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ABSTRACT:

The main purpose of this study was to explore Hpeetations and challenges that HR
service providers face in their recruitment an@&@n outsourcing activities in Ghana.
According to the research results, the transaatimst theory and the resource based
view of the firm theories applied to this study fioned that most firms use recruitment
and selection outsourcing as a way of saving @sisfocusing on core competences as
majority of respondents said the reasons why médgheir clients outsource their
recruitment and selection activities are basicagBared towards cost savings and
focusing on core competences in order to gain caitiyeeadvantage.

The findings of the research revealed that clibatge a lot of expectations from service
providers, as majority of respondents interviewadidated that they expects their
service providers to deliver quality servicesarms of quality of personnel, time-to-
hire, cost of savings etc.

However, this study showed that there were nunsoballenges that confront service
providers in their efforts to fulfill or meet thexgectations of clients. Some of the
challenges as revealed by the study included poanagement of contract, poor
management of relationship between the partieslempaate communication between
the outsourcing parties, and lack of skilled workéin the Ghanaian labour market.

KEYWORDS: HR Outsourcing, Competitive Advantage, BPO, GBeand Vendors
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1. INTRODUCTION

1.1 Background of the Study

This study seeks to examine the expectations aallealges that HR service providers
face in their recruitment and selection outsour@ngyvities within the Ghanaian labour
market. The global market today is highly competitand dynamic and so many
multinational companies are seeking opportunitiegrow, to remains competitive and
to meet changing business conditions. Furthermtire, labour market today is

increasingly also becoming competitive; many congmifieel the pain of mounting

recruitment costs, time to hire cycles, as weltheslonger time and effort burden that
recruitment activities place on hiring managers adR leaders. Multinational

companies around the world are therefore takingaathge of the global market
environment and are constantly seeking for oppdrésnin economies where cheap and
readily available skills and expertise can be erygdoto improve their companies'

performance.

The concept of outsourcing “non-core” HR actiatimcluding recruitment has been
adopted by some MNCs as a strategic managementteoaissist them to have
competitive advantage. As Robert (2003) suggesRD s a business model offers
human resource management professionals a signifiopportunity to focus on
activities that really add value to the organizadiooperations and reduce costs.
Recruitment Outsourcing is a business strategyrtizest multinational companies have
adopted as a means of gaining competitive advattggkelegating their recruitment or
staffing functions to third party entities. The saircing of non-core operations or jobs
from internal production (in-house) to externalitgnthat specializes in such activities
is thus changing the landscape of businesses athesglobe. In most advanced
economies, companies are taking advantage of cheépeadily available expertise in
developing countries such as India &China, Southicafand Ghana to strengthen their
competitive advantage through off-shoring of tieftO including HR activities.
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Franceschini et al, (2003) suggests “Outsourcing”defined as the process of
transferring the responsibility for a specific mess functions or a set of related
business functions to an external operator or ageetording to Greer et al (1999),
HRO takes place when a company contracts with anveliRlor to perform an HR

activity previously performed by the company in-eeuHRO can therefore be defined
as the delegation or transfer of HR activities tha traditionally performed internally
(in-house) to external third party to perform suattivities. HRO is a strategic

management tool that deals with delegating the aijperal responsibility for processes
or functions that were previously delivered intdiyngo external agents. HRO occurs in
both the private and public sectors and consistdifiérent types. These include
primary and secondary value chain outsourcing,tesira and tactical outsourcing,
selective and full outsourcing, business processooucing, off-shoring, near shoring,

co-sourcing, in-sourcing and geo-sourcing, andlaagment.

There has been much debate over the definitioRezfuitment Process Outsourcing
(RPO). This is because the industry is still grayvinence a widely accepted definition
remains elusive. Some are of the view that anyisemprovider offering services in a
number of functional areas should be consideredRR®. For instance, if a service
provider conduct candidate searches, performs npeeviewing screening, set up
interviews, and helps to hire the employee may ieeved as an RPO firms. Others
contend that the provider should go beyond thisawer the entire candidate lifecycle,
including, in some cases, making long hiring deeisi For the purpose of this research
study, RPO is defined &she contracting out of a company’s recruitment igities
which are traditionally performed in-house to antezwal or third party HR service

provider for a consideration which is normally tha@yment of a contract fée

According to Dell (2004) HRO has been identifiedttses fastest growing sector within
business process outsourcing and all of the majwice providers are pushing hard to
develop and increase their share of this poteptialige market. The Outsourcing
Institute, 1994/95 industry surveys’ report view utsourcing” as essential to
competitiveness and that significant capacity amality improvement is achieved

through outsourcing. Some analysts predict that HRIDcontinue to grow by more
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than 30% so that global expenditure on HRO in tisedlbne will reach $14billion by
2009. (Yankee Group, 2005). HRO involves more thatsourcing HR services such as
retirement benefits and payroll administration. HRflays a strategic role as
organizations are outsourcing HR activities suclpagoll, training and development,
recruitment, pension benefits and in some casesentire HR functions (Adler, 2004;
Cook, 1999; Greet et al, 1998) in order to have metitive advantage in the global

market environment.

Ulrich (1998) argues that there has been seriobatdeabout the contribution of human
resource functions to organizational performandes Ts due partly to the inability of

the human resource functions to demonstrate or slamerete value of its contribution

at the strategic level in most organizations. Ineffiort to address this concern, HRO
have been adopted as strategic tool that businessutves use as a way of adding
value to or enhances organizational performancest ompanies make the decision to
outsource for variety of reasons; however cost ¢cedn tends to be one of the most

im portant reasons.

Proponents of HRO have argued that many compaiass provide outsourcing
services are able to do the work at consideralsly ¢®sts, they don’t have to provide
benefits to their employees and have fewer opeyatost. According to them, it also
enables firms to focus on their core business, gaicess to new technology and
expertise which otherwise cannot be obtained irsbo®ther benefits of HRO include
freeing internal resources for other purposes;lee reengineering benefits and the
sharing of risks. Critics have, however argued HRRO rather leads to increased costs,
loss of control and data insecurity, as well asfladnbetween service providers and
outsourcing company, and serious disruptions ofhiheiness should the contract be
abrogated. Cooke et al (2005) pointed out thatoalth HRO as an organizational
strategy has increased substantially over thedastade; this trend has attracted less
academic research with regards to how outsourcauisibns are made, the manner in
which those decisions are implemented, how theoouting effectiveness is measured,
and most importantly the expected benefits or acue= of outsourcing decisions on

organizational performance.
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As a result, empirical evidence on the reasons @mdomes of outsourcing HR

activities is both fragmented and inconclusive.réhare differences in opinion as to the
real benefits of HR outsourcing. For instance, samt@ors see HRO beneficial in terms
of the delivery of services and the enhancementhefstrategic position of human
resource (Brenner, 1996; Laabs, 1993; Switser, 199thers on the other hand,
consider HRO as concession and that human res@urcgon no longer has a strategic
significance (Baker, 1996; Caldwell, 1996). Accoglito a report carried out by
Yankee Group (2005), on HR business process oulsgyonly 48% of key decision

makers agreed that HRO had delivered on the pramistirn on investment they

expected.

Kakabadse & Kakabadse (2003) note that althoughotitsourcing debate involves,
what and how to outsource, the most sensitive ssso@cerns what to outsource, the
impact of outsourcing on organizational relatiopshihe client/supplier interface,
performance management, and client satisfactios@tsfaction with outsourcing. They
refer to a new outsourcing paradigm in which comtipet advantage is achieved
through good relationships with business partneid eustomers. This can only be
achieved if service providers are in a positiommieet the expectations of their clients.
However, many business leaders are beginning tetigme the extent to which HR
service providers meet their expectations in HR@ &gainst this background that this
study seeks to investigate empirically the expemtatand challenges faced by HR
service providers in their recruitment and selectioutsourcing activities in the
Ghanaian labour market in order to gain a deepsghh into the challenges they

encounter in their effort to meet these expectatioom their clients.
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1.2 Research Problem

According to Greaver (1999), even in the best dfowrcing situations problems arise.
New innovative management strategy can producep@ated problems, it is therefore

important to investigate whether such problems mediocre outcomes of outsourcing
implementation are due to inherent flaws in thecepn or whether they are as a result
of poor management practices(Lonsdale and Cox)2000

This research therefore originated in the contéxgrowing concern among business
managers in recent times about the failure on t#w of HR vendors to meet the

expectations of outsourcing firms. As earlier oatedd according to a survey report
carried out by Yankee Group in 2005, on HRO, or#«dof key decision makers

agreed that HRO had delivered on the promisednetan investment expected. This
survey finding implies that most decision makers dissatisfied with the expected

outcomes from their HRO service providers. It ighrs light that this study seeks to

uncover the factors behind this state of affainsistthis study tries to investigate what
are the expectations and the challenges that sepvaviders face in their effort to meet

their clients demands.

Theoretically, not much information exists in theerdature from the academia and
researchers on recruitment and selection outsayicirthe Ghanaian labour market.
Much of the theories on outsourcing HR activitievd focused generally on why firms
outsource their HR functions, the arguments for agdinst HRO particularly in the
Advanced economies of Western Europe and UnitetesStddence this study can
provide useful information to the academia. Pcatly too, business leaders have not
focused much attention on the strategic risks &rdvulnerability that the outsourcing
of their HR functions can pose to their businessstwusiness leaders have been lured
into outsourcing their HR services due to the mwampeted expected benefits that it's
brings to organizational performance without anmigzthe implications of such
decisions and the challenges it entails. Hence rbosiness leaders lack knowledge
about the risks or challenges that HRO involvess tb address these knowledge gabs
that this research study tries to find out or imigede the expectations and challenges

HR service providers (vendors) face in recruitmentstaffing outsourcing in the
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Ghanaian labour market. Hence the research probésng posed isS?Vhat Expectations
and Challenges do HR service providers face indbuesourcing of recruitment and

selection activities in Ghana?

The significance of this study is first and forefnmsserve as learning process or useful
lesson for companies that intend to use HRO assaéss strategy to accelerate and
enhance the development of the organizations. S#goih is to serve as a source of
information to students and business managers atk relevant information on the
subject matter. Furthermore, it is to contributehte intellectual debate on the expected
outcomes and challenges facing HR service providarstheir effort to meet
organizational performance especially in this patéir subject matter, but which have
received very little attention from academia. laliidn, it will serve as bases for future
studies on the role of key players or actors sscdina managers, employees, and senior
management and the clients or vendors to the ssicfeldRO. Finally it will provide
useful information to guide policy makers to fashmut policies that would engender

the growth and development of the HRO businesshiana

1.3 Research Questions

In order to dissect the research problem for eagyyais, the statement of the research
problem has been subdivided into two sub-quesasri®llows:
a. What are the expectations of MNCS (Clients) Wwinatsource its recruitment and

selection functions to HR service providers in Gifan

b. What challenges confront HR service providersGhana as they try to meet these

expectations?
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1.4 Scope of the study

This research work is based on a study that atteamptvestigate and analyze the
challenges and expectations that HR service providievendors face in Ghana. First of
all, this study is limited in scope to only the Gh&n labour market and deals with
recruitment and selection outsourcing activitied aot to other areas of HRO such as
retire benefits, pay roll administration, trainiapd development etc. In addition, to
theoretically appraise all theories that might explHR outsourcing decisions is

beyond the scope of one research work.

In applying theory for this research study, thisdy limits itself to only two theories
i.e. TCT and RBV. This underscores the extent ticwla study of this kind involves
somehow arbitrary decisions with respect to scdpe. selection of only the TCT and
RBYV that have been applied to this study shouldbsotaken as an inference that other
theories may not also prove useful in understandvhy firms decide to adopt HR
outsourcing as a strategic management tool as dikeries also assist to explain the
motivation for HR outsourcing decisions. Furthermdhe research is mainly limited in
scope to multinational companies and do not inclGdaete Owned Enterprises and
Government Agencies. Lastly, the research seekswestigate and analyze the
challenges and expectations HR service providevgewdors’ face as they undertake the

outsourcing of recruitment and selection activitirethe Ghanaian labour market.

1.5 Structure of the Study

The research study has been divided into five @egtiThe first section, which is an
introduction to the research study, covers the dpacknd of the study, research
problem, research questions, scope of the studlysaymificance of the study and the
structure of the study. Section two takes a lookhat literature review of the study
which focus on some definitions and trends in HRsOurcing, types and process of
HR outsourcing, Motivation for HRO, TCT and RBVetries and their limitations,

relate the HRO decisions to TCT and RVB theoriestli@e other arguments for and
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against HR outsourcing. Section three covers thiaods and research strategy used in
the study. This section consists of the researdigdedata collection, data analysis,
reliability and validity of the study and an oveswi of the business environment in

Ghana and HR Outsourcing Activities.

The section four covers the empirical findings, rapienal areas of HR service
providers in Ghana, the expectations from MNCs ffB@T and RBV perspectives as
well as the challenges facing service providersnfitbe interviews conducted and the
last but not the least section consist of the disicun and conclusion, the managerial

implications of the study well as areas for futtesearch.
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2. LITERATURE REVIEW

2.1 Definitions and HR Outsourcing Trends

Outsourcing HRM activities by multinational compasihas become popular way of
improving basic services as it allows professiotiate to play a more strategic role in
the organization. In recent times, HRO has attth@elot of attention by business
managers, financial analysts, scholars and theané#iny articles have been written
on the subject and a lot of research work carrigton several aspects of HRO such as
managerial motivation, human resource managemerdinégss processes, the

relationship between the outsourced company andehéor or service provider etc.

Cook and Gilder (2006) defined HRO as having adthparty service provider or
vendor administer on an on-going basis, an HR iagtithat would normally be

performed internally. According to Greer, Youngldo& Gray (1999) HRO occurs

when a company contracts with an HR vendor to perfan HR activity previously

performed by the company. Domberger (1998) argoas‘Outsourcing” is the process
whereby activities traditionally carried out intathy are contracted out to external
providers. Greaver (1998) also stresses that ordismuis the act of transferring some
of the organization’s recurring internal activitiesxd decisions rights to outside
providers as set forth in a contract. Turnbull (208lso points out that HRO is defined
as placing responsibility for various elementshef HR functions with a third party.

