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Discovering the Distinct
Benefits of Human
Resources 0utsourcing
By Terrence Mccrossan, AoP

When companies turn to outsourcing prooiders to
control costs and lessen administratirje burdens,
knouing hou, to make the most out o.f the .elation-
ship is jrlst the Jirst step to success.
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th.r! org:urizalions rfonr ljnrr folsLLnLrng al(l nrcffnsilgll
.omple\ HR t)ro1rss.s Thf l r . rnsi tron ol  or lc o. I lorc I IR
functions ro a third paf.y tj'picall: llsLrlts i|t a highcl
qual i t l  seni(e del i rer)  :1t  a lo$cr (osi ,  $| i lc i lso pnrl i r l i rg
the technologi.ral .a|abilitics for hunran cnt)i(rl  r(.iNui.
nent. repofing, annllsis, anrl rcgLrlatoI1 collrplia]r(c that
othenrise nr)t  nol  hivc bcfn r fadi \ 'a!a atL.

\\o*ing Nirh a humarr rcsourrcs oulsourru\q prornlcr call
a.lso inl[,act business rcsLrlts irs n.sr)urrcs arc rcfocusc(l lo
support kev gro$1h ar.eas, llhile l.vcngrng ..1nx,ii( s r)f s(ikl
ar [1 efticiencies pro\.ide.t by the latesr t.chnolog\: P.rhit]s
one ofthe largest a.lvantages for HII prof.ssionals is lhc fi(.t
tllat thel have more time to fo.r$ on l].lsonncl issu('s $ithi|
their organizalion that \,r.i11 help nrcct thcir sIralr€ir agcldr

A lalielr of fa.riors mLrsl bc rcnsidctud ptof tu cnlrring
tLl,i a relalionshi| with an olisour.ing rJ|.(^nlcf lo l(�hn\r

nuxinrLrm rilllx' \\i rill ..\amnie a nLmber of those iiclors
inc luding:

. l  r r l ' r . r i , r l L g l " -  1 . ,  r ' ^ . ' ,  I  " r f  i , t

. II(nr to fir(t ( |fi( i(tri.,s Nithin your HI? del]a|tlrlenl br'
lak i rg a l rc l is i i r  l l )1 ,1) : r .h  io  th.  | ro.ess,  ind

.  hvcst ig : r l i rU ( l rc  f (  l l  Nof l . l  bcfc l l rs  o iouis .nn.mg.

Best Practices in HR outsourcing
Oul.soLLrcuUl rehli|)lrs|rtrs fcprcsort i l)ilrncrshil ihal

lurlges on the conurulnrerl olboth !a'1ics B( for. cnrcrnlg
hlo an oulsourciuj arrtmgenrent wil,h ar IIR t)ro\i(l(r'. ir is
imponant to establish a solid pLan l|)I urphnxrr(atur il (l
nurugenrent and urdersLrnd brsL placliccs tu rrrsurc
success Nithir  I  our orgrt l fzal iorr .  lL js ol l (Jr ( l i l f i ( rrh ro lno$
ho$ lo nL.rkc lhr rrosl r)ul r)l ln oLrisoLrr ing:1gf..!nfni. The
lollo\i.xg bcsl prrdr](rs sftu as a gunl. for an} HIl pr.,fes
sional corsi( lcrnrg (r ' l )LrrsLr irg r)rrrsourcing as r  i \a l  Io
nrprovc the HR dcparlrrcr{ .r!l lrc( ur) lrrsirrrss resorn.cs

I. h:now Your Options
Il s al\lavs besl 10 hxr\\ ) ouf optiors b! fr,. lakirg :r lcntl

inlo arl roN lglccrrflrl. rrr(l il rs slrlc lo s,l} that nrin] HII
pfolessrorLrls lurlc ftLfc(l rh.ril(Jrg(is sjmil:1r io lorn o\I
Orcr tou dccl( le (o cr igagc Ni lh t i r  (n[sorr. ing pnl.rner.  be
sufc to rlcxr\ ronunurjr.rtf r!uf golls inrl m(ruilTlnenrs t.)
onsuro succoss IroIr  lhc onsf l  ol  lh( t )r . (n( '$hi t)

