2.5
Chapter 2 - Case study:
Outsourcing: Can it work?
Textbook page 39-41

Answers to case study questions in textbook, page 41

1.
Based on the descriptions of the experiences of the different companies mentioned in the case study, what is the unifying theme of the role played by human resource management from a competitive advantage perspective?

· The companies in the case study are making use of outsourcing to ensure that they have the competitive advantage. 

· The companies they are using are responsible for different aspects, but it contributes to the bottom line through the use of the best talent available. 

· In the first case PNC Financial Services Group is using Océ Business Services for their document management expertise. 

· Océ Business Services assists them with handling 65 million dollars worth of correspondence and PNC has seen a huge saving in terms of production, distribution and postage costs. 

· The service provided by Océ’s is not seen as an external contract but rather as part of the bank. 

· Océ on the other hand invests a lot in training and educating their staff members and they are indeed a preferred employer hence they are attracting specialists in this field. 

· They offer career paths to employees that are rare to find elsewhere. 

· Most of the site managers that are placed at client locations have been promoted from within. 

· The motto of the company to invest in people and operational excellence assists them to provide innovative customer support tools. 

· They also strive to constantly meet the customer needs, which is key to creating value.

· Another example in the case study is that of EMCOR, a company who manages British Airways’ energy systems, security, corporate offices, call centres, hangers and industrial buildings. 

· British Airways have saved significantly and they view EMCOR as a strategic partner.

· Donlen Corp is involved in managing vehicle fleets, they deal with all aspects of fleet administration which means that companies who make use of their services can ensure that their internal departments are free to become business managers that can link operations to the company’s strategies and goals. 

· Donlen provides software to their clients which is called “Fleetweb”. 

· This enables their clients to stay in control of their fleet’s operation and it also enables them to analyse cost-effectiveness by monitoring industry variables such as fuel and maintenance costs. 

· By using this clients are able to make more informed decisions about their fleet and they can also reduce the costs.

· Another example is that of Pitney Bowes Management Services (PBMS) specialising in designing and customising print, mail and document solutions. 

· In the case study they have assisted a company with streamlining the process of marketing packages and then distributed this directly to the customers. 

· Customers received personalised packages, which means that there are potentially more prospects of them becoming customers. 

· PBMS’s secret is that they use new technology and management techniques together with talented people. 

· The key here is that the companies used outsourcing to gain a competitive advantage. 

· The companies they approached make use of new technology and they employee people with a specific and unique knowledge base. 

· They have developed competencies that are company specific.

· To these companies their employees are extremely important and there are career opportunities for the employees at the company; one of the companies even claims that they offer career paths that are not available elsewhere. 

· The staff members are motivated and they are eager to find solutions for the clients. 

· One can say that the employees are motivated on the extrinsic, hedonic intrinsic level and the normative intrinsic motivational level and that there is a high level of interest alignment on both the individual as well as the organisational levels. 

· The companies use the best technology available and they also make use of network resources. 

· The question that may now arise is why do they do this? 

· They do this to ensure that they gain and maintain a sustained competitive advantage. 

· The company culture is also important if the company wants to adapt to the internal and external changes, here strategic fit and flexibility is also important. 

· They need to look at the question of value, rarity, imitability and organisation. 

2.
What were the environmental influences stimulating the actions described for each of the companies?

· In a competitive environment companies need to deliver the best service in a reasonable time in a cost-effective way. 

· Although some of the companies mentioned in the case study are big they do not employ people with the specific skills needed to take charge of the operations that have now been outsourced. 

· People with this knowledge are also scarce and they will need opportunities to grow in a company and there should be a promising career path for them if this is not the case labour turnover could be a huge problem. 

· In each of the companies mentioned in the case study the core business of the companies differs from the expertise they needed and subsequently outsourced. 

· The specialist companies that were contracted by the other companies have a unique knowledge base and they invest a lot of time and money in training and educating their staff member to ensure that they keep abreast with the latest technology and developments. 

· In view of the general trend of companies being leaner and meaner outsourcing makes a lot of sense in some instances. 

· Companies are pressured to be more profitable and subsequently they are forced to concentrate on the core business to ensure maximum profit. 

· In some cases software assists them to manage their fleets better and to utilise their human capital in a more efficient way.

· In the case of the companies mentioned in the case study they outsourced key aspects which was not part of their core business but it had a huge impact on their core business and they saw an improvement in their profits and their service delivery, in other words they could see a difference in the bottom line.

· The companies want to ensure that they have a sustained competitive advantage by implementing a value creating strategy not simultaneously being implemented by any current or potential competitors and these other firms are unable to duplicate the benefits of this strategy.

· Students should also include the following environmental influences in their answer: the talent war, economy of scale, technology and worker’s choices.

3.
What managerial trends are indicated in the experiences of those companies?

· By aligning a company strategy and its resources with the environment, a company can achieve superior performance this is called “strategic fit”'. 

· The rapid external and internal changes that takes place makes the situation more complex and challenging and the ability of a company to adjust to these changes is referred to as “strategic flexibility”.

· The companies are striving to maintain a sustained competitive advantage by outsourcing some of its business activities. 

· The companies they are using have certain common characteristics, namely they employ people with a unique knowledge base and these people are managed properly. 

· Specific attention is paid to their careers, training and education. 

· Other trends are that the companies do not see themselves as experts on everything, they concentrate on their core business and they acquire the services of skilled people to assist them with the aspects that are not their core business but crucial to their business. 

· They can speed up innovation and ensure their companies are a step ahead of the rest. 

· The companies can focus more strategically and they do not have to spend time on trivial aspects but rather hire other companies to assist them with this.
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