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ABSTRACT

Business process outsourcing has become more prevalent as organizations
attempt to manage costs and focus on more important core activities. Very
little research has been undertaken however to consider the effects on
employees that are also outsourced or transitioned to the service provider.
This exploratory research considers predictors of work attitudes and outcomes
of a group of employees that transitioned from a large retail bank to an
outsourcing provider. Hierarchical regression analyses indicated that the
process of managing the transition had significant effects on employee
attitudes. Unmet expectations was found to have widespread effects on
employee attitudes and outcomes. Organizations undertaking outsourcing
initiatives must pay particular attention to the planning and managing of this
transition.  Suggestions for handling this complex change are offered.
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OUTSOURCING; ENHANCING THE EXPERIENCE OF
TRANSITIONED EMPLOYEES1

Outsourcing has become an increasingly common option for
companies seeking to reduce costs, enhance service and focus on core
competencies. Most commonly used for information technology services
(IT), this trend of business process outsourcing (BPO) is also
increasingly prevalent in Human Resources (HR). It is a $1.36-billion
industry in Canada alone and is expected to increase 10.6 per cent
each year over the next five years (Canadian HR Reporter, 2004).
According to the Gartner Group, HR administrative tasks topped the list
of processes outsourced in 2003 and predict that by 2007, HR BPO will
be a $37.8 billion-plus industry in the United States, up from $25 billion
in 2002, for an 8.6 percent growth rate. According to a recent survey by
Hewitt Associates, more than sixty percent of companies outsource part
or all of HR administration.

Outsourcing is the transfer of services or functions previously
performed within the organization to a provider outside of the
organization and is increasingly a key component in many business
strategies. Outsourcing is not new to HR but, until fairly recently, it has
been largely confined to functions like reference checking, payroll and
benefits administration. Over the past five years, companies have
expanded the score of HR activities they are willing to turn over to an
outside organizations. Outsourcing has therefore migrated to include
other functions such as training, recruitment, compensation, HRIT and
performance management. According to a recent survey by Hewitt
Associates, more than sixty percent of companies outsource part or all
of HR administration.

Benefits of Qutsourcing

Some of the main driving factors prompting organizations to
outsource include: cost savings, a focus on core competencies, access
to leading—edge technological advances, access to specialized
expertise, improvement in the delivery and quality of services, and/or a
solution to resolving organizational politics.(Belcourt & McBey, 2004).
Research on outsourcing typically presents outsourcing as primarily a
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time and money-saving strategy, as a way to obtain better services at
cheaper rates (Jeffay, Bohannon, & Laspisa, 1997).

Studies of cost savings pertaining to outsourcing arrangements
of two or more years showed average savings of fifteen percent
(Belcourt & McBey, 2004). Exult, a leading HR BPO provider, states
that it is reasonable to expect at least a 20% reduction in HR
administrative costs (Lawler, et al, 2004). Outsourcing non-core
activities can allow HR professionals to move away from routine
administration to a more strategic role. Outsourcing provides the
opportunity for these resources to re-focus on strategic work that adds
value to the organizations’ core competencies. Managing a successful
HR operation relies on increasingly large investments in technology and
it is becoming increasingly complicated to put together and sustain a
state-of the art delivery system. One-third of respondents in one study
of companies outsourcing Human Resources, indicated access to
specialized HR expertise to be the primary motivation for outsourcing
(Abrahamson, 2003). Outsourcing often allows a company to get better
quality HR Services. Many companies outsource because they believe
they can get the new required level of HR service faster and with more
confidence in succeeding, through outsourcing (Jeffay et al.
1997).0Organization politics play a part in terms of the perception of
acceptable headcount within an organization or function (Belcourt &
McBey, 2004). HR outsourcing presents the option of cost reduction
and the choice to hold or release control of selected HR activities.

Limitations of Outsourcing

There are major risk areas that organizations need to consider
when making the decision to outsource, some of which include,
projected benefits are often not fully realized, flexibility to change
service requirements are limited, reduced value of the organization and
employee morale is negatively affected. (Belcourt & McBey, 2004).

