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Abstract 

According to r-;icholas Bcaumont and Amrik Soha l (2004) ou tsourcing is a fashionable lIay 

of so lving some business problems and there arc numerouS report s of its increasing use. 

However. the usc of outsourc ing in Ethi op ia is ve ry low with the exccpti on of outsourcing 

some non-core funct ions like Security service and Jan itorial se rvice. Thus. this variation 

attracts the researcher to undertake a research with the objecti ve of evaluating the current 

pract ice and fut ure potenti al of ollisourcing in the country. This research assessed the currelll 

practice of out sourcing. identified those bus iness funct ions that Eth iopian orga nizations arc 

willing to outsource and po inted out the reasons for outsourcing and not outsourcing. 

Accordingly. the usc of outsourc ing in Ethiopia has been low and hi ghly dominated by non­

core business functi ons such as maintenance and j anitorial services. secu rit \ serv ices an d 

informati on techno log\ serv ices. The findin gs also confirm that Ethiopian organizations are 

willing to outsource non-core business fu nctions, such as maintenance and janitoria l serv ices. 

security serv ices and information technology services. Converse ly, the research fo und out that 

Accounting and Adm inistrat ion outsourcing serv ice prov iders will face great challenges form 

Eth iop ian organi zation to de liver their services. This is mainly due the fact that Et hiopian 

organi zat ions fea r th e ri sk of loss of confidential information and loss of contro l in 

outsourcing these business fu nct ions. In addition, the organizations assume th at the external 

scrvice providers arc not loya l to them in providing such business functions. The most 

c:\prcsscd reasons It)1" outsourcing in ascending order are: allowing more locus on core 

business. improving serv ice level, acquiring innovative ideas and cost sav ings. On the other 

hand. the most strongl : expressed reasons for not outsourcing, in ascending order. are : loss of 

control. ha ving no loyalt), to company and possi ble loss of confident iality . 



C hapter O ne 

J. Introduction 

1. 1 Backgro u nd of the study 

Outsourcing is simpl y acqui ring a product or serv ice form outside supplier rather than 

producing in the organization or it is transfer or delegation of the operation and d ay-to-da~ 

management of the business process to an external service provider (What is Outsourci ng: 

The Outsourc ing Megaz ine Zone). Prescnt ly many organi zat ions outsources one or more of 

the bus iness function from outside vendors. rVloreove r. as va rious resea rches indicatc the trend 

of out sourcing th roughout the worl d has been increasing from time 10 time. 

OUlsourcing is a fas hionable way of so lving some business problems and most people bel ieve 

Ihat it is like fad. Initi ally it had been used primaril y fo r informa ti on tec hn ology (IT): 

howeve r. cu rrently a wide va riety of business process is bei ng outsourced. The use of 

OlllS0LJfCing IS becoming more sophi sti cated: more organ izations are outsourci llg 

rcsponsib ility for business processes. According 10 Koonth & Wehrich (2004) the aim of 

oUlsoureing may be to reduce costs by saving on personal benefits. or to be able 10 reass ign 

cmployees to other tasks Ihat are more important. Olher reason why companies engage in 

oUl sourc ing include gaining access to the besl sources ava ilable worldwide, sharing of risks 

between the firm and its suppliers, allocating capital to key success factors, (Harold Koontz 

and Heinz Wehrich, 2004). [n general outsourcing enab les a fi rm to focu s on its core 

competencies and let oUls ide companies do what Ihese firms can do best. 

In Ethiopian case Ihe appl ication of outsourcing is in its infancy stage. Currenlly there arc fell 

companies Ihal are engaged in prov iding limi ted out sourc ing ~ervi ce. The current oUlsourcing 



practicL' in r:thiopia is limited to ~ compan~" s non core activities \\ hich are conlilll'd to 

recruitillent scn ilT. securit y service and janitorial service. 

1.2 S ta temcn t of thc problems 

Globall\ <lutsourcing becomes more sophi sticated and complex. The functi ons lhat are bc in g 

out sourced ranges: fi'OIH non-core funct ions like janitorial service to co re or main fun cti on 

such as product ion and Marketing. 

The benelits o f outsourcing of course are variab le, dependent upon the nature and situation of 

the orga nization . .'\ccording to the Outsourcing Management Zone website the fo llowing is a 

I iSl of commun reasons why outsourc ing is undcl1aken: 

• Lower COS lS due to economies of scale 

• Ability to concent rate on core functi ons 

• Greatcr nex ibility and abil ity to define the requi site service more readi ly 

• Speci li c suppl ier benefits. For example. better security, conlinuit\·. etc. 

• Il ighcr qualit), se rvi ce due to focus of the supplier 

Improved in ternal manage ment discip lines resulting from th e cxcrcisc itse lf 

• Less depcndency upon internal resources 

• Control of bud get 

• Fastcr setup of the func tion or service 

• Lowcr ongo ing in vestment required in internal infrastructure 

• (ircaler abili l)' 10 control delive ry dates (eg: via pena lty clauses) 

• Lack of internal experti se 

• Increasc ncxibil ity to meet changing bu siness condit ions 

Purchase of industry best practi ce 

• Improve ri sk management 

-5-



IllcrL'{\~C cOlllmi tment and energy in non core areas 

• Imprcl\e credib il ity and image by associat ing with su perior providers 

C;l' n lTat~ cash by transferring assets to the provider 

• Gain market access and business opportun ities through the supplie(s network 

• Turn II\ed costs into variab le costs 

Acco rding to l lenery Mintzberg and James Brain Quinn (1992). outside service groups can 

often pr," ide ~rcatcr economics of sca le. nex ibil ity, and levels of e\pcni se for spec ial il.c 

o\'crhead ~Cf\ ices thai virtually any company can achie ve internal I) . 

Outsourcing docs n()t come without ri sks. one main risk th at is incu rred "hen outsourcing is 

that \\' hen a firm does outsou ree. they leave the supply of th at product or se rvi ce in the hands 

of someonc "hom they cannot control, contrary to controlli ng their o\\'n supp ly (Maynard. 

2006). 

In general. those organizati ons that out souree report hi gh levels of sati sfaction "ithin thei r 

staffs and from the clien ts they se rve . These organi zati ons al so take a highl y pragmatic. 

business-driven app roach to the learn ing function. Outsourci ng is a trend that wi ll continue to 

grow. especially the outsourcing of technology. Increasingly complex so lutions, integration 

initiatives. budge t and staff constraints, and the demand for diverse training resources arc 

amo ng the factors that will fuel the trend , (Bersin, April 2005 ) -
In spite (lj" its QggrL·\~ i\·c application in the internati onal environmcnt. the lise or olltsourcing 

in Lthlo!'la IS almost none. Thus. this resea rch Ii ied to answel the folio" ll1gl~IQO!i.:--~ 
rcl!~'1 ;-;;-- .. __ , 

~~ 4'· .~ ~ 1 ......... ...,." 

i:t.~ .;;;;';' r'ia"'!:&~-7 " What IS the e'lstlllg practice of ou tsourci ng in Ethiop iary . ~Q!'s~ fc1illfit 
~,,~atJIW 

" Which bUSi ness functi ons will be successfu ll y outsourced in Ethiopi ary __ "ill. -----



,. \\'hich 1: pes or org,l1liZa1ion arc \\ il1ing 10 out sourcc some part of thei r bu s in l' s~ 

functi ons rrom c.\te,.,,:11 vcndors? 

r. \Vhat are the reasons for outsou rcin g? 

If What arc the reasons for not outsourcing? 

I.3 Objectives of the study 

Evcry business books pu blished in recent years brag about outsourc ing and its implica ti ons: 

moreover. at the prcsent time outsourcing has been emerging as center of attention for most 

sc holars in bu siness and economics area. Thi s phenomenon attracts th e attention or the 

researcher to undertake a research \\ ith thc foll owing objectives: 

• Identifying the e.\isting practice of outsourcing in Ethiopia 

• Ide nti fying th ose busi ness functions that Ethiopian organ ization are willi ng to out source. 

• Ident ifying the types of orga nizat ion that are willing to outsource some part or thei r 

business runCI ions ror e.\ternal vendors 

• Identifying the rcasons for outsourcing each business function 

• Identifying the reasons for not outso urcing each business funct ion 

• Creating awarcness among potential investo rs to engage in outsourcing business 

1.4 Significance of the study 

One recent trend in Uni ted States and in Europe is outsourcing, thi s means the products and 

serv ices are contracted to outside vendors that have expertise in a particular arca (I-Ie ncr, 

Mintlbcrg and James Ilrain Quinn. 1992). However, in Ethiopia the notion of outsourcing 

among thc socicty is somc hoI\' unfamiliar and und iscovered. Moreover, no formal research 

has been ca rricd ou t 10 find out the count ry's potential in outsourcing. Thercforc. I believc 

that this research has great significance in creating awareness, about outsourcing, among thc 



S(h.:iL' I ~. bll~inC'ss people and s( holar~. Furthermore. thi s research ca ll serve as steppin g ~\l'lll' 

!'or ol her researchers in similar area 

1. 5 Methodology of the study 

1.5.1 Data collection Method 

In conducting the research both primary and secondary data source were used. The primary 

data was co ll ected through questionna ires that have fo ur sections. The first sec ti on contains 

mcasurcment questi ons th at assess the curren! practice of out sourcing in Ethiop ia. The second 

sect ion is des igned to co ll ect informati on rega rding the types of business functi on that 

!:thiopian orga ni zati ons are willing to outsource. The th ird and fourth secti on contains a 

ratti ng scale measurement questions des igned to co llect the reasons of outsourcing and the 

reasons of not outsourcing, respecti ve ly. 

1.5.2 Sampling size, selection and procedure 

Even though thirt y questionnaires were dist ri buted to top mangers of thi rty organi zati ons. 

on ly 29 of them were ab le to respond. Furthermore. with the aim of including different types 

of orga nization in the resea rch, the organi zations are grouped in to six categories and fi ve 

organ izations are randomly se lected from each category. The categories are: 

o Government organizat ion (Not for profit) 

o Non Government organizat ion 

o Ban ks 

o Insurances 

o Pri va te PLCs 

o Other Government Enterpri ses 



i\1 0 I"L'O \LT. I l' increase the quality orill e data. enormous effort \\[l S made to part ic ipate the \" 1"" 

managcllll'lll. Presiden ts. ([Os or department heads. or the organ izat ions in admi ni strati ng 

the qllcsti ullnaircs. 

1.6 Scope and limitation of the study 

As stated before, thi s research deal s with the outsourcing in Ethiopia . Outsourcing is a very 

vast arca Ih31 covcrs all the bus iness funct ions; however, consider ing the avai lable time and 

finance. il "as not poss ible to include all business funct ion in thi s study. Thus, considerin g 

available lillle and budge\. and also to make the research more manageable and controllable 

onl) Ihe following cight business function s, which the researc her believes the most 

appropri ale Linder Ethiopia case, were considered: 

r Maintenance & Janitor ial service 

r Security serv ice 

r Information technology 

r Procurement & supplies management 

" Accounting serv ice 

"" Human Resource/ 

,,,. Admini stration function 

r Sales and Marketing 

Inilialh. il " 'IS planncd to co ll ect additional data form five OLil so lircing se rvice providers. 

h,l\\ever. "ilh the exception of one serv ice provider. the other were not will ing to re spond. 

Thus. thi s researc h is based on only the dala obta ined from the other thirty organ izalions 

(poteniial oliisource r). 

• 



.Also. duL' to l ime and buJg.:! cOlls!raint. th.: :-.tucl y onl ~1 considered organizations IOClll'd in 

Add is ;\h"o". Thcrcl"rc. "'1\ conc lusion Ihal \I ill be drawn from Ihi s resea rch is based on Ihe 

above ci rcum stances. 
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Chapter Two 

II. Literature Review 

2,1 The concept ofolltsolll'cin g 

In the English language (and most likely in other languages), "outsourcing" is a re lativel: ne\\ 

term (Maynard, 2006), Maynard(2006) added that a 1967 edition of Merr iam-Webstcr's 

Seventh New Co lleg iate Dictiona ry does not ca rry a listing for "outsourcing," but a recent 

check of Merriam-Webster 's Onl ine Abridged Dicti onary (http://webster.com/home.htlll) 

found the following elllry: 

Main EI1II)I: out-sourc-illg 

Pronunciolion: -"sOr-si{ng]. -"sor-

FunClion: nOlln Dale : 1982 "The praClice ojsllbCOl1lraCling manujacluring work 10 

oulside and especially joreign or nonunion companies" 

To bui ld up on the above entry Maynard (2006) added that, since 1982 the term outsourcing 

has evo lved to include all parts of the enterpr ise, not just manufacturing, In many ways, 

out sourcing is a synonym for sub-contracting, 

According to Nicholas Beaumont and Amrik Sohal (2004), ooutsourcing is defined as having 

work that was formerly done inside the organization performed by an external organizati on, 

They also suplemented that the vendo r (hereafter the outsoureer and outsou rce are, 

respective ly, referred to as vendor and c lient ) Illay be an independent entity or a wholl y 

1 
owned subs idiary. Alte rn ati vely Ch ri stine liarland, Louise Knight and He len Wa lker. 2005 

de fined outsourc ing as the contract ing with an externa l party to prov ide se rvices or products 

that cou ld be provided by an internal source. 



h"·lh~I'1l1orc. ill'aumont and Sohal ( 200~ ) gill' the following ciarificalion 1'01' In sourcing anti 

OUI-Is~ in g so as to show the ir difference from outsourc ing: 

Insollreillg means applying oillsollreill)!. '.1' di.\·clj]line 10 inrernal sllppliers. often hm'ing 

them compete \Vill7 external suppliers. 

Oill-lasking connoles 11'ork being dOlle oillside Ihe organioalion. bUllhe organization 

retaining/iill conlrol over Ihe operalioll: precisely defining Ihe lask and hall' il is 10 be 

done. The vendor has no discrelion (lI/{II)fIforms a programmable task. Parlnerillg 

implies Ihallhe clienr passes disereli(!II/or ho\l' Ihe lask is done 10 Ihe vendor 

To reveal the difference between outsourcing and offshoring Maynard (2006) prov ides the 

following expalantion: 

Today. when a company eonrracls )Fork /i-Oill anolher company, il is called 

oU/.'wurcing. Ou/sourced work perforll/ed fucally (i.e. in Ihe sallie cOllnlry) is called 

"onshore aU/sourcing ". Oil/sourced lI 'ork IH!I/ormed in other cOllnlries thaI a re ;n 

roughly Ihe same lime zone is called "nearshore Oillsou,:cing ". For Ihe Uniled Slates. 

nearshore IVould include Mexico. Canada. and many Caribbean Islands. Oulsourced 

work Ihal is pe/formed in counlries Ihal are many lime zones away or a long dislance 

away is called ofivhare oUlsaurcing. Examples of offshore locations for the US 

include China. India, Singapore and SOlllh A/i-ica. 

According to Ma ureen Cubberlcy and Stan Skrzeszewski (1999) ooutsourcing (contracting 

out is a synonym) and privati zati on are possib le so lutions along a continuum of strategic 

responses to two major causes of change. These two major causes of change are continued 
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llsc:d rcstr~lil1t ill the public sector and the increasing use and rLincti onalit~ , or il1fonn~l1 il ~ ll 

technology. As a response to fiscal restraint, olltsourcing, contracting OLit and privatization 

can all be viewcd as econom ic concepts ill that they are directed at cost reduc l ion or containmenl 

Ulld i!ll.: rl'a ~il1g dflricnc> and productivity. Other new strategic responses. which may include 

clclllcnt s of out sourcing, include joi nt ventures, strateg ic all iances. partn crships. re-

cngincering and rights izing. 

Outsou rcing is a hierarchica l sequence of dec isions. Thc fundam ental dec ision is whether or 

not 10 outsource a business process or function. Outsou rcing dccisions can be comple.\ 

because Illodern organization' s applications tend to be integrated wi th each other. sensitive 

(poor task performa nce may affect the organ ization' s reputati on): IT applicat ions permeate 

th c Ilrm touch that most activ ities performed; it may be difficult to hi ve off and outsource a 

si ngle application. The criteria used to evaluate out sourcing decisions may be 

multidimensiuna l and intang ible; bes ides difficult to estimate cost savings, th e firm mu st 

eonsidcr intangible effccts such as free ing up managerial time and possible depcndence on the 

vendor (Nicholas Beaumont and Amrik Sohal,2004) 

I f th e rcquircment is unique to the organi zat ion , but does not give strategic advantage then 

two alternatives should be considered. If the organization has acc umulated specifi c assets and 

sk ill s peculiar to the process then in-house processing should be considered (this is especially 

so if the in-house operat ion, th ro ugh experience or economies of sca le, is cheaper and/o r 

prov ides higher qua lity than potcn tia l vendors) (Nicholas Beaumont and i\m ri k Soha l, 2004). 