For the purpose of this study HRO is defined #® delegation or transfer of HR-
related activities that were normally performed emally (in-house) by an

organization's HR department to an external thiedtp."

Some analysts suggest that outsourcing certainnéssiprocess including human
resource, procurement, financial and accountingtfons to IT consultants and service
providers is growing in popularity as companieskstereduce their operating costs.
The HR business process outsourcing service sgotov 8% worldwide last year to
$405billion, according to market research firm (Rirgham, MA). The sector is

expected to grow at 11% per year to reach $688billn 2008, as companies strive to
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reduce costs further. For instance Procter & Gamsigeed a 10-year, $400million
contract last year to outsource its HR functiondB® Business Consulting Services
(Chemical Week, September, 24, 2003:14).

Dearlove (2003) predicted that business processoouting was estimated to yield
$50billion in revenue worldwide by the end of 20@4d according to a survey carried
out by the Society for Human Resource Managemexcprding to the report currently

58% of companies outsourced at least one of themam resource management
activities. (HRM Outsourcing Survey, SHRM, 2004)ccarding to IDC research,

spending on HR services is forecast to reach 1gGbiUS dollars worldwide by 2010.

The United States which is the largest portion le¢ tnarket is forecast to reach
68billion US dollars by 2010, growing at a compowmhual growth rate of 10.6% over
the Syear period i.e. 2005-2010 (IDC Research, 005

The origin of HRO can be traced back to the dedimibrk of Micheal Hammer and Jim
Champy in Re-engineering the Corporation. This dcands the business process
reengineering (BPR) industry in the early 199@,$ hot bizarre to find out that HRO
is being referred to as off-shoring, business m®ceutsourcing (BPO) business
transaction outsourcing (BTO), near shoring, orsbaring in management literature.
This shows that HRO calls for a more carefully dedi definition. (Corporate Research
Forum, 2006). According to Schumacher, (2005) Qutsng first appeared in the IT
industry in the 1980,s at the time when compareesgnized the benefits of having IT
service partners in order to develop complex systemmd enhance the way that a
business process or service is managed. The oaisgundustry has taken different
dimensions since then, with HRO assuming a dominalet in the business process

market.

As a result of increased globalization and highspure to innovate, most business
managers are compelled to adopt business stra@gietactics that would enable them
have sustained competitive advantage over thealsi\HRO has been adopted as a
strategic management tool by which business masageend to increase their

competitiveness in today's global market environtn@utsourcing HR activities can
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be a way to quickly gain competitive advantage égurcing costs, improving quality,
and concentrating on core business. The outsoudfirfguman resource services has
emerged as a front runner in the ever growing lassiprocess outsourcing market. The
demand for greater corporate productivity and pabfiity as well as the potential
efficiencies that is likely to be derived from ttembination of human resource services
across a host of enterprises, have fueled the pacehich HR transactions are
contracted. The human resource departments of nuifocorporations have moved
strongly to outsource key functions. According td994 survey of 400 corporations
conducted by the Olsten Corporation, 45 percent fiohs outsource payroll
management, 38 percent outsource tax administrafidnpercent outsource benefits

management and 34 percent outsource their workenpensation.

In a 1995 survey of 121 businesses, HR Magazinadidhat 91% outsource one or
more of their HR functions, and 16% outsourced mtran $1million annually.
Functions most outsourced included outplaceme#dgoj6training delivery (46%) and
training development (40%) Information Technologydamanagement information
Systems led the way in outsourcing, but recentlg@urcing has been extended to other
operations. Outsourcing is now one of the majonifigance in the HRM area. It has
come to the front line as the role of HRM in conparary business environment has
gained particular prominence. HRM is the second tnikely corporate business
function to be outsourced, according to a studymerican Management Association
(HRM Focus, 1997). Outsourcing activities initiatgmprises only a small segment of
HRM such as payroll functions (Adler, 2003) but lmgewn gradually to encompass

many HR functions.

Today, HR outsourcing involves more than outsogrdi#R services such as payroll
administration. Instead, HR outsourcing also plastrategic role as organizations are
outsourcing HR activities such as training andnigiriand in some cases even the entire
HR functions. (Adler, 2004; Cook, 1999; Greer etl@199, Lepak and Snell, 1998).

As pointed out by Woodall, Gourlay, & Shorts, (2D@@idence from professionals and
publications from practitioners have shown that 8 increased considerably over the

last decades. For example qualitative and quawgtaeports from a range of sources
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such as People Management and the Cranet Surveyndiveet al., 2000;
Pricewaterhouse (2002) provide further proof of griowth.

2.2 Types of Outsourcing

There are different types or categories of outsngrcSome of them are information
technology outsourcing, knowledge process outsogrcand business process
outsourcing. Others include primary and secondayer chain, selective and full
outsourcing, tactical and strategic outsourcind;shbring, near shoring, in-sourcing,

co-sourcing, geo-sourcing, and outplacement.

2.2.1. Primary and secondary value chain outsogrcin

According to Porter (1985) the value chain is diegtt as a model that outlines the
value activities performed or undertaking in a camyp and their linkages to the
company’s competitive position. In the process ohwerting inputs into outputs
companies undertake many different kinds of adisitvhich can either be defined as
primary or auxiliary or secondary activities. Thenpary activities link the supply side
(raw materials, inbound logistics and productionm)the demand side (out bounded
logistics, marketing and sales). The primary atigsi create and bring value to the

customer and they form part of the value chain dediver the market offering.

Supporting (auxiliary) or secondary activities assind improve the performance of the
primary activities. They constitute an infrastruetubase that allows the primary
activities to be carried out. The margin which éscribed as the difference between the
total value and the total cost of performing alivaties in a company is determined by
how the activities are carried out, how they interand how the links among the
activities are managed. The management of thesetiast influences the costs and
efficiency of other activities. One way of desondpi outsourcing in a company is
through their primary and secondary value chaiiviéies. For instance, in a company

the primary value chain activities such as manufang and advertising can be
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outsourced. In the same vain the secondary valan chctivities such as payroll,
research and development (R&D) and PC support ssmbee outsourced. It must be
noted that HRM activities including recruitment sarcing, payroll administration,
compensation, Procuments falls under the secoralaiyities in the vain chain. The

figurel illustrates this point.

-
Firm Infrastructure \

Secondary Payroll  Human Resource Management
Activities -< PC Margin
R&D Technology Development

support

Procurement >
L

Manufacturing Advertising

Inbound : Outbound | Marketing
Operations

o . Service / Margin
Logistics Logistics | And Sales B

A

'

Primary Activities

Figure 1Distinction between Primary and Secondary Chaiivities

SourceAdapted from M.E Porter (1985)

2.2.2. Tactical and Strategic Outsourcing

Tactical outsourcing is often used to resolve peattproblems such as filling a
vacancy. Strategic outsourcing on the other hawaolwes outsourcing that is linked to a
company’s long-term strategy and is expected te lediect on the company for a long
time, for instance the outsourcing of R&D. Strategutsourcing has more influence
than tactical outsourcing on areas like core coemust, future costs, current and future
competitive advantages. Strategic outsourcing caniniplemented within a year;
however it takes a longer time to see its full ictp@ccording to Greaver (1999) the
risk with strategic outsourcing are higher, becamisavolves a greater part of the

organization than tactical outsourcing.
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2.2.3. Selective and full outsourcing

Another means of distinguishing between types dbawcing is selective and Full
Outsourcing. Outsourcing can be described througtnéinuum ranging from selective
to full outsourcing. In selective outsourcing tlempany decides to outsource a discrete
activity like security or cafeteria rather than miwiit in-house. In full outsourcing a
whole function or process like IT or HR is outseddo a vendor. The figure2 in the
next page illustrates this. Generally the risk imed in selective outsourcing is lower

compared to full outsourcing.

Selective Full
Outsoureng Dutsonreing
TRADITIONAL EMERGING
OUTSOURCING OUTSOURCING
Scope = Discrete st Su-Procecce: # Functions >
Actie Procezes (BP0)
+ Operzhons] | Tactical + Strategie
' Low Ruck + Hugher Ruck
Example  + Secunty  Paynoll T
» Cafetena + Benefit Admimztration iR

Figure 2:Continnum describing Selective and Full Outsourcing

SourceAdapted fromHakan Borg (2003).
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2.2.4.Business Process Outsourcing

According to Gartner Group (2000) BPO is definedte delegation of one or more IT
intensive business processes to an external prowide in turns owns, administrates,
and manages the selected process and processesupase defined and measurable
performance metrics. Business process outsouramefpudes outsourcing services
related to accounting, Human resource, benefitgiofieadministration, finance, sales
and marketing, legal services etc. BPO is basetth@mprinciples of re-engineering, but
also combines them with the ownership and manageonfeprocesses on behalf of a
client by an outside vendor. Business process autsw has been applied to many
transactional processes that can be easily de@inedaled and transferred to third party
owners who have deeper expertise than the outsbwa®pany. The management of
the IT systems has been the only major elementutoarcing market until recent
times. The figure 4 below gives examples of tlaglittonal outsourcing activities that

have change to what now constitute business pratgseurcing.

TRADITIONAL OUTSOURCING BUSINESS PROCESS OUTSOURCING

RECRL’ITL\"C>> PAYROLL >>v~
COMPANY
TRAINING >>

SUPPLIER SUPPLIER
3 4

Figure 3 Traditional Outsourcing changes to Business Prodessourcing

SourcelDC, Human Resource Service Marketplace, Part fds&cast and analysis,
2000-2005.
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2.2.5 Off-shoring, Near-shoring and On-shoring

Off-shoring occurs where business operations abeahiracted out to companies in
distance countries where taxes, savings and low @bdabour provide necessary
incentives for companies to farm —out some of thBduse processes. Near-shoring on
the other hand is a situation, where work is dangeovices are performed by people in
neighboring countries instead of the domiciled d¢ounWhiles On-shoring occurs

where in-house processes are subcontracted oahiesdic companies.

2.3 HR Outsourcing Process

HRO process is a very complex activity which inesdwdetails and sensitive decisions
affecting the company's employees and assets. dieroto guarantee the successful
implementation of the company's HRO decision, thmpany’s management is assisted
by consultants at various stages of the outsoungmgess. The outsourcing institute,
based on a survey it conducted in 1995 on 30 outswy firms, identified the key

phases of the outsourcing process, and the averagent of time required for each
phase. According to the report the outsourcing @sscis broken down into seven
distinct steps, which can be grouped into threenntaitegories: The pre-solicitation
phase, the solicitation phase and the implememntgtbase. On the average firms
required 14.6 months to complete outsourcing psjcesth the fastest outsourcing

action taking six months and the most prolongedireg twenty four months.

The pre-solicitation phase involves the assembly imiernal project team, the
identification and evaluation of candidate funcsorior outsourcing, and the
development of the request for proposal (RFP). &lssps need 4.5 months or about
30 percent of the total process time. Accordingthte survey, the Chief Financial

Officer typically spearheads the outsourcing teawh @xerts top-down leadership.
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The outsourcing decisions are generally made byadl group of senior executives and
development of an effective request for proposatritical to the success of the

outsourcing action.

At the solicitation phase, the outsourcing firmiesus and evaluates vendor proposals,
selects a service provider based on the propasadsnegotiates the contract.

These steps requires on the average about SmamtkEghtly more than one third of
the total process time. The outsourcing firm cossdreputation, experience and
existing relationships, when deciding on the chaita vendor. The price is not a vital
factor. In the proposal evaluation, the firms tehde adopt a balanced “best —value”
approach, which consider reputation, proposed aonterms, and proposed technical

approach as well as price.

The third phase of the outsourcing process isridementation stage, which involves
the development of a detailed implementation plamd the actual transition of the
support function to the vendor. However, accordingBooz Allen & Hamilton a

management consultancy firm survey report (200Exet have been several flaws in the
manner traditional outsourcing has been applied mataged. These flaws include
decision making and implementation flaws. As argbgdBooz Allen & Hamilton

Consultancy, as far as the decision making flawscancern, the full economic impact
of outsourcing is not given sufficient considerati@and much emphasis is placed on
“simple stuff” whiles most of the cost base ar@aged, non-core activities are

outsourced automatically.

Secondly, the implementation flaws involve lackapipropriate attention paid to the
selection of vendor or service provider and poonagament of ongoing vendor-client
relationship. In addition, the organization is able to transform itself to manage new
processes and relationships. In order for a compgangvoid these problems, the
company must pay particular attention to pre anst paitsourcing decision- making
process. Some researchers and practioners havesseggnd developed some models
that can be used in the outsourcing process smraake the right decision. One of such

models is “Composite Outsourcing decision Frameivavkich was developed by
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Chris Fill and Elke Visser (2000). They suggesteat 8 company that is considering

outsourcing should analyze these different elements

The first element is the contextual factors whi@aldwith an analysis of internal and
external factors that are associated with the sbrdkthe specific activity or process
that is considered to be outsourced. For exampiesiments, revenues, confidentiality
needs linkages with operations, manageability asdeddence on vendor and the
second element mentioned is the strategy and steugthich concerns an analysis of
the structural and strategic aspects of outsourdixgmples are uniqueness of activity
or process that maybe outsourced access to knosvladd competence, as well as

capability of the vendors to perform the activitypsocess and corporate culture.

The third element which is the transaction cosagwith the usage of the TCT as a
basis for the analysis. There are two types ofsgadius the production costs and
transaction costs, the production costs are linkigd the act of performing the activity
or process, and the transaction costs occurs assat rof the coordination and
management of the vendors. In order to lower ti@tima costs, the customer should
pay particular attention to the contract with tlemdor. The figure 4 illustrates the three

elements of outsourcing process suggested bydfitlsVissers.

Contextual Factor

Strategy & Structure Management
Consideration
&

Judgment

Outsourcing

Transaction Cost

Figure 4:Composite Outsourcing decision frameworks

SourceAdopted from Fills and Visser (2000).
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As pointed out by Capelli (2000) there are sevstaps that a company should take in
order to choose the right vendor. This demandd afseew competences for managing
the vendor. For instance negotiation arrangements @erformance specifications,
creating incentives for performance, monitoring piance and establishing contracts.

In this respect, Greaver (1999) proposes the fafigwteps in the outsourcing process.

