contrast, it is weighted if some links are used more actively to transfer information 

than others. Links are directed when they point from one node to the next, and undirected when 

they are bidirectional (ibid.). In the context of information, this should be understood as the 

direction in the flow of information. 

The law of one price states that the same goods and prices are available to all the buyers in the 

network. This requires that the buyers have the same amount of information about the various 

offerings. A network where this is true will be called a symmetric network. In the context of 

information, symmetric networks are characterized by three conditions: (1) perfect cohesiveness 

(i.e. all the nodes are linked together), (2) non-weightedness (i.e. all the links share the same 

amount of information), and (3) non-directedness (i.e. the flow of information goes in both 

directions). In such networks, information will be distributed in a symmetric pattern, providing all 
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the buyers with the same information about the various goods and prices. A perfectly symmetric 

network is illustrated in the below figure, where the dots represent firms that are connected through 

non-weighted and non-directional links: 

 

 

 

 

However, in real-life networks, scholars have shown that these three conditions do not hold. First, 

because links are costly to form and maintain (Slikker and van den Nouweland 2000), all the nodes 

will not be linked, falsifying the condition of cohesiveness. Additionally, link formation is not a 

random process; several dynamics bias the process of link formation. Costs of forming and 

maintaining links tend to increase over distance (Carayol and Roux 2006). The implication is that 

networks become fragmented with buyers and sellers forming clusters of geographical proximity 

(ibid.). Second, scholars argue that real-life networks tend to be weighted with some links being 

stronger than others (Barrat et al., 2004). This falsifies the second condition of non-weightedness. 

A well-known example is Granovetter’s (1973) distinction between strong and weak ties in social 

networks. The weights of links further fragments networks. Third, links are often not non-

directional. On an aggregated level, there will be a variance in the amount in the amount of 

information shared and received (Li et al. 2009), falsifying the third condition of network symmetry. 

The implication of falsifying the three conditions of network symmetry is that real-life networks 

become asymmetric. Consequently, information will be unevenly distributed across a population of 

buyers in a market, allowing some firms to make more informed, and thereby also more rational, 

transaction decisions than others. This is illustrated in the below example where the mass of the 

links indicates their weight and the arrows their direction. These inequalities in the availability of 

information will be referred to as horizontal information asymmetries. When considering the supply 

Source: Own creation 

Figure 7. Illustration of a symmetric network 



 
 
 

28 

of information, it is therefore necessary to distinguish between the amount of information available 

in the entire network and the amount of information available to the individual firm. 

 

 

 

The amount of information in the entire network 

The amount of information in the entire network relates to the general level of information cost. 

As with basic economic theory, price is low when the supply is high. Put into context, when the 

supply of information about a given transaction is high, it will also be less costly to acquire. And 

conversely, for transaction with a low supply of information, it will be more difficult to acquire 

information (or less accessible). The father of transaction cost economics, Oliver Williamson (1975) 

suggest that the possibility of making a transaction in the market is dependent on three transaction-

specific factors: (1) frequency, (2) uncertainty, and (3) asset specificity. I argue that the same three 

variables can be applied to describe the possibility of leveraging the market mechanism in the 

market for information, with uncertainty being replaced with risk and asset specificity with 

information specificity. These three factors determine the general availability of information about 

a specific transaction. 

 

 

 

 

Figure 8. An example of an asymmetric network 

Source: Own creation 
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Transaction frequency 

The transaction frequency reflects how often a transaction occur in the market. The more frequent 

a transaction is conducted, the more information will be available. Frequency further depends on 

the number of firms that undertake the transaction and their average transaction frequency. The 

below Euler diagram illustrates the effects of transaction frequency. Here, U = universe, A = 

information about transaction A, and B = information about transaction B. The network of 

transaction-specific information related to transaction A is larger than that of transaction B, 

because transaction A occur more frequent. There is therefore a larger market for information 

about transaction A.  

Transaction risk 

As previously mentioned, information reduces the probability of suboptimal decision making. As 

the consequences of suboptimal decision-making increase with transaction risk, firms will search 

for and hold more information when the risk is high. This results in a higher the level of 

participation in the network, increasing the supply of transaction-specific information. This is 

illustrated in the below Euler diagram. Here, transaction A is riskier than transaction B, indicated 

Figure 9. Transaction frequency 

Source: Own creation, Euler diagram 
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by the color tone of the circles. Each participant will therefore hold more information, leading to 

a larger supply. 

Information specificity 

In transaction cost economics, the term asset specificity refers to the extent to which the production 

of an asset requires asset-specific investments. When an asset is highly specific, its value will be 

restricted to a few transactions (Williamson 1979). Perceiving information as an asset, Choudhury 

and Sampler (1997) use the term information specificity to describe the restrictions in the use of 

information. The more generic the transaction-specific information is, the more information will be 

available. And conversely, when the transaction-specific information can only be applied to a few 

transactions, the availability will be lower. This is illustrated in the below Euler diagram where S 

represents the similarity in information between two transactions. The more specific, the smaller 

the overlap between the two information networks.  

Source: Own creation, Euler diagram 

Figure 10. Transaction risk 
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Source: Own creation, Euler diagram 

Figure 11. Information specificity 
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Collectively, these dynamics affect the overall availability of information about specific 

transactions. The factors can also be used to compare the supply of information across different 

transactions. I will now discuss how the horizontal information asymmetries impact the availability 

of transaction specific information for the individual firms.  

The access to information of individual firms 

If markets were symmetric, the population of buyers would have access to the same goods and 

prices. However, real-life networks are asymmetric; they are fragmented, weighted, and directed. 

Global markets are fragmented with firms forming clusters of geographical proximity. Implicitly, 

horizontal information asymmetries arise, leading some buyers to have access to more information 

than others. The supply of information available to the individual firm is therefore conditioned by 

the structures of the networks in which the firm is embedded and the firm’s own position within 

these networks. These structures can be characterized using the terms density, clustering, and 

centrality (Wu et al. 2013).  

Network density refers to the share of direct links in the network relative to the total number 

possible (ibid.). Clustering relates to the degree of fragmentation in the network, i.e. the extent to 

which ‘sub-networks’ exist within the overall network (ibid.). Lastly, centrality indicates the extent 

to which some nodes are more well-connected than others (ibid.). In the context of information 

networks, these forces influence the distribution of information within networks.  The differences 

between the three terms are illustrated in the below figure. 

Centralized network

Decentralized network Low density

High density

Fragmented network

Non-fragmented network

Figure 12. The differences between centrality, density and fragmentation in network structures 

Source: Own creation 
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The amount of information available to the individual firm 

The amount of information available to the decision maker is dependent on its own position within 

the network. In literature, this is referred to as its centrality, indicating how ‘important’ the node 

is in the network (Freeman 1978). At its most simple, network centrality can be explained using 

the below figure. The middle note, being the most central, has three advantages over the other 

nodes: it has more ties, it has the shortest distance to all the other nodes, and it can control the 

flow between the others. In the context of information search, the first two advantages are the 

most relevant.  

Freeman (1978) use the three advantages to develop three different measures of node centrality: 

degree, closeness and betweenness centrality. Particularly degree and closeness centrality are 

important for the supply of information available to the individual firm. Degree centrality considers 

the quantity of the firm’s direct links to information dealers. The more direct links, the higher the 

degree centrality. Closeness centrality considers the node’s centrality in the entire network, thereby 

also accounting for the links of information dealers to other information dealers. Hence, the more 

links the firm has to information dealers, and the more links the information dealers have to other 

information dealers, the higher the supply of information available to the firm. Said differently, a 

firm will have a higher supply of transaction-specific information when it holds a more central 

position in the network.  

 

 

Source: Own creation 

Figure 13. Network centrality in its simplest form 
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The processes of information infusion and diffusion in clusters 

The above section discussed how the supply of transaction-specific information available to the 

individual firm is dependent on the structures of the network in which it is embedded and its own 

position within the network. This theoretical foundation can be applied to understand how 

information asymmetries arise between and within clusters. Global networks consist of geographical 

clusters. Unless they are isolates, firms will tend to be located in such clusters. As a consequence, 

the individual firm’s supply of transaction-specific information is affected by (1) the amount of 

information circulating the cluster and (2) the share of that information which is available to the 

firm.  

The supply of information circulating a cluster reflects two properties. The first is the scale of 

participation within the cluster. If firms within the cluster conduct the specific transaction 

frequently, associate it with a high degree of transaction risk, and have access to related 

information, the supply of transaction-specific information within the cluster will be high. The 

second property relates to the infusion of information into the cluster from other clusters. This is 

determined by the network structures between clusters and the cluster’s own position within the 

global information network. We can here apply the beforementioned principles of network 

structure. Most fundamentally, information will be distributed equally across a global network 

when it is characterized by symmetric network structures. However, as the density reduces and the 

degree of clustering and centrality increases, horizontal information asymmetries arise. This leads 

to a higher variance in the supply of information across clusters. As an implication, the centrality 

of the individual cluster in the global network becomes increasingly important. The more central 

the cluster is in the global network, the more information will infuse into the cluster. 

It has been established that the supply of transaction specific information within a cluster is 

influenced by its size (i.e. the degree of participation within the local network) and the amount of 

information infusing into the cluster. Having this in mind, the supply of information available to 

the individual firm also depends on the local network structures of the cluster and its centrality 

within this network. The process governing the distribution of information within a network will 

be referred to as information diffusion. Once again, the same principles can be applied. If the local 

network is symmetric, the same information will be available to all the firms. But if it is 
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asymmetric, information will be distributed in an uneven pattern with some firms having better 

access than others. As asymmetries in a network increase, the average level of information across 

the population of firms decreases and the importance of network centrality increases. I have sought 

to illustrate the horizontal information asymmetries of global networks in the below figure. The 

blue areas mark a geographical cluster. The dots represent firms and links illustrate the transfer of 

information. As shown, horizontal information asymmetries occur between and within clusters. 

 

 

 

 

 

 

In conclusion, I argue that the law of one price does not hold. Rather than being symmetric, real-

life networks are asymmetric. Global networks are particularly characterized by geographical 

clusters. When considering the supply of transaction-specific information, it is consequently 

necessary to account for several factors. I argue that the overall supply of information about a 

given transaction is dependent on three transaction-specific factors: (1) frequency, (2) risk, and (3) 

information specificity. Additionally, since real-life networks are asymmetric, the distribution of 

information is contingent upon the structures of the particular information network. Horizontal 

information asymmetries emerge between and within clusters. Ultimately, the consequence is that 

some clusters – as well as some firms within the clusters – will have access to more useful 

information than others; they will have a higher supply of transaction-specific information. The 

supply of information available to the individual firm is both dependent on the structures of the 

global network, affecting the infusion of information into the cluster, and the local network, 

determining the diffusion of information within the cluster. 

 

Source: Own creation 

Figure 14. An example of the asymmetries of global and local information networks 
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2.2.3.3. The process of information search 

Based on the established principles of supply and demand for transaction-specific information, the 

firms are drawn towards an optimum level of information. Stigler (1961) was the first scholar to 

articulate these thoughts. The equilibrium is formed by expectations of the marginal values and 

costs of acquiring information. Decision makers will search information until they expect that the 

marginal costs of acquiring information from an additional information source will exceed the 

marginal value measured in usefulness. The existence of search and information costs thereby 

explain why it is often uneconomical for firms to acquire perfect information prior to making a 

decision (Stigler, 1961). The process of information search is illustrated in the below figure.  