Ask lirur outsorr|nlg proullcr Lo (lfvclor) l lisl of solll
t ion opt ior$ lhal  ad( lress lour spcr i l i .  r ! { \ ls.  iur( l  r( lucsl
relerences Iioln olher llR prolcssionLLls lo l{ tLrn rrurr ih{'rl
fx l f r iurrcs Ni(hir  thc orgarizal j (rr  Sr)nn,. \ : in iples of
0ulsr)urr( l ! i  scn k1 s i r !  l rdcl

.  Turc .rrd l rbor l | rNnagcrnff t ,

.  f re enrplot nrsr l  srniccs su( l i  rs rcfnr i l r t r 'or an( l
Lacksrotl1rd fhefks.

. .101(k) adrrnr is lrr l io lr ,

.  Belrci i ts rdrur is lral ion,

.  Ta\ a(hr ir is( f t I i ( rr .

. Fkrnrar r.s(nr( cs nr:uag.lncnt s:'sren (HIl\lS). and

. Irull busir('ss lr'o.r,ss o"tsorlfcmg (llPO).

This cxfhangc of i rhas $' j l lhclp ) 'oLr u ( l { 'Nrand torrr
scrricc optons rurcl alio$ ]ou 1r) scl{r l the rnosr at)pnpri
a|f soLutror lilr I our org.uriz.lturl

2. Gain Support from your Organization
Th. irfmdr.ridr of ortsourrnrg to t'our organizatiorl rull

nft ct rhc $nt t orrr business operates. and n often requires
cultLr|1rl shills silhin Iour oqanization thar musr be proper

\ cxplrii|M Io al1 crrplolr.rs In mosr .ases. ir is rhe
rcslo'rs i l r i l i t ]  o l  s(!rnrr  managcmcnt to drsure I I laI  the
orgrnization sLrl)t)orls llx transiii.n to oursoufcing on nll
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levels. As the ket nfluenccr, management can encourage
cnrdolees to embrace rLew processes and set the slandard
lor $ orking relationships.

Be sure to r\'ork closely lvilh youf managemenl ledm to
help them clear\' ulderstand ihc brFiness ben€fils of
ouisourcing, including how il ilill help control costs d.Ird
inpro!,e perfomance. Lrllirnat€ly increasing client salislic
[ion. Once yorr nura€ernent ledln is on hoard {,ith the
co rpanls outsorDciru plan and thcl understand tie overar
clfil.g bcncfits to the organizalion. th$ can clearl cornmunr
carc lhis lo ot}ler stnkeholders to hclp dri\e change.

3. Set Gorl6
.{s \fith an! business elforL, goals shor d be sel early in the

process, iherefore. success recds io be defined from the
onsct of the outsoucing pmject. For an oEanization looki\q
lo outsource one or more HR fturctions. Ihe goals m4$rt be tu)
reducc cosls. lessen time spent on adminish?ti\€ functions.
or er uncc the emplolee expenence br' implementi\q a setl�
scn ke model. l'or each goal, assign quantitati!€ nletics that
ca 

 

bc measured over lime. Sh{rc these goals {,ith botl youf
nunagement team and l.our outsourci\g pro\ider so eve4onc
u rLl-t."l Jj rds .\J, tl) shrt rs J\1,-. t^4 ol the n|lr sorD i ir L(
projeel and rcsulls can be easil,v nuppcd ba.k to the goals.
B! ensuring t}at cveryome clearl-\' urderstorrds the project
goals. r"ou arc sctting youselfup fbr succcss in the end.

