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ABSTRACT

This study explored the impact of outsourcing hunrasource function on

organization performance, while focusing on Tanzabigarette Company (TCC).
TCC was the company that was outsourcing Human lRess (HR) services from

Erolink Company Limited. The methodology used wasec study design and
involved the use of questionnaire, interview anduwtoentary review. The study also
used secondary data concerning profitability of T®&C from 2001 to 2013. Data
was analyzed by statistical package for socialneeig SPSS) in which descriptive
analysis, chi-square test, t-test and regressiaysia was performed. The study
claimed that HR outsourcing program at TCC was $mweeffective. The study

founded that HR outsourcing has both pros and consrganization performance.
Some of the greatest pros were control of operatosis, correcting poor financial
performances, improve company focus, improve efficy and many more.

Meanwhile most popular cons of outsourcing wereff sthssatisfaction and

demoralization, confidentiality leaks and loss aftellectual property rights,

reduction of in-house technique and expertise .Heuniore some factors which could
support effectiveness of HR outsourcing program@GE were standardization of the
HR functions, automation of the HR functions, aafility of resources, sharing of
information between Erolink and TCC while factonsitt could hinder effectiveness
were lack of integration of TCC and Erolink managainsystems, lack of regular
meeting between Erolink and TCC managers and lack-@peration between TCC
and Erolink in business process improvement andvation. The study concluded
that HR outsourcing has positive implication onamigation performance since the

program was associated with growth of the company.
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CHAPTER ONE

INTRODUCTION

1.1 Introduction and Background of the Study

Human Resource Outsourcing (HRO) has been onesahtith talk about agenda in
many Human Resource (HR) forums and among HR sirtiés currently a popular

trend in almost all countries in the world. Outsmog of HR functions or services

started many years ago but only recently that $tviategy has taking shape in a
manner that other functions in an organization &dgpted outsourcing-as a way
forward to improve business results. Also, due he tncrease in number of

companies outsourcing their Human Resource Furgt{tRFs), the number of

Human Resource Outsourcing (HRO) providers has alsceased rapidly. For

instance, International research indicated the melwf the outsourcing business
stand around USD 1, 200 billion by 2006 (RaftelQ2@ited in Wang et al., 2008).

On other hand, it is estimated that this indussrcurrently worth more than £6.1
billon in the UK and Ireland (Berry, 2007). It cdube said that outsourcing of HRFs

Is a significant trend affecting the future of hunrasource strategy.

Human resource agencies offer a wide variety ofices to companies that need to
focus on their core business activities (Wang et 2008). Many companies in
developed countries have used outsourced servgted) as salary accounting,
pensions planning, recruitment and training of pengl for a long time. With the
development of technology and appearance of cugaamHR-software it became
easier to improve these operations and pass disagni part of HR activities for

outsourcing (Edwards and Rees, 2005). Accordirtgeacstudy by Armstrong (2013),



45% of executives in Australia admit to outsourgoayroll management. Similarly,
51% of private companies in the US outsource asloone HR activities because they
cannot afford to employ talented part-time or folkk employees across all areas of
the organization’s operations. A study conductedKBYMG (2006) found that 47%
of companies in Japan either already outsourcdaortp outsource. In India, 65% of
companies either already outsource or plan to autsotheir human resource

functions (Gupta, 2012).

It is not surprising that human resources outsogres the fastest growing segment
of the business process outsourcing sector. Inlojeweg world, particularly African
countries, human resources outsourcing is boonfisydays just like in developed
world. Whereby many businesses that do not havetithe or the resources to
manage HR functions, outsourcing has been seemael daocost effective alternative
to hiring an in-house human resources staff (G28¢,1). In one of the recent labour
market research studies in 2014 by Internation@loua Organization forecasts that
the African market for human resource outsourcevgrat the rate of 11% annually.
This same study forecasts that the total humaruresmutsourcing market grows by

27% annually worldwide (ILO cited in Baldwin, et,,&2014).

In Tanzania, HR outsourcing was introduced in tudyel 990s after the privatization
of public companies. By the end of the 1990 a total50 parastatal companies were
privatized under the supervision of the then PuB&ctor Restructuring Commission
(PSRC). Before privatization, all public companpsformed their HR and related
activities in-house and all employees enjoyed jebusty from their employer

(Makoye, 2009). The privatized companies underweatious changes in



management and administration styles. Among thagd®in management brought
by privatization are changes in the way the praeaticompanies implemented their
Human Resources functions such as; recruitment aptection, benefits
management, training and payroll. The most sigaificchange was outsourcing HR
functions (Swai, 2012). Companies adopted Humamies Outsourcing (HRO) to
change the costs structure from fixed to flexibipenses and variable costs. One of
the organizations that have embarked on the HRTaiania Cigarette Company
(TCC).TCC was incorporated in 1965 as the governirfismted company and in
1998 it was privatized to R. J. Reynolds Tobaccol@dfore being acquired by Japan
Tobacco International (JTI) in 1999. In 2007, TCGtsources it's various HR
functions to Erolink Co. Ltd (a prominent recruitmeagency based in Dar es
Salaam) in order to improve performance. Underaiiangement, some employees
of TCC, specifically those in the production, gedeworkers and distribution
department have been placed under the payrollafrikr However, it is not clear to
whether outsourcing of HR functions has helpedmgprove performance of TCC.
Additionally, to the knowledge of researcher thare very limited studies conducted
in this aspect-and those few have been conducteskrvices industry such as in
financial institutions and telecommunication companwhich have different
performance indicators with manufacturing compatfiles TCC. This being the fact

the researcher conducted this study in order titgbrthe knowledge gap in this area.

1.2 Statement of the Problem
A study conducted by KPMG (2006) found that HR outsing in African
companies is not done properly-may result in pafqumance of the organization.

The reasons for poor performance were reportecettatk of knowledge and low



responsiveness among outsourcing providers. Snollieead Duhamel (2003)
concluded that outsourcing providers in Uganda Haweperformance standards. A
study conducted by Mululi (2004) on perception o¥g@te sector employees towards
HR outsourcing in Tanzania found that there is ek laf seriousness by the
management on explaining in detail how HR outsagrds conducted. The study
also found that there is low level of awareness ragnmiddle and lower level

employees on HR outsourcing.

Recently, there have been many complaints from eyeplks of various private
companies in Tanzania regarding outsourcing of mumegources functions. The
employers and human resource agencies are accfisegaging in exploitative
arrangements that undermine the rights of employégeder such arrangements, the
employees are placed under the payroll of recruitm&gencies. Among the
complaints voiced by employees under outsource@ngements is that the
recruitment agencies offer them much lower salaz@spared to the actual amount

paid by their employers (Swai, 2012).

In Tanzania, it has been had from different medimes employees recruited by
human resource agencies claimed that their ageacgefull of nepotism and only
offers three to six-month renewable contracts wichemploying them on full term

basis. In the same line there are doubts that owdsy of human resources
functions may undermine the morale and performaricee employees; ultimately,
affecting the performance of the companies theykvior. Due to this it came to the
understanding of researcher to conduct a studyhennmipact of HR outsourcing in
Tanzanian private organization taking Tanzania @@ Company (TCC) as the

case study.



1.3 Research Objectives
Research objects are the reasons carrying outem gesearch and they are used in
the formulation of research questions. Researabctibgs of this study are classified

into general objective and specific objectives.

1.3.1 General Objective
The main objective of the study is to find out thgact of Human Resources (HR)
outsourcing functions on performance of private pames by focusing on Tanzania

Cigarette Company (TCC) as a case study.

1.3.2 Specific objectives
In order to a complete the main objective abovedhewing specific objectives was
considered.
i.  To find out the effectiveness of HR outsourcingcticees at TCC
ii.  To find out the pros and cons of HR out sourcin§f@C
iii.  To find out factors hindering and enabling effeetiess of HR outsourcing at
TCC

Iv. To assess performance implications of HR outsogratnTCC

1.4 Research Questions
The research questions are a logical statemenptbgtesses from what is known or
believed to be true to that is unknown and requedsiation. In the study there was

a general research question and specific reseaerstign.

1.4.1 General Question
The general research question of the study wast arbahe impacts of outsourcing

human resource functions in private organizatiafiopmance?



1.4.2 Specific Questions

The study answered the following specific questions

I. How effective are HR outsourcing practices at TCC?

ii. What are pros and cons of HR outsourcing at TCC?

iii. What are the factors hindering and enabling effeciéss of HR outsourcing at
TCC?

iv. What are the performance implications of Outsow®in

1.5  Scope of the Study

According to Kothari (2004) the scope of the studyrify the boundaries of the
research, this help to clarify the boundary ofriégearch and enable the researcher to
deal only with tasks he or she focused to in otdemake decisions about the
changes required in the study. This study was baseithe above discussion about
impact of HR outsourcing in the performance of gté&vcompanies in Tanzania. For
that reason, the challenge of human resource auisguto the employees was not
further examined. This means that the result ofstuely only intends to give an
indication of what is central to the outsourcingman resource functions in
organization performance and which areas are neygtral, in order to perform a
reliable study as possible. However, the study hmaited at TCC headquarter which

is located in Dar es Salaam.

1.6  Significance of the Study
The findings of the study help the administratomsl/ar the top management in
private companies operating in Tanzania to becomare of the impact of the

outsourcing human resource functions on the orgdioiz performance. The findings



of the study serves as a stepping stone for fuggsearchers on the same or similar
topics by providing them with a source of empirititdrature review and add on the
current knowledge on the subject. Last, successfmipletion of the study enables
the researcher to partially fulfill the requiremeror the award of a Master degree

offered by The Open University of Tanzania (OUT).

1.7 Organization of the Report

The structure of the final report was as follows:

Chapter 1: Is the introductory section, which contains thekgacund of the study,
statement of the problem, objectives, and resegueltions, scope of the
study, significant of the study and the organizatidthe study.

Chapter 2: In this chapter the study covers the review oflitieeature work done by
other researchers on the issues related to thectngfaoutsourcing
human resource functions in and outside Tanzaneravit consists of
the definition of key terms, related theories, emopl studies and the
conceptual frame work.

Chapter 3: The methodology of data collection that was usedhm study was
discussed in this chapter with the focus on therg@on of research
design and the justification of the collected datahe study.

Chapter 4: This is the main part of the study which discussedetail and presents
the findings from the investigation of the impaétomtsourcing human
resource in organization performance.