1. Selection of VendorShe evaluation criteria are set and vendors agatified

and screened. Afterwards, a request for proposansto vendors who will then come
with their proposals. These proposals are evaluiatéefms of qualifications and costs.
A due diligence of the vendors must be done aral tatceptable cost of outsourcing
determined. A shortlist of vendors should then dmiled.

2. Negotiation termsthe outsourcing contract calls for careful plagniCareful

planning should take place to address pertineoesssdeal breakers and terms sheets
before negotiations with vendors. Negotiation idels settlements of the contract,
scope, performance standards, pricing schedutess i@nd conditions of the contract.
Once the negotiations are completed and the cdrgrgoed, the relationship is then

announced.

3. Transition Resourcest the vendor plans to take over resources from th
customer, the resources have to be transitioned. skép includes adjustment of team
roles, compilation of transition plan, addressifgransition issues like communication,

meetings with employees and vendors as well asigdlysovement of resources.

4. Managing relationshipZhis involves the adjustment of management stytleei
need arises, setting up an oversight council, conication, definition and design of
meeting agendas, meeting schedules, performanoetseperformance oversight roles

and addressing of poor performance if that is #s2@&nd building the relationship.
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2.4 Motivation for Firms HRO Activities

A number of theories have been expounded by schtdaexplain the rationale behind
the adoption of HRO as a business strategy by essiteaders in the management
literature. In this particular section, an overvieWwthe transaction cost theory and the
resource based view of the firm have been appliedthe fundamental theories
underlying this study in order to explain the reaswhy business leaders adopt HRO as
a business strategy to gain competitive advantageaddition, it also highlights some
of the limitations and criticisms of the TCT and REh the management literature.
Indeed there have been several theoretical stodiesultinational companies and their
behavior. As a result, there are numerous theocasied views on multinational
companies to explain their behavior based on tlenauic literature. Among these
theories include, the Transaction cost theory, Bbkectic theory, the Resource Based

View of the firm, Uppsala model, Institutional Céyilay theory, Agency theory, etc.

This particular study draws on the TCT and RBMW&s basis for the research work.
These two theories help in explaining the reasors/ Wwusiness leaders adopt
outsourcing as a business strategy in some iflhtitear HRM functions. The TCT and
RBV are examples of two underlying theories thatehbeen propounded by academia
or scholars notably; (Coase, 1937, Williamson, 13886rnerfelt, 1984, Barney 1991) to
help explain why outsourcing has been adopted asnéss strategy by business

executives of many organizations in the strategaoagement literature.

2.4.1 Overview of Transaction Cost Theory

According to management literature, transactiortscesonomics or theory was first
developed by Coase (1937) who considered the guestiwhat drives organizational
form. This theoretical framework has been widelgwn as transaction cost economies
otherwise called transaction cost theory in somxbtmks. Coase (1937) recognizes
that in addition to production costs, a cost arisennection with how transactions are

organized within markets or organizations (hiereagh As Milgrom and Roberts
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(1992) stated, Coase developed the idea that “@cizimoy on transaction costs would
determine the organization of economic activitywssn the firms and markets”
(Milgrom and Robert, 1992: 51). The developmenthid idea is of significance to the
concept of outsourcing. Even though it appearsincstely, the definition for
transaction cost according to Robin (1987) is rdRebin (1987:69) defined transaction
costs as “those costs associated with an econowi@age that vary independent of the

competitive market price of goods or services ergkd”. (1987:69).

However, there are differences in the interpretatibwhat constitutes transaction costs.
Ouchi (1980) highlights the costs of ensuring exgigans are met. Spicer and Ballew
(1983) focus on lack of information, while Baimat990) introduces computational
costs and contracting costs. Domberger (1989) @soe in with switching costs ( i.e.
cost of moving from in-house to external provigioosts of looking for a new supplier,
loss of in-house skills, loss of innovation andslasf control were all viewed as
transaction costs. Milgrom and Roberts (1992:2@) tsensaction costs as “the cost of
negotiating and carrying out transactions. Theyssfeed transaction costs into two
categories, the cost of co-coordinating and theéscot monitoring. “The core task of
economic organization is to coordinate actionshefvarious individual actors so as to
form a consistent plan and to motivate the actorsaccordance with the plan”
(1992:29).They defined coordination costs as “tbst of monitoring the environment,
planning and bargaining to decide what needs taldiee”. The coordination costs
include or involved cost of bringing sellers andg/éns together. For instance, the cost of
market research, advertising, marketing, pricergefirocedure and the effort expended

by the buyer to find a product all constitute t@i®n costs.

The transaction cost economies or theory was fudbgeloped by Williamson (1985)
in his write up titled the Economic Institutions of CapitalisniHe emphasized that the
decision making process as to whether to ‘makeboy’ (goods) or ‘supply’ or ‘buy’

(services) involved transaction cost. AccordingNdliamson, the decision to provide
goods and services internally or to outsource seligon the relative cost of production
and transaction. In other words, it is a comparisbrihe costs of coordinating and

managing alternative models of governance in @tatd either buying the goods or
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services through market mechanisms (outsourcingupplying the goods or services

through internal or ‘hierarchy’ mechanism.

TCT has been developed to facilitate an analystbef'comparative costs of planning,
adapting, and monitoring tasks completion undeeradttive governance structures”
(Williamson, 1985:2). “The unit of analysis is th@nsaction, which occurs when a
good or service is transferred across a technaltigiseparate interface” (Williamson,

1985:1). Transaction costs arises for ex-ante readqadrafting, negotiating, and

safeguarding) agreements (contract) between theepdo the transaction and ex-post
reasons maladaption, haggling, establishing, atjperal and boding costs. Decision
makers must reflect on the production and transaaosts associated with effecting a
transaction within their firms (in sourcing) as agh the production and transaction
costs associated with effecting the transactiorthsn market (outsourcing). If they

choose to use the market, they must then decidegtfitetype of contract to use.

Williamson (1985) argued that two human and thregirenmental factors lead to
rising transaction costs. These two human fact@s a

a. Bounded Rationality- human beings are likely toehétve abilities or resources
to consider every state contingent outcome assutiafth a transaction that
might arise.

b. Opportunism- human beings will act to further treim self-interests.

The three environmental factors are:

a. Uncertainty- uncertainty aggravates the probleras @hise because of bounded
rationality and opportunism.

b. Small numbers trading- thus if only a small numlbérplayers exist in a
marketplace, a party to a transaction may havecdify to discipline the other
parties to a transaction via the possibility ofhditawal or use of alternative
players in the marketplace.

c. Asset specificity- the value of an asset maybechéd to a particular transaction
that it supports. The party who has invested inabsets will incur a loss if the

party who has not invested withdraws from the tmatien. The possibility
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(threats) of this party acting in an opportunistianner leads to the so called

“hold-up” problem.

Williamson (1985), argued that three dimensiongheftransaction affect the type of
governance structure chosen for the transactiosetasspecificity, uncertainty, and
frequency. As assets specificity and uncertaintyrease, the risk of opportunism
increases. Thus decision-makers are more likelghtwose a hierarchical (firm-based)
governance structure. As frequency increases, tinparative advantage of using
market governance structures decreases becaus®dtse of hierarchical governance
structures can be amortized across more instarfcé® dransaction. Transaction cost
theory predicts that the level of uncertainty kely to affect whether a decision maker
chooses to outsource or insource. In other wdredsost element is a critical factor in
determining the kind of governance structure thakeaision-maker would choose in
reaching a decision as to whether it outsourcentermalize some aspects of its

operations.

2.2 Limitations of the Transaction Cost Theory

TCT like many other theories have some limitatidmesnce varied criticisms have been
leveled against the transaction cost theory by sechelars. For example, according to
Robins (1987) he believes that the transaction dw=try’'s underlying assumptions
have not been adequately examined and that thiselsadted in some serious logical
and empirical weaknesses’ in published works. Degpis, he believes it is a powerful
tool for organizational analysis, but should beeipteted at a fairly general level of
thought.

Furtherance to this, Robins also claims that thesaction cost theory builds on a basic
microeconomic theory i.e. a perfect market struetdiherefore its capacity to capture
reality is inhibited by the limitations of microewmmic theory and limitations of perfect
market assumptions. He believes that transacti@t d®@ory is compromised in an

imperfect market. According to him he feels thaisttrical institutional transaction
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cost researchers have paid little attention tardjsish the theory and it practical with
the resultant failure in given reality to the kiodl priority over theory that requires an
empirically tested field” ( 1987:74).

Kakabadse and Kakabadse (2003) also criticizedsadion cost theory as having its
limitations “as it does not account for the leatigrsand management capabilities to
structure and manage cooperative relationship a@ruth effective working of

outsourcing arrangement”. (2003:670).

Table 1:Theoretical Construct of TCT

Costs: Transaction costs

Production costs

Transaction Type:
Frequency — decreases production costs

Assets specificity- increases production costs

Uncertainty- increases coordination costs

Threats of opportunism
Small number of vendors- increases coordinatiomscos

Contracts- decreases coordination costs

Adapted from Hodge, Anthony, and Gales (1996).

2.4.3 Relating TCT with HR Outsourcing

According to Coase (1937) and Williamson (1985)tthesaction cost theory states that
transactions and exchange between companies leadsagreement. The establishment
and management of this agreement drive costs vénilcalled transaction costs. There
are three kinds of transaction costs. First andnmrst, information costs which are in

relation to the process of finding a counterpathwyhom to perform the transaction.
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Secondly, negotiation costs which is in relatiorthe transaction that occurs. Thirdly
control costs which are related to the monitorind enanaging the relationship.
As to whether the activities should be performedrmmally (vertically) or externally (on
the market) is determined by a transaction costlysis. When conducting a
transaction costs analysis all costs are taken antwsideration, both production and
transaction costs. If the total overall cost is doywthe activity should be retained in-
house and vice versa. Thus in undertaking an &ctivinether internally or externally,
Williamson listed three factors that are signifitgimportant namely:
1. The degree of transaction-specific investments nfadéhe activity; the
more transaction-specific investments that are maggnally and are
only useful for a particular activity, the higheropability that the

company should undertake the activity internal.

2. The frequency of the transaction, the more oftendttivity occurs, the

higher probability that the company should perfarim-house.

3. The degree of complexity and uncertainty in purcigasituation, the
more complex and uncertain the situation is théndrigprobability that

the company should retain the activity internally.

TCT offers a useful framework for the analysis odk&-or-buy decision. It has been
widely used in recent times to analyze the chowesle by numerous industries
between different governance structures. Among #stablished transactional
characteristics of HR activities, TCT suggests tasset specificity, frequency and
uncertainty of transaction play a significant ralethe HRO decision. As far as asset
specificity is concern, the more specific-investinarade in the physical and human
assets deployed by the HR department are condem)ass likely the company will
contract out an HR activity. For example in a ditawhereby a decision is to be made
as to whether HR activities are to be performeéhduse or outsourced, one can guess
that investment specificity will play a major rdier human capital assets. A company
specific skills, know how, and idiosyncratic feasibecomes very important for an HR

activity. The risk of hold-up for the company ane thecessity to provide the assets
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owner with appropriate incentives will reduce thieelihood that the activity will be
outsourced. TCT also suggests that the size ofna dr company is very important
because as firms size increases, the disadvanfgg®auring HR activities internally
arising from possible economies of scale decre#@sea.firm size increases, transaction
costs play an increasingly important role vis-aieduction costs. The size of a firm
might thus influence the decision to outsourceHi® activities. Pisano (1990) argues
that the size of a firm gives evidence of the mmanagement costs. Thus the larger
the company, the higher is the costs generatedhoge administrative structure.

Hence it is worthy of note that large companiedtém resort to outsourcing of its
business processes including its HR activities. Tihpredictability or uncertainty of
level of HR activities might lead to a mixed stgatesolutions where the firm or
company will maintain and develop resources in-Bots meet the predictability

component and outsource during peak period. (\Wilian, 1985; Lever, 1997).

In summary, assets specificity, frequency of adaation, uncertainty of transaction
constitutes appropriate factors to explain thesiesito outsourcing HR activities. This
study suggests that the low level of assets spégifiuncertainty and frequency are
definitely linked to HRO decisions of most companiEor transactions which are very
high asset specific, high frequency and high uagetg, companies would prefer to
retain these activities internally. Whiles undendiions of low assets specificity, low

frequency and low uncertainty it worthwhile to ausce components.
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Outsourcing | Outsourcing In-House
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& Uncertainty
Outsourcing | Outsourcing In-House
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Degree of Transaction-Specific Investments

Figure 5: Framework decision whether to outsource or notourte

Source: Adapted from Hakan Borg (2003)

2.4.4 Overview of the Resource-Based View of therf

A. The resource based view of the firm is an ecanomanagement tool used to
determine the strategic resource available to ra.fifhe underlying principle of the

resource based view is that the basis of a firnmetitive advantage lies primarily in

the application of the bundle of available resoutw the firm possesses (Wernefelt,
1984:172; Rumelt, 1984:557-558). For the firm @ngform a short - run competitive

advantage requires that these resources are hetexmgs in nature and are perfectly
immobile (Barney, 1991:105- 106; Peteraf, 1993:180)is translates into perfectly

neither imitable nor substitutable without greafodf (Hoopes, 2003:891; Barney

1991:117). If these conditions hold, the firm’s dlenof resources can assist the firm to
sustain above average returns.
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The Resource Based View of the Firm as said eadi@another underlying theory for
HR outsourcing decisions. Strategic resourcesh&réocus of the Resource Based View
which competes with Transaction Costs Theory tdagmghe sourcing decisions made
by organizations. The Resource Based View accortinBarney (1991) focuses on
those factors that help the firm to gain competitadvantage. The proponents of the
Resource Based View such as (Barney 1991; Matat,Famd Barney, 1995) observed
that some companies appear to earn sustained adhaturns or profits. They argued
that this outcome is as a result of these compdmiesng access to key resources
(Barney, 1991).

These strategic resources share four characteristimely; they are valuable, rare, and
imperfectly imitable and have no easy substituldsese four characteristics jointly

enable a firm to protect a competitive advantagaless the resource is valuable,
competitive advantage will not arise. Valuable teses by definition generate returns.
If the resources are not rare, many competitors azjuire it. Thus the advantages
obtained through using the resource cannot be isadtaStrategic resources are also
difficult to replicate. Factors such as causal auiby, social complexity, and history

can prevent a competitor from fully understandirggvha set of resources leads to

competitive advantage, thereby impeding replicatibthe resources.