HR BPO is still in its infancy and much is still to be learned.
Results to date are early indicators and companies are not yet
experiencing consistent results. Towers Perrin surveyed 32 companies,
nearly all of which had outsourced five or more HR business process
between 2000 and 2004. The survey did find that organizations are
realizing immediate returns on the cost front, with more than 75% of the
respondents saying they had met short-term cost savings. Participants
generally have not met broader objectives around shifting their focus to
core competence and only 35% cited improvements in service quality
beyond what they could have achieved on their own. Even if a company
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achieves their cost objectives, they must also be mindful of the potential
impact on the quality of service.

Outsourcing enables companies to provide new capabilities and
services for employees. Once an outsourced vendor takes
accountability for delivering services, the organization has limited
control in changing the nature of the services to reflect the changing
needs of the business (Belcourt & McBey, 2004). In essence, the
organization loses the ‘flexibility and customization it enjoys from its
own HR people when it oustources” (Seeley, 1992, p.2).

Insufficient focus on retaining HR activities that support core
competencies can have unintended consequences when key HR
activities are hollowed out of the old HR department, resulting in lost
capability and diminished customer service quality. This has the
potential of reducing HR’s competitive advantage for the firm. In
addition, there may be unintended consequences of outsourcing the
organization’s knowledge and skills to external firms. The vendor may
even sell acquired know-how to competitors (Belcourt & McBey, 2004).
Because HR departments run the risk of losing their identities with
extreme levels of outsourcing, a mixture of outsourcing and in-house
activites seems optimal in many circumstances.

A decision to outsource needs to take the psychological effects
into consideration, as it represents the human cost of the outsourcing
activity. Outsourcing inevitability results in displaced employees
(Belcourt & McBey, 2004) ultimately affecting morale and productivity.
In an outsourcing arrangement, employees may be transferred to the
outsourced vendor, internally to other departments, out-placed or
offered voluntary retirement packages (Belcourt & McBey, 2004). All of
these options can result in negative reactions or feelings from the
affected employees.

Outsourcing is not a small undertaking; it requires planning,
communication and follow-up. Companies that have effectively
implemented outsourcing in their organizations point to different
reasons for their success, but most employers agree on the following
core elements to successful implementation:

1. Planning and Preparation: set realistic objectives and
expectations for the process and the transition.

2. Effective Change Management: includes obtaining stakeholder
buy-in, communicating early and often and planning for the work
that will stay and for the people whose work will go away.
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3. Manage the Relationship : design and execute a robust
governance structure, promote teamwork and evaluate progress
by measuring the right things

4. Contract Negotiations: be thorough in understanding and
documenting requirements

5. Vendor Selection: select the right outsourcing provider

Before making the decision to outsource, companies must plan
thoroughly and gain full commitment from the entire organization.
Outsourcing must be conducted carefully, systematically and with
explicit goals. The primary motives for considering outsourcing should
include strategic as well as tactical considerations at both the
department and organizational level. It is important that management
not use outsourcing to justify relinquishing control of inadequately
managed, poorly understood or costly functions, as this would result in
an unsatisfactory outcome. Preparation involves examining current
internal processes and setting realistic goals for the outsourcer (HR
focus, 2003).

Nothing is more fundamental to the success of an outsourcing
effort than the fit between an organization and its vendor. The vendor
needs to have the right systems and working style that fits with the
company it is serving (Lawler, et al, 2004). One of the most difficult and
underestimated issues facing outsourcing relationships is the impact of
cultural differences between the client and vendor organizations.
Clients tend to believe that the norms, values and ethics of their
vendors will be similar to their own. Once into the relationship,
theyrealize that the vendor’s view of time management, organizational
structure, business approaches, decision-making processes, long term
cooperation and teamwork may be much different from their own. If
these issues are not addressed and resolved in a timely manner, the
relationship is destined to finger pointing, low productivity and mutual
dissatisfaction.

Selection criteria should include a high criterion weighting for
vendors’ knowledge of the industry because HR practices differ across
industries. Finally, organizations that choose a firm with similar culture
(HR Focus, 2003) increase compatibility throughout the process, and
should have the infrastructure to adapt to changing business needs
(Employee Benefit Plan Review, 2000). In addition, vendor stability and
continuity are critical to the long term success of an HR BPO contract
(Lawler, et al, 2004).
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Developing a good contract is critical to HR BPO outsourcing.
Entering into contracts that are poorly structured can lead to failure
(Lawler, et al, 2004). Due diligence needs to extend into the contract
negotiation stage of the process. Too often organizations sign the
contract before finalizing all of the fine details such as service level
agreements and find they are not attaining the benefits they were
seeking (Huber, 2003). Because every aspect of the outsourcing
arrangement is governed by the contract, both sides must agree on all
the terms and conditions of the partnership agreement.