The optimum level of information illustrates the amount of information search the firm will engage 

in prior to making a transaction decision. The existing level of information reflects the amount of 

information acquired in the past that can be applied to the specific transaction. Because the use 

of information has returns to scale (Varian and Shapiro 2008), the marginal costs of ‘reusing’ 

existing information within the firm are minimal, and the costs of information are thus primarily 

incurred when searching for new information outside the boundaries of the firm. Firms therefore 

have an incentive to rely on existing information. The share of existing information relative to the 

total amount of information in the equilibrium reflects the degree of new information search. 

Moreover, when confronted with a variety of information sources, decision makers will aim to 

choose the bundle of information sources which maximizes utility; they will access the combination 

of information sources that yield the highest degree of usefulness given the level of search and 

information costs. 

Source: Own creation 

Figure 15. The process of information search 

Perfect information No information 

Existing level of information 

The firm 

Information search 

Optimum level of information 
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In relation to information search in social networks, the same dynamics of information network 

economics apply. When information is shared in social networks, the actors will typically assume 

the role of peers. Here, the transfer of information is based on the concept of reciprocity, implying 

that there are no direct information costs. In such networks, the buyers of information will 

sometimes be sellers, and vice versa. The number of buyers and sellers in the market is consequently 

equal.  

2.3. Summary 

To briefly summarize the chapter, I have conceptualized two of the three variables that compose 

the research question: the offshoring location decision and information search in social networks. 

In the first part, I considered the concept of offshoring from various perspectives. This led to the 

establishment of an offshoring decision criterium. The criterium states that firms will only offshore 

when the expected return of offshoring, also accounting for disintegration costs, exceeds the 

expected return of integrating the activity. The various vendors will also be evaluated based on 

this criterium. Furthermore, it was discovered that the stages of the offshoring decision process 

that relate to information search encompass the identification and evaluation of potential vendors. 

This approach resembles a market ranking. 

To solve the offshoring decision criterium, firms will search for information as it improves the 

rationality of their decision making. The amount of information that they will acquire prior to the 

transaction decision is determined by the optimum level of search. The total demand for 

transaction-specific information depends on the perceived risk of the transaction. The demand for 

new information reflects the level of existing information within the firm. The perspective on 

market supply is stratified. It is argued that the overall level of transaction-specific information in 

a network is influenced by three transaction-specific factors: (1) frequency, (2) risk and (3) 

information specificity. However, because real-life networks are not symmetric, the supply of 

information available to the individual firm depends on the networks in which it is embedded and 

its degree of centrality within these networks. The variances in supply between and within clusters 

were referred to as horizontal information asymmetries. Lastly, the social networks distinguish 

themselves from other types of information networks by the non-directedness of the links. 
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Facilitated by reciprocity, information will be shared without a direct information cost. Based this 

collective understanding, I will now turn the attention to the empirical setting.  
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Chapter 3: The Empirical Setting 

This chapter will examine the empirical setting of the study: the Danish digital visual cluster. As 

stated, digital visual industries include producers of film, TV, advertising, and digital games. 

Common for these industries is that they all produce audiovisual content. The purpose of the chapter 

is to offer an understanding of why the particular empirical setting has been chosen. The DDVC will 

initially be introduced. Afterwards, the industry dynamics of digital visual industries will be 

considered. Specifically, the chapter will seek to provide an answer to (1) why the firms offshore 

certain activities, (2) which activities they offshore, and (3) why it is expected that they will search 

information in social networks.  

It should be noted that although these four industries to a large extend resemble each other, they 

also differ in several ways. As an example, the production of digital games is often characterized by 

longer time horizons that the production of advertisements. Additionally, film, TV, and digital game 

production are primarily B2C while the production of advertisements is B2B. Such differences 

influence the organization of the projects, and ultimately the preferences when offshoring. Ideally, it 

would make sense to investigate how these variations impact their offshoring activities. However, as 

the theoretical foundation of the thesis is already relatively complex, I will keep it simple. The four 

industries will be treated as one, disregarding their internal differences. This is further supported by 

the data collection. As I will show, the ‘thickness’ of the data does not allow for a comparison across 

the industries. This choice of course has an impact on the validity of the findings, which will be 

discussed in the next chapter.  

3.1. The Danish digital visual cluster 

According to the Danish Producers Association (DPA) (2019), there were 764 Danish firms within 

the industries of production of film (326), TV (169), digital games (159), and advertisements (110) 

in 2018. Compared to other countries, Denmark has a relatively high concentration of firms with 

digital visual industries (DPA 2019). The majority of these firms are located in Copenhagen (ibid.). 

This concentration of similar and related firms has led researchers and industry professionals to 

perceive it as an industrial cluster (ibid.). Throughout the past years, the cluster has seen a significant 
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growth in the number of firms (up 75% from 2009-17) and the number of employees (up 61% from 

2009-17) (ibid.). This reflects a thriving cluster which has proven capable of dealing with the 

challenges of a new digital reality. Additionally, as the competitiveness of an audiovisual cluster is 

often measured in its ability to export content (Jurene and Jureniene, 2017), it is remarkable that 

cluster’s export value has increased by 106% from 2009 to 2017 (DPA, 2019). The strong performance 

of the cluster has also attracted political attention. In 2019, the digital visual industries were 

highlighted as a core Danish business area to be further developed in the upcoming years (IRIS 

Group, 2019). 

3.2. Organization in digital visual industries 

This section will explore the industry forces that drive offshoring and information search in digital 

visual industries. Lorenzen (2009) state that industry organization in the film industry is driven by 

concerns for creativity, lowering costs, compensating for chance, and collection. I argue that the 

organization of production in digital visual industries is rooted in concerns for creativity, lowering 

costs, and compensating for chance. The concern for collection is disregarded as it is directed towards 

the collection of revenue, not production. Firms have these concerns because they are competing to 

survive in competitive markets. The nature of demand influences their internal organization. Before 

analyzing the three variables, I will therefore characterize the market demand that shape the digital 

visual industries.  

It should be noted that most scholars have studied the digital visual industries under the scope of 

creative industries. Many of the theories applied are therefore not limited to organization in digital 

visual industries, but also to creative industries in general. 

3.2.1. Market demand in digital visual industries 

When considering market demand in digital visual industries, the first recognition is that market 

success is highly uncertain and unevenly distributed (de Vany & Walls, 1997). Caves (2002) found 

that only 20% of new offerings in the film industry are commercially successful. This resembles a 

market for hits in which a few projects emerge as winners, subsidizing the costs of the majority of 

the falling projects (Frank and Cook, 1995). 
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Digital visual industries produce experience goods, the success of which is determined by the 

judgement of consumers (Pine and Gilmore, 1999). Consumers’ judgements of productions, and hence 

their market value, are closely related to the degree by which the content differentiates itself from 

existing products on the market (O’Connor, 2007). Consumers demand variety. At the same time, 

however, they do not favor any kind of differentiation. On the one hand, content should be 

differentiated from existing content in a way that fulfills their desire for novelty (Lampel et al., 2013). 

On the other hand, the novelty of new content ought to be accessible and familiar (ibid.). If content 

innovation is too radical, firms may face the challenge of ‘unusual liability of newness’ (Nohria and 

Eccles, 1992). This has led to the paradox that “people crave new products, ideas and stories, provided 

they are all just like the products, ideas and stories they already know” (Thompson 2017 p. 284). The 

difficulties deciphering consumer preferences have induced scholars to suggest that ‘nobody knows 

anything’ (Goldman, 1983). Producers who do not know what will sell make products for consumers 

who do not know what they want. 

In sum, demand in digital visual industries is characterized by a preference for variety in the form of 

differentiated content. Because consumers are seeking experience value, there is a continuous demand 

for innovation, and new content is evaluated in relation to existing content on the market. The 

combination of unpredictable consumer preferences and infinite variance in revenue distribution 

constitutes a highly uncertain market with excessive business risk. 

3.2.2. The concern for creativity  

To cope with consumers’ demand for variety, firms in digital visual industries are required to 

differentiate the content produced. The statement that “content is king” refers to the distinct 

emphasis on content production in digital visual industries (Lorenzen 2009). The ability to 

differentiate content is closely related to organizational creativity. The term creativity refers to the 

innovative recombination of already existing inputs (Sternberg 1999).  

To cultivate creativity, the firms have commonly embraced a project-based mode of organization 

where many production activities are disintegrated (Lorenzen 2009). The project-based 

organizational model follows the principles of flexible specialization (ibid.). Here, independent 

freelancers (e.g. creatives and technicians) and small-scale companies with different expertise are 

broad together on short term contracts by a host organization (i.e. a production company) to create 
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a temporary project organization (DeFillippi and Artur 1998). Once a project is completed, the 

configuration dissolves and the individuals move on to a new project, spurring the appearance of a 

new configuration. The ability of individuals to efficiently transition between projects is only possible 

due to a high degree of modularity in production activities (ibid.). Establishing a clear division of 

labor and responsibilities, roles can thereby be pre-defined, skill-based, and will usually remain stable 

over a succession of projects (Hargadon and Bechky 2006). By changing team members, the 

organizational model produces a constant flow of new inputs that can be recombined in different 

project configurations, improving the conditions for creative content production. 

The dynamics of the project-based organizational model have shaped the local markets for human 

labor, the most important input in creative content production. Because the production of creative 

content is a very knowledge intensive process (Caves 2000), it has fostered an environment of highly 

skilled individuals willing to engage in activities of search and experimentation (Lorenzen 2009). In 

the quest for constant innovation, these individuals are often confronted with unstable and uncertain 

working conditions due to the rapid turnover in personnel, short-term contracts, and high pace of 

work. However, many workers willingly accept these circumstances as they are driven by an intrinsic 

motivation for content production (Caves 2000). Said differently, they are drawn to the creation of 

art for the sake of art (ibid.). 

To summarize, the revenue side of digital visual industries is driven by creativity. The project-based 

organizational model has therefore been employed to improve the conditions for creative content 

production. This has fostered a high modularity in production activities which in turn improves the 

conditions for offshoring. 

3.2.3. The concern for lowering costs  

Despite the intrinsic motivation of some individuals, content production in digital visual industries 

is ultimately driven by a profit motive (Lorenzen 2009). Firms are therefore facing a trade-off between 

concerns for cost and creativity (Tschang 2007). In the following section, I will discuss how various 

organizational and industrial mechanisms have been employed in an attempt to reduce transaction 

costs and labor costs of production. 
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The concern for lowering transaction costs 

By disintegrating production activities, the firms in digital visual industries are exposed to 

transaction costs (Lorenzen 2009). To reduce these costs, the industry actors actively engage in social 

networks (ibid.). The producers benefit from being embedded in social networks as it provides 

information about relevant freelancers and their competencies. For freelancers, the labor market 

dynamics, specifically the semi-permanent work arrangements, necessitate that they constantly 

search for new job opportunities (DeFillippi and Arthur 1998). Here, scholars have found that social 

relationships to other industry actors are often valuable (ibid.). There is consequently a mutual 

incentive between the contractees and the contractors to engage in social networks as it lowers the 

transaction costs of the project-based organizational model. Because social networks thrive under 

conditions of closeness and proximity (Landherr et al. 2010) creative industries are often clustered 

around cities (Lazzeretti et al. 2009).  