Finally strategic resources must be difficult tobstitute. If substitutes exist, a
competitive advantage cannot be sustained (Bart291). As pointed out by Barney
(1991), the value of different resources affects lhundary decisions of a firm. Firms
will try to retain in-house activities that takevatitage of their strategic resources.
Outsourcing these resources would deprive the @gions of their competitive
advantage and subsequently their abnormal retubusican, 1998). Where these
resources are not strategic, they will look to outse them. An organization is not
likely to undertake specialized investments in &sg® support transactions unless they
give it competitive advantage. Otherwise, it migigtifiably rely on the marketplace to

support the transaction.
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2.4.5 Limitations of the resource-based view offthm

The resource based view theory as propounded neB#8991) has received a number
of criticisms from scholars such as Peteraf (1999rter (1994) Foss, (1997)
Mosakowski et al (1997) Priem and Bustler (2001 arany others. The definition of
the basic concept and unit of analysis is a primaguisite for any attempt to
disseminate a theory and the resource based viewatian exception. Many criticisms
have been highlighted, some ambiguous problems regpect to the way the RBV

handles these basic requirements.

In the literature two main issues that recurs Hasen identified which concerns the
manner in which the RBV was defined by Barney ()9®Hirst and foremost the

definitions are described as inclusive and pleanaSecondly there is no agreement on
the unit of analysis which is regarded as too marrccording to Foss (1997:11) the

definitional state of the RBV is in a terminolodisaup. He made reference to the non-
homogenous use of terms such as assets, resocapadilities and competencies. He
argued that those make the distinction generallgwe knowledge assets are the most

likely to yield sustained competitive advantage.

Priem and Bustler (2001) also made four key csitis. According to them, the
resource-based view is tautological, or self-vengy Barney (1991:106) defined
competitive advantage as a value-creating stratieglyis based on resources that are
among other features valuable. As pointed out bgnPrand Bustler (200:131), this
reasoning is circular and therefore operationailalid. Secondly different resources
configurations can create the same value for fiam$ thus would not be competitive

advantage.

Thirdly the role of product market is underdeveldpe the argument and the theory
also has limited prescriptive implications. It igfidult if not impossible to find a

resource which satisfies all the Barney's VRINamitn. Fourthly the assumption that a
firm can be profitable in a highly competitive metkas long as it can exploit

advantageous resources, but this may not necesbarithe case or valid. It ignores
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external forces concerning the industry as a wHedeter’'s industry structure analysis
merits consideration. Porter (1994:445) pointedthat at it worst; the resource based
view is circular. Successful firms are successkdause they have or possess unique

resources. They should nurture these resources sadcessful.

Furthermore, as argued by Lippmann and Rumelt, 1)98here is a long time
implications that flows from its premises; a proemh source of sustained competitive
advantage is casual ambiguity”. (1982:420) “Whimkstis an undeniably true, and
leaves an awkward possibility; the firm is not aldemanage a resource it does not
know exists, even if a changing environment requihes” (Lippman and Rumelt, 1982:
420). Through such an external change the initiatasnable could be nullified or even
transformed into a weakness (Priem and Bustlerl233; Peteraf, 1993:187, Rumelt,
1984: 566). Much of Barney RBV theory relies on gremises that general or factor
markets are efficient and that firms are capablpretisely pricing in the exact future
value of any value-creating strategy that couldvflrom the resources (Barney,
1986a:1232), but Dierickx and Cool (1989) argueat fhurchasable assets cannot be a
source of sustained competitive advantage, justuzthey can be purchased. Either
the price of the resource will increase to a ptiat equals the future above-average
return, or other competitors’ will purchase theogge as well and use it in a value —
creating strategy that diminishes rent to zerogiRgt 1993:185, Conner, 1991:137).

Hoopes, Madsen and Walker, (2003:890) argued,dheept rare is obsolete, although
prominently present in Wernerfelt's original artigtion of resource based view (1984)
and Barney's subsequent framework (1991), the qurbat resources need to be rare
to be able to function as a possible source of stagied competitive advantage is
unnecessary due to the implications of the othacepts (e.g. Valuable, inimitable, and
non-substitutability) any resource that follow theevious characteristics is inherently
rare. The lack of definition with regards to thencepts sustainable makes it premises
difficult to test empirically. Barney's statement1091:102-103) that competitive
advantage is sustained if current and future ritalge ceased their imitative efforts is
versatile from the point of view of developing aedlnetical framework, but a

disadvantage from a mere practical point of viewhase is no unambiguous end-goal.



41

2.4.6 Relating HRO with Resource Base View

The Resource Based View of the firm therefore pl®wseful account of HR decisions
because the advocates of this theory such as (Ba8#1 and Ulrich;1996) believe that
outsourcing can be productive to the developmeritthe core competences of an
organization especially in the area of HR practidd® notion of the Resource Based
View was “rediscovered” by Wernerfelt (1984) andieleped into a more robust theory
by Barney (1991:99), who argued that organizatitoistain sustained competitive
advantage by implementing strategies that explwir tinternal strength ( strategic
value) by responding to environmental opportuniatmjes neutralizing external threats
and avoiding internal weaknesses.” The Resourcedbdew strategy is closely linked
to a growing body of research on high commitmenmagament models.

This perspective helps in defining both an orgatona ‘core’ function and the optimal
HR policies that will bring out the best performaraitcome.

In the context of accelerating global competitiveegsures, organizations are being
advised to focus on their core competences andeututsourcing to capitalize on other
expertise (Domberger; 1998, Porter; 1990, Prahatatl Hamel, 1990). According to
Cooke (2003) what constitute core activities andngetences is dynamic; hence
organizations are constantly reassessing whatein #ew consider as their core and
non core aspects of their business and re-adjusiiegway these activities can be

sourced, either in-house or externally.

The nature of HR activities are changing each pgsday, for example HR activities
are becoming more complex, are more compartmeeathiito relatively self-contained
areas (Tyson, 1987). Specialist outsourcing supfitims have emerged in response to
this growing demand in businesses and HR outsayi@ppens to be one of them. The
Resource Based View of the firm recognizes theihgldf a firm’s strategic resources
and capabilities as critical determinant of th@mpetitive advantage (Barney, 1986b)

and the outsourcing of non-core competences.
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Many organizations outsource HR activities at kb strategic and operational level
for a number of reasons. Outsourcing companies @tveral reasons for shifting
support functions to outside service providers,luiding a sharpened focus on
company’s core businesses and capabilities; cdsct®ns and improved utilization of
capital resources, improvement in the quality, oespreness, and agility of internal
services; improved access to new technology, adoeskilled workers, and one time
revenues through sale of assets. A firm resourdecapabilities (core competences)
and costs are the underlying reasons why most fttectde to outsource non-core HR
functions, so as to focus on it core competencashadre of vital significance to the
performance of the organization. Core activities #nose activities that the firm does
best and/or are crucial to the firm’s competitivivantage and therefore must be kept
internally( in-house). On the other hand, non amvities are considered to have little
impact on the overall performance of the organimatind therefore can be outsourced

to external providers.
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Table 2: Motivation for firms Outsourcing HR Activities?

TCT

RBV

HR Outsourcing enables firms to sav|
or reduce operating costs.

HRO allows firms to gain access to
better and new technology at lesser
costs.

HRO enables firms to have competiti
advantage of specialized service
providers who have the expertise in t
functional areas concern

HRO creates the opportunities for
firms to shift the burden of risk and
uncertainty that are associated with
business to someone else.

HRO provides firms with greater

flexibility and productivity by using
temporary labour to cover for shortag
or fluctuating demand for labour.

HRO allows companies to add value
and reduce personnel far easier than
company can do in-house, thus avoig
expensive layoff process.

eHRO allows the HR departments of firms
to concentrate resource on their core
competencies.

HRO can foster the development of

relationship which creates partners

between vendors and clients that can
vEacilitate learning and cross fertilization.

hERO can be productive to the
development of core competencies of thg
organization involved in the HR
outsourcing process

HRO can assist firms to obtain sustained
competitive advantage by implementing
strategies that exploits its strength, take
advantage of opportunities and limits
threats and weaknesses.

e

v

=
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2.5 Other arguments for human resource outsourcing

Other arguments advanced in favour of HR outsograne as follows.

First and foremost, HR Outsourcing may lead to dgaézation of structures within

the organization. By outsourcing specialized sewito vendors, the internal HR staff
can be reallocated from the central level to thesirmss units' level. Secondly,
outsourcing HR activities can reduce bureaucraclyaiture change. HR departments
are always criticized for being too bureaucratid amefficient. Through outsourcing

more service oriented and efficient HR functions t& attained. Thirdly, it is often

common to seek for assistance from vendors whesrnat HR staff is under time

pressure as they overloaded with work. By outsogreiome HR functions to outside
vendors, the HR department relief itself of the eipressure associated with work
overload and finally some HR executives argue thatsourcing stimulates their

personal thinking and idea generation and keep tlmto-date with the latest

development in the HR area.

2.5 Arguments against human resource outsourcing

Despite the seemingly rising popularity of outsaugdHRM activities by organizations,
the practice has some disadvantages that shouldenoverlooked or ignored. These
include factors such as high transaction costgnpiai lower service quality, and loss
of control over outsourced processes, conflict vadrvice providers, disruption of
businesses in case of a dispute etc. Hence canedilysis is often required to determine
the wisdom of outsourcing (Quinn and Hilmer, 199&pr example according to
Brenner (1996) he believes that HRM functions avdamger viewed as a core value-
adding corporate component, but rather a processcdmn be measured on the same
scale as other business processes and, consequdathged to become merely more
efficient. There is the fear that the HRM departtmany risk losing the human element
of the HRM function and thus become a dilemma betwstrategic value and cost

savings.



45

As pointed out by Becker and Gerhardt ( 1996),@wisng maybe directly linked to

core strategic competencies with positive impactie company’s performance, but
not lead to an effective HRM system overall. Outsowg can also fail due to either
managerial unwillingness to scrutinize the exaatdndor outsourcing or excessive

control of the outsourcing implementation proc€Qsiinn, 1999).

In many instances, organizations seek outsourangalve training costs, with the
assumption that someone else will take resportsitoier the training to ensure the
delivery of key skills. However, skill loss can leaserious consequences or effects on
competitiveness. Prahalad and Hamel (1990: 843sstckthat “outsourcing can provide
a shortcut to a more competitive product, butpidsgily contributes little to building the

people-embodied skills that are needed to sustaithugt leadership”.

Another area of concern with outsourcing, especialt those firms that operate in the
upper end of the product market, is the loss ofigu&ervice quality is often judged by
employees comparing their expectation of the resulservice under the proposed
change with what they used to have. By switching stRvices from in-house to
external providers, it inevitably causes disruptiorthe continuity of the services, for a
long time and brings problems that are unpredietablence the quality of personnel
and work cannot be guaranteed. Companies risk Loalityy work or massive delays in
work because they are in the hands of the outsa@wece provider. Besides quality,
companies also can loose the knowledge they retitenction.

Furthermore, if a service provider goes bankrum, firm could be in a dire situation.
The company cannot even temporarily resume theooutsd roles because the internal
knowledge has been lost. This can however be agidigefocusing on core activities
and outsourcing non-core activities (Chanvaras2@5). Outsourcing also eliminates
direct communication between the outsourcing com@and its clients. This prevents a
company from building relationships with its cusems) and often leads to
dissatisfaction on one or both parties. There $® @ahe danger of not being able to
control some aspects of the company operationstitées, as outsourcing may lead to

delayed communications and project implementatimy. sensitive information is more
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vulnerable, and a company may become over-reliapten its outsourcing providers,
which could lead to problems should the outsourcevigers withdraws from the

contract suddenly.

In the US and Europe public opinion is highly agaioutsourcing as companies are
perceived to be sending jobs overseas, and theigedcloss of high profile jobs can

cause poor publicity so that the associated cosgsublic relations can increase the
outsourcing costs, while boycotts and protestsdoaattly affect the bottom line.

Yet another disadvantage of outsourcing is thaai also add to cost instead of the
firm's objective of reducing cost. The cost of négang, managing and overseeing a

detailed contract can be great or very expensive.

Another disadvantage is the idealized expectatiegarding the return on investment
and the time it takes. Many companies envisiontitra®st savings up to 80%. A
company that is looking for a quick solution wille bfrustrated by outsourcing.
Outsourcing goals that are set too high are neweoraplished and they often lead a
company to believe that it failed in its implemeiga when it still achieved major
gains. Again, when the service quality is bad d&@eddompany wants to change vendor,
switching costs maybe high. Also there is the poltsi of no actual cost savings or
cost reduction as outsourcing to vendors mighteratinflate costs. Furthermore,
overdependence on vendors may lead to loss ohaltéiR skills as potential learning
may accrue to the vendor at the expense of the aoynpiR staff. HR department
losses their identity within the company with ertiee outsourcing and resistance from
HR staff and line managers may hinder the successiplementation of the

outsou rcing process.

Finally, another point argued against HRO is thataativity cannot be outsourced
without compromising critical information that waumake the firm vulnerable to its
competitors. For example a firm maybe vulnerableit ibutsources its executive
compensation function and confidential informatget to its competitors who may then

conduct a raid by poaching its executive talenisoAHR departments can easily get
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into trouble when outsourced activities such asrghyemployees' records and

retirement administration are not well handled ¢ee, 1999).

