REASONS FOR OUTSOURCING OF HUMAN RESOURCE

We are used to the word ‘outsourcing’ across the industry, daily we read in the newspapers about the expulsion of the employees from the company due to some internal reasons, what could be the main reason to bring this concept into existence and which are the entities taken part in this development, lets have a look on some of the causal aspects in this regard.

“Outsourcing is one of the Cost Reduction Tool ‘in companies” – Do you agree with this statement?
If YES, I agree with your concern.

If NO lets have a look on the facts; 

According to analysts, cost reduction is usually the most crucial reason for HR outsourcing as it can lead to savings of 30-40* percent for companies. (* Ref: Published by Jaico Books)

The other reasons are:
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Cost-effectiveness 
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Reduced administrative costs 
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Capitalizing on technological advances/expertise 
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Improved customer service 
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Redirecting HR focus toward strategy/planning 
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Focus on core business 

[image: image7.png]



Reduced corporate overheads 
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Provision of ‘seamless’ delivery of services 
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Insufficient staff.
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Process of outsourcing HR

The process of outsourcing begins with identifying core and non-core activities, i.e. activities the companies need to do in-house, as against outsourceable activities. 

The next step is finding a suitable vendor who can carry out such activities on behalf of the company. HR outsourcing service providers can fall into one of FOUR categories:
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Professional employer organisation (PEO) 
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Business process outsourcing (BPO) 
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Application service providers (ASP) 
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e-services 

A professional employer organisation (PEO) takes legal responsibility for the employees. The PEO and business owner are partners, with the PEO handling HR aspects and the business owner handling all other aspects. BPO is a generic term and could refer to all fields and activities, but as far as HR is concerned, a BPO ensures that a company has access to the latest technology. Application service providers (ASPs) host HR software on the web and rent it to users, while e-services are those HR activities that are Web-Based.

HR outsourcing, though a slow starter, is now one of the fastest growing BPO domains worldwide; in fact such HR activities such as payroll outsourcing were among the first to be outsourced. One of the reasons for the slow start could be the nature of responsibilities the HR department has. The HR department is critical for employee well-being in any business, no matter how small, and any mix-up here can cause major legal problems for the business, as well as major employee dissatisfaction. 

HR BPO COMPANIES -

HR BPO vendors add value to the company by either putting in new technology or applying existing technology in a new way to improve a process. 

This is to make sure that a company’s HR system is supported by the latest technologies, such as self-access and HR data warehousing. Some HR BPO’s offer all related services in the HR domain, i.e. they offer an end-to-end system to meet all the company’s HR needs. 

Other HR BPO firms allow companies to choose from various offerings; companies can pick and choose from the various services on offer.

TYPICAL SERVICES INCLUDE -
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Payroll administration: Producing cheques, handling taxes, and dealing with sick time.
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Employee benefits: Health, medical, life, retirement plan, cafeteria plans, etc.
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HR management: Workers’ compensation, dispute resolution, safety inspection, office policies and handbooks.

As I mentioned above, HR outsourcing is the fastest growing outsourcing domain. Several major joint ventures have been signed between large corporations and service providers for end-to-end HR outsourcing. 
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