Chapter 5: This is the final chapter of the study bearing tieeclusion from the
research findings. In this chapter the implicatiohghe study along with

the recommendations was discussed.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

Literature review can be referred to as the cllitaszalysis of part of the published
knowledge by summarizing, classification and dooognparison prior to research
studies, it involve review of theories and relastadies. According to Kirbet. al.
(2006) literature review is the evaluation of tlepart of the studies done by other
authors that are related to your study topic. Tikerdture review enables the
researcher to draw some conclusion and a guidehferstudy of the impact of

outsourcing human resources functions on organizggerformance.

2.2 Definition of the Key Terms
In this section the meaning of key words that apéanost frequently in the study
was provided. The most popular terms in this retearere:- outsourcing, human

resource and performance.

2.2.1 Outsourcing

Outsourcing is the art of delegating or transfeyisome or all functionalities such as
decision making rights, business process, integinaVities and services to external
providers who develop, manage and administer theseities in accordance with
the agreed terms based on deliverables, performstacelards and outputs, as set

forth in contractual agreement (Ruthankoon, andrxgna, 2003).

Mcgraw-hill (2007) defines an outsourced projectaagoal-oriented undertaking of

multiple tasks, often interdependent in nature,rdasingly involving multiple



parties, including customer, principal supplier, ppgly-chain partners
(subcontractors), and other third parties to dgveloprovide products, services, or
solutions within a given period of time. Outsourgitan therefore be summarized as
an undertaking involving multiple parties whereidties are delegated to external
providers to develop or provide product servicesautions within a given period of

time based on agreed terms as deliverables.

2.2.2 Human Resource

The term Human resources is defined as the availabdnts and energies of people
who are working to an organization as potentialticbuators to the creation and
realization of mission, vision, strategy, and gadl¢he organization. They can make
the best use of all types of resources within tmgamization. “Finance and
technology can bring advantage but are no longgralda of sustaining this
advantage.” If the human resources are well funatgy, employee productivity rises
and customer service improves. The employee prowhyctise but with lower cost,
meanwhile, the customer service improves whicherdéiie perceived value. Thus,
human resources could enable the company to create value (Hill and Jones,
2004). This is the result why it is vital to managed develop human resources

effectively in any organization (Priti, 2004).

2.2.3 Performance

Performance can be referred as the accomplishniengiven task measured against
preset known standards of accuracy, completenegst, @and speed. In an
organization, performance is deemed to be thellfod#nt of an obligation, in a

manner that releases the performer from all liabdiunder the contract.
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2.3  Theoretical Review

There are various theoretical justifications fotsmurcing. The most popular ones
are Transaction Cost Theory (TCT), Resource Bagweebrly (RBT) and Agency

Theory (AT). Other theories include Relation Vieweory, Concept of Core

Competencies, Resource Dependence Theory, and Edge/Based Theory as well
as Social Exchange Theory. The study stood on lineettheories which are

Transaction Cost Theory, Resource Based TheoryAgedcy Theory.

2.3.1 Transaction Cost Theory

Transaction Cost Economics is defined as the tastis associated to trading. This
could include the salary that is spent on the epgae negotiating a trading contract
or the money spent on setting up a strategy foptatta to changing economic
conditions. The central argument of transactiont ¢beory, which is built on a
behavioral foundation of bounded rationality andpapunism, is that firm
boundaries are driven by the minimization of notyoproduction costs, but also

transaction costs (Williamson, 1985).

According to this theory, minimizing these costs as important factor in

organizational design where Williamson (1989) cadek that vertical integration is
more likely to take place when transactions costshggh. Vertical integration is the
make-or-buy decision that producers face in thegss of developing and producing
their products. Either they ‘make’ the part in-hews ‘buy’ the part from an external
supplier. Each decision comes with transactionscoktheir own. Willimson argues

that make or buy decision depends on comparisotrapisaction cost of every

approach. The determinant of transaction cost getaspecificity. An asset is
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“specific” if it makes a necessary contributionti@ production of a good and it has
much lower value in alternative uses. There ar@uarkinds of specificity including

physical asset specificity, location specificitydéor human asset specificity.

A key concern is that if buying from an externalpglier will involve high
transaction costs an organization will prefer iug® production since it will give
organization cost effectives valuable. And if indse production seem to associate
with high cost as its complexity will increase ttransaction cost from decision
making through staff meetings and so on, the omgdion will wish to buy from
external supplier which is term as outsourcing.sTls to say that whether to
outsource (buying from external provider) or nopeled on the transaction costs
incurred by the organization in the process of aoggsuch products (service/good).
Always for the growth and expansion of the firmrthés the great need of control

transaction costs of every input in organization.

However, while using in-house supply on human ressoufunctions such as
recruitment, performance monitoring and customdatieship management may
provide an organization a transaction cost-plusrethare still transactions costs
involved in managerial mechanisms for internal dawation and control of human
resource (Bozdogan et al., 2007). This is why soprapanies prefer to outsource

some of the human resource functions.

Since the motive behind outsourcing is the tramsaatost, this theory was useful in
the study because through this theory the study aids to come up with the

conclusion whether outsourcing policy in Tanzanigatette Company is cost
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effective or not. While keeping in mind that if bog from the external supply
exceeds the in-house production, firms will favoternal supply. Meanwhile, if
transaction costs from the external supply arergbselow, economically firm will

favor outsourcing strategy.

2.3.2 Resource Based Theory

The resource-based theory regards the firm as af sesources and capabilities that
are treated as the strengths that must be supp@tedt, 1991), and that can create
a competitive advantage (Barney, 1991). From theoiy, the core competences
approach has evolved. According to this approagimsf should perform core
activities in-house and outsource others that seebe noncore activities (Prahalad
and Hamel 1990). However, Weigelt (2009) put ittthma human resource
outsourcing or in any other outsourcing relatiopstontext, service providers enter
into partnership or relationship with their cliesriganization so that they are better
able to develop their services or solutions tha& ewstomized to the tastes and

preferences of the individual client organizations.

In other studies, Hunt (2002) and Hunt (2004) exyld outsourcing of some
resource as a mechanism to make firms more conveetfhey draw on resource
advantage (RA) approach, which is a theory of cdinpe that can provide a

grounding framework for relationship marketing stgy. At its core, RA approach
combines heterogeneous demand theory with a restwased theory of the firm.
RA approach viewed competition as a process thasists of the constant struggle
among firms for comparative advantages in resoutieas will yield marketplace

positions of competitive advantage. Thus, firmseeninto human resource
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outsourcing relationships with other firms and/outsmurce some of the
technological resources from external supplierswdwech actions contribute to their

competitiveness (Hunt, et al., 2006).

According to this theory we are becoming aware thihere are some
organization/business’s activities which can besoutces and some which are not
supposed to be outsourced. Wherein, activities lwhiee the impression to be core
one in operation of the business are not suppasdx toutsourced rather the one
which are noncore activities should the subjecteadutsource policy of the firm.
However, for the outsourcing strategy to be effecit should support competitive

strategies of the firm.

2.3.3 Agency Theory

Agency theory is the theory based on the relatipngietween an agent and a
principal (Donaldson and Toole, 2007). In the tlyedne principal party delegates
work to the agent party, who accomplishes the ppals orders. Examples of agent-
principal cases can be organization and recruitragent or customer relationship
management agent. The party in the proposed stsdg as principal is Tanzania
Cigarette Company (TCC) that hires human resouncetions from the agencies and
the party which used as the agent is the HumanuRes@\gency that provide human
resource services to the TCC, where the agent needsssure the principal’s

requirements.

Eisenhardt (1989) writes that the model of the q@pal-agent supposes two
problems: the first one is a goal conflict betwésntwo parties, a simple outcome to

measure, and the second is where the agent hasslesapability than the principal.
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These two problems can create dissatisfactionhi@miarties leading to a closure of
the agreement. Theorists’ believe that there isagan for this and it is because the
agents are putting their own interests over thecgals, making it hard to perform
as agreed (Abrahamson and Park, 1994). The propgiseg was examining the
relationship between the human resource agencyhen@CC a company hiring the
agency. This lead the study to examine in whiclyswveCC has been affected or
benefited from the human resource agency relatipnagreements and whether
agency taking or not taking risks while provididgethuman resource services in

TCC.

2.4  Empirical Review

There are a number of researches, surveys andestadnducted in this topic. The
studies have been conducted in varied dimensioth&o across various sectors of
learning. Here are some of the studies that wermlwded by other researchers

across the globe on the same problem.

2.4.1 The Pros and Cons of HR outsourcing

Bratton and Gold (2007) noted that because HR sargplare outside the
organization, it is argued that they are more actahle, can take more objective
view and gain a more complete understanding ofoperdnce. This is on the same
line with the idea of Ulrich et al. (2009) who miemted one more crucial advantage,
which can improve the company’s services: outsogreiendors possess technology

and the economies of scale that are up to datengithdevelopments.

The study of Wang et al. (2008) develops a coneggtamework to examine the

impact of HR functions outsourcing on firm performoa. They study a sample of
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120 companies with HR function outsourcing annoomar@ from 1993 to 2003.
Their research suggest that HR outsourcing firmee hagnificantly higher SGAS
(selling, general and advertising expenses/ naeisyand significant lower ROA
compared with the non-outsourcing counterparts @aryt+l (one year after
introducing HR outsource announcement in the fiba) there is no significant

difference in ROA, ROE, ROI and other measures@rest of the years.

Ping (2010) conducted a study on the IT outsour@n@merica. The study used
longitudinal cross-section design where 57 Ameribamks having IT outsource
announcement were compared with other 57 Amerieak$having no IT outsource
announcement, using accounting performance meaduregesearch results suggest
that the inherent costs and risks brought by IBawuiticing exceed the positive effects

so that IT outsourcing might not enhance banksgoerance.

Gray conducted a study to examine advantages wbithourcing could bring
companies planning expansion to the global matkehis study he concluded that
resource outsourcing can provide infrastructure serdices to support the processes
while freeing up capacity, and ultimately allowirdjrectors to focus on the
operational side of expansion (Gray, 2011). He ddidet HR outsourcing is a
considered a reasonable business model if it opéisntime, optimizes resources,

brings new ideas and only concerns non-core funstio

On the other hand, Kumar and Eickhoff (2006) sugdbat major drivers to
outsourcing activities such as reduced labor costadten overstated relative to

others risks and issues such as intellectual prppeotection, quality, and supplier
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capabilities. When looking to outsource, an orgatian should be careful not to

farm out work related to the core competencieeffirm.