Key Risks

Increased complexity in management
|ncertain financial payback

Lack of direct control over outsourced resources

Reduced effectivenass B Client

B Provider

Lower quality of autput

Lack of proximity to staff

|Incertainty about information confidentiality

Importance

Figure 6:Key risks in HR outsourcing

SourceAdopted from Dimond Cluster Internation2004

2.6 SUMMARY

This study is aimed at investigating the expectatiand challenges that HR vendors
face in recruitment and selection outsourcing lessipn in order to gain a deeper
understanding of the challenges facing HR serviceigers in a developing country

such as Ghana. First of all, this study applied T®REY and RBV as the underlying

theory to explain why firms adopt HRO as a stratdgbl to enhance organizational
performance. Basically, HRO is geared towards costsiction and focus on core
competences by firms in order to gain competitishesatage. According to transaction

cost theory, the outsourcing decision is determibgdthe relative transaction and
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production costs associated with the outsourcingcgss or services (Williamson,
1979). Transactions include three dimensions nandelgree of assets specificity,
frequency and uncertainty. A firm will outsource ltusiness processes if all dimensions
of transaction are low. According to the RBV, arfimay outsource its activities other
than its core competencies (Quinn and Hilmer, 19@éye competences refer to those
capabilities of the firm that are unique, inimi@phon-substitutable, and from which a
firm derives its competitive advantage (Barney, 1,99rahalad & Hamel, 1990). For
instance a firm may outsource its payroll admiaistn or health benefits if they are not
part of its core competencies. Secondly, this stindy reflected on a review of the
existing literature on HRO by elaborating on thensodefinitions that scholars have
used to describe HRO, Global trends in HRO, deBaripf types and process of HRO
as well as other arguments for and against HROeatid TCT and RBV rationales
advanced in the management literature. Thirdlys #tudy in relation to the research
problem takes a scientific approach to investigae analyze the challenges and
expectations that HR service providers in Ghana fhcough qualitative survey based
on personal interview conducted within Accra — Temetropolis among selected HR

outsourcing firms so as to gain a deeper understgrat insight into the subject matter.
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3. RESEARCH METHODS

3.1 Introduction

After reviewing the existing literature most peetm to this study in the previous
section, the fourth section describes the reseasthods used. This section will present
how data for the study was collected in order tewar the research question being
posed. This consists of the research design, @ditscon, and choice of respondents,

data analysis, validity and reliability of study.

The purpose of the study is to gain a deeper utadetimg of the expectations and
challenges that HR vendors or service providers fagdhe outsourcing of recruitment
and selection activities in Ghana. To achieve tiigective, this study explore the
expectations and challenges vendors face in dealitly recruitment and selection
outsourcing in the Ghanaian labour market throughalitative approach and based on

multiple -case study.

3.2 Research Design

This study adopted a qualitative approach baseahaexploratory method in collecting
data for the study. The study used personal irdarsvias data collection method for this
study. The basis for which the researcher adotitegersonal interview method was
that as Miles and Huberman (1994) noted qualitatnethods can be “the glue that
cements the interpretation of multi-method resyt994:42). Qualitative method
usually involves a small group of respondents, aittlin the context of an in depth
studies, whiles quantitative method aimed at la@®ple of respondents which seeks
statistical significance. The qualitative methodswlaerefore chosen in order to have an

in depth information about the research problem.

According to Yin (2003) a research strategy canuBed for three main research
purposes- explanatory, descriptive or exploratdexploratory- when conducting

exploratory research, the researcher makes songhtina different areas asks some
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questions and assesses phenomenon in a new ligigt filne spent on exploratory
research is when the investigator wants to clahiy or her understanding of the
problem especially if the nature of the problemunglear. There are different means of
conducting exploratory research: A search of ditere, interviewing “experts” in the
subject, and conducting focus groups interview (f8laus, Lewis and Thornhills, 2007).
Exploration should state this purpose as well asctiteria by which an exploration will
be judged successful (Yin, 2003).

Descriptive research according to Saunders et @7ARwhen conducting descriptive
research the investigator has a clear picture @fptienomenon on which he/she will
collect the data. Ghauri and Gronhuag (2005) sta&é in descriptive research the
problem is structured and well understood. Explaryatesearch as Saunder et al (2007)
suggest establish casual relationship betweenblasiaEmphasis here lay on studying
the problem in order to explain the relationshipgween variables. According to
Ghauri and Gronhaug (2005) in explanatory resedfuh,researchers are confronted
with "cause —and —effect" problems. The main pugpimsthis research is to isolate
causes. In this particular study, the researchimauily exploratory due to the fact that
the research problem tries to explore specificassin an exploratory manner. The
exploration of the study began with a review ofegah literature on the subject matter

under investigation.

This research as stated earlier is based on quaditmethod. According to Denscombe
(2000) qualitative research has a tendency to stale words as a central analytic
unit; it is also associated with describing andudes the involvement from researcher's
side in open research design. As Flick (2007) gainit, qualitative research uses text
as empirical materials, starts from the conceptoial science construction of realities
under study, and is interested in the perspectwgmarticipants, in everyday practices
and in everyday knowledge with reference to theassnder study.

Flick (2007) identified some common characteristcgeatures of qualitative research

which he outlined as follows
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* By analyzing interaction and communication in thaking. This can be
based on observing or recording practices of ioterg and
communicating and analyzing this material.

* By analyzing documents (texts, images, films or iojusr similar

traces of experiences or interaction.

Flick (2007) then stated " Qualitative researchntended to approach the world out
there and to understand, describe and sometimdair)gocial phenomena from the
inside in a number of different ways" (2007:1X).

By adopting qualitative approach, extensive dath lva collected in order to achieve

the purpose of the study.

In collecting and analyzing empirical evidence, Y#003) points out that there are
different strategies that can be used; these ieclagperiments, survey, archival
analysis, historical and case study. He statedttieat are three conditions on which
these three strategies distinguishes, thus they are

* The type of research question

* The extent of control an investigator has over a@dbehavioral event.

» The degree of focus on contemporary as opposedttrinal events.
Case studies are preferred when research questiolves "how" and "why", when the
investigator has little control over events, andewlhe focus is on a contemporary

phenomenon within some real-life context (Yin, 2003

Saunder et al. (2007) define case study as "aegydor doing research which involves
an empirical investigation of a particular contemgrg phenomenon within its real life
context using multiple sources of evidence"(2009)13According to Ghauri and
Gronhuag (2005) the case study often involves pyrdata collection through multiple
sources such as verbal reports, personal intervéawsobservations. Case study relies
on investigation an object with many dimensions dhnen drawing an integrative
interpretation. Yin (2003) emphasizes that the ueigtrength of case studies is its
ability to deal with variety of evidence i.e. docemts, artifacts, interviews and

observations. He identifies four types of case stddsigns. Single-case (holistic)
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design, single-case (embedded) design, multiple-¢bslistic) design and multiple-
case (embedded) design. To decide which type & stagly to apply, one should take

into account what kind of data will be collectedatidress the research question (ibid).

Single-case is appropriate when a particular afiticase is used for testing an
established theory (Ghauri and Gronhaug, 2005)ngles case study is also used when
the case is unique or extreme. Furthermore, wherdle is representative or typical a
single case design can be appropriate, that isyafshe case study does represent a
typical project within different projects. Finallgingle case is revelatory, where the
investigator has an opportunity to study a phenamehat previously was not accepted
within scientific investigation (ibid). Multiple s@s do not involve rare, critical or
revelatory cases (Ghauri and Gronhaug, 2005). liptetrcase design we should be
clear that every case has to serve a particulgzggerin the study that means that we
must justify the selection of each case. Havirakéa at these different strategies, this
study decided to apply the multiple case studiegdio a deeper understanding of the
expectations and challenges that HR service prowitbeze in Ghana. A multiple case

study was considered appropriate in order to $slamswers to the research questions.

3.3 Data collection

The research study conducted within the Ghanalaoulamarket involved interviewing
twelve persons within a period of six weeks frond nAipril, to May, 2008 and took
place in 8 outsourcing companies within Accra-Tamegtropolis of Ghana, which are
engaged in HR Consulting. Ghauri and Gronhaug (R@@phasize that the choice of
data and how to collect these data, in what wayfeord whom is very important. The
choice depends on the type of problem, the needflednation and data possibilities.
The most common source of evidence when condueétingse study is as follows:
documentation archival records, direct observationl, physical artifacts (Yin, 2003).
This study relied on primary data based on petsaterviews in order to collect data
for the case study, as Ghauri and Gronhaug (20858¢ribed interaction between the

researcher and the respondents. According to ttieare are various ways of collecting
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data through interviews, by mail, by phone and fexdace. Yin (2003) states that
interviews are the most important source of infafara Face to face interview was
conducted among 8 selected companies involvinge$@andents due to limited time.
The interviews were conducted by following certa@t of questions that needed to be
answered in order to obtain relevant data to theeawch questions. Furthermore,
interviewing is seen as an opportunity for a redear to probe deeply or further in
order to uncover new clues, open up new dimensinsroblems and secure vivid,
accurate inclusive accounts that are based on marsaperience (Burgess, 1982:107,
cited by Easterly-Smith et al, 1991: 73).

The interviews were conducted in English languageesall the respondents were very
fluent in the English language and can understawnery well, afterwards transcripts of
the interview was sent to the respondents respdgtior verification and clarification.
There are disadvantages associated with qualitatie#hod as pointed out by (Miles
and Huberman, (1994), "it is labor-intensive, cawgrmonths or years) of data
collection, frequent data overload, the distincegbility of research bias, the time
demands of processing and coding data, the adeqmfasgmpling when only a few
cases can be managed, the generalization of figdithg credibility and quality of
conclusions, as well as their utility in the resdastudy” (1994:2). Semi-structured
guestions were asked to respondents and this wersstoe that the respondents had the
freedom to response to the questions being putai@wbut at the same time do not

deviate from the anticipated responses that tresareker expects from them.
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Table 3.Demographics of participants

Company Name No. of participants Job Rusitleld | Gender
A

2 CEO, Snr. manager M, F
B Line manager, lower level

2 staff F, M
C

1 Snr. manager M
D Line managers, lower

2 level staff M, F
E

2 CEO, Snr. manager F.M
F

1 Lower level staff M
G

1 Lower level staff M
H

1 Line manager F
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Table 4.General characteristics of HRO firms

Company | Location | No. of| Age of|Core Annual

Name Employees| Business | Business | Turnover

A Accra 10 8 HR 16m
Consulting.

B Tema 15 12 HR 18m
Consulting.

C Accra 12 10 HR 14m
Consulting.

D Accra 30 15 HR 20m
Consulting

E Tema 18 10 Recruitment 12m
Consulting

F Accra 25 10 HR 15m
Consulting

G Tema 20 7 Recruitment 12m
Consulting

H Accra 15 9 HR 20

Consulting
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3.4 Development of Interview Questions

The interview guide consisted of fifteen (15) dioess, which try to elicit or solicit
information about the expectations of clients arthtrchallenges they face as they try
to meet these expectations? Before the main imes/iwere conducted, a pilot
interview was done with two HR vendors as test das¢he research questions and it
was administered in English because all the ppdigs were fluent in the English

language and it also happens to be the officeigliage in Ghana.

The structure of the interview questions touchedbwef background of companies and
their locations, how long they had been in the @urtsing business and their estimated
annual turnovers, what are their core businessoéimel activities they are engaged in
and why their clients should engage them in HR@utsng business processes, what
their clients expects from them as well as thelehgks the face in their efforts to meet
the expectations of their clients. The some ofrterview questions were adopted from
past survey conducted ielation to the topic which tried to compare HRsmwfrcing in

Russia and US and have been used to help unraveéslearch questions posed in this

particular study.

3.5Choice of respondents

To enable the researcher understand the extemhitth service providers are able to
meet the expectations of their clients or outsogrciompanies and the challenges they
are confronted with in meeting these expectatitres focus of the research was on the
service providers or vendors operating in Ghahaorder to gather data or information
for the research, this study sought responses fi@y informants who are
knowledgeable about the issues being researchedvhadnake the crucial decisions
concerning the issues (Campbell 1955; Humber andePd985; Kumar et al. 1993;
Philips 1981, Seidler 1974) as well as decisionenslor executors of these outsourcing
decisions, hence the respondents consisted of @CBnd 3 Senior Managers of HR
Consultancy firms who have direct contact with thetsourced companies were

contacted and interviewed, 3 line managers andMldoel staff were also included.
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The interviewees or key informants selected weagesk in the outsourcing business in
Ghana. Out of a total of 20 respondents who wergacbed for the interview 12
respondents, consisting of 7 males and 5 females akle to grant the interview.
However no reasons were assigned by the other mdepts who could not participate

in the interview.

3.6 Data Analysis

According to Yin (2003:109) "data analysis consisifs examining, categorizing,
tabulating, testing or recombining both quantitatand qualitative evidence to address
the initial prepositions of a study” (2003:109). Hites that there are five specific
techniques for analyzing case studies: pattern himajc explanation building, time-

series analysis, logic models and cross-case ssigthe

According to Saunders et al (2007) there are s@hefsprocedures when conducting
qualitative analysis. These include, categorizatiamitizing data, recognizing
relationships and developing the categories, deusipand testing theories to reach
conclusions.

» Categorization: this activity involves classifyidgta into meaningful
categories; data from theoretical frame work otecdéd data. These
categorizations will provide relevant structuresatoesearch project
by helping to organize and analyze the data further

» Unitizing data: this activity refers to categoriginnits (numbers of
words, sentences, or complete paragraph of data.atlivity can be
achieved by using one or more of some analyticahrigjue
described by Yin (2003) earlier using this techeiqallow
researchers to recognize patterns in data whickcatetl how to
further analyze data.

» Recognizing relationships and developing categotiee analysis
continues searching key elements and pattern oa$dtips in
rearranged data, this can lead to revising of categ and

reorganizing for data.
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» Developing and testing theories to reach conclsitre connection
between categories will need to be tested in ofderit to be
concluded that this is an actual relationship. Test tthese
relationships the hypothesis needs to be developel. by testing
identified propositions will lead towards formulagi valid
conclusions.

When it comes to data analysis, this study reliadttee theoretical prepositions and
procedures which were provided by Saunders etG)7AR Within-case analysis of all
the participating companies were conducted andyae@dl Then after a cross-case
analysis was performed on all the participating panies. A cross-case analysis was to
guide against the drawbacks of within-case analyBisr example jumping to
conclusions based on insufficient data, being guvefluenced by vividness or by more
elites respondents, or ignoring basic statisticadperties or inadvertently leaving
unconfirmed evidence. The cross-analysis was useatder to counteract the above

mentioned drawbacks by looking at data from diffé@ngles in many divergent ways.

This study analyzed the data collected with coaled indexed interview data through
the use of Non-numerical Unstructured Data Indearghing and Theorizing (NUD*
IST 4) qualitative data management and analysisvaoé (Fielding and Lee, 1998).