The concern for lowering labor costs 

In addition to transaction costs, there is also a concern for lowering labor costs to enhance 

profitability (Lorenzen 2009). This is where offshoring becomes relevant. By offshoring certain 

production activities to foreign production clusters, the firms have an opportunity to lower their 

labor costs. However, it is not all production activities that can be effectively offshored. Mudambi 

(2007) finds that high value-added activities (e.g. activities that involve a high degree of creativity 

or cultural sensitivity) are generally located in proximity of the consumer markets. The firms can 

thereby combine the competitive advantages of geographical locations with their own resources and 

competencies (McCann and Mudambi 2005). The usual suspects for offshoring are generally activities 

in the middle of the value chain (e.g. standardized services and manufacturing) that account for a 

minor share of the total value generated (Mudambi 2008).  

The above section leads to two important conclusions. First, it was found that the firms actively use 

social networks in their information search. And second, the firms benefit from offshoring to reduce 

labor costs. As the subjects for offshoring are typically standardized activities, it has little impact on 

the creativity of the content (Mudambi 2007). 
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3.2.4. The concern for compensating for chance 

As mentioned, market success in digital visual industries is subject to a high degree of risk. Firms in 

the film industry have historically sought to manage this through a portfolio diversification strategy 

(Sedgwick and Pokorny 1998). Portfolios would typically exhibit a high degree of diversification in 

relation to budgets, genres, directors, actors, etc. (ibid.). Recognizing that many of the productions 

were expected to generate losses, the purpose of the strategy was to maximize the returns of the 

portfolio as a whole (ibid.). However, recent studies (e.g. Pokorny et al. 2018) document how firms 

have gradually refrained from diversification, narrowing their portfolios to fewer productions. These 

findings have led scholars to suggest that some content properties offer more attractive combinations 

of risk and return than others (ibid.). 

In this context, one phenomenon which has become excessively widespread in the mainstream 

markets of digital visual industries is the escalation of endogenous sunk costs in content production 

(Bakker 2015). Examples of endogenous sunk costs are the initial outlays for film production or 

investments in game development. These are sunk costs because once incurred, they cannot be 

reversed (Bakker, 2005). Leveraging on scale economies, firms discovered that production budgets 

could be expanded almost continuously due to the disproportionate return to higher quality (de Vany 

and Walls 1999).  

The market phase, in which the majority of firms increase sunk production costs, is referred to as a 

‘quality race’ (Bakker, 2015). In these markets, productions often use ‘stars’ or other properties with 

high production value such as animation and special effects to capture mass audiences (Elberse and 

Eliashberg 2003). Quality races are particularly common in mainstream markets, for example in the 

Hollywood film industry where the preference for big-budget productions have led to oligopolistic 

market situations (ibid.).  

The implication of the above is that quality races have ‘consolidated’ content production in 

mainstream markets. Large, often foreign, productions occupy an increasing share of local markets. 

This threatens the existence of the firms in the DDVC, forcing many to target niche markets. To 

improve their competitiveness, the firms may benefit from incorporating animation and special effects 

into their productions. Such activities are often offshored for two reasons. First, because they require 
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highly specialized knowledge. Second, because they generally involve a low degree of creativity or 

cultural sensitivity.  

3.3. Summary 

The purpose of this chapter has been to investigate the factors that shape the organization of 

production in DDVIs. Specifically, the analysis sought to provide an explanation as to (1) why the 

firms offshore certain activities, (2) which activities they offshore, and (3) why it is expected that 

they will search information in social networks. It was found that some production activities are 

offshored to foreign production clusters to reduce labor costs. The targets for offshoring are often 

special effects or animation activities. The firms engage in such activities to enhance their 

competitiveness in markets characterized by quality races. Furthermore, it was concluded that parties 

in digital visual industries engage in social networks to reduce the transaction costs of the project-

based organizational model. It is therefore common for the firms to use their social networks for 

information search.  

I will now consider how these findings can be related to the research sub-questions to deduce testable 

hypotheses. The first sub-question is concerned with the extent to which the firms will search 

information about potential offshoring partners in their social network. According to the established 

theory on information search, firms will be drawn towards specific information sources when they 

exhibit a high degree of expected usefulness given their level of accessibility. Since the firms within 

the industries are linked in social networks and actively use them for information sharing, it is 

expected that they will have a strong pull. Further, the information about highly specialized foreign 

suppliers is very specific. It is hence expected that the general supply of transaction-specific 

information will be low. This has led me to the following hypothesis:  

H1: The firms in the DDVC will search for information about potential offshoring 

partners in their social networks. 

The second hypothesis concerns the extent to which social network information search will lead the 

firms towards making the same decisions. In the theoretical framework, I argued that the diffusion 

of information within a cluster is conditioned the local network structures. Firms will make the same 

decisions in symmetric networks. Facilitating the project-based organizational model, it appears that 
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the social networks are characterized by a high density (i.e. the participants hold many direct links). 

This contributes to network symmetry. Although I am unaware of the degree of clustering or 

centrality within the local network, the second hypothesis is formulated as follows: 

H2: The social network information search will lead the firms towards making the same 

decisions. 

The third sub-question investigates the extent to which the social networks are local or global. 

Using theoretical terms, it is concerned with the connectivity of the social network in the 

Danish cluster to foreign clusters. As stated, the amount of information that infuses into a 

cluster reflects its links to other clusters. If a cluster is highly connected, large amounts of 

information will infuse into the local network, increasing the rationality of the firms’ decision 

making. However, the analysis of the digital visual industries leads me to suggest that the 

network structure is relatively local. Social networks thrive under conditions of geographical 

proximity, and transaction costs increase over distance. Although festivals and conferences may 

facilitate the establishment of external links, I expect a local network structure: 

H3: The social networks are highly clustered around the DDVC. 

In the next chapter, I will present my methodological approach to testing these hypotheses.  
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Chapter 4: Methodology 

This master’s thesis can essentially be perceived as a piece of information with the main purpose of 

providing insights of the research question. As with other information sources, the value of this study 

can be measured by its usefulness; its ability to convey valid and reliable insights to the reader. In 

this context, methodology finds it relevance, bridging the gap between the research question and the 

research findings. I will in the following chapter discuss my methodological approach and 

considerations. The chapter is structured in accordance with the layers of ‘the research onion’ 

(Saunders et al. 2019) as illustrated in the below figure.  

 

 

 

 

 

4.1. Research philosophy 

The outer layer of the research onion is the research philosophy because it establishes the 

fundamental philosophical assumptions to guide the other methodological considerations (Saunders 

et al. 2019). The philosophical paradigm of this thesis is critical realism. I will in the following section 

present the ontological, epistemological, and axiological considerations underlying the study. 

According to Crotty (1998), the philosophical thoughts will inevitably affect the understanding the 

of research question, the methodology, and the interpretation of the findings. 

Data collection and data analysis 
Time horizon: cross-sectional 
Research strategy: quantitative survey 
Research method: mono method quantitative 
Research approach: deduction 
Research philosophy: critical realism 

Research philosophy Research approach Research design Data collection procedure 

Figure 16. Methodological overview 

Source: Own creation, adopted from Saunders et al. (2019) 
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The philosophical assumptions of the study are closely tied to the fundamental theoretical approach 

of decision-making and information search. I assume that in any decision-making situation, given a 

set of preferences, there will be one choice which is more optimal than the rest. This reflects the 

existence of an independent reality. Such perception is likely to be associated with the ontology of 

positivism. However, it is also assumed that individuals are unable to directly access this reality, 

although it can be approached. In a complex transaction situation, decision makers do not have 

perfect knowledge about the various alternatives, but they can improve their knowledge by acquiring 

information. Regardless of the amount of information they acquire, it is impossible to predict the 

future, and decisions will consequently be based on expectations. The expectations of individuals are 

likely to be influenced by the social world in which they participate, inducing an element of social 

constructivism. Due to this stratified ontology, critical realism has been adopted as the philosophical 

paradigm of the thesis. 

Originated from Bhasker in 1978, critical realism is based on an ontology stratified into three layers: 

(1) ‘the empirical’, (2) ‘the actual’, and (3) ‘the real’ (Saunders et al. 2019). ‘The empirical’ refers to 

events that are actually observed or experienced (ibid.). This should, in the context of the study, be 

understood from two perspectives. From the perspective of the decision makers, the empirical is the 

information gathered before making a decision; the sensations that provide indications of the real 

world and the optimal decision. From my perspective as a researcher, the empirical is the data that 

I collect to investigate the research question, enabling me to produce new knowledge. ‘The actual’ is 

generated by the real and may or may not be observed (ibid.). This concept can be understood as 

the expectations and ideas that are generated in an attempt to approach the real. Finally, ‘the real’ 

refers to the causal structures and mechanisms that produce the preconditions of the two other layers 

(Saunders et al. 2019). It is the independent reality – the optimal decision or the perfect knowledge 

– which can be approached, but never directly accessed.  

Epistemology refers to the assumptions of human knowledge (Saunders et al. 2019). Closely tied to 

the ontological layers, the epistemology of critical realism assumes that there are two steps to 

understanding the world (ibid.). First, related to the empirical, there are the sensations experienced. 

The more data and information we collect, the better is our foundation for understanding reality. 

Second, there is the mental processing of the sensations after they have been experienced. Individuals 

will use ‘retroduction’ to ‘reason backwards’ from experiences to understand the underlying reality 
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that might have caused them (Reed, 2005). This can be understood as the cognitive processing which 

transforms information into knowledge. To summarize, studying the impact of information search on 

decision making, the study is particularly concerned with the relation between the empirical (the 

collection of information) and the real (the optimal decision). 

Lastly, axiology covers the role of values and ethics within the research process (Saunders et al. 

2019). It is concerned with how researchers deal with their own values as well as those of the 

participants (ibid.). Despite acknowledging the existence of an independent reality, Bhaskar (1978) 

argues that we will only be able to understand the social world if we understand the social structures 

that have given rise to the phenomenon that we are trying to understand. Recognizing that I am a 

part of the social world related to the analysis, my personal experiences and world views may 

potentially impact the outcome of my research. For this reason, I have sought to take an objective 

approach to deal with influential factors.  

4.2. Research approach 

The second layer of the research onion is concerned with the research approach to theory 

development. Saunders et al. (2019) present three distinct approaches to theory development: (1) 

induction, (2) deduction, and (3) abduction. As proposed, I will seek to test three hypotheses related 

to the empirical setting. The study therefore arguably rests on a deductive approach. 

The study has been conducted following the six steps of Blaikie (2010) through which a deductive 

approach will progress. Initially, the study originated from a tentative idea; the idea that firms in 

two clusters may potentially make completely different offshoring location decisions despite having 

similar preferences for offshoring partners. The variances in decisions would then reflect differences 

in access to information across clusters. The underlying assumption is that global and local 

information networks are asymmetric, leading some clusters and firms to have more and different 

information than others. The study focuses on the local network structures within the Danish digital 

visual cluster. In the second step, literature was applied to produce a testable proposition. The 

theoretical dynamics were explored in the chapters on theoretical framework and empirical setting. 