I r the intcrnal operation is inefficient or distracts management , an ou tsourcing partnership 

should be cons idered . Thc partner and client will co-operate by using their sk ills, experience. 

- 13 -



and asse ts 10 np1illli /.c the process and adapt it to changing bu sin ess conditions (N ichola s 

I3 caumolll and /\mrik Sohal. 2004 ). 

Accord ing to Nicholas Beaumont and Amrik Sohal (2004) a business process (exemplified b, 

Amazon.com·s customer interface) is strategic if it gives a unique competitivc advantage. II' 

thc business process is strategic, th e organ ization will probably not want to become dependent 

on or share sensiti ve knowledge with vendors who might supply the cli ent's competitors; th e 

norma l opt ion is insoureing. Howevcr. a strategic business process may have several aspects 

some of wh ich can bc outsourced. Although customer relationship management (eR M) m,,\ 

be critica l and strategic. it ma y be appropriate to outsource call center operations \\ hile 

retain ing in-housc authorship of operators' scripts and responsibi lity for databases. 

2,1.1 Glossary of some typical outsourcing tenn 

Value Based Management website. hnp://www.Va luebasedmanagemenLnet (2007). posted 

th e follow ing glossary of ou tsourcing terms: 

(a) Service Provider (ASP) 

An ASP is a company that rents applications and related services over the InterneL Examples 

include email, payroll process ing and ERP applications, 

(b) BU"illes,\' Process Outsourcillg (BPO) 

BPO is the outsourcing of back offi ce and front office functions typically performed by whi te 

collar and clerical workers. Examples inc lude accounting, human resources and med ical 

cod ing and transcr iption. 



((~ C(JJllpelil i\'(! II/ sourcing 

Compelilive In sourcing is a process \\hereby internal employees engage in bidding 10 

compete with competiti vc. third-pari) bidde rs for a defined scope of \\ork. Sec also 

In sollrc in g. 

(tI) COl/lracl Mal/u faclI/ril/g 

Contract manufacturing is the out sourcing of a manufacturing job to an onshore or ons hore 

thi rd-party with the nccessary infrastructure and knows how to perfonn the job. 

(e) Co-Sourc ing or Cosourcillg 

Cosourcing is where a business fu nction is performed by both internal staff and ex ternal 

resources. such as consul tants or outsou rcing vendors, with specialized knowledge of the 

business fun cti on. 

(f) F'lIcilities Man agement 

An outsourc ing so luti on in whi ch the customer entrusts to an external se rvices provider. the 

responsibil ity for operations and maintenance of one or more fac ilities. 

(g) II/sourcil/g 

Insourcing is the transfer of an outsourced function to an internal department of a company, 

to be managed entirely by employees. The tenn has also been used to describe fore ign 

companies locating lae ilit ics in the United States and employ ing U.S. worke rs. 
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(Ii) IVl!lIrs /lOrillg 

N~arsho r(:' outsourci ng or 'ncarshoring' is outsourcing within nearby territory, accessible b\ 

short tra ve l or telephone in the same or neigh boring lime zone. 

(i) O.f(I'/lIIring 

Onshore outsourcing or 'offshori ng' is outsou rcing overseas or in a separate country. 

Outsou rcing to a contiguous country may be cons ide red nearshore outsourc ing (see above). 

Service Leve l Agreement (o r SLA). An SLA is a contract or addendul11 to a contract that 

defines the type, va lue and conditi ons of thc outsourcing serv ices to be prov ided. Typ ically, 

SI.As add ress quality of service condit ions. such as response time, ava ilab il ity, speed. et 

ce tera. 

(j) SI"rred Services 

Shared se rv ices is the outsourc ing of a business funct ion within an enterpri se to a hi ghly 

sk illed interna l department or group. for examp le. the purchasing department at one plant 

may provide purchasing se rvices to a ll other plants with in a given manufacturing company. 

Shared services may also be provided to third parties. 

2.2 A Short history of outsourcing 

Believe it or not, outsourcing began to emerge a few thousand years ago; it started with the 

production and se ll ing of food, too ls and other household supp lies (Maynard, 2006).The he 

added that if )OU go back far enough in the histor" of humanity. each person or ramil) 

prov ided eve ryt hing for themselves. They gathered their own berries and nut s, hUll ted their 

own food. grew thei r own crops, sk inned hi des fo r clothing and so on. Then vill ages began to 

sprin g up. and people began to spec ia lize. As such, they began to barter with each other fo r 
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good ~ and sen iccs. Clnd SlKIIl money \\as in\Clllcd to help simpl ify the bartering process. In 

effec t. each \\l)rkc r \\ as ou tso urcing some ac ti vities to others workers. 

Outsourcing is not a nc\' phe nomenon. Ferdi ll ~l11d and Isabella. as the go\ crI1mcnt oflhe da) . 

outsourcecl th e disco\ el"\ or the new world to Ch ri stopher Columbus. Not long afterward. 

arm ed shi ps Oil ned and operated by private concerns. kn own as privateers. held commi ss ions 

from government s to go ro rth and capture fo reign merchant ships. Sir Franc is Drakc li as 

knighted fo r hi s sllccess as what might be regarded as "an outsourcing agcnt" lo r governmellls 

(Maureen Clibbericy and Stan Skrzcszcwsk i. 1999) 

Fast-forward a fell thousand years to the industri al age. Very few compani es. if an y. in the 

1800s and carly 1900s olltsourced any pari of the ir processes; they were vert ical Iv illlegrated 

organ izati ons. They ma) have produced or mined raw mater ials (stee l. crops. rubbe r) and 

conve rted that raw materi al into finished products, and then shi pped the fini shed goods on 

company 0 \\ ned trucks to company owned retail stores for sale to the public. The\ liCIT se lf-

insured. did their Oil n taxes. employed their own lawyers. and des igned and constructed 

buildings without ass istance fro m othe r firms. In short, they outsourced vel) lillie (Maynard. 

2006) 

But spec ialization, especiall y of serVices, led to contracting, which eventua ll y led to 

outsourc ing. The first wave of outsourcing began during the boom of the industri al revoluti on. 

and fueled the large-sca le growth of services such as insurance services, tax se rvices. 

accou nting serv ices. legal se rvices, architectu re and engi neering se rvices. and others. The 

companies who performed thi s work were typically located in the same coulllry. most lil-.ef) 

the same ci t)'. as was the CUSlO mer. In essence, thi s was onshore ou tsourcing (Maynard, 2006) 

7\lext came manufacturing. outSOurcing for low-tech items such as toys. trinkets. shoes. and 

appa rel goods and later. hi gher val ue manufactured items like hi gh-tech componellls and 
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co nSlIlll er el ect ronics . \ l ~ n ll l ~l c turill g wa s th e first activity 10 begin !O move to ol"fslwn ... : 

locations in search of !<m cr costs. As transportat ion and logist ics im provcd through im proved 

inli'astructure and the usc of computer tcchnology, the cost of transportation wcnt dO\ln . and 

ol1<horc man ufac turi ng \l cnt up. As cducati on and ski ll s im proved in lower wage countri es. 

manufacturers movcd up th c va lue-curve (Maynard , 2006). 

Morc reccntl y. outsourcing has moved into th e world of information technology, pension and 

40lk bcnefits, data transc ript ion. and ca ll center operat ions. This rea lm is made Ill ore and 

Illore poss ible by continued invcstm cn t in educat ion, improved information tec hnology. the 

wide adoption of the Int ernct. and the broad. but sti ll emerging, avai lab ility of low cost 

telecommunicati ons and da ta communications in third world countr ies (Maynard , 2006). 

In the ea rl y 1980s, "outsourcin g" typical ly referred to the situat ion when fi rms expanded their 

purchases of manufactured physica l inputs, like car companies that purchased windOl\ cranks 

and seat fabrics from out side the firm rather than making them insid e. But in 2004. 

outsourcing took on a di ffcrent meanlllg (Jagdi sh Bhagwati , Arvind Panagariya and T. N. 

Srinivasan. Autumn. 2004). 

Although outsourcing has becn around as long as work specia lization has ex isted. in recent 

hi story, companies began employ ing the outsourcing model to carry out narrow funct ions, 

such as payro ll , billing and data entry (What is outsourcing:Sourcingmag.com). According 

toSourcingmag.com websit e those processes could be done more effic ientl y and therefore 

more cost-effectively. by other companies with spec ia lized tools and facilities and speciall) 

trained perso nnel. 
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Curren!l:. outsourcing lakes many form s. Organizations st ill hire service providl'rs 10 handk 

distinct business processes. such as benefits management. But some organizations outsourCl: 

whole operations (What is out sourc ing:Sourcingmag.co m). 

2.3 Types of Outsoll l'ccd Services 

Thi s sec ti on dcals with thc most common types of out sourced se rviccs. Accordi ng 10 Bragg 

(1998) rhe most common outsourced scrvices are: Account ing Scrvices, Human Resource 

I'unction. Maintcnace and Janitoria l Function, Outsourcing Matcrials-Managemcnt Functon 

Sales and Markct ing Funct ion andAd minist rat ion Function. 

2.3.1 Outsourcing the Accounting Function 

Thc accoun ting is among the most common ly outsourced, though it is usua lly limited to onl y 

a fcw ta sks with in the funct ion (B ragg, 1998). There are opportunities to outsource a wide 

alTa) of services in the area, if company is willing to work with multip le suppli ers to achieve 

thi s goal. Somc example are: virtua l payroll can be full y out sourced through internet. 

co llation of accounts rece ivable can be outsourced from hundreds of su ppl ier. cash 

managemcnt is also another part that can be outsourced by banks, taxation, financial reporting 

and intcrnal auditing services are also outsourced, accounts payab le check printing can be 

out sourccd to more technolog ica lly progress ive banks, there are also suppliers who specia lize 

in taking in cash reccipts on behalf of the company's bank account along with a col lection 

re gister Jctailing who paid the money and etc (Bragg, 1998). 
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Advantages and disadvantages 

J\ccording to Bragg ( 1998). the foll owings arc the list of advantages and disadvan tages lo r 

outsourcing of J\ccountign fu ncti on: 

Adv{lilfages 

• The best reason Cor outsourcing th e collect ions fu ncti on is the supplier may pursue 

those customers who re fu se to pay with greater energy than would in house co ll cction 

sta ff since it requ ires particular skill in persuading compani es to pay for old in vo ices. 

and good co ll ecti ons. 

• The bas ic reasons in outsourcing internal auditing functi on are : 

o Mix of sk ill 

o Sta ff quality: the quali ty of auditing stafCsupplied is usuall y quite high 

o Management ab ili ty: since the managi ng audit firm function is only auditing, 

and then they are good at managing audi t. 

o Knowledge of best practi ces : J\n audi tor who reviews the fun cti on of ma ny 

companies will bui ld up knowledge base of how processes can be performcd 

most effic iently and effect ive ly, or has the access to that knowledge through 

other auditors at the firm , and can the refore recommend changes to the 

company. 

o Variable cost: the company on ly pays for aud it performed by the supp lier, so 

the auditing cost can be switc hed from being a fixed one for an in-house staff 

to a variable one for an outside sw fC. 

o Quick access: the company has option to qu ick ly bring in an expcrienccd audit 

team if it acqui res a new business in a foreig n locati on that is inconven ient for 

its internal staff to reach. 
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o Red uced tra ve l costs: the compa ny must Oy it s int crned audi t. " he reas a large 

audi ting firm can assign staff li'OI11 its regional offices to go to those locations. 

thus avo iding the c~ccss i ve travcl costs incurred by the interna l audit stalT. 

o No down time: bri nging in an audit team onl y fo r spec ific tacks all ows the 

com pany to avo id the kind if nonprod uctive downtime that somctimes occurs 

with an in- house sta fr, such as the interva l between the end of one audit and 

th e begin n ing of the next. 

o No hiring and tra ining costs: the company can avoid the substant ial hiring and 

traini ng costs needed to sta ff and retain a top-of - the- li ne in- house aud it tcam. 

o Adva ntage of oulsourci ng payro ll : 

o Avoid having to fi le payroll tax payments on time. 

o To avo id paying fo r software update; 

o To avo id printing paychecks; 

o To use direct depos it 

o To use check stu ffi ng: further convenience is for supplier to aut omatically Slu ff 

all checks into envelops for deli very to employees, wh ich eliminatcs a clerica l 

task for the acco unting sta ff. 

o To use check de livery to mUltip le locations: 

o Stamp signature on checks: checks can easily be rev iewed subsequent to 

di stribution by pursuing the accompanyi ng payroll reports provided by the 

supp li er; it is easy to correct payroll errors in the ne~l payro ll. 

o To usc custom and standa rd rcports: 
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/Jisa(/vu II/ages 

• The dow nside of using co ll ect ions companies is that they can be so aggress i\ c \\ it h 

the compan\"s customers that the customers will re fuse to ever do busi ness \\ ith the 

customer again. 

• /\ co ll ecti ons supplier is typica ll y paid a large percentage of each bi ll collected. 

norma ll y about one third of the total. 

• The reasons why inte rnal aud iting should not be outsourced is: 

• Cost: An outside auditing fi rm for internal audits is substanti ally more expens ive than 

in-house s t afl~ si nce the hourly cost of thi s servi ce inc ludes the very substant ia l 

overhead of the finn. as well as the profi t margin. 

• Training: 1\ real conce rn when moving the audit functi on to a suppli er is that some 

companies usc the internal audit fu ncti on to train their managers (since the job gi ves a 

good knmd edge o f how the company functions) ; by tak ing away th is function. the 

company loses it s training ground for the future manage rs of the eompan , . 

• Ex peri ence: the perce ived quality of the auditors provided by the supp lier may be 

lower than ant ici pated, since most auditing firm have very high turnover and also like 

to bring in em ployees with lower leve ls of experience in order to give them expe ri ence 

with different account ing systems. 

• Responsibil ity: Management must still realize that it is responsib le for the 

estab lishment and maintenance of internal controls and the audit of those contro ls 

• Interdepe ndence : An auditing firm is supposed to create "Wa ll s" wit hin its own 

company that keep its interna l audit work from interfering with the independcnce of its 

fin ancia l statcmcnt audi t work. 

• Conversion problem in ea~e of payro ll outsourcing 
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2.3.2 Outsourcing computer sl'f\'icc 

Over thc last two decadcs. computer se rvi cc outsourci ng has been seen the largest volumc or 

outsourcing of all functional areas. in terms of the total do ll ars volume of contracts signed. 

Some of the cont rac ts have bcen immense. eas ily exccedi ng a bill ion do llars in value and 

strctc hing over as long as 10 yea rs. The companies that have part ic ipated in these contracts 

are representati ve of the best and largest of the world 's cooperati on (Bragg. 1998). 

According to Bragg (1 998) some supp liers even outsource some of their own functi ons to 

other suppliers. There arc nu mber of functiona l areas within the computer se rvice umbrcll a 

that can be outsourced. One of these func tions is data center management, in wh ich the 

supplier freq uentl y transfers all of the compa ny's ma inframe - based appli cati ons to a large. 

centralized facility that it ope rates fo r a number of compan ies, and processes all of the 

company's so ft ware applicat ions from that locati on. Another function is management of a 

compan y' s vo ice and data networks. which requ ires that the supplier have a sta ff on-site to fix 

and upgrade these networks . while also ma in ta ining on-line di agnostics from a rem ote 

locati on to determi ne how to fix network prob lems. Another area is the help desk, in which a 

supplier maintains an off-s ite staff that answers the queries of company employees rega rding 

problems with their softwa re (e ither packed or developed in-house). Another functi on is 

maintenance of desktop computers, which requires a ski lled team of on-site technicians. Yet 

another functi on is legacy system maintenance, in which a supplier is brought in to ensure tha t 

a long-term, custom - deve loped software app lication that the company depends on continues 

to operate properly . Fina ll y. th ere is the app li cati ons- development fu nction, in \\ hi ch 

supplie rs havc a team of syste ms anal ysts and programmers develop new software fo r a 

company. 
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Information lec hnology is (Inc or the 1110SI popular areas of out sourcing. II can. h O\\L'\l'r. 

invol ve a ra nge of issucs. For example: software. equipment, premises. people, th ird parl\ 

agreements. and so on (IT out sourcin g:The Outsourcing Megazin Zone). According to this 

"cbsitc all these will need to be carefully cons ide red. and steps to address them included ,n 

the transition plan. the SLA and the ou tsourcing contract (Outsourcing, IT outsourcin g). 

When considering the outsourcing of IT services, management must be very clear" ith 

respect to its expectations. It must clearly define the servi ces themse lves - 111 other words. 

exactl y what it wants to be deli vered (IT out sourcing:The Outsourcing Megazin Zone). 

