July, 2005

IsHR Outsourcing A Good Choice For My Company?

Author: Mary Beth Hartleb, JD., SPHR

Human Resource Outsourcing (HRO) is aterm used to define those HR — related
processes which companies choose to outsource to athird party. Many firms offer full
services and act as avirtua HR department or may offer d la carte services providing as
much or aslittle assistance as needed. Others may be highly specidized in one area.
Although HR Outsourcing is ardatively new, more and more companies are redizing the
benefits of outsourcing &t least part of their HR function. According to a study conducted
by Fiddity Investments which surveyed 264 large companies, 190 of those companies
reported that they outsource at least one HR function.*

There are severa benefits to outsourcing dl or part of the HR function. Outsourcing
eiminates the time- consuming paper chase dlowing HR to take on a dtrategic, rather than
adminigrativerole. For example, if a company is going through a high volume of
recruiting and also planning for amerger or acquistion, isthe HR Director’ s time better
spent reviewing thousands of resumes or Stting at the table helping to negotiate and
manage the merger? In this scenario, the company can easily outsource the staffing and
recruiting function to athird party, maximizing the core competencies of both parties.

Another benefit to outsourcing is enhanced technology. Many third party vendors either
have their own technology or work with aliances that bring state of the art technology to
a company, without the company having to make the time and dollar investment in
building, purchasing or maintaining aninternd system.

Findly, outsourcing dlows access to subject matter experts when needed. A company
may not dways have a need for high volume recruiting so it may make better business
sense to outsource this area when and where it is needed, rather than have internd
recruiters on steff.

A company that is congdering outsourcing should take the time to conduct an interna
andyss Doing so helps set expectations, determine a budget and builds buy-in and
understanding of what outsourcing can bring to the organization. Conduct a cost/benefit
andyss of what an outsource firm will cost versus the cost for internal employees.
Congder factors other than annua salary such as office space and benefit codts.
Onceinterna needs have been defined, shop different outsourcing firms. An outsource
firm should fed like an extension of the organization and be a culturd fit.

Quedtionsto ask indude

1. How long have you been in business?
2. Will you interact directly with my employees or work through me?

! Fidelity Investments, HR and Benefits: The Next Outsourcing Wave, February, 2003.



Do you handle multi- sate locations?

|s gaff available ondte or is support limited to phone and internet?
What type of technology offerings and support do you provide?
Who will | be working with? What istheir background?

Have you worked with smilar indudtries?

Is there an attorney on staff for lega support?

May | have alig of references?

10 What do you bdlieve you can provide that internd staff can not?
11. How do you charge? Isit aproject fee or by the hour?

12. Ask for a copy of the contract.
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Outsourcing dl or a portion of your HR function can bring great benefits to employees,
the HR team and the bottom line. However, the decision to outsource should be made
with the same due diligence any other business dedl would require to ensure the best fit
and benefits for the organization.
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