This ultimately produced three hypotheses. The third step relates to the underlying premises of the 

hypothesis. As stated by Ketokivi and Mantere (2010), deductive research is based on the thought 
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that if the premises of a hypothesis can be verified, so can the hypothesis. It is argued that the 

hypotheses can be verified if: (1) the firms in DDVIs base their offshoring location decisions on 

information from social networks, (2) if information search in social networks leads the firms towards 

making the same offshoring location decision, and (3) if the social networks are clustered around the 

DDVC. The fourth step concerns the collection of appropriate data for measurement and analysis of 

the variables. The data has been gathered through a survey which has been distributed to the firms 

in the DDVC. The last steps of the deductive approach relate to the testing of the hypotheses and 

the subsequent calibration of theory (Saunders et al. 2019). These steps will be unfolded further in 

the thesis. 

4.3. Research design 

The research design represents the next three layers of the research onion and can be perceived as a 

general plan of how the research question will be answered (Saunders et al. 2019). The three layers 

include (1) the research method, (2) the research strategy, and (3) the time horizon.  

4.3.1. The research method 

A research study can either follow a quantitative, qualitative or mixed research method (Saunders 

et al. 2019). In contrast to other philosophical paradigms, critical realism is advantageous in the 

sense that it is compatible with both quantitative and qualitative research methods (Sayer 2000). It 

is also possible to apply both quantitative and qualitative methods to a deductive research approach, 

although quantitative methods are the most prevalent (Saunders et al. 2019). Additionally, a 

deductive research approach ought to follow a highly structured methodology to facilitate replication 

and ensure reliability (Ibid.). 

Many network studies are based on the ‘actor-network theory’ where empirical analysis is undertaken 

to ‘describe’ rather than to ‘explain’ social activity (Bencherki, 2016). The purpose is here to outline 

the different network structures and their characteristics, possibly including quantitative and 

qualitative measures of network ties (ibid.). This thesis can also be characterized as a network study, 

examining the network structures in which information about offshoring partners resides. Yet, the 

study is explanatory rather than descriptive as it is concerned the causal relationship between two 

variables; it is thought that the independent variable, information search, will impact the dependent 
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variable, the offshoring location decision making of the firms. These are measurable variables and a 

quantitative research design has consequently been chosen to analyze the relationship.  

4.3.2. The research strategy 

A research strategy can be defined as a plan of how the research will be answered (Saunders et al. 

2019). As proposed by Denzin and Lincoln (2011), it is the methodological link between the research 

philosophy and the selection of methods to collect and analyze data. The research strategy of this 

thesis is based on a quantitative survey, involving the formulation and delivery of a questionnaire 

and the subsequent analysis of the responses. It has been chosen because it allows for the collection 

of quantitative data from a large population. Standardizing the questions and the possible answers 

ensures that data is obtained consistently, thereby improving the potential for generalization. The 

quantitative nature of a survey strategy thereby supports the quantitative research method as well 

as the deductive research approach. However, there are several potential pitfalls of employing a 

survey as the research strategy. For example, there is a limit to the number of questions that can be 

included in a questionnaire. Perhaps the biggest disadvantage of employing a survey strategy is the 

wide potential for mistakes. Not only should the questions in the questionnaire serve as indicators of 

the theoretical variables under investigation, but they should also be asked in the right way to avoid 

confusion or biases. An important consideration is the extensive use of fixed-response questions. 

While fixed-response questions facilitate the standardization of data, it may potentially reduce the 

variability of the results, thereby reflecting the perceptions of the researcher rather than the actual 

reality (Saunders et al. 2019). In addition, there is also the technical aspect of securing that the 

questionnaire can be accessed and answered smoothly.  

4.3.3. Time horizon 

The final consideration of the research design is the time horizon. According to Saunders et al. 

(2019), the time horizon of a research study may either be (1) cross-sectional or (2) longitudinal. 

While a cross-sectional study takes a ‘snapshot’ of time, a longitudinal study employs a ‘diary’ 

perspective (Saunders et al. 2019). Since the purpose of the study is to observe a particular 

phenomenon, the time horizon is cross-sectional, disregarding its development over time. To 

elaborate, I am interested in the current likelihood of firms to choose offshoring partners based on 

information from their social network sources. It is outside the scope of this study to also consider 
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the development of this phenomenon over time. This is also supported by Saunders et al. (2019) 

who note that cross-sectional studies often employ the survey strategy. 

4.4. Data collection procedures 

The inner circle of the onion concerns the data collection procedures. The thesis draws on primary 

data in the form of an online questionnaire distributed to firms in DDVIs. The online format was 

chosen due to the size of the population, and the process of developing and distributing the 

questionnaire was facilitated using Qualtrics. I will in the following section discuss (1) the design 

of the questionnaire and (2) the sampling process. 

4.4.1. Questionnaire design and development 

Since the questionnaire is the only source of primary data, the importance of its design cannot be 

understated. The design ought to ensure the internal validity and reliability of the data collected, 

and it also largely affects the response rate (Saunders et al 2019). A valid questionnaire enables the 

collection of data to accurately measure the concepts under investigation. Reliability refers to the 

consistency of the data collection, allowing for replication and generalization (ibid.). As argued by 

Foddy (1994), a survey strategy can only be successful if the questionnaire is understood by the 

respondents in the way that it was intended by the researcher. I will in the following section discuss 

the structure of the questionnaire, the design of the questions, and the measures employed to ensure 

validity and reliability.   

The structure of the questionnaire 

The thesis investigates how social network information search impacts the offshoring location 

decisions of firms in DDVIs. In other words, the study examines the causal relationship between 

the two variables. As stated in the theoretical framework, the information search process has been 

conceptualized to include two sub-phases used in the market ranking: (1) the identification of 

potential partners and (2) the evaluation of the identified partners. The causal relationship under 

investigation can thus be illustrated as below:  
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The questionnaire has been structured with an intention of making the flow of questions logical for 

the respondent. If a questionnaire follows an illogical structure and includes irrelevant questions, 

it is less likely that the respondents will complete it, reducing the response rate (Saunders 2019). 

This was particularly an issue as it was expected that a significant share of the population would 

not have engaged in any offshoring activities. Asking them the same questions as those who had 

offshored would therefore be pointless. As a result, the questionnaire is initiated by a filter question 

separating those who (1) have offshored, (2) have not offshored but searched information about 

offshoring, and (3) have neither offshored nor searched information. This study is only concerned 

with the data of those respondents who have offshored. Using projects as observations, the 

population of those who have offshored was further segmented based on their experience with 

offshoring. Those who had offshored once within the past five years were asked to fill out 

information about the specific project. Those who had offshored more than once were asked to 

choose two projects. This was done to increase the number of observations. It should be noted that 

the questionnaire of this thesis was part of a larger questionnaire examining a variety of aspects 

related to offshoring in the DDVC. 

Having passed the filter questions, the offshoring segment were led to the ‘actual’ questionnaire which 

investigated information search and offshoring decision making. According to Ponto (2015), there 

are three distinct types of variables that can be included in a questionnaire (1) factual variables, (2) 

behavioral variables, and (3) attitudinal variables. Factual variables are used to examine how 

behaviors and attitudes differ and to check the representativeness of the data collected (Saunders et 

al. 2019). Behavioral variables are used to map the past, current or future behavior of the 

respondents. Lastly, the purpose of attitudinal variables is to collect information about the thoughts 

Figure 17. The causal relationship between information search and decision making 

Source: Own creation 

Identification of potential 
partners 

Social network information search 

Offshoring location decision 

Decision making 

Evaluation of the  
identified partners 
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and feelings of the respondents. These three types of variables were all incorporated in the 

questionnaire. Factual variables were initially established to characterize the particular transaction. 

Behavioral and attitudinal variables were then employed to investigate the offshoring location 

decision process. The basic structure of the questionnaire is illustrated in the below figure. 

Factual variables 

The factual variables in questionnaire serve the purpose of characterizing and grouping the various 

transactions. Although the study applies the term digital visual industries to describe a population 

of firms with common characteristics, this population is not entirely homogenous – and neither are 

their transactions. The firms operate across different industries, business areas and projects, and 

seek to offshore different types of activities. For this reason, they have different preferences and 

are likely to choose different offshoring partners. The purpose of the factual variables is thus to 

characterize the transactions as this allows for a more nuanced analysis of the research question. 

The factual variables employed in the questionnaire are outlined in the below table. 

 

 

Filter questions 

Factual variables 

Behavioral and attitudinal 
variables 

Start of questionnaire 

End of questionnaire 

Figure 18. The simple structure of the questionnaire 

Source: Own creation 
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Table 1. The factual variables of the questionnaire 

Factual variables Indicator in questionnaire 

Production area Which production area did the project relate to? 

Production activity Which activity was offshored to the foreign partner? 

Source: Own creation  

When answering the questions related to the factual variables, the respondents could choose 

between various fixed response questions. The production areas were pre-defined by the 

industry scope (i.e. film, tv, advertising or digital games production). The various 

production activities were identified in collaboration with my supervisor and verified by 

several industry experts.   

Behavioral and attitudinal variables 

The purpose of the questions related to the behavioral and attitudinal variables is to collect valid 

and sufficient data to investigate the three research sub-questions. The first sub-question is 

concerned with the extent to which the firms base their offshoring location decisions on information 

from social networks. It is assumed that social network sources include personal and professional 

contacts. Adopting a network perspective, the firms’ information search was analyzed by 

considering the quantity and quality of the links to the various information sources. In other words, 

the respondents were initially asked to select the information sources that had been important for 

their offshoring location decision. They were then asked to rate them on a Likert scale (not 

important at all; a little important; moderately important; important; very important). The 

different types of information sources were found by reviewing literature and cross-checking with 

industry experts to ensure their collective exhaustiveness. Further, from the conceptualization of 

the information search process, it was argued that the firms, as part of their market ranking, will 

collect information to identify and evaluate the potential offshoring partners. For this reason, the 

respondents were asked to identify and evaluate the relevant information sources for each of the 

two phases. It should be noted that this methodological approach can be subject to criticism, 

because the “importance” of an information source is a somewhat intangible measure.  
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Table 2. Indicators related to the first research sub-question 

Information search phase Measure Indicator in questionnaire 

The identification of potential 
offshoring partners 

The quantity of the 
information sources 

Which information sources did you use to 
identify the potential offshoring partners? 

The quality of the 
information sources 

How important were each of these 
information sources for the identification 
of potential offshoring partners? 

The evaluation of the 
identified offshoring partners 

The quantity of the 
information sources 

Which information sources did you use to 
evaluate the identified offshoring partners? 

The quality of the 
information sources 

How important were each of these 
information sources for the evaluation of 
the identified offshoring partners? 

Source: Own creation 

The second research question examines whether information search in social networks promotes 

homogenous decision making among the firms. As the use of social network information search is 

mapped in the first sub-question, the answer to the second sub-question only required data on the 

offshoring location decisions of the firms. Using fixed-response questions, a list of the most common 

offshoring locations was created. Similar to the other questions, these fixed responses were cross 

checked with industry experts. Additionally, if missing from the list, the respondents had the 

opportunity to select the category “other” and manually write the location of the offshoring partner. 