It is a lways a good idea to measure these against the existing serv ices, a lmost a benchmarking 

exerc ise. At the very least. th is will prov ide useful data for usc downstream. \\ hen 

conside ration of suppl iers is undertaken (IT outsourcing:The Outsourcing Megazin Zone). 

Acco ring to Outsourc ing Megaz in Zo ne website having defined the requ isite IT service. costs 

should be cons idered. Again. it is wise to start c lose to home. What are the cu rrent co,t,') 

How are these projected to increase (or decrease)" Essentiall y, a picture is being built here "I 

where the organi zation currently stands, and where it wishes to stand, with repsect to th l' I I 

service. l'lav ing established thi s information. the path to IT outsourcing shou ld be far clearer 

Information systems (IS) or in for mat ion technology (IT) outsourcing can be defined as the 

transferring of an ISII T function that lVas previously carried in-house, to a th irdparty provider. 

ISIIT out so urc ing began evo lving in the early 1990s, mainly for supplementing in -house 

application development. It CO\'ers a wide range of ISIIT rel ated funct ions. including so f1 ,,:,,'c 

development. hardware maintcnanee and web hosting, and constitutes a well establi shed and 

fast grow in g industry (Maria Karyda and Evangel ia Mitrou, 2006). 
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R~ccnlly. there has been an increascd demand fo r web hosti ng. c-commcrce hosting and 

remote data storagc se rYlces. This Ilille tionalit,· is provided to organi zati ons by applicat ion 

se rvice providers (A SPs). \\ho prov idc hard ware. software and network infrastructurc. '" \\ell 

as busincss sc rvices. To dclivcr these se rvices rnost ASPs manage and store the organizati t'ns' 

information re sources. and prov ide access to the end-users through publi c networks. (Maria 

Karyda and Evange lia Mitrou. 2006) 

According to Mar ia Karyda and Evange lia Mitrou (2006) the reasons for which com panics 

turn to ISIIT outsourci ng are primary financial; they include expectat ions of improved ratc of 

rcturn s on investments (ROI ). reduced cost and economies of sca le that cou ld not be realiL~d 

in tcrnally. By outsourcing their ISI IT functions organi zations also aim to : 

* have improved access to spec iali zed knowledge and best-practi ces; 

* rece ive better qual ity serv ices; 

* ha ve increased business continuity capabil ity in case of intern al incidents: 

and 

* Achieve ncxibilit) wi th regard to technology. 

Moreover. Ma ri a Karyda and I:vangelia Mitrou (2006) added that companies expect to gain 

increased competit iveness and a chance to foc us their efforts and use their resources on their 

core competence (Outsourcing. A framwo rk of outsourcing ISIIT). 

Outsourc ing, however, is not a ri sk free process. Lac ity and WiIIcock(1998) namc a set of risk 

factors for ISIIT out sourcing. including: 

* treati ng IT as an undi ffercntiated commodi ty to be outsourced; 

* incomplete contracting: 

* fail urc to build and ret ai n requisitc in-house capabilities and skill s; 

* power asymmetries developing in favour of the vendor; 
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* unrealistic c.\I1L'Cla lions \\ ith llluitip le objectives for outsourcing: and 

* poor sou rcing and con tract ing for devel opment and new technologies. (Outsourcing. /\ 

i'ramwork of ou tsourcing IS/IT) 

In a rece nt stu d) (K halfan, 2004) as quoted by Maria Karyda and Evange lia Mitrou (2006) 

loss of data confidentiality was ranked first among a set of five ri sk factors in ISIIT 

out sourcing. Security considerations in general are widely recognized as im portant factors 

im ped ing wider adopt ion of ISIIT outsourcing. Other sources of relucta nce for outsourcing arc 

related to the qual ificati on and experti se of the providers· emplo)ees and to the loss of 

important know ledge. Moreover, poss ible ri sks that are oft en related to ISI IT outsourcing 

include unexpec ted costs and poss ible complications. finally. tOlal outsourcing. usua lly with a 

single prov ider. is considered as a high risk strategy. 

Thus. orga nizati ons strive to ach ieve a ba lance between the expected bene fit s and the re lati ve 

ri sks stem ming fro m outsourci ng, by choos ing the most app ropriate answe rs to the following 

questions: what to outsource, to whom, when or for how long and fina lly how to manage the 

outsourcing arrange ment (Maria Karyda and Evange lia Mitrou, 2006) 

Advantages and disadvantages 

According to Bragg ( 1998) the fo ll owi ng are advantages and di sadvatages of outsourci ng of 

Computer seviee: 

Adva ll tages 

.,/ It rcciuces need of large cap ital expenditure for eomputers- this is especially important fc)r 

cash st rapped companies. In outsourc in g, not onl y docs the suppli er purchase and 

maintain the enti re data center computing power, it needs to mai nta in serv ices to the 
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(1 1111" "1) but it ma: also purcha se all or the company"s date center compute" Illr upfr(1nt 

cash . 

./ Another rcason rol' adopting outsourcing is that computer serv ices which is one or Ihe 

most di ffic ult fu nctions to manage. By using this a company with a staff that arc trai ned 

with old technolog ies can dra\\' li'om muc h larger paol oI' perso nnel who have much 

larger skil l set, more expcr ience (sincc they move around among a num ber of cl ient 

sites), and better traini ng . 

./ A company can reduce its data center costs by mov ing runn ing the data process ing ccnter. 

managi ng thc vo ice and data net\\ orks and manag ing the help desk functions to a 

supp li er . 

./ A eOlllpany can also move it s computing costs fro m be ing large ly fixed to large I) 

vari ablc. A typica l computer instal lation requires a large fi xed cost investmcnt in 

computer, along with sa laries for supporting pe rsonnel- there are also no vari ablc cost at 

a ll. Th us shifting the compute r se rvice function to a supp lier converts more or a 

company's costs to variab lc costs. whi ch allows it to reduce costs as transact ion volumes 

fall. 

./ Another advantage of outsourcing is that a company can save on the prev iously used by 

its in-house appl ication-developmen t programmers . 

./ It is useful to give the fun ction to a supplier if the supp lier has better text search engines 

or expert systems for fi nd ing answcrs in a test database . 

./ Another is if the su pp licr has a more experienced staff, which is espec iall y usefu l if the 

company has no help desk at all or one with such j unior staff that they can answer onh 

the most bas ic questi ons . 

./ Ma ny compa ni es have there help desk spread through out the company, a supplie r can 

centralize th is func ti on and store all prob lems in a single data base, IVhich allo\\ s 



lll:l1lagL'ml'n t tLl :-iL'l' patterns in tilL' problL'ms being fixed. and in turn allows management 

to aillici pme the \olume or some types of prob lems that arc likely to ari se. 

Disl1rh'(J IltuJ;es 

y' The company must educate its employees about how to contact the help desk supplier. 

y' Another issue is that the help desk is the first li ne of customer satisfact ion with the 

computer se rvice fu nction - if a supplier does a poor job of dea ling with employees 

problems. the issue may filter up to top management, who may recognize the funct ion so 

that cmployces need are met. 

y' It is also poss ible that the supplier wi ll not do a good job of tracking open prob lem. 

y' The other primary ri sks of outsourcing the app li cation- deve lopme11l fun ction is that thc 

company ma) losc its best programmers. One is that they feel insecure in moving to the 

supplier. especially ifit has a reputation for poor treatment of employees. 

y' Some companies may have developed customized programs that they cons ider to be so 

valuable th at it would ri sk from a compet itive perspecti ve too put them in the hands of 

th e supplie r. 

y' A concern for many companies is that they may have trouble transferring their software 

I icense to a suppl ier. 

y' Another concern in the app licat ion development area is that the supp lier may charge the 

company more on per hour basis for its programmers to deve lop new applications and 

then it would cost the company to do so itself. 

2.3.3 Outsourc ing th c customer Service Function 

One of the newest and li,stest growing services in the outsourcing arena is customer se rvice. 

With this service, a company allows all inbound customer cal ls to be routed to a supplier -
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lH\'J1cd call cellter that an s\\crs cll stomer qucstions. routc s field-serv icc personnel to CU Sh)IlU'1 

locations lor rcpairs. enters service or product orders from customers and courteous ly tric , 10 

pc rsuadc cu stomcrs nO! to rctllrn products or ca ll service (Bragg, 1998). According to i3r:lgg 

(1998) a good suppl ie r has the management abil ity to quickl y create a call ccntcr and recruil 

suffi cient people to staff it. freque ntl y in a linle as fe w as month. A customer se rvice supplier 

usuall y has much bcner tcchnologica l experti se as we ll. 

Advantages and disadvantages 

According to Bragg (1998). the fo ll owings are the li st of advantages and disadvantages or 

Outsourcing the customer Service functi on: 

Advantages 

./' An important reason for using customer servi ce supplier is that the company is dealing 

with th e customer th rough th is fun ction. and must present the best poss ible face to the 

customer- and thi s is thc primary area of expert ise for the suppler. 

./' Hiring a quality customcr service supp lier gives a cOlllpany a profess ional imagc II ilh it s 

customers . 

./' The best suppliers have great expe ri ence in rapidl y instal ling call centers. This includes 

acquiring and tra ining ne w starf, locating new faci lities, installing phone and computer 

terminal s, and building any required links to the company's computer system - and all in 

record time . 

./' The best supplier havc fi ne ly tuned rec ruiting skills that they use to select j ust thc righ t 

kinds of people. pay and benefit leve ls ca lcul ated to retain thei r exi sting slalls. and 

ongo ing train ing programs designed to maintain the quality of their staffs . 

./' A supplier who spec ializes in one of the area will resu lt in higher clI stomer sa ti sfaction 

and even hi gher retenti on. 
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./ The other advantage of shi ning to cll stomer service sllpplier is that the com p;ltl :- (~!Il 

re lease the offi ce space prev iously uscd by the in house ca ll center for th e other Plll'J1 l)SCS. 

DiS(lfil 'lf Jlfa;.:es 

./ The suppli cr must charge a pro tit in order to get a return on it s capital. and al so must 

incur sales and marketing coast th at a company wo uld not spend if it had an in house 

clIstomer service . 

./ Supplicr ma y need access to the company's data base. This presents a dange r of hav ing 

suppli er employees ga in unauthorized access to other parts of the company' s dat;] basc . as 

well as makin g incorrec t changes in that po rti on of data base. 

2.3.4 Outsourcing the Huma n Resource Function 

Many aspects of th e se rvice provided by the human resources functi on are clerical and as 

slich can be handed over to the supplier who is better eq uipped through better techrJlllug:- ur 

econom ics of scale to administc r them (B ragg, 1998). According to Bragg ( 1998 ) ma n\ 

human resourcc sc rviccs fa ll into thi s category, such as med ical , life and \\ orkcrs· 

compensation insurance. Other serv ices, though not clerical, are belter left to specialists, such 

as recrui ting. training, outplacement, and re location. Some tasks are high ly unsuitable for 

outsourcing, such as success ion planning and the design of training classes, since these areas 

require an in depth knowledge of the company and its employees. 

Advan tagcs and disadvantages 

Accord ing to Bragg ( 1998). the followings are the list of advantages and disadvantages of 

Human Rcsou rce Fun ction: 

- 30-



/ 1 dl 'll 1/ f ll;': l!.' · 

v' Using oUlplacement supplicr to handle all laid-off sta ff is that a suppli er has a full -t ime 

pro fessiona l stafr Ihat is ex perienced in providi ng such service as resu me writing and 

psy cholog iea I counsc ling 10 oUlgo ing employees. These arc ski lis Ihar most compan ies do 

nOI have in- housc. Eve n if Ihey did. th ey wo uld be fi xed costs. whereas they become a 

variabk cost by oUlsourcing thi s task .. 

v' The primary adva ntage of outsourcing the li fe insurance function is Ihalt he company can 

avoid Ihe ri sk of large losses Ihat accompani es the self-insu rance approach. 

v' Med ica l insuranc e out sourcing also avo ids the signifi cant fixed COSI assoc iated wilh 

ha ving an in-house staff that eva luates med ica l clai ms and pay doctors. 

v' The adva lliage or ou t sourcing recru iting is there is no paymenl for Ihe recrui ling 

suppliers un til the companies get the ri ght candidate. In contrast , an in-house recruiter is a 

fi xed cost who will be pa id even if this person cannot find any prospec li ve employees. 

v' The supp lier has a slrong incenlive to find good candidates, sincc olhenl ise Ihey will nOI 

be pa id. Al lernali1cl) . an in-house recruiter has no incent ive. 

DislItivtlllfu;:es 

v' The supplie r only addresses a company's request fo r short period of time. 

v' Some companies go to co ll ages to recruit employees and want to present the solid picture 

of the company to potenti al employees during thi s those visits using an in-house 

employec who is thoroughl y ve rsed in company operations and who can commu ni cate 

the ·company line · to recruits, is most acceptable. 

v' Some supplie r in turn out source some of their functi on to other suppliers. which mcans 

that formcr cmployeec; must trave l to the locations of several suppliers 
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2.3.5 Outso urci ng the l\1"1in lcnancc and Ja nitorial Fun ct ion 

Thc janitorial funct ion is thc most commonl y outsourced funct ions, but many companics do 

not control thc outsourced jani to rial functions vcry \\'ell. nor do they regula rl y examinc the 

pcrfo rm ancc of the suppli er (Bragg. 1998). The maintenance functi on is far less frequcnth 

outsourced. It is mos t commonly ou tsourc ed fo r transportation equipment, which can easily 

moved to a su pplie r's central rcpair fac i lit~. and rare ly outsourced fo r fixed , spec ializcd. in­

housc cquipment (Bragg, 1998). 

Adva ntage and disadvantage 

According to Bragg ( 1998). thc fo ll owings arc the list of advantages and di sadvantages of 

out sourcing the mai ntcnance and j an itor ia I lu nct ions: 

Advantages 

./ The primary disadvantage of outsourc i ng the j anitorial function is that there wi li st i II bc a 

need for an in-house person to handle short-not ice cleanup problems, such as spill s. that 

cannot wait until the next regularly scheduled visit by the supplier's j ani to rs . 

./ One major advantage associated with out sourcing the janitorial functi on relates to an 

accounting prob lem known as stcp co>ting. Wi th an in house janitorial staff, a new janitor 

must be hired once there is a moderate increase in req uires services, but that person may 

not be fully utili zed until the fac ili ty size has continued to increase for some time. When 

thi s function is outsourced, the comrany on ly pays an incrementa l amount for extra 

square footage that is added to the scor~ of the janitorial se rvices contract. This represent 

a significant cost sav ing . 

./' Also in house janitors that stayed for i.'ng time in the company will attain the pay levcls 

that are much higher than the normal r3 \'. By outsourci ng thi s, a company can enjoy thc 

rcd uced cost of lo\\'er paid employces. 
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./ l : inall~ a ~olllpany docs not ha ve to devote very Illllch or its limited managemcnt 

re so urccs to j anit orial functions. 

Di.'·(ll/1 '(1 11 (ages 

./ Supplier ma' have minimal expe rlence III the maintenance of some of th e cOlllpan)'s 

mo re specia li zed eq uipment. 

./ There may al so be a prob lem with obtaining a maintenance supplier if all of the 

equipl11ent 10 be ma inta ined is of the large, fixed variety that can not be moved to 

supp liers off SilL centralized repair facility . 

./ I'he supplier may be unw ill ing to stock spare parts for the more specialized typcs of 

eq ui pl11 cnt. si nce they cannot be used for the suppli er' olher CU SlOmers . 

./ Final l). if Ih e supplier is operating on a fixed- fee basi s. there is an incentive to use thc 

cheapcst parts to repair the compan ies equipment. 

2.3.6 Outsourcing the Sale and Marketing Function 

Outsourci ng has been common for many years in the areas of public relations, adverti sing, 

and dislriblilion and outside sa les, and two of the newer areas thai are increasingly being 

outsourced are telemarket ing and direct mail (B ragg, 1998). 

Adva ntages and disadvantages 

According 10 Bragg ( 1998). Ihe follow ings are the list of advanlages and disadvantages of 

Olil soure ing Ihe sa le and Marketing funeli on : 

A d\,lIlltll;.:es 

./ A com pan)' can do away with fi xed cost having an in-house slaffby rep lac ing il \\ ilh Ihe 

var iab le cost of a suppl ier. 
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../ Large ~1c.h · LTtising agency can e~dl upon a large pool of creative tal ent to design till' 

compa ny's advertising campaign. which may result in a higher quality adveni ~illg 

product than would othe rl\ ise be the case if the function were left in house . 

./ A company can reduce some of its fixed costs by sh ifting its publi c relati on work to " 

suppli er. who only can charges for the ti me spent work ing on the company's behalf'. .-\ 

publi c relation age ncy can have beller medi a contact than most in house stafr. 

./ The most im po rtant advantage of telemarketing is that a supplier is far beller than most 

companies at selling up and managing ca ll centers . 