Research indicates the companies realizing the benefits of
outsourcing were the ones who managed the vendor relationship better
and built a relationship right from the very start (Tarsh, 2004). This
involves a complete partnering between the organizations to review
progress and continually improve the arrangement(Yallof, 2003). A
relationship should be built between the vendor(s) and the organization
to ensure the vendor acts in the organizations best interest (Belcourt &
McBey, 2004) and to ensure mechanisms exist to work out issues along
the way. Trust between the contractor and purchaser is essential since
no set of rules can define the relationship.

The shift to HR BPO is a major transformation in the way HR
services are delivered and therefore brings a number of significant
changes to the organization, raising critical change management
issues. This change in delivery requires by-in and participation from
several stakeholders, leaders, managers, employees and HR
professionals to ensure the shift is a success. Companies that have the
greatest success in driving change designate a leader with credibility to
be the champion of the change in order to accelerate the adoption of
the new delivery model.

A particularly important feature of the change process concerns
how the existing employees will be dealt with. Outsourcing ha a major
effect on the employees in HR and a significant effect on all other
employees. Over prepare the HR employees who will be directly
involved. Employees may feel threatened; they may also be suspect of
a larger hidden agenda (Lawler et al, 2004). It is necessary to be
completely transparent regarding short term and long term plans and
goals.

A major communication and training effort is needed to explain
what is happening and why and to familiarize employees with the new
process (Lawler, et al, 2004).
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Although there are varying opinions as to when employees
should be informed about the process (Belcourt & McBey, 2004), the
reality is that information is bound to leak out and even if it has not been
formally announced, rumours are just as likely to heighten anxiety and
potentially encourage the best performers to job search. Candid
communication wherein the rationale of the merger is shared (Caplan,
2004) and information prepared around how the outsourcing
arrangement may impact employees is critical in retaining the trust of
employees. Additionally, some of the strongest advice is to involve
unions if they will be affected by the change. It will be necessary to
keep them educated and informed and let them have an opportunity to
understand what is going to unfold.

The intent of this study was to explore the outsourcing decision
and its implementation on the work attitudes and experiences of
employees involved in a HRBPO initiative. More specifically, it provided
a comparison of employees who transferred to a BPO provider and
employees hired directly into the BPO provider. The study also provided
further information regarding the best way to manage the outsourcing
arrangement by identifying and exploring the key components affecting
employees.

History of the two organizations Retail Bank

This company is a leading North American financial institution
providing financial services to more than nine million customers,
including retail and small business banking customers as well as
corporate and investment banking customers. It employs approximately
45,000 employees at branches and offices across Canada, the United
States and around the world.

The company approached the outsourcing decision in a very
methodical way. They first needed to decide if they wanted to build the
necessary system infrastructure in-house. Having made the decision
not to do that, they looked strategically to determine if they were likely to
be in the HR operations business in the next 5 years. The answer to this
questions was no, as they believed that the function needed to be
focussed on adding value through business partnerships within the
company. They felt that the work performed by HR Operations was a
commodity service and that they would likely want to stop doing
activities that were albeit critical in nature, were more administrative.
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The company wanted to be a first mover company even at a
time when the business model for HR BPO firms was and is still
evolving because their belief was early movers would have the
advantage that the provider would need to grow through acquisition:
that is they would hire the majority of their first client's HR staff. Their
key drivers in the decision to outsource were their ability to shape the
offer, negotiate the best price options as first movers and maximize
redeployment of staff thereby creating employment opportunities.
Moving the talent base to the BPO provider organization would result in
stability in the service provision and minimize service risk. These newly
acquired employees would first run processes for their former
employers as they always had, but over time, they would use the
systems and programs the provider preferred and serve other
customers as well. As the provider signed on more clients it would stop
hiring client staff in bulk and instead would bring on only a few key
people from each new client company.

After concluding an extensive request for proposal (RFP)
process the decision to outsource with the BPO provider was approved.
The choice of vendors was largely based on their reputation for
consistency and reliability in operations. Initially, the provider would
take over things just as they were and within a specified time frame, the
conversion to a common HRIS platform (Peoplesoft) would be
implemented.