Table 3. The indicator related to the second research sub-question 

Measure Indicator in questionnaire 

Offshoring location decision Please state the location of the foreign offshoring partner 

Source: Own creation  

While the second research sub-question is concerned with the internal network structures that 

influence the diffusion of information within the cluster, the third sub-question relates to the 

external network structures, affecting the infusion of information into the cluster. As mentioned, 

information infusion is dependent on the network centrality of the cluster in the global network. 
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Due to the methodological approach of analyzing a single cluster, it is only possible to empirically 

investigate the degree centrality of the cluster. Degree centrality analyses the direct links to other 

clusters. In contrast, closeness centrality considers the centrality of the cluster in relation to the 

entire global network. To illustrate the difference between the two concepts, consider a situation 

where all the firms base their decisions on information from social network sources located outside 

the cluster. From a degree centrality perspective, it promotes the perception that the cluster is 

well-connected to the global network. However, the firms could conceivably just be linked to 

isolates holding little information. From the perspective of closeness centrality, the cluster would 

then not be well-connected. This is a remarkable weakness of the degree centrality approach, but 

it is nevertheless the only centrality measure possible of employing given the circumstances. The 

closeness centrality of the cluster was investigated by collecting information on the location of the 

social network information sources. It should be noted that the respondents were only asked these 

questions if stated that social network sources were used in the information search. 

Table 4. Indicators related to the third research sub-question 

Information search phase Measure Indicator in questionnaire 

The identification of potential 
offshoring partners Degree centrality 

Please state the location of the most 
important professional contact 

Please state the location of the most 
important personal contact 

The evaluation of the 
identified offshoring partners Degree centrality 

Please state the location of the most 
important professional contact 

Please state the location of the most 
important personal contact 

Source: Own creation 

 

4.4.2. The measures employed to ensure validity, reliability, and response rate 

As previously mentioned, a scientific paper is essentially a piece of information, conveying one or 

more research findings to the reader. The usefulness of a scientific paper is commonly measured in 
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validity and reliability. Validity refers to the accuracy of a method to measure what is intended to 

be measured (Saunders et al. 2019). Reliability is the degree to which the research method produces 

stable and consistent results (ibid.). To improve the usefulness of the study, several measures have 

been employed to strengthen the validity, reliability, and the response rate of the questionnaire.  

First, I have sought to establish a high degree of validity by creating a clear link between the 

theoretical foundation and the indicators in the questionnaire. The dynamics of supply and demand 

in the markets for information as well as the process of information search are some inherently 

intangible concepts difficult to measure. It has been crucial for the validity of the data collection 

to establish a questionnaire design which includes tangible indicators directly linked to the relevant 

theoretical concepts. Saunders and colleagues (2019) recommend that questionnaires are initially 

reviewed by a group of experts, allowing for comments on the structure and validity of the 

questions. The questionnaire was reviewed by a group of academic experts including my supervisor 

and two researchers from Copenhagen Business School and the University of Southern Denmark, 

respectively. Their comments were very helpful to ensure the accurate measurement of the 

theoretical concepts under investigation. Subsequently, the questionnaire was reviewed by an 

industry expert from Vision Denmark and my supervisor who provided comments on the language 

and wording of the questions. As argued by Saunders and colleagues (2019), clear wording and 

terms familiar to the respondents will improve validity.  

In addition to validity, it has been emphasized to create a questionnaire with a high degree of 

reliability. A data collection method has a high degree of reliability provided that it produces 

consistent findings at different times and under different conditions (Saunders et al. 2019). The 

reliability of a questionnaire depends on the extent to which the respondents have the same 

understanding of the questions and follow the instructions in a similar manner (Taherdoost, 2016). 

To ensure this, pilot interviews were conducted with five production firms. A few deviations in the 

responses were initially recorded which contributed to refining the questionnaire. It should be noted 

that the number of pilot interviews was quite low compared to the general rule of thumb (Saunders 

et al. 2019). As a consequence, it was not possible to statistically test the degree of reliability and 

validity prior to distributing the actual questionnaire. The low number of pilot interviews was 

caused by the limited number of production companies that engage in offshoring activities. 
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Lastly, several measures were taken in an attempt to increase the response rate. Studies have found 

that a questionnaire is less likely to be completed if the respondents find it irrelevant or too long 

(see Saunders et al. 2019). For this reason, the value of each question was carefully evaluated to 

make sure that the questionnaire only included the most essential questions. The questions were 

also designed to be intuitive, precise and easily understood, minimizing the answering time. For 

instance, most of the questions had fixed responses whose mutual exhaustiveness were verified by 

industry experts, including the types of activities and potential information sources. In addition, 

Danish cluster initiative Vision Denmark was contacted and invited to participate in the study. 

Their acceptance of the invitation allowed me to benefit from the brand of a familiar industry 

organization when distributing the questionnaire, thereby improving the legitimacy of the study. 

And lastly, a reminder was sent four weeks after the initial distribution to the firms not having 

completed the questionnaire. 

4.4.3. Sampling 

Having presented the underlying thoughts behind the design of the questionnaire, this section will 

discuss the sampling process. Easterby-Smith and colleagues (2008) suggest that a sample should 

aim to be representative and precise. The higher the degree of representativeness and precision, the 

higher the accuracy of the findings, predictions, and conclusions (Saunders et al. 2019). The general 

population of the paper, to which the findings are meant to apply, consists of the firms in the DDVC. 

These firms are producers of films, TV, advertisements, and digital games. Due to the relatively 

small size of the DDVIs, I attempted to collect data from the entire population rather than from a 

sample of the population. This is referred to as a census (Saunders et al. 2019). A census increases 

the generalizability of the findings, improves the potential for statistical analysis, and reduces the 

risk of errors in the sampling process (ibid.).  

To extract firm data, Statistics Denmark is often an attractive source of information. However, the 

method of Statistics Denmark based on industry codes does not allow for the distinction between 

producers and non-producers. As the study is only concerned with producer companies, the Danish 

Producers’ Association was consulted to provide access to a database from of 764 Danish producer 

companies within the industries of film (326), TV (169), advertising (110), and digital games (159). 
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Although the basic information of the database stems from Statistics Denmark, the firms have been 

identified from various product and rights registers (DPA 2018).  

As highlighted by Edwards et al. (2017), researchers need to be aware of the possible problems of 

using existing databases for the sampling frame. They found that (1) individual databases are often 

incomplete, (2) the information held about organizations in databases is sometimes inaccurate, and 

(3) the information held in databases soon becomes out of date. These problems were also reflected 

in the database from the Danish Producers’ Association.  

In terms of completeness, the database lacked information about general firm characteristics, and 

only a few key individuals and their email addresses were listed. It was therefore necessary to link 

the data from the DPA with data from NN Markedsdata, a database of Danish firm information, in 

order to extract the necessary information.  

Additionally, inaccuracy was also an issue as some of the contact information from both DPA and 

NN Markedsdata referred to general email addresses rather than employee-specific ones. The problem 

was accommodated by conducting desk research about each of the 764 companies. This enabled the 

triangulation of three independent data sources, making it possible to select the information which 

appeared to be the most reliable.  

Finally, currency was the most urgent problem of the database from the Danish Producers’ 

Association as it stemmed from 2017. The digital visual industries are highly dynamic, and project 

organizations emerge frequently. Hence, it is anticipated that the firms from the database do not 

precisely represent the current population of firms. Additionally, by only including firms founded 

before 2017, the sample could be biased. It is expected that young firms in general tend to be smaller, 

less embedded in local networks, and have less experience with offshoring than the industry average. 

All of these factors could potentially affect the nature of the firms’ information search as well as their 

approach to offshoring. To summarize, the sampling methodology is illustrated in the below figure. 
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While this thesis was written, the DPA released their annual report of 2019 along with an updated 

database of the population of firms within digital visual industries. It is worth noting that they have 

changed their methodological approach to identify the firms, questioning the representativeness of 

the 2017 database. The 2019 report identifies 1416 Danish producer companies across the industries 

of film (592), TV (247), advertising (192) and games (385). The author was not aware of the new 

report in sufficient time to include it in the study.  

After extracting and triangulating data from the different databases, the sample consisted of 474 

companies with reliable contact and background information. In comparison, the DPA stated that 

there were 764 Danish producer companies in 2017 and 1416 in 2018 (with the rapid change caused 

by a change in methodology). The percentage differences in the industry distribution between the 

sample and the two reports from the DPA are illustrated in the below figure. 

 

 

 

 

1

The Danish Producers’ 
Association

Use:
- Overview of the population
- Contact information

Issues:
- Lack of completeness –

emails were missing
- Some of the emails were

inaccurate
- The database was from 2017

2

NN Markedsdata

Use:
- To identify missing emails
- To verify existing emails

Issues:
- Not all emails could be found
- Some of the emails were

inaccurate

3

Desk research

Use:
- To identify missing emails
- To verify the existing emails

Issues:
- Some firms did not exist
- Some firms did not provide 

contact information

Figure 19. The sampling approach 

Source: Own creation 
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The most significant difference between the sample and the data from the DPA is the proportion of 

film and game producers. As it was noted in the empirical setting chapter, several industry-specific 

factors may affect the likeliness of firms to engage in offshoring and search for information in social 

networks. Because this study seeks to draw conclusions about the entire DDVC, it should be noted 

that the underrepresentation of film producers and overrepresentation of game producers could 

systematically bias the findings.  

To summarize, the initial idea was to reach a census by distributing the questionnaire to the entire 

population of firms within DDVIs. However, this proved difficult as the database from the DPA 

which was incomplete, slightly inaccurate and non-current. Although NN Markedsdata and desk 

research were used to verify and supplement the data from the DPA, there is a risk that the sample 

is systematically biased in two ways. First, the proportion of firms within the different industries 

varies between the sample and the estimates from the DPA. While this may distort the overall 

picture, the issue can somehow be accommodated by segmenting the respondents by industry.  

Second, the database from the DPA is non-current since it excludes all the firms that were founded 

after 2017. As younger firms may be less embedded in social networks or have less experience with 

offshoring, this issue is a constraint to the representativeness of the sample.   

42%

43%

28%

17%

22%

22%

14%
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Source: Own data and the Danish Producer’s Association (2018; 2019) 

Figure 20. The industry distribution across the different data sources 
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Chapter 5: Results and analysis 

The purpose of this chapter is to examine the results from the survey and analyze them in 

accordance to the research sub-questions. The research question examines the causal relationship 

of how information search in social networks impacts the offshoring location decisions of firms in 

the DDVC. To answer this question, I established three research sub-questions. The first sub-

question is connected to the exogenous variable, the extent to which the firms search information 

in social networks. The second and the third sub-question relates to the endogenous variable, the 

impact on the firms offshoring location decisions. Specifically, concerned with the diffusion of 

information within the cluster, the second sub-question investigates the extent to which social 

network information search leads to homogenous decision making. The third sub-question, occupied 

with the infusion of information, examines the extent to which the social networks are clustered in 

geographical proximity of the DDVC. This impacts the amount of the information on which the 

firms base their decisions.  

After analyzing the industrial dynamics of the digital visual clusters and relating them to theory 

on information search, I established the following three hypotheses: 

H1: The firms in the DDVC will search for information about potential offshoring 

partners in their social networks. 

H2: The social network information search will lead the firms towards making the same 

decisions. 

H3: The social networks are characterized by a local network structure. 

I will in the following section analyze each of these hypotheses. Collectively, it should allow me to 

answer the research question. 

5.1. Overview of the response 

The questionnaire was distributed to a population of 474 producer firms within the industries of 

film (132), TV (106), advertising (78) and games production (158). Although the response rate was 
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fair (11%) with 50 respondents initiating the questionnaire, the completion rate was very low (6%). 

Further, not all responses were relevant to the study. Out of the 50 respondents, only 39 had 

engaged in offshoring activities within the past 5 years. Hereof, 23 completed the questionnaire. It 

should be noted that observations are not counted by the number of firms but by the number of 

offshoring partnerships. Those who had offshored once would fill out information about one project. 