An index tree of codes, or theoretical categori&sed on the existing literature and the
broad research objective was created. Thus the tieflected codes that related to each
other in a coherent study in a significant way @diand Huberman, 1994). This was
treated as a logically neat "start lists" which wgsen to modification and change
throughout the conduct of the study (Miles and Huots:, 1994). Interview texts were
coded at sentence unit level. Codes were thenegkfaver several iterations based on
the relevant extant or existing literature and fribe interviewees accounts.

This process gave room to the progressive adddidnee codes outside of the initial
index tree. These facilitated the indexing of thenre the data in addition to those
identified from the extant literature and semi-stawed interview schedule. This
procedure allowed for a grounded theory approatiaSs and Corbin, 1994). Through
the use of the NUD* IST 4 search facilities, thedst compared the interviewees

accounts with each other and with secondary dataces including participating
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companies manuals and archives and where neceswaugl reports and popular media

articles about HRO.

3.7 Validity and Reliability of Research Study

According to Yin (2003), it is possible to judgeetlyuality of research, since the
research is supposed to represent a logical sgatEments. To establish the quality of
any empirical research four tests can be used: t@mtsvalidity, internal validity,
external validity and reliability. Construct valigi means establishing correct
operational measures for the concepts being stullied(2003) states that to meet the
test of construct, there are two steps a researohst be sure cover: Selection of the
specific types of changes that are to be studiedl dgemonstrate that the selected
measures of theses changes reflect the specifiestyd change that have been
selected(ibid). Internal validity means establighancasual relationship by addressing
rival explanation, explanation building, and uslogic models (Yin, 2003). Ghauri and
Gronhaug (2005) added that internal validity meidas the results obtained within the
study are true. External validity is about estdidtig the domain to which a study's
findings can be generated. Ghauri and Gronhaug5(20@int out that the investigator
must have a representative sample for the resebradrder to influence the construct
validity, the interview guides were developed agicted in appendix 1. The interviews
were conducted in a language that was understooddppndents in order to reduce the
misunderstanding that is likely to occur. Even thlouthe respondents were all non
English native speakers, they had the ability teagp read and write in well in the
English language. Furthermore transcripts of redpots were sent to them for
clarification and verification of any misinterpréta or misrepresentation made. This
affected the construct validity of the study. Thempanies that were selected for the
study had different levels of development withie tHRO business and this also helped
to increase the construct validity of the studyt asade it possible for generalization.

To ensure external validity, the study obtainedadadbm multiple key informants or
players in the HRO business and relied also onrslry data such as companies'

documents, archival records, internet, newspapeliqation and personal observation.
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Reliability means demonstrating that the operatiofisa study such as the data
collection procedures can be repeated with the saeselts. The objective is if a
different investigator follow the same procedurgssiascribed by an earlier investigator
and conduct the same case study, he should endithptie same findings and
conclusions (Yin, 2003). To ensure the reliabiiifythis study interview guide has been
attached at the end of this thesis in order to niakessible for other researchers to
repeat the same case study. Furthermore, for neaspns, the reliability of the study is
often affected, especially in studies based omvige/s due to distortion of information
from respondents. According to Huber and PoweB%14972) there are four reasons
why an informant (respondent) may provide inaceicat‘wrong” data:

» They are motivated to do so.

» Their perceptual and cognitive limitations resuttghadvertent mistakes

» They lack crucial information in relation to theeew in question

* They have been questioned by using an inapprepl@a gathering procedure.

The question to ask is what would motivate infortedn provide inaccurate or wrong
data? One possible reason could be that by debken@in information, it may have
adverse impact or effects on their careers or thgarozation in general. Some
informants may also alter or invent stories ondactorder to appear knowledgeable or
important. As pointed out by Humber and Power (398%tivationally induced
inaccuracies may intentionally be introduced, hoavevit can also develop
unintentionally. In order to avoid such a situation in an attempt to avoid fears that
the information provided might somehow have adverspact on interviewees career
or the interest of the company concern, the idergit the persons and companies
involved has been protected. It is also not rulatlthat some persons or companies
participating in the survey might refuse to anseertain sensitive questions that they
consider as confidential. However other methodshae adopted to fill these gabs,

such as cross checking from company’s archivegjmeats, manuals and brochures.
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Another reason for the lack of totally reliabledmhation is linked to the fact that

individuals have several limitations as far as iinfation processing is concern.

These limitations can lead to inaccurate reportdmgrause people tend to forget
historical events, but they may also influencekinel of issues informants recall.

The possibility of memory bias is particularly stgpwhen it comes to recalling decision
making processes (Larimo; 1987, Bjorkman, 1989}.éBiort has been made to contact
persons who have been involved in the HRO issues i past five years to reduce

the occurrence of memory bias.

A third source of data inaccuracy is the manadacX of knowledge of what has been
or is going on in the organization. Second handrimftion and imagination may have
filled information gaps and may lead to unintenibmaccuracies. In an attempt to
limit the possibility of these situations from ocgng, the focus of the study have been
based on the past 3-5 years as it maybe difficulhdcess information over the past
decades or managers who were in office at the gpeniay not be available now, hence

they would not be able to answer questions relgtédose periods.

A response or participation rate of 20-30 percexns common in most developing
countries due to poor standard of research suppfastructure, conducting face to
face, telephone, fax or internet based researchd dmi tedious; hence a participation
rate of 60 — 70 percent in this study is regardedsatisfactory or good hence a
participation rate of 70-80 percent was very gobite interviewees were in the cities
where access to these facilities is common. Addedthts, the use of internal
consistency reliability or equivalency was appliedmake the study richer and more
reliable through the use of different items to nueashe expectations and challenges
HR service providers face in their recruitment aatection outsourcing activities in the
Ghanaian labor market.

It was expected that some companies may not paateiin the survey and for that
matter; this study tried to find out the reasons flee non participation of such
companies in the research study so as include itné¢ine survey report, but this was not

done since no reason was assigned by the nonipartis.
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In this research, various literatures on HR outsiogrhave been consulted prior to the
design of the research. The validity in construas lbeen taken into consideration
through the design of the interview questions fdriclv most of the constructs have
been pre-validated in Europe and US. Since motteofuestions were adopted from a
questionnaire developed and administered by Sofdetfluman Resource Management
in February, 2004 which tried to compare HR Outsmgy in Russia and US. One can
positively say that the validity and reliability dhis research study was greatly

safeguarded.

3.8 Overview of Ghana's Business Environment andCHiourcing

Ghana, formerly called Gold Coast was the first-Sabara African country to gain
post-colonial independence from British rule in 79%hana is located on the west
coast of Africa. It is bounded on the north by BoakFaso, on the west by La Cote
D'lvoire, on the east by Togo and on the south blf & Guinea (Atlantic Ocean).

Accra is the capital city of Ghana and Tema theugtdal city which is adjunct to
Accra, is on the Greenwich Meridian (zero line @fditudes), thus making Ghana the
closest landmark to the centre of the world. GHaange a landmark area of 88,881 sq
miles (230,020 sq km) it population according t@2@stimates is 22,930million and a
population growth of 2.3%. infant mortality of 29@r 1000 birth and life expectancy
of 59.1 years for female and 57.2years for malee Tieracy rate of the country is
74.8% of ages 15 and over. The country's GDP gePRwvas estimated at 31.23billion
US dollars as at 2007 and a per capita of 1,400dblars with real growth rate of
5.2%. Inflation figure as at 2007 was 11.7% and Gip&wth of 6.3%. Ghana has a
labour force of 11.29 million with unemploymentiesited at 11%.

The structure of the Ghanaian economy is highly idated by the Agriculture sector
which employs about 60% of the labour force, thetustry, manufacturing and service

sector. The figure 7 shown below depicts the ma@lwina.
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HR Outsourcing activities in Ghana is not well deped compared to most developed
countries such as the US and Europe as well asrisifike India. It is indeed at its
infant stage. There is therefore very little infatron about HR Outsourcing in Ghana.
However, according to A.T Kearney Global Servicecation Index 2007, Ghana is
ranked 22° most preferred outsourcing destination in the \Warid third in Africa.

The Country has great potential in the outsourdimdustry in Africa. The key
advantages Ghana has are the availability of lgheoeli-educated and computer based
skills are being rapidly developed, low cost lahdaw turnover of 2%- 4% and good
English Proficiency. Its trains 10,000 IT graduapes year. The country's relatively
peaceful political stability and a business frigndbvernment policy where a 10years
tax relief is offered to investors in the outsongcisector makes it one of the most
attractive destination for HR Outsourcing in Wedtida. The country also is regarded
as the gateway to the West Africa market of 250omll However the country needs to
do more in the area of infrastructure developmechsas reliable internet broadband
infrastructure, enforcement of labour laws and getion of intellectual property rights,

and more IT education.

The government of Ghana having recognized the gqgadrtunities in business process
outsourcing sector, and hoping to capitalize oraetiing investments to create wealth
and generate employment have engaged the serviceiewitt Associates(India), a
global leader in the outsourcing industry to condacstudy with the objectives
analyzing the ability of the country to competetiie global economy in IT Enabled
Services (ITES), such as BPO and identify the piynm@onstraints with the aim of
improving Ghana's competitiveness in ITES as wsllpsovide concrete actions for

Ghana by identifying target ITES activities.
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4. EMPIRICAL FINDINGS

The fourth section of this research study whichlisut the empirical findings discusses
what the HRO firms do in Ghana. In addition, th@eotations of MNCs that contract
out their recruitment and selection activities aealyzed from TCT and RBV
perspectives and as applied to this study. Lak#dychallenges that confront HR service
providers in Ghana are described and analyzed basedterviews conducted with

respondents.

4.1 Operations of the HRO firms in Ghana

HRO firms established in Ghana are mainly privatetéd liability companies that are
jointly owned by Ghanaians and other foreign natisnThese companies are mostly
located in industrial cities in the country's capitity Accra, and Tema. The HRO
companies provide HR Business Processing Outsauisenvices for foreign clients
through local processing staff and facilities ina@h. Most of their activities revolve
around the expertise of its non-executive directord multinational management team
in the areas of International HRM. They offer a &vrdinge of consultancy services such
as compensation, benefits, training and developmeatuitment and selection support,
HRMIS management, expatriate management, managerhpairoll services etc. The

HRO companies have their customers or clients fitermanufacturing sectors.

4.2 Expectations of MNCs from TCT and RBV Perspadi

Firstly, as the study findings show the expectaioh multinational companies which
outsourcing HR activities to service providers inaBa are intended to reduce the costs
of recruitments or hiring and to enable them foenghe core business activities. This
confirmed the adoption of TCT and RBV that haverbagplied in this study to explain
that multinational companies outsource their réotent and selection outsourcing in
order to reduce cost and focus on core competendiesording to the interviews

conducted majority of the respondents numberingu8od the 12 of the respondents
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interviewed confirmed that most corporate bodiemaltinational companies outsource
their HR functions including recruitment and sedl@actactivities with the hope or
expectation that it will help them to reduce casid focus on their core competences or
business in order to gain competitive advantageoAting to the CEO of Company A,

it is the expectation of his clients (outsourcingmpanies) that by outsource their
staffing or hiring activities it would afford thethe opportunity not only to cut down on

costs but also focus their resource on core busise$ie states:

"Our experience has taught us that by outsourctadf sot only do our clients expect to
benefit from an increased focus on core businessraducing cost-structure, but their

employees' performance actually improves.”

The CEO stated that a typical staff outsourcingremh can save a company as much as
20% - 60%. The CEO explains:

"Our clients can expect to cut their recruitmert by 60 percent.”

According to some of the respondents intervieweaistrof their clients used to spend a
great deal of time and money searching for the basdidates to fill their vacancies,
however, by outsourcing their recruitment and sigffservices, they now depend on
them to constantly deliver the highest quality ahdidates at less cost. This revelation
goes to confirm the application of TCT and RBVhiststudy.

Secondly, an overwhelming majority of the responsleimterviewed were of the
opinion that their clients (outsourcing companiegpect them to be able to reduce
time- to- hire when they outsource their recruitteeand selection functions. For

example the HR manager of Company C states:

"By outsourcing their recruitments and selectiondtions to us, our clients expects us

to reduce hiring times by 40 to 60 percent"
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The senior manager of company H explains,

"Our outsourcing arrangement with our clients helpge cut the average time to from

seven to four weeks and improved the accuracyrafidates assessment to 90%."

Again the senior manager of E had this to say,

"One of our partner within 12 months had reduceel tlamber of hires through us from
90% to 40%, increased the number of direct hiresnfone in ten candidates to one in

seven, reduced time-to-hire to 48days and costaperby 45%."

These statements clearly demonstrate or re-affiten linkage with costs reduction
which TCT applied in this study seeks to explain tae motivation for firms

outsourcing decision.

Furthermore, some respondents were of the opirianlly outsourcing HR functions
including recruitment and selection functions h@reGhana; clients (multinational
companies) able to attract cheap quality skil&zblur and expertise to their companies

for better performance.

"By outsourcing their staffing functions to us alients can be assured of cheap, high

quality candidates from us:"says the line manager of company D.

Again majority of the respondents interviewed afsod that by outsourcing their
recruitment and selection functions companies @an @ccess to new technology at less

cost.

"We have the ability to provide low cost informatiechnologically based facilities for
our clients. Indeed our clients expect low cosst ftlass information technology from
us when they outsource their staffing functionsSays senior manager from company
E.
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And this assertion further provides proof or jiystior the adoption of TCT in this

particular study.

According to interviewees, it is the expectatiorttedir clients that by outsourcing their
recruitments or staffing functions it would lead itwreased efficiency and effective
service delivery which reflects the returns on rthavestment. In other words, by
outsourcing their staffing functions their clierggpect them to deliver the required
returns on their investment or value for money. TR manager of company C

commented this way

"Our outsourcing partners expects nothing less tharefficient and effective delivery

of quality staff in a timely mannér

The senior manager of company C also respondetbtisisy,

"Our extensive database of skilled applicants efglevel enables us to locate suitable
staff to meet our clients' needs, whilst our investt in cutting —edge technology means
we have a system to ensure speedy, efficient amatogily recruitment of candidates

for our clients."