4. EYeluate Results
listlf. il is essenlial lo regularb assess progress loNard

thc rchievement ofgoals. This includes measuring iNernal
p€rfomrance against goals ancl conrfiritments, a.s \iell as your
outsourcing partner's performance versus expectations.
Before lou a€rcc on the meirics, be sure Jou give consider-
ation 1() horu data \[ill be captured, tracked and ana])zed. If
data is hardcr to caphre than you anlicipaled. consider
focusirE on (hc crucial measuremerN that are most telling
of the progress being made.

These are some very simple steps that can be ulilized
$'hen consideri\q a.n outsourcing arang€nrent and can help
prepare.Y-'our orllardzaLion for long telrn success ultinutely
it is important to remen$cr to clearly define success from the
I,cginrLing..ornnrurL, rr  'n.  F, r  mes:.agc $r lhxr \uLr '  €a l i
zation. and share youf goals rith the prolider you choose.

Finding Etficiencies:
Taking a Holistic Approach to HB Processes

In addition to setting a clear plan for implcmentation and
managemen(. it is irnportart to remenber that every HR
process is interdcpendent ard that elficiencics must be in
place across thc board in order to get the most from I'our
outsourcir€ relationships.

For exa rplc, ifa benellls st-stem $as upgraded successfl
h, il still rlry bc Neighed dorm by an older ptlaoll system or
paper-based proccsscs in tine and atlendance systenls. The
ke] to addnrJj rdlue is to make improvemenls on a holistic
lelel thoughout the I{R dcpartmenti horLever keep in mind
Ihnt oflen rnulti vendor. mLrlti system processes can drajn
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system capabilitics, \a.hrable Lirne drld financial resourc€s.
ADI' conunissioned a studt lionr Pricc$arerhousecoop

eIS (I\\{)' to de(crmine the impact oI non integmtecl HR
systems, multi phtforms or multi vendors on cost, perforlr
ance, and satisfaction $.ith HR seraicc delivery Uore than
140 oryaniations participated ir the shldl, representiru I
vadety ofindustrics \r'ith an average enlployee base of5.000
or more- The stud!' found that there is a tungible cost asso
ciated with non in(egrated HR service delilcry, esiimated al
approimatelr- LIS$10.,1.00 pef employee, per year. For mant
orgnnizations, this can rcpresent up to si-\ perccnt of the
am al HR and payroll budget.

The siudy attribuk'd this cost to four cont|non challenges
faced bj ma\" HR organizations across the U.S. Bl'' address
ing these cornmon issucs. your oryanizatioll can begin to
cxperience the elficiencics ofar updated HR platform:

l. Eliminat€ Bedundancieg
(lompany nranqgcmcnt structures or nergcrs and acquisi_

tions can pruducc nrLrltiple senice deliven infrastmctures lor
a single compdny ot process, and it is not unusual for an
oqanization to ha\,c multiple platfol-Ins Ior benefits, HR arrd
Time a.n.t lnbor Nanagcment (TLN{). These redundancies
slorv dorl a companl an(l its efficiencies, and iI is inrponml
to address the gaps ir thcsc pro.iesses for ma-\inlll 

 

benefit.

2. Self-Service is Xey
Self'senice is a laluahle krol thal enrbles cmplo)ees to

manage and access pcrsonal inlbrmation at ar\! tine and anl'
pla.e. Emplosees $ant coni'enience, clarit): and accessibilitt
in an HR solurion. 11 is esscntial to offer an eas!{o use \\'eb'
bascd portal thar puts IIR fclated intbrmation at thcir finger
tips, as \rell as the ability to updaie their personal rnlormation
onlie tr'tflny vendoE pro\,idc an easy $'ay tbr emplolces to
\'lcs their paycheck. \V2 or bcncfit pl ls online. Thcsc senic
es dcliver convenienc€ thrt cmplol'ees apprcciate und elimi
nate the need for HR irNolvcment to resolve issues- offering
IIR professionals more l,iftc to fo.r6 on stmleP,rc initialives.