Those who had offshored more than once would fill out information about two projects. Out of the 

23 completed responses, 5 had offshored once and 18 had offshored more than once. This equals a 

total of 41 observations. A brief overview of the response is shown in the below table. 

Table 5. Overview of the response 

Category Number of firms % 

Distribution 474 100% 

Responses 50 11% 

Respondents that have offshored 39 8% 

Respondents that have offshored 
and completed the survey 23 5% 

Source: Own creation 
 

The implication of the low number of observations is that the empirical foundation of the thesis is 

very weak. This limits the representativeness of the findings. At best, the data provides a shallow 

indication of the firms’ search patterns. In retrospect, three reasons may have contributed to the 

low completion rate. First, the questionnaire was distributed just before the summer holidays. 

Second, Vision Danmark had already distributed two questionnaires to the firms in the spring. 

Third, the respondents might have found the questionnaire too long or irrelevant. It is uncertain 

whether the COVID-19 pandemic has had an impact. To improve the response rate, another 

reminder could have been distributed, or the firms could have been contacted by phone. Due to 

the low number of observations, the analysis will focus on the overall tendencies within the cluster. 

Although it reduces the validity of the findings, a comparison of variations in data across the four 

industries does not make sense. 
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5.2. The use of social network information sources 

The first research question, which is concerned with the firms’ use of social network information 

sources, is inherently descriptive and relates to the first hypothesis. It was expected that the firms 

in the DDVC would search information about potential offshoring partners in their social networks 

for two reason. First, social networks are actively used by the industry actors to the reduce the 

transaction costs of the project-based organizational model. Information about potential partners 

is commonly exchanged. Second, the information about foreign and highly specialized vendors is 

very specific. It is therefore expected that the general supply of transaction-specific information 

will be low. 

To investigate the hypothesis, I will apply a descriptive approach inspired by network theory. 

Bruun and Evans (2018) conceptualizes networks as a set of entities that are linked via a set of 

connections. These entities are referred to as nodes and the connections as links. In the context of 

information search, the firms and the information sources are perceived as nodes. When a firm 

acquires information from an information source, a link is activated. Studying the quantity and 

quality of these links provides information about the importance of the various information sources 

for the firms’ offshoring location decisions.  

The information search process was conceptualized to include two phases: the identification and 

evaluation of the potential offshoring partners. The below figure illustrates the information search 

of the firms related to the identification phase. As highlighted, social networks consist of personal 

and professional contacts. Further, the importance of the links is reflected in their tone. 
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It is observed that the firms’ information search is concentrated around a variety of information 

sources. Although social networks, and particular “professional contacts”, are widely used, they do 

not have a monopoly on the information search. “Festivals, conferences, fairs, etc.”, “past 

collaborations”, and “own research” are also commonly used to identify foreign partners.  

Turning to the second phase of the information search process, the below figure illustrates the 

information search patters related to the evaluation of the identified offshoring partners. This figure 

includes an additional information source, “meetings with firms”, which is only relevant in the 

evaluation phase.  
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Figure 21. Information sources used in the identification of offshoring partners 

N = 41, total number of links = 83, average number of links per respondent = 2. 
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The information search pattern of the evaluation phase resembles the identification phase. It is 

observed that the firms search information in their social networks, but that other information 

sources are also important. Particularly “meetings with firms” have a high level of attraction. “Own 

research”, “festivals, conferences, fairs, etc.”, and “past collaborations” are also common when 

evaluation the potential partners.  

To summarize, social network information search is a common source of information when firms in 

the DDVC identifies and evaluates potential offshoring partners. The firms particularly rely on 

information from professional contacts. Information from personal contacts is less prevalent 

However, they do not solely use social networks for information search. Other sources such as “own 

research”, “festivals, conferences, fairs, etc.”, “past collaborations”, and “meetings with firms” are 

also commonly used.  

The research sub-question is concerned with the extent to which the firms base their offshoring 

location decisions on information from social networks. It was hypothesized that they would. The 

data neither fully verifies nor falsifies the hypothesis; the answer lies in a continuum. It can be 

concluded that information from social networks, particularly professional contacts, plays an 

N = 41, total number of links = 85, average number of links per respondent = 2,1. 
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Figure 22. Information sources used in the evaluation of the identified offshoring partners 
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important role in the identification and evaluation of potential offshoring partners. But at the same 

time, “professional contacts” is one of four or five dominant information sources. Considering the 

weak empirical foundation, these conclusions should be treated carefully. The underlying data 

behind the figures is summarized in tables in the appendix. 

5.3. Homogeneity in decision making within the cluster 

The second research sub-question is concerned with the extent to which social network information 

search leads the firms towards making the homogenous offshoring location decisions. In the context 

of the study, the term homogeneity is limited to the same offshoring location, not the specific partner. 

It was hypothesized that social network information search would cause homogeneity in the firms’ 

decision making. Rather than being descriptive, this sub-question is explanatory. 

Before analyzing the causality between social network information search and the choice of offshoring 

location, I will briefly review the dependent variable, the offshoring location decision. It was argued 

in the theoretical framework that the firms typically offshore production activities in the middle of 

the value chain, such as the production of animation and special effects. Supposedly, the activities 

are often offshored to low-wage countries to reduce labor costs of production. The below table shows 

the distribution of offshoring locations. 

Table 6. The distribution of offshoring locations 

Offshoring location Number of observations % 

Scandinavia 5 12% 

EU 21 51% 

UK 4 10% 

USA 3 7% 

Canada 2 5% 

India 2 2% 

Other 5 12% 

Total 41 100% 

Note: “Other” includes Balkan (1), Mexico, (1), Eastern Europe (2), and Africa (1) 
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Although it is outside the scope of the study, the above table does not reflect the traditional approach 

to offshoring. An otherwise popular offshoring destination such as India is barely represented. None 

of the respondents offshored to China. In contrast, it appears that EU is by far the most common 

offshoring destination. I will now consider the relationship between social network information search 

and the offshoring location decision. 

The fundamental assumption underlying the study is that firms will make the same transaction 

decisions when they have acquired the same information, given that they have the same preferences. 

Ideally, this sub-question should be investigated by conducting a multinomial regression. Factual 

variables were implemented in the questionnaire to characterize the various transactions. Using them 

as control variables, the regression would then be able to test whether patterns in the firms’ 

information search translate into patterns in their offshoring location decisions. Theoretically, 

homogeneity in decision making would then reflect a symmetry in the local network structures, with 

the firms accessing the same information. The firms would then reach the same market ranking and 

make the same decisions.   

Despite the benefits of a multinomial regression, its applicability is constrained by the weak empirical 

foundation. As stated, 23 firms engaging in offshoring has completed the questionnaire. This equals 

41 observations. Information from a social network source has been important in the identification 

or evaluation of potential offshoring partners for 22 of the observations. For the remaining 19 

observations, the firms have not used information from social networks in their offshoring location 

decision making. By reviewing the distribution of data, it can be seen that it would be nearly 

impossible to reach any form of statistical significance in a regression. Consequently, the analysis will 

be kept at a descriptive level.  

The below table shows the firms’ offshoring location decisions and the extent to which they have 

based their decisions on information from social networks. Here, the first colon shows the offshoring 

location; the second colon shows distribution of offshoring locations of firms that have used 

information from social networks (i.e. personal or professional contacts) to identify potential partners; 

the third colon shows the distribution of firms that have used information from social networks to 

evaluate the identified partners; the fourth colon shows the distribution of the firms that have used 

information from social networks to identify and evaluate potential partners; lastly, the fifth colon 
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shows the distribution of the firms that have not used information from social networks in their 

decision making.  

Table 7. Offshoring location decisions by levels of social network information search 

Offshoring 
location 

Social network search 
(identification) 

Social network 
search (evaluation) 

Social network 
search (I+E) 

No social network 
search 

Scandinavia 0% 0% 6% 21% 

EU 40% 100% 44% 58% 

UK 20% 0% 6% 11% 

USA 20% 0% 13% 0% 

Canada 20% 0% 6% 0% 

India 0% 0% 6% 0% 

Other 0% 0% 19% 11% 

Total 100% 100% 100% 100% 

Number of 
observations 

5 1 16 19 

N = 41. 

Although a few variations can be observed (e.g. those who have not searched in social networks are 

a little more likely to offshore to Scandinavia and the EU), there are too few observations to make 

any certain conclusions. It is therefore not possible to verify nor falsify the second hypothesis.  

5.4. Social network clustering around the DDVC 

The third research sub-question is concerned with the degree of clustering in the social network 

around the DDVC. The external network structures of the social networks condition the infusion of 

information into the cluster, thereby affecting the supply of information in the DDVC. 

The amount of information infusing into a cluster is dependent on the global network structures and 

the centrality of the cluster within the global network. As the study only investigates the DDVC, it 

is not possible to draw any conclusions about the global structures of the information network. 

Instead, I will consider the degree centrality of the DDVC, that is, its direct links to foreign clusters. 
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To investigate the degree centrality of the social networks, I use the E-I (external-internal) index, 

which is a useful and simple approach to measure the degree of clustering (Krackhardt and Stern 

1988). The measure compares the number of links within groups and between groups. Specifically, it 

takes the number of links of group members to outsiders, subtracts the number of links to other 

group members, and divides by the total number of links. The resulting index ranges from -1 (all the 

links are internal) to +1 (all the links are external). The formula is shown below:  

E-I Index = 
external links  - internal links

Total number of links
 

As social networks are separated into personal contacts and professional contacts, and the 

information search phase is decomposed into identification and evaluation, it is possible to set up the 

below matrix: 

Table 8. The E-I index across the information search phases and the types of social network sources 

 Identification Evaluation Total 

Personal contacts -0,33 0 -0,2 

Professional contacts -0,22 -0,25 -0,24 

Total -0,26 -0,18 -0,22 

Total number of links = 49. 

Except for one observation, it is seen that all the E-I indexes are negative. This implies that the 

social networks are characterized by a structure where the majority of the links are local. These 

findings support the hypothesis of clustering around the DDVC. It should, however, be noted that 

19 external links were observed, equaling 39% of the total number of links.  

Having considered the quantity of external links, I will now examine the locations of the social 

network information sources. Theoretically, larger amounts of information will infuse into the cluster 

if it is connected to a high number of large clusters that are not mutually connected. The 

methodological approach constraints the analysis to consider only the geography of the social network 

information sources. The below table shows the locations of the social network information sources. 

The locations “same city” and “Denmark” are within the DDVC. 
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Table 9. The locations of the social network information sources 

Location 

Identification Evaluation Total 

No. % No. % No. % 

Same city 8 30% 8 36% 16 33% 

Denmark 9 33% 5 23% 14 29% 

Scandinavia 0 - 0 - 0 - 

EU 8 30% 8 36% 16 33% 

UK 0 - 0 - 0 - 

USA 0 - 0 - 0 - 

Canada 0 - 0 - 0 - 

India 0 - 0 - 0 - 

China/Hong Kong 0 - 0 - 0 - 

Korea 0 - 0 - 0 - 

Singapore 0 - 0 - 0 - 

The Philippines 0 - 0 - 0 - 

Australia/New Zealand 0 - 0 - 0 - 

Middle East 0 - 0 - 0 - 

Other 2 7% 1 5% 3 6% 

Total 27 100% 22 100% 49 100% 

Total number of links = 49. Other = South America. 