Some respondents were also of the view that byoreBpg promptly to their request,
they are able to save their clients the cost tiay tmight incur in a situation where they
have to instantly or immediately recruit or replackighly qualified employee who may
occupy a strategic position in the company and whght have resigned from the
company unceremoniously. Such statements are erjostiication of the adoption of
the TCT in this study since they all deal fundaraiytwith the issue of cost cutting as
envisage by the TCT theory. According to majorifytlee interviewees, their clients’
expectations go beyond the costs of recruitmeniyerat encompasses the freeing of
capital funds from non-core business functionsdtirer purposes. Outsourcing can

reduce the need to invest capital funds in non-baseness functions.
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According to the study, some of the responderdgs ahentioned that their clients'
expectations were that by contracting out theiifisg they would be able to minimize

their employees' turnover.

"Most of our clients had employee turnover of 108861 However since they
contracted us the average employee turn over otbents' ranges between 2%-4%."

says the senior manager from Company C.

Furthermore, majority of the interviewees said the expectation of their clients was
that they are fully engaged or involved in the iempéntation of the outsourcing

process. For example, the line manager of compangdthis to say

"Our clients’ expectations are that a common platfeshould be created through joint
teams to see to the implementation of the recrutmetsourcing process right from the

beginning to the final conclusion.

The study also revealed that many of the respoadsaid it is the expectations of their
clients that adequate measures would be takerfegusard the security and integrity of
their company’s information systems. Most clients eoncerned with the safety of their
employees information especially those in execstipesitions. For instance the CEO

of company A says,

"It is our responsibility to protect and safeguandr clients' employees' records and we

do everything to win the confidence of our clientthis regard."

Asked whether they think the demands or expectaitidnheir clients were realistic?

The responses from respondents were mixed. Whde®e sespondents were of the
view that sometimes their clients’ expectations eveot realistic others did agree that
they were realistic and achievable. According sthwho think their clients demands
or expectations argued, their clients set themseiwgher expectations which to them
are unrealistic and therefore difficult to achie@ne of them respondents had this to

say:
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" most of our clients expect so much from us imgof high quality and qualified
skilled workforce at less costs and yet are unmdgllio pay higher fees for such services
and without taking into account what goes into atting and retaining such highly

qualified personnel in Ghana."

In summary, most respondents said their clienteedqo benefits from the outsourcing
of their staffing functions included reduction iirihg cost, attraction of high quality
candidates, reduction in time-to-hire, reductianemployees turnover, focusing on
core capabilities, gaining access to innovativentetogies and expertise as well as
improving efficiency and effectiveness of prospextemployees. Thus as can be seen
from the above empirical findings, the main reafworfirms' engagement in HRO is the
pressure to reduce costs which the TC theory appli¢his study explains. However to
achieve such a goal it is essential that compame® longer term agreements for
example 5years, so that the economies of scale@siccutting measures that they seek
to gain can take effect. Again outsourcing firmewdd focus on their core competencies
and outsource much of their other HR functions ampanies with expertise in their
non-core areas as the RBV applied in this studly seexplain, since by so doing they
can free resources from their non-core activitiestheir core business in order to

maximize the returns on their investment.

4.3 Challenges facing HR VendansGhana.

According to the study report, an overwhelming mgyagreed that they are faced with
a lot of challenges in their effort to meet the ectations of their clients. Asked what
challenges confronts them in their bid to meetekgectations of their clients?

Among the numerous challenges that confront themjormty mentioned poor contract
management as one of the major challenges theytdhadal with in their effort to
satisfy clients’ demands. The CEO of Company H fsoauit,

"Although contract agreements are clearly outlinddcumented and signed by both

sides to the contract, its often difficult to maaagyich contract since often times some
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clients would intentionally alter the terms of thentract agreement or violate the
terms of their contract which when not carefullynbked leads toconflicts and
litigation." "But in order to avoid such situatiome tend to exercise some amount of

flexibility by and large in order to maintain thermtract and to foster the relationship.”

Thus non conformity to contract agreement by cientdifficulty in enforcing contract
agreement possesses a big challenge to their WdHerefore takes a lot of tactfulness

and diplomacy in dealing with clients.

Furthermore, the study revealed that an overwhgmmrajority of the respondents
interviewed were of the view that managing thetrefeship between all interest groups
in the companies was another challenge which catgrthem in their bid to meet their
clients’ expectations. Relationship building is rsess a vital aspect of any business
engagement and therefore critical to the succefizediusiness. As the senior manager

of company D states,

"Often times managing the contract relationship baen a major challenge to us, this
is because of disagreement with out clients onirpErt issues concerning the

outsourcing process."

Hence once a vendor is selected by an outsourompany, then that vendor is deemed
to be part of the ‘family’ that means the vendorsindo everything possible to help the
company succeed. This calls for total cooperatiom a&ommitment from all

stakeholders especially the employees, line masagad senior managers of the

company.

However sometimes, securing the cooperation oéthployees and line managers and
senior managers becomes a big issue because ofishiahd suspicion on their parts.
According to the interviewers, when that happensiagiang the outsourcing process
becomes difficult. Thus to most respondents, howseek the cooperation of the
employees and line managers are the most challgragpects of their outsourcing

venture since there is always suspicion and mistftam them. Managing the



72

expectations of the internal personnel is very irtgod; hence the vendor company
should clearly communicate with all stakeholdersowabthe expected benefits of
outsourcing (Hunter and Healy, 2002: 51). Huntewvises organizationsto get
employees and union involved in the outsourcingc@ss early"and to "develop
appealing transition packages with some period ofrgnteed employment and
attractive pension plah. Finally support of top level management at alldis of the

outsourcing process is important success criteaaify and Hirschheim, 1993).

Another challenge that was mentioned by the sombeointerviewees was the issue of
decision making. Decision making in Ghana is gdhed®one by groups or committees,
therefore no single person can take sole respdihsiior any initiative without due
consultation. As committee made decisions genetakgs a longer time to negotiate,
the decision making process itself consumes a fatinee. The senior Manager of

company C explains,

"Decision making with joint teams is our biggestati@che since there are always
undue delays before we are able to arrive at a ensgs. This actually affects our

implementation process."

When there is a decision to outsource, it is uguddine at the managerial level and
takes a longer time than expected. This situatcwom@ing to the service providers, in a
way affect the implementation process since manggiconsultation would have to be

initiated before decisions are implemented or edrthrough resulting in undue delays.

In addition to that, the issue of communication wasn by most of the respondents

interviewed as a critical challenge to them.

"The lack of or inadequacy of communication betwasrand our counterparts often
leads to some negative consequence on the sudcesgilementation of the
outsourcing process, Oftetimes break down in communication have led to

misunderstanding between us and our partners imeblin outsourcing venture
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"Therefore how to maintain frequent communicationoag all the interested parties

remains a challenge to us'Says the CEO of company E.

Again, the lack of qualified and highly skilled greates from the Ghanaian labour
market was mentioned as one of the numerous clgaketinat hinder the efforts of the
vendors. Although Ghana can boost of high litenaatgs level, the caliber of graduates
that comes out annually from the countries unitesiand polytechnics lack the
needed skills that is in high demand by industy eammerce. The senior manager of

company E had this to say about the lack of skildxur

"Most often there is a mismatch between what our clieatpiires and what the
universities and polytechnics in Ghana are ablé&mn and off-load into the Ghanaian

labour market'We have to re-train our recruiters to meet ourmigedemand.

Adding to the problem of the lack of skilled workes the brain drain syndrome that
has bedeviled the country where most of the gedlifskilled workforce such as
engineers, doctors, nurses and other health workersountants, lawyers and other
professionals leave the country to Europe and USgearch of greener pastures. Under
such situation, most HR vendors find it extremel§icult to hire high quality skilled
workforce and therefore have to always acquire taaith new personnel which they

recruits from the universities and polytechnickigher costs.

According to the most of the respondents, anothallenge posed to them is violation
of contract agreements by their clients and thdiiia of the country's courts to
enforce contract agreements due to delays, this baen a great challenge to their
business activities. It is difficult to enforce ¢act agreements due to undue delays by

the courts as there are a lot of commercial caspsrdling at the law courts.

"You can't believe some cases take as long as $yenit to be resolved by our law

courts."- Says senior manager of company A.
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Yet another challenge mentioned by some of theoredgnts was that the country's
business culture. A nation’s culture plays a aitiole in all business endeavors, and its
effects cannot be underestimated on the outsousiogtion in Ghana too. Whiles
there are many different aspects of culture anehftsence on businesses, one crucial
aspect that posed a big challenge to the outsa@ussnvice providers or vendors in
Ghana is the payment of "introduction fee" where dtsourcing vendor is expected to
pay a percent of his or her contract sum to thevame helped him or her to secure the
contract as appeasement for aiding or connectimgohiher to secure the contract.

This practice is seen as normal in the Ghanaiatureuvhere gifts are presented when

someone does you a favour.

However this practice is being frown upon by maseign companies whose country of
origin laws forbid the payment of such money as iseen as an act of bribery and
corruption. This poses a serious challenge to wibtte foreign outsourcing firms who
are reluctant to pay such appeasement or intrattudées. Differences in corporate
culture between the outsourcing companies and tteints were also identified as a
challenge to the outsourcing vendors especiallyrevtibere is conflict or clash of

corporate cultural values, beliefs and practices.

Finally the lack or inadequacy of information teolugy infrastructure in Ghana have
also been a challenge to their activities sincey thepend largely on the use of
information technology especially the internet tbeir operations, the slow pace of
internet flow or traffic in Ghana do really affatieir business activities. The high cost
of bandwidth also posed a great challenge to t@arations. According to the CEO of
company E the cost of bandwidth per year runs betwk5000 and $7000 and this

makes them uncompetitive in the business.
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Table 5.Summary of Expectations and Challenges facing HRdges in Ghana.

EXPECTATIONS CHALLENGES
Savings cost of hiring Difficulty in enforcing coatt and
protection of intellectual property rights
Focus on core business Inadequate communication n@mo

outsourced company and clients

Attraction of cheap, quality and skille

labour

d.ack of cooperation due to mistrust and

suspicion on the part of employees, |

managers and senior managers.

ne

Saves time-to-hire

Inadequacy of information tedbgp

infrastructure facilities

Increased efficiency and effectiveness

delivery of service

n

Lack of skilled labour

Protection or safeguarding of employeddisfit between the organizational cultu

information

of the two partners

Joint decision making and implementation

Low employees turnover
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5. DISCUSSION AND CONCLUSION

5.1 Discussion

The study presented demonstrates the level of &dg@ts that outsourcing companies
demand from their HR service providers and the lehges face by these service
providers in their effort to meet these expectaiom addition to the theoretical
rationales provided by the TCT and the RBV cona&ptore competency applied in
this study, there are other rationales for HRO. s€héncluded the attraction of
specialized expertise, the relocation of intermahf the central level to the business
units' level, attainment of more services oriended efficient HR functions etc. thus
HRO is increasingly being recognized as a stratégad to reduce costs, to gain
competitive advantage and increase customers sequiality and profitability. Greer,
Youngblood and Gray (1999) observed HRO decisioadraquently in a response to
overwhelming demand for reduced costs in HR sesviE€er instance the advantages of
outsourcing are decreased costs, a better focuRdhissues and improved quality.
The timely deployment of labour also brings othdwamtages of saving direct cost.
According to Cooke (2001), it provides firms withegter flexibility and productivity
through the use of temporary subcontractors tor datethe fluctuating demand for
labour. Through a well —-managed HRO relationship a@@ate partnership between HR
service provider and the outsourcing firm that rhiddrilitates learning and cross
fertilization(Powell, Koput and Smith Doer,1996). dompany can gain from the
outsourcing decision through knowledge sharingeéutloutsourcing HR activities such
as recruitment and staffing can contribute sharitend long-term benefits such as
saves costs, improve employees' performance, atjraadity of candidates, and gain
access to new technology and expertise and focubusiness as well as benefits
from long term relationship and long-term benes$it®uld always be the motivational

factor.

Not withstanding the above arguments advanceddtsooircing HR services, HRO can
also be fraught with many problems which have beisoussed in this study. These

problems includes the lack of control and securityver employees data, poor
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management of contract relationship, potential lowervice quality, conflicts with

service providers, disruption of businesses in cabalisputes and mistrust and

suspicion from employees, line managers and topl levanagement etc. It is thus
significant that the strategic nature, potentiaidfés and problems of outsourcing HR
activities such as recruitment and selection aentiied and understood and that
significant time and effort are spent to ensurecessful outsourcing implementation.
This includes the identification for instance, Wiatd of outsourcing arrangements
available, the involvement and support of top managnt as well as other mangers that
may impact or be impacted by the outsourcing decisbince valuable inputs is made
into HRO decision-making and implementation proesssf the right people are

involved in the outsourcing team.

HRO consist of different types or forms as disedss the literature earlier on. They
are selective and full outsourcing, tactical andategic outsourcing, primary and
secondary value chain outsourcing, BPO, off-shoiNear-shoring and On-shoring etc.
HRO process is seen as a complex and delicate gwakat calls for careful planning
since it deals with details and sensitive decisimaking. HRO process involves three
distinct processes as such as pre-solicitationcittion, and implementation stage.
Implementation flaws are abound And according torgady (2001) at the pre-

negotiation stage, organizations must evaluatengatesendors to eliminate those who
lack the characteristics demanded by the organizalihen after the elimination, more
specific evaluation of the rest of the vendorsasealin the negotiation stage. Fill Chris
and Elke Visser (2000) suggest that companies dernsg outsourcing should analyze
three different elements in their model entitledofigpbosite Outsourcing decision

frameworks." as illustrated in figure 4.

In the management literature various economic thedrave been theorized by scholars
to explain why firms or decision makers adopt HR®Oaabusiness strategy. In this
particular study, the TCT and the RBV as applievest as the motivational basis for
the HRO decisions by firms. Thus the TCT and RBVehheen used in this study to
explain why firms outsource their HR activities lumting recruitment or staffing. As

emphasized by Williamson in his book: "The Econaniicstitutions of Capitalism."
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and also by Barney (19991) in his write up "Reseurased view of the firm." The need
for organizations to reduce cost and focus on th@ie competencies in order to gain
competitive advantage has fueled the adoption ebehtwo theories by business
managers. However beyond the issues of cost reducéind focus on core
competencies, the study revealed that MNCs ar@uabtising outsourcing as a strategy
to gain competitive advantage, but also to impribsg@erformance through workforce
diversity. By outsourcing for talents beyond theauntry of origin, MNCs seeks to

benefits tremendously workforce diversity.

