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1. INTRODUCTION 

This thesis was written to serve as the final project for the author’s graduation from 

the 8th edition of the International Master of Industrial Management - taught at the 

Universidad Politécnica de Madrid, the Politecnico di Milano and the Kungliga 

Tekniska Högskolan in Stockholm - during the 4th and final semester from January to 

June 2013 in Madrid, Spain. As a research project, this thesis was hosted by Teleni-

um S.L. based in Calle Ortega y Gasset 21, 28006 Madrid and their CEO Carlos Al-

varez Pereira and coordinated by the Universidad Politécnica de Madrid, Escuela 

Técnica Superior de Ingenieros Industriales as an institution and Mrs Ana Maria Var-

gas Perez as a thesis advisor and tutor. 

Telenium had the demand for stratified knowledge in context of asserting new busi-

ness opportunities for their existing fields of services within the European Union with 

a special interest in the German IT market. Therefore, it was decided to carry out a 

strategic analysis comprised both of an outward market analysis and an inward anal-

ysis both aiming at creating profound knowledge of the Strengths, Weaknesses, Op-

portunities and Threats Telenium would face in the German market scenario with 

their current offers. 

Aside of the research questions addressed in this thesis, the author was responsible 

during his internship for creating a portfolio of potential customers in the German 

market (see Appendix 9.2). In this analysis, potential customers were assessed for 

their product range, head count, turnover and general perception. Furthermore, as a 

preparation for a visit to the CeBIT in Hannover, Germany in March 2013 an analysis 

of the products of 30 companies with more than 400 employees and their position in 

the business cycle was carried out to generate understanding the innovation and 

adaption tendency of perceived market leaders (see Appendix 9.3). Additionally, ma-

terial for customer contacts and marketing activities was derived from the analysis 

and results generated for this thesis. 
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2. METHODOLOGY 

2.1. RESEARCH PARADIGM SCIENTIFIC APPROACHES OF THE 

THESIS 

This thesis is a work of applied research, focused on analysing and then giving an 

informed assertion about an existing situation in the business world. Through apply-

ing research to a real world situational problem in cooperation with a company and 

using it qualifies as a case study research approach. An inductive attitude - arguing 

from a particular situation to induce generally applicable knowledge – will prevail to 

break down observations gained from the case. Deduction – the top-down logical 

method of reasoning from general knowledge to arrive at a logically sound conclusion 

for a specific situation - will be applied to categorize, structure and understand the 

peculiarities of the case study through the use of the prevailing theories, models and 

knowledge in business science. 

 

FIGURE 2-1 DEDUCTIVE VS. INDUCTIVE LOGIC. 

Therefore this case study analysis is deemed to be a work of applied business re-

search. 
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2.1.1. QUALITATIVE AND QUANTITATIVE APPROACH 

Qualitative research aims to generate deeper understanding of human behaviour and 

the reasons driving it. Central questions of investigation are the why and how of deci-

sion making, going beyond the quantitative questions of what, where and when. 

Conventionally, qualitative research is hence only creating situative information and 

knowledge for the subjective situation or case studied, while conclusions on general 

objective facts and mechanisms are only given as informed assertions or proposi-

tions. Formed once as an opposition of positivism, an earlier philosophy of science 

that only accepts information and knowledge that was acquired through logical rea-

soning and mathematical investigation is worthy of being recognized as true 

knowledge, Interpretivism has nowadays found a strong base especially in the social 

sciences (Bohnsack 2008). 

 

FIGURE 2-2 THE MULTIPLE MENTAL PROCESSES IN RESEARCH ON INDUSTRIAL MARKETING-

BUYING THINKING (WOODSIDE 2010, 4). 
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Quantitative methods, and analyses - more characteristic of a positivist research ap-

proach - are used to generate the empirical objective backing necessary to support 

and stratify the qualitative research hypotheses of this paper. Through measuring, 

calculating and mathematically forecasting empirically perceptible information the aim 

is to abstract generally applicable knowledge from smaller samples. Therefore, quan-

titative methodologies were used to analyse and forecast primary data and draw 

more general conclusions to derive and stratify objective statements from the case 

studied (Diekmann 2007). 

Interpretivism as both the epistemological and ontological approach of this thesis is a 

form of qualitative and research methodology which is opposed to the statement of 

positivism, which deems the world as objective and completely verifiable through 

empiric research. In contrast, Interpretivism assumes that the world is a social con-

struct and that the researcher is by default involved with the researched objective 

and hence has to use qualitative methods in order to create a level of interpretive 

understanding. Interpretivism as a form of qualitative research is the approach that 

society and economy as a part of society can be only understood through interpreta-

tion, which is subjective and situational. Therefore, it offers greater flexibility and less 

rigidity in the scientific approach of analysing and interpreting a case study (Martin, et 

al. 2006, 20-22). 

This thesis follows the methodology of interpretivism, while the qualitative approach 

is complimented and stratified with quantitative and empirical analyses and studies. 
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2.1.2. CASE STUDY RESEARCH METHODOLOGY 

„If we are concerned about the imprecision of case studies as research 

data, we can console ourselves by noting that a man named Darwin was 

able to write about a study of the Galapagos Islands and a few other 

cases. To the best of my recollection, there are not statistics in Darwin’s 

book.“ (Simon 1991, 128). 

Case study research is an inquiry method that investigates real-life situations or ac-

tualities with both quantitative and qualitative approaches. Case Studies as a re-

search strategy can be generally defined as the analyses of persons, events, deci-

sions, periods, project, policies, institutions, or other systems that are studied using 

one ore more methodologies, approaches or frameworks. The case is further defined 

as the subject of inquiry and serves as a base case or instance of an phenomenon or 

fact that provides the analytical frame – or objective – that the case study research is 

conducted within and that it deems to explain or generalize (Thomas 2011). 

Case study research is among the most widely used approaches for applied busi-

ness research. Deep understanding of the actors, interactions, sentiments and be-

haviours within the case through the case study researcher is commonly seen as the 

principal objective. The deep understanding is comprised of knowledge of sense-

making processes and systems thinking, policy mapping or systems dynamics mod-

elling. The latter part is named meta-sensemaking by Woodside (2010, 6) and is 

concerned with understanding the „linkages and underlying (or, influence) paths 

among concept variables identified in a case“ and is an requirement of achieving said 

deep understanding. 

Figure 2-2 exemplifies the perspective of the researcher in an applied business case 

study research further encouraging an interpretivist and qualitative methodology ap-

proach for this case study. While only the level one process is evident to the re-

searcher, all other processes are by default hidden from him while all the same pro-

cesses happen for the researcher through observing and interpreting the subjects 

within the case. The internal processes that happen below the visual level have to be 

considered by the researcher (Woodside 2010, 4-5). 



 

 6 

Several important core principles defined by Arch Woodside - for improving the quali-

ty of case study research to minimize some of the inherent drawbacks of case study 

research - were adhered to while writing this paper (Woodside 2010, 398-408): 

Configural Effects not Net Effects: 

Rather than viewing results of a case study research as outcome of the combination 

of independent variables and interaction terms they should be seen as the results of 

causal recipes and be received by using qualitative comparative analysis. 

Unconscious not Conscious: 

Through the interpretivist perspective of an involved researcher, there is imminent 

danger of losing objective accuracy through incurring over-confidence bias. This oc-

curs when subjective confidence is higher than the objective accuracy. Through that, 

conscious-rooted data input via subjective personal information or surveys with a too 

small basic population have to be amended by unconscious thinking and more empir-

ically sound data in order to achieve the highest possible quality and accuracy of da-

ta and knowledge. 

Context not Context-Free: 

Through the concept of bounded reality – which implies that real-world environments 

are too complex for a single actor to fully comprehend them due to the computational 

limitations of the mind – Woodside (2010, 401) explains that data from multiple 

sources, informants and contexts helps greatly to stratify the findings and the contin-

gencies of context in a case study. 

The categorization offered through using the framework depicted in Fig. 2-3 renders 

the research in this paper as participant observation. Both an interpretivist explanato-

ry and a descriptive approach are the basis of this paper and will try to deliver deep 

understanding of the processes and events that occur in context of this specific case. 

As a widely used method of qualitative research, direct observation, informal inter-

views and analysis of documentation produced within the researched case will be 

used to gain insights and draw conclusions. 
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FIGURE 2-3 CLASSIFYING CASE STUDY RESEARCH BY RESEARCH OBJECTIVES (WOODSIDE 

2010, 12). 

2.1.3. RESEARCH QUESTIONS ADRESSED 

Concluding from the approach and methodology, this thesis will be a case study, in 

which interpretivist research will be applied through participant observation on a 

business case study, the research questions will be qualitative but the answers will 

also dwell from an empirical backing. Five main research questions are proposed: 

1. What are the opportunities and threats for Telenium’s case in the German ICT 

market and how big is the market potential for agile Software Development out-

sourcing? 

This question will focus on counter-intuitive insights that are potentially hidden 

from a superficial and more general overview of the market and will aim at work-

ing out the specificities of the German ICT outsourcing market and its potentials. 

The main sources of information will be quantitative, but the results will be a quali-

tative profile of the German ICT market in the light of Telenium’s case specificity. 
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2. What are the potential strengths and weaknesses that Telenium has in this situa-

tion? 

This question will examine the specificities of the case in the light of prior compa-

ny experience as well as in regard to market perceptions. The analysis will mostly 

be qualitative and rely on company documentation, informal interviews and partic-

ipant observations of the researcher. 

 

3. How do the strengths, weaknesses, opportunities and threats interact with each 

other? 

This research proposal will aim at delivering an interpretivist framework on how 

the internal resources of Telenium are likely to interact with the external market 

conditions. The results of the first two research questions will be combined to 

show dependencies and interconnections to deepen the understanding of the 

case further. 

 

4.  What are the strategic marketing implications to leverage strengths and opportu-

nities and hedge from threats and weaknesses? 

Through recommending solutions and strategic approaches for the situational fac-

tor combinations and interdependencies, this research aims at delivering both 

pragmatic results for the company as well as deriving informed general assertions 

and recommendations for further research. 

 

5. What general assertions can be made for the macroenvironment and SMEs? 

Although a case study always describes a certain and very specific situation, of-

ten informed assertions for more generally applicable knowledge and truths can 

be drawn. This research will try to give generally applicable insights about the 

macroenvironment and the internationalization of SMEs in the IT sector. 

The aim of research is to deliver a strategic profile both of the German ICT market as 

of 2013 and of Telenium’s unique features in this context and hence offer useful re-

sults to Telenium and an applied business research thesis to the IMIM consortium. 
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3. LITERATURE REVIEW 

3.1. ECONOMIC & STRATEGIC FOUNDATION OF INTERNATIONALI-

ZATION 

Internationalization as a strategic process as well as a research field has been con-

troversial since its very roots in the beginning of global trade. Wide arrays of theories 

and models have delivered multiple approaches in defining its crucial elements and 

mechanisms. This section aims to explain the root causes and key implications of a 

select core of these theories in order to understand the economic and strategic foun-

dations of internationalization today. 

3.1.1. COMPARATIVE ADVANTAGES 

Being one of the first and thus rudimentary theories, the comparative advantage the-

orem offers first insights into the macroeconomical dimension of internationalization 

(Ricardo 1821). By recognizing that not all countries have similar grades of efficiency 

producing certain goods and different factor endowments, Ricardo deducted that 

some will have an advantage for producing certain products over other countries.  

Due to this difference in their Production Possibility Curves, two countries will benefit 

from trading with each other, as long as they have differing relative efficiencies. The-

se relative efficiencies are the costs of producing one product instead of another ex-

pressed in units of the first product. These so-called relative factor price differences 

also make trade attractive between an absolutely more efficient country and an abso-

lutely less efficient producing country, as long as there are relative factor price differ-

ences.  

A basic example explains this gist of Ricardian Economics:  

Two countries C and D, both producing similar products A and B of the same quality. 

Country C is indifferent in producing 9 units of Product A or 6 units of Product B. 

Country D has a ratio of 5 to 8. Expressed as opportunity costs, Product A costs 2/3 

of manufacturing efforts of Product B in country C. In country D, Product A is 8/5 

times more expensive to manufacture than Product B. Therefore, C has a compara-

tive advantage in producing product A, while B has an advantage for D.  
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According to Ricardo, they hence would benefit from trade. Furthermore, this theo-

rem can be used to explain specialization of countries on products with a compara-

tive advantage, although leaving out potential efficiency gains through economies of 

scale.  

In this example, if both countries focussed their resources on producing their advan-

tageous product and trade for the missing product with each other, they would both 

be wealthier than in autarky, since the overall production would be more efficient. 

 

FIGURE 3-1 RICARDIAN COMPARATIVE ADVANTAGE. 

3.1.2. EXPORTING AS THE BASIC INSTRUMENT OF INTERNATIONALI-

ZATION 

The Ricardian model can thus serve as a basic explanation for internationalization, 

especially in the form of international trade. By definition, international trade is the 

exchange of goods, capital and services between countries. The differentiation be-

tween domestic and international trade is the lower mobility of production factors (la-

bour and capital) across borders and thus specific factor endowments in different 

countries.  
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As demonstrated with the Ricardian example above, these comparative advantages 

serve as one of the most basic factors that drive trade in the form of one country im-

porting goods from another rather than importing production factors. Furthermore, the 

Hecksher-Ohlin (1933) model enlarges the Ricardian theory in such a way that any 

economy will have a relative abundance of one of the two basic production factors 

labour and capital  (Gabler Wirtschaftslexikon: Außenhandelstheorie).  

From this, Hecksher and Ohlin deduct, that any country would specialize in producing 

such goods that consume its abundant factor in specific. As a result, their theorem 

concludes that trade – as in importing and exporting of goods and services - serves 

as the instrument of global factor price equalization. 

3.1.3. FROM COMPARATIVE TO SUSTAINABLE COMPETITIVE AD-

VANTAGE 

The theory of comparative advantage has some great weaknesses as an explanation 

for the drivers of internationalization. Transport costs, tariffs and exchange rates be-

tween countries D and C are not accounted for, furthermore dynamic elements such 

as production capital as a crucial factor of trade is left out in this static theory. Gain-

ing production capital rather than financial capital is the driver for agents in the mar-

ket to accumulate greater profit-making capacity. Aiming for gains in productivity 

through investment in innovation and expansion is accordingly is defined as making 

use of economies of scale (Perez 2002).  

Additionally, a Ricardian specialization can lead to countries being locked in into low 

wage economic scenarios due to the terms of trade created. So, they may never 

catch up in their potentially absolute comparative disadvantage.  

Michael Porter addressed some of these limitations in his theory of Competitive Ad-

vantage (Porter 1985). A Competitive Advantageous company uses the benefits of 

scale economics to generate goods and services that find a premium price on the 

market. Based on his assumption that cheap labour costs and natural resources are 

not precursors or warrantors for economic wealth of a country, Porter formulates the 

concept that sustainable competitive advantage is the key driver of economic wealth 

or: The fundamental basis of above-average performance in the long run is sustaina-

ble competitive advantage.  
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Thus, the gain of such sustainable advantages over competitors should accordingly 

be a major strategic aim for companies and the economic policies of nations.  

Competitive advantage thus can only be achieved through the right competitive strat-

egy, which is determined by two dynamic axioms: The first is the attractiveness of an 

industry for long-term profitability, since it will pre-define the potential for profitability 

of a company. The second axiom of a sustainable competitive strategy is the relative 

competitive position of the company within its industrial sector. 

Furthermore, Porter states that there are only two root causes for competitive ad-

vantage: Low cost or differentiation, which are described as ultimate outcomes of 

how relatively well a company understands its five forces (Porter 1979). Hence the 

individual allocation of the five forces in a company’s home market can be seen as 

the core driver for the need for internationalization in the struggle of the company to 

achieve sustainable competitive advantages.  

 

FIGURE 3-2 PORTERS FIVE FORCES MODEL. SOURCE: PORTER (1979). 
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A company’s grasp of understanding industry attractiveness as well as its own com-

petitive position can thus - according to Porter - be both the cause for a need of in-

ternationalization as well as the strategic outcome of understanding these factors.  

3.1.4. RESOURCE-BASED VIEW & THE VRIO APPROACH 

This strong statement for the resource-based view (RBV) on internationalization em-

phasizes that - in contrast to the classical perspective of international economics 

such as the Ricardian – SCAs are gained from the resources a firm can bundle and 

control (Wernerfelt 1984). However, advantages should only be regarded as sustain-

able if they fulfil the VRIO criteria (Barney & Hesterley 2010) (Hill & Jones 1998): 

• Value: The value of a given resource or capability of a firm can be two-fold, ei-

ther enabling the exploitation of market opportunities or shield the organization 

from threats. As the generic building blocks of competition are quality, innova-

tion, responsiveness and efficiency, any resource or capability adding to these 

features can be regarded valuable. 

• Rarity: A resource or capacity of a company can be described as rare, if none 

or only a very few of a given set of competitors possess or potentially have 

access to it. If a resource is valuable, but not rare, the competition dynamics 

will prevent the gain of sustainable competitive advantage by a firm.  

• In-imitability: Resources that are rare and valuable can be a source of CA of 

a firm over its competition. However, competition will analyse and try to dupli-

cate these resources in order to gain competitive parity. Hence, the CA can 

only then become an SCA if this resource is cost-intensive or impossible to 

obtain for the competitors in a given timeframe. In general, intangible re-

sources of a company, such as brands, culture, reputation or public image are 

considered hard or impossible to copy, hence rendering them in-imitable. 

• Organization: Only if the organization of a company is structured in a way 

that allows the exploitation of a resource or capability deemed valuable, rare 

and in-imitable, an SCA is generated. According to Barney & Hesterley, the 

three big complementary factors of organizational ability to exploit SCAs are 

the formal reporting structure, the management control systems as well as 

compensation policies.  
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Complementary in this case means, that these capacities alone not provide 

much value, but act as factor multipliers and enablers of the firm’s other capa-

bilities and resources. 

The VRIO analysis in the RBV of a firm can thus be considered a key to understand-

ing internationalization in the sense that certain given resource combinations found in 

the original environment of the firm might lead to SCAs in other environments and 

result in the emergence of an internationalization strategy. Another outcome of the 

VRIO analysis might be the strategic realization that in order to further compete on 

the market, internationalization might be required to achieve competitive parity. 

 

FIGURE 3-3 RESOURCE-BASED VIEW: THE HIERARCHY OF RESOURCES (CHAHARBAGHI UND 

LYNCH 1999) 

According to Chaharbaghi and Lynch, resources can be further ranked into break-

through, core, base and peripheral resources. Peripheral resources are mostly pur-

chased from suppliers and cannot become a source of sustained advantage (Barney 

1986). Breakthrough resources are extremely rare: Exeptional innovative ability can 

become a breaktrough resource for instance (Lynch 2006, 220). 
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3.1.5. MARKET IMPERFECTIONS & SPECIFIC ADVANTAGES 

Apart from the internal view on strengths through firm-owned capabilities, the theory 

of market imperfections by Hymer (1970) delivers a different perspective on motiva-

tions for internationalization. Market imperfections are (external) factors that inhibit 

markets to work perfectly. These imperfections can both be a threat as well as an 

opportunity. Hymer states that firms constantly seek the market opportunities and 

that decisions to enter and invest into an overseas market can be explained by the 

market imperfections that derive from differences in products, services and produc-

tion factors (labour and capital). This clean turn-around from the paradigm of perfect 

competition towards imperfect competition was further defined and researched by 

Porter (1985) in his Industrial Organizations Theory. Through analysing, understand-

ing and leveraging these location-bound advantages as well as the potential risks, 

companies can find strong chances and reasons for internationalization. 