It is observed that the foreign participants in the social networks are primarily located in the EU. It 

is not possible to draw any conclusions about the connectivity of the foreign information sources (i.e. 

as an indication of closeness centrality) which impacts the inflow of information.  In sum, the analysis 

of this research sub-question has led to the finding that the social networks are somehow clustered 

around the DDVC. Further, the participants outside the cluster are primarily located in the EU. 

This may lead to the suggestion that the DDVC is part of a larger European clustering in a global 

network. Generally, the value of the findings is constrained by the methodology. 
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Chapter 6: Discussion 

As reflected in the past chapter, the results of the survey are constrained by the low response rate. 

To accommodate this issue, the discussion will primarily be theoretical. The structure of the 

chapter is based on the three levels of theory on which the thesis operates. I will initially discuss 

how information search impact the decision making of a cluster, using the economic theory 

presented in the theoretical framework. Subsequently, the theoretical implications for existing 

offshoring will be considered. And lastly, the theoretical and empirical findings will be related to 

the research question and the research sub-questions.  

6.1. The impact of information search on the decision making of a cluster 

On the grandest theoretical level, the thesis is concerned with the impact of information search on 

the decision making of a cluster. This specifically relates to which decisions the firms make and 

the rationality of these decisions. I will in the following section discuss how the economic dynamics 

of information search affects the homogeneity of decisions within and between clusters. 

The fundamental assumption is that firms, given that they have the same preferences, will make 

the same decisions when having the same information. Firms are profit maximizing. In a transaction 

situation, they will seek to choose the best offer in the market. The process of choosing the best 

offer occurs through a market ranking where the various alternatives are compared. The ability to 

rank the market hinges upon information to identify and evaluate the various alternatives. As the 

firms acquire more useful information, the firms’ ranking will gradually approach the ‘real’ ranking 

of the market, improving the rationality of their decision making.  

Based on the above assumptions, two variables are relevant for homogeneity in decision making: 

(1) the preferences of the firms and (2) the amount of information acquired prior to making the 

transaction decision. As it is outside the scope of the study, variations in preferences will be 

disregarded. The amount of information acquired is determined by the optimum level of 

information. Hence, assuming equal preferences, firms will make the homogenous decisions when 

having the same demand and supply of transaction-specific information. Demand for information 

reflect perceptions of transaction risk. While factors such as firm size may lead to heterogeneity, 
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the demand side is less interesting to this discussion. Instead, I want to draw attention to 

differences in supply. 

Holding preferences and demand constant, firms will make the same transaction decisions if they 

have access to the same transaction-specific information. If all firms had access to the same 

information, the law of one price would be verified. Transaction decisions would then be 

homogenous. Focusing on prices, this is somehow insinuated by Stigler (1961 p. 219): “…if the 

conditions and participants in the market were fixed in perpetuity, prices would immediately 

approach uniformity”. From a network perspective, homogenous decision-making entails that global 

and local networks are symmetric, spurring an equal distribution of information. However, as 

argued, the structures of real-life networks are rarely symmetric. Instead, they are asymmetric, 

causing horizontal information asymmetries to emerge within and between clusters. 

The level of horizontal information asymmetries in networks essentially depends on the network 

structures. Network symmetry requires perfect cohesiveness, non-weightedness, and non-

directedness. When these conditions are violated, networks become centralized, fragmented and 

less cohesive. Applicable to global and local networks, the implication is that the information will 

be distributed in an unequal pattern, causing some nodes to hold more useful information than 

others. From the perspective of the individual node, network centrality becomes more important, 

when horizontal information asymmetries increase. These thoughts can be applied to understand 

how information levels vary – and thereby also the degree of decisional homogeneity – within and 

between clusters. 

In sum, the most important contribution of this section is that it directly confronts ‘the law of one 

price’, an obsolete assumption which does not reflect the reality of markets for goods. While the 

traditional theories continue to have a normative theoretical value (i.e. they explain how 

transaction decision problems ought to be solved optimally), they should be accompanied by 

information network economics when used descriptively (i.e. to explain how transaction decision 

problems are actually solved).  
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6.2. The impact of information search on the offshoring location decision  

The dynamics of information network economics can be applied to understand how the information 

search impact their offshoring location decisions of a cluster. As stated in the theoretical framework, 

firms will base their offshoring location decisions on the sourcing decision criterium. When the 

expected return of offshoring, also accounting for disintegration costs, is higher than the expected 

return of domestic outsourcing or integrating the activity, firms will choose to offshore. Further, 

they will use the same approach to select between a number of potential offshoring partners. Before 

making the offshoring location decision, the firms will search information about the various 

offerings on the market. Seeking to make a market ranking, the information will be used to identify 

and evaluate the potential partners. The evaluation is based on the various components of the 

sourcing decision criterium. 

Having established the decisional parameters that are relevant for the particular type of 

transaction, the principles of information network economics can be applied to understand the 

offshoring location decisions of clusters. The extent to which firms within a cluster will make the 

same decisions depends on the diffusion of information in the local network structures. Highly 

symmetric local network structures will cultivate homogenous offshoring location decisions, ceteris 

paribus. The rationality of the offshoring location decisions will then depend on the amount of 

information which is produced within the local network and the amount of information infusing 

into the network. The process of information infusion is dependent on the global network structures 

and the cluster’s own position within the network. If the cluster is connected to other clusters, the 

level of information infusion will be high. 

To illustrate an example where the theory finds its relevance, consider two film clusters. Say that 

the first cluster is in England, the second one in Denmark. The population of firms in both clusters 

are all seeking to offshore their animation activities to a foreign production cluster. They are 

consequently facing an offshoring location decision problem. It is assumed that preferences and risk 

profiles are equal for all firms. Suppose that the local networks are perfectly symmetric (i.e. that 

all firms within the same cluster have access to the same information) and that the global networks 

are perfectly asymmetric (i.e. no information is shared between the English and the Danish cluster). 

By coincidence, an English firm finds a partner in India which is better than any other known 
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alternatives in the English cluster. The process of information diffusion leads all the English firms 

to offshore to that specific Indian partner. Meanwhile, a Danish firm has found a partner in China. 

The Chinese partner is not as good as its Indian competitor, yet it is better than any known 

alternative in Denmark. The general supply of transaction-specific information is relatively low, 

and the Danish firms do not expect that it is profitable to search further. Since the Danish firms 

have no knowledge of the Indian firm, they will all seek towards China as it is the most optimal 

alternative that they are aware of.  

From a theoretical perspective, the above example resembles a situation of horizontal information 

asymmetry in the global network structure where the usefulness of the transaction-specific 

information is higher in the English cluster than in its Danish equivalent. The English firms will 

therefore reach a higher optimum level of information, resulting in more rational decision making. 

In reality, the specific example would rarely occur. On the one hand, macro drivers such as 

globalization and digitalization cultivate increasing levels of interdependence and information-

sharing between clusters. Two geographically proximate clusters will often be linked, if not directly 

then indirectly. And on the other hand, it is unlikely that the local network structures are perfectly 

symmetric, inducing heterogenous decision making within clusters. This may also be attributed to 

the pace of which information diffuses within a network, a topic which I have paid less attention 

to in the thesis.  

Contributing to the bounded rationality perspective, this view on offshoring decision making 

challenges the traditional theories, including the OLI framework, the RVB, and the dynamic 

capability perspective. Common for these frameworks is their assumptions about perfect 

information. Suppose they reflect reality, the global population of firms with the same preferences 

would choose the same offshoring partners regardless of their geography or the information 

networks in which they are embedded. The law of one price would then hold. Repeating the 

conclusions from the previous section, I argue that the theoretical values of these frameworks are 

only normative. A theoretically descriptive examination of offshoring location decisions needs to 

consider the asymmetries of real-life information networks  
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6.3. The impact of social network information search on the offshoring 

location decision of firms in the DDVC 

Understanding the theoretical context, this thesis has sought to investigate how social network 

information search impacts the offshoring location decisions of firms in the DDVC. It is particularly 

concerned with the extent to which information search in social networks will cause the firms in 

the cluster to make the same decisions and the amount of information reflected in these decisions. 

This focus is specified in the research sub-questions. 

The first research sub-question is concerned with the extent to which the firms will search 

information about the transaction in social networks. Theoretically, firms will be drawn towards 

particular information sources if they exhibit high expected usefulness (value) given their level of 

accessibility (costs). Social networks are characterized by reciprocity, meaning that the links are 

non-directional and that there are no direct information costs. The usefulness of the transaction-

specific information within a social network is then conditioned by the level of participation. Having 

analyzed the industry dynamics of the DDVC, it was found that the firms actively use social 

networks for information sharing to reduce the transaction costs of the project-based organizational 

model. Additionally, the characteristics of the transaction led me to anticipate that the general 

supply of transaction-specific information would be low. Collectively, these factors contributed to 

the hypothesis that the firms would use social networks to acquire information about potential 

offshoring partners. 

Applying a survey strategy to collect data, it was found that social networks, particularly 

professional contacts, were important sources of information. However, it also appeared that the 

social networks do not have monopoly on the firms’ information search. Other sources such as “own 

research”, “festivals, conferences, fairs, etc.”, “past collaborations”, and “meetings with firms” are 

also widely used. In conclusion, the findings result in a somehow blurred understanding of the 

importance of information from social networks. Additionally, because information search is an 

intangible process, which is not always based on conscious decisions, there are some methodological 

issues when estimating the ‘importance’ of a specific information source. The conclusions should 

therefore be treated carefully. 
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The second research question is indirectly related to the local network structures of the DDVC and 

the process of information diffusion. It was investigated whether social network information search 

causes homogeneity in offshoring location decisions. Because the industries are highly embedded in 

social networks, facilitating the project-based organizational model, it was hypothesized that 

network symmetry would cause homogeneous decision making. In other words, information search 

in social networks was anticipated to drive homogenous decision making. From a theoretical 

perspective, the answer to the sub-question essentially comes down to the structures of the social 

networks in which the firms search for information. If the local network structures were symmetric, 

the information search would lead to homogenous decision making. Conversely, asymmetric 

network structures would cause an unequal distribution of information, inducing decisional 

heterogeneity.  

The ideal methodological approach to answering the sub-question would have been to conduct a 

multinomial regression to test the statistical relationship between social network information search 

and the offshoring location decisions. However, it was constrained by the weak empirical 

foundation, making it impossible to reach any form of statistical significance. Instead, the 

relationships between the two variables were reviewed using descriptive statistics. A few deviations 

were observed, but no reliable conclusions could be drawn. 

Lastly, the third research question considered the extent to which the social networks were 

clustered around the DDVC. Because social relations thrive under conditions of geographical 

proximity, it was hypothesized that the social networks would be characterized by internal ties 

(i.e. the social networks contacts would be located in the DDVC). The answer to this sub-question 

has two implications for the decision making of the cluster. First, it determines the infusion of 

information into the cluster. Many external ties to many foreign clusters will cause large amounts 

of information to infuse into the DDVC, increasing the supply of transaction-specific information. 

In contrast, low number of external ties (i.e. a high degree of clustering) will reduce the infusion 

of information into the cluster. Such a situation is referred to as over-embeddedness (Bliemel and 

Maine 2009). Second, the external ties also influence whether the firms in the DDVC will make the 

same offshoring location decisions as other clusters. Scholars argue that, ideally, the network 

structure of a cluster should hold a combination of internal and external links (ibid.). In the context 
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of information search, this would facilitate the infusion and diffusion of transaction-specific 

information. 