./ Also a company can avoid the capital cost of bui lding a ca ll center, thus releasing funds 

for other uses . 

./ In addition. a telemarket ing suppl ier has greater experience than most companies ill 

writing sc ripts used to sol icit sales . 

./ Un li ke inbound customer se rvice ca ll s, there is less need to give ca ll center employees 

access to a company's data base to answer company queries- a practical that present s 

com pUler security risk . 

./ The so li d advantage of outsourcing sales force is the company pays no base sala ry to all 

outside sal esperson - which the person-must subsist on nothing but commission . Th is 

means that the company cut its fi xed cost. 

./ Another advantage is that an outside sa lesperson is most useful in faraway reg ions or 

ones with low sa les vo lume that a company cannot afford to pay a full- time employee to 

occupy . 

./ A n olltside salesperson is most useful in other coulltr ies, where someone must speak til e 

local language and kno\\ the custom. 

- 34-



Di.\'{u/l '{/ II/age.," 

./ Commission paid 10 these people is usuall \' much hi gher than the amount paid to an in 

house starT. 

./ Iligher variable cost per ca ll o f the supplier. whose price are higher because is must pass 

through to the company it s profit margin and the capi tal cost of is ca ll centers . 

./ Another problem is that the company doesn't have direct control over the peop le making 

the ca ll s. so it is poss ible that customers will be turned offby these ca llers . 

./ The suppl ier lack of knowledge of th e company's industry and prod uct li ne, this may 

appear in any publicity release issued by the supplier . 

./ Higher cost ofadvcrlising supplier. whose fcc is normally substant ially higher than those 

of in house stafr. 

2.3.7 O utsou rcing the Administration Function 

There are number of serv ice areas within the adm inistration Ilmetion, and all of them can be 

outsourced to suppliers. These function s inc lude temporary clerica l help, record storage. 

copy in g. des ktop publi shin g. and sec urity. Most compares outsouree at least a few of these 

functions , and more appear to be doing so, based on the size and number of suppliers offering 

services in these areas (Bragg, 1998). 

According to Bragg (1998) the fo ll owing bu lleted points note the avai lab le services: 

• Clerical: these suppliers provide temporary labor on short noti ce and with a specific 

skill set that a company may not be able to li nd illlernal ly. 

• Record storage: theses suppliers slOre rccords in low-cost, off- site locat ions, retrieve 

se lected record s; and destroy and dispose of records-as requested by the company. 
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• Copyill/-:: thl'~c suppliers call copy docu ments in a variety or siL.es and colors. and ca n 

do so in any quantity and takeover a company's in house copying facilities with its own 

equipment and stafT. 

• Desktop pIIMis"i,,!:: these supp liers arc pr imaril y loca l shops that can provide enhanced 

graph ics \\ork on doc uments, such as those used for presentations or company- specific 

booklets Or sales too ls. 

• Secllril),: these sup pliers guard company faci lities around - the clock or only during 

specific pcriods when the work force is absent, prov iding patrol an d check - in se rvices 

Adva nt ages and Dis;:ldva nta gcs 

According to Bragg ( 1998), the followings are the li st of advantages and disadvantages of 

out sou rcing the Admi ni strat ion funct ion: 

Adl'lIlltage.'" 

./ One advantage of using a c leri ca l se rvi ces prov ider is that it reduces a compan)'s fixed 

costs. I f the se rvice were kept in - house. a company wou ld incur the continuing ex pense 

of maintaining a pool of clerica l help that may not be full y utilized at all times . 

./ Another adva ntage of using a clerica l supp lier is that a company can avoid the continuing 

hassle of recruiting and in terviewing temporary workers, as well as of handling the 

payroll and be nefits paperwork assoc iated with the add itional staff . 

./ A Final advantage of using a clerica l supplier is that the company does not have to 

terminate clerica l staff that is not performing to expectat ions. This is a task that many 

managers dread. Instead, the company can contact the supplier and request that a clerical 

person not be se nt back to the com pany the next day, which shihs the termination task to 

the supplier. 
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./ There (lrc several c:\cc tt c!l l reasons for using a record storage suppl il.! r. One is th at <l 

compa ny c(ln cl iminate a large amount of storage space. This is a particularl y valid rea son 

if a company is using prime office space . 

./ A record storage supplicr may base its reputat ion in the rapid retrieval of documents. so it 

must do a good job of record orga nizati on offsett ing the adva ntage of us ing a record 

storage suppli er are the cost of thc serv ice and th e retrieval ti me .though a supp lier ma) 

do a better job of orga nizing it s records than a company, it st ill must transport them back 

to the company once a doc umcnt has been requested, and that transportation time is onc 

that a company does not havc to worry about if it stores its own documents on-site . 

./ A company"s out sourcing costs arc much lower if there is little retrieval from storage . 

./ One o f the many advantagcs of outsourcing the copying funct ion is that the supplier 

absorbs the cost of the equipment. 

./ If a com pany ta kes adva ntagc of a print--Dn de mand document- ma nagement system thai 

is linked to a di gital doc um cnt library (such as the one ma rketed by Xerox Busincss 

systems). the advantagc arc pa rti cularly apparent. Using a supplier fo r this service gives a 

company expert adv ice on se lling up the systcm, as we ll as on go ing maintenance of Ihe 

service by a know ledgeablc stafr. 

./ Outsourc ing the security func ti on presents several advantage .one is that accompany no 

longer has to dea l wi th th e hirin g, fi ring, and other personnel issues of a security force ­

the supplier takes care of all these administrati ve details . 

./ The best a lternat ive is to out source the funct ion to a supplier who has a hi gh enough level 

orski ll to rapidl y re spond to thc compa ny' s publ ishing requests. 

D i.wu/va II/ages 

./ The primary disadvantage of using _a prov ider of temporary c leri ca l help is that thi s 

serv ice is expensive 
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../ rhc rc HIT 1\\ 0 prob lems with outsourcing the copying function. One is th at the price i ~ 

highcr than whal a company wou ld incur if it kept the funct ion in- house. Thc other 

problem is turnaround time . 

./ Thc reliab ility of the security staff can sometimes be a problem, since they arc sometimcs 

guarding val uable asse ts, and there is no one to see th cm if th ey were to steal those asset s . 

./ Thc primary disadvantage of outsourc ing th c sccurit y funct ion is it s hi gher pr ice the 

supp li er charges. a signifi cant prem ium owr the amou nt paid to its security employces. 

II hich includes its bonding, train ing. and adm ini stration fees. The on ly casc in which a 

company can rcduce its security costs by ou tsourcing is if it s interna l security staff is vcry 

\l'e ll paid . 

./ There are two prob lems with us ing a desktop publishing supp lier .however .one is the 

price. which tends to be much higher than the hourl y cost of an in- house employee who 

does the same wo rk .the other problcm is that, because the supplier is usua ll y located ofr-

site, it takes longer to rev iew and revi se documents than if the person doing the work 

we re located in the same building as the reviewe r. 
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Chapter Three 
III. Data Presentation, Analysis and Interpretations 

This eh"pler presenls analyze and inlerprct the data obta ined frolll Ihe primary source. The 

primary dala was obtained form the questionnaire which is designed 10 eo ll ee l the necessary 

dara 10 answer Ihe research questions. The questionnaire was administered for IIVenty nine 

organizalions. grouped in to six categorie s, situated in Addis Ababa. Elhiopia. 

Thi s ehoplcr is orga ni zed in Ihe same way the measurement queslions in the questionnaire are 

organized. /\cco rdingly. Ihe chapter will have lou r sections. The firs! sec ti on deals wit h the 

cur rcnl pracl icc of oUl sourc ing in Et hi opia:( The seco nd seel ion idenlifies those bus iness 

i'unctions Ihat II ill be willing ly out soureed by Eth iop ian organ izations. The justifications for 

oLilsourcing a speci fi c business funct ion is presented in the fourth section. The last secti on 

deals wilh the justifications fo r not outsourc ing a spec ific bus incss function. 

3.1 C urrent Outsourcing Practice in Ethiopia 
Thi s seclion is divided in to two sub sections: the first sub section assess Ihe awareness of top 

managers of Ethiopian organizations about the concept of outsourcing. The second sub 

section idenlifies those business funct ions cu rrently outsourced by Elhiopian Organizat ions. 

3.1.1 Awareness level of top ma nagers in Ethiopia 

To assess the awareness leve l of top mangers about the concept of outsourcing respondents 

arc asked to show thei r leve l rang ing from very hi gh to never heard of it. 

According 10 Table I. none of the respondents have lower than mediLim level of awareness 

and 79% of Ihe respondents have more than med ium level of awarencss about th e concept of 

oLil soure ing. ThLis. the resLilt shows th at respondents have reasonable level of awareness aboLit 

the concept of' oUlsourcing. 
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-- -~------ - - - -----
Level of Awa reness Freq ue ncy % 

-- - --- - --------- - 0 ___ -

Very High 0 31% 

High :" 4E ?-f. 

Medium 6 21 % 

Low 0 0% 

Very low 0 0% 

Never hea rd of it 0 0% 

Total 29 100% 

3.1.2 Business function s current ly outsourced by Ethiopian organiza tion s 

To assess the current outso urcing ~rac t i ce of Ethiop ian organ izations, respondents are asked 

to answer whether they have ever 0u tsoll rced any business fu ncti on or not. As the res ult. 72% 

of th e respondents replied " Yes' and the remaining 28% rep li ed "No", the result is 

summari zed in Figure I. Moreover. respondents are asked to select the business fun ct ions thai 

their organi zation eve r outsourced. To ass ists their effo rt the measurement questi on IS 

presented in the form of checkli st with eight business functions and addit ional space IS 

provided to let them reveal those business functions that they have outsoll rced but not 

included in the check list. 
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w Outsourced one or more Function ;.' Never Outsourced Before 

Frequency Percentage 

OUI'-llllITCd (J il l' or IlHU'C Function 21 

!\c"rr Ou tso urced Before 

"101:11 

._-------_._---------------

-------- ------ _ ... __ ._-------
.'" BlI~i n .. ·.' s fun ct ions \11 411 Or:!lt fl iz • .u ion O UIMIIII' (,(,<! Pe rcl' n l .. lj..!l' 

( otl l of 29 organ i:t.al io n) 

;'"bi ntt." llann.: & Janitori al savil't;: 12 

2 <) 

3 InrOr1l18tioiliechnoiogy 9 

Pr()ClIrt! Ill I.!t1 1 & ~urpl ic s managenlellt 

Accounting service o O~O 

6 '-IUma!l R('SOll rCc 

7 Administration function o 0% 

SaILs and Mar!.;l'l ing. 3% 

------ ----_._--- --------

Acco rd ing to Table 2 the most Outso urccd busincss func ti o n is mai ntc nance and jan ito rial 

sc rvicc whic h is o utsourced by 40% of the respondents' o rgan izati ons. Next to ma intenan cc 

and jan itoria l se rv icc, sec uri ty service and informatio n techno logy take the seco nd position. 

To th is end bot h sec urity serv ice and info rmati on tec hno logy are o utsourced by 30% of the 



rc ' pondcnts' organi zations. The resu lt. on the othc r han d. indicatcs none of th e respondcnt s' 

org(lIl izati olls have ever olll soLlrccd account ing service and admin istration funct ion. 

In addit ion to the above busin ess function somc rcspondcnts have mentioned that they ha vc 

ou!Sourccd business func ti ons slich as community training. agri cu ltura l mechan ization and 

pu hli c toi lct admini stration. 

Thus. a simp le glance at Table 2 confi rms that the outsourcin g pract ice in Ethiopian is hi gh ly 

domi nated by non-core business functi ons such as maintenance and janitorial servicc, and 

security service. 

To provide further explanation, the organizations are grouped in to six categori es and thc 

bus incss functions that have been outsourced in each category are identified, the resul t IS 

prcscnted in Table 3. Accordingly, all NGOs and PLCs have outsourcing experience in one or 

more business fun cti ons. Next to NGOs and PLCs, banks and insurance companies assume 

the second pos it io n. 80% of banks and insurances compani es have outso urcing cxper ience in 

one or more bu siness func ti on s. However. th e outsou rcing exper ience in govern ment 

orga nizati ons. both fo r profi t and for non profit. is low relati ve to the other fo ur categories. 

'j "L:e 3 Curre nt and past outsourcing pract ice of Ethio pian o rg an iz~tion by Catego ry 

~- ~-----------::C--;---:-::::--:-C'---::::----:--------­

!\umhcr of Orglilliz 'ltio li s Olll ~ ourC('d one or more 

Banks 

Ente rprises 

GO Non Profit 

Ins ura nce 

NGO 

Ple (out of fou r) 

bu s in ess fUII('tion is ( out of five ) 

4 

1 

3 

4 

5 

4 

2 1 
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I ~ inall). tn c\ {\ ]ualc the satisfacti on (, I' the organizat ions rcgClrding th e nutsourccd scnicc. 

respondent s arc asked to selec t th eir leve l of sat isfacti on from an opt ion box that contains 

s ali sf~lc ti OJl levels nmging from very sati sfi ed to very un sat isfied . The result is slI mmarized in 

Table ~. 

T;1bl t-' ·2 I I'\ " ! {1~ ') .! ~Y:- fa c ti o n re ga rd ing the outso urc e d servic es 

level of sati sfaction 

Very Satisfied 

Satisfied 

Ind ifferent 

Unsatisfied 

Very Unsatisfied 

Total 

- ----_._-----,- --c---c- ... _- ---
Number of Organ ization 

3 

12 

3 

2 

1 

21 

Percentage 

14% 

57 % 

14% 

10% 

5% 

100% 

As Table 4 indicates, there is a high variation In the sati sfacti on leve l of organizations 

regarding the out sourced se rvices . This might be due to the va riation in the qual it y of se rvice 

provided by different out sourcing service prov iders . 

3.2 Busines s functions that Ethiopian organi:i:ations are willing to outsouree 
In th is section respond ents are inquired to se lect the business funct ions that- their 

organizations are willing to outsource if there are reliable outsourcing se rvi ce providers in the 

country. To thi s end, a check list of eight business functions is prese nted to respondents to 

se lect from. Consequently, the top three business function s that Ethiopian organizations are 

willing to out sourcc in ascending order are: Security service, Ma intenance & Janitorial 

servlcc. and Inf, ' rmation technology. This finding can easily be observcd from Table 5 that 

93% of the organizat ions arc willing to outsource security se rvice, 83% ofthcm are willing to 

ou tsource maintenance and janitorial se rvice and 76% of them are will ing to outsource 

inform ati on tech nology. Also the result shows respondents are not willing t o outsourcc 

administ rat ion fu nct ions and only one organi zation , out of the twenty nine, is willing to 
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ollt s()urcc accoullt ing Se n icc. Thu s. thi s result confirms re spondents arc not read y 10 

outsource core busin ess functi ons slIch as accoullting service and admin istration function. 'J he 

percentage of organizations that are wi lling to olltsollrce a spec ific business fUllcti on is 

summari zed in Table 5. 

T3bl12 I,j Busjne~s fUllcrions th c:l t Ethiopi rm orga nizations are willing to outsource 

\binlCI1 :l !l ("(' &. ,J;ini lor inl ~(' r\'i n' 

luformlltiOIl t('(' linoill ::'.,' 

PnH ' Ul'l'f\1(,llt 8: 

111 an:l!!l' ml' ll I 

Accoullting s (' n , j('C 

Ilumall l{cso urn' 

Admi nis tnltion fun (:tioll 

Sa le.'" a ll c! \ I ilrkl'lin g 

,u mher of nr).!:lIl iZ;llioIl S \\ illi ng 10 (JU(sO Il f"l'(' 

(0 111 OflWtlll y !linl' ol'ga niz<tl io l1 ) 

'" - , 

II 

2 

() 

~,~ " 
<'.J " 

,~X" , 

1
_" 

" 

'" .> " 

7" " 

Further attempt is made to categori ze the above result In to eight categori es to assess t h ~ 

readiness of each category to out sourcc the business functions. Accord ing to th e res ult 

su mmar ized in Tab le 6. al l banks. insurance compa ni es and NGOs are willi ng to outsourcc 

security se rvice and ma in tenance and janitorial service. In add ition all insurance companies 

are will ing to outsource their informat ion technology function to outside servi ce providers. 

On the other hand, the over all wi ll ingness of government organization, both for pro fi t and for 

non profi t, is low re lat ive to the othe r four categories. This result is para ll el wi th resul t found 

in the fi rst s~c tion in \\ hich th ~ out sourc ing experience of government organi zation. both 1<' ,. 

profit and lor non profit. is low relative to the other fOllr catego ri es . 
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Insurance NGOs PLCs 

In ' = 5) In = 5) In = 5) In = 5) In = 5) In = 4) 

I (JOU 0 60'} .. ll l()% S{)''.I" 

Janito r ial :-; l' n ic\,.' 