Long term financial success depended on the provider's ability
to achieve efficiencies of scale and deliver measurable service
improvements. Long term success for employees, included the
providers ability to deliver on the promises made to employees,
including new career opportunities, access to leading edge technology,
shift from cost centre to a revenue generating front office, access to
expertise, opportunity for individual development, and to be part of a
market leader in world class HR services.

BPO Provider

The outsourcing company provides BPO services in key
emerging areas including Human Resources, Finance and Accounting
and Supply Management. The company also has a long tradition of
successfully providing solutions to both the public and private sectors
with administrative, transaction and contact centre outsourcing services.
The organization provides a broad portfolio of business and technology
solutions to help its clients worldwide improve their business
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performance. They have a passionate commitment to excellence in
client service.

The company moved into HR BPO from specializations in
Information Technology outsourcing, in anticipation of the growth
opportunities. The retail bank was their first BPO client. At the time, the
market was experiencing high levels of competition among first-mover
companies and at a time when the business model for HR BPO firms
was still evolving. In the last four years form June 2001 to June 2005,
the company has invested to the point where it has the infrastructure
necessary to service more and more employees without making
proportionately greater investments in facilities and employees.

Research Framework

A research model was developed to guide both the selection of
variables to be included in the study and data analyses (see Figure 1).
One panel of variables examined the outsourcing decision made in
2001 (e.g., planning); a second considered aspects of the change
experienced by the ex-bank employees and the third assessed a
number of work outcomes currently experienced by both the ex-bank
employees and the new BPO employees (e.g., organizational
identification, intent to quit, motivation, sense of accomplishment ).

Click here to see Figure 1

Method
Procedures

The study was conducted four years after the initial contract was
signed and the announcement was made. Interviews with key
managers who were involved in creating the outsourcing initiative were
held to determine key success factors that were developed for
employees. Then a focus group of randomly selected employees (ex-
retail bank) was carried out to identify what was important to them
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during the transition. Information from the interviews and focus group
was then used to develop a questionnaire to be administered to
employees. Five individuals who were not part of the sample pilot
tested the questionnaire. Data were collected using an anonymously
completed questionnaire.

Respondents

The questionnaire was distributed to about 180 employees from
all departments in the BPO provider. Respondents came from two
distinct groups employees formerly employed by the retail bank and
transitioned to the outsourcing provider and employees who did not
experience a transition due to the outsourcing arrangement but were
hired to service the retail bank by the outsourcing provider. Ninety-five
employees completed the survey, a 53 percent response rate. The
demographic characteristics of the sample are shown in Table 1.

Click here to see Table 1

There were 95 respondents to the survey, representing a 55%
response rate. Of the total, 39 transitioned from the retail bank and 49
were newly hired to the BPO provider and were not previously
employed by the retail bank. Seven of the survey respondents did not
complete this demographic information, although based on the
remaining responses, it would appear that 5 had transitioned from the
retail bank for a total of 44. With regard to length of service, the majority
of respondents (51), had worked for the outsourcing provider between 2
years and 5 years. Of the 44 employees who identified they transitioned
from the retail bank, the majority (19) had worked for the retail bank for
more than fifteen years prior to transitioning to the BPO provider. The
vast majority of respondents (88.4 %) were employed on a full-time
basis, with only a small percentage employed on a part-time or contract
basis (8.4%). With regard to age, the majority of respondents were
between 35 years and 54 years of age. Only 11.6% of the respondents
manage other people, leaving the vast majority operating as individual
contributors (87.4%). The role of the individual contributors ass fairly
evenly spread across all occupational groups, with the highest number
of respondents working in the Call Centre, Payroll and Technology
areas.

Measures
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Both single items (e.g., organizational tenure, age) and multiple
item measures were used.

Organizational change

Outsourcing Announcement was measured by seven items (a =
.64) and included whether there was sufficient information about the
deal, and whether the reasons for the outsourcing decision were clearly
explained.

Transition was assessed by five items (a = .90) and considered
whether the planning for the move was well done and the usefulness of
the orientation process.

The Deal was measured by five items (a = .61) and included
whether the “employee deal” was fair and comparable to their
experience at the retail bank (pay, physical work-environment,
technology).

Employee Concern was measured by two items (a = .69) and
determined whether employee concerns were addressed by the retail
bank and the outsourcing provider.

