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5. Conclusions and managerial implications

We have presented a novel perspective on outsourcing and
firm performance, arguing there is an inverted-U shape.
Although this is based on the age-old notion that ‘too much
of a good thing may be a bad thing’, or what is known as
diminishing returns in economics, it provides newness in
applying that principle to the study of outsourcing, and in
detailing the advantages and disadvantages of outsourcing that
help produce such a curve. It also helps us understand in a more
systematic way how it is that e-commerce produces higher
optimal, and actual, levels of outsourcing.

Based on our discussion, managers should rethink and
redesign their global outsourcing activities. Many managers
have a strong general sense for what constitutes a sound
outsourcing policy. They realize that outsourcing every activity
may lead to disasters, just as much as they recognize that not all
activities should be insourced. However, we suggest the above
can improve managerial decision-making in various respects.
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