! i 1I )" n 1 (I( ) ' ~ 0) ~ II"" 
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XO"" 

O~" () "'U 

111 1,] 1.:1; [{ ,-' I lllll .. : IJ" " 11"'1 II"" '1" ,. :'11" " I' ,. 

0% \}"n Il" " 

(IU" 'I" " 

3.3 Reason s for Outsourcing 

Accord ing 10 Maynard Ihere are a number or reasons that drive companies 10 OulSOllrcc somc 

or many orthe wo rk acti vi ti es. The li st of reasons inc lude: 

• Lower costs (or lower total costs). Somet imes achieved through lower wages costs, 

but al so through economies of scale by providing the same service to multiple 

compan Ie s. 

• Im prove service. Often, better educated or sk illed people perform the task, and thus 

perform it bene r. 

Oblain expe rt skill s. An out sou rce finn is a ll eged ly an expert in that particu lar activit y. 

and thus shou ld be ab le to do it bener than the customer. 

----_ .. _---
I Where n rc prl' scllt the nurnbcr o r respondents in each category 

~ Enterprises rcprc!>cnt public organizat ions wi lh profit mot ive. 
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• Improve proce sses. G i \'(~n th~lt OUlSOUrccrs ("Irc very experienced at a partic ular SL't nf 

processes. thC) can hclp the custOlllc r to improve thei r processes. 

• Improve «Je ll S on corc activ iti es. Outsourcing frees management from hav ing to \\ OIT) 

about the inner-workings of a non-core activity. The customer foc uses on their core 

competence, the out sourec r focuses on theirs. 

Thus. in thi s sec ti on those organ izat ions that are willing to outsouree any of the business 

functi ons are asked to rate the imporlance of 10 reasons for outsourcing (they coul d also 

nominate and rate othcr reasons). Respondcnt s are instructed to ind icate how important each 

reason is in making outsourc in g decision using the ratting sca le where "Very imJlortalll " is 

coded as I and "very unimport alll " is coded as S. In the subsequent subsect ions thc re sult s nf 

the reasons of outsourcing for each business fu ncti on are presented in separate tables for each 

business fu ncti on. T he tables describe the number of respondents for each reason (n). the 

mean of the ratting (Mean). standard dev iation of the ratt ing (SD) and the priority of th e 

reasons in making the dec ision (Rank). Thc mean of the total ratting of each reason is used to 

assess the importance of the reasons in outsou rcing decis ion. Th us, the ran k (the relati, 'c 

im portance) is given by comparing the mean of each reason where lower mean is given hi gher 

rank whereas higher mean is given lower rank. 

, I 

3.3.1 Reasons fo r Mai ntena nce and Janitorial Service Outsourcing 

A few pagcs back to Table 5 confirm that out of 29 respondents. 24 are willing to out sourcc 

maintenance and janitorial se rvice. These 24 respondents are asked to rate the importance of 

the reasons in making the outsourcing deci sions. 
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24 
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~·I 

.5 (\)111rol of budgt'l :'4 

7 

111 i Illernai 2·1 

Lnd; of internal expertise (To access skills th at we do 110t 24 

!J ;n c) 

9 Acqll ire inIlO\·ati\·c ideas (Access to !leW tt'chno logy) 2-1 

\ lean S I) Ibllk 
._------------

S" . . ' 1.0' , 

I ; 0.-15 

,58 0.72 2 

~.9~ Os.; 9 

2.83 0.76 8 

1 . ..j() I.Ot> 7 

3.21 I.2R 10 

1 .... t) -I 

1.23 5 

0.91 " 

The re su lt presented in Tab le 7 shows the most strongly expressed reasons for outsourcing of 

maintenance and janitorial serv ice are allowing more focus on core business. improvi ng 

se rvice level and cost sav ings which are ranked first, second and third respecti ve ly. However. 

accord ing to Tab le 7, lack of internal expertise, reducing ri sks and control of budget are less 

importa nt reasons 19 1' the outsourcing dec ision of maintenance and janitor ial s.erv iee. In some 

re spon ses the standard deviation is high (more than 1.5) indicating variation among 

respondents in evaluating the importance the reasons for the outsourcing dec ision. 

3.3.2 Reasons for Security service outsourcing 

'1 ab le g "1111111arizcs the imporlance of the reasons th at the t\\'entv nine respondents. \\'ho arc 

\\'illing to ll llt souree security se rvice, replied. 
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I :ddi J',:',,",I:' ~"r 'Ii 'j' !!~, ' IT\ I."~' l: lI h!lUll,' ill ~ 

H Justification for making t he decision n Mean SO Rank 

1 Co~t Savmgs 27 1.48 0.89 2 

2 1'.,11(\\', :110rr: tc,U!S on (ore busi n(-s) 27 1 22 0.51 

3 Improve servIce leve l 27 1.70 0.54 3 

4 ~clisk 27 211 0.9 3 <I 

5 Contlol of budget 27 2.89 0.85 9 

6 lower ongoing InvE)U'nent reqUIrement in internal 27 2.56 101 6 

infrastructure 

7 Lack of intern,,1 expertise ITo access skills that we do 27 3.44 1.12 10 

not ""ve) 

8 InC! c>ase fl exibIlI ty to rneet changing business conditions 27 2.44 085 '> 

9 Acquire innovative ideas (Access to new technology) 27 2.S1 LOS 7 

10 Turn fixed costs mto v(1riable costs(Free up resources 27 2.85 1.l 0 8 

and assets) _ ... _--- . -

In assessing the im portance of reasons for securi ty servi ce, respondents granted great lIeight 

to all oll ing more locus on core business. cost sav in gs and improving service lel'el II hich arc 

ranked I. 2 and 3 respectively. This res ult is parallel with the re sult found in reasons lor 

outsourcing of maintenance and janitoria l serv ice. However, for security service cost sav in gs 

takes the second position w hereas for ma intenance and janitorial se rvi ce improv ing se rvice 

leve l takes the second pos ition. 

Lack of interna l expertise, control of budget, turning fixed costs into variab le costs, acquir ing 

innovative ideas and lowering ongo ing investment requ irement in interna l infrastructure, 

wh ich arc ranked 10. 9. 8, 7 and 6 respective ly, are less important for the outsourcing 

decision. Ilo\\cv(r. reducing risk which is rated less important for maintenance and janitorial 

scrv icc rated important lor security serv ice. 
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3,3.3 Reasons for Information Techno logy outsourcing 

It is casy 10 recall that 76% of re spondents arc willing to outsource inform ati on technology. 

Conscquel11 ly. the importance of the reasons prov ided by the respondents is presented in 

Table 9. The importance of the rcasons provided in this subsceti on is some how differel11 from 

the importance of the reasons prov ided in the previous two subsec tions. For example. 

acquiring in novati ve ideas is rated very important fo r information technology outsourc ing 

whereas acquiring innovat ive ideas is rated less important for maintenance and janitorial 

serVice, and security service. The most expressed reasons for information tec hnology 

outsourcing arc improv ing serv ice level. acqlliring innovative ideas and al low ing morc focus 

on core busincss. increase nexibili ty to meet changing business cond itions, lack of in ternal 

expertise and cost sav ings which are ranked I. 2, 3, 4, 5 and 6 respectively. With the 

except ion of reducing ri sk, whi ch is rated less important, all the other nine reasons are rated 

either important or very important for informat ion technology outsourcing. Moreovcr. 

var iations of respondents in rating thc importance of the reasons for informat ion techno log) 

outsourcing is less compared to the va ri ati on observcd the previous two subsect ions. 

# .in, 'ificat ion for ",al.ing th e <i rc isi"" 
~---.-----:-:----::-c--cc--:-

n Mean S I) Rank 

Cost Savings 

2 :\llt)\\ Illorl..' r(\\,.'l1s t)1l COI\: busitll..' s<' 

J Improve servi ce level 

~ Rl.:'uucl..' ri sk 

5 COlltrol of budget 

6 I (\\\~r () Ilgo i tl~ inVe::;l tnC'1l1 r('qllirellll..~ !ll ill i!llern;)1 

inli;l'-l! lh.: lt! r~ 

7 Lac~ {.f inl enlal e>..pertise { I"o aCI.:ess skills that \\'C clo 
110t h,l\'Cj 

S Inut:il" t: !ll..'\ ihilit: \\' meet changing hu<..illt',:-. cl)!ldi ti oIlS 

9 Acqllirc innLnati\'c icleils (l-\ c(.'l!ss to Ilt:W iL'chuology) 

I II "I urn li'I;.'d (.""\:-. illw \ :1ri;lhk cn5>bl 1 r .... c lip n,:"Olln;I;.~S 

;llld ,""'~h) 
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3.3A Reasons for Procurement and Supplies I\1anagemcnt Outsourcing 

Tablc 10 summarizcs thc importance of the reasons for procurement and supplies 

managemcnt outsourcing. Accordingly. the most important rcasons for procurement and 

:-;uppl ies Ill(lnagcmenl outsollrcing, in ascending order. arc (ll lowing more foclis on core 

bllsiness. cost savings and improving service level. This resul t is comparable with the result 

obtained in reasons for security outsourc ing. Lowering ongoing investment requirement in 

inte rnal infrastructure is rated less important for procurement and su pplies management 

Ol!lsou rc ing. 

I t' I !l !~l';l"'; !h (or I'rol·ult'Illt.'ol and ~lJPpli l'''' \I:!ILl!?lI11t"Il! (J \l I"'HtJn"ltl~ 

- .. -~~ . . .. ---- --_.- - ~-
r. Justification for maldng the decision n Mean SO Rank 

. - .~-.-------------- - --.--~--

1 Cost Savings 12 1.67 0.49 2 

2 :'.110\\1 :110((' focus on core business 12 1.08 0.29 1 

3 Improve service leve l 12 1.75 0.62 3 

4 Reduce risk 12 2.17 1.11 6 

5 Control of budget 12 2.33 0.98 7 

6 lower ongoing investment requirement in internal 12 283 1.11 10 

Infr;:J'-.TrlJ[ture 

7 lack of internal expertise (To access skills that we do 12 2.42 0.79 9 

not have) 

8 InueJse flexihdity to meet changing bUSiness ] 2 2.00 0.74 4 

conditions 

9 Acquire innovat ive ideas (Access to new technology) 12 2.00 0 .74 4 

10 Turn fixed costs into variab le costs(F ree up resources 12 2.33 0.89 7 

and assets) 

3.3.~ Reasons for Human Resou rce Outsourcing 

II" you recall back to sccti on two, business fu nctions that Ethiopian organizations arc willing 

to outsource, on ly one orga ni zati on, out of twenty nine, is willing to outsource human 

resou rce function. Conseq uentl y the importance of lhe reasons of human resource outsourcing 

is obtained from one respondent. The respondent rated acq uiring innovative ideas and 
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tl llo\\ ing more foclis on corc busincss as \ l'I)' import ant reasons for iluman resource 

out sourci ng. \Vhile cost saving is rated as less important, all the rem aining se\'en reasons <.Irc 

rated as important for humau resource outsourcin g. The result is summari zed in Tab[e [ [. 

Ta hk II 1{ l' ;I~(JlI.' for I 11I1I 1:! 11 l<.l'''HIITl' O utso ur ci ng 
----_. 

ff Justification for ma kin g the deci sion 11 Rati ng 

- -------------
1 Cost Sa vings 1 3 

2 Allow rnore focus on (ore business 1 

3 Improve serv!ce level 2 

4 Rt'dUCf ri~k 2 

5 Control of budget 1 2 

6 Lower ongoing Investmcnt requ irement in interna l infrastructure 2 

7 Lack of internal expertise ITo access sk ills that we do not have) 1 2 

8 Increase fle xibility to mE'et changing business conditions 1 2 

9 Acquire inno vat ive ideas (Access to new t echn ol ogy) 1 1 

10 Turn fixed costs into variable costs( Free up resou rces and asset s) 2 
... ----- --~-.--

3.3.6 Reasons for sales and marketing outsourcing 

According to Ta b[e 5 out of 29 respondent 5 are wi ll ing to outsource their sa les and ma rk et ing 

function to outside service providers and the importance of the reasons fo r outsourcing the 

function is presented in Tab[e [2. [n thi s subsect ion 100% of the respondents rate improving 

serv ice [evc [ as very important reason for the ir decision to outsource sa les and marketing 

funct ion. Ncx t to improv ing se rvi ce level threc reasons are ran ked second with rati ng of ve ry 

importa nt. thesc rcasons are all owing more focus on core business, incrcasc ncxibi[it,· to mcet 

cha nging business condit ions and acquirc innovat ive ideas. A[so in thi s subsection the 

var iations of respondent is re [ati vc [y [0 11', for example improving serv ice [eve r is ra tcd one 

(very important) wi th the standard dev iati on of zero. The other important find ing in thi s 
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section is (lcquiring innovative id eas is rated \'cry importa nt rea son for salcs and marketing 

outsourcing just like it is ve ry important deci sions for inlormat ion technology and hu man 

resource out sourc ing. Redu ci ng ri sk. lowering ongoing investm ent requ ircment in internal 

inri·astructure and tu rning fi ~cd costs into variab le costs are rated le ss important reasons fo r 

sa les and marketing outsourcin g. 

I ah k 12 Hl';I' .. lrlS for ~all'~ alld \1arkdiu;!, ()ufsollrl'illg 

# Justi fication for making the deci sion n Mean SD Rank 

1 Cost Savi ngs 5 1.60 0.55 6 

2 Allow more focus on core bUSH1CSS 5 120 0.45 2 

/,"3 Improve service level 5 l.00 0 .00 <"" 

4 Reduce risk 5 2.60 0.55 8 

5 Control of budget 5 l.80 0.45 7 

6 lower ongoing investment requi rement in interna l 5 2.60 0.55 8 

infrastructure 

7 Lack of Internal experti se (To access skills that we do 5 1.40 0.55 5 

not have) 

8 Increase flexi bility to meet changing buslnes~ 5 120 0.45 2 , 

cond itions 

9 Acquire innovative ideas (Access to new tech nology) 5 1.20 0.45 2 

10 Turn fixed costs into variable costs(Free up resources 5 2.80 0.84 10 

and asset s) 

3.3.7 Reasons for Outsourci ng in General 

In providing the importance of reasons for outsourc ing in ge neral, the average of the mean 

val ues or each reasons obta in ed in the previous s i ~ sub sections are considered. Accordingly. 

the resu lt is summarized in Table 13. Conseque lltl~ the most strongly expressed reasons for 
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olltsnun.:i ng in ascending ord er arc allowing morc focus 011 co rc busincss. illlpro\ illg se r\,In: 

level. 3cquiring innovative ideas and cost savi ngs. 

., hk ' ' , .' Hl';I"oll, fiJI' ()uhll llr l"ill~ in (;,,:Ili..'LII 

Justificat ion for m aki ng the 

# decision l ' 2 3 4 6 8 Average Rank 

1 Cost Savings 1.83 1.48 1.45 1.67 3 1.60 1.84 4 

2 Allow nlore focus on core business 1.13 1.22 1.23 1.08 1.20 1.14 

3 Improve service level 1 58 1.70 1.09 ]75 2 1.00 1.52 2 

4 lIedure risk 2.92 2.11 2.().') /.17 2 2.60 2.41 9 

5 Control of budget 2.83 2.89 2.41 2.33 2 1.80 2.38 7 

6 lower or~UJinf', invest ment 2 46 256 2.36 283 2 2 60 2.47 10 

I L'quirC"~lCnt in Internal infrastructlire 

7 lack of internal expertise (To access 3.21 3.44 1.32 2.42 2 1.40 2.30 6 

skills that we do not have) 

8 Inrrease flexibility to meet changing 225 244 1.27 2.00 2 1.20 1.86 5 

blit,ln e<,~ condit ions 

9 Acqui re innovative ideas (Access to 2.29 2.8 1 1.14 2.00 1 1 .20 1.74 3 

new technology) 

10 Turn fixed costs into variable 2.29 2.85 200 2.33 2 2.80 2.38 8 

costs( Free up resources and assets) 
-----_.-

3.4 Reasons for Not Outsourcing 
Accord ing to Bragg ( I 998)the most common disadvantge of outsourcing of most functiona l 

areas are the cost. response time and confidentiality. 

! rl'pn.:SL'nts ml'an ratling or Maintenance and Janitorial Sen icc. 2 n:prl'sellts Inl'an railing of Sccurit~ Sen icl.' . 