Changes Experienced by Employees

Role Clarity was measured by four items (a =.81) and assessed
the extent to which respondents understood their roles and
responsibilities.

Resources was measured by four items (a =.75) and assessed
satisfaction with information, tools and technology to perform the job
effectively.

Culture was assessed by six items (a =.7) and examined
differences (culture clash) between the two organizations.

Client/retail (bank) interaction was measured by two items(a =
.85) and tapped the extent to which respondents knew how to interact
with their client.

Client Relationship was assessed by three items (a = .83) and
examined the smoothness of the client-vendor relationship.

Satisfaction with immediate supervisor was measured by eleven
items (a = .96) and included encouraged to do their best work, has clear
accountabilities, and open communication.
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Satisfaction with Senior management was measured by four
items (a =.92) and assessed honesty and integrity, open and honest
communications and the promotion of team work.

Management Communication was measured by three items (a =
.66) and included keeping employees informed, and openness to
suggestions.

Work Outcomes

Pay Satisfaction was measured by three items (a =.89) and
considered fairness of pay differences within the organization, and
compared with other companies.

Motivation was assessed by three items (a = .81) and
considered levels of work enthusiasm, motivated to “go the extra mile”.

Sense of Accomplishment was measured by three items (a =
.86) included feeling a strong sense of accomplishment and making an
effective contribution.

Organization Identification was measured by four items (a = .47).
ltems included: proud to be identified with the company, would
recommend organization to others, and seeing the company as good
place to work.

Work Environment was measured by seven items (a =.85) and
included recognition, work/life balance, development opportunities and
physical working conditions.

Intent to quit was measured by three items (a =.83) including
want to work for organization now, for the next 5 years and for the
remainder of their career.

Results
Regression Analyses

Hierarchical regression analyses were undertaken to explore
relationships between personal and work situation characteristics, the
transition process of retail bank employees moves to the BPO provider
and a variety of work attitudes and work experiences.

Two blocks of predictors were entered in a specified order. The
first block (N=4) included age, organizational level, work status (full-time
vs. part-time), and tenure with the service provider. The second block
of predictors (N=6) included measures dealing with different aspects of
the outsourcing transition process. These were: how the outsourcing
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decision was announced, the nature of their arrangement as perceived
by employees, how adequately employee concerns were dealt with, the
transition process itself and how it was managed, the degree of culture
clash between the retail. bank and the service provider, and the degree
to which employee expectations were met. Work attitudes and
outcomes included: work motivation, sense of accomplishment, feeling
valued, assessment of their work environment, organizational
identification, assessments of their direct supervisor, assessments of
senior executives, and intent to quit. The first block of predictors,
personal and work situation characteristics, served as control variables
before considering the relationship of the transition process measures
with the various work attitudes and outcomes.

Given the relatively small sample size (N=44) and the
exploratory nature of the study, the .10 level of significance was used to
identify promising trends in the data. When a block of predictors
accounted for a significant amount or increment in explained variance
(p<.10), variables within these blocks having significant and
independent relationships with the work attitudes and outcomes were
identified (p<.10). Table presents the results of these analyses; only the
significant Bs are shown in the table.

Click here to see Table 2

Results of Regression analyses

Motivation

The block of Process variables accounted for a significant
increment in explained variance on Motivation, and one variable within
this block had a significant and independent relationship with levels of
Motivation. Respondents indicating greater met expectations also
reported higher levels of Motivation (§ =.38).

Valued

Again only the Process variables accounted for a significant
amount or increment in explained variance of feelings of being Valued.
Two variables in this block had significant and independent
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relationships with feeling Valued: respondents with greater met
Expectations and respondents indicating that employee concerns were
well addressed felt more Valued (Bs=.40 and .43,respectively).

Intent to Quit

The Process variables accounted for a significant increment in
explained variance on Intent to Quit. One variable within this block,
Unmet Expectations., had a significant and independent relationship
with quit intentions; respondents indicating greater met expectations
also reported lower Intention to Quit ( =.45).

Feelings of Accomplishment

Process variables also accounted for a significant increment in
explained variance on feelings of Accomplishment. One variable within
this block, Culture Clash, had a significant and independent relationship
with  Accomplishment; respondents indicating less Culture Clash
between the two organizations reported greater feelings of
Accomplishment (3 =.38).