The data collection somehow verified the hypothesis as the social networks were characterized by 

a negative EI-index, meaning that the majority of the network links were internal. At the same 

time, a number of external links were also recorded, particularly to countries in the EU. From a 

theoretical perspective, this should be perceived as a positive indicator for the firms’ decision 

making, since it increases the infusion of information. 

In sum, the weak empirical foundation makes it difficult to draw any certain conclusions about the 

decision making of the DDVC. In retrospect, due to the complexity and intangible nature of 

information search and network structures, I question the possibility of fully answering the research 

question empirically. Assuming that the data foundation was sufficient, it could have been found 

that social network information search induces homogenous decision making among the firms in 

the DDVC. Nevertheless, this only reflects the local network structures of the social networks in 

the DDVC, limiting the generalizability of the study. For example, the findings cannot be 

generalized to the English cluster, as the process of information diffusion is conditioned by the 

structures of that particular network. It could be that the social networks in England were highly 

asymmetric. Social network information search would then cause decisional heterogeneity. 

Consequently, I argue that the most elegant explanation as to how information search impacts 

transaction decision making comes in a theoretical form.  
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Chapter 7: Conclusion 

The purpose of this thesis has been to investigate the impact of social network information search 

on the offshoring location decisions of firms in the Danish digital visual cluster. Specifically, impact 

refers to the extent to which the firms will make the same decisions and the rationality of these 

decisions. I argue that the most comprehensive answer to the research question is found by 

considering the economics of information networks. 

From a fundamental economic perspective, it is assumed that information improves the rationality 

of firms’ decision making. In transaction situations, firms will, due to their profit maximizing 

nature, seek to rank the market, allowing them to choose the most optimal alternative given their 

preferences. The ability to rank the market is contingent upon information to identify and evaluate 

the various alternatives. Because information search is costly, firms face an economic problem 

having to decide on the amount of information to acquire. Adopting the approach of Stigler (1961), 

I argue that the behavior is governed by an equilibrium, an optimum level of information, formed 

by the demand and supply for transaction-specific information. When firms have similar demand 

and access to the same supply of transaction-specific information, they will acquire the same 

information and thus make the same transaction decisions. However, in reality, these conditions 

rarely hold. Real-life networks are asymmetric with some firms having superior access to 

information, a concept referred to as horizontal information asymmetry. Global and local horizontal 

information asymmetries influence the processes of information infusion and diffusion in clusters. 

The process of information infusion refers to the amount of information which enters the cluster. 

It is conditioned by the structures of the global network and the cluster’s global network centrality. 

Along with the information produced within the cluster, the level of information infusion impacts 

the rationality of the firms’ decisions. In addition, the process of information diffusion relates to 

the distribution of information within the cluster. If the local network structures are asymmetric, 

variations in information levels will lead to patterns of heterogenous transaction decisions. 

Conversely, a local network characterized by a symmetric structure will induce homogenous 

decision making among the participants. In sum, I argue that these economic principles are useful 

to understand how firms’ information search in particular networks impact their transaction 

decisions. 
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Considering the transaction scope, the offshoring location decision, it was found that the decision 

is based on the sourcing decision criterium. An activity ought to be offshored only if the expected 

return, also accounting for disintegration costs, exceeds the expected returns of the other sourcing 

modes. A similar approach applies when firms decide between several potential offshoring partners. 

To solve the sourcing decision criterium, firms will engage in information search to acquire 

information about the various parameters. Here, the beforementioned principles of information 

network economics find their relevance. The ability of firms to identify and evaluate potential 

offshoring partners is subject to the global and local information network structures in which they 

are embedded, affecting the available supply of transaction-specific information. In this context, 

the concept of horizontal information asymmetries is useful to explain an empirical phenomenon 

where offshoring location decisions are heterogenous between clusters and homogeneous within 

clusters. Ultimately, information network economics challenge the traditional offshoring 

frameworks, suggesting that their theoretical values are merely normative. A descriptive theoretical 

approach to offshoring needs to account for the asymmetries of real-life information networks to 

fully encompass the concept of decisional heterogeneity. 

Empirically, the thesis is occupied with the social network links that firms in the DDVC leverage 

to acquire information about potential offshoring partners. Reviewing literature on organization in 

digital visual industries, it was found that industry actors actively search for information in social 

networks to reduce the transaction costs of the project-based organizational model. Further, the 

firms commonly offshore standardized production activities in the middle of the value chain to 

reduce labor costs. This understanding led to the establishment of three hypotheses to examine the 

causal relationship between the firms’ information search in social networks and their offshoring 

location decisions. To investigate the hypotheses, a questionnaire was distributed to nearly 500 

Danish production firms within the industries of film, TV, advertising, and digital games. 

Regretfully, the response and completion rates were very poor, constraining the reliability of the 

findings. Indications were found that social network information sources are important for the 

identification and evaluation of potential offshoring partners, although they do not have monopoly 

of the firms’ information search. It appeared that the social networks are clustered around the 

DDVC, yet many external links to connections in the EU were also observed. Theoretically, the 

external links facilitate the infusion of information into the DDVC, improving the decisional 
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rationality of the firms. It was, given the data foundation, not possible to assess whether social 

network information search promotes decisional homogeneity within the cluster. Nevertheless, the 

answer to this question essentially depends on the structures of the social networks; homogeneity 

in transaction decisions is cultivated in symmetric network structures. This condition challenges 

the generalizability of the empirical findings. Although it could have been observed that social 

network information search produces homogenous offshoring location decisions among the firms in 

the DDVC, the findings can only be generalized to other clusters with the same local network 

structures. 

In sum, the most important contribution of this thesis is the presented theory on information 

network economics, opposing the law of one price. To the extent of my knowledge, no existing 

theories fully capture how transaction decisions are impacted by the structures of the information 

networks in which the firms are embedded. Acknowledging my own limitations, I hope that these 

thoughts can contribute to a more nuanced understanding of the complexities of market supply. 
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Note: the full data set is uploaded as a separate file. 

  



Appendix 1: The data underlying the use of social network 
information sources 
 
 

Table 1. Number of links to information sources in the identification phase 

Type of information source 
Very 

important Important 
Moderately 
important 

Slightly 
important 

Not 
important 

Past collaborations 4 6 1 3 0 

Employees within the firm 1 1 0 0 0 

Own research 7 6 2 1 0 

Personal contacts 5 3 0 0 1 

Professional contacts 9 9 1 0 0 

Consultancy 0 0 0 0 0 

Festivals, conferences, fairs, 
etc. 8 5 3 0 0 

Inquiries from firms 3 2 1 1 0 

Total 37 32 8 5 1 

N = 49. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Table 2. Number of links to information sources in the evaluation phase 

Type of information source 
Very 

important Important 
Moderately 
important 

Slightly 
important 

Not 
important 

Past collaborations 5 6 5 0 0 

Employees within the firm 1 0 0 0 0 

Own research 8 7 0 0 0 

Personal contacts 5 1 0 0 0 

Professional contacts 8 6 1 0 0 

Consultancy 0 0 0 1 0 

Festivals, conferences, fairs, 
etc. 5 3 0 2 0 

Inquiries from firms 1 1 1 0 0 

Meetings with firms 13 5 0 0 0 

Total 46 29 7 3 0 

N = 49. 

 
 
 
 
 
 
 
 
 
 
 
 
  



Appendix 2: Transcript of the questionnaire 
 
 

Part 1: Have they offshored? 

 

Q2.1 Have you within the past five year been involved in one or more productions where you 

collaborated with a foreign supplier or partner? This does not include general sale or distribution.  

- Possible answers: 

o Yes 

o No 

 

Part 2: Those who have offshored 

 

Q3.1 How many of such productions have you been part of within the past five years? 

- Possible answers: 

o One 

o Up to three 

o Up to five 

o More than five 

- If they have tried it once, they have to describe that project. If they have tried it more than 

once, they have to describe the two most important projects with different partners (they 

are asked all the following questions twice) 

 

Q4.2 Please name the project where you collaborated with a foreign company. 

- Open text question 

 

Q4.4. Please specify the location of the partner 

- Possible answers: 

o Scandinavia 

o EU 

o UK 



o USA 

o Canada 

o India 

o China/Hong Kong 

o Singapore 

o Philippines 

o Australia/New Zealand 

o Middle East 

o Other (write) 

 

Q4.6 Which of the following production areas did the project relate to? 

- Possible answers: 

o Film and TV 

o Advertising 

o Digital games 

o Other (write) 

 

Q4.9+10 Which of the following activities related to the project within film/tv/advertising/games 

were offshored to the foreign partner? 

- Possible answers: 

o Film/TV/advertising: 

§ Casting, location 

§ Management (coordination, economy) 

§ Creatives (scenography, costumes) 

§ Technique (photography, sound, lightening) 

§ Specials (stunts, dance/music, special effects) 

§ Programming 

§ Cutting 

§ Animation/CGI 

§ VFX 

§ Music 



§ Sound/foley 

§ Other (write) 

o Digital games: 

§ Design/concept art 

§ Engine 

§ Animation/CGI 

§ Matte/background 

§ Music 

§ Sound/foley 

§ Other (write) 

 

Q4.22 Which information sources did you use to identify the potential foreign partners? 

- Possible answers:  

o Employees within the firm 

o Own research 

o Personal contacts (friends and family) 

o Professional contacts (other companies) 

o Consultancy 

o Festivals, conferences, exhibitions and get-togethers 

o Inquiries from companies (e.g. as a response to an announcement) 

o Other (write) 

 

Q4.23 Please arrange the different information sources in accordance with their importance for the 

identification of potential foreign partners. 

- Likert scale 

o Very important 

o Important 

o Moderately important 

o Slightly important 

o Not important 

 



Q4.24+25 You have stated that one or more personal/professional contacts contributed to 

identifying potential foreign partners. Where was the most important contact located? 

- Conditional. If they tick personal or professional contacts in Q4.22 

- Possible answers: 

o Same city 

o Denmark 

o Scandinavia 

o EU 

o UK 

o USA 

o Canada 

o India 

o China/Hong Kong 

o Singapore 

o Philippines 

o Australia/New Zealand 

o Middle East 

o Other (write) 

 

Q4.30 Which information sources did you use to evaluate the identified foreign partners? 

- Possible answers: 

o Employees within the firm 

o Own research 

o Personal contacts (friends and family) 

o Professional contacts (other companies) 

o Consultancy 

o Festivals, conferences, exhibitions and get-togethers 

o Inquiries from companies (e.g. as a response to an announcement) 

o Meetings with firms 

o Other (write) 

 



Q4.31 Please arrange the different information sources in accordance with their importance for 

evaluating the potential foreign partners. 

- Answers are transferred from the previous question.  

- Likert scale: 

o Very important 

o Important 

o Moderately important 

o Slightly important 

o Not important 

 

Q4.32+33 You have stated that one or more personal/professional contacts contributed to 

evaluating the potential foreign partners. Where was the most important contact located? 

- Conditional. If they tick personal or professional contacts in Q4.30 

- Possible answers: 

o Same city 

o Denmark 

o Scandinavia 

o EU 

o UK 

o USA 

o Canada 

o India 

o China/Hong Kong 

o Singapore 

o Philippines 

o Australia/New Zealand 

o Middle East 

o Other (write) 

 

End of survey 