.1 n: rn..' ~c nts ml'un ratl ing of Information Tt'chnology. 4 represents the mean ratting o f Procurement and Supplics 

i\\anagcmcllL 6 represents the mean rating of I-iuman Resource and 8 represents the mean ratting of Sales and 

tvl:Irkt:ling function. 
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Thus. in this SL'ctiIJIl those organi/atiolls tha t are not willing to QutSOLl fCC OIlC or Illore or the 

business fun cti ons are asked (0 rate the im portance of 9reasons fo r not out sou rci ng (the) 

could also nominate ond rate other reasons). Responde nts are instructed to indicate ho\\ 

importan t each reason is in mak ing outsourc ing dec ision using th e ratt ing sca le \\"here "Vcry 

importan(' is coded as I and "very uni mportanr' is coded as 5. In the subsequent subsections 

the results of the reasons for nOl outsourcing of each business fu nction arc presented in 

separate tables for each bus iness fu nction. The tables describe the number of responden ts for 

each reason (n). th e mean o f the ratting (Mean), standard deviation of the ratting (SI)) and the 

pri ority of the reasons in mal<ing the dec ision (Rank). The mean of the tOl al ratting of each 

reason is used to assess the importance of the reasons for not outsourcing decision. Thus, the 

rank (the relative importance) is given by comparing the mean of each reason whe re lower 

mean is given higher rank whereas hi gher mean is given lower rank . 

3.4 .1 Reaso ns fo r Not O utso u rC ing Maintenance & Janitor ia l Sen'icc 

In Table 5. J 7% of the respondents are not willi ng to outsource ma intenance and jan itorial 

service. To this end they are enq uired to rate the importance of the reasons for not outsourc in g 

the business fu nctions. As the resul t in Table 14 shows, slow response time and hav ing no 

signi fi cant cost sav ings are rated as very important for not outsourcing the maintenance and 

janitorial serv ice. On the other hand respondents rated loss of di sti nct competences and lack 

of company knowledge as un important reasons fo r their decision. Likewise, respondents 

conside red poss ible loss of confident ial ity as less important for the ir deci sion . The result is 

summari zed in Table J 4. 
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, :ddl' 14 !~\. ' :"lIll' IU! '\id ()llhUllr\'II I~ \l:Iillk [l;tJH...'t'...\: .f anilorial \IT\ icc 

----- - -----

" Just ificat ion for m aking the decisi on n Mean SD Rank 
- --~--- -- ----

1 No significant cost savings 5 140 0 _55 2 

2 Poss ible lo~s of conf ld E'ntlillity 5 3.00 0 .71 7 

3 Loss of distinc t competences 5 3.80 0. 45 9 

4 Los t' of control (Acti vity requires high le l,' .... 1 of con trol) 5 2.80 0. 45 6 

5 Quality problems (Internal service pi oviders provide 5 2 .60 0.89 5 

better quality) 

6 lack of company knowledge 5 340 0_55 8 

7 No loyalty to company 5 2.00 0.00 3 

8 Slow response time (sl ow turnaro lJlIG t ime) 5 1.20 045 

9 Organization policy/t radi t ion 5 2.20 1.10 4 

3.4.2 Reasons for Not Outsourcing Security Service 

Only two respondents are enqu ired to com plete this sub section as they are the onl y 

responde nts. accord ing to Table 5. who are not will ing to outsource security service_ The most 

important reasons for not outsourc ing sccLirity fu nction are poss ible loss of confidentiality and 

having no sign ificant cost savin gs . Both reasons are rated I (very important) with standard 

deviat ion zero. The other ve ry important reasons next to the prev ious two reasons are having 

no loya lty to company and loss of control in wh ich both of them are rated 1_ 5 with the 

standard deviation of 0.71. Comparing this result with the result in Table 14, two interest ing 

points can be observed . First, slow response time is rated very important for not outsourcing 

maintenance and janitori al serv ice while slow response time is rated less important for not 

outsourc ing sccLirity serv icc . Sccond_ pos, iblc loss of confidentia lity is very importan t reason 

for not ollt sourcing security services: however, this reason is less import ant for not 

out sourc ing maintenance and j an itori al se rvicc. Lack of company knowledge, slow response 

time and loss of di stinct competences arc rated as less important reasons for not outsourcing 

sec urity se rvice. 
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1;\ Idv I ~ 1';l';1"()11~ fIJI' \ · IJi ()u hollrri ng ~lTilrit: . ....;',:n ict' 

-----
H Justlfir,ltion for making the decision n Mean SD Rank 

- ~- -- ~ -. 

1 No significant cost savings 2 l.00 0.00 1 

2 Po~sible loss of confidential ity 2 1.00 0 .00 

3 loss of distinct competences 2 2.50 0.71 7 

4 Lose of contro l (Activity requires high level of contro!) 2 150 0.71 3 

5 Quality problems (Internal service providers provide 2 2.00 0.00 5 

better quality) 

6 Lack of compan y kn owledge 2 3.00 0 .00 9 

7 No loyalty to company 2 l.50 0.71 3 

8 "1 10\\1 response time (slow turnaround time ) 2 2.50 0.71 7 

9 Organization policy/tradition 2 2.00 1.41 5 
-, ~-~.-. 

3.4.3 Reasons for Not Outsourcing Information Technology 

Scven respondents completed th is subsect ion. Accordingly. all of them rated poss ible loss of 

confiden tiali'ty as the ve ry important reason for not outsourcing infortllation technology. Loss 

o f control and loss of distinct competence ranked second and third respectively. Quality 

problems and having no significant cost savings are less important reasons for not 

outsourci ng information technology. Thus, the issues of control and confidentiality are the 

l11ajor reasons that hamper the possib le popularity of informat ion technology ou tsourc ing In 

ICthiopia. The result is summari zed in Table 16. 
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! ' .: "",. i ,. -'" 1 ,i ( ) II ("1, It :". I!' '..' 11:. ' 1 III :11 i, l I t 1 \" \ -Ii! )' ,I (i :.!.\ 

J. ;:,tlli r. i' ll on i or ma ki ng the deCI~IO tl 

1 No ') ,g llif l l ?ont cost savings 

2 PO,;»)l hlf-' loss of co nfidentiality 

3 Loss of distinct competences 

4 lo~t.:' 01 control {Act ivi ty requires high level of control ) 

5 Quality problerns (Internal service providers provi de 

better quality) 

6 lack o f company knowledge 

7 1\10 loya1tv to company 

8 ) 10\',' n -.:.pnn :- f t ime (s low turnaround tim e ) 

9 OrE(1ni 2:~t!on policy/ tradition 

n 

7 

7 

7 

7 

7 

7 

7 

7 

7 

Mean SD 

2.57 0.53 

1 00 0.00 

1.57 0.79 

1.29 0.49 

3. 14 1.21 

2.29 0.76 

1.57 0.79 

J .86 O. 3S 

2.43 1.13 

Rank 

8 

1 

3 

2 

9 

6 

3 

5 

7 

3.4.4 Reaso ns for Not Outsourcing Procu rement & Supplies Management 

Table 17 summarizes the importance of the reasons for not outsourcing procurement and 

supplies management. As a result, lose of control, quality problems and having no loya lty to 

com pan) . \\ hich arc ranked 1, 2 and 3 respect ive ly, are rated as very imponant reasons for not 

outsourcing procurcmcnt and suppl ies management. On the contrary. poss ible loss of 

confidentiality is cons idered as unimportant reason for the ir decision. Similarly, loss of 

distinct compctence is considered as less important for their decision of not outsourcing 

procurement and suppl ies management function. Comparing Table 17 with Table 15 and 

Ta ble 16 conveys add itional important point that worth mentioning. To thi s end, poss ible loss 

o f con fidential it ), ranked as the first important reason for not ou tsourcing both inform at ion 

tl'chllOlogy and secur ity serv ice; whereas poss ible loss of confidentiality is considered 35 

unimportant reasOIl. ranked last. for not outsourci ng procurement and supp lies management 

function . 
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i :1111;: . j~\·.t ... !! :t, !!:' \,Il ()UJ'ltl ! '·ltI!.: ! 1 1"1 ;" II I VII It· !I 1 S. ~\lpp!!l"": .\l:llla~l· l lll·:: 1 

/I Jl J~idl rC!tion for 1TI.:k,ng the dCl bloll n Mean SD RZlI1k 

1 No significant cost s('Iv ings 17 1.94 0.75 4 

2 PO':>::Olblc loss of (onfiden tialitv 17 3.53 1.01 9 

3 Loss of distinct compete nces 17 3.35 1.06 8 

4 Lose of cont rol (Activitv requires high level of control) 17 1.24 0.56 1 

5 Quality problems (Internal service providers provide 17 1.29 0.47 2 

better quality) 

6 Lock of company knowledge 17 2.00 0.71 5 

7 No loyalty to company 17 135 0.70 3 

8 Slow response tim e (slavv turn? raund time) 17 2.06 0.75 6 

9 Organization policy/tradition 17 2.76 1.20 7 

3.4.5 Reasons for Not Outsourcing Accountin g Service 

A simple look at Table 2 confirills that none of the respondents are will ing to outsourcc 

accounting se rvice. Thus. 29 respondents are enqu ired to complete thi s sub section. 

Accordi ng ly, the impol1ance of th e reasons for not outsourcing accou nting service IS 

summarized in Tab le 18. Loss of control, possible loss of confidentiality, having no loyalty to 

company and loss of di stinct cOlllpetences, whi ch are ranked I , 2, 3' and 4 respecti vely, are 

rated as very important reasons for not outsourcing accounting service. Thus, fear of poss ible 

loss of confident iality and fear of loss of control are the major challenges that accounting 

Eth iopia service providers face . On the other hand respondents considered qua lity problem as 

less important reason for not outsourcing account ing se rvice. Conversely, qual ity problem IS 

very importan t rcason fo r not oll tsourcing procurement and supplies management. 

- 58-



il , :.'-l Hl';I'II[ J" (1'1' "\ 111 ()lll'tlu rcill~ \l CIIIII1I i n~', ~l'n in' 

- -~-----.- - -------- ----- -----
N .\l1,> : ilIClI tion for making the decision n Mean SD Ran h 

fJo ~ignl ficant CO$t savings 29 2.41 1.24 6 

? f't,,-~d)!l.' los~ of confidentIality 29 Ll7 0.3 8 2 

3 Lo~s of dIstinct competences 29 2.24 1.48 4 

4 LO~j of control (Activi t y requires high level of control) 29 LlO 0.4 1 1 

5 Quality problems (Internal service providers provide 29 2.76 L09 9 

better quality) 

6 li1ck of company knowledge 29 2.34 0.90 5 

7 No loy"lty to company 29 2.17 1.28 3 

8 ~kl\'.' rl'~pon~(' time (slow turnMound t ime) 29 2.41 1.12 6 

9 Organization policy/tradition 29 2.45 1.21 8 
--- -

3.4.6 Reasons for Not Outsourcing Human Resource 

Wilh Ihe exceplion of one respondent the other 28 are not willing to outsource human 

resource. According to Table 19, the most impo rtant reasons fa r not o utsourcing human 

rcsuurce. in asce nding order, are Loss of cont rol, having no loya lly 10 company and possible 

loss of confidentia lity. Quality problem and s low response time arc considered as less 

important reasons for not outsourcing human resou rce. 

f :"d" I 'I Rra~lIl1s for \'ot Our ,,(lu n : ing I illm a n Rl'~11 u n:<.' 

# Justification for making the decision n M ean SD Rank 

1 No significant cost savings 28 2. 18 1.12 6 

2 Possi bl e loss of confidentiality 28 1.43 0_57 3 

3 loss of distinct competences 28 2.25 1.11 7 

4 lo~s of rontrol (Activity requires hIgh ievel of 28 125 0,44 1 

rontl oil 

5 Qualtty problems (Internal service providers 28 2.75 1.14 8 

provide bett er quality) 

6 lilCk of cornpiJny knowledge 28 1.89 0.9 2 5 

7 No loyalty to com pany 28 1.39 0 .83 2 

8 Slow response tIme (slow turnaround l ilne) 28 2.96 1.23 9 

9 Organization policy/trad ition 18 1.75 1.00 4 
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3.4.7 Reasons for Not Outsourcing Administration Function 

1\11 the c9 rC'Jl"ndcn ts completed thi s subsection as none of them. according to Tab le 5. are 

"villing to out source admini stration function. Accordingly. poss ible loss of confidcntialil;_ 

loss of COllin) ] and having no loyalty to compan y are the top three rea sons for Il o t olltsourcing 

adm inistrati on function. Moreover. as Table 20 shows a ll of the reasons have a mea n of less 

than three indicat in g all the nine reasons are some how important for the decision of not 

ou tsourcing adm ini strat ion fun cti on. 

Organiza ti on J1ol icylt radition takes higher importance for the decision of not outsourcing 

human resource and administration function than its importance in th e decision of not 

outsou rcing th e ot her business fu nctions. 

i',, " k "Ii !<l ':l " llil."" f1lr '01 Ollhfllln:i ng ·\d III i II istrat ioll F IIIH' li o ll 

~- - --- -----~- ~------ - -------
# Ju st ificati on f or making the decision n Mean SD Rank 
-~------ --_._--

1 No significant cost savings 29 2.07 0.75 6 

2 Poss iblp k.' , u: ron f:dcntiallty 29 1. 14 () <4 '1 1 

3 Loss of d lstin(1 compet ences 29 2.14 1.13 7 

4 lose of (orIml (Activi ty requires high level of contro l) 29 1.28 0.53 2 

5 Quality prob lems (I nternal service providers provide better 29 2.31 1.07 8 

quality) 

6 la ck of co mpany knowledge 29 1.97 0.94 5 

7 No toyalty to company 29 1.45 0.87 3 

8 Slow response t ime (slow turnaround time) 29 2.55 1.24 9 

9 Organizat ion policy/trad ition 29 1.62 0.98 4 
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3.4.8 Rc~sons for Not Outsourcing S.a lcs and Marketing 

Recalling back to Table 5. out of 29 respondents 24 are not will ing to out source sales and 

marketing. However. only 15 respondents completed thi s subsecti on. This is mainly due to the 

("Ct that. 4 respondents from NGOs and 5 respondents from gove rnmen tal organizations (for 

non profit) mark thi s sect ion as inapplicable. Accord ing to Table 21, the th ree very importan t 

reasons for not outsourc ing sales and marke ting function. in asce nding order, are possible 

losses of confidentiality, loss of distinct competenees and lose of contro\. Furthermore the 

imp0l1ance of al l nine reasons are rated less than three implying all the reasons are some how 

important ('o r the decision of not out sourci ng sales and marketing function. 

'1 :iI,l" 21 I-<l''' .... nll ..... fllr ."ot OUf'..!1tJICt!l !..' ~: des and \Iarkcling 

~~------~ 

# Justification for making the decision n Mean SD Rank 

1 No significant cost savings 15 2.60 140 9 

2 Possible loss of confidentlal itv 15 1.00 0.00 1 

3 Loss of distinct competences 15 1.13 0.35 2 

4 Lose of control (Activity require5 high leve. of control) 15 1.20 0.41 3 

5 Quality problems (Internal service providers provide 15 1.73 0.88 7 

better quality) 

6 Lack of company knowl edge 15 2.13 0.52 8 

7 No loyalty to company 15 1.33 0.62 5 

8 Slow response time (slow turnaround time) 15 1.53 0.52 6 

9 Organization policy/tradition 15 1.20 0.41 3 

3.4.9 Reasons for No t Outsourcing in General 

In this section enan is made to recapitulate the importance of reasons for not outsourcing in 

general. In doing so, the resul t obtained from Table 14 to Table 21 is added up togethe r and 

divided by e ight to determine the avcrage I'esu lt. Accordingly, the most strongly expressed 
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rL'aSOIl~ for not OlltsOurC ing III ascending order are lose of control. having no 10),"it), to 

cOlllpan\ Jnd possible loss of confiden tia lit y. The resul t is sUlllmarized in Table 22. 

Table 22 Reasons fo r Not Olltsollrcin~ in Gcncral 
-... - - - -- -"'- --_._-

u Re.l sons 1" 2 3 4 5 6 7 8 Ave. Ra nk 
--- -- -.-

1 No sien ifican t cost savings 1.40 1.00 2.57 1.94 2.41 2.18 2.07 2.60 2.02 4 

2 Possible: loss of 3.00 1.00 1.00 353 1.17 1.43 1 14 1.00 1.66 3 

( ; lIdid (> rlt.ail ty 

3 Loss of distinn cornpetences 3.80 2.50 1.57 3.35 2.24 2.25 2.14 1.13 2.37 8 

4 lo<·{> oi (O')lrol (ActivllV 2.80 1.50 1.29 1 24 1.10 1.25 1.28 1.20 1.46 1 

'1'0111'"(', "_p,h level of conlfo!) 