Sustainable Competitive Advantages in internationalization should further be divided 

into Country-specific advantages (CSA) and Firm-specific advantages (FSA), which 

will help understanding which resources and capabilities of a firm are location bound 

and which are not.  

According to Rugman & Verbeke (1992), these CSAs do not only address classical 

economic factors such as availability of production factors or the local demand condi-

tions. CSAs also include favourable social and institutional conditions and knowledge 

development conditions that are deemed to be favourable for either outward interna-

tional expansion coming from the specific region or inward attraction of foreign firms. 

FSAs can be further differentiated between non-location bound and location bound 

ones. Non-location-bound FSAs can be globally beneficial for a company and result 

in benefits through economies of scale or scope or the exploitation of regional market 

differences. Location-bound FSAs are advantages that stem from using resources or 

assets tied to a particular foreign location and that a company can effectively com-

bine with its own resources and capabilities (Rugman and Verbeke 1992).  

The concept of contrasting CSAs with FSAs was first synthesized by Rugman (1981) 

in his Firm and Country Matrix: 
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FIGURE 3-4 FIRM AND COUNTRY MATRIX. SOURCE: RUGMAN (1981) 

In this framework, the horizontal axis depicts the relevance of FSAs from weak, not 

relevant to strong in comparison to the competition. The vertical axis describes coun-

try factors or CSAs, stating the strengths of particular locations in reference to others. 

Further discussion is that there are distinct differences of perspective for each of the 

cells in the matrix (Rugman and Verbeke 2008): 

• Cell 1 depicts the common perspective of international economics. Strong 

FSAs are viewed as largely irrelevant; CSAs reflect factor costs (labour or 

capital) as well as the state of protectionist government policies such as tariffs 

and discriminatory regulations in favour of home country firms. 

• Cell 4 with only weak/largely irrelevant CSA influences and strong FSAs is a 

clear-cut example for a resource-based view situation. Examples stated are 

proprietary technological knowledge, brand-name advantages as well as all 

capabilities, which are independent of the country axis. 

• In Cell 3 both the FSA and the CSA matter and interact in functions and factor 

recombinations described by theories of international business strategy. Rug-

man & Verbeke (2008) state that firms with strong FSAs select locations for 

exploiting or developing further their FSAs as a function of CSA strengths. 
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3.1.6. FOREIGN DIRECT INVESTMENT & INTERNALIZATION 

In light of the market imperfections theory, as well as Porter’s and Rugman’s ap-

proaches, another form of internationalization in form of Foreign Direct Investment 

(FDI) has to be discussed. Rather than merely exporting into foreign markets while 

being still homebound in means of production and organization, companies will try to 

use their non-location-bound FSAs abroad. Through exporting capital as one of their 

productive factors, companies enter the foreign market by founding subsidiaries, buy-

ing production capacities or other companies or through buying shares of a company 

in such a way that they exercise defining control over this company. Thus, an FDI 

has to be distinct/distinguished from portfolio investments, whose purpose are solely 

financial gains. 

The concept of Internalization as a driver for FDI and thus Internationalization was 

first popularized by Buckley and Casson (1976). The basis of their theory is that in 

case of an international company, there are always intermediaries and hence inter-

mediate markets that link the company and their customers. They then conclude that 

if the international company is able to extend their direct operations into their inter-

mediate markets by gaining ownership over these intermediaries, the company will 

gain a sustainable cost advantage. This concept of the benefits of an internal market 

and the drive to create it is called internalization. Buckley and Casson’s theory can 

hence serve as an explanation of the drive as to why companies evolve from export-

ing to a market to entering into a market with FDI. 

3.1.7. A HYBRID MODEL OF INTERNATIONALIZATION 

As demonstrated above, trade and internationalization are far less macro-economic 

phenomena but rather results of companies struggling to gain advantages over each 

other using their dynamic country-specific context in international competition. This 

outward movement of a firm’s operations (Turnbull 1985) can be seen in its different 

steps as a growth process, starting with the first stage in form of exporting as it was 

shown to be the basic instrument of internationalization. The following graphic shows 

the different stages of this process: 
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FIGURE 3-5 PROCESS MODEL OF INTERNATIONALIZATION. SOURCE: TURNBULL (1985). 

The concept that internationalization is a subsequent, evolutionary development 

growing with increased market knowledge was first emphasized by Johanson and 

Wiedersheim-Paul (1975) and later by Johanson and Vahlne (1977) in what became 

known as the Uppsala internationalization model (Vahlne and Wiedersheim-Paul 

1973). In this process approach based widely on behavioural theories rather than the 

aforementioned economic perspectives, gained experience in foreign markets leads 

to a smaller psychological distance to the foreign market and thus a higher level of 

internationalization. Learning through experience in this model lowers the uncertainty 

on the risks of commitment and involvement required in foreign markets. In converse, 

the lack of knowledge on external markets and operations is deemed to be the main 

obstacle for internationalization. The psychological factors are formed through differ-

ences in language, culture, political systems and other factors influencing or disturb-

ing the information flow between the company and the market.  
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The Uppsala model basically implies that an internationalization process – once 

started – will continue to grow along linear lines independent of future strategic deci-

sions in the company (Moen, Gavlen and Endresen 2004, 1238) and grow linear with 

the progression of internationalization knowledge. 

3.1.8. INTERNATIONALIZATION OF SMALL-MEDIUM ENTERPRISES 

The Uppsala model is the classic way of describing company-internal drivers towards 

internationalization. However, the process of internationalization has proven to be not 

so linear and partly following different drivers for SMEs. Buckley and Gaury (1999) 

pointed to the non-linearity of internationalization for SMEs that contrasts the Uppsa-

la model, stating that internationalization instead happens mainly because of and 

through the network of contacts, customers and even competitors of a company, 

since smaller companies often struggle to generate activities in foreign markets in the 

same ways that big companies do. Larger corporations can take nominally bigger 

risks and take lower profit margins over a longer period of time without running into 

existential risks. Every company is somehow involved in a limited group of relation-

ship with clients, suppliers and competitors. The analysis of the state of the network 

in the light of the degree of internationalization – see Fig. 3-6 - can help entrepre-

neurs in SMEs to identify international opportunities, establish credibility with their 

partners and spot chances for cooperative strategies (McDougall and Oviatt 2003). 

The network model distinguishes between four states of the company and the net-

work, all being the combinations of low or high degree of internationalization of either 

the company or its network. Within this model, the firm’s internationalization capacity 

is determined by coordinating its own capacities to generate cooperation within this 

pre-set network and the capability to form new networks (Hollensen 2007). There-

fore, the internationalization analysis through the network model forms a bridge be-

tween the internationalization strategy of the company and the internationalization 

degree of the business network the company is allocated within (Amal and Freitag 

Filho 2009, 611). 
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Amal and Filho (2009) discuss in a multi-case study the importance of the network 

relationships of SMEs in the context of internationalization and find that - different 

from bigger corporations - entrepreneurial risk taking strategies and the ability to co-

operate and learn through network relationships are the core drivers for successful 

internationalization for SMEs. 

Network 
 
Company 

Low Degree of Internation-
alization 

High Degree of Interna-
tionalization 

Low Degree of Internation-
alization 

Early Starter Late Starter 

High Degree of Interna-
tionalization 

Lonely International Firm International among others 

FIGURE 3-6 NETWORK MODEL OF INTERNATIONALIZATION (HOLLENSEN 2007) 

3.1.9. INTERNATIONALIZATION OF SMALL SOFTWARE COMPANIES 

Internationalization in small software producing companies differs from the ap-

proaches in other sectors because the product is so inherently different. Other than in 

the distribution of physical goods, factors like stocking, physical transport logistics 

and inventory are not an important part of internationalization efforts. Furthermore, 

most software producing SMEs are to be found to operate in narrow niche markets 

(Moen 2000).  

Furthermore, Moen et al. (2004) define two key leverages for the internationalization 

of software producing SMEs. The virtual value chain and the rapid transport and ex-

change of data through the Internet render costs for physical distribution of their 

goods to almost zero (Moen, Gavlen and Endresen 2004, 1245). Therefore, the In-

ternet and modern technology is both an accelerator and facilitator for the interna-

tionalization of SMEs. A basic study of the impact of the internet on the barriers of 

internationalization of SMEs concluded with the definition of four hurdles and how the 

internet assists in overcoming them (Hamil and Gregory 1997): The aforementioned 

psychological distance can be diminished by the internet through access to global 

information sources for both parties. Further, the Internet – as mentioned above – 

decreases the operational hurdles to overcome for internationalization.  
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Documentation, communication, payments are easier, quicker and more transparent 

for both sides through the use of the Internet. The third part of Hamil and Gregory’s 

study are the organizational barriers, which are lowered through the spread of the 

Internet. International knowledge, easier market research, better access to the over-

all market and the reduced dependence on traditional intermediaries - see Fig. 3-5 - 

bring about a closing of the organizational gap for SME at a far lower cost than ever 

before. Through the simplification of customer feedback, an easier access to market 

data and hence a better selection of markets and hence the potential for adopting a 

global niche strategy, the product/market barriers are lowered for software-producing 

SMEs through the rise of the Internet. 

The second key leverage for the internationalization of software-producing SMEs is 

their aforementioned industrial network. Through domestic cooperation with multina-

tional corporations, the process of internationalization is likely to deviate from the 

more linear path drawn in the Uppsala model. Bell (1995) suggested, that through the 

defining element of customer relations on the internationalization efforts of software-

producing SMEs these companies do not necessarily step first into physically closer 

markets as the Uppsala model would suggest, but rather follow their clients into new 

markets or catch up with their clients in their already existent international subsidiar-

ies. 

The psychic distance between markets is lowered through advancements in commu-

nication, however it is arguable that advancements in technology and communication 

do not happen homogenously, which in result might create a new market barrier. 

Hence the status and relationship of technology with the considered new market has 

to be rigorously understood by the company as the relationship between technology 

and market is deemed complex and difficult to understand (Moen, Gavlen and 

Endresen 2004, 1246). 

Moen et al. (2004) further discuss, that usual classifications in internationalization for 

physical goods companies such as agent, distributor, licensee and foreign subsidiary 

lose their clear distinguishability for software service companies. A result of their 

case studies was that many SMEs use partners, for whom the company’s products 

constitute a part or multiple parts of bigger packages sold in the international mar-

kets.  
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Additionally, they mention that in some cases software companies only use the core 

parts of the home market company to develop their unique solutions out of these 

core components. 

3.2. STRATEGIC MARKETING INTRODUCTION 

The foundation of marketing is the consequent orientation of a company according to 

the needs and wants of the market. Hence, marketing can be characterized as a stra-

tegic or even philosophical position of the management of a company. Furthermore, 

marketing is a strategic task for every company, with the goal of understanding the 

market as well as recognizing changes in the market and the demand in order to sus-

tain or create competitive advantages (Gabler Wirtschaftslexikon: Marketing). 

Thus, marketing has to combine the inputs gained from the external and internal stra-

tegic audit. Internal strategic audit can be performed, as shown, by a resource-based 

view, in this case study research through a VRIO analysis of the SCAs. The outcome 

should be a complete understanding of the drivers and assets as well as potential 

problems of Telenium coming from within the organization.  

3.2.1. EXTERNAL STRATEGIC AUDIT & PEST ANALYSIS 

The external strategic audit, according to Kotler (2005), should deliver understanding 

of the macroenvironment and the task environment of the company.  A macroenvi-

ronmental analysis is essential to understand the external trends and influences in a 

given environment and hence has to be considered an important stepping stone for 

the understanding of the needs and wants of the market.  

The major external factors are characterized by usually being beyond the company’s 

control; while some pose potential threats and some pose potential opportunities. 

Many of these factors are country-specific and should hence be divided from compa-

ny-specific advantages. These factors are virtually endless; hence the organization 

must focus on the analysis of the most important and influencial aspects of each ar-

ea. A macroenvironmental analysis as proposed by Ginter & Duncan (1990) should 

offer a comprehensible framework to structure information. The analysis should be 

comprised of scanning the environment for warning signs and possible changes that 

effect the business, monitoring trends and patterns, forecasting future developments 
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and assessing current and future trends for which effects they might have on the 

business strategy.  

„A higher environmental awareness enhances strategic planning by; en-

riching industry and market analysis; increasing the understanding of mul-

tinational settings; improving diversification and resource allocation deci-

sions as well as facilitating energy planning and risk management“. (Ginter 

and Duncan 1990, 92) 

This case study mainly aims to enrich the market analysis and to create the neces-

sary understanding of multinational settings in the German IT market. Furthermore, 

as „macroenvironmental analysis provides time to anticipate opportunities and care-

fully develop responses to change“ (Ginter and Duncan 1990), it should form a key 

part of the strategic marketing planning process. 

Sources of information have to be divided by those internal to the company and the 

external resources found outside. Ginter and Duncan describe the internal sources - 

although often judgemental, biased and non-neutral – yield data, experience and 

knowledge that can provide rich and valuable industrial, technological and political 

information that may not be available elsewhere.  Hence it has to be a key factor for 

the quality outcomes of the analysis to divorce the findings from the personal beliefs 

of the managers gained through internal interviews in order to deliver a reliable and 

objective output to the strategic process. 

Outside sources of information about the macroenvironment in a given market are 

numerous; they can come in form of forecasts, technical information or publications 

of governmental agencies, or information from customers, suppliers or other busi-

ness contacts in the relevant area. Ginter and Duncan describe, that outside infor-

mation is usually characterized by being far broader, more general and possibly non-

specific and that the essential task is to use the gained information to stratify the less 

objective analysis of internal sources. 

To fully appreciate the macroeconomic dimension of strategic marketing, the method 

of PEST analysis was chosen in this project, both to structure the results and ap-

proach in a practical manner as well as for practicing a proven tool of strategic plan-

ning. 
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The PEST factors in general are: 

Political Factors: The likelihood and degree of governmental intervention into the 

market should be rated. Branch-related laws, taxation policy and regulation of the 

labour market should find recognition. Political stability, exchange rates and trade 

zones are other factors of consideration. 

Economic Factors: Development and forecast for important economic indicators, 

such as unemployment, interest rates, availability of resources and structures of the 

economic segment should be analysed. 

Social Factors: Socio-cultural specialities such as population, level of education, 

income levels and consumer behaviour should find recognition. 

Technological Factors: The level of technology in economy in general and specifi-

cally in the branch in question, R&D spending levels and product life cycle considera-

tions are considered. 

In general terms, the PEST analysis can be used on fields of business, segments or 

whole nations and should deliver the drivers, opportunities and threats of the macro-

environment. Furthermore, a differentiation between the status quo and possible fu-

ture developments should be incorporated. The purpose of the analysis according to 

Ginter and Duncan hence is not the accurate prediction of the future, but an aid to 

identify issues in the order of how they are most likely to impact the company. 

To determine the extent of scanning, monitoring, forecasting and assessing of is-

sues, management experience and judgement is crucial, with a reliance on trial and 

error. The proposed outcome of the PEST analysis in this paper should since be the 

strategic profile of the imperfections of the German market. In addition, the results 

serve as the base point for a further strategic assessment of the external surround-

ings and internal drivers of the company in form of a SWOT analysis. The following 

graphic shows a depiction of the structure of a PEST analysis: 
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FIGURE 3-7 PEST ANALYSIS OUTLINE. 

3.2.2. SWOT ANALYSIS AND TOWS MATRIX 

Following the framework for strategic marketing as proposed by Kotler (2005), the 

results of the successful internal and external strategic audit - the SCA analysis using 

the VRIO framework for a resource-based view and the PEST analysis as a tool for a 

macroenvironmental analysis – will deliver a viable base for a SWOT analysis. The 

SWOT – „a distillation of the findings of the internal and external audits which draws 

attention to the critical organisational strengths and weaknesses and the opportuni-

ties and threats facing the company“ (Kotler 2005, 58) – will serve as a proven and 

viable tool to help formulating the final marketing strategy in a systematic way as well 

as closely interlinking the resource-based and the macroenvironmental view for a 

wholesome appreciation of all strategically important factors. Heinz Weihrich (1982) 

with his publication „The TOWS Matrix – A tool for situational analysis” has proposed 

a very useful way of structuring the strategic outputs of a SWOT analysis. The follow-

ing TOWS strategic matrix is derived from his paper: 
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 Strengths Weaknesses 

Opportunities Strengths/Opportunities: 

Develop 

Weaknesses/Opportunities: 

Hedge 

Threats Strengths/Threats: Catch 

Up 

Weaknesses/Threats: 

Avoid 

FIGURE 3-8 TOWS STRATEGIC MATRIX (WEIHRICH 1982). 

Correct alignment of inputs in the TOWS matrix will give an outlook on what the stra-

tegic outcome of each field in the matrix should be. Internal strengths that align with 

external opportunities should be developed, as strengths in threatened areas should 

be caught up. Additionally, the SWOT will unveil the needed hedging for internal 

weakness that is necessary to properly use the strengths of the company. Finally, it 

will clearly state the so-called „double risks“, where internal weaknesses align with 

external risks, which should be clearly avoided by the company (Gabler 

Wirtschaftslexikon: SWOT-Analyse). 

The first aim of the SWOT analysis is to deliver chances and strengths – both con-

sidering the weaknesses and risks – that are capable of development as possibilities 

for strategic targeting. The second aim is to relate external and internal factors to 

achieve a conjoint strategy 

3.2.3. THE MARKETING MIX 

The 4-P approach for the Marketing Mix as a framework for strategic alignment was 

first proposed by McCarthy (1960) and is publicized in most strategic marketing pub-

lications (Kotler 2005). It consists of the following strategic areas of action for market-

ing: 

Product: A bundle of goods and services that is suitable to be offered to the market 

for attention, acquisition, use or consumption by other companies (B2B) or end-

consumers (B2C). A product must satisfy a need or want that is present in the mar-

ket, otherwise there will be no demand on its own. Products can be tangible or intan-

gible, consumer goods for instance are an example of the former, and service offers 

one for the latter.  
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The chosen product strategy should hence determine what mix of offers of Telenium 

is appropriate and suitable for the German market and draw out targets and recom-

mendations for improving towards achieving a superior offer. 

Price: Price is the amount of money or values that customers have to exchange with 

the company for obtaining the product. The determination of the price in the market is 

referred to as pricing and includes manufacturing costs, pricing of competitors, quali-

ty of the product and the market place. Of all elements of the 4-P framework, pricing 

generates profits while the others are generally generating costs. The pricing strategy 

should accordingly examine the price of Telenium’s offers in the light of market reality 

in Germany and deliver a feasible and competitive pricing structure. 

Promotion: Communication of the merits of product and price information through 

the channels available to a company is defined as promotion. These channels are 

generally advertising, public relations, personal contacts and sales promotion. Fur-

thermore, channels can be characterized by whether the company gets charged for 

using them or not. Advertisements are an example for a paid communications chan-

nel, personal contacts are generally free of (additional) costs for contacting potential 

customers. The Promotion strategy will have to account or that and determine 

through which channel(s) to approach the customer in Germany. 

Place: The place for interchange between the company and their customers is the 

4th element of the 4-P framework. The company has to assess in the light of their 

product, their price and the chosen promotion, which place is the most convenient to 

interact with their target customers. Place also includes the modus of distribution, 

either direct or indirect. Direct distribution is the direct interchange of goods and ser-

vices of a company and their customer. Indirect distribution makes use of intermedi-

aries. The different ways of reaching the customer are called distribution channels. 

The combination of promotion and place will form the distribution channel design as a 

strategic outcome. 
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3.3. OUTSOURCING  

Outsourcing is the process of shifting value-adding activities from the firm upward the 

value chain onto suppliers (see Fig. 3-10). Therefore, outsourcing shortens the value 

chain and the real net output ratio of the company. Through using economies of 

scale and scope by employing specialized suppliers to deliver formerly in-house pro-

duced components and services, lower costs of production, development and lower 

general fixed costs can be realized. The concentration on the core activities that is 

possible through the outsourcing of non-core activities can deliver operative and stra-

tegic advantages as well as the aforementioned cost advantages. It is however of 

strategic importance that key technologies and competencies cannot be outsources, 

since it would create dependency from the supplier as well as putting competitive 

advantages at risk. Furthermore, it is likely that a company increases their logistic 

and transaction costs through outsourcing, since more coordination and the involve-

ment of additional parties and companies is necessary. Successful outsourcing 

therefore requires the use of modern production and logistic concepts in order to as-

sure the efficacious integration of the supplier into the value chain (Gabler 

Wirtschaftslexikon: Outsourcing). 

 

FIGURE 3-9 DIFFERENT TYPES OF OUTSOURCING 

Figure 3-9 shows the four different types of outsourcing. The status quo for every 

company is proprietary production in their home country. The outsourcing of value 

added activities to a service provider within the home country is called onshoring.  
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This modus is often chosen if physical proximity is necessary for performance and 

extensively practiced for instance in the automobile manufacturing industry, allowing 

for just-in-time delivery and lower logistic efforts for the distribution of physical goods.  

Followed by that is offshore outsourcing, which is the relocation of the production of 

parts of the goods and services formerly created on-shore to offshore locations. 

Through this, companies can make advantage of both the economies of scope and 

scale through using specialized suppliers and the country specific advantages of oth-

er locations, predominantly being lower wages, but also the availability of workforce 

with specific skillsets.  

 

FIGURE 3-10 THE VALUE CHAIN (PORTER 1985). 

A differentiation can be made between (far) offshoring and nearshoring. While off-

shoring in the classical sense often makes use of maximum wage differences, for 

instance through offshoring from a first-world economy to a third-world economy, 

nearshoring aims at shifting production to an economy near the country of origin. It 

can be seen as a hybrid of physical and cultural proximity of onshoring and the use of 

the low labour cost advantage of offshoring.  
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Captive or Own-subsidiary offshoring is the biggest step in outsourcing. A (fully) 

owned subsidiary produces goods or services using the comparative or country-

specific advantages at the offshoring locations to realize cost benefits for the host 

company under full control. While this option offers the highest level of control and 

protection of key resources and knowledge, it is also the riskiest option since it re-

quires foreign direct investments. Much higher capital investments are necessary and 

the perceived risks are higher, since more in-depth market knowledge and security 

will be needed to found a subsidy factory or branch than finding a contract partner in 

that location (Deutsche Bank Research 2004). 
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4. TELENIUM – THE CASE 

Telenium, founded in 1998, is a specialized IT service company and independent 

consultant with now more than 15 years of experience. Working as a software factory 

and outsourcing partner for other companies as well as being a solution-independent 

IT consultant, Telenium can deliver and consult on both separate modules and soft-

ware parts as well as complete turnkey software projects and complex integrations. 

The closeness between ownership and the business is formative for Telenium, the 

owners are involved in the day-to-day activities and personally guarantee the activi-

ties.  

With around 100 employees and a big pool of freelance workforce in Madrid, the 

company has the appropriate size for engaging in larger scaled projects as well as 

maintaining the flexibility and adaptability of a small-medium enterprise.  This flexibil-

ity allows Telenium to have a vast and differentiated portfolio of clients from the fol-

lowing sectors: Telecom, software companies, media and television, utilities, retail, 

system integrators, infrastructure, transportation and public administration.  

 

FIGURE 4-1 THE OFFERS OF TELENIUM. 
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All turnover is made in the business-to-business (B2B) market, with clients mainly 

being medium to large multinational companies, ranging between about 200 and 

many 1000s of employees. Since many of the companies are tier-one or even global 

leaders in their respective markets and hence highly demanding and unique in their 

approaches, Telenium has to have a business model and their services oriented at 

permanent renewal and utmost flexibility to adapt to the nuances of permanent 

change in the IT lifecycle and their vastly differing customer base. 

4.1. THE MISSION 

The company has set out from the very beginning with the premise to use the most 

advanced methodologies for software development and deployment such as extreme 

programming, agile software development and incremental agile testing. Adapting to 

fast-moving market conditions in the IT industry, Telenium has started out with ex-

treme programming in 1998 and evolved towards agile development standards since 

2002. The firm belief in the benefit of structured and rigid methodologies to achieve 

flexibility for a broad customer base has made Telenium a versatile service partner 

for outsourced services for bigger companies, since the in-house procedures and 

processes of Telenium are aligned and adapted with the most modern approaches in 

larger corporations. 

As a solution-independent service provider with a broad experience and large IT 

toolkit Telenium aims to fit the – often much larger – customer in their approach ra-

ther than trying to fit the customer to their readymade solutions. The situational 

adaptability and flexibility in the work approach enables Telenium to offer support for 

the approach of the customer and fully integrate into their existing processes. In this 

aspect, Telenium was able to deliver complex service projects composed of planning, 

set-up, integration, operation and maintenance of business support systems for cli-

ents such as Vodafone, Hewlett Packard, Orange, Carrefour or Telefonica. Their 

unique approaches, own methodologies and special work processes and their unwill-

ingness to change them for anyone outside usually characterize these clients. 
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Telenium has set out with a mission that can be summed up in three points: 

• A holistic view on IT development and operations for our customers. 

• Delivering a flexible production framework through agile methodologies and 

adapted to the innovation cycle phase. 

• The systematic use of tools to improve productivity for their clients in form of a 

software factory outsourcing model. 

4.2. SERVICES OF TELENIUM 

Telenium has four major areas of service, agile software development, iterative or 

agile software testing, managed IT services and Cloud integration and migration. The 

products for each area are segmented by the position they are aimed at in the cus-

tomer’s business cycle. The graph below shows the alignment of position and seg-

ment within Telenium’s product framework: 

 

FIGURE 4-2 BUSINESS CYCLE/PRODUCT ADOPTION MATRIX. SOURCE: TELENIUM. 
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This recently incorporated framework of the technology life cycle model after Beal 

and Bohlen (1957) differentiates the products and offers by the position in the busi-

ness cycle of the customers. Innovators tend to aim for quicker solutions aiming at 

maximum effectiveness at solving an existing challenge or problem and are search-

ing for reducing their time-to-market. Customers with more mature businesses tend 

to aim more for increasing automation, increasing their process efficiency and ulti-

mately aiming for cost reduction and reduced friction in production. 

Telenium has set its strategy on Cloud Computing as the IT delivery model of the 

future. Again with a solution-neutral approach, the company tries to deliver the best 

fit to the customer profile without compromising on quality or security.  

4.2.1. CLOUD SERVICES 

In general, Cloud Computing uses resources – both hardware and software – in a 

decentralized, yet structured way. Applications, platforms and infrastructure are con-

nected through a network infrastructure, usually the Internet. After a successful mi-

gration to the cloud, the user accesses the formerly in-housed infrastructure through 

a browser or specialized application, while the data, the computing power and the 

software are hosted remotely either by company-owned infrastructure – so-called 

private clouds – or with publicly available service providers such as Amazon in a pub-

lic cloud. The proposed benefit of migration and integration of cloud infrastructure 

into businesses is the outsourcing of hardware, maintenance and support and the 

underlying cost-saving potential of doing so. Through outsourcing these usually non-

value adding activities to professional providers, fixed costs for infrastructure and 

personnel can be turned into variable costs and the volume flexibly adapted to the 

demand.  
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The National Institute of Standards and Technology (NIST) has defined five charac-

teristics for cloud computing (2011): 

• On-demand self-service through the customer with an automatic scaling of 

capacity and potential. 

• Broad network access, meaning that the capacities are accessible through 

standard networks and interfaces. 

• Resource pooling of the provider, serving multiple consumers with dynamically 

assigned capacities. 

• Rapid elasticity delivering almost instant change of capacity levels, with ca-

pacities appearing almost unlimited to the customer. 

• Measured Service means that the cloud systems automatically control and op-

timize the use of resources, either controlled by the provider or by the custom-

er. 

In essence, cloud computing makes use of economies of scale through providing 

converged IT infrastructure and making IT services comparable to a utility like elec-

tricity. 

Telenium has built extensive knowledge and integration experience with a wide varie-

ty of different cloud offers, approaches and operators and serves its customers both 

as a consultant as well as an independent integration and migration service provider. 

The company became the Spanish partner of Success Factors, the leading cloud-

based Talent Management and business execution software, which recently was 

purchased by the software giant SAP and now is fully integrated into the SAP toolkit. 

This is impressive in so far, as the usual integration partners of SAP solutions for a 

specific country are much larger in size than Telenium. Another success story was 

the development and operation of the first specific cloud solution in Spain for Corpo-

rate Talent Management, called Map Talent. 
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4.2.2. AGILE SOFTWARE DEVELOPMENT   

For software development and Testing, Telenium follows the maxim of Continuous 

Delivery as a specialized form of agile software development. This term was first 

coined by Kent Beck in the Manifesto for Agile Software Development (2001): 

„We are uncovering better ways of developing software by doing it 

and helping others do it. Through this work we have come to val-

ue: 

Individuals and interactions over processes and tools 

Working Software over comprehensive documentation 

Customer collaboration over contract negotiation 

Responding to change over following a plan 

That is, while there is value in the items on the right, we value the 

items on the left more.“ 

Following the broad manifesto, Telenium has focused especially on the SCRUM 

methodology. It assumes, following the manifesto, that software projects due to their 

inherent complexity cannot be planned in too much detail in advance. Hence, this 

method follows the path of incremental improvement through evolution from a first 

iteration of the software to the next. This method has two aims: Creating a working 

piece of software as quickly as possible and evolving this part from there.  

The development of the necessary product features is tracked via the product back-

log, which prioritizes the necessary steps and changes from an iteration to the next 

as well as from start to finish of the project. The iteration cycle between two versions 

is called SPRINT, which can take between a week and a month. Every SPRINT aims 

at delivering a working or tested part of the software, which will be evaluated and rat-

ed after the SPRINT to create the necessary input for improvement for the next evo-

lutionary step. The Gabler Business Dictionary (Gabler Wirtschaftslexikon: SCRUM) 

knows three different internal and external roles in the SCRUM process: 
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Internal Roles:  

• Product Owner,  

• Development Team 

• SCRUM Master 

External Roles: 

• Customer 

• User 

• Management 

For the internal roles, the product owner is comparable to a project leader, he is in 

touch with the client and has the responsibility for costs, the concept and the function 

of the final product, which gives him the power to design and manage the separate 

product functionalities accordingly. The product owner has to approve the perfor-

mance of the separate SPRINT outcomes and manages the product backlog as well 

as prioritizing the needed improvements. The development team is responsible for 

turning the product functionalities demanded by the product backlog into a working 

piece of software. They decide, how many of these features are to transfer into the 

current SPRINT backlog and accordingly, how many of them will be realized through 

the next SPRINT period. Development teams are composed with different individual 

skillsets, while every team member usually also has to have an interdisciplinary work 

approach. A so-called „daily SCRUM“ is a 15-minute meeting of the development 

team at the beginning of every day, where individual members state their progress 

and their personal work backlogs. These meetings are coordinated and moderated 

by the - trained and usually certified - SCRUM Master, who is neither part of the team 

nor a superior of the members. His or her main focuses are solving team conflicts 

and problems with workflow and backlogs that might hamstring the development ef-

forts of the team. 
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For the external roles, users as the operators of the final product are the most im-

portant resource for feedback for the development team as well as the product own-

er. Their rating and approval helps the SCRUM to deliver higher usability than classic 

software development methodologies as well as the user story, which defines the 

overall product features. The management has the overall responsibility for the suc-

cess of SCRUM. They have to create the right environment and provide the correct 

resources and employ the right personnel in order to achieve the needed creative 

and interactive atmosphere. 

Telenium follows the evolutionary approach of total adaptation to change and cus-

tomer dedication of SCRUM with defining their service approach according to project 

criticality and size. Five different service assessments exist in Telenium with different 

levels of SCRUM methodology deployment: 

• Small Agile: Simplified use of agile methodologies with the user story being 

the basic unit of project management. Team members have multiple roles. 

• Agile: Incremental and iterative software development. Team members have 

roles according to the SCRUM framework and testing is automated. 

• Coordinated Agile: A preliminary analysis defines the goals for the agile 

groups. Specific roles for testing and integration as well as an overall product 

owner are used. The User Story is the main tool for the requirements defini-

tion. 

• Sequential: Phases and task follow a more linear flow. Transitions between 

phases are formalized and well documented. Every team has dedicated and 

specific roles. The requirements definition and the performance tracking are 

formalized in advance and include a form of change management. 

• Evolutionary: Iteration and incremental delivery within each overall phase, 

which in itself is sequential. Heavy integration control and automated testing. 

Conservative and classic project management tools and methods are used. 
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The following chart shows the assessment according to project criticality and the 

number of personnel involved: 

People 

 

Criticality 

Up to 5 5 to 10 More than 10 

Low Small Agile Agile Coordinated Agile 

Medium Agile Agile Sequential 

High Agile + Specific Testing Sequential Evolutionary 

TABLE 4-1 PROJECT PROFILES OF TELENIUM. 

Telenium is especially proud of having integrated a conjoint extreme operations cen-

tre with a large electronic equipment vendor. The fully integrated environment for de-

velopment, deployment and operation helps the customer to realize big cost savings 

for developing their portfolio of applications. 

4.2.3. SOFTWARE TESTING & TESTING AUTOMATION 

In the production and creation of software, errors in design and design execution will 

occur. Being different from tangible products, software does not deteriorate over 

time, but also does not change until updated or becoming obsolescent. This means 

that design defects will remain in the software until they are discovered through acti-

vation. Due to the high complexity of modern software and the sheer mass of differ-

ent system configurations, these so-called „bugs“ will exist in any piece of software. 

The complexity barrier principle describes that „Software complexity – and therefore 

that of bugs – grows to the limits of our ability to manage that complexity” (Beizer 

1990, 31). Software testing is an essential part of software development and the ad-

jacent quality assurance may take up as much as 50% of the development time and 

costs (Pan 1999). There have been different approaches to tackle this problem, one 

being test automation. Through the use of special test software and using a test envi-

ronment, formerly work-intensive manual testing tasks can be automated.  
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Especially for iteratively – or agile - developed software, which is essentially chang-

ing all the time, testing can be repeated quickly after every iteration since it has been 

vastly automated what then offers big cost saving potential in return (Marick 1999). 

Telenium is an advocate of software testing automation, using specialized testing 

software and test environments as well as promoting scenario-driven testing. With an 

approach that integrates into the company’s agile development philosophy, Telenium 

offers Test-driven delivery and Test-while-troubleshoot services. Since 2010 Teleni-

um follows the ISO/IEC 29119 standard. This wholesome framework for standardiza-

tion of vocabulary, processes, documentation, techniques and process assessment 

was designed to specifically fit the software lifecycle of agile software development. 

Customers who may have adopted the widespread ISO/IEC 29199 might outsource 

parts of the process or the complete process to Telenium. 

4.2.4. MANAGED SERVICES 

Most of today’s businesses have a high dependence on IT for creating, maintaining 

and monitoring their day-to-day operations. The infrastructure, software and hard-

ware has grown to such a sophistication level, that the formerly in-housed chores of 

maintaining and troubleshooting this infrastructure has become a highly specialized 

task of its own, often becoming very challenging and expensive to maintain for a 

company which has its main business in other areas than infrastructure maintenance. 

This is the reason why many companies decide to outsource these services to man-

aged service providers (MSP). The benefits of outsourcing are manifold (Kumbakara 

2008, 341): 

• Reduced total cost of ownership 

• Predictable and stable IT budget 

• Increased support level and increased availability 

• Access to latest technology with limited investment and risk 

• Access to superior skill base 

• Ease of adoption of new business processes 

• Enables the IT department to focus on the core business 
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The use of service-level agreements (SLA) define the quantity and the quality of the 

required maintenance and troubleshooting capability, often with a focus on a maxi-

mum time frame for response and solution for a problem as well as the level of mini-

mum service availability. 

Telenium has specialized on two segments of the wide array of available managed 

services, that being service management and administration. Concerned essentially 

with remote or on-site monitoring, status reporting and troubleshooting of servers, 

databases and applications, the company also offers services for disaster recovery 

planning, disaster simulation as well as root cause analysis and in-depth bug fixing. 

Telenium, following the internationally accepted standards of the IT Infrastructure 

Library (ITIL) for the definition of their service support role, offers 2nd level and 3rd 

level support, while 1st level support - which is the operation of the classical helpdesk 

- is not offered.  

Telenium hence focuses on offering further and more complicated support for 

helpdesks and serves as an escalation instance for problems and challenges that are 

not directly solved in the first support stage. Therefore, Telenium offers in-depth spe-

cialist and developer support with their 3rd tier services, offering solutions for prob-

lems of the highest criticality, urgency and complexity. The resources required for 

these services are in qualification and experience comparable to the resources 

needed to offer services as a software factory, therefore Telenium can realize syner-

gy effects both for its own and for its customers. 

For data centres, Telenium offers remotely provided services in English or Spanish 

language with batches of hours of on-site presence added. The key performance in-

dicators are configured individually with the customer and may include uptime for a 

given configuration item or service, a surveillance coverage span for these items up 

to 24 hours and 7 days a week and a pre-set reaction time adapted to the criticality of 

the incident. Additionally, a guarantee for the temporary and final fix waiting time per 

incident level is given. 
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Several predetermined service levels are available: 

• Red Line: Response time less than one hour, coverage 24 hours and 7 days a 

week, the team has at least three experts assigned, priority escalation to di-

rector level. 

• Velvet Line: Response time less than four hours, coverage 16 hours and 5 

days a week plus additional availability if needed. A team is composed of at 

least one expert and two senior programmers and uses standard two-step es-

calation procedures. 

In application management, Telenium offers software maintenance especially for 

transactional and data warehouse applications, which are often high performance 

components and mission critical to the operating companies. The focus lies on cor-

rective and preventive maintenance with features like bug handling, code fixing, 

patching as well as problem and configuration management. 

Telenium runs an internal certification and qualification program for the employees in 

managed services to guarantee and enhance the quality of service as well as staying 

on top of quickly evolving new technology and methodology. 

4.3. THE CONCEPT OF A SOFTWARE FACTORY 

A software factory as defined by the Microsoft Corporation (2013) is a set up of dif-

ferent tools, applications, software and so-called software assets that specifically 

work together like machines on a production line in a factory, essentially using con-

cepts known from manufacturing. These software assets are reusable parts of code 

and software modules or components, for instance application blocks that are used 

to implement common functionalities or mechanisms in an application. They reduce 

the requirement of manually written code for a new iteration of software and encour-

age standardization and modularization through the use of „building blocks“ across 

applications.  

This so-called software factory concept helps software developers and architects to 

efficiently create quality instances of software or applications as an output using the 

software factory as the necessary „machinery“.  
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Hence every factory is designed to fit a specific type or architecture of development 

environment and using economies of scale and scope to manufacture certain types 

of software more economically with better and more predictable quality than a unique 

development process could guarantee.  

The key concept is to take advantage of the assets gained and knowledge generated 

from the development of comparable applications or software. It addresses hence 

one of the major problems of traditional software development through subsequent 

documentation, scripting and encoding of proven practices and paths of development 

for the creation of a specific type of application or software. However, a software fac-

tory is not as rigid as a physical factory: A key feature is that the project managers 

can rearrange, customize and adapt the software factory quickly to the unique needs 

of the specific development project before the start of production and then repack the 

reorganized toolkits for the use by the developers on that project.  

Since this approach in software development is derived from the manufacturing 

world, the software factory has comparable benefits over „artesanal“ development to 

line production versus craftsmanship: 

• Consistency: Through the standardized, scripted and encoded procedures 

learned and kept from previous development efforts, the reproduction of multi-

ple instances or iterations of comparable applications or software becomes 

more consistent in terms of output and results. As a side benefit, training, 

qualification and start-up friction costs diminish, since the project participants 

have an already roughly hewn „blue print“ and a production line and hence do 

not have to start from scratch. 

• Quality: The implementation of proven concepts, tools and procedures raises 

the default quality through delivering most exchangeable parts of a piece of 

software by automation. This helps the developers to rely on a working skele-

tal structure of software and focus on the development of the unique features 

of every single application rather than spending time and potentially creating 

extra bugs with creating arbitrary code from scratch for every project. 
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• Productivity: Through automation of the most generic tasks of software devel-

opment and reusability of the assets of production the productivity of software 

development rises. Additionally, through setting the development focus on the 

key differentiation aspects of the specific piece of software and application, 

developers decrease the overall development time and hence costs, since in a 

knowledge based process like software development time is the most essen-

tial cost driver aside of quality issues. 

The usual types of software developed through using a software factory are mobile 

client applications, connected smart client applications or transactional web service 

applications. The core benefit is that software development becomes lass random, 

less expensive, more predictable and faster, since the development team has only to 

build the application-specific parts. 

Telenium’s business idea for the German market is to work for their customers as a 

detached agile software factory located in Madrid, Spain. Combining agile methods 

like SCRUM and Test-Driven-Delivery with the software factory model seem to be a 

good fit to offer nearshoring. The quality assurance approach, the communication 

pattern and the project control that can be exercised through agile methodologies 

have proven to benefit the software factory approach in past projects. 
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FIGURE 4-3 TOOLS AND DEVELOPMENT SOFTWARE USED.  

Telenium would offer the workbench for German customers, flexibly providing 

knowledge workforce that is experienced with agile methods as well as with the 

toolkit that is necessary to draw up a software factory model. Software assets have 

already be created and stratified with other projects, so that Telenium is able to flexi-

bly adapt their software factory to the demands of new customers. Telenium can 

therefore make use of their big software toolbox – see Fig. 4-3 for a short overview of 

the most important tools used – and the customer benefits from being able to focus 

more on the core features of their applications while having the skeletal parts manu-

factured nearshore to lower costs and assured quality within their own process man-

agement.  
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4.4. MOTIVATION AND INTEREST FOR THE GERMAN MARKET 

Over the course of now 15 years, Telenium has build and excellent reputation with its 

customers and was able to attract much larger companies such as Telefonica, Or-

ange, Carrefour and more recently Success Factors (now part of SAP) as customers 

for their solutions. However, so far Telenium only has limited experiences outside of 

the Iberian Peninsula. Projects in Portugal and in Latin America were mainly acquired 

through the internationality of pre-existing customers within Telenium’s network. Pro-

ject possibilities in France, the United States and Switzerland are being explored at 

this moment, yet again through network connections. The interest of Telenium for the 

German market is three-fold: 

The domestic market in the current state is underperforming and the economy on the 

Iberian Peninsula is on the brink of recession. High unemployment and bleak eco-

nomic outlooks are taking their toll on society. Outsourcing service providers are of-

ten hit hard by recession, since backshoring and in-housing is a common anti-crisis 

reaction of companies that use outsourcing. The benefits of outsourcing are quickly 

gone in times of crisis on the home market – for instance covering excessive demand 

or supporting flourishing production through shortening their own value chain to core 

value-adding activities. A recession means dropping demand, loss of turnover and 

profitability and poses a demand for cost cutting on producing companies. Therefore, 

outsourcing customers will try to utilize their own in-house production capacity that 

has been freed through the lower demand in the crisis rather than using the services 

of outsourcing partners, since their own capacities are fixed cost factors while out-

sourcing services are variable and easier to avoid (Holz 2009, 165). In this light, 

Telenium looks for options to diversify their customer portfolio, preferentially outside 

of Spain. 

Secondly, Telenium’s network has many international connections while only having 

experienced limited internationalization. Following the framework introduced in chap-

ter 3.1.8 and the model in figure 3-6, Telenium classifies as a potential late starter of 

internationalization. The network connections suggest the potential for further exploi-

tation of the strengths of Telenium in an international context. 
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Finally, the German IT market is perceived as boldly growing and offering potential 

for the approaches Telenium specializes in. More than in the IT sector in Spain, agile 

methodologies seem to be used and accepted more widely. Furthermore, as a con-

verse argument of the reasons why Spain has a bleak outlook for outsourcing com-

panies at the moment, Germany’s booming IT sector potentially offers chances for 

outsourcing projects. 

Therefore, this case study analysis will try to determine the outline of the German ICT 

market in the light of the specific methods used by Telenium. 
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5. ANALYSIS 

5.1. MACROENVIRONMENTAL ANALYSIS 

The macroenvironmental analysis of the German market and some aspects of inter-

est in the Spanish market will be carried out in by a PEST (political, economic, social, 

technological) division of influencing factors. 

5.1.1. POLITICAL FACTORS 

At the core of interactions between Germany and Spain are the European Union’s 

common market and the established guarantee of the EU’s four freedoms: The free 

movement of goods, capital, services and people. In this paragraph, the focus will be 

especially on the freedom of workforce and services as well as legal aspects of eco-

nomic interaction between the two countries. 

The freedom of movement for workers is granted through the Treaty on the function-

ing of the European Union (TFEU). In section III about the free movement of persons, 

services and capital, the treaty states: 

Article 39 

1. Freedom of movement for workers shall be secured within the Com-

munity. 

2. Such freedom of movement shall entail the abolition of any discrimi-

nation based on nationality between workers of the Member States 

as regards employment, remuneration and other conditions of work 

and employment. 

3. It shall entail the right, subject to limitations justified on grounds of 

public policy, public security or public health: 

a. To accept offers of employment actually made; 

b. To move freely within the territory of Member States for this purpose; 

c. To stay in a Member State for the purpose of employment in accord-

ance with the provisions governing the employment of nationals of 

that State laid down by law, regulation or administrative action; 
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d. To remain in the territory of a Member State after having been em-

ployed in that State, subject to conditions which shall be embodied in 

implementing regulations to be drawn up by the Commission. 

4. The provisions of this article shall not apply to employment in the 

public service. 

As a result of the treaty, the EU-15 shares a common work market without the need 

of visas or specific work permits, hence enabling the free movement of workforce 

between the members.  

Also, the TFEU guarantees the freedom to provide professional services across bor-

ders within the community: 

Article 49 

Within the framework of the provisions set out below (Art. 50), re-

strictions on freedom to provide services within the Community shall be 

prohibited in respect of nationals of Member States who are established 

in a State of the Community other than that of the person for whom the 

services are intended. 

The Council may, acting by a qualified majority on a proposal from the 

Commission, extend the provisions of the Chapter to nationals of a third 

country who provide services and who are established within the Com-

munity. 
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Article 50 

Services shall be considered to be "services" within the meaning of this Trea-

ty where they are normally provided for remuneration, in so far as they are 

not governed by the provisions relating to freedom of movement for goods, 

capital and persons. "Services" shall in particular include 

a. Activities of an industrial character; 

b. Activities of a commercial character; 

c. Activities of craftsmen; 

d. Activities of professions. 

Without prejudice to the provisions of the chapter relating to the right of es-

tablishment, the person providing a service may, in order to do so, temporari-

ly pursue his activity in the State where the service is provided, under the 

same conditions as are imposed by that State on its own nationals. 

Article 49 and 50 illustrate how the common market is intended to work for the EU-15 

members. Companies as well as freelancers are free to offer their services within the 

economic spheres of other member states without any restrictions imposed by the 

national governments. Therefore, the country-specific environment of individual 

member states in terms of employment conditions and restrictions has disappeared – 

at least in the form of differing legislation or market barriers imposed by national gov-

ernments. 

Concerning the equalization and standardization for the treatment of intellectual 

property rights, the EU Intellectual Property Rights Enforcement Directive (IPRED) 

from 2004 and the Second Intellectual Property Rights Enforcement Directive 

(IPRED2) from 2005 bind the members of the EU to apply and enforce effective 

measures for the protection of intellectual property and industrial property rights. 

Spain has implemented IPRED with Law No. 19/2006 (Intellectual Property Expert 

Group (IPEG) 2006) and offers extensive protection for intellectual property that is 

even stricter than the current jurisdiction in Germany, where neither the IPRED nor 

the IPRED2 have found their way into legal practice yet.  
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This is especially important for knowledge-based services such as the offers of 

Telenium are, since this legislation offers additional protection and security under the 

umbrella of the EU within its partial markets. Furthermore, Spain has extensive in-

dustrial property rights and copyright laws, which are guarded by the Spanish Patent 

and Trademark Office, which also serves as an arbitrator in conflicting cases. 

Especially in comparison to locations outside of the EU-27, Spain offers stricter pro-

tection of intellectual property in accordance with EU law through national lawgiving 

and enforcement. 

5.1.2. ECONOMIC FACTORS 

Spain and Germany - although both members of the initial founding group of the EU - 

have recently met different fates in the development of their national economies. Be-

side many other focal points in recent developments, one of the most interesting 

economic aspects is the development of income in the IT sector of Germany in com-

parison to Spain.  

Through a strong growth period, the IT sector has become the second biggest em-

ployer in Germany after the mechanical engineering industry with more than 900 000 

employees, ranking even before car manufacturing and the electrical industry. With a 

bold growth of market size, IT currently outpaces the overall German GDP growth. 

As the graph below shows, the German economy overall is however outperforming 

the EU-27 in real GDP growth as well as the Spanish Economy and – according to 

prognosis - will continue to do so in 2013 and 2014 by almost 1%. It is evident that 

the EU is in the process of recovery after the crisis period, with Spain still in the depth 

of downturn in 2012 and 2013 with a brighter outlook only for 2014. 
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FIGURE 5-1 REAL GDP PER CAPITA (EUROSTAT 2013A). 

The IT market in Germany is booming. As Table 5-1 shows, especially the Software 

and IT-Services have shown constant growth rates that are constantly outpacing the 

overall economic performance. The combined market volume forecast of Software 

and IT services is with 53,6 bn. € for 2013 bigger than the pharmaceutical (40 bn. €) 

and the construction industry (30 bn. €).  

In market research conducted by the author outside of the scope of this thesis – see 

appendix 9.2 - a sample of 109 German software producing companies was as-

sessed for product range, turnover and head count. All companies are members of 

the BITKOM and the turnover and head count figures were established through re-

searching the legally mandated publications of these companies in the Bundesanzei-

ger, which is an official publication portal comparable to the Federal Register of the 

United States. The results of this sample were an average headcount of 452,69 (me-

dian 110) and an average annual turnover of 124,65 mln. € (median 34,35 mln. €). 

The conclusion drawn from the strongly differing average and median figures has to 

be that there are dominating IT companies in the German market while the majority is 

more likely to be far smaller than a head count of 452 and below an annual turnover 

of 124,65 mln. €. 
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IT Market  

Germany 

Market Volume in bn. € Growth Rates in % 

2010 2011 2012 2013 11/10 12/11 13/12 

IT Overall 69,1 71,5 73,4 75,0 3,4 2,7 2,2 

Hardware 20,5 21,1 21,4 21,3 2,4 1,7 -0,3 

Software 15,5 16,2 17,1 17,8 4,9 5,1 4,6 

IT-Services 33,1 34,2 34,9 35,8 3,4 2,1 2,5 

TABLE 5-1 GERMAN IT MARKET VOLUME AND GROWTH RATES (BITKOM 2013).  

IT services have the biggest market share with around 48 % of the total IT market 

value. Sustained growth give a good perspective for future gains as well. This con-

stant growth of the whole industry brings about a constant hike of income for em-

ployees and freelancers alike. Germany is also among the top importers of ICT 

goods, only surpassed by the US, China and Hong Kong according to data from the 

OECD. This makes Germany one of the biggest ICT markets in the world. 

 

FIGURE 5-2 ICT IMPORTERS, 2008 (OECD 2010). 
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Considering the repercussions on individual employment, the 4th-quarter report 2012 

of Statistisches Bundesamt - the German National Office for Statistics - the pre-tax 

average income for IT services reached 5352 € for full-time regular employees (see 

appendix 9.1).  

A study by BITKOM - the German IT inter-trade organization - shows that the pre-tax 

average incomes in the IT sector show an overall positive trend throughout the indus-

try. 

 

FIGURE 5-3 GERMAN IT GROSS INCOMES VALUE INDEX (BITKOM 2013A). 

According to another survey of BITKOM (2012 a) almost three quarters (71%) of all 

members questioned predict increasing turnover and growth for 2013 while 57 % of 

all members proclaim to hire additional employees this year. 

Aside of cases of regular full time employment, the IT sector always had a strong 

tendency to extensively use freelance intellectual capacity for separate projects and 

demand pinnacles. The boom in the IT sector has led to a hike to unprecedented 

heights for hourly freelance work rates according to the database of GULP, which is 

a framework of more than 80 000 self-employed or freelance IT professionals.  



 

 55 

Within the last 6 years, the average hourly rate demanded has increased by more 

than 12%. From the first quarter of 2010, freelance work pay has hence shown a 

growth of 5,72%, which is in the same range as the increase of regular-job IT wage 

growth of 6,12% in the same period. 

 

FIGURE 5-4 AVERAGE HOURLY RATES DEMANDED BY GERMAN IT FREELANCERS (GULP 

INFORMATION SERVICES 2012).  

In comparison with Europe and especially Spain as the home market of Telenium, 

Germany’s overall averaged labour costs for the whole economy are still about 1/3 

higher, as the research of Eurostat (2012) below shows. Combining all economic fac-

tors present in the market with the outlook for a recovering economy, it is to say that 

IT companies in Germany have and will continue to have work and employment. As 

shown, the wages for qualified IT personnel are hiking constantly and surge even 

faster than the sector growth rate. The problem of labour costs getting out of hand 

will hence become an urgent problem for many companies in the German market 

that in return will be looking for ways to solve the issue. 
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FIGURE 5-5 HOURLY LABOUR COSTS IN €, 2012 (EUROSTAT 2012).  

The overall indications that Spanish labour costs are about a third lower (see Fig. 

5.5) than costs in Germany are further proven by current data from Payscale (2013), 

a wage comparison survey provider.  

 

FIGURE 5-6 AVERAGE ANNUAL INCOME BY ROLE IN €, 2013 (PAYSCALE INC 2013).  

As the graphic with the data from Payscale in Fig. 5-6 shows, annual salaries for 

comparable positions and workloads differ between 27,17% and 39,58%. It is also 

specifically interesting, that the gap for SW developers is bigger than for positions 

with more responsibility and experience.  
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5.1.3. SOCIAL FACTORS 

An especially interesting social factor in the light of this analysis is the availability of 

workforce with tertiary education – that is first or second degree of academic educa-

tion - between Spain and Germany. The IT sector as a knowledge-based industry 

has a high demand in knowledge workers. A recent survey about agile software 

methodologies showed that of 1623 German IT developers, testers and engineers 

questioned, over 70 % hold a university degree (Haberl et al., 2011, pp. 3-4). 

The availability of tertiary graduates is traditionally about 10% higher in Spain than in 

Germany, as the following graph from Eurydice about tertiary education distribution in 

Europe indicates. Especially in the groups most attractive for new hires from 24-39 

years of age, Germany shows lower relative numbers. 

 

FIGURE 5-7 PERCENTAGE OF THE POPULATION WITH TERTIARY EDUCATION (EURYDICE - 

EDUCATION, AUDIOVISUAL AND CULTURE EXECUTIVE AGENCY 2012, 174).  

The unemployment rate of academics in Germany is with 2,1% in 2012Q4 the lowest 

in the whole of Europe. It is less than a third of the general unemployment rate in 

Germany, which reached 7,1% in April 2013 (Bundesagentur für Arbeit 2013, 16). 

These rates indicate the high demand for academically trained workforce for a boom-

ing economy that might pose an interesting opportunity for companies active in white-

collar offshoring to fill in these gaps, just like Telenium and its business model. 
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FIGURE 5-8 UNEMPLOYMENT TOTALS FOR AGES 25-49 WITH TERTIARY EDUCATION 

(EUROSTAT 2013B). 

More specifically focused on IT-related academic personnel, a recent pan-European 

study by the Enterprise and Industry Directorate of the European Commission (2010) 

drew up five possible scenarios for the demand and the supply of ICT workforce in 

Europe until 2015. It was concluded that even in the worst scenario of economic re-

cession, there would be an undersupply of ICT workforce in 2015 in all of Europe and 

that the situation would be specifically bad in Germany. Additionally, economic re-

covery would mean a worsening of this skill gap, as workforce demand would then be 

bound to increase in comparison to the bleak scenario. The figure below shows the 

overall demand and supply cases of ICT workforce for the five different scenarios 

drawn by the study, with a best-case e-Skills gap of 86500 and a worst-case scenario 

of 669100 potential vacancies all across Europe in the ICT sector for 2015. The most 

likely perspective drawn in the study, the „Back to normal“ scenario, predicts a supply 

gap of 384100 for 2015. 
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TABLE 5-2 EUROPEAN E-SKILL GAP - DEMAND AND SUPPLY SCENARIOS (EUROPEAN 

COMMISSION 2010).  

The predictions for the e-Skill gap for Spain and Germany have been made for the 

„Back to normal“ scenario, which has the highest likelihood. It is remarkable that 

Germany shows the mentioned drastic and constant lack of e-Skill supply while 

Spain faces at least temporary oversupply until 2013. 

 

FIGURE 5-9 GERMAN E-SKILL GAP FORECAST (EUROPEAN COMMISSION 2010). 
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A current press release of BITKOM (2012) reinforces the gravity of academic under-

supply in the German IT Sector. By the end of 2012, the number of vacant positions 

in the German IT had increased to about 43000, up by more than 13% in comparison 

to the figures of the previous year. Of these 43000 vacancies, 25000 are with users 

of IT while 18000 jobs were open in the core IT industry itself; of which 15000 are 

with software-vending companies and IT service companies.  

75 % of all job vacancies in the IT core sector are directly connected with software 

development, while other positions in demand are IT-consultants, technical sales 

specialists, application specialists and administrators. Overall, there is a very high 

demand for knowledge-based workers with university education in IT-related studies. 

Over 50% off all BITKOM-members complain about the shortage in supply of e-Skills 

and believe that it will worsen and potentially harm their growth. All remedies for the 

problem promoted by BITKOM are long-term, such as increasing the attractiveness 

of the education and training. Therefore, at least for the near future, the e-Skill gap in 

Germany is likely to prevail and grow. 

 

FIGURE 5-10 SPANISH E-SKILL GAP FORECAST (EUROPEAN COMMISSION 2010).  
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The predictions for the Spanish e-skills supply and demand draw a different picture in 

the light of current figures of unemployment and GDP. As Fig. 5-8 shows, the aca-

demic unemployment skyrocketed to 16,4 % in 2012Q4. Comparing the unemploy-

ment rates for university graduates in the target group from 25 to 49 years, the „Back 

to normal“ scenario for Spain seems very optimistic at the moment and it seems 

more likely that the oversupply of e-Skills is still present in Spain as of today and is 

likely to prevail until the economy recovers. This will make it likely that Telenium will 

have an abundance of university-qualified workforce to comparatively low costs 

available, at least in the medium perspective until 2015. 

The eSkills Monitor Synthesis Report (Empirica GmbH 2009, 48-49) has forecasted a 

turn away from classic IT offshoring locations such as China and India towards near-

shoring in Europe as an alternative. The drivers for backshoring from China and India 

are manifold: 

• Lack of a certain level of ICT infrastructure as a prerequisite to offer services 

over long distances. 

• Lack of (e-) skills in the offshore destination. For instance, a study stated that 

only 25% of the Indian engineering graduates have the necessary e-skills 

needed in order to work in a multinational environment (McKinsey & Company 

2005, 14). 

• The eSkills Monitor states (Empirica GmbH 2009, 25) that it is more likely that 

nearshoring locations benefit from language skills, relative cultural proximity 

as well as the absence of time-zone differences. They predict further 

(Empirica GmbH 2009, 49) that the trend to nearshoring ICT labour to Euro-

pean countries as a result of the differing economic situations of the members. 

Therefore, Spain is likely to gain desirability as a near-shoring location. Although a 

bandwagon effect is not visible yet, a few first movers have started proprietary-owned 

subsidiaries in Spain for white-collar work. 
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In the light of near shoring IT-related services from Germany to Spain, the communi-

cation of knowledge and creation of mutual understanding is a must. An analysis of 

cultural dimensions and the communication skills in terms of language capabilities 

will deliver a deeper insight into the demand and supply for the most elemental soft 

skill for this business model. Even though difficult to predict and determine for single 

cases, general insights into risks and opportunities can be gained.  

Geert Hofstede, a renowned researcher in the fields of organizational studies and 

organizational culture offers an approach to compare culture between countries using 

4 to 6 dimensions. The Power Distance Index (PDI) describes in how far less power-

ful members accept the unequal distribution of power. Higher scores indicate a high-

er acceptance of steep hierarchy while lower scores describe the tendency of mem-

bers to equalize the distribution of power and demand justification for the remaining 

inequalities. High scores in Individualism vs. Collectivism Index (IDV) indicate the 

tendency of members of society to cater more to themselves and less for their more 

loosely-knit social framework. Lower scores hint at a tighter knit social framework 

with a higher loyalty of individuals towards groups. The index for Masculinity vs. Fem-

ininity (MAS) describes on the high side a more masculine orientation of society with 

a preference for achievement, heroism and an extrinsic orientation. Lower scores 

indicate a more feminine society that focuses more on cooperation, modesty, consid-

erateness, quality of life and a more consensus-oriented society. Uncertainty Avoid-

ance (UAI) indicates the tolerance of uncertainty and ambiguity by members of socie-

ty. A higher score describes the strive to control the future rather than letting it hap-

pen. Countries scoring high on UAI are likely to have strict codes of conduct and are 

intolerant of “out of the box” approaches, while in lower scoring countries practice 

and demonstration are ranked higher than models and principles.  

Germany has a high individuality score combined with a more masculine than femi-

nine society. This indicates a more individualistic drive towards extrinsic values as 

compensation or rank and status and pride in individual achievements that points out 

a potentially less tendency towards natural teamwork. A low score in power distance 

hints at the demand of flatter hierarchies and of justification for inequalities of power, 

as well as the demand of co-determination, which again render approaches to team-

work more complicated since structure and hierarchy are less well liked and have to 

be communicated and explained better than in countries with higher power distance. 
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Scoring medium-high in UAI with 65 implies that Germany is uncertainty avoidant, 

hinting at more deductive than inductive approaches in thinking, planning or team-

work. Approaches have to be systematic and detailed to demonstrate the sophistica-

tion of ideas. Combined with the aforementioned low power distance, which indicates 

that the uncertainty of decisions is not covered by the responsibility of superiors, 

leads to the conclusion that Germans prefer to compensate by a strong reliance on 

expertise. A score of 31 for LTO indicates a short-term oriented society, which typi-

cally has great respect for traditions, a smaller propensity for saving and strong social 

peer pressure, while also demonstrating impatience for quick results and striving for 

normative truths (Hofstede 2013). 

 

FIGURE 5-11 CULTURAL DIMENSION COMPARISON (HOFSTEDE 2013). 

The members of society in Spain accept hierarchical distance and the privileges that 

come with power. Managers are generally expected to directly control their employ-

ees as a demonstration of their usefulness for the organization. Negative feedback is 

feared and hence employees might be reluctant to report negative information to su-

periors. The importance is on little signals and details and requires managerial atten-

tion to derive the real problems in the organization from them. Spain has one of the 
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most collectivist-ranked societies in Europe, only Portugal scores higher on the IDV. 

In comparison to countries like Vietnam or India, Spain is however clearly individual-

istic. The collectivistic setting might lead to problems in cooperation with other socie-

ties in Europe or North America that score higher for individualism, since Spaniards 

might tend to perceive the other cultures as blunt and aggressive and extrinsically 

driven. The upside of the collectivistic tendency in society is the instinctiveness of 

teamwork and collaboration without much need for managerial motivation towards it. 

With 42 on MAS Spanish culture is more interested in consensus and harmony than 

in competition or polarization. Decisions are sought to be carried out through collabo-

ration and participation. Spain has one of the highest scores of Uncertainty Avoid-

ance. Rules, guidelines and frameworks are highly appreciated while change causes 

stress and discomfort. Confrontation is avoided and if incurred, tends to escalate to a 

personal level quickly. Ambiguous or undefined situations are regarded with great 

concern. The concern about the future continues to affect the LTO rating as well. 

Spanish society is bound to live in the moment and for the present time. Quick results 

are demanded and highly appreciated; a stricter approach with well-defined rules 

usually prevails over more pragmatic and long-term oriented approaches (Hofstede 

2013). 

The international education company EF Education First (2012) releases an annual 

report indexing the English Proficiency for different industrial sectors, countries and 

levels of employment. The data for the latest report was gained through level testing 

114578 employees of companies and governments between 2009 and 2011. The 

study offers three interesting insights that are deemed relevant to the Telenium case:  

Germany and Spain have comparable overall capacities in the English language 

among their workforce. Both gain a score of around 57 on the EF EPIc score, which 

would translate to an average of upper B1 level ability according to the Common 

Framework of Reference for Languages. Furthermore, Germany scores above aver-

age in the Technologies sector, but below average in Telecommunications. Global 

industries and sectors tend to have better overall English capacities than national 

industries. As the IT sector - specifically development and research - is a non-

location bound industry due to the intangibility of the services and products created, a 

higher-than-average default English capacity is very likely to be found.  
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The EPIc study found furthermore, that medium-sized companies with turnover be-

tween USD 100 million and USD 500 million show the highest overall English skills. 

The level of individuals studying German in Spain is low and stable at that level. A 

recent report shows only 1% or 110.736 students in the complete education system 

participated in German classes, while over 85% participated in English classes and 

13,8% in French classes (Spanish Ministry of Education 2013). According to data 

from Eurostat, the trend for learning German is stable with a slight negative tendency 

(Eurostat 2013c) while the overall self-reported knowledge of German language is 

reported with 2,7% for Spain in 2007 (Eurostat 2007). Although Spain is together with 

Portugal ranking last in the category „apprehending foreign languages“, it is a gleam 

of hope that over 31% of all students of German do so in voluntary and private clas-

ses (Goethe Institut). 

The number of Spanish speakers in Germany is slightly higher. The language report 

„El Español en Alemania y el Alemán en España“ by the Spanish Ministry of Educa-

tion (2011, 49-50) reveals that of a total of 11829512 students in 2008/09, 425353 

students participated in Spanish classes, which results in a quota of around 3,6%. 

In conclusion, potential customers within Telenium’s target in the German IT market 

are likely to have higher-than-average English capacities, hence enabling potential 

partnerships and allowing communications without translation at least in English. 

Telenium however will face problems finding adequate personnel with both the aca-

demic and language capacities to offer fully German-speaking services. English, as 

the lingua franca will have to remain the main stay of communication between 

Telenium and its potential customers in the German market.  
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5.1.4. TECHNOLOGICAL FACTORS 

Due to the specificity of the agile methodology used by Telenium to develop, test and 

deliver IT products, the acceptance and prevalence of said methodologies in the 

German market needs to be assessed. Therefore, different surveys and studies will 

be used to gain insights about the average user profile and the movements in the 

market. 

To get a first insight into the popularity and acceptance of the methodologies, an in-

ternational survey of 642 IT professionals about their post-deployment opinions of 

agile methodologies can offer a first general impression. Fig. 5-12 shows that agile 

methodologies are met with high appraisal, with 82% of all users stating a somewhat 

or much higher productivity and 77% of all professionals describing somewhat or 

much higher product quality, with these benefits coming at no change in costs of pro-

duction (40%) or even somewhat or much lower costs (combined 37%).  

 

FIGURE 5-12 POST-DEPLOYMENT OPINIONS OF AGILE METHODOLOGIES (AMBLER 2008).  
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The positive feedback of users and the trend towards a more widespread use of agile 

methodologies were further stratified through a more recent study (Komus 2012). In 

this study from 2012Q2, 94% of 147 participants rated the improvements of introduc-

ing agile methods as bigger than the expenditure, more than 25% stated that the 

benefits were much higher than the expenditure.  

Data from this study as depicted in Fig. 5-13 clearly shows a strong trend towards the 

use of agile methodologies since 2008 with constantly strong growth. Komus also 

found that the users of agile methodologies rate these better in every surveyed crite-

ria – overall rating, adherence to delivery dates, transparency, customer focus, effi-

ciency, employee satisfaction and result quality – while companies that use classic 

methodologies such as cascades or waterfall models rate their methodologies worse 

in these aspects. The study also found that only 5% of all users that introduced agile 

methodologies did not see improvements in results and efficiency of programming 

and testing. 

 

FIGURE 5-13 POINT IN TIME OF AGILE ADAPTATION. N= 135. (KOMUS 2012, 25). 

Haberl et al. (2012) found, that agile methodologies tend to be used specifically by 

SMEs between 1 and 1000 employees as Fig. 5-15 shows. Up to 40% of all compa-

nies between 1 and 100 employees questioned in 2011 were using some form of ag-

ile methodology, while 30% of the companies with 100 to 1000 employees did the 

same. It is remarkable that larger companies show a tendency towards more con-

servative methodologies with only 17% of them using a form of agile approach. 

7,41%	   5,93%	   4,44%	   5,93%	  

15,56%	   16,30%	  

22,22%	   22,22%	  

Before	  2005	   2005	   2006	   2007	   2008	   2009	   2010	   2011	  

Since	  when	  does	  your	  company	  use	  agile	  
methodologies?	  



 

 68 

In addition to the average size of agile companies, the median annual turnover of the 

agile or mixed-agile companies was researched to be between 10 and 50 mln. € 

while the median annual turnover of the companies using classical methodologies is 

described as between 50 and 250 mln. € (Komus 2012, 155). These findings are fur-

ther proving Haberl et al. in the way, that the average company using agile method-

ologies can now clearly be targeted as a SME with up to 100 employees and be-

tween 10 and 50 mln. € turnover.  

 

FIGURE 5-14 INNOVATION TENDENCY VS. ADAPTATION TENDENCY IN 30 SOFTWARE PRO-

DUCING COMPANIES IN DACH WITH 400+ EMP (SEE APPENDIX 9.3). 

The tendency that larger companies tend to lag in adopting more modern or open 

approaches that was found by Haberl et al. was further proven through an assess-

ment of 30 software-producing companies in the DACH (Germany, Austria, Switzer-

land) region with more than 400 employees. The data represented in Fig. 5-14 shows 

a representation of the innovation tendency on the Y-axis while the X-axis depicts the 

adaptation tendency.  
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The size of the bubbles indicates annual turnover in comparison with the others. The 

data for this model was generated through researching the companies’ publications 

and assessing the published content using heuristic scoring and comparison to the 

peers of the group. The analysis was carried out outside of the scope of this thesis by 

the author, so the validity is hampered by not being specifically focused on software 

development methodology but rather adoption and innovation tendency of technology 

in general. Nevertheless do the results add to the point that smaller companies in the 

German software producing market tend to be more innovative, mobile and adaptive 

than larger corporations. 

 

FIGURE 5-15 SPREAD OF SOFTWARE DEVELOPMENT METHODS COMPARED TO COMPANY 

SIZE (HABERL, ET AL. 2012). 

Furthermore, it is remarkable that the acceptance and usage of agile methodologies 

in Germany differs between the internal roles of software testers, developers and 

their managers. As Fig. 5-15 shows, classical programming methods such as water-

fall are still predominant, especially with software testing and the management.  
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Even though software programmers in Germany now show a slight preference for 

agile methodologies in general, these new methods have to be seen as a trend just 

reaching the mainstream and still being met with a lot of resistance. 

 

FIGURE 5-16 METHODOLOGIES USED BY DIFFERENT ROLES (HABERL, ET AL. 2012).  

Komus et al. describe that stratified and certifiable methodologies such as Extreme 

Programming and SCRUM - as practiced by Telenium - are among the most accept-

ed in the spectrum of different methodologies found in agile development - see Fig. 

5-17. Especially SCRUM is highly important for 50 % of the 183 agile or mixed-agile 

companies questioned, while another 35 % state at least a limited use of the meth-

odology. In the group of completely agile companies SCRUM is given high im-

portance with almost 90% of all study participants, while Extreme Programming is 

highly important to over 30% and seeing limited use with another 35%. SCRUM is 

generally appreciated for teamwork, transparency and customer orientation. Over 

50% off all users rate the methodology overall as excellent, while 93% of all users 

rate it at least as „good“. Extreme programming is especially praised by its users for 

good to excellent overall performance and result quality by over 96% while other 

highlights are teamwork and employee motivation effects. 
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FIGURE 5-17 IMPORTANCE OF DIFFERENT METHODOLOGIES FOR AGILE & MIXED-AGILE 

COMPANIES (KOMUS 2012). 

Another remarkable result from this data is the widespread use of Kanban methodol-

ogy, which usually to be found in lean manufacturing of tangible goods. Although it is 

not a method used by Telenium, it nevertheless hints at a more widespread use of a 

software factory model. 

It is astonishing to compare the differing success rates between classical and agile 

approaches for software projects and developments. From the data presented in Fig. 

5-18 it is evident that agile methods show much stronger performance and yield 

higher likelihood for project success than classic methodologies. Especially remarka-

ble is that over 89 % of the individuals questioned stated an average success rate of 

over 70% of all projects while classical methods only reach half this value with 44% 

of all users stating success rates of 70% or more. Although it is obvious that a large 

variety of methods are used, a clear trend towards SCRUM and Extreme Program-

ming has to be notified. 
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FIGURE 5-18 PROJECT & DEVELOPMENT PROCESS SUCCESS RATE ACCORDING TO METH-

ODOLOGY USED (KOMUS 2012, 108).  

Considering software testing, the aforementioned recent survey by Haberl et al. 

(2012) shows that there is a trend towards more standardized and leaner software 

testing processes in Germany. This is noticeable especially through three details: 

• From 1997 to 2011, the usage of specially trained software testers or test en-

gineers increased from 26% to 77,2%. 

• From 1997 to 2011, the percentage of companies having a dedicated testing 

department increased from 31 to 65,7%. 

• 84,1% of all companies questioned used a dedicated and specialized testing 

system or a testing environment. 

A clear trend towards testing automation is visible although it is stated that there is 

still high potential for improvement. The highest automation grades are shown in unit 

testing with 56,1 % of all companies having automation rates of 70% or more. 
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Software Testing however shows only a low degree of outsourcing with little change 

from 1997 to 2011. Only 15,1% of all companies questioned in 2011 stated that they 

use outsourced testing services, up from 12 % in 1997. 

The study draws the conclusion, that quality assurance and software testing is pro-

fessionalizing and standardizing and there is a strong drive to employ industry stand-

ards as well as trained specialists. 

All in all, agile methodologies are more or less widespread and a growing trend in 

Germany. The users are generally very positive about the achieved results and con-

vinced about the progressiveness of the approach and the satisfied user base is con-

stantly growing. 

  



 

 74 

5.2. RESOURCE-BASED ADVANTAGES OF TELENIUM 

The analysis of the macroenvironment surrounding Telenium and the German IT 

market in combination with the case description delivered a deeper understanding of 

the competitive as well as the sustainable competitive advantages. After understand-

ing the driving forces in the market, now the view has to be resource based and more 

internal. It has to be determined which resource bundles are likely to yield or already 

yield more than just competitive parity. This knowledge will be necessary to further 

stratify the wholesome understanding of the strengths, weaknesses, opportunities 

and threats that will then drive the strategy assessment for this case. The analysis 

will focus however only on those competitive advantages with a direct link to the 

scope of this paper. 

5.2.1. SUSTAINABLE COMPETITIVE ADVANTAGES 

1. Flexibility as an Agile Outsourcing Partner 

The proven capability to adapt to the development and testing processes of their cus-

tomers within agile methodologies is likely to be Telenium’s strongest SCA. The agile 

capability of Telenium in itself is likely to be at least a temporary competitive ad-

vantage. 

Value: 

This firm resource has to be characterized as highly valuable for the German market. 

The technological analysis has proven the acceptance and use of this method in the 

target market. Furthermore, the cost saving and quality enhancing potential of the 

methodology - which has been proven on user side by the surveys analysed in the 

macroenvironmental analysis – gives another insight of the value that agile methods 

are able to create. The existing portfolio of projects and customers should give 

Telenium credibility and should serve as proof of experience and expertise. Further-

more, external capacity can be considered valuable in the German IT market due to 

the eSkills-gap. 
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Rarity: 

The rarity is more difficult to judge than the value of this resource since it is difficult if 

not impossible to measure due to the differences in agile methodologies used and 

the non-transparent market situation of outsourcing companies spread across the 

world. Barney (1991, 106-107) describes, that even if single resources are not rare, 

their combination with other firm resources in terms of financial, human and organiza-

tional capital can render the resource bundle rare. In interviews with customers and 

executive managers of Telenium two arguments for the rarity of this resource bundle 

became manifest:  

First, not many IT services companies have such a long „agile“ history. Telenium us-

es agile methodologies since more than ten years, first extreme programming and 

then SCRUM. For both methods, Telenium was an early adopter and has hence 

gained a lot of experience, both on an organizational level as a management tool and 

style and on an individual level for working methods, procedures and skills. 

Second, many offshoring/outsourcing companies are unwilling to adapt their work 

procedures and hence do not fully integrate into the software production cycles of 

their customers. Telenium has the needed flexibility and a proven concept of adapt-

ing to the methodology of – often much larger – companies.  

Therefore, considering the flexibility Telenium has demonstrated combined with the 

experience in adapting and employing the method, this firm resource has to be con-

sidered at least somewhat rare. 

Imperfect imitability: 

Agile methods are not patent-protected and are as widely learnable as programming 

languages. Many of the methods are taught at universities and diverse institutions 

offer qualifications in agile methodologies. So the basic knowledge and principles 

have to be considered public and in result as imitable.  

Imperfect imitability is derived from the unique historical conditions, under which a 

resource has become available, a causal ambiguity between the resource and the 

SCA or the social complexity of the resource. The social complexity of the methodo-

logical capacity of Telenium combined with the flexibility and experience of employ-
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ment is most likely to render this firm resource bundle imperfectly imitable. Social 

complexity, according to Barney, may be brought about inter alia by a firm’s culture 

and their ability to exploit physical technology (Barney 1991, 107-111). 

Both these factors can be found with Telenium: The company was founded to em-

brace new approaches of programming and managing models of software produc-

tion. The agile methodology though has to be seen as well as an organizational and 

managerial model of IT companies. Early and full-scale adoptions of these principles 

have rendered Telenium an agile company from its roots, which in itself can be con-

sidered as the company culture and hence as not easily imitable. 

As Barney argues, physical technology by itself is typically imitable and can hence 

not be a source of sustained competitive advantage. However, the sustained compet-

itive advantage can be derived in the way the company exploits said technology 

through their socially complex resources. Telenium is likely to achieve this: Dedicat-

ed, long term management staff that has embraced and understood the methodology 

in detail combined with a human resource sourcing policy aimed at creating a flexible 

staff that has a firm grip on the methods and programming languages used increases 

the likelihood of this factor combination being imperfectly imitable. 

In result, the combination of firm resources present with Telenium’s agile methodolo-

gy capacity has to be characterized as only imperfectly and costly to imitate. 

Organization: 

It has to be concluded that Telenium has proven in its history to have this resource 

bundle integrated into their organizational structure. The integration is two-fold: 

The solution-independent approach of Telenium creates the needed organizational 

flexibility and adaptability to fully integrate with the software, tools and methods of 

operation used by the customer. This means, Telenium fits the tools and software 

employed to the customer requirements and will adapt new software or tools if need-

ed to fulfil customer needs. Through independence from suppliers, Telenium has 

avoided to be locked into a specific supplier, even though of course a default set up 

of different solutions is already existent and used within the company and pre-

existing customers. 
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An example for one of the tools used is the work cooperation software – called 

Teamwork – which is specifically designed for agile project management and uses 

most up-to-date collaboration methodology. It is used to coordinate, manage and su-

pervise individual and team efforts. The program is fit for agile project management, 

using the different agile roles, milestones, deliverables and hence helps to properly 

document and organize the capabilities and efforts of Telenium. 

In summary, Telenium’s flexible approach towards the agile methods used by their 

customers has to be seen as a true SCA in their default market and with their pre-

existing customers, since the bundle of resources is valuable, rare, costly to imitate 

and organized for exploitation. The agile capability itself has to be characterized as a 

competitive advantage, which is in itself valuable and rare but most likely not costly 

or impossible to imitate. It has to be observed, how this resource bundle will develop 

in Germany and how the potential from deriving sustained advantages changes. 

Nevertheless, this SCA should be considered a strong point of Telenium in any new 

market. 

2. The sustainable supply of cheap and qualified labour force. 

The macroenvironmental analysis has shown that Telenium is likely to have a com-

petitive and country specific advantage in labour costs compared to Germany. Even 

though already discussed from a comparative perspective between Germany and 

Spain, a deeper understanding of the rarity and in-imitability will bring about new de-

tails. 

Value: 

The supply of cheap and qualified labour force is valuable by itself by any standard of 

definition. This is especially true for a knowledge-based industry as the IT sector. The 

surveys analysed in for the macroenvironmental understanding showed that a high 

percentage of the workforce has a university degree. In combination with the fact, 

that ICT by definition is a more labour- than capital-intensive industry; the cheaper 

access to qualified labour force has great value (Meijers 2008, 241-242). 
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Rarity: 

Low labour costs are not rare; also there are many regions that will have potentially 

lower labour costs than Spain in the long run. The results of the analysis of wages 

shown in Figure 6-5 demonstrate that even within Europe there are cheaper locations 

than Spain for ICT professionals. The question has hence not to be if this firm re-

source in itself is rare but how rare the potential sustainability of low wages is. The 

macroenvironmental analysis of the outlooks of Spanish economy indicate, that in at 

least the medium perspective of 5 years higher-than-average academic unemploy-

ment will prevail. Combined with the high graduation levels and the already low level 

of pay, the wage level of Spain for academics has to be deemed stable if not regres-

sive. Pay levels of potential substitute locations like Poland, Hungary or Czech Re-

public are catching up and are far away from being stable. All indicators point at rais-

ing wages and a booming ICT sector in these countries – confer to figure 6-6 for the 

raising comparative advantages that indicate a growth of location attractiveness in 

these economies and a potential raise in wages in the wake of it. Companies con-

templating outsourcing parts of their ICT work to an EU location might be more inter-

ested in a stable and well projectable yet lower level of wages than bigger momen-

tary savings with the risks of uncontrollably raising wages in the medium perspective. 

Therefore, even though the firm resource of low wages compared to Germany is not 

very rare in the EU-27, the potential sustainability of the current low wage level has to 

be considered rare. 

Imperfect imitability: 

Telenium’s position as a source for sustainable cheap and qualified knowledge work-

force is likely not imperfectly imitable, at least depending on company size. With the 

freedom of the European Union come the common market, the common currency, 

and a common economy and hence the loss of almost all barriers of entry for com-

panies based in member states. This works for Telenium entering the German mar-

ket the same way that a German company can found a fully owned subsidy in Spain 

without facing many market barriers. The potential for German customers to take this 

step increases with company size: Smaller companies are less likely to have or risk 

the resources necessary for such a foreign direct investment.  
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Therefore the sustainable wage advantage as a valuable and rare resource offered 

through Telenium is more likely to be imperfectly imitable for decreasing customer 

size in the case of fully owned subsidies. However, Telenium of course has competi-

tion from companies offering outsourcing services with a software factory model on-

shore in Germany and near shore in Eastern Europe. Through the massive boom of 

IT nearshoring activities in Eastern European countries, wages are on the hike while 

still being lower than in Spain with a high probability of retaining the advantage at 

least in the medium perspective. However, as mentioned before, Telenium has de-

veloped an agile company culture and history that gives employees a most likely 

unique advantage over the human resources of other competitiors. 

Organization: 

Telenium has grown a pool of expertise both of freelance and permanent employees. 

Through the aforementioned use of the „Teamwork“ software for collaboration, physi-

cal presence in the office is not necessary permanently. Through long-term experi-

ence and a well-kept network Telenium can quote fixed prices to their customers and 

guarantee the required level of employee expertise to get the job done. Recruiting is 

done either through online networks or through the academic connections of the ex-

ecutive staff in cooperation with Madrid universities. A B2 level of English is a hiring 

precondition since 2010 to prepare the company better for international collaboration 

and communication. All in all, the sustainable low wage, as a work resource has to 

be deemed as organized and used by Telenium. 

The firm resource of sustainably cheap and well-qualified workforce therefore at least 

fulfils three preconditions of an SCA – value, rarity and organization – and therefore 

has to be characterized as an at least temporary competitive advantage with the po-

tential to grow into a sustained competitive advantage, depending on economic de-

velopment both in Spain and the Eastern European locations competing. 

5.2.2. OTHER RESOURCE-BASED ADVANTAGES 

The factor of legal protection offered by the European Union could both be seen as a 

factor of competitive parity within the EU and a potentially sustainable competitive 

advantage of EU locations towards non-EU locations. Software development and 

testing is knowledge-based work with largely intangible assets.  
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Generally, intangible assets are deemed to be less easy to duplicate, but also that 

afforded protection through the legal system of property rights has downsides and 

does not offer unlimited protection (Fahy 2002, 64). However, it has to be assessed 

that the legal protection offered for members and by members of the European Union 

is more valuable than the protection in other constellations. In the scope of this pa-

per, German software producing companies would find comparable legal protection 

within all member states while potentially running into higher risks for their intellectual 

property in classical far offshoring locations like India or Vietnam. Therefore, even 

since this resource is valuable and costly to imitate outside of the EU, it is common 

among the members and hence not rare. 

The aforementioned three to four temporary advantages have strategic value never-

theless and should be seen as pivotal points for the marketing strategy in the Ger-

man ICT market. 

Resource Valuable? Rare? Costly to 

Imitate? 

Organized 

Properly? 

Competitive Implica-

tions 

1) Flexibility of 

Approach 

Yes Yes Yes Yes Sustained Competi-

tive Advantage 

2) Sustainably 

cheap labour 

Yes Yes No/Yes Yes Sustained/ Tempo-

rary Competitive 

Advantage 

3) Agile Capa-

bility 

Yes Yes No Yes Temporary Competi-

tive Advantage 

4) Economic 

Labour Force 

Yes Yes No Yes Temporary Competi-

tive Advantage 

5) Legal Pro-

tection 

Yes No/Yes No Yes Competitive Parity 

FIGURE 5-19 RESULTS OF THE VRIO ANALYSIS 
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6. RESULTS 

6.1. OPPORTUNITIES AND THREATS 

The macroenvironmental analysis helped to cast a light on the general situation of 

the German IT market in contrast with some elements of its Spanish equivalent - but 

how do these factors translate into country-specific advantages, opportunities or 

threads to Telenium’s market entry strategy? This chapter of the thesis will try to 

shed a light on this external part of the SWOT-analysis, which will form the centre for 

the strategy assessment as the final goal of this paper. 

6.1.1. OPPORTUNITIES 

1. Qualified IT workforce is rare in Germany while abundant in Spain.  Labour 

costs for high-skill white-collar work in IT is sustainably cheaper in Spain. Cost 

and lack of local talent are seen as strong drivers for outsourcing in Germany. 

Deriving from the economic and social factor analysis, the gap in economic develop-

ment and the resulting outlook on the work market between the IT industry in Ger-

many and Spain forms a very strong opportunity for Telenium.  

 

FIGURE 6-1 TOP-3 OUTSOURCING DRIVERS (IT SOURCING EUROPE 2011). 
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This situation was stratified through the e-skill shortage in Germany as well as the 

almost full employment for academics in Germany while Spain scores amongst the 

highest worldwide for academic unemployment. This situation suggests a macroenvi-

ronmental country-specific advantage for Spain as a potential white-collar offshoring 

location from a German perspective. The sustainability of the Spanish labour cost 

advantage is given in the medium perspective through the bleak outlook for the 

Spanish economy on the one side and the continuous strong growth of the IT sector 

in Germany and subsequently the growth wages for regular employees. In combina-

tion with the strong growth of the rates for freelance work this will potentially lead to 

an even wider divide in labour costs between the two countries at least in the medi-

um perspective.  

 

FIGURE 6-2 TOP-3 FACTORS PREVENTING OUTSOURCING (IT SOURCING EUROPE 2011).  

The Pan-European IT Outsourcing Intelligence Report by IT Sourcing Europe (2011) 

proves that labour costs and skill shortage are two main drivers for outsourcing in the 

German IT sector. While cost reduction is the strongest driver, the shortage of do-

mestic resources with over 40% of all answers gives another strong indication of the 

widening gap between e-Skill supply and demand in Germany. 
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Hence, it can be deducted that this factor combination of macroeconomic indicators 

and lack/abundance of labour between the two countries forms a strong opportunity 

to be considered for the marketing strategy of Telenium. 

2. Agile Methodology is popular and commonplace in Germany. Demand for out-

sourcing partners with agile experience and flexibility to adapt to customer 

processes and procedures is likely to be present in the market. The typical ag-

ile company might be more willing to outsource than companies using classi-

cal methods. 

The technological analysis shows how popular, widely accepted and successful agile 

methods are in Germany. However, this part also proved the variety of different types 

of methods used. In combination with the aforementioned e-Skills gap this will lead to 

a potential opportunity for Telenium, since it is highly likely that there is demand for 

agile outsourcing partners with certain methods in particular. Especially in the context 

of the data presented in Fig. 6-2, agile methodologies are designed per default to 

maximize transparency, standardize communication and create better teamwork. 

Hence, the method aims at maximizing project control and stratifies execution and 

customer satisfaction. Furthermore, it can be deducted that potential customers, who 

successfully implement such agile methodologies understand the potential of modu-

larity and integration of partners that are generated.  

In conclusion, agile companies in comparison to those using classic methodologies 

might be more willing to outsource for two reasons: First, as mentioned above, mod-

ern project management approaches combined with iteration and standardized 

communication generates visibility for all project participants and portability of parts 

of the project.  

This is also supported by Mejier (2005, p. 242) who state that  

„Local IT service companies may be employed; this is favoured by open and 

standardized interfaces and may also lead to stronger competition in the coun-

try of origin in the subsequent state.“  

A derivate from this is the conclusion, that labour rich countries – such as Spain 

proves to be – benefit from supporting open standards. 



 

 84 

Second, companies using classic methodologies often use their own specialized and 

proprietary approach, which might be hard or even impossible to adapt for a potential 

partner. The proprietary standards of many companies are often seen by them as 

sustainable competitive advantages and hence they protect the inimitability of these. 

Agile methodologies are more standardized and hence easier to adapt, allowing a 

potential partner to integrate far more easily into the existing processes of a custom-

er. 

3. The average size of agile companies in Germany increases the likelihood for 

outsourcing rather than own-subsidiary offshoring. 

As the technological factor analysis above indicates, the average agile company in 

Germany has between 1 and 100 employees and between 10 and 50 mln. € annual 

turnover. Bigger companies up to 1000 employees often use agile methods as well, 

while much larger corporations often use their unique or classical approaches in 

Software Development. The conclusion from these averages is, that the potential for 

outsourcing rather than founding a self owned and operated subsidiary offshore is 

higher for the typical agile company. This drives from the economic implications and 

high risks as well as the high initial costs of foreign direct engagement in an offshore 

location for small/medium enterprises. Larger, potentially already multinational corpo-

rations will potentially perceive lower nominal risks when founding subsidiaries. The 

average agile company will have a high threshold for making a foreign direct invest-

ment that might potentially endanger their existence if it fails. Additionally, many 

companies will simply lack the resources to start-up own subsidiaries in regions with 

a combination of country-specific advantages that would in the result be more benefi-

cial than finding an independent outsourcing partner in that region. 

As a result, the offers of independent partner companies for IT outsourcing will be 

more attractive for the potential customer segment in the German IT market than 

other outsourcing possibilities. 
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4. Spain as a member state of the EU offers excellent nearshoring opportunities 

in terms of labour law, protection of intellectual property and level of English 

as a lingua franca.  

As the political and social analysis showed, there are no country-specific borders and 

a common market between Germany and Spain. There are no boundaries for the 

mobility of services or workforce, furthermore national laws tend towards homogeni-

zation and created a zone of almost legal equality in every aspect of business. Other 

than many other offshoring locations, Spain hence offers a comparable or even 

stronger protection of intellectual property and industrial knowledge aside of patents. 

When considering the top-three factors keeping German IT companies from offshor-

ing, the fear of losing control over intellectual property ranks second as Fig. 6-2 

shows. 

Germany has a medium-high level of English with a tendency towards higher capaci-

ty in technological sectors. This makes it likely that potential customers are able to 

communicate properly on an operational level and adds to the opportunity, that the 

German IT market offers for Telenium. 

Nearshoring as a way of creating offshoring advantages regionally can be seen as a 

growing trend. Fig. 6-3 shows a strongly positive opinion for on- or nearshoring in 

Germany where it ranks as the number one impression among the participants. Fur-

thermore, the generally positive opinion on outsourcing is shown. 
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FIGURE 6-3 TOP-3 IMPRESSIONS OF OUTSOURCING (IT SOURCING EUROPE 2011).  

Nearshoring also shows to be more popular than onshoring in Germany. As Fig. 6-4 

indicates, nearshoring takes the first rank. These results also further hint at potential 

problems to find adequate resources to adequate costs onshore in Germany. 

 

FIGURE 6-4 NEARSHORING VS. ONSHORING VS. OFFSHORING (IT SOURCING EUROPE 2011). 
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6.1.2. THREATS 

1. Threat of substitution: Other offshoring locations – even within the EU-27 – 

might be more attractive in terms of wages and specialization. The Spanish 

Economy might suffer from a comparative disadvantage for the production of 

ICT goods. 

Spain has a cost advantage of about a third lower wages than Germany in ICT pro-

fessions and an abundance of workforce to sustainably grant to keep the level of pay 

at least in the medium perspective of the next five years. But how does the rest of 

Europe and classical ICT offshoring locations like India and Vietnam do in terms of 

pay?  

 

FIGURE 6-5 RELATIVE WAGE DIFFERENCES PER IT ROLE COMPARED TO SPAIN (PAYSCALE 

INC 2013). SEE ANNEX 9.4 AND 9.5. 

The threat manifests from the data presented in Fig. 6-5. Other countries that enjoy 

the same legal freedom and protection through the European Union as Spain offer 

potentially cheaper workforce. 
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Especially the classical nearshoring locations east of Germany like Poland, Hungary, 

Romania and Czech Republic show lower wage levels. Classical IT offshoring loca-

tions outside of the EU such as India and Vietnam are still very cheap.  

The cost differences have to be considered a strong threat to Spain in terms of being 

an outsourcing location. 

 

FIGURE 6-6 RCA IN ICT GOODS FOR SELECT OECD COUNTRIES 1996-2008 (OECD 2010). SEE 

ANNEX 9.6. 

How specialized are the economies of these potential threats on the production of 

ICT goods and services?  

Data from the OECD Information Technology Outlook 2010 report can give an indica-

tion on the specialization through the comparison of the revealed comparative ad-

vantage first described by Bela Balassa (1965). In this method, an index is formed 

that expresses the relative advantages or disadvantages of a specific country in rela-

tion of the local export production of certain goods (𝐸!") in comparison with a group of 

all exported goods from that country (𝐸!")  and in comparison of the quota of exporting 

these specific goods (𝐸!") to all exported goods of a group of countries (𝐸!").  
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The description gets clearer looking at the formula for the revealed comparative ad-

vantage: 

𝑅𝐶𝐴 =

𝐸!"
𝐸!"

𝐸!"
𝐸!"

 

Therefore, an RCA of over 1 shows a sectorial specialization of a country in these 

specific goods compared to the peer group of countries. An index below 1 indicates 

the opposite. 

Here, in Fig. 5-6, the RCA of select member states of the OECD for the export of ICT 

goods is presented. This includes the export of all ICT related goods and services 

and the average of all OECD members serves as base index of 1. Therefore, the 

graphic representation delivers an impression of the specialization on ICT-related 

exports of a country in comparison to its peers. Unfortunately, data was only availa-

ble as recent as 2008 and only for a select few countries. However, three things are 

striking from this graph: 

• Spain has an overall low specialization of ICT related exports. 

• Hungary and Czech Republic’s specialization skyrocket. Poland is catching up 

rapidly. 

• Europe’s classic IT outsourcing location Ireland is loosing its edge. 

Spain shows a comparable specialization for the export of ICT with Italy and Greece 

with an RCA score of around 0,3 without much ups or downs since 1996. Specifically 

interesting here is that Spain's neighbour Portugal shows a much higher revealed 

comparative advantage of around 0,74.  The low score of Spain has two impacts, the 

first being the lower attractiveness for ICT companies on a macroeconomic level and 

the second being the lack of attractiveness of the industry on a national level. The 

first is caused by an apparently low level of importance of projects, companies and 

products in ICT worth exporting from Spain. The second is a result of the first, since 

most individual companies and the industry in Spain as a whole might lack the cha-

risma and reputation to attract and retain the top talents. The effect of both impacts 

might be a vicious circle that will take major efforts to break on a macroeconomic 

level. 
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The classic nearshoring locations for German ICT companies – Poland, Czech Re-

public and Hungary - are showing much stronger comparative advantages than 

Spain, with Hungary taking the leadership of all compared countries with a score of 

2,52 and all of these three locations showing strong trends towards further gains of 

comparative advantage.  

Wages are lower in all these locations, even though Hungary and Czech Republic 

are catching up to wage levels in Spain rapidly. In comparison with Spain, all of them 

have the disadvantage of non-membership in the Economic and Monetary Union of 

Europe and hence are not using the Euro as common currency of payment, wages 

are paid in the respective local currencies. This is in so far a risk or disadvantage for 

companies outsourcing to these locations, since these local currencies do not have 

fixed exchange rates to the Euro, but rather are in free float. This risk will prevail at 

least in the medium perspective: All three countries will eventually introduce the Euro 

as their currency, but none of them is likely to do so before 2015 or even 2018. 

Ireland on the other hand seems to lose its edge both in wages and in comparative 

advantage over the last few years. Levels of pay are up and the RCA is shrinking. 

The once famous near shoring locations for large ICT companies – for instance Dell 

or IBM – seems to have lost a lot of its former advantages. 

In summary, it has to be concluded that there is a strong threat of substitution by oth-

er EU locations, especially considering the drivers of outsourcing in Germany (see 

Fig. 6.1). Telenium as a Spanish company will have to find a hedging strategy in or-

der to diversify from the risk imposed by the comparative disadvantages suffered on 

a nation level and cope with the lower-than-average reputation for ICT exports. 

2. Spain has a very limited pool of German-speaking professionals. Germany 

has a limited pool of Spanish speakers. The lack of cultural understanding and 

the fear of hidden agendas as well as hidden actions might impede business 

relationships. 

Communication between customer and supplier is essential in any business. As 

shown in the social analysis, only 1% of the Spanish general population speaks 

German, while about 3,6% of the general population of Germany speaks Spanish. 

This combination has two relevant outcomes.  
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One is the low likelihood that Telenium would be able to hire German-speaking 

Spaniards for projects in the German market and the other one being the resulting 

low likelihood that one of the two parties can communicate with the other one in their 

mother tongue. As a result, a high reliance on the English language as a lingua fran-

ca will be necessary.  

The use of English, which is then potentially the second language for both parties, 

will form an additional barrier for trust and mutual understanding that has to be con-

sidered in this case. German customers might fear the potential for high transaction 

costs resulting from mislead or bad communications. Poor communications with the 

offshoring partner are the main issue in Germany, as Fig. 7 shows. The marketing 

strategy will hence have to account for methods, procedures and gestures that avoid 

suspicion and distrust and aim at creating an open and honest atmosphere even 

though both parties will potentially have to rely on a language that is not their mother 

tongue. 

 

FIGURE 6-7 TOP-3 OUTSOURCING CHALLENGES (IT SOURCING EUROPE 2011).  
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3. German IT companies might doubt the training, qualification, expertise and up-

to-dateness of Spanish IT companies and their workforce. Spain’s qualities as 

an offshoring location are widely unknown and underestimated in Germany. 

The German IT industry has a high quota of academics and knowledge workers with 

university background and is among the most innovative and attractive IT sectors 

worldwide.  

Additionally, the Spanish IT sector is much smaller –only reaching about 11 % of the 

German sector turnover - and only a few well-known companies are rooting from the 

Iberian Peninsula.  

Therefore, German customers or single employees of them might have the precon-

ception of Spanish IT personnel and companies being less qualified, delivering lower-

than-standard quality or lacking up-to-dateness in terms of methodologies, technolo-

gy and standards employed. Furthermore, Spain will lack the perception of a creative 

hub or talent base, since it is not a classic offshoring country for German companies, 

in the IT sector or otherwise.  

The data presented in Figure 6-7 reveals that poor change management and poor 

project management are the two big challenges in outsourcing IT work in the view of 

German IT outsourcing customers. In conclusion, Telenium will have to assure a 

proper and clear communication of their qualification and make it easy for potential 

customers to assess the quality and up-to-dateness of their work approach as well as 

their ability to perform up to German standards. 
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6.2. STRENGTHS AND WEAKNESSES OF TELENIUM 

6.2.1. STRENGTHS 

Low Cost Position compared to Germany 

The analysis of sustainable competitive advantages suggests, that Telenium at least 

has a competitive advantage in terms of labour costs compared to Germany. Fur-

thermore, the research suggests the sustainability of the wage level due to the cur-

rent recession in the Spanish economy. Telenium can offer a programmer – depend-

ing on the qualification demanded - for a daily charge of around 400 € for 8 hours of 

work. A German freelancer would cost a German company around 600 € for the 

same period (see Fig. 5-4), so there is a cost saving potential of 33,3% for compara-

ble work, qualification and experience. Flexible contract terms assist in creating a 

capacity asset for the customers that is available more or less on demand with pre-

set qualifications and fully able to integrate into the on-going production process. 

Costs, besides communication and service specificity is one of the core drivers for 

successful outsourcing. 

Agile Manufacturing Capability 

Telenium has the tools, the processes, the staff and the company culture to flexibly 

create a complete workbench for customers working with agile methods, assisting 

them as a software factory. Through certification, willingness to adapt processes to 

the standards of their customers and the experience of working with tier-one multina-

tional customers, Telenium can offer a package and service specificity that is unique 

or at least hard to find with other outsourcing companies. Agile methods are in high 

demand and Telenium has set out early to stratify their own agile capacities to serve 

as a software factory for others. The capability is known within Telenium’s business 

network and has helped to build Telenium’s credibility as a capable IT services pro-

vider. 
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Service Quality 

Through certification and the application of internationally recognized standards, 

methods and tools, Telenium is able to guarantee performance for all the offers. Ad-

ditionally, through the country-specific advantage of being situated within the EU, the 

research has shown a bundle of benefits, legal securities and simplifications for the 

interaction between Telenium and potential German customers. Telenium, as an in-

ternet-native company has incorporated modern means of communication and pro-

ject management, to not only ensure excellence in production but also collaboration 

quality. 

6.2.2. WEAKNESSES 

Potentially low cultural proximity might lead to higher transaction costs with Ger-

man companies. Telenium has no German natives or German-speaking employ-

ees. 

Although the low cultural proximity between Germany and Spain could also be de-

fined as a threat driven by the macroenvironment – confer to chapter 5.1.3 - rather 

than a resource-based weakness, it should be considered as an internal weakness, 

since cultural understanding could be amended through hiring German natives or at 

least German-speaking employees. A lack of cultural understanding might have two 

impacts:  

As the results of Hofstede’s research indicate, differences in culture lead to manage-

rial challenges to coordinate teamwork. Telenium aims to integrate fully into the soft-

ware creation processes of their potential German clients and therefore is dependent 

on the best possible interaction. Furthermore, the management task required of 

translating between cultures and different perceptions of power distance, individual-

ism and most importantly uncertainty avoidance that is per default existing between 

German and Spanish culture, is potentially growing even more difficult when both 

sides are required to use English as the lingua franca of communication. 

The second impact is the potential hike in transactional costs. A transaction occurs 

when a good or service is transferred across a technologically separable interface, 

and the friction of transferral can be described as transactional costs.  
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In the concept of transaction costs, every interaction between organizations, within 

organizations and between organizations and a market that require transmission, 

translation or conversion induces transactional costs of some kind by default. The 

approach follows the assumption of neoclassical economics, that human agents are 

subject to bound rationality and the assumption that at least some agents are acting 

opportunistic. The analysis of transaction costs is the analysis of the trade-offs be-

tween economies of production and the governance costs incurred through gaining 

production cost advantages. Transactions have to be rated for three attributes: fre-

quency, uncertainty and asset specificity (Williamson 1981).  

In this case, the lack of cultural proximity as well as the lack of (native) language ca-

pacities has to be seen as additional frictions for the potential interaction with Ger-

man customers that are likely to hike up the transactional costs for both sides. Given 

that software production is a knowledge-based and teamwork-oriented occupation, 

the specificity of language can be assumed as quite high due to the peculiarity of 

technical vocabulary and needed level of expression. Furthermore, language is the 

basic building block of all the communication between Telenium and their potential 

German customers; therefore the frequency of transaction has to be considered ex-

tremely high. The uncertainty of these transactions is high if the level of language is 

not high. All in all, the potential transactional costs through the lack of cultural and 

literal understanding in mother tongue have to be rated as high, frequent and uncer-

tain. Higher transactional costs lower the attractiveness of the offers of Telenium and 

have hence to be considered as a potential weakness for the strategic assessment. 

Limited Business Connections into the German IT market and limited market 

knowledge and commitment might hamper the efforts. 

Telenium is situated within a network of multinational corporations. However, only 

very limited business network links to Germany could be established so far. As a late 

starter of internationalization in regard to the network model (see chapters 3.1.8 and 

4.4) this has to be regarded as a weakness in the German market scenario. As Amal 

et al. (2009) argument, the business network should be the key driver for the interna-

tionalization of SMEs together with entrepreneurial pro-activeness. Telenium shows 

strong pro-activeness with their niche approach, but only shows very limited connec-

tions to German companies so far.  
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The recent acquisition of Success Factors through SAP, the largest German software 

company might however enhance the situation in the medium perspective. 

 

FIGURE 6-8 TOP-3 IT OUTSOURCING PARTNER SEARCH TACTICS (IT SOURCING EUROPE 

2011). 

The data presented in figure 6-8 proves further the importance of network conditions. 

In all German-speaking countries, reference from peers or partners is the number 

one reason for the selection of outsourcing partners. 

In the Uppsala model of internationalization (see chapter 3.1.7) where internationali-

zation is driven by two dimensions - market knowledge and market commitment - 

Telenium still lacks in both aspects to fully embrace the possibilities of the German IT 

market. This thesis will help to improve the market knowledge, but the market com-

mitment, for instance through hiring an experienced agent for the German market, 

still has to be rated as low. 
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6.3. THE TOWS MATRIX FOR TELENIUM 

Following the framework of a TOWS matrix first proposed in this form by Weihrich 

(1982), this model helps to couple the strengths and weaknesses with the opportuni-

ties and threats in order to form strategic options. The TOWS matrix as shown in Fig. 

6-9 can be regarded as one of the main outputs of this thesis. Telenium has to lever-

age their strong positions with the opportunities the macroenvironmental analysis 

revealed. Weaknesses have to be hedged and strength-threat combinations will have 

to be subject to a catch up strategy. 

 
 

TOWS Matrix for Teleni-
um in the German IT 

market 

Strengths 
• Low Cost Position 
• Agile Manufacturing Ca-

pability 
• Service Quality 

Weaknesses 
• Low cultural proximi-

ty and no language 
capacities 

• Limited Business 
Network Connec-
tions 

Opportunities 
• Demand for qualified 

workforce in Germany 
• Popularity of Agile 
methods 
• Average size of agile 
companies 
• Legal Benefits of EU 

SO Strategies 
• Offer Flexible Agile Soft-

ware Factory Capacity in 
Madrid 

• Niche Strategy for SME 
support 

WO Strategies 
• Enhanced Network-

ing Activities 
• Higher Visibility of 
Methods and Com-
petences 

Threats 
• Threat of substitution 
• Lack of supply of Ger-
man-speaking profes-
sionals in Spain 

ST Strategies 
• Focus Strategy: Agile 

workbench with cultural 

proximity and perspective 

 

WT Strategies 
• Enhanced Network-

ing Activities 
• External Expertise 

FIGURE 6-9 TOWS MATRIX FOR TELENIUM IN THE GERMAN IT MARKET 

The following detailed description of the strategic recommendations for the specific 

situation in the Telenium case are divided by the four different strategic conditions: 

Develop, Catch Up, Hedge and Avoid. 
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6.3.1. SO STRATEGIES: DEVELOP 

Offer Flexible Agile Manufacturing Capacity in Madrid 

The macroenvironmental analysis as well as the resource analysis has shown both 

the internal capacity and the external market demand for the services that Telenium 

offers. The combination of strength and opportunity has to be developed further and 

should be the key driver for the approach towards the German ICT market. Both the 

project-oriented approaches as well as the software-factory model are sought after in 

Germany, as the data in Fig. 6-10 suggests, even though project-oriented approach-

es still are more popular. Telenium has the broad toolset and the proven capacities to 

interact flexibly with different operational models and can integrate into pre-existing 

processes. In the light of high workforce demand in Germany and the popularity and 

satisfaction of agile methods in software development, this is a clear strategic chance 

that has to be further developed. 

 

FIGURE 6-10 TOP-3 IT OUTSOURCING ENGAGEMENT MODELS (IT SOURCING EUROPE 2011). 
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Niche Strategy for SME support 

The macroenvironmental analysis has provided a good rendering of the target audi-

ence of Telenium in Germany: SME with around 100 employees and an annual turn-

over of up to 100 mln. €. The research of software producing members of BITKOM 

resulted in the conclusion that there are a few dominant software-producing compa-

nies, but many more SMEs, which form the true core of the German software-

producing market (see appendix 9.2). These companies are firstly most likely to suc-

cessfully use agile methodologies and are secondly probably too small to successful-

ly engage in captive offshoring. However, these companies nevertheless are likely to 

have an interest to shorten their value chain by outsourcing certain capacities, since 

the German ICT sector is booming and they are potentially focusing on core value-

added activities to increase productivity and competitiveness. Therefore, SMEs as 

the target audience for the niche strategy of Telenium as an agile near shored soft-

ware factory have to be considered a strategic option worth developing. 

6.3.2. WO STRATEGIES: HEDGE 

Enhanced Networking Activities 

Both the resource-based view and the macroenvironmental analysis have shown that 

German IT companies are most likely to engage with outsourcing partners via their 

already existing business network. Methods like solicitation and online marketing of 

offers seem to show little effects. Telenium has weaknesses in their business net-

work to Germany. Therefore, a strategy to improve this condition has to be devised. 

There are two approaches possible to solve the weakness and use this opportunity: 

The internal approach aims at researching, mapping and better understanding of the 

existing network to discover, revive and maintain possible business connections into 

the network. In SMEs, entrepreneurs mostly fulfil the network brokerage role best 

and usually have the highest importance in the forming process of business networks 

(Kirkels und Duysters 2010). Therefore, an internal strategy would be to research 

potential business connections with German IT SME entrepreneurs. 

The external and more pro-active approach would be to research the business hubs 

for software-producing SMEs and how to generate business contacts from these 

hubs. Hubs could be fares, meetups, conventions or other formal or informal events. 
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Hamil and Gregory (1997) argument, that business networks help to bridge the psy-

chic distance between a company and the foreign market. Through better networking 

strategies, Telenium is hence likely to reduce the psychic distance to the German 

market. 

Higher Visibility of Methods and Competences 

Telenium has to establish credibility for its services to better their network connec-

tions. Networks help to establish credibility (Amal and Freitag Filho 2009, 611), but 

therefore networks have to be established in the first place. To aid the credibility 

building, a higher visibility and accessibility of information about the methods, 

experiences and competences of Telenium has to be available to potential 

customers. As Fig. 6-8 shows, online research is the second most popular choice for 

researching potential outsourcing partners. Hence, the presence of Telenium on the 

Internet should be available in German and specifically state the concepts and 

methods that make Telenium strong and special in their niche. 

6.3.3. ST STRATEGIES: CATCH UP 

Focus Strategy: Agile workbench with cultural proximity and perspective 

Telenium cannot beat far offshoring locations in India or Vietnam, at least not in 

terms of direct labour costs. However, Telenium can most probably beat them with 

the quality and structure of the approach as well as with their long experience in agile 

methods. Furthermore, the membership in the common EU market will play in 

Telenium’s favour. Beating classical near shoring locations within the EU in Poland, 

Czech Republic, Hungary or Romania becomes however more challenging. Telenium 

will have to develop skills and expertise in how German companies work and inter-

act, in order to create a better cultural proximity than potential competitors. Addition-

ally, the quality of labour combined with the long-term perspective of low labour costs 

are likely to deliver strong arguments in favour of Telenium’s offers. The agile work-

bench as a niche for the German market is likely to work, since both the methodolo-

gies and the knowledge-work capacity offered are in high demand, as the macroenvi-

ronmental analysis demonstrated. 
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6.3.4. WT: STRATEGIES: AVOID 

The combination of weaknesses and threats are so-called double risks and should be 

avoided by the company. 

External Expertise 

The lack of cultural proximity and the lack of German speaking capacities within 

Telenium are potentially lining up with the scarcity of German and Spanish speaking 

IT professionals. Generating cultural proximity has to be considered a top diversifica-

tion opportunity for Telenium from other near-shoring locations and companies in the 

EU. 

Since hiring German and Spanish speaking IT experts could prove difficult for 

Telenium, external expertise in form of an external agent or agency that could guide 

Telenium towards creating better business connections in the German market could 

be an option in the medium perspective, after the research of the existing business 

network has been carried out. Although potentially costly initially, professional assis-

tance to help weaving an own network in the market might prove worth it. 
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7. IMPLICATIONS AND FURTHER RESEARCH 

This paper has developed some counter-intuitive insights into the sphere of agile IT 

outsourcing in Germany and potentials for Spanish companies such as Telenium. 

Most striking is the role that the economic recession in Spain plays in this context. 

The high unemployment combined with an underperforming economy with a bleak 

outlook on recovery in the next few years pose severe threats to the economy as a 

whole, nevertheless the research has shown, that this can also serve as a chance 

and as a niche for companies with offers like Telenium. Spain as a member of the EU 

enjoys all benefits as the other members such as the common market, freedom of 

movement and legal protection. In combination with an abundance of highly trained 

academic workforce and a stable to declining average wage, this factor bundle has 

the possibility to form a country-specific sustained advantage for Spain. There is a 

possibility that Spain will become a viable destination for knowledge-based outsourc-

ing within the European Union. It has yet to be seen if and how far the corrective 

mechanisms of the common EU market will play out – and if the Spanish economy 

will benefit from it. So far it can only be deducted, that at least certain companies will 

be able to use this factor combination in their favour. Further research on the impact 

of declining wages in one part of the common market with a boom in employment 

and a lack of qualified workforce in another will be necessary. 

Additionally, the impact of cultural proximity and cultural specificities on teamwork 

abilities in knowledge-based industries such as software development prove to be a 

topic of interest. It has to be seen, in how far modern teamwork methods like SCRUM 

impact transaction costs between cultures and in how far they will change outsourc-

ing in the IT market. 

As the research has shown, the network model is probably the most useful tool for 

the internationalization in small-medium enterprises. Through fully researching the 

business network and thus transferring it from the level of implicit and personal 

knowledge to explicit knowledge that the company might be able to exploit, different 

paths or new internationalization options may appear viable. Again, Telenium might 

be able to find more connections for new business network contacts in Germany. 
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9. APPENDIX 

9.1. EXERPT OF WAGE STATISTICS 

 

FIG. 9-1 EXCERPT OF WAGE STATISTICS 2013. PRE-TAX MONTHLY INCOME MARKED 

(STATISTISCHES BUNDESAMT 2013, 119). 
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9.2. GERMAN SOFTWARE PRODUCING COMPANIES, MEMBERS 

OF BITKOM 

Name Category Description 

Multi-

na-

tional 

Head 

Count 

Turno-

ver in 

M€ 

DATEV eG SW House 

Products for Taxa-

tion, Auditing and 

Law No 6269 731 

Software AG SW House & Integrator 

Products for BPA & 

SAP Yes 5500 1098 

Bechtle AG 

SW House, Integrator & 

Managed Service Provider 

E-Procurement, 

Product Manage-

ment, Managed 

Services, Cloud & 

Outsourcing Yes 3970 1995 

Compugroup Holding SW House & Integrator 

Products for 

eHealth Yes 3321 396,56 

Fiducia IT AG SW House & Consultancy 

Products for Bank-

ing, Finance & 

Accounting No 2457 649 

BTC AG SW House & Integrator 

BPM Business 

Infrastructure Inte-

grator for Energy & 

Automotive Yes 1800 176,1 

GAD SW House 

Products for Bank-

ing No 1754 412 

Comparex AG SW House & Consultancy 

Healthcare Man-

agement Software, 

CMS, DMS, Retail 

Solutions Yes 1700 760,1 

PSI AG SW House & Integrator 

Products for Manu-

facturing, Logistics 

& Supply Chain Yes 1491 169,5 
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COR & FJA SW House & Implementor 

Products for Bank-

ing & Insurance Yes 1174 135,2 

Nemetschek SW House 

Products for CAD 

& Building Infor-

mation Modeling No 1173 164 

Vector Informatik 

GmbH 

SW House & Hardware 

Provider 

SW & Components 

for electronic sys-

tems in automo-

biles Yes 1000 119,6 

Materna GmbH IT Consultancy & Developer 

Development of 

ERP & Data Man-

agement Systems, 

IT Consulting Yes 943 102,2 

Abas Software AG SW House & Integrator 

ERP and eBusi-

ness Developer & 

Integrator Yes 750 70 

Orga Systems SW House & Integrator 

Billing Systems for 

Telco and Energy 

Providers Yes 670 76,1 

PTV Group SW House & Implementor 

Traffic Simulation 

Software Yes 654 82,1 

Seven Principles AG IT Consultancy & Developer 

 Business Com-

munication Infra-

structure Devel-

opment, Testing No 637 98,9 

Seeburger System & SAP Integrator 

B2B Integration & 

Managed File 

Transfer Yes 500 81,4 

Nero AG SW House 

Consumer Multi-

media Software Yes 500 50 

DMI GmbH & Co. KG SW House 

Patient Data 

Archieving Solu-

tions No 500 
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TELBA AG SW House 

Telco, Data-

Management ECM 

& Security  No 500 62,3 

Werum Software AG SW House 

Manufacturing 

Execution Systems 

for Pharma and 

Biotech, Test Data 

Management Yes 480 35,3 

Intershop Communi-

cations SW House 

E-Commerce Plat-

forms No 470 49,1 

proALPHA SW House & Implementor 

ERP System Pro-

vider Yes 464 50,7 

Sitecore SW House 

Customer En-

gagement, Web 

Content Manage-

ment, Digital Mar-

keting Yes 425 45,8 

Schleupen AG SW House 

ERP System Pro-

vider No 393 59,1 

Conet Technologies 

AG SW House & Consultancy 

ECM, Coworking 

Solutions, DCM, 

eRecruiting Solu-

tions Yes 368 57,6 

msg Gillardon AG SW House & Consultancy 

ERP, BI, CRM, 

Accounting & 

Banking SW No 367 48,2 

RIB Software AG SW House & Implementor 

CAD, PM and e-

Business Software Yes 350 32,8 

Personal & Informatik SW House 

HR Software for 

SME No 331 70,6 

BITMARCK Software 

GmbH SW House & Consultancy 

IT Security, BI, 

ECM, Data Man-

agement SW No 330 65,6 
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USU Software AG SW House & Integrator 

KMS, Business 

Service Monitoring, 

IT&Service Man-

agement Software No 316 45,6 

SOPTIM AG SW House & Integrator 

ECM, BI, ERP for 

Energy Providers No 300 26,1 

SIV AG SW House & Integrator 

ERP System Pro-

vider for Energy 

and Communal 

Service Providers Yes 300 28,9 

secunet Security 

Networks AG SW House 

Data Security 

Software, Cryptog-

raphy Yes 276 55,6 

CAS Software AG SW House CRM Software No 250 39 

DIRAK GmbH 

SW House & Hardware 

Provider Security Software Yes 242 42,1 

BetaSystems AG SW House 

ECM, Data Man-

agement, Access 

Management Yes 242 41,6 

GWS GmbH SW House 

ERP System Pro-

vider No 238 33,1 

Iso Software Systeme 

GmbH SW House & Consultancy 

Airline, Airport, 

Automation & Au-

tomotive SW Yes 230 20,3 

d. velop AG SW House 

Document Man-

agement, Archiv-

ing, Workflow & 

BPM Software Yes 206 17,6 

Recommind GmbH SW House 

Document Man-

agement, Archiv-

ing, Search En-

gines No 200 1,84 

Data Experts GmbH SW House & Consultancy 
Document & Data 

Interfaces for SAP 
No 199 11,9 
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Integration 

Net Mobile AG SW House & Consultancy 

ECM, Banking, 

Voice & Telco 

Software Solution Yes 197 106,6 

MACH AG SW House 

Financial Man-

agement, HRM, 

BPM & BI Software No 194 17,7 

Easy Software AG SW House 

Data Management, 

Document Man-

agement, Compli-

ance Software Yes 191 27 

Magmasoft SW House 

Forging & Casting 

Simulation Soft-

ware Yes 180 14,4 

COC AG SW House 

IT Service Man-

agement Systems, 

Document Man-

agement software No 177 9,7 

Genua GmbH SW House Security Software No 153 14,6 

Heiler Software AG SW House & Consultancy 

PIM, MDM, Data 

Management No 150 19,7 

IGEL Technology 

GmbH 

SW House & Hardware 

Provider 

Thin Client Soft-

ware, Universal 

Desktop Solutions Yes 138 16,2 

ProSyst SW House 

OSGi & Java De-

velopment, Mobile 

applications Yes 130 3,779 

Henrichsen AG SW House & Consultancy 

Invoice & Docu-

ment Management 

Software, Workflow 

Management No 130 18,1 

Ceyoniq Technology 

GmbH SW House & Consultancy 

ECM, CRM, BPM, 

BI No 120 12,7 
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Pixel Group GmbH SW House & Consultancy 

Trading SW for 

Gas, Navigation 

SW, CAD Data 

Management SW No 110 12 

NT-ware GmbH SW House 

Printing Workflow 

Software Yes 100 13,1 

compeople AG SW House & Consultancy 

Sales Solutions, 

Rich Client Plat-

forms, Mobile Ap-

plications No 100 6,8 

Compart AG SW House 

Document Man-

agement Yes 100 6,2 

GPP AG 

SW House & Hardware 

Provider 

Mobile Apps, Soft-

ware Development 

Environments No 100 7,148 

icon systemhaus 

GmbH SW House 

ECM & Document 

Management for 

Insurance No 100 3,699 

FlowFact AG SW House 

CRM for SME& 

Real Estate No 100 *3,191 

etracker GmbH SW House & Consultancy 

CRM Software, 

Web Analytics, 

Visitor Motion, 

Campaign Control 

SW No 100 *3,68 

Bluecarat AG SW House 

Application Man-

agement, Agile 

Software Engineer-

ing No 93 9,6 

IMC AG SW House 

Learning Manage-

ment & Talent 

Management Solu-

tions Yes 90 10,9 

Softgate GmbH SW House 
Image Data Pro-

Yes 90 *2,623 
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cessing Software, 

Data& Document 

Management Solu-

tions 

Tomtec Imaging Solu-

tions GmbH SW House 

Image Data Pro-

cessing Software 

for End Users and 

Industrial Applica-

tions Yes 90 10,2 

baramundi Software 

AG SW House 

Client- & Server-

Management SW, 

Automated Installa-

tion of OS & Appli-

cations No 90 *3,492 

SealSystems AG SW House & Consultancy 

Output Manage-

ment, Data & Ar-

chive Management 

Software Yes 88 9,7 

GBS AG SW House & Consultancy 

Workflow, CRM, 

Cloud & Data 

Management, BPM 

Software Yes 87 11 ,8 

optivo GmbH SW House & Consultancy 

E-Mail Marketing 

SW No 85 *1,86 

godesys AG SW House & Consultancy 

ERP, CRM SCM 

Software Develop-

er No 80 *4,102 

Inverso GmbH SW House 

BPM Software for 

Insurance No 80 *2,426 

Power Plus Commu-

nications AG 

SW House & Hardware 

Provider 

Power Grid Man-

agement & Smart 

Metering Software Yes 80 *4,488 

Infopark AG SW House & Consultancy 
Cloud Manage-

ment, ECM, PaaS, 
No 70 *2,594 
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CRM 

ITyX solutions AG SW House 

Data & Document 

Management Soft-

ware No 70 *1,09 

MeVis Medical Solu-

tions AG SW House 

Applications & SW 

Platforms for Medi-

cal No 66 13,7 

Camos GmbH SW House & Consultancy 

Business Process 

Management Soft-

ware No 65 *3,794 

Sysgo AG SW House 

Linux-based OS for 

Critical & Embed-

ded Environments Yes 65 *4,233 

Delta proveris AG SW House 

Leasing & Fleet 

Management Soft-

ware No 60 *3,867 

Somentec Software 

AG SW House 

ERP System De-

veloper & Provider 

for Water, energy 

& Infrastructure 

Applications No 60 *2,226 

WIBU-SYSTEMS AG 

SW House & Hardware 

Provider 

Security Software, 

Copyright Protec-

tion No 60 *7,746 

kühn & weyh Soft-

ware GmbH SW House 

Corporate Output 

Management, 

Document & text 

Management Soft-

ware No 55 *2,999 

Exasol SW House & Integrator 

Realational DB, 

Data Analysis & 

Warehousing, 

Business Int. Yes 50 *16,431 

Cultuzz GmbH SW House 
Hotel Management 

Yes 50 *0,652 
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Systems, Channel 

Management, 

BCT Deutschland 

GmbH SW House 

Enterprise Content 

Management Soft-

ware No 50 *0,609 

Grau Data AG SW House 

Archiving, Data 

Management & 

Encryption Soft-

ware No 50 *0,994 

DemandGen AG SW House & Implementor 

ERP specialized 

on Lead Manage-

ment & Marketing 

Automation Yes 49 9,6 

Tandberg Data GmbH 

SW House & Hardware 

Provider 

Data Protection 

Software Yes 48 33,4 

Secaron AG SW House & Consultancy 

IT Security, Log-

ging &ID Software No 45 *4,248 

Lindenbaum GmbH SW House & Consultancy 

VoIP Conferece 

SW & Solutions No 45 *1,25 

BigMachines AG SW House & Consultancy 

Sales, eCommerce 

& Document Man-

agement Solutions Yes 40 *7,277 

Berthauer Software 

GmbH SW House 

Network Infor-

mation Systems No 40 *0,899 

Signavio GmbH SW House 

Business Process 

Modelling Software Yes 40 *0,792 

Fluid Operations AG SW House 

Data Cloud Man-

agement Software, 

Big Data Manage-

ment No 40 *0,969 

Know How! AG SW House eLearning software No 40 3,664 

S+S Softwarepartner 

GmbH SW House 
Cash, Financial, 

Asset & Billing 
No 40 *2,368 
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Management Soft-

ware 

CenterTools Software 

GmbH SW House 

Data Security 

Software, Cryptog-

raphy Yes 35 *1,67 

Step Ahead AG SW House & Consultancy 

ERP, CRM, PM & 

Financial System 

Provider Yes 35 *1,12 

Seven2one Infor-

mationssysteme 

GmbH SW House 

Trading SW for 

Energy & Emis-

sions No 35 *1,46 

n. runs AG SW House & Consultancy 

Security as a Ser-

vice, Security De-

velopment Lifecy-

cle Software No 32 5,8 

LaserSoft Imaging SW House 

Imaging, Scanning, 

Printing & Archive 

Software Yes 30 *2,422 

cibait AG SW House 

Patient Manage-

ment Software for 

Medical Applica-

tions No 30 0,87 

otris Software AG SW House & Consultancy 

Contract Manage-

ment Software No 30 *2,155 

StoneOne AG SW House & Consultancy 

SaaS, PaaS, ECM, 

Cloud Solutions No 30 1,276 

Information Design 

One AG SW House 

ERP, ECM & 

Warehouse SW for 

Aviation Yes 30 *2,47 

Cytolon AG SW House 

Healthcare Man-

agement Software No 25 *2,4 

BizSphere AG SW House 

Sales & eCom-

merce Software No 25 *1,771 
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Unicon Software 

GmbH SW House 

Thin Client Soft-

ware, Universal 

Desktop Solutions No 25 *4,268 

Callas software 

GmbH SW House PDF Software No 20 *0,481 

   

AVG 452,69 124,65 

  

* = Balance Sheet 

Total, not consid-

ered in calcula-

tions. Median 110,00 34,35 

TABLE 9-1 GERMAN SOFTWARE PRODUCING COMPANIES, MEMBERS OF BITKOM. 

9.3. ANALYSIS OF INNOVATION TENDENCY VERSUS ADAPTION 

TENDENCY FOR 30 SELECT COMPANIES IN THE DACH REGION 
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9.4. PAYSCALE: ANNUAL WAGES (ABSOLUTE) FOR DIFFERENT 

IT POSITIONS BY COUNTRY 

 

 

SW Engineer SW Developer Sen SW Engineer Project Manager N Currency 

Spain 28850 24666 30731 43093 5361 EUR 

Germany 42258 40826 49495 59167 13831 EUR 

France 36653 34670 40155 48904 4126 EUR 

Portugal 16043 16347 20282 28707 2122 EUR 

Italy 26814 23618 29299 41346 4382 EUR 

Poland 21763 17830 28906 30996 2277 USD 

Hungary 23374 23127 35385 50020 1115 USD 

Czech Rep. 25094 23051 29702 30729 1229 USD 

Romania 18502 20590 25761 22113 2117 USD 

India 360278 322626 595878 1102295 215647 INR 

Vietnam 12577 12577 14237 19200 512 USD 

Ireland 37809 36308 50926 53995 22756 EUR 

Greece 23799 22848 32326 46018 1976 USD 

Slovakia 20698 20698 38119 28350 407 USD 

   

1 USD = 0,7659 

  

   

1 INR = 0,0136 

  TABLE 9-2 PAYSCALE: ANNUAL WAGES (ABSOLUTE) FOR DIFFERENT POSITIONS BY COUN-

TRY, 2012 

9.5. PAYSCALE: ANNUAL WAGES (RELATIVE TO SPAIN) FOR 

DIFFERENT IT POSITIONS BY COUNTRY 
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SW Engineer SW Developer Sen SW Engineer Project Manager 

Germany 32% 39,58% 37,91% 27,17% 

France 21% 28,85% 23,47% 11,88% 

Portugal -80% -50,89% -51,52% -50,11% 

Italy -8% -4,44% -4,89% -4,23% 

Poland -73% -80,62% -38,81% -81,52% 

Hungary -61% -39,25% -13,39% -12,48% 

Czech Rep. -50% -39,71% -35,09% -83,10% 

Romania -104% -56,41% -55,75% -154,44% 

India -489% -462,16% -279,21% -187,46% 

Vietnam -199% -156,06% -181,83% -193,04% 

Ireland 24% 32,06% 39,66% 20,19% 

Greece -58% -40,95% -24,12% -22,27% 

Slovakia -82% -55,60% -5,26% -98,46% 

TABLE 9-3 PAYSCALE: ANNUAL WAGES (RELATIVE TO SPAIN) FOR DIFFERENT POSITIONS BY 

COUNTRY, 2012. 
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9.6. OECD INFORMATION TECHNOLOGY OUTLOOK 2010, 

CHAPTER 2 - GLOBALISATION OF THE ICT SECTOR 

  1996 1998 2000 2002 2004 2006 2008 
Australia 0,27 0,23 0,19 0,19 0,2 0,16 0,16 
Austria 0,4 0,51 0,53 0,64 0,56 0,55 0,64 
Belgium 0,38 0,37 0,38 0,35 0,35 0,31 0,32 
Canada 0,49 0,49 0,51 0,35 0,35 0,38 0,41 
Czech Re-
public 0,28 0,3 0,31 0,81 0,98 1,13 1,59 
Denmark 0,53 0,59 0,53 0,71 0,59 0,59 0,53 
Finland 1,07 1,39 1,49 1,53 1,41 1,51 1,65 
France 0,69 0,76 0,71 0,65 0,61 0,65 0,59 
Germany 0,63 0,63 0,66 0,73 0,78 0,81 0,76 
Greece 0,12 0,19 0,28 0,27 0,32 0,29 0,34 
Hungary 0,32 1,38 1,57 1,87 2,24 2,09 2,52 
Iceland 0,01 0,01 0,04 0,04 0,05 0,04 0,04 
Ireland 2,6 2,4 2,32 2,32 1,84 1,94 1,77 
Italy 0,38 0,33 0,31 0,31 0,31 0,29 0,27 
Japan 1,91 1,74 1,54 1,61 1,67 1,56 1,48 
Korea 1,88 1,83 2,09 2,37 2,64 2,53 2,77 

Luxembourg .. .. 0,83 1,08 0,79 0,61 0,5 
Mexico 1,26 1,45 1,33 1,58 1,61 1,66 2,14 

Netherlands 1,15 1,41 1,43 1,33 1,6 1,59 1,49 

New Zealand 0,13 0,18 0,08 0,1 0,18 0,18 0,18 
Norway 0,19 0,26 0,14 0,16 0,15 0,14 0,2 
Poland 0,21 0,32 0,27 0,37 0,34 0,46 0,76 
Portugal 0,37 0,38 0,39 0,51 0,58 0,7 0,73 
Slovak Re-
public .. 0,24 0,22 0,27 0,49 1,05 1,76 
Spain 0,36 0,36 0,32 0,33 0,34 0,32 0,3 
Sweden 1,01 1,1 1,12 0,91 0,94 0,94 1,02 

Switzerland 0,39 0,36 0,34 0,29 0,31 0,31 0,35 
Turkey 0,15 0,26 0,23 0,33 0,36 0,31 0,2 
United King-
dom 1,26 1,27 1,19 1,35 1 1,17 0,83 

United States 1,51 1,42 1,39 1,37 1,4 1,34 1,35 
OECD 1,00 1,00 1,00 1,00 1,00 1,00 1,00 
                
Note: OECD data include intra-OECD trade. No data for the Slovak Republic prior to 1997. Belgium includes 
Luxembourg prior to 1999.      
1. Balassa Index = (Country ICT/Country total export)/(OECD ICT export/OECD total export).       
TABLE 9-4 OECD INFORMATION TECHNOLOGY OUTLOOK 2010 - GLOBALISATION OF THE ICT 

SECTOR. 