Organizational Identification

Process variables accounted for a significant increment in
explained variance on Organizational Identification. One variable within
this block had a significant and independent relationship with
Organizational Identification; Respondents indicating greater met
Expectations also reported greater Organizational Identification (B =.9).

Positive Responses

Both blocks of predictors accounted for a significant amount or
increment in explained variance on Positive responses to the
outsourcing initiative, Two variables within this block of Process
measures had significant and independent relationships with these
responses: Expectations and Outsourcing Deal. Respondents
indicating greater met Expectations, and respondents indicating greater
satisfaction with the Outsourcing Deal indicated more Positive
Responses ( s=.55 and .44, respectively).

Negative Responses

Neither block of predictors accounted for a significant amount or
increment in explained variance on Negative Responses.

Satisfaction with Senior Executives
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Process variables accounted for a significant increment in
explained variance on respondent assessments of their senior
executives. One variable within this block-Expectations- had a
significant and independent relationship with these assessments;
respondents indicating greater met Expectations held more favorable
assessments of the senior executives (B =.43).

Satisfaction with Supervisors

Process variables accounted for a significant increment in
explained variance on respondent assessments of their immediate
supervisors. Two variables within this block had significant and
independent relationships with these assessments (p,.10):Culture Clash
and management of the Transition. Respondents reporting less Culture
Clash, and respondents reporting more effective management of the
Transition, also held more favorable assessments of their immediate
supervisors (fs=.31 and .52, respectively).

A few more general comments are warranted. First, personal
and work situation characteristics were generally unrelated to the work
attitudes and work outcomes. Second process variables had generally
consistent and strong relationships with the various work attitudes and
outcomes.  Third, Expectations had significant and independent
relationships with most of the work attitudes and outcomes.

Discussion

Lawler, Ulrich, Fitzenz and Maden (2004) offer a detailed
treatment of HR Outsourcing. They consider the upfront work needed
to successfully launch an outsourcing initiative, providing in-depth case
studies of several organization’s outsourcing projects. Outsourcing
projects represent complex organizational changes with success not
being guaranteed. While noting some issues in their case studies,
Lawler and his colleagues paint a generally optimistic picture.

The data obtained in the present study portray a slightly different
scenario. Employees transitioned to an outsourcing service provider
indicated considerable dissatisfaction with the transition. Promises
were made, expectations raised, and then not met. In this particular
case, both organizations could have done things differently to improve
the change process. Organizations contemplating the outsourcing of
services need to be aware of serious challenges that will lie ahead.
These highlight the need for sound planning and analysis with regards
to the outsourcing discussion itself, care in the selection of the vendor
particular attention to the management of the transition process and
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maintaining of the change efforts underway to increase potential
benefits of these efforts.

Implications for Practice

This study does provide important insights for practitioners,
specifically senior managers who are contemplating or who have
responsibility for initiating outsourcing. Recommendations from this
study include:

1. The BPO provider needs to play a very active role in the planning of
the change process that is typically designed by the client
organization, due to the future impact this process will have on their
satisfaction with the BPO provider organization.

2. Cultural differences need to be recognized in advance of the
contract, in order to plan for additional interventions to mitigate the
impact.

3. Moving a transition leader would be another way of mitigating the
behaviours of retail bank managers and employees when dealing
with the transitioning employees. Alternatively, if a transition leader
from the retail bank was not viable, bringing in the transition leader
to work with retail bank leaders prior to the deal cutover could
possibly condition the BPO leader to the sensitivities and culture
differences that would need to be managed after the legal and
physical moves had taken place.

4. Educating the HR community, line managers and employees on this
change needed to be a higher priority in order ease these transition
issues.

5. Not delivering on commitments made can erode the foundation of
trust in the organization that is so essential to high levels of
corporate performance.

6. Regular communication sessions on the status of commitments
made to employees would be beneficial to keep employees
informed on the progress against these commitments and provides
a forum for critical two-way dialogue.

7. If the direct supervisor is part of to the transitioned group of
employees, the supervisor will not be viewed as part of the BPO
provider management team.

8. More attention above and beyond normal conventional change
practices for transitioned employees whose anxiety levels and
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information needs have skyrocketed than would be applied to newly
hired employees.

9. Emphasize the need for strong transition management by the senior
management of the organization and a recognition that the transition
process continues past the actual legal and physical move.