There are also a number of disadvantages to existmployees following

employer’s decision to outsource labour supplyriroeganization. Deery and Walch
(2002) examined the effects of outsourcing on egg®#oattitudes to work. Their
research was conducted in the area of call cemréces within customer care
departments where there has been a substantiatigiovthe provision of external

employees.

Findings supported the propositions that outsogrcireates work insecurity to the
in-house employees. Due to this work insecurity@ugrs care departments tend to
have much higher in-house employees’ turnover.hin research of Nelson et al.,
(1995), outsourcing, specifically, has been showmevwoke employees’ fear of the
unknown, anxiety over the future, nostalgia for ¢ihé days and resentment over the

loss of identity.

A team of researchers at the US Air Force Instiait€echnology (Kennedy, et. al.,
2002) surveyed 469 low to mid-level Air Force emgaring managers who
performed a support function that was to be outssnirThe survey was designed to
explore the participants’ reactions to the outsmgrstrategy given that their jobs
were secure but job changes were expected as thgegst was implemented.
Specifically, the questionnaire assessed job satish, perception of outsourcing,
and their career intentions. By testing a path rhodesults indicated that the

technical manager’s negative view of outsourcirduoed their job satisfaction and
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subsequently correlated to an increased desireaeelthe organization. Changes
such as outsourcing can lead to lower morale, jeedurity and the erosion of
motivation and loyalty. Kennedy, et al. (2002) veslvoutsourcing in general, as a
negative change, which therefore would create hidggneels of dissatisfaction and

increased likelihood of leaving their positions.oMmer study conducted by Walsh
and Deery (2006) examined the effect of an outsogrstrategy on those who
become employed as a result of that strategy. Thapd that the outsourcing

contract created minimal job security for the newplyees because the
organization was not committed to these employeg®id the three-year contract.
The study also found very limited opportunities ti@ning and development, as well
as promotions. With these notions in mind, Nelseh,al. (1995) longitudinally

studied the effects of an outsourcing strategyhemiembers of a large public sector
organization that outsourced certain human ressuraed scientific support

functions. They found that the job satisfactionnadinagers, clerical workers, and
manual workers fell as time went on. Further, theugs reported higher levels of
mental health problems such as depression, anxdetyjJow self-esteem. Nelson, et
al.’s work is important to this review becausenitroduced a potentially important
aspect of outsourcing that should be considereariggnizational leaders as they
make the decision to outsource. That is, as aroordgg strategy is implemented,

the job satisfaction among organizational membexg go down.

2.4.2 The Effectiveness of HR Outsourcing Practices
The research of Dehning and Richardson (2002) dpeel the method of assessing
the link between HR outsource and performance, lwiscnamed as Contextual

Factors in their framework. The Contextual Factefer to related firm or industry
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attributes that can influence firm performance sashfirm size, industry index,
financial health of the firm, growth options and liftensity. Other researchers
(Farrell, 2004) have focused on successful impléatiem of outsourcing strategy
which has been credited with helping to cut costrease capacity, improve quality,

increase profitability, productivity, and improviedncial performance and growth.

Seth and Sethi (2011) reviewed existing literatarerder to identify different types
of HR outsourcing and the factors which need tactwesidered before a company
goes for outsourcing of human resource functiomdte realization of outsourcing
effectiveness. The findings of the study implicifigint out that the decision as well
as indicators of effective HR outsourcing is cogént upon factors like flexibility,
availability of adequate resources, affordabilitsgliability and acceptability
(openness to information-sharing) etc. The stugdp aliggests a systematic process
and certain pre-requisites to successfully exeddl®e outsourcing. In fact, the
emerging body of research (Sarifuzzaman, 2012 atds that for outsourcing to be
successful or effective the outsourcing decisioredseto be informed to all
stakeholders while quick response times to strategportunities and threats are

essential.

In the similar tone, Barrett and Misiaszek (200iguad that outsourcing will allow a
company to more effectively utilize its assets bBgvang its labor force to focus on
their core competencies, whether manufacturinggdes consulting, and outsource
those functions which are not to another compaiay tias already proven to be a
industry leader, such as information technologyl-eser support, accounting or data

management. Moreover, many writers (Wang et al.820Qumar and Eickhoff,
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2006) have argued that there is a wide varietyesfmssible and effective choices

for outsourcing.

2.4.3 Factors Hindering and Enabling Effectivenessf HR Outsourcing

Gonzalez et al (2006) conduct a literature reviewcued on HR activities
outsourcing articles published in journals that ognjhigh prestige in the
manufacturing firms between 1988 and 2005. Theieaech find that the studies of
outsourcing determinants and reasons why firms shdo outsource are the most
frequently studied topics in the manufacturing dielSurprisingly, the studies
concerning the factors hindering and enhancingcgWfeness of HR outsourcing are

not very well developed.

There are many factors that affect outsourcingsi@eiand every company operates
under different circumstances. A case study reggréiR function outsourcing in
United Kingdom (UK) was conducted by Baldwin, eirathe year of 2001 and the
main aim was to assess factors that affect langesfiwhen making decision to
outsource their HR functions. The empirical ressliggested that firms’ outsourcing
decision is driven by a series of complex, intetedl motives in a bid to reduce the
risks and uncertainties of managing business psesedHowever, Ang and Straub
(1998) reported that outsourcing in large firmJik and US is strongly influenced
by production cost advantages offered by vendoiR/adencies. This shows that

transaction costs play a role in the outsourcingsiten of large firms.

On other related study conducted by Hongyan andnJ@006s) in Chine it was
reported that technology enhances the value of HUResource Outsourcing (HRO)

from perspectives of enabling and leveraging thdues of standardization,
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automation, integration, flexibility and innovatiorThe study concluded that
technological and communication advances helpzedlie wide-spread adoption of
outsourcing concept, due to their quality and aogrovements. Technology applied
in HR functions outsourcing through the adoptedvemfe, applications and platform
has a substantial long-term impact on the wholegss, affecting the quality, cost

and associated risks of the operation of outsouactlities.

Suhaimi, et al (2007) wrote a paper on the motwvetifor HR activities outsourcing
decision and its initial implementation at sometloé top commercial banks in
Malaysia. The views reported were from 40 intengesonducted among the staff,
covering the management as well as non-managemeup.gThe paper indicated
that the motivating or enabling factors of IT ouwtsmng are: the focus on core
competencies, turning non-profit activities intaijitrgenerating activities, and cost

reduction.

Barako and Gatere (2008) who conducted a survéyrty Kenyan large companies
found that firm's size measured as total assetigsifgcantly associated with
outsourcing decisions. Firm performance measureldedsrn on Assets (ROA) and
Return on Investment (ROI) were not found to beisteally associated with
outsourcing decisions. Similarly, firm’s wage hkalhd total operational expenses are

not significant determinants of outsourcing decisio

There was the survey conducted by Gewald, et aDgP®n the influence of
perceived risks on firm managers’ intention to outse HR functions. The study
concluded that perceived risk has a significantaotmn managers’ attitudes towards

outsourcing. Some research like the one by (Kessterl., 1999), concentrated on
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the idea that employees’ perceptions of their tneat is the major factor with
significant influence achievement of outsourcingatglgy in the organization. This
means that if employees feel that outsourcing affttct their position, the outsource

procedure will not be achieved and vice versa.

2.5  Conceptual Framework

A conceptual framework is an abstract indication hmiw basic concepts and

constructs are expected to interact in the acetting and the experiences that form
the foundation of the research study (Robson, 19B3ased on what have been
reviewed in the previous section, different authorthis area have tried to point out
that here some advantages and disadvantages gfexdernal suppliers (outsource).
However, they are condition for the organizatiomnt@lement outsource policy in its

business operations.

The designed conceptual framework for this study foar types of the variables
which are background variable, input variables, rafeg variables and output
variables. It shows that background variable issouiicing of the human resource
functions where the company reaches at the decisfooutsourcing once the
transaction costs of in-house producing becomeehighat getting from external
suppliers, coupled by the trustiness of agency aetnthe term and conditions
stipulated on outsourcing agreement. Apart fromlinghess of the company to
outsource as well as competent of agency to meetagneed contract agreement
there are other factors that can act as enabldteajutsource process and others as
the hinders. These factors have been considerbd toput variables in the model.

They are factors such as lack of enough resourads a&s financial resources to pay
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the agent, complexity of the planning requiremert ather uncertainties in business
case (hindering factors) together with standardimabf processes, integrations,
automation, and degree of innovations in the omgdin (enabling factors). The
model/conceptual framework continues to show thanabling factors out-power
hindering factors, human resource outsourcing beceffective and the following
factors, operating variables, was the observedsd heclude reliability of the service
offered by the agent (ability to perform the proedsservice dependably and
accurately), tangibility which involve appearancé the physical facilities,
equipment and appearance of personnel, responsen¢he employees that can be
observed through willingness to help customers @nolvide prompt service,
assurance of workers which refers to the knowlealgg courtesy of workers and
their ability to inquire trust and confidence, atlpyy (caring, individualized
attention the firm gives to the customers), flebipiof the work and security. With
high degree of effectiveness of human resourceoautsg organization will

perform better in the market.

In determining performance of the organization (TfoCthe case of this study) the
financial performance implications of outsourcingswstudied. More specifically,

profitability (net income of the company) was usesda performance metric, which is
forward looking (Geyskens, et al 2002), less easignipulated by managers than
other financial measures and guides the decisibtgpananagers (Lehmann, 2004).
It reflects the investors’ best estimate of thengjeain the long-term value of the firm
(Gielens et al. 2008). This is especially importanthe context of outsourcing since
the effects of outsourcing may take several yeafsrb fully translating into bottom-

line performance.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1  Introduction

Kothari (2004) defines research methodology aswhg to systematically solve
research problem. It may be understood as a sciehstudying how research is
done scientifically. This chapter contains detailetbrmation on methodological
approach used in this study. The chapter dealt vesearch design, study area on
which the study was conducted and the reason flactean, study population,
sampling (sampling procedures, sample size andumsint), and the method of data

collection used and lastly how data was analyzed.