3. Centreliz€ Ttme and Labor Maragement (TLM)
\\i[h mulliple TLI{ syslems or inadequate TL}l function

alitr', HR professionals are olten rcquired to clelote subslarr
tial timc to nunagiru adrninislrative pa]loll actili(ics lttany
organizarions do not have a fonnal TL\l o$Ter a._countable
Ior TLM processes anct outcomes, $hich di\erts focus a$'ay
from other strategic progra $. Oornpanies \1ilh centmlized
TLM senicc delivery stmleg.ies state a higher satisltction
*ith HR ser-icc delii'ery, and few cxpectations ofincurring
ftrture cosls rclaled to inconsistencies.

4. Moving Ttrwrrd Integt:ation
\nLdt the P$(l fmdin€s suppoft is something LhaI dose ir

the outsollrcing industry luve long kno\lrr: Using a sil\gle
source prolider or integrated IIR system streaniines lhc HR
function, reduces inefficiencies. and prevenis monel lronr
slippiryl through thc.rracks. WhelL an organization looks at
ihe bigger piclurc to identitl inefficiencics. it is easl to see
that alt tunctiorls arc interdependent. BI creatimg a cohesive



platfonn for:il of thc tasks to function on, more tirne can bL.
spent on busincss straicgv, money can be illlested on
inproving capabilitics, and the Dressure of uintailiig
regulatol compliance is rcli.vcd

Six oDl of 1{) .rompnnics survcycd that had takcn stcps
to integrare their HR service dcliv.rry claimcd to havc
sa\,ed monet Beton.l thc obvious nronctdrl adlantagc to
this nrodcl. cmpio)crs may havc nlorL' tirne a d resources to
focus on improling intcrnal IIR prL,ccsscs According to thc
Rv(l snr.lt. nearly 70 pcrccnt of rrspo|dcr(s said Ihcy
1 I r ' ,  i t ' , , l c , l  f r r I . . . o " .  l o r : t  J  r  r  r ^ g r J r r u j , . u s r u r j r j r
tion ar.i soft\are Due to inefficienq. m.rc lhan 50 percent
expected to incur additional .osts felar.d ro HR administra
ti!€ time. reporting and compliance. ,\nd more thin one
quafter eripe.ted to incur cosis associrlr'.i \iith crroncous
pal.roll or benefil pa\,_mcnts as a rcsult ol rLrlti Dlarlorm and
vendor srraregies. In addiiron, utjlizir\g a ccnlr lizcd
approach can result in a higher degrce ofcnDlolcc satjsfac
tion $ith a .onrprchensjve suite of capabiliii.s and end uscr
tools, such as self-senice ard online benefiIs management.

Ulthatelr'. integrathg a shg.le platfomr HR sem.e .lelrv
erl'rul improve the pefibmance of l'ou departnrenL and
make HR a more stmtegrc firnction rhat hebs rhe .:ompany
achieve busnress goa]s. ln the end, creaiing a personalized
and tailor-made HR solution for your oEnnizalion lhat
enables fle)iibilit!'for both employees and managers and
ofiers ease-of-use and ob\'ious pa]'back arc just some of the
benefils oflerect by oulsourcing. Through the cost-effective
stralegies thal outsourcing ofiers, compa es can save trne
amt ururecessall expendilures, rrhile srrengthening intua
structur€ and tunnng over business cdtical tnsks to a skille.l
business partner to help yolll orgarization e)ipand.