10. To assist in establishing a commercial mindset, establish a front-
office interface in the BPO provider organization that is staffed with
non-transitioned employees so that these employees would not be
in a position to have to negotiate client requests with the members
of the client organization that they had worked with for so many
years under a different operating model.

11. Improving clarification of roles and responsibilities of the Alliance
Team will improve the client relationship.

12. Constant attention to the client relationship at al levels in the
organization will improve the level of motivation of the employees in
the outsourcing firm.

13. BPO provider organizations that are transferring employees from the
client organization in order to gain knowledge and expertise for the
target process need to ensure they tap into this expertise effectively.

14. The relationship between the client organization and BPO provider
will be more productive if the cultures of the two organizations are
aligned.

Limitations to the Study

It is important to consider the findings in light of the limitations
associated with this study. The study has three limitations: first the
study was limited to one multinational organization. Therefore, attempts
to extend the conclusions to other research contexts may be
misleading. Nevertheless, financial institutions with comparable
characteristics may draw inferences from this work. Second, although
the response rate is above average for organizations, the sample size
was relatively small and therefore the study is more exploratory in
nature. Future research should examine these conclusions against
other large corporate outsourcing HR BPO initiatives. The third
limitation is that the data was collected four years after the change was
announced. Employee reactions may have dissipated over this time
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period. The opportunity exists to establish an ongoing longitudinal
investigation to evaluate staff perception over time.

References

Abraham, K.G., & Taylor, S.K. (1996) Firm’s use of outside contractors: Theory
and evidence. Journal of Labour Economics. 14, 394-406.

Abrahamsen, L., & ruth, D. (2003) Getting the Job Done, From the Ooutside In.
Workspan. 46, 22-31.

Adler, P. (2003) Making the HR Outsourcing Decision. MIT Sloan
Management Review, 45, 53-66.

Anonymous Author (2003) HR Outsourcing: Success Steps to Observe For
Your Company. HR Focus, 80, 8-12.

Anonymous Author (2003) Top reasons to outsource HR Delivery. Benefits
Canada, 27.

Anonymous Author (2004) A Look at the Pros and Cons of Outsourcing HR &
Compensation. |IOMA’s Pay for Performance Report 4, 4.

Anonymous Author (2004) Large Scale Outsourcing of HR Services Offers
Both Benefits and Challenges. Towers Perrin Monitor.

Belcourt, M., & McBey, K., (2004) Strategic Human Resource Planning, 2% ed.
Scarborough”: Nelson Thomson Learning.

Caplan, J. (2004) Ride the Wave of Business Transformation Outsourcing.
China Staff 10, 23- 32.

Feeny, D., & Lacity, M., & Willcocks, L.P., 2005. Taking the measure of
outsourcing providers: successful outsourcing of back-office business
functions requires knowing not only your company’s needs but also the
12 core capabilities that are key criteria for screening suppliers. MIT
Sloan Management Review. Vol. 46, Issue 3, pg. 41.

Flannery, T.P., & Heckathorn, L. (2003) How to build your buisiness case for
outsourcing. Benefits Quarterly. 19, 7-17.

Greer, C.R., & Youngblood, S.A. & Gray, D.A. (1999) Human resource
management outsourcing: The make or buy decison. Academy of
Management Executive, 13, 85-92.




OUTSOURCING; ENHANCING THE EXPERIENCE OF TRANSITION... 47

Hindle, J. (2005) HR outsourcing in operation critical success factors. Human
Resource Management International Digest, 13, 39-46.

HR Focus (2004). Planning to Outsource. HR Focus, 81, 1-5.

Huber, N. (2003) Poorly negotiated contracts can undermine outsourcing
benefits. Computer Weekly, Nov. 11, 18 — 21.

Hunt, P. (2004) The Long View. Supply Management, 9, 32-39.

Jeffay, J., & Bohannon, S. & Laspisa, E. (1997) Beyond Benefits: The
Changing Face of HR Outsourcing. Benefits Quarterly. 13, 41-50.

Lawler 1lI, E., & Ulrich, D., & Fitz-enz, J., & Madden, V.J. (2004) Human
resources business process outsourcing: transroming how HR gets its
work done. San Francisco: Jossey-Bass.

Logue, A.C. (2004) what's “Just Right” for you. HR Magazine. 49, 78-84.