3.2  Study Strategy and Design

3.2.1 Study Strategy

According to Kothari (2006) research strategy candefined as the structure of
research that holds all the elements in reseamjegirtogether. Furthermore, Naoum
(1998) defined research strategy as the way inlwthie research objectives can be
questioned. He also noted two types of researelegiies which are the qualitative
research and quantitative research. Qualitativearel is the research approach
which seeks to gain insight and to understand pé&omerception of the world,
whether as individuals or group (Fellows and Li002). Moreover, Creswell (2003)
observes that the qualitative research approackstakace in natural settings. It
requires the researcher to go to the study ar¢laeofespondents and gather detailed
information about actual experience. Whereby qtetnte research is the type of

research approach which seeks to gather factual ated to study the relationship
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between facts and how such facts and relationshgesrd with theories and the

findings of any research executed previously (Medland Liu, 2003).

Since the study shown relationship between humaouree outsourcing and
organization’s performance as well as connecting tbsults with the existing
theories-quantitative approach/strategy was emplogethe study. On other hand,
the study will looked for the advantages and disatkges of human resource
outsourcing from the respondents’ points of vietsréfore qualitative approaches

was also involved in the study.

3.2.2 Study Design

A research design is the arrangement of conditioneollection and analysis of data

in a manner that aims to combine relevance todgkearch purpose with economy in
procedure (Kothari, 2004). A research design carthioeight as the structure of

research. It is the glue that holds all of the @ets in a research project together
(Blaiki, et al, 2009). Due to the nature of thigdst that aimed to find out the impact

of outsourcing Human Resources (HR) functions afopmance of companies, and

that Tanzania Cigarette Company (TCC) has beewrtedl¢o be the unit of study, a

case study research design was adopted.

A case study design involves in-depth study andiléet description of a single

individual or several individuals, a single place several places (Gravetter and
Forzano, 2009). It is meant to capture the unigsered a particular place on the
investigated area (Shutlleworth, 2008). The sadeatif this research design based on

the fact that it helps to secure a wealth of infation about the unit of study which
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may provide clues and ideas for further resear@ieshnaswami, 2003). Also, case
study focuses on a particular situation or phenamgmmaking it possible to
investigate problems in their natural setting irhest words case study design
provides the possibility of capturing real life ugitions as experienced by the
respondents. Thus the research was able to inaéstgros and cons of human

resource outsourcing together with its impact enplerformance of company.

3.3  Study Area and Population

3.3.1 Study Area

The study was conducted at TCC headquarter locatBdr es Salaam. The reason
of conducting this study at headquarter/head officthis organization is because all
decision concerning business operation are doheaat office. However, it was easy
to obtain all information needed for this study.eTimformation obtained at head
office of TCC presents other TCC's office in theuntry. Also the researcher is

working at TCC head office therefore data collattizas easily accessible.

3.3.2 Study Population

According to Babbie (2004) population can be reférto as entire group of
individuals, events or objects that have a commugeosable characteristic. It refers
to all elements that meet certain criteria for iisabn in a study. In this study there
were two types of populations which are individuabpulation and object

populations. Individual population comprises s@ffTCC and staff of Erolink Co.

Ltd (i.e. the selected number is given in the rext sections).Staff of TCC was
responsible in identifying effectiveness of HR auixing practices together with

pros and cons of HR outsourcing in TCC, while staiffErolink Co. Ltd was
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included in order to discover factors for hinderamyd enabling effectiveness of HR
outsourcing. Object population in the study incligheofitability or net income of

TCC. Concern with population size, researcher disad that at TCC there was 28
managers and at Erolink there was 22 managersefiney sample frame comprised

of 50 individuals.

3.4  Study Sample

3.4.1 Sample Design

According to Kothari (2004), sampling is definedthe selection of some parts of
aggregate of the totality based on which a judgmemference about the aggregate
or totality is made. Kothari (2006) also definempée as a collection of some parts
of the population to be a true representative efggbpulation; this allows for study
results to be generalized. As already mentionedaloe study had two types of
populations which are individual populations andeob population. Individual
population considered staff of the TCC and Erol® Itd, all from management
level. The reason of selecting managers of thegantarations was that managers are
the one responsible of ensuring all organizati@pesrations are well moving to the
better performance of organization. Also, theytaeeone to decide whether or not to
outsource HR function. At the time of collectingtaldhe researcher selected only
those who were present at the study area and wi#iregwo take part in the study.
Priority was given to managers (of both TCC andlikkd who have worked in the

mentioned organization for more than five.

On the other hand, the study selected profitabgiitistics (net income) of TCC

from 2001 to 2013. It should be noted that Erol@d Itd stared to provide human
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resource services at TCC in the year of 2007. Toeréhe study wanted to compare
profitability of TCC in the six years periods befof2001-2006) and after (2008-
2013) outsourcing HR functions from Erolink Co..|Tthis helped the researcher to
understand evidently the impact of HR outsourcimg the performance of

organization.

3.4.2 Sampling technique

According to Kothari (2006), sample procedure iree as the process of selecting
some part of the aggregate of the totality basedavibich a judgment or inference
about the aggregate or totality is made. Being acgss of selecting a group of
people, objects, events, behavior, or other elesneith which to conduct a study it
is also involved in selection of technique to bedugn the selection process. The
choice of a sampling technique depend in a sitnalbether a sampling frame is

available or not, that is, a list of the units caisipg the study population.

There are two types of sampling procedures nammiggbility sampling and non-
probability sampling. Oppenheim (2004) defined atubty sampling as that type of
sampling which includes all types of elements of tpopulation. In probability
sampling each element has an equal and indepentdante of being selected in a
sample while in non-probability sampling is the omkich does not based on the
theory of probability. If sample frame is availalitee researcher is advices to use
probability sampling techniques such as simpleatified and cluster random
sampling techniques. And if it is not available thesearcher has to use non-
probability sampling techniques such as purposo@)jvenience and snow ball

sampling techniques. For the case of this stuagesiotal number of population was
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known researcher used simple sampling technique s€lkection of these techniques

also based on the merits that this sampling teckamsgsimple and cheap to use.

3.4.3 Sample Size

Kothari (2006) defined a sample size as the nurabéems to be selected from the
universe to constitute the sample. According tolda{1994) sample size is the
number of respondents selected to participateerstudy from targeted population.
It depends on the accuracy needed, population feulation heterogeneity

whether the sample is subdivided or not and resesuavailable. The sample size of

this study included managers of TCC and Erolink.

From the result of pilot study, the study identifithat at headquarter of TCC and
that of Erolink there was 28 and 22 managers of T&@@ Erolink.Therefore, the
study had to make sample of these two groups ofnpi@l respondents using a
sampling formula provided by Yamane (1967) as tithted below. Where ‘n’ is the
sample size, ‘N’ is the population size or sampkmie and ‘q’ is the degree of
precision that the selected population is the rmig. The sample was calculated at
90% level of confidence. Therefore ‘g’= 0.9. Newetess, due to the time limit the
study did not manage to obtain exactly required lemof respondents. Table 3.1

below show required sample and obtained sampleeifi¢ld.

N
"TIEIN{—q)2

28
n(TCOC) = — = 21.87 & 22
( ) 1+ 28(1—0.9)°

22
n{ Eralink) = T =001 —no)2 = 18.03 =~ 138
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Table 3. 1:Sample Size of the Study

Organizations Population Size Required sample | Obtained
(N) size (n) Sample size

Officers of TCC 28 22 16

Officers of Erolink 22 18 15

TOTAL 50 40 31

Source: Field Data (2015)

3.5 Methods of Data Collection

According to Sekaran (2003) data collection methatéscribe the specific

approaches used for gathering data which depenthenesearch objectives and
questions to be addressed. Data collected forstioidy comprises of primary and
secondary information. Data was collected by retear and research assistant
including pre-testing of the instruments. Collectatbrmation was checked on a
daily basis by the researcher for accuracy and @aroblems identified were

discussed in order to maximize the quality of thtadyenerated.

3.5.1 Primary Data
This is defined as gathering data that does nataligtexist until and unless it is
generated through the research process (Oppenked#). The primary data for this

study was collected using questionnaires and irerguides.

3.5.2 Secondary Data

These are accounts offered by the second parte tiwbe did not actually see the
object or event but obtained information and predicddescriptions of what they
taught (Krishnaswami, 2003). They are usually seenext that is produced much
later than the events being studied, offering derpretation and conversion of the

primary data into an account that may be conswiedthers (Rwegoshora, 2006).
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This study collected and generated secondary bedagh documentation of reports.
The secondary data was used to supplement prinzday @o some extent, the kind
of instrument used in data collection depends upmm the data would be collected
(Krishnaswami, 2003). The study employed a var@tymethods to facilitate the
cross-checking of the accuracy of information cuitle from the field. The use of
more than one method is aiming at obtaining adequaiginal and relevant data

about the study from a variety of respondents. Miéhods included the following.

3.5.2.1 Questionnaire

Two set of structured questionnaire were prepanedaaministered, first to the staff
of TCC and second set to the staff of Erolink Kttuctured questionnaire is that
questionnaire, which poses definite, concrete, predrdained questions, that they
are prepared in advance (Rwegoshora, 2006). Thetigneaire to the staff of TCC
contained information on the possible advantagelsdisadvantages of outsourcing
human resource functions as well as effectives Bf ptoviders in offering HR
services in private organization. While questionm#o the staff of Erolink Itd aimed
at solicit factors affecting performance of HR pdwrs in offering their HR services
in private organizations. Respondents were giverugi time to fill in their answers
and researcher collected the filled questionnamenfrespondent after the period of

two to three weeks from the day of distributions.

3.5.2.2 Interview
Interviewing is basically about asking questiond egceiving answers. It is a way of
accessing people’s perception, meaning and deifimstof situations and construction

of reality (Margaret, 1982). In depth face to faceerview was conducted to solicit
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more information from the respondents. Therefdre,dim of using interview was to

capture what questionnaire could not capture.

Definitely at the time of conducting questionnairesearcher tried to identify some
of the respondents who was seem to have more kdgelehich need to be fetched
through interview and set appropriated time andeglfar conducting interview with
those respondents selected for interview purpose.imierview guideline was
structured and submitted to the interviewee prior donducting interview.

Nevertheless, researcher recorded all interviewraemt using MP3 recorder.