Furthermore, global competition is driving most M&N{D developed economy such as
United States and United Kingdom to outsource thein-operations or jobs to
developing economies such as Ghana in order toddiantage of cheap and readily
available expertise due to high labour cost andualshortages, as a result of ageing
population and low birth rate in these developedintdes. These multinational
companies have therefore adopted the outsourcingeaf business processes such as
HR activities as recruitment or staffing to devetgpcountries such as Ghana in by
relying on the expertise of HRO firms so as to aattrcheap and highly skilled
workforce in order to gain competitive advantageut¥urcing Recruitment and
Selection functions as thus help MNCs meet globathanhds and address labour

shortages in the developed countries.

The results of the study establishes that althddi§® activities including recruitment
and selection in the Ghanaian labour market isnadttdeveloped, and that the practice
of HRO is limited to a handful of multinational cpamies in the country. The activities
of HRO firms involve selected HR activities ratlilean the entire HRM outsourcing.
Ghana has great potential for the development e@fotltsourcing industry. The study
indicates that most multinational companies thatsaurce their recruitment and
selection activities have high expectations fromirtiservice providers. MNCs believe
that they can cut down on costs and focus on twe® business, reduce the time to hire
and rely on the expertise of recruitment consudtamho can deliver the hiring of
prospective candidates more efficiently and eflety. The study also revealed that it

is the expectations of MNCs that their service mlers recruit or hire quality and
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highly qualified candidates and in a timely manresgtuce or low employee turnover,
and increased efficiency and effectiveness of #wice quality. The study further
revealed that most of the multinational companiesGhana do outsource their
recruitment portfolio with the expectation thatyh=an access cheap technologies and
expertise from their outsourcing partners. Then iragdnis study showed that
multinational companies expect their outsourcingneas to safeguard and protect the
data of their employees especially from their cotibges. They also expect that joint
teams would be constituted by their clients to emshe implementation of the entire

recruitment process outsourcing (RPO).

These revelations elaborated goes not only téiroomhe adoption of the TCT and the
RBYV theories as theoretical basis of this studyclwtemphasized on the issues of cost
reduction and focus on core competencies as ttdafoantal rationale behind firms or
MNCs engagement in HRO activities. But to alsatdg there other expected benefits

that MNCs seek from outsourced vendors.

With respect to the challenges facing HR serviagvigers in Ghana, this study also
revealed a number of interesting challenges that ddRvice providers face in the
recruitment and selection outsourcing businesshan@. The study shows that the one
major challenge which confront the HR service padevs or vendors are inadequacy or
the lack of communication among key players oredftalders such as employees and
line managers and senior managers. It was algaley by this study that HR vendors
in the outsourcing hardly involve these key playarthe whole process through earlier
and on going consultation about the recruitment sgldction outsourcing activities;
hence the lack of cooperation between them. Tlsisliein mistrust and suspicion from
the employees, line managers and senior manageceHsten times there are lack of
cooperation and support from the employees andniineagers due to these mistrust
and suspicion. There is therefore a need for HRvicerproviders to develop
communication strategy to ensure adequate comntioncéetween them and the
employees and line managers through regular catiultto allay their fears about the
recruitment outsourcing process and to gain theaperation and support throughout

the implementation phase of the process. Anothallerige revealed by the study was
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that the poor management of the outsourcing relahip between HR vendors and their
clients. Managing the recruitment outsourcing retehip is a complex and difficult

tasks especially where there is a significant déffiee in the business culture between
the vendor country and the clients. Due to cultdifierence managing the relationship
becomes difficult since it involved the values,idisl and practices of the outsourcing

parties.

To deal with this challenge, HR vendors must enghet they develop a healthy
relationship between them and their clients singenhintaining a healthy relationship
with their clients, not only will the implementatioof the outsourcing process be
successful, but also lead to a long-term contraetgrement for the mutual benefits of
the two parties. Furthermore, the study revedhed the difficulty in enforcement of
contract and protection of intellectual propertghts in Ghana also poses a big
challenge to them. There is a general feeling @ression that enforcing contractual
obligation and protection of intellectual properights and proprietary information is
difficult in Ghana. Most HR vendors complained thiaat they often times encounter
contractual breaches from the part of their clie@visn though contract terms are clearly
defined and documented. More so, they have gréatully in having the contract
terms enforced by the law courts due to undue debgythe courts. To minimize this
challenge, HR vendors should adopt or ensure thatnative disputes resolution
mechanism (ADRM) clauses are inserted in the contagreements so that in the
events of disputes arising, they can resort to ADieMquick resolution. Further more
the government must ensure that the law courta@eguately equipped and strengthen
and empowered to deliver justice timely and faidyall litigants as justice delayed is

said to be justice denied.

The study also shows inadequate information tedgyoinfrastructure or facilities in
Ghana poses a great challenge to HR service pmsvideéhe recruitment and selection
outsourcing business as they hugely depend on maton Communication
Technology for their operations. To address thallehge calls for more investment by
government and the private sector in the developroétthe information technology

infrastructure base of the country in order to duwip the capacity of the country's ICT
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industry so as to accommodate the large volumeadffct by providing broadband for

internet usage.

The study further indicates that another challethge HR vendors in the recruitment
and selection outsourcing business face is the ddickkilled labour in the Ghanaian
labour market especially for professionals sucAe@untants, Financial Analysts, ITC
professionals, Engineers, lawyers etc. largelytdube brain drain syndrome as a result
of low remuneration in Ghana. This problem can thesddressed through the training
and education of more of these professionals byGienaian government through the
provision of heavy investment in education espBbcial technical and vocational
education and the provision of better incentiveattoact and retain these professionals

in Ghana.

Lastly, another challenge the study revealed wagdle of culture in the outsourcing
process. The influence of national and organizatienlture has a major impact on the
outsourcing process. Vendors must therefore enddavonderstand both the national
and organizational culture of their clients, sotasensure a smooth and successful

execution of the entire contract agreement.

To sum up, this study which attempted to shed lagghthe expectations and challenges
that HR service providers or vendors face in rdeeuitment and selection outsourcing
activities in Ghana by investigating what expeotadi and challenges HR vendors do
face or encounter within the Ghanaian labour marketthis end, this study tried to
conduct a multiple case studies of HR service jpieng in the recruitment outsourcing
activities in Ghana based on personal interview® most significant outcome of the
study suggests that clients expects clients tovelelguality services in terms of
attracting quality and skilled personnel at lesstcoeduction in time-to-hire, low
employees turnover, gain access to new technolagidsexpertise at affordable cost

among others from their HR vendors.
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Secondly the findings revealed that HR vendors fasmerous challenges in their
recruitment and selection activities. Such chak=nigclude inadequate communication,
managing the relationship, inadequate informatiechmology infrastructure in the
country, lack of skilled labour, non-enforcementohtract agreements etc. The success
of the managing the relationship depends on trefstden the parties to the contract and
this can only be achieved through by the involveimeinthe key players in the
formulation and implementation of the outsourcitgnpthrough joint decision making
as well as having regular consultation to discumsiment issues affecting the process.
Free flow of information to all key players in thatsourcing process will reduce if not
eliminate any mistrust and suspicion that may eaxmbng employees, line managers
and HR managers. According to this study, HRO idicig recruitment and selection
outsourcing in Ghana as compared to other partseofvorld, especially in developed
countries such as United States and United Kingdsmat its infancy stage, but have
great potentials due to abundance of labour. AsGhanaian economy continues to
grow and expand especially with the discovery 4f @hana is eager to attract highly
skilled workforce from within and outside its bordéo accelerate the pace of its socio-
economic development. There is a need thereforergowent and private sector to
invest in more the HRO industry, since there isagrpotential for the Ghanaian
economy especially looking at the pace of econognmwvth of the country and the
desire of the country to attain the millennium depenent goal of becoming a middle
income country by 2015. More employments can besigged from HRO sector and

more so increase foreign direct investment intoctinentry.

The country stands to gain tremendously from aguial its HRO activities hence the
government must initiate policies that can encoariagestment in HRO by small and
medium scale enterprises by giving tax relief tohsasompanies involved in HRO. The
government can encourage the development of HROullsourcing most of its HRM

activities to HR vendors in the country as welliraproving the investment climate so

as to entice more foreign investors to transfeir tHRO activities to Ghana.
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The HR vendors will have to ensure that contraceements are clearly spelt out,
documented and what each party is expected to takeewell-defined or alternative
disputes resolution are used to address disagréerniert may arise. For instance one
way of ensuring that conflicts are avoided is toeagon a standard measurement of
performance by identifying what outcomes are exguedtom the vendors and manner
in which resources and responsibilities are aliocamust be agreed upon before the

contracts commence to minimize conflicts.

This study indicates non-enforcement of contraceagent and intellectual property
rights is another challenge HR vendors face in @hdie enforcement of contract
obligation by the law courts and the protection imtellectual property rights are

essential for the development of the HR industr¢irana. Government must therefore
strengthen the country's legal system to ensurtecthatracts agreements are enforced

and intellectual property rights are protected.

The lack of skilled labour was also seen as a ndjallenge to HR vendors in Ghana.
The government must therefore pay attention tocthentry's educational system by
investing more in the people through the develognérmuman resource base of the
country. This can only be achieved by training addcating more people especially by

focusing on technical and vocational education.

Lastly, the study revealed that conflicts or cladhculture was identified as a major
challenge to the HR vendors due to conflicting wnalt values, beliefs and practices
between the vendors and the outsourcing firms. @daisbe avoided by ensuring that the

business or organizational culture of both pafites

5.2 Limitations of the study

This study has several limitations. First the galeability of this study's findings
maybe limited, since the study was conducted innahand might impact on the
findings. Although the selection of respondents wesresentative of the population

who has interest in HRO, the firms selected defetages of development. Also all the
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firms in the sample were not exclusively in the ro#iment outsourcing sector,
generalizing the findings maybe very difficult. &udition, multiple key informants
were used in this study. One key informant mighvehprovided more liable data.
However, the assumption underlying the use of mleltinformants is that they are
equally knowledgeable. Lastly since the study wasdacted in English Language and
both the respondents and the researcher in thdy sguNon- Native English Language

speakers and therefore the likelihood of misremtasi®n might occur.

5.3 Managerialmplications

The findings highlight many facts that can be sasrtips for companies wondering
about whether to outsource their HR activities udahg recruitment and selection
functions or not outsource such activities. Asfthdings put forth shows, the decision
to embark on HRO is very complex and challengingné¢¢ managers should do proper
cost- benefit analysis before venturing into iteT®udy also shows that HRO has bright
efficient results, and promises better businesfopaance, and opportunities; however
it presents significantly new management challen@sne specific challenges that
maybe faced by the firm's decision to outsourcéuge; but not limited to strategy,
selecting of the right processes, right partnecs Key reasons for the outsourcing
decision have to be kept in mind in order to blér&outsourcing benefits with the over
all business goals of the company. In order to atsgad companies should not only

have to meet customer's expectations but exceed the

The ever changing technology is compelling companee always be aware of new
development and at the same time adopt an outsgustiategy which could benefit
from the advancements without causing any disrapiiothe ongoing operations. The
study indicates that companies need to understaatdjust outsourcing an extremely
vital business process like recruitment does nlvesall the company HR related issues
or problems. Once outsourced, the companies neawilgze the possibilities of further
enhancing the level of development taking into @eration the risks and challenges

that HRO activities such as RPO entails. HRO dalidetter planning and preparation
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as well as due diligence in the selection of veadance the capabilities of the vendor is

critical for the success of the outsourcing venture

Lastly, the implication of the study is that mamagthe relationship is very critical to
the overall success of the outsourcing processcéléme parties to outsourcing firms
must forge closer collaboration with their HR seeviproviders through regular
consultations to exchange ideas or views on pertimesues affecting the process.
Employees, line managers and senior managers rauakbn onboard and made part of
the decision making process right from the eargstof the outsourcing process to the

end of its implementation.

5.3 Future Research

The current research study constitutes only a mnetiry picture of the recruitment
outsourcing in Ghana. Due to the small size of@adpnts, this study cannot represent
the majority or even a large fraction of potentiedpondents, since the study covered
only Accra and Tema metropolis and not the entmentry. There are opportunities to
expand on this study by redefining the researchstipes and by undertaking
comparative research studies that would reinforee ftndings. For instance future
research can focus on challenges that nationaloaganizational culture play in the
success of HR outsourcing venture or the role gileyees, line managers and senior
managers on success of the HRO process. The sthidy Wwighlights the challenges
HR vendors face in recruitment and selection outsng and the expectations
outsourced companies demand from them focused enptlvate sector. Further
research can be done in order to validate the sssithin different context. It would be
interesting to see if other outsourcing destinatimnAfrica such as Nigeria and La Cote
D'lvoire face similar expectations and challengBsis will make it possible to draw
implications about the generalizability otherwidere results. Lastly the research study
which concentrated on the private sector can beneed to the public sector. For

instance, it is suggested that future researchfeaus on public sector through a
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comparative study, to see the similarities andedsfiices of the expectations and

challenges faced by HR service providers.
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Appendix 1- Interview Questions

Name Of RESPONUENT. .. ... ..ot e et e e e e een

Age.

JOD POSItION NEIA. .. ..o e e e e e e

1.

2.

What types of business activity is your companyegjegl in?

Is your company a local company or a foreign suasj@

What is the number/strength of your staff or empé&sf?

What is your company's annual turnover?

What is your company's main activity or core corapeé?

How long have your company been in the outsourbumjness?

Is recruitment outsourcing the only outsourcingclions that your company
performs or there are other functions that your gany performs?

Why do you think or believe MNCS should outsourbeirt HRM functions
including recruitment to your company?

Do your Clients outline their expectations when tcacting you for their HR
outsourcing activities including recruitment?

10. What are some of the expectations of your clients?

11. Does your company meet these expectations fromgl@nts or are your clients

often satisfied with your performance?

12.How does your company meet these expectations?

13. Do you think these expectations are realistic?

14.Does your company face any challenges in meetiegetipectations of your

clients?

15.What challenges do your company face in meetingetlexpectations from your

clients?
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