O’Conell, S.E. (1997) Outsourced Systems Provide Economy, Improved
Service. HR Magazine, 42, 36-41.

Oshima, M., & Kao, T. & Tower, J. (2005) Achieving Post-Outsourcing
Success. HR Human Resource Planning, 28, 7-18.

Overby, S. (2004) The Inner Cost of Outsourcing: When Contemplating
Outsourcing, ClOs Should First Think About Their People. CIO, 18, 1-
9.

Peterson, E.S. (1997) From those who've been there...outsourcing leaders talk
about their experiences. Benefits Quarterly. Vol. 13, Iss 1, pg. 6.

Piachaud, B. (2005) Outsourcing technology. Research Technology
Management. 48, 40-50.

Power, M. & Bonifazi, C., & Desouza, K.C. (2004) The Ten Outsourcing Traps
to Avoid. Journal of Business Strategy. 25, 37-54.

Smail, P.J. (2003) Cutting Costs & Taking Control. Workspan, 46, 50-57.

Stroh, L., & Treehuboff, D. (2003) Outsourcing HR functions; When and When
not-to go outside. Journal of Leadership & Organizational Studies, 10,
19-28.




48 Carroll HERN-Ronald J.BURKE

Tarsh, S., (2004) Managing the outsourcing relationship: A shared vision
produces greater rewards. The Outsourcing Institute: Articles & Info.
London, England.

Vu, U. (2004) Are you ready for offshoring. Canadian HR Reporter, 17, 1-7.

Weiss, D., (1999) High-Impact HR, Etobicoke: Wiley & Sons.

Yallof, J., & Morgan, C. (2003) Beyond Performance Standards: How to get the
most from your outsourcing relationship. Benefits Quarterly, 19, 17-24.

Zhu, Z., & Hsu, K., & Lillie, J. (2001) Outsourcing — a strategic move; The
process and the ingredients for success. Management decision. 39,
378-385.




Ex-bank employees

Figure 1

Research Framework
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Table 1

Demographic Characteristics of Sample

Type of Employee N %  Work Status

Transitioned 39 445 Full time

Direct Hire 49 555 Parttime
Other

Tenure with Outsourcing

1 year or less 16 16.8 Age

1 -2 orless 14 147 25-34

2 —5orless 51 537 35-44

5—16or less 6 6.3 45-54

16 or more 6 6.3 55 and above

Tenure with bank Organizational level

1 year or less 5 11.4 Management

2 — less than 2 years 2 4.5 Non management

5 —less than 10 years 5 114

10— 15 or less 13 29.5 Role

15 years or more 19 43.2 HR Call centre
Payroll
Technology
Compensation
Pension/Restructuring
Admin Support
Benefits & Health

Benefits Operations
Project Management
Other

Missing

[um—

18
27
38
10

11
83

%
94.4
4.5

19.4
29.0
40.9
10.7

11.7
88.3

13.7
18.9
23.2
3.2
11.6
4.2
4.2
3.2
7.4
9.5
1.1



Predictors of Work Attitudes and Outcomes

Motivation (N=43)

Demographics
Process

Unmet expectations (.38)

Valued (N=43)
Demographics
Process
Unmet expectations (.40)
Employee concerns (.43)

Intent to Quit (N=43)

Demographics
Process

Unmet expectations (.45)

Accomplishment (N=42)

Demographics
Process

Culture clash (.38)

Positive Responses (N=43)
Demographics
Process
Unmet expectations (-.55)
The deal (-.44)

Organizational Identification (N=43)

Demographics
Process

Unmet expectations (.49)

Negative Responses (N=43)

Demographics
Process

Senior Executive (N=43)

Demographics
Process

Unmet expectations (.43)

Supervisor (N=43)

Demographics
Process

Culture clash (-.31)
Transition (.52)

R
36
1

36
75

16
.59

37
.63

25
.62

31
.83

24
54

31
.70

36
.66

Table 2

RZ

13
.50

A3
.56

.03
35

14
.39

.06
38

.10
.68

.06
.30

.10
48

13
43

AR?

13
37

A3
43

.03
32

.14
25

.06
32

.10
58

.06
74

.10
38

13
.30

P
NS
01

NS
.001

NS
.05

NS
.10

NS
.05

NS
.001

NS
NS

NS
.01

NS
.05