Real-World Benefits:
outsourcing Lessons lrom a Top university

,\s $? ha'ie leamed, there are some kcJ srcps lhni rnusl bc
.ommuni.:ated $ithin your organization bcfotc cntcril\g into
an oulsourcing (qrccnrcnt, and so re key emciellcies nlust be
examincd in ordcr ro reap the benefits ftat oursourcir* has
Io oflcr Organizntions h.rrc long enrbraced oulsourcl{{ a5 a
!\'al lo gain access to ncw tcchrologr'. processes and best
praclices. su.:h as increasirg dicnt satislaclion and busir]L'ss
revenue. *_ithout in.ireasing the denunds on ils budgcts and
rvork force. ltrr example.leth look ai the rorl lifc cnsc ofa
Large uniYersitf in rhe Northeast that Llsed oLrtsorrcir\g to fix
a gap in its benefits adminjstration slstem. iyhich scNcd
some 1.1,0(X) emplol ees.

\Uren the unir?nit's existing bcnclits udministntion
rcndor:umornced a move to a ner[. more cxpclrsilc Dlalfornt.
the top executi\€s .lecided to search ior a n.$ hcncfils
nanagement and ctu-rier enrolmenilro\ider. In r&liiion to
reducrE nsing costs. the univeNirt needed to condense m lti
ple benelits rcndols and also $?s faced riiih the challenge of
er bldlrul additiona.] employee groups inlo lhe process $hile
adheriryt to a stficr rcquirement to protecr emplotec data Thc
firsr srep the univemit)'took to :r.complish rhis goal $as to put

together u mL ti lrurctional projcct leam rrith representatiles
responsible for trncllts. huJnan resources infomution manage-
rurl, and infomutior slstcn$ and con\nlting, tlecause it real-

izcd the inpon:mce of in\,ohnrg the corect plal€ls ancl
communicaling interna.llt' er ery step of the xal'.

h addition. a lop flighi benefits conslrltant $?s hired to
spcarhcad thc sclcction of a nerv pafiner and establish a
complex nratrix ofdccision points. Some of these .lecision
points includcd on sitc visits to suppo centers and customer
sites and to ovcrsec lhr' (launting customization and imple-
mcntation challcrrgcs Th. Llniversirt,. like its attending
students, tooli this challenge sedous[ and nade surc that
every base $as co\?re.l. .After an extensive selection process,
ADP ras chosen as lhe prefened outsourciry prolider The
uni,"crsit]; lhmugh the transition to its ne.*'nodel. sas able to
s) nchronizc sj'stems rn(l provide employees full :l.ltllltis
acccss to its bcnelits rccords online. In addition, lhe unilelsitr

as able to avoi(i postage costs llom ha\'i\g to nuil a :ltj-page
generi( booklel tu ea.i ofits 1.1.(l{)0 emplot'ees.

(h'eml. the lnnrcrsit] $'as able to rcalize rough\' LSS2
mrllion in cost sa\nrgs in .romparison $ith its prclious benellts
outsourci\g partner. ard sinplilied its processes bl' sorhr\q
through a single U)int of contact rather than dealing \rith
multiple \endors for pro.resses like F SA an.l L'OtstU adminjs'
tration. In addilion. the org:r.nization was able to rely on a
d a d , , ,  F d { r t , l , n n  t F r , |  i r r d ' i i g l  - . l  1  \ .  j l n n r e f  \ e ^ i , e .
representatiles lhat \roul.l guarartee q|rck rcsponse tllne and
soli.l communcatioN. ds a resull, participalion lr open erro]l
ment grcw to ?0 percent amoru lhe rufversitys ernplorees, LL
10 percent incre.ase o\'er the prc\'ious ,\'ear

(XeraLl, the u lersitl xas able lo realize a solution thal
met its requir?menfs an.l outsourcing cha enges.'lhe rela-
tionship has contimed to be a suc.ess 1br man) reasons, aftt
as a resr t ofrhe erective ongoing .ommurncation. the lno
organizations .ronlinue to addr€ss ar) chnlenges lhat anse.

Endnote
I ADP studl nreasuring thc bcrcfirs ol rnrlti seni.:e HII

orLlsourcuU conurussioned fronr Pf icrs.rtcdn)Lrsc(lmpl]rs
(Plvc), 2006.
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