3.5.2.3 Documentary Review

In addition to questionnaires and interviews, datae generated from documents
and records which are non-human sources made lbleilaften at low cost, and
being factual (Babbie, 2004). Data obtained by théthod enabled the researcher to
cross-check the consistency of the data generdismlgh questionnaires and
interviews. Margaret (1982) added that documentckeia used by the researcher in
order to gain insights into the context underlythg events. In the proposed study,
documentary review was conducted specifically fbe treason of obtaining
profitability of the TCC within the period mentiatheoreviously. This enabled to
identify impact of HR outsourcing in organizatioerfprmance. Documentary data
was obtained from office records and documentaiiwiuding annual reports,
minutes of the meetings, letters, reports and tmeimistrative files and other related
records. Other data was obtained from various hgokisnal and article relating to
the issues of human resource outsourcing and peafoze of private organizations.

These documents also used to shape the directitsatesearch.
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3.6 Methods of Data Analysis

Data analysis is the application of reasoning tdeustand and interpret the data that
has been collected. It involves editing, codingassifying and tabulating the
collected data. In the study the researcher usetitaive and quantitative data
analysis technique. The use of both methods enafffiestive interpretation of both
data in numbers, figures as well as narrative andepth information was provided.

Therefore, data interpretation considers whethtx das qualitative or quantitative.

3.6.1 Qualitative Data Analysis

In case of qualitative data analysis, it involvédee concurrent activities: data
reduction, data display and conclusion drawing ifdikd, 2003). Data reduction was
concerned with the process of selecting, simplgyiabstracting and transforming
the data so that they can be made intelligiblerms of the issue being investigated.
Data display goes a step beyond data reductiomotdde an organized assembly of
information that permitted conclusion. Drawing cluston involves stepping back to
consider what the analyzed data was meaning argssiog its implication to the
research questions. This analysis is known as thieraalysis. However, qualitative
information was obtained from interview and docutagon. Analyzed qualitative
data was help in gain more insight understandirauithe topic as emphasized by
Saunders, et al., (2007) while providing richer atekper understanding on the

research topic.

3.6.2 Quantitative Data Analysis
It is better to know that quantitative researchues on analyzing numerical data.

Accordingly quantitative data was analyzed by SP&S3sion 16). The SPSS has the
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incredible capabilities and flexibilities of anaigg huge data within seconds and
generating an unlimited gamut of simple and somfatdd statistical results
including simple frequency distribution tables, ymuns, graphs, pie charts,
percentages, cumulative frequencies, binomial ahdrdistributions. In analyzing
quantitative data, data was coded, investigatedntegrity, analyzed and presented
in useful outputs, such as tables and graphs flyedrawing of conclusions and to
make recommendations regarding issues which weése ar the study. Descriptive
analysis was used in calculations of percentagdsaaithmetic mean of collected
data as well as showing existing correlation betweariables in order to come up
with valid conclusions concerning the impact of H&sourcing in the performance

of private organization.

Regression analysis was used to establish rel&irisetween dependent variable
and independent variables.Meanwhile, for the regpesanalysis researcher used a
multilinear regression equationwith regression fioehts stratified across the

independent variables. The general form of regpessguation used was:

Y = Bo + BrX1 + BaXo + BaXz + ceveeeereanns BNXn +¢

Where:

Y = predicted average value of the dependent viarialthe regression model
Bo = intercept (predicted value of Y when all othevaues are zero);

X1- Xn = values of independent variables in the regjen model

B, to Bn = standardized regression coefficients for indepeat variable Xto Xn,
respectively; and

¢ = residual error.
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3.7  Validity and Reliability of the Study

3.7.1 Validity of the Study

Sweet and Martin (2008) explained that validitythie extent to which the research
data and methods used obtain considered precigectand accurate findings. The
definition also reflects on questions of how wdile tfindings reflect on the truth,
reality of the main questions. There are three kiofvalidity as noted by Saunders,
et. al., (2007)that is constructing, internal axtdesnal validity. Construct validity
refers to the process of establishing the corrpetational measures for the studied
concepts. The researcher ensures construct valiithis study by re-examining
data entered in the analytical software (SPSS)regferform any analysis, this was
hand in hand with repetition of analysis proceduregnsure that the answer(s) is
correct. Internal validity refers to the extentthich a researcher can prove that only
the independent variable caused the dependenblarialooks at the approximate
truth about inferences regarding cause-effect nsaarelationships. Internal validity
was not ensured in this study since the study didtest any hypothesis. External
validity is aimed at determining if a study’s fingis are possible to generalize
beyond the immediate case study. Since the studycanaducted at the headquarter
of TCC which is the administrator office of TCC bches in Tanzania, therefore, the
information obtained at this head office presehts test of TCC branches in the

county.

3.7.2 Reliability of the Study
The reliability of a measuring instrument is esti®d by determining the
association between the scores obtained from diftemdministrations of the

instrument (Joppeibid). An instrument is considered reliable if the damgrof
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association is high. The methods frequently usetesd reliability are test-retest,
split-half, equivalent-form and the Cronbach algAain, 2005). In this study, the
Cronbach alpha coefficient was used to calculatariternal consistency (reliability)
of the measuring scales. The Cronbach alpha iredtbat extent to which a set of test
items can be treated as measuring a single latergble (Amin, 2005) and is more

accurate and careful method of establishing thahkiity of a measuring instrument.

The Cronbach alpha reliability coefficient rangesni 0 to 1 (Sweet and Martin,
2008), the closer the alpha coefficient is to 1he, greater the internal consistency of
the items in the scale. According to George and rAfbid), a Cronbach alpha
coefficient of 0.70 or more is considered idealhétstudies, however, regard a
Cronbach alpha coefficient of 0.50 as acceptahlddsic research (Tharenou, 1993
cited in Lawshe, 2005). A Cronbach alpha of 0.7Camsethat 70 percent of the
variance in observed scores (the actual scoresnebtan the measure) is due to the
variance in the true scores (the true amount ofrdiepossessed by the respondent).
In other words, the score obtained from the meagumstrument is a 70% true
reflection of the underlying trait measured. Theref the measures of the variables

were conducted as follow.

Human resource functions outsourced by TCC fromieothe variables used were
port and customs procedures, health safety, adimdtis assistance such as driver
general workers and labourer, training of employsegurity services, human
resource planning, performance appraisal, acqumsif employee, recruitment and
selection, payroll, pre- employment test, legaleaspf human resource, benefit

administration, employee engagement survey, peetomanagement, carrier
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planning and job evaluation. Reliability check raleel a Cronbach alpha of 0.891,

which shows that the measure was reliable.

Effectiveness of the Human Resource Outsourcing Wariables used were
tangibility of the service, conformation, assuraiceroviding the service, reliability

of the HR provider, task flexibility of the HR prioler and responsiveness of HR
provider. The response mode of for these instrusn¢wariables) had a 5-point
Likert-scale and reliability check revealed a Cracit alpha of 0.794, which shows

that the measure was reliable.

Pros and cons of human resource outsourcing: thables used were control
operating costs, correcting poor financial perfanoes, improve company focus,
improve efficiency and establish competitive adeget, improve service levels,
improve customer service, minimize operating rigkeyvide resources not available
internally, achieve world class capabilities, nekills and ideas brought into the
organization , reduces possibility of favoritisitmprove employee morale and stay
competitive, access to technology that would bestquensive to duplicate internally,
replace outdated systems, eliminate inventory asll centralize and increase on
timely delivery. The response mode of for thes&rumsents (variables) had a 5-point
Likert-scale and reliability check revealed a Cracit alpha of 0.923, which shows
that the measure was reliable. Factors hinderirtyearabling effectiveness of HR
outsourcing: the variables used were integratiom©C and Erolink management
systems, regular meeting between Erolink and TCCnagers, sharing of
information between Erolink and TCC, co-operati@iween TCC and Erolink in

business process improvement and innovation, stdizdéion of the HR functions,
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automation of the HR functions and availabilityre6ources. The response mode of
for these instruments (variables) had a 4-pointettdscale and reliability check

revealed a Cronbach alpha of 0.797, which showdlleameasure was reliable.

3.8  Ethical Consideration

Ethical refers to the standards of behavior thadeyuvesearchers' conduct in relation
to the rights of those who become the subject ekaech, or are affected by it
(Saunders, Lewis & Thornhill, 2012). In this studlye researcher ensured that data
collection tools were taken to the research supervand hence an approval was
provided that gave the researcher a go ahead tectalata without causing any
unethical issues to the respondents. Before coillpdhe data, respondents were
informed the purpose of the study and the way d¢selts were used for. In addition
the Researcher ensures confidentiality of the gaitvided by respondents and
anonymity of the participants were observed. Thiiokd data will be destroyed

after completing the study hence observing ethizatters of the respondents



39

CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND DISCUSION

4.1  Introduction

This chapter presents the findings of the studyal$b analyses and discuss the
findings of the study in line with the objective$ tbe study in chapter one. The
chapter begins by providing demographic profildh&f respondents. It then presents

the findings followed by analysis and discussiotheffindings.

4.2 Demographic Profile of the Respondents
This section provides the profile of the respondeim terms of gender, age,

education and working experience of the respondents

4.2.1 Gender of the Respondents

The findings in the Table 4.1 below were generatgdg Cross tabulation in order to
explore the distribution of the respondent catexgotdy their gender. The results
show that there was no significant difference betwaumbers of male and female
working in the two sampled companies since p-valae 0.739 which is greater than

recommended p-value for the significance conditmaxist.

Generally, the results show that percentage of mele large than that of female.
This indicated that there was more male workinghese companies compare to
female. But since the study has both male and femespondents it can be said that
the results of this study contain the views of bothle and female respondents.
Specifically, the finding shows that 75.0% officeas TCC were male while at

Erolink male were 80.0%. Total percentage of matebibth company were 77.4%.
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Result further shows that 25.0% of officers at T@€re female while at Erolink

were 20.0% and total percentage of female in bothpany were 22.6%.

Table 4. 1: Cross tabulation of Gender of Respondés

Company categories
Officers of
Officers of TCC|Erolink Total
Male Count 12 12 24
% within Company
75.0% 80.0% 77.4%
categories
Gender of
% of Total 38.7% 38.7% 77.4%
Respondents
Female Count 4 3 7
% within Company
25.0% 20.0% 22.6%
category
% of Total 12.9% 9.7% 22.6%
Total Count 16 15 31
% within Company
100.0% 100.0% | 100.0%
category
% of Total 51.6% 48.4% 100.0%
X?=0.111 dfi=1 p=0.739

Source: Field data (2015).

4.2.2 Level of Education of Respondents

The results from table 4.2 were generated usingsdi@bulation analysis to explore
education levels of respondents. The reasons wigyslef education were recorded
was to show that the result come from people déddht level of understanding. The
results show that there was significant differegtiNieen employees of TCC and

Erolink in term of education qualification since p<0001.



41

Table 4. 2: Cross tabulation of Respondents Levef &ducation

Company category

Variables Officers of|Officers of
TCC Erolink Total
Diploma Count 2 13 15
% within Company
12.5% 86.7% 48.4%
category
% of Total 6.5% 41.9% 48.4%
Bachelor Count 7 2 9
Degree o4 within Company
43.8% 13.3% 29.0%
Responder category
ts level of % of Total 22.6% 6.5% 29.0%
Education
Master Count 7 0 7
Degree o4 within Company
43.8% .0% 22.6%
category
% of Total 22.6% .0% 22.6%
Total Count 16 15 31
% within Company
100.0% 100.0% 100.0%
category
% of Total 51.6% 48.4% 100.0%
X?=17.831 df=2 p= 0.000

Source: Field data (2015)

The results (table 4.2) revealed that significamembers of TCC’s employees were
holding degrees where both bachelor degree ancemdeagree holder had the same
percentage representative of 43.8%. But, majoritErolink’s employees (86.7%)

were holding diploma level of education. Howeveaséd on results majority of
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respondents had diploma level of education (48.4féljowed by those with
bachelor degree level of education (29.0%) and omdent that hold masters
qualification who presented 22.6% of all responderithe study indicated that

respondents were educated people who are ablenkoahd give objective answers.

4.2.3 Working Experience of Respondent
The study assessed the working duration of theoregmts in their jobs. Respondent
were told to rate their working duration on theispective companies. The aim was

to assess their experience in their company.

Table 4. 3: Cross tabulation showing Respondents Wkking Experience

Company category
Officers  of|Officers of
TCC Erolink Total
Below Count 0 1 1
2years o within
Company .0% 6.7% 3.2%
category
_ % of Total .0% 3.2% 3.2%
Working
experience 2-5years  Count 5 5 10
of % within
Respondents Company 31.2% 33.3% 32.3%
category
% of Total 16.1% 16.1% 32.3%
6-9 years Count 5 5 10
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% within

Company 31.2% 33.3% 32.3%

category

% of Total 16.1% 16.1% 32.3%
10-13 years Count 3 3 6

% within

Company 18.8% 20.0% 19.4%

category

% of Total 9.7% 9.7% 19.4%
14 yearsCount 3 1 4
and above o within

Company 18.8% 6.7% 12.9%

category

% of Total 9.7% 3.2% 12.9%

Total Count 16 15 31

% within

Company 100.0% 100.0% 100.0%

category

% of Total 51.6% 48.4% 100.0%

X?=1.970 df= 4 p=0.741

Source: Field data (2015)

The results of the table 4.3, clarify that in thedy sample there is no significant
difference between employees of TCC and Erolinkterm of their working

experience (p=0.741). Specifically, the statistizsre revealed that 3.2% of the
respondents have working experience of below twar yalowed by those who had
worked for the period of 2-5 years which is 32.3%woreover; it was shown that

32.3% have working experience of 6-9 years. Furtheas revealed that 19.4% had
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working experience of about 10-13 year. Furthermoi2.9% of sampled
respondents had working experience of above 14syelar general the result shows
that the largest percentage of respondents hadedanktheir respective organization

for long time.

4.3 Human Resource Functions Outsourced by TCC

The study first assessed human resource functiotsowrced by TCC from the
Erolink. Questionnaire was used to capture respusdepinions on which human
resource functions are outsourced by TCC from BkoliThe motive also was to
make respondents more aware of the general airhi®fstudy while enables the
researcher to know the kind of human resource imetpurchased by TCC from

Erolink.

From the results (Figure 4.1) it can be shown tegpondents were more aware that
TCC outsource the following services: recruitmend aselection of employees
(100%), security services (100%), administratiosistance (96.77%), training of
employee (83.87%), human resource planning (80.65%4yroll (77.42%), legal
service (70.97%), employees’ performance appraf@l74) and health safety
management to the employees (61.29%). but they Wdeeaware that TCC also
outsource employees’ carrier planning (48.39%) mmaluation (29.03%) and
employee engagement survey (12.9%). Apart from rdgcservice (which was
outsource from Ultimate Security company) and legalices (which was outsource
from any law firm when need arise) the remainintyises could be outsourced from

Erolink Co Itd.
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Figure 4. 1: Showing Human Resource Function Outseaed by TCC

Source: Field Data

4.4 Presentation of Results to the Research Objeatis

This section presents analysis of the results efstihdy obtained from the primary
data as well as discussion arose during intervieds @document reviews. To start
analysis and make the reader more aware of thes$ism, a reader can go back to
chapter one and review objectives of this studyriiduanalysis stage researcher
used mean scores, standard deviation and Chi-sgahres to explain the results of
specific objectives of the study. It must be ndtest the mean is the average value of
response for each item on the Likert scale. Thisingply the sum of the values
divided by the number of values. The implicatiorthat the item with the highest

mean is the one which most respondents choseeat haghly and vice versa.
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Standard deviation is however a measure of vanaiidis uses all the observations,
and is defined in terms of the deviation-|{) of the observations from the mean,
since the variation is small if the observations lamnched closely about their mean,
and large if they are scattered over considerabtarttes. This means an item on the
Likert scale with the smallest standard deviatimplies that respondents gave a

similar answer to that item compared with the ather

4.4.1 Effectiveness of the Human Resource Outsoung

The first specific objective was to assess effectess of HR outsourcing practices at
TCC. The researcher used service quality dimensienghe variables to perform
thereof. These dimensions are: tangibility, confation, assurance, reliability,
flexibility and responsiveness. The respondentficCC were given questionnaires
with 5 Likert points ranging from (1) strongly dgae (2) disagree (3) neutral (4)
agree to (5) strongly agree and told to rate hay thould agree the extent to which
the variables have been stipulated by human resquuvider in the human resource
outsourcing contract. However, frequency, meanescand standard deviation were
employed to compute the effectiveness of HR outsograt TCC and the results

have been shown in the table 4.5.

Table 4. 4: Effectiveness of the Human Resource gdurcing (Descriptive

Analysis)

Variable N Scale Mean STD Rank

HR provider(s) provides HR | 16 0|2 | 5| 9| 0344 0.727| 1
services with enough physica

facilitates, equipment and
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personnel (Tangibility)

HR provider(s) meets established 16 0|2]| 6| 8| 0338 0.719| 2
standards (Conformation)
HR provider(s) has enough| 16 0|2 ]| 7| 6| 1338 0.806| 3

knowledge, courtesy and high

ability to inquire trust and
confidence (Assurance)
HR provider(s) has required | 16 oO|2|7| 7| 0331 0.793| 4

ability to perform the promised

service dependably and
accurately (Reliability)
HR provider(s) is flexible when it | 16 0| 2|8| 5| 1331 0.793| 5

come to the adjustment of the

contract (Flexibility)
HR provider(s) is willing to help | 16 05| 3| 8| 0319 0911 6

and provide prompt service

(Responsiveness)
AVERAGE MEAN 3.34

Interpretation of mean

4.21-5.00 =Very effective
3.41-4.20=Effective

2.61-3.40= Somehow/moderate effective
1.81-2.60= Ineffective

1.00-1.80= Very ineffective

Source Data: Field Data (2015)

The results of the table 4.5 revealed that tangibdf human resource provider at
TCC was effective with the mean of 3.44. The resatintinue to show that TCC
employees perceived human resource provider waselsmm effective in
guaranteeing conformation (Mean 3.38), assurangaomiding the service (Mean
3.38), reliability (Mean 3.31), task flexibility (¢#an 3.31) and responsiveness (Mean
3.19). Moreover, the average mean was calculatddaamd to be 3.34 which imply

that human resource outsourcing at TCC was somemnosgrate effective.
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Tangibility

According to respondent opinion it was revealed thaility of HR provider to
provide service with enough physical facilitiesugomnent and personnel is effective.
It was further elaborated that “Erolink try very Wvén their human resource
provision to ensure that all necessary equipmemt personnel are there for
completion of their duties.” It was further argutiht one of the factors that made
Erolink to with the contact at TCC was its greatniner of man power.Abrahamson
and Park (1994) wrote that before a firm or compeimyose for an agency to which
they can outsource their human resource activig/necessary for a firm to be aware
of how long outsourcing vendor has been in theaurtsng business, know how the
company is organized in terms of staffing, and otecessary equipment. Sarwar
and Iram (2013) wrote that nowadaysmany companiesoarcing human activity to
save cost of operating business or company but swntiee challenges have been
listed to affect the quality of HR services from mpaHR-providersare insufficient

manpower and equipment preparation towards the jobs

In providing quality service in particular fieldi8& and knowledge to particular field
Is very important however (Sarwar and Iram, 208i8)tified that lack of proficiency
to manage HR outsourcing is among of the challetiygsis associated with human
resource outsourcing, it was further narrated byn\&., al.,(2008) that some of the
HR-providers performing human resource activityytlaee not competent on skill
and knowledge area hence lead to provision of m®wice to the purchaser
(company). Furthermore, the study argued that mbshe times human resource
functions in some companies, particularly Tanzariampanies, are outsourced to

HR-providers who are not well specialize in thedilt is also common to find HR-
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provider has weak equipment and technical expeitiese the ones at the outsourcing
organization. This is, in turn, lead to the poomgbetion of tasks as well as delivery

of substandard services.

Conformation

According to respondent opinion it was revealed thaility of human resource
provider to meet the established standard was somelfffective. Mostafa (2010)
wrote that in choosing human resource service pgewsi ability of HR-provider to
outsourced services should be considered firsts Wil enable the tender to meet
requirement. Therefore, references on the abilitythe HR-provider to deliver
according to the discussed standards should benetdthefore a contract is drawn up

and agreed.

However, the contract should be very clear abontices, cost and the basis upon
which it can be terminated. The understandabledemna conditions will enable HR-
providers to deliver services according to the etqteon of their customers. This
will also create upward communication between e parts and sufficient business
relationship. It should be also noted that the ssgcof any outsourcing program

hinges on the relationship between the companyHiwbrovider/ vendor.

This consistent with Bunoge (2012) who conductestualy in water and sewage
service in Kigoma region poor quality of serviceswdamed by customers and this
is because the human resource providers hired ggria Urban Water Supply and
Sewerage Authority (KUWASA) failed to meet the éditthed standard. It was

further narrated that lack of knowledge on amourdesvice demanded by Kigoma
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community, proper model of supplying and rely morebenefit gaining had led to

poor service provision and fail to attain the stddssued by the KUWASA

Assurance

According to responded TCC employees’ opinion théditg of HR-providers to
inquire trust and confidence was somehow effecige theHR-provider was said to
be somehow effective in knowing/understanding timel lof services was supposed
to be provided. Belcourt (2006) and Sriwongwann20®) recommend that human
resource provider to become effective they shoalkkehenough knowledge on their
work and on company into which they provide thesieex Therefore, TCC and other
companies which want to outsource their human regofunctions should ensure
those HR-providers are aware of the services neduattoutsourced; the depth of
their knowledge on both present and future needslldhbe measured. Relating to
this Abrahamson and Park, (1994) comment that asoatced employee may not
have the same understanding and passion for anipagan as a regular employee.
There is the potential that an outsourced employée come in contact with
customers and not be as knowledgeable of the argi@onm, resulting in a negative
customer experience. This being the fact the comphould make efforts to ensure
that employees outsourced/brought by HR-providerkarowledgeable and easy to

adopt culture of the company.

Reliability
It was revealed that according to the responded FGfs ability of the Erolink
(HR-provider) to perform promised service depengathas somehow effective. It

was argued that at low extent Erolink could needhes@xtra facilitations of TCC
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which are not on the agreement contract in ordguetidorm their tasks. The HR-
provider was very well equipped with material amdiiestrument necessary for
human resource service provision. This is why redpd TCC staff accepted Erolink
is somehow effective in executing agreed serviegseddably. It should be noted
that it is barely from many HR —providers to pravidervices without depending

highly on the equipment/assets of the outsourcer.

Flexibility

Flexibility refers to ability of accepting changesen it is needed. According to

responded TCC employees ‘point of view workers/@ygés of human resource

provider were somehow effective when flexibilityrisquired. It is should be know

that each company has its own methodology of defigehe services depend on the
industry in which the company is operating and dgeanf the seasons. Different

methods of operating as well as different prodesighs can be adopted at any time
in order to produce the products needed by theomests Therefore, it is better for

the human resource provider to be aware of the adstlused by company at any
time and be ready to change according to the réqiieke company when the need

to do so comes.

Walter (2006) elaborated that it is good for the -ptviders to be aware of
methodologies used by their clients-company and WweWthey are used. One of the
responded managers of TCC put it that the Erolirdhagement (HR-provider)
provides services as specified in the contract.iBilere is the need of changes, for
instance, the need of adding new features or emguoc reducing something in the

contact the management is flexible to change thecgecontracts.
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It was further noted that flexibility is one of thehallenges that the companies
encounter when out sourcing their services to HR4gers Company. Manisha and
Deepa (2011) highlighted that some HR-providers$ fal retain their contracts
because they are inflexible when the issue of amjeist of contract come. They
agree only if they see there is increase in beeafihing but if not they are not ready
to change for the benefit of their client-companiéte researcher has argued that
inflexibility of HR-providers can cost the compasiehich outsource their human
resource services since human resource are thdegjreassets in companies,
especially manufacturing companies like TCC. Thitekibility of HR-provider can
make the company incur more cost which may leaullodes and sometime can lead

to the closure of the business due to the bankrupt.

Responsiveness

Responsiveness is referred to the willing to held provide prompt service. It is
better for the HR-providers to be responsible teirtlduties. On the contrary,
Manisha and Deepa (2011) highlighted responsivemessy business is the root
cause of quality product delivery, responsivenesge snoney and time, and free
human resource time for core functions. Accordiagtite opinions of responded
TCC’'s staff it was revealed that responsivenesstEdflink’'s employees was

somehow effective.

After conducting descriptive analysis of the resulhe study went ahead and
performed multiple linear regression analysis & teow much dependent variable
(effectiveness of human resource outsourcing) obmnghen independent variables

(tangibility, reliability, conformation, responsiness, assurance and flexibility)
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change. The summary of regression analysis of tefeaess of human resource
outsourcing is presented on the table 4.6. Theltrabow that (Adj R square =
0.431) which means 43.1% of the variance of thectiffeness of human resource
outsourcing is attributed to tangibility, relialbli conformation, responsiveness,

assurance and flexibilityp€ 3.452, t= 4.689, p= 0.001).

The results continue to show that Except for theumsice f = 0.717, t= 1.74,
p=0.026) which was found to be significantly predeffectiveness of human
resource outsourcing at TCC the rest of the stufdietbrs of serves qualities which
were tangibility =0.030, t=0.091, p=0.930), reliability3 (= 0.177, t= 0.549,
p=0.599), conformationBE0.150, t=0.753, p=0.471), responsivendss {.165, t=
1.017, p=0.313 and flexibilitype 0.517, t= 1.740, p=0.116) do not significantly

predict effectiveness of human resource outsouraingCC.

Table 4. 5: Effectiveness of Human Resource Outsating (Regression Analysis)

R Square= 0.658 Adj R Square= 0.431
Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error [Beta t Sig.
1 (Constant) 3.452 .736 4.689 |.001
Tangibility -.030 334 -.040 -.091 930
Reliability A77 324 229 .545 .599
Conformation |-.150 199 -.198 -.753 471
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responsivenesy-.165 154 -.276 -1.070 [.313
Assurance 77 292 1.152 2.658 .026
Flexibility -.517 297 -.754 -1.740 [.116

a. Dependent Variable: Effectiveness of HR outsountg practices of
TCC

Source: Field data (2015)

The study has concluded that assurance of thecseprovided by HR-provider
matter a lot in human resource outsourcing cor#ag@CC since it has been found to
be significant service quality factor which detemmieffectiveness of the HR-
providers in this company. Erolink has been abléhatd HR-contract with TCC
because of satisfactory assurance Erolink has showime TCC. Therefore Erolink
should know that TCC consider assurance as the imgsirtant factor in measuring

effectiveness of HR-provider.

4.4.2 Pros and Cons of Human Resource Outsourcing

The second specific objective was to assess psars of HR outsourcing at TCC.
Questions were prepared in the form of Likert ssalih 5 respond mode ranging
from 1=strongly disagree, 2=disagree, 3= neutrahgfee and 5=strongly agree.
They were told to rate the extent to which theyldoagree with the questions
provided. The questions aimed at understanding tpénions on what have been the
advantages (pros) and disadvantages (cons) ofwoaisg human resource functions
in TCC-company. In other words the extent to whidBC have benefited from

outsourcing HR functions in one hand; and the exterwhich the company have

been harmed from outsourcing HR functions in otiemd. In the analysis process
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descriptive analysis method was used in which maah standard deviation was
used to rank the results according to the ord@riofity. The ranking process started
from the either most advantageous or most disadgaous factor to the least factor.

The results have been shown in the table 4.7.

The results in table 4.7 show that outsourcingush&in resource function at TCC has
show high advantage in term of operation cost cbras well as correcting poor
financial performances, with the highest mean 843and 3.75 respectively. To the
remaining factors, outsourcing of human resourceetions at TCC was found to
have brought moderate advantage. These were impeteof company focus
(Mean 3.38), improvement of efficiency and estdblismpetitive advantages (Mean
3.38), improvement of service levels (Mean 3.3Mprovement of customer service
(Mean 3.25), minimize operating risks (Mean 3.J8j)vide resources not available
internally (Mean 3.19), achievement of world claspabilities (Mean 3.13), new
skills and ideas brought into the organization (M&al2), reduces possibility of
favoritism (Mean 3.06), improvement of employee aberand stay competitive
(Mean 2.94), access to technology that would besiqgensive to duplicate internally
(Mean 2.81), replace outdated systems (Mean 2dlitjnate inventory risk (Mean
2.69) as well as centralize and increase on tirdeliwery (Mean 2.68). The average
mean was found to be 3.16 which were interpretedsamehow advantageous,
meaning that outsourcing of human resource funstionTCC has brought some

moderate advantage.
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Table 4. 6: Pros of Human Resource outsourcing atahzania Cigarette

Company (Descriptive Analysis)

Variables N Scale Mean| STD Rank
1 2 |3

Control operating costs 16 0 1 3 3.94 0.854 1
Correcting poor financial | 16 0 1] 7

3.75 | 1.0000| 2
performances
Improve company focus 16 0 2| 6 3.38 0.719 3
Improve  efficiency and| 16 0 1109
establish competitive 3.38 | 0.719 4
advantages
Improve service levels 16 0 3| 6 3.31 0.873 5
Improve customer service 16 1 1] 8 3.25 0.931 6
Minimize operating risks 16 318 3.19 0.834 7
Provide resources not| 16 0 2 | 10

3.19 | 0.750 8
available internally
Achieve world class| 16 0 1| 12

3.13 | 0.500 9
capabilities
New skills and ideas brought| 16 3 11| 4

3.12 1.258 10
into the organization
Reduces possibility of| 16 0 4 | 8

3.06 | 0.854 11
favouritism
Improve employee morale| 16 0 4 | 9

2.94 | 0.680 12
and stay competitive
Access to technology that 16 0 7165
would be too expensive tq 2.81 0.834 13
duplicate internally
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Replace outdated systems 16 3 2 7 3 1 2.81 1.16f 14
Eliminate inventory risk 16 0 6 |9 11]|0 2.69 0.602 15
Centralize and increase on| 16 0 5171 3|0

2.68 | 0.743 16
timely delivery

AVERAGE MEAN 3.16

Interpretation of the Mean

4.21-5.00 = very high advantageous
3.41-4.20= highly advantageous
2.61-3.40=somehow/moderate advantageous
1.81-2.60= low advantageous

1.00-1.80= very low advantageous

Control Operating Costs

One of the greatest advantages of outsourcing hugsurce at TCC according to
respondents’ point of view was control of operatoasts. The study argued that
access to the outside provider's lower cost strectwhich may be the result of a
greater economies of scale or some other advariiaged on specialization, is
clearly and simply one of the most compelling adaga of outsourcing. It was
added that companies that try to do everything s&wes may incur vastly higher
expenses; outsourcing helps to reduce burden tortdpmnization. There are many
empirical evidences indication that outsourcing mamgtribute to cost reduction by
providing improved economic of scale (Smith, 20I)ese cost savings are likely
to be especially in the delivery of administratisad transactional activities. In
addition, Smith ipid) highlighted that by allowing the firm to purchaealy the
amount of consulting support needed, outsourcimgerdnance flexibility as well as

improves cost efficiency by turning some fixed easto variable costs.
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Improvement of Company Focus

Study found that HR outsourcing in TCC have ledh® improvement of company
focus.The study argued that HR outsourcing lets ampany focus on broader
business issues while keeping the core functionthef business at place. It was
further explained that through outsourcing humesource managers get enough
time to perform more strategic roles which camtdbuting to establish the
company’s future goals and plan to achieve theimerahan spending time on staff

payrolls or keep checks on absence records.

For many companies, the single most compellingamasr outsourcing is that
several issues are siphoning off huge amounts ofagement’s time and attention
on the core function of the company. Too ofters tireates financial and opportunity

costs that affect the profitability of the company.

Sarwar and Iram (2013) wrote that most companyepseb outsource their activity
so that to achieve the core company focuses. AtseoS8gwanna (2009) had noted
that outsourcing is an organization-shaping managértool, which can lead to a
clearer more effective focus on meeting the custehmeeeds. Surely, companies
want to spotlight their core competencies; theyidgetting entangled and wasting
time performing task disadvantageous to those ctampees therefore outsourcing

some of the company activities are critical for thenpany’s everyday activities.

Increasingly, outsourcing can enable an organimatto accelerate its growth and
success through expanded investment in the areats affer it the greatest

competitive advantage and improve time to market.
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Improvement of Efficiency and Establish CompetitiveAdvantages

Study found that improve efficiency and competiti@dvantages have also been
realized in TCC following outsourcing of HR funat& There different studies put
stressed on the issue that human resource outsguigystem can provide
competitive advantage to the firm. The researclasrdrgued that in the case of HR
outsourcing a firm is availing more specializedvarss probably from a different
environment with different expertise and the knalge proficiency can help an
organization achieving a competitive advantage avecompetitors. In similar
manner, Kluge (2004) claimed that outsourcing hedpattain sustained competitive
advantage by improving performance as well astigeeip of internal resources for
core competencies. This is because the programulsties higher levels of
innovation throughout business practices and tdolggp it enables companies to
utilize their resources to better promote their petitive advantage and become

more aggressively in the market place.

Improvement of Service Levels

According to study results it was found that HR sowircing have lead to the
improvement of service levels at some average .lév@las mentioned that quality
performance of the products had become high simeeampany started to outsource

HR functions than may be possible with internal Eyges.

Improve customer service
A further advantage of outsourcing human resounc€GC is the improvement of
customer service. It was said that HR-provider brasight experts to deal with short

term issues that divert company attention away froesolving customers’
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complaints. Examples of such issues are delayeoptbduct delivering, unfavorable
product test and so on. In light of this fact Vigiand Globerman (1999) cited in
Weatherly (2015) noted that since outsourcing mtesi in-house staffs with
additional time, improved customer service is anil@my benefit. Therefore, with
the help of outsourced employees, it can be acddapt company get enough time
to recognize and respond to the dynamics of custesatpiirements. Questions are
answered expeditiously and issues are addressegpflyo Companies avoid being
targets of repetitive disputes and deductions asda result, customers are treated

equally (big or small).

From most literature reviewed, it is obvious thangicant number of authors

consider human resource outsourcing very importaateating customer loyalty.

Minimize Operating Risks

Study noted that with the help of human resourcesaurcing program TCC has
enabled to minimize operation risks such as invgnioss, product damage,
absenteeism of employees and so on. The same mgasltfound by Roberts
(2001)cited in Gupta (2012) who noted that HR ourtsimg considerably lowering
the business costs and risks. He added that HRowgteg increasing the
organizational flexibility, innovative capabilitiesand opportunities for creating
value-added stakeholder returns. Obviously, mangamzations preferred to
outsource due to the cutting down cost of productidevertheless, these reasons are
not without challenges. Some of the challenges lmeen listed as quality of HR
services from vendors (HR-providers), insufficientployee preparation towards the

jobs, and lack of proficiency to manage HR outsmgr¢Kluge, 2004).
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New skills and Ideas Brought into the Organization

According to respondent opinion new skills and glbave been realized in TCC in
the cause of human resource outsourcing. Thisdsvehat was concluded by Kluge
(2004) who put it that one of the advantages of ddfsourcing is to obtain skilled
manpower. One manager of TCC put it out that follgvHR outsourcing contact
TCC has obtained new employee management systemk whs not there before-
currently Information Technology (IT) applicatioase used to monitor performance
of the TCC employees, their holidays, provision inéentives and other fringe
benefits. Therefore, leads to ultimately increasedpctivity and low cost of
production. Ping (2010) wrote that HR outsourcimgphthe company to utilize the
kind of expertise that could not be produced irabyn Furthermore, Armstrong
(2013) put it that internal operations can be reduby outsourcing if not the

company will maintain it internally with higher dss

Access to technology that would be too expensivedaplicate internally
Likewise, human resource outsourcing at TCC hasltezbs to the accessibility of
technology that would be too expensive to duplicaithin the company without

third part player.

It was said that through outsourcing the companyehaeen able to get modern
security system that has reduced stolen of theyatedand revenue collected. Now
everything process of production is well organizethpare than before. Products are
marketed in and nearing countries through techncdbghannels and products are
distributed in a well-organized supply chain. Itsasaid that Erolink has enabled

TCC to acquire distributers in Zambia, Rwanda, Mokeue and Burundi. And
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these distributers are receiving TCC products alé age paying for the products

without coming to the TCC offices.

After conducting descriptive analysis of the adeges of human resource
outsourcing in TCC the study went ahead and conttest in order to identify

factor(s) which is the significant advantage of d&sourcing at TCC. Therefore,
one sample t-test was performed in which the tedtievwas the average mean
obtained previously in the table 4.7. However, tasults of the t-test have been

given in the table 4.8.

Table 4. 7: Pros of Human Resource out sourcing dtanzania Cigarette

Company
Test Value = 3.16
Variables 95% Confidencsd
Interval  of the
Sig.  (2{Mean Difference
t df tailed) |Difference [Lower |Upper
Achieve world class capabilities -.280 |15 |.783 -.035 -.30 .23
Minimize operating risks 132 |15 |.897 .027 -42 A7
Control operating costs 3.642 |15 ].002 T77 .32 1.23
Provide resources not availabl|
147 |15 [.885 .027 -.37 43
internally
Improve efficiency and establisl
1.196 |15 |.250 215 -.17 .60
competitive advantages
Improve company focus 1.196 |15 .250 .215 -.17 .60
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Access to technology that would
-1.666 15 |.116 -.348 -79 |10
too expensive to duplicate internally

Improve employee morale and sta

-1.309 |15 [.210 -.223 -.58 14
competitive
Correcting poor financial

-1.640 |15 [.122 -.410 -.94 A2
performances
Improve customer service .387 |15 .704 .090 -41 .59
Replace outdated systems -1.191 |15 |.252 -.348 -.97 .27
Improve service levels .699 |15 [.496 152 -.31 .62
Centralize and increase on tim

-1.529 |14  [.149 -.293 -.70 A2
delivery
Eliminate inventory risk -3.139 |15 |.007 -.473 -.79 -.15

New skills and ideas brought into thi
-111 |15 |.913 -.035 -71 |64
organisation

Reduces possibility of favouritism }-.457 |15 |.654 -.098 -.55 .36

Source: Field Data (2015)

The result of the t-test indicate that advantageluman resource outsourcing at
TCC has significantly been realized in control pemating costs (t=3.642, p= 0.002,
95%ClI= 0.32 to 1.23) and in elimination of inventaisk (t=-3.139, p= 0.007,
95%CI= -0.79 to -0.15). Therefore, the study hasctaled that significance pros of
human resource outsourcing at TCC are control efaipg cost and elimination of

inventory risk.

Next was analysis of the cons/disadvantages of humsource outsourcing at the
said company. Twelve variables were used to assmss of HR outsourcing that

have been identified by stafffemployees of TCCthiea same manner questionnaire
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with questions bearing a respond mode of five lilarale points ranging from
1=strongly disagree, 2=disagree, 3=neutral, 4=atyee=strongly agree was used.
Descriptive analysis was first used to determine thagnitude of business
disadvantage brought by HR outsourcing program @EC-The results have been
given in the Table 4.9.This was followed by t-t@gth the aim of recognizing

factor(s) that are significance disadvantage(s)oafsourcing human resource

functions in the company, with special referencé ©C.

The results of table 4.9 it can be interpreted thathighest disadvantage of human
resource outsourcing in TCC is staff dissatisfacand demoralization (Mean 3.00).
Nevertheless, this is not so very big disadvantgee the mean was interpreted as
“somehow or moderate disadvantage” of human resowentract in TCC.
According to the order of priority further disadvages of human resource
outsourcing were named as leakage of confidentiaditd loss of intellectual
property right (Mean 2.88), information leakage @vie2.87), reduction of in-house
technique and expertise (Mean 2.75), unexpectetd cb®peration (Mean 2.69) and
loss of strategic flexibility and innovativenessgdh 2.63). These were also rated at
the mean that was indicating they were somehowdd&s#ageous factors of HR

outsourcing at TCC.

Table 4. 8: Cons of Human Resource ooutsourcing atanzania Cigarette

Company (Descriptive Analysis)

Variables N | Scale Mean| STD Rank

1 /2 |3 |4 5
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Staff dissatisfaction and 3 1
14 3.00 1.240

demoralization

Confidentiality leaks and 6 2

loss of intellectual property | 16 2.88 1.204

rights

Information leakage 15 4 2.87 1.506

Reduction of in-house 5 4
16 2.75 1.291

technique and expertise

Unexpected costs o] 5 5
16 2.69 1.352

production

Loss of strategic flexibility 6 6
16 2.63 1.310

and innovativeness

Increased difficulty and 2 7

risk associated with
16 2.63 1.408

recruitment and selection

process

Poor quality of service by 6 8
16 2.56 .964

HR services supplier

A loss of internal 4 9
15 2.47 1.246

coherence

Longer  training and 5 10
16 2.44 1.263

induction periods needed

Loