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Abstract: From the perspective of organization learning and knowledge creation, the motivations of selection
of knowledge process outsourcing (KPO) strategy are examined. In particular, from the cost-benefit analysis
in Economics framework, the research investigates the influence of two learning paths existing in KPO, name-
ly knowledge absorption and learning-by-doing, on internal knowledge process operation vs outsourcing, and
theoretically compares the profits under each scenario. The conclusions indicate that the knowledge absorption
effect stemmed from service collaboration in KPO and learning-by-doing effect amplified by outsourcing, all
things being equal, can bring the comparative advantages of knowledge process outsourcing. Also, it shows
owing to both effects, firms are suggested to reinforce absorption capacity in order to improve KPO perfor-
mance. Finally, it suggests that in order to leverage both learning effects, firms should make the KPO decision
from the long-term dynamic perspective instead of short-term losses.
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