5 Q~,allty problems (Intern.al 2.60 2.00 3.14 1. 29 276 2.75 2.31 1.73 2.32 7 

<'er-.ri(e providers provide 

bel!f:r Quality) 

6 L(Kk IJf company knowledge 3.40 300 2.29 200 234 L89 L97 2.13 2.38 9 

7 No [oya lt y to company 2.00 1.50 1.57 1.3 5 2 17 1.39 1.45 1.33 1.6 2 

8 )10·,11,1 re sponse time (slow 1.20 2.50 L86 206 2 41 2.96 2.55 1.53 2.13 6 

turnaroulld time) 

9 Organ i13tion policy/tradition 2.20 2.00 2.43 2.7 6 2.45 1.75 1.62 1.20 2.05 5 
------

.1 I n:pre:-'l'nb mean raBin£ of \taintcnanCl' and JanilOrial Scn iel' . 1 represents mean railing of' Seeurit~ ~L'n iL't'. 

J represent:-. mean ratting or InfonnCltion Tcchnolog~. ~ rq1l"l.·scllts the mean ralling of Procurcment and SuppliL's 

,\tanagcmcnt. 5 represents the mean ratting or Accounting Scr\oicc. 6 represents the mean rating of t Illman 

Resource. 7 represents mean rating of Admin istrat ion Function and 8 -represents the mean ratt ing or Sales <.lnJ 

Mnrkc ti ng function. 
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Chapter 4 

IV. Summary, Conclusion and Suggestions for Future Reseal'ches 

This ehaptcr is di, ided in to three secti ons. The fi rst section summarizes the who le re search 

stress ing the major ilndings. the second scction presents the conclusion of th e research and the 

third sect ion suggest important po ints fo r futu re researches. 

4. 1 Summary 
Accoding to Nicho las Beaumont and Amri k Sohal (2004) outsourcing is a fas hionable way of 

solving some business problems and there arc numerous reports of its increasing use. 

Il owevC!'. the use of outsourcing in Eth iop ia is ve ry low with th e except ion of the use of sOllle 

non-co re functions likc Secur ity service and Jani tor ia l se rvice. Thus. this variati on attracts Ill e 

to undertake" re sea rch with the fo ll owing objectives: 

• Identifying the ex isting practice of outsourc ing in Eth iopia 

• Identif,ing those business funct ions that Eth iopian organi zati on are \\i lling to outsourcc. 

• Identifying the types of organization that are willing to out source sO llle pa rt of their 

business 1[lI1ctions for external vendors 

• Identifying reasons fo r outsourc ing each business functi on 

• Identifying reason fo r not outsourcing each business function 

• Creati ng awareness among potential investors to engage in outsou rcing business ln 

cond uct ing the resea rch both primary and secondary data source were used. The primary 

data was obta ined th rough twenty nine questi onna ires adm ini stered to top mangers of 

t\\ ent) rine organiza ti ons, which are categori zed in to six5
. situated ill /\ddis Ababa. 

The c<ltcgorics (Ire : Government organization (Not for profit), Non Government organi zation . 

Banks. Insurance Compani es, PLCs a":ld Other Government Enterprises( for profit) 
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To mukc thc t"csearch mOI\' manageable and controllable only the following eight business 

functions are con sidered: 

,: - Maintenance & Janitorial serv ice 

[ If ' Security service 

Qr Information technology 

'iF Procurement & suppl ies management 

Off' Accounting service 

" Iluman Resou rce 

- (f ~ Adlllini strati on func tion 

P ' Sa les and Markct in g 

The major findings of the resea rch are summarized as follows: 

Curren/ ou/sourcing practice in Ethiopia 

./ Respondcnts ha ve reasonable Ic\'cl of awareness about the conccpt of outsourc ing , 

./ 72% of the respondents ha ve the expe ri ence of outsourcing in one or more busi n"" 

function 

./ The most outsourced business function is maintenance and janitorial serVice, Next to 

maintenance and janitorial se rvice, security service and information technology take th e 

second position . 

./ None of the respondents ' organizations ever outsourced Accounting Service and 

Admi ni stration Function . 

./ All re spondent from NC;Os ill1d PLCs have outsourcing exper ience in onc or mOil' 

business functions. Next 10 NGOs and PLCs. banks and insurance compan ies assume the 

second position. 
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../ l{ e:-pOll ck'l1ts ['rom government organii'ati nn. both for profit and for nOll profit. ha ve lu\\ 

outsourcing e.\ pcrience relative to thc other four categories 

../ There is high variation in the sat isfaction le ve l of organizations regardin g th e olil so llrcecl 

service. 71 % of the respondents are eilher sati sfied or very sati sfi ed wilh oul sou rced 

serv ices whereas 15% orthe respondenls arc either unsatisfied or very unsatisfied with th e 

outsourced service. 

Business fun ctions tltat will be effectively olltsourced ill Etiliopia 

./ The top three bus iness function s that Ethiop ian organizat ions are willing to outsource, In 

ascending order, are: Security service. Maintenance & Jan itor ial serv ice, and Informat ion 

techno logy . 

./ Respondent s are not willing to outsource accounting se rvi ce and ad ministration function 

./ All respondents fro m banks, insurance companies and NGOs are willing to outsource 

secur ity se rvice and maintenance and janitorial se rvice. In addition, all respondents from 

insurance companies are wi lling to ou tsource their informati on techno logy funct ion to 

outside serv ice providers . 

./ Respondents from government organ izations, both for profit and fo r non profit, have low 

over all wi llingness for outsourcing relative to the oth er four categori es. 

Reasonsfor Outsourcing 

./ The most strongly expressed reasons for outsourcing of maintenance and janitorial se rvice 

are: all ow ing more foc us on core business. improving se rvice level and cost sav ings which 

are ranked first. second and third re spectivel ), . Conversely. lack of in ternal expertisc. 

reducing ri sks and control of budget arc less important reasons for the outsourcing 

dec ision 0 f ma intenanee and jan i torial se rv ice 

./ In assess ing the importance of reasons fo r security serVice, respondents granted great 

weight, in ascend ing order, to al lowing more focus on core business, cost savings and 



improv in g service level. Lack or in ternal experti se. contro l or budge\. turning fi xed costs 

into va ri abl e cost s. acq uiring innovative ideas and lo\\ering ongo ing in ve stm ent 

requirelllent in internal infrastructure arc less important for sccurit \ se rvice olltsou rcin g 

decis ion . 

,/ The most expressed reasons for informati on technology outsourc ing. in asce nding order. 

an.::: improving service level, acquiring innovati ve ideas, allo\\ ing more foclI s on core 

business. in crease nex ibility to meet changing business conditions. lack of internal 

expertise and cost savings. On the contrary, Reducing risk is rat ed as less important reason 

for information technology outsourc ing 

v The most im portant reasons for procurement and supplies management oLitsourcing, III 

ascending order. are: allowing more focus on core busine ss, cost sav ings and improv in g 

servi ce level. Lowerin g ongoing investment requirement in intern al infrastructure, 011 the 

oth er hand. is rated less important for procurement and supplies managemen t outsourcing . 

./ Acquiring innovati ve ideas and allowing more foc lis on core business are very important 

reasons la r human resource outsourcin g. While cost sav ing is r"ted as less imponanl. all 

the rema inin g seven reasons are rated as important for human resou rce oUlsourcing.6 

,/ 100% of the respondents rated "improvi ng service level" as ve ry important rcason for 

their decision to outsource sa les and marketing function . Next to improving serv ice level 

three reasons are ranked second with rating of very important , these reasons are allowing 

morc focus on core busi ness, increase flexibi lity to meet changing business conditions and 

acquire innovative ideas. Reducing ri sk, lowering ongoi ng investment requircment in 

int ern,,1 inli'astruc ture and turning fixed costs into variab le costs arc rated less important 

rea so ns for sa les and marketing outsourcing. 

tJ This lining is hased on the response of one respondent 
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.,/ Finally. mosl strongl) c:\p res~t.:d reasons 1'01' olltsourcing in gcncral. in ascending orde r. 

ar~ allowing more foclIs on core busi ne ss. improving service leve l, acquiring inllovative 

ideas and cost sav ings. 

R ea.HIIlS/Of' I'lo/ Outsourcing 

./' Slow response lime and having no significant cost sav ings are rated as vcry important for 

not outsourcing the maintenance and janitoria l se rvice. On the other hand respondcnts 

rated loss of di sti nct compctcnccs and lack of company knowledge as uni mportant reasons 

fo r thci r dcc ision. Likewise . respondcnts considercd poss ible loss ofconfidentia lil v as less 

importan t fo r their deci sion . 

./' The most important reasons lor not outsourcing security function are poss ible loss of 

con fidentia lity and ha ving no signi fi cant cost savings. The other ve ry important reasons 

for not outsourcing secur ity service next to the previous two are ha ving no loyall)' 10 

company and loss of control. On the other hand, lack of company knowledge. slo\\ 

response time and loss of di siinc i competences are rated as less im portant reasons for nO! 

outsourci ng security se rvice7 . 

./' All the respondents rated possiblc loss of confidentia li ty as very im portant reason for nOi 

ou tsourci ng in fo rmat ion lechnology. Loss of contro l and loss of distinct compctcnce 

ran ked second and third respect ively. However, Qua li ty prob lems and hav ing no 

signifi cant cost sav ings are less important reasons fo r not outsourcing in formati on 

technology. 

¥" I.ose of control. quality problems and hav ing no loyalty to company, wh ich are ranked I. 

2 and 3 respecti,·ely. arc rat cd as ,cry importa nt reasons for not outsourcing procureme nt 

and supplics managemcnt. On Ihe contrary, poss ible loss of confidentiality is considered 

7 This fining is based on the responses of two respondents 
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as unimportant reason for thei r decision not outsourcing procurement and suppli es 

management. 

,/ Loss of control , poss ible loss of confidentialit y, hav ing no loya lt)' to company and loss o/" 

distinct cOlll petcnces arc rated as very im portant rea sons for not outsourcing accounting 

se rvice. On the other hand respondent s cons idered quality problem as less important 

rea son for not olltsourcing accounting service 

,/ The most im portant reasons for not outso urc ing hum an resource, in ascend ing order, arc 

Loss of control, hav ing no loyal ty to company and poss ible loss of confident iality. Qualit )' 

problem and slow response time. on the other hand, are considered as less important 

reasons for not outsourcing human resource. 

,/ Poss ible loss of confidentiality, loss of control and hav ing no loyal ty to company arc the 

top three reasons for not outsourcing admin istration function. Moreover, all of the reasons 

have a mean of less than 3 (less important ) indicat ing all the nine reasons are some ho\\ 

important fo r the decis ion of not outsourcing adm inistration funct ion. 

,/ Organiza ti on policy/traditi on takes hi gher impo l1ance for the deci sion of not outsourcing 

human resource and administration function than its importance in the decis ion of not 

- outsourc ing the other business functi ons. 

,/ The three ve ry important reasons for not outsourcing sa les and marketing functi on, in 

asce nding order, are poss ible losses of confidenti ality, loss of distinct competences and 

lose of control. Furthermore the importance of a ll nine reasons are rated less than 3 (less 

importan t) im plying all the reasons are some how im portant for the dec ision of not 

outsourcing sales and marketing functi on . 
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-1.2 Conclus io n 

Ou tsourcing is a I"s hi onable management technique. Unli ke other manage men t fads. such as 

qua lit\ cont rol or part ic ipation, there arc good theoreti cal reasons such as access to economics 

of sca lc and e~ pe rti se for its use (Nicholas Bea um ont and Amri k Sohal. 2004). Despit e the 

reasonab le level of awareness of top level mange rs about the concept of outsourcing. the usc 

of ou tsourc ing in Et hiopia has been low and highl y dominated by non-co re business functions 

suc h as maintenance and jan itoria l services, security services and information technology 

sen i c~s. The var iati on in the sati sfaction leve l of responden ts rega rding the out sourceci 

serv iccs may be due to either the va ri ation of service level prov ided by di fferent serv ice 

pro\ iders or the vari ati on of expectation level of the orga ni zation (out sourcer). 

The Gndings also confirm that Ethiopian organi zations are willing to outsouree non-core 

business functi ons. such as maintenance and janitorial services. sec urity services and 

information technology services. Conversely, Accounting and Admi ni stration out sourcing 

senice prov iders will face great challenges form Et hi opian organ izati on to deli ve r th eir 

serv ices. This is main ly due to the organ izations fea r of loss of confidentia l. information and 

loss of control. In addition, the organ izations suspect that the external service providers a,e 

not loya l to them. 

The importance given to the reasons for outsourc ing found to be varying among differen t 

business functions. f or example. acquiring innovat ive ideas is rated as very important reason 

f(,,' informa tion tec hnology outsourcing whereas acqu iring in novative ideas is ra ted as less 

im porta nt reason for the outsourcing decision of maintenance and janitorial service. and 

security servi ce. Thc same is true for the importance given to the reasons for not outsourcing. 

r or example, possi ble loss of confidentiality is rated as very important reason fo r not 
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outsourcing sccuri t ~ service. Informntion Technology and Sa les rVlarket ing functiun. \\ herc~!s 

the sallle reason is rated as unimportant for the dec ision o f not Olllsourcing procurement and 

suppli es Ill anagement func ti on. 

I: inally. wit h regard to the importance of rcasons for outsourcing in genera l. the most 

ex pressed rcasons lor outsou rcing in ascc nding order are: allowing more foc us on core 

business, improv ing sc rvice leve l, acqui ring innova ti ve ideas and cost sav in gs. Sim ilarly. the 

most strongly expressed reasons for not outsourcing, in ascending orde r, are : loss of control. 

hav ing no loya lty to company and poss ible loss of con fidenti ality. 

4.3 S uggestions fo r Future Researc hes 

Despite its popu larit)' in most parts of the world , the experience of outsourc ing in Ethiopia is 

min imal. curthermore. no fo rma l rcsearch has been done in thi s area to assess thc impacts. 

cha ll enges and prospec ts o f outsourcing in thc country. To thi s end , thi s pre li mina ry resea rch 

prov ides vast findin gs. II hicll can also scrve as a stepping stonc for other relatcd research. 

rcga rding out sou rci ng in Eth iopia. However, th is research is very ge neral II hiell requirc 

furt her in vesti gations both in breadth and depth. Thus, future researches shoul d cons ider an 

in-depth stu dy on the outsourcing of each business function. The other importa nt point is that, 

thi s re sea rch considered only eight business functions even if outsourc ing is a very vast area 

that covers all the business functions. Therefore, future researches should incorporate the 

imracts, cha ll enges and prospects of other business functions . 
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Addis Ababa University 
Faculty of Business and Economics 

Masters of Business Administration (MBA) Program 

First of all I would like to forward my heart fe lt gratitude and respect to you for 

adm ini stering thi s questionnaire honestl v and responsibly. The quest ionnaire is des igned 

to co ll ect the necessary information to undertake a research on the topic "outsourcing in 

Ethiopia" for the partial fu lfil lment of the requirements of the degree of Masters of 

Business Administration. 

Outsourcing is simply acquiring a product or se rvice form outside supp lier rather than 

produc ing in the organization or it is transfer or delegation of the operation and day-to­

day management of the business process to an external serv ice provider. G loba ll y man y 

organizat ions outsource one or more of the ir bus iness function from outside vendors. 

Moreover, as various researches ind icate the trend of outsourc ing through out the world 

has been increasing from time to time. However. the practice of outsourc ing in Ethiopi a 

is at its infancy stage, thus the objecti ve of this research is to identify the major 

challenges and prospects of outsourcing in Ethiopia. 

Outsourcing is a strategic lssue which should be handled by top management of an 

organi zation , thus I believe thi s questionnaire should be administered by the top 

managers of the organization, preferably by General Manger/ Executive Director/ 

President or Managing Director. 

Finally, I would like to confirm you that a ll the information you provide in this 

questionnaire will be confiden tia l and will exc lusive ly be used for research purpose. 

'[,hank You 

Mcrsca Mulat 



OU(SOlll'Cll).d ilJ £ ClJJOWfj --:; 
---_______________________________ ~ ____ ~7 ____ ~~r ________________________________ --

Part I Q ues ti ons designed to assess the curren t sta tu s of Outsourcin g in Eth iopia 

1. Please ,pecif), in w hich Category ),our o rgani zati o n belongs to, (Put" Mark), 

o Government organ iza tion (Non 

for Profit) 

o Non Government 

( Ilumani ta ri an) 

o Bank 

o rganiza ti o n 

o 
o 
o 

Insurance company 

Private PLC 

Other government enter p r ises 

2. What is ,ou r leve l of awareness about the concept o f outsourci ng? (Put " Mark), 

0 VcrI' hioh 
. " 0 -Low 

0 Iligh 0 Very low 

0 Medium 0 Never heard of it 

3. Have yo ur organi zatio n ever outsourced any business function? (Put " Mark). 

D Yes o No 

4. I l' , 'our answe r for question three is yes. p lease s pec ify thc typc o f business funct ion that 

your organ ization ever outsourced. (Put" Mark ). NB : you can mark more Ihan one box. 

D Maintenance & Ja nito ria l service D Human Resource 

D Secu rity serv ice D Ad minist rat ion function 

D Info rma tio n technology D Sales and Marketing 

D Procure m e nt & supplies D Othe r _____________ _ 

m anagem e nt 

D Accou n ti n g service 

S. I l' \ our ans\\ 'cr for question three is yes, a re you sat isfied with the outsourced services? 

(Put " Mark) 

D Very satis fi ed D Unsati sfi ed 

D Satisfied D Very unsati sfi-ed 

D Ind ifferent 



------~-
___________________________________ ~{~~~(~J~~~~~_~~n~·~~q~J~0~/~~(~/ll~~~~~~~ ____________________________ ---=:> 

Part Two: Quest ions designed to collect information about the position of 
organizations ,'cgar-ding outsourcing. 

I. Irthcre arc re li ab le outsourcing serv ice providers in Ethiopia, which business functions 
most likely wi II be outsourced by your organization" (Put ,j Mark). 
NB: you can mark //lore than one box 

o 
o 
o 
o 

Maintena nce & Janitorial serv ice 

Security service 

Information technology 

Procurement & supplies 

management 

o 
o 
o 
o 

Accounting service 

Human Resource 

Administration function 

Sales and Marketing 

2. If your organization is willi ng to outsource one or more of the business functions listed in 
question number one, \\hat are your reasons for outsourcing those business functions~ 
(Follow the(ollOl l'ing il7structioi1S) 

INSTRUCTIONS 
"" Indicate ho w important you feel each item in making decision of outsourcing the 

business functi ons using the following ratting sca le: 

~ Very important 
2 ~ Important 

3 = Less ilnportant 
4 ~ Unimportant 

5 = Very unimportant 

W Put ",j " Mark in the appropriate column to signify the importance level or each itcm. 
cr Rate only the appropriate tab les according to your answer for quest ion number one. 

NB: Role Ihis lable if.!'o/ir or;;allizolioll is willil1;; 10 oulIOurce Maintenance and janitorial 
service ill (luestio/l 1l1ll11ber Ollel othenvhie leave it blallk 

# Justification for makinv the decision 1 2 3 4 5 
I Cost Savings 

2 Allow more focu s on core business 

3 Imorove service leve l 

4 Reduce risk 
5 Control of budget 

6 I::,owcr ongoing in\'(' s~mcnt rcqlli~ement in internal infTas tructure 
--

7 Lack or inten131 c.xptnisc (To access skil ls that we do not have) 

8 Increase ncxibility 10 meet changi ng business conditions 

9 Acquire innovative ideas (Access to new tec hnology) 

10 Turn fi xed costs into variable cosls(free up resources and assets) 

()therjusl ificari()n: ( Pleas!! Iisl and rale them): 
-

2 

i 

< 



~ -~ ~ Oll(.wUJ'ci7J<f in L'cIvon;;1 ---_________________________________ ~~ ______ ~r __________________________ --

NB: Rale rfl i.\- /ahle ({yo llr organization is wilillg (0 Oul.W/lfee SeclIritv Service ill questioll 
/llimber olle olllerwise leave i f blank , 

# Justification for makin l!: the decision 1 2 3 4 5 
I Cost Savings 

!--;;-
Allow more (ocus on core business 2 

3 Improve serv ice level 

4 Reduce risk 
5 Control of budget 
6 Lower ongoing investment requirement in intanal infras tru cture 
7 Lack of in tcl1lal expert ise (To access sk ill s that we do not have) 
8 Increase ncx ibi l ity to meet changing business conditi ons 
9 Acqu ire inn ovati ve ideas (Access to new technology) 

1
10 Turn fixed costs into va ri able costs(Free up resources and assets) 

'--1 Ofherj IlSf{ficmiol1: ( Please list and rate them): l._ ... 
I I r--- I i 
f--
I 

NB: Rate this table i/your orgallizatioll is wilil1g fO outsource In(ol'll1atiolt Technologv i ll 
(.ueS/lO ll Ilum b l I Obi k er Olle, ot lerWlse eave It all 

# J ustifi catio n for makinl!: the decision 1 2 3 4 5 
I Cost Savings 
2 Allow more focu s on core business 
3 Improve service level 
4 Reduce risk 
5 Contro l of budget 
6 Lower ongoi ng investment rcquirement in intcrnal infrastructure 
7 Lack of intcllla! expertise (To access skills that we do not have) 
8 Increase flexibility to meet changing business conditions 
9 Acquire innovat ive ideas (Access to new technology) 
10 Turn fi xed costs into var iable costs(Free up resources and assets) 

Olherjusfijicafion: (Please Iisl and rOle ,hem): 
--

Nil : Rate this table ifyol/r organization is wiling to olltSOl/ree Procurement alld Supplies 
M t o b I I . bl k fllla a e l11e l1 1/1 questLOIl I1l1nl er Olle, ot l enVise eave It an 

# .Justi fi ca tion for makinG' the dec ision I 2 3 4 5 
I Cost Savings 
:; , /\ lIow more foc us on co rc busincss 
~--

L~ _~rove se rv ice level 
4 Red uce risk 
5 Con trol of budget 

6 Lower ongoing in vestment requirement in internal infTastructure 
7 Lack of interna l expertise (To access sk ill s that we do not have) 
8 Increase flexibility 10 meet changing bus iness conditions 
9 Acquire innovative ideas (Access to new technology) 

3 



g: # Justification for makin!! the decision I 2 3 4 5 
1.,9 r um fixed costs into variable costs( Frcc LIp resources and assets) 

(hht!l"jus /!/icarioJ1: (PII!(fse li.H and rate Ih em): 
- 1 
T 

-~I 

N 13: R me fir is lable ~rY() lIr orgallization hi wiling to ou/source Accollllti 11 f! Service ill questioJl 
Illl/llher olle olltel'win! leave it blallk , 

# J ustillca tion for making the decision I 2 3 4 5 
I Cost Savi ngs 

2 Allow more focus on core bus iness 
3 Improve service level 
4 Reduce risk , Contro l of budget --
6 l.o\\-cr ongoing investment requirement in internal infn~Slrtlcture --
7 !.;lc.k or intern<l! experti se (To access sk ill s that we do nol ha ve) 

-
S Increase nexibililY to meet changing business condit ions --
9 I\cquirc inno vative ideas (Access to new technology) 

10 Tum fix ed costs into variable costs(Free up resources and assets) 
-~ 

(Jiherjlls l ijicofiOll: ( Please list and rate them): 
~ . 

-

~ 
NB: Rale litis fable ifJ!OlI r organizatioll is wilillg 10 olilsource HUJlWIl Resource ill qlle.''I'IiOIl 
IIl1l11ber aile othel'lvil'e leave it blank , 

# I Justillcation for makine the decision I 2 3 4 5 
I 1 Cos I Savi ngs 

2 Allow more focus o n core business 

3 Imp rove service level 

4 Reduce risk 

5 Conlrol of budget 

6 Lower ongoi ng investment requirement in internal infrastructure 

7 I.ack of internal expert ise (To access ski ll s that we do not have) 

8 Increase flexib ility to meet changi ng bus iness conditions 

9 Acqui re innovat i~'e ideas (Access to new technology) 

10 Turn fixed costs into variable costs(Free up resources and assets) 

Orherjusl ijicalion: ( Please list and rate (hem) : 

--
, -

J\' B: R ale III is la hie ifyollr orgallizatioll is wilillg to olltsource A dlllill istratioll FUllction ill 
(lfesfw/I 1111111 b I I . bl A er Ol1 e, otlenVise eave It all ' 

# Justification for making the decision I 2 3 4 5 
I Cost Savings 

2 /\ ]]0\-\1 more focus on co re business -

3 Improve se rvice leve l 

4 Red uce risk 

4 



~ ___________________________________ C_~_'(~.\_~_U_~'_LJ_'~,g~LO_- __ h_·Cl~"_J~qv~J_~_1 _____________________________ --~ 

--- - --
# .JlI~tificati()n for makin!!: the decision I 2 3 4 5 ---

5 Control or budgr.:( 

6 Lower ongoing in\'estment requirement in interna l infrastructure 
7 L(!ck of internal CApcrtisc (To access skills that we do not have) 

8 - Increase I1c:\ibility \0 Illee t changing business cond it ions 

9 r--.t\Zq~lirc inno\'(llivc ideas (Access 10 new technology) 

10 Turn fixed custs inlO va riable costs(Frec up resources and assets) 

Olher j l/Slit/colion: ( Please lisl and rale them): 

NB: Rate l/t i.\· fable ifyollr organizatioll is wilillg to outsollrce Sales and Marketing ill question 
!lumber olle olh en vi \'e leave il blank , 

# .Justification for makin!!: the decision 1 2 3 4 5 
I Cost Sav ings 

2 Al low more foeu!'. on co rC' business 
--~. 

I~ ~lE.!!)VC Sl' r ViCl~ leve l 
4 Reduce risk 

---'--- ----------
5 Control or budge1 

6 Lower ongoing in vest ment requirement in internal infrastructure 
7 Lack of internal cxpcl1ise (To access skills that we do not have) 
8 Increase ncxibil ity to meet changing business conditions 
9 Acquire inn ovativc ideas (Access to new technology) 
10 Turn fixcd costs into va riable costs(Free up resources and assets) 

OllieI' j/lsl (fical i~~I1: ( Please list and rate lhem): 

- - -------

3. If your organization is not willing to outsource one or more of the business funct ions 
li sted in question num ber one, what are your reasons for your decision? 
(Follow the followin g instructions) 

INSTRUCTIONS 
cr Indicate how import ant you fee l each item in making the decision of not outsourcing 

the business func ti ons using the following ratt ing scale: 

= Very important 
2 = Important 

3 = Less important 
4 = Unimportant 

(ir Put " \ ! -- Mark to sign i I"y the importance level of each item_ 

5 = Very unimportant 

<it. Rate onl y Ihe appropriate tab les acco rding to your answer for question number one 

NI3: Rate tlli.\· l able ijyour orgaJlizatioll is Jlot willillg to olltsource Mailltellance and jallitorial 
I I I . bl k service III questlOlIllUI1l Jer Olle, ollenVlse eave II (til 

# Justificat ion for making the decision I 2 3 - 4 5 
I No sil2nificant cost savings 
2 Possible loss of confidentiality 

5 



c ---
, --- - - -- - --,-,--

~ ! _~u~'i!it'at ion for l11al\ingJl)~ dl'cis io n 1 2 3 4 :; _J 
! , i I.,,", "I. d """" com p'''"m 

-

-
~ I (lSC Orconllo1 (Activity Icquires high Ievcl ofconllol) 

I :) _ Qu~dlt)' ploblcms (inleillal selVlee plovldel s plov lde bellel qualrly) 
I 6 I I.ack or company kno\\' ledge 

ITJ-=':o T~\~lty to company 
8 Slo\\ lesponse tlmc (slo\\' turnaround tl mc) 
9 _ 0L£<Iniza tion policy/trad ition 

Otherjllsli(icarion: ( Please lisl and rale Ihem): - f--- . 
I L ___ 

I -
NB : Rale this fable iI/o uf orgal1 izatio ll i!i 1101 willing 10 Ofl /source Secll ri!")' Service ill qlles/ioll 
11I111Iber olle otherwhe leave il blank , 

~J Ju st ifica tion for making the decision 
I 

12 
;I 

I No signi fi cant cost savings _ .. 

Poss ible loss of confidential ity 
I l.oss or distinct compctenccs 

I --I", -I-I.ose or control (Activity requires high IcveI or control) 
I -
I ) 
I -­
, 6 

Qualit)'j)robl ems (Inlernal service providers provide beller quali lY) 
-l l.ack -;;-f company knowledge 

: 7 
I 
18 
1- - -

I No loya lty to cO !11J:lany _ 
! Slo\\' response timc (slow turnaround time) 

' 9 

i -t 
r -Orl;;anizat ion pol icyltrad iti on 

Other jllsli/icalion: (Please lisl and rare Ihem) .-
I --

i± -

1 2 3 4 5 

NB: Rale thi.\' /able ify ollr org anizatioll is /lOl willing (0 oil/source 1l1(ornlatioll Teclillo/OfF in 
I h ,I I 0, hi k ( lI e.\' 1011 /lllm er Olle, () lenVise eave { fill 

# Justification for making the d ccision 1 2 3 4 5 
I No significant cost savings 
2 Possible loss of confidentiality 
3 l.oss of distinct competences .. I.ose of control (Activi ty requires high levcl of contro l) 

1 __ 5..~ _Q~' IJ roblems (Inlernal se rvice prov iders provide beller qua lily) 
(, _ : L~c~ <.'.[ cOI~~pany knowledge 

----j --
7 _ Ll\o 1<2 I' a I I)' to comIJany --.-J , -
X ! Slo\\ response timc (slo\\' turnaround time) 0 --- . 
') jJjrganizat ion IJol icyltradi tion 

~:J""'fi,"",," I PI"" II" ""II mle """'( 

1- -
I 

6 



NO: Rate this table ijyour orgallization is Ilot willing to outsource Procllrenlell/ and S{{pplie~" 
ill ({lte~itiol1 /I limber one, o/henvi.\"e leave it blank 

~ Justification for makine: the decision 1 2 3 .j 5 
1 No significant cost savings 
2 Possib le loss of conlidentiality 

1:1 Loss of distinct competenccs 

4 Lose of control (Activi ty requires high level of control) 
5 Quali ty problems (Interna l service providers provide better quality) 
6 Lack of company knowledge 
7 No loyalty to conmany 
8 Slow response time (s low turnaround time) 
9 On>.anization Dolicylt radition 

Otherjusti(ication. (Please list and rate them). 

NB: Rate this /able i/yollr organization is /lo/lVilling /0 ou/source Accollnting Service ill 
(, lies/ion Ilumber one, otherwise leave it blank 

# Justification for rnakine: the decision 1 2 3 4 5 
1 No significant cost savi ngs 
2 Poss ible loss of confidentiality 
3 Loss of di stinct competences 

4 Lose of control (Activity requires high level of control) 
5 Quality problems (Illiemal service providers provide bener quality) 
6 Lack of company knowledge 
7 No loyalty to company 
8 Slow response time (slow turnaround time) 
9 Organization policy/tradition ~ 

Other fustification. ( Please list and rate them). 

NB: Rate this table if your organization is not willillg to outsource Humall Resource ill 
uestio/l /lumber Olle, otherwise lealle it blank 

# Justification for rna kine: the decision 1 2 3 4 5 
I No significant cost savings 
2 Possible loss of confident iality 
3 Loss of di stinct competences 

4 Lose of control (Activ ity requires high leve l of control) 
5 Quality problems (Interna l serv ice providers provide better quality) 
6 Lack of company knowledge 
7 No loyally to company 

c..L~ Slow response time (slow turnaround time) 

7 



---c::= ______________________________ O' __ V_W_V_U_~'_('_~~~~ __ ll_' _L;_~iA_' "_~~~_W_B __________________________ ___ 

# 
9 

r-- Justification for makin o the decision 
OrQanization policy/tradit ion 
(}rher jllsri/ica!ion: ( Please lis! and rore rhem): 

I 

I 
---

I 2 3 4 5 

NB : Rme Iliis fable ifyollr organization i!J- 1101 willing 10 oufso ul'ce A(hninistratioll FUllctioll ill 

I 11' I 'I bl k (!!.!!5!!!'!''!J!.~UllI Jer one, () lentJIse em'e I all 

~ Justification for making the decision I 2 3 .t 5 
_1_ No significant cost savings 
J _ yossib lc loss of confidentia lity 
] _: I~oss or distinct competences 

~ i.ose or control (Acti"ity requi res high levcl of cOl1trol) 
}~-J Q~talit;, eroblems ( Internal serv ice providers provide betlcr quality) 

6 ; Lack of company knowlcdge 
71 \10 loval ty to company 
~SIOW response time (s low turnaround time) 
9 Organi zati on policy/tradition 

I Orherjusri/ication: ( Please lis! and ra!e !hem)' 

I 
I 
I --

l\ B: Rule Ihis table if your organizatioll is 110/ willillg to oil/source Sales alit! Marketing ill 
[""'1;01/ /lilli/bel' one otherwhe leave;t blank • _-Ii] Justification for makin g the decision I 2 3 4 5 
~ __ I-,~o significant cost savings 
~ Possible loss of confidentiali~ 

3 I Loss of di stinct competences 

4 Lose of control (Activity requires high level of control) 
5 Quality problems (internal service providers provide better quality) 

6 Lack of company knowledge 
7 No loyalty to company 
8 Slow response time (slow turnaround time) 
9 Organization po licy/trad ition 

I . Otherjllsli/ication: (Please list and role them): 

i--j 

L. J 

Thanks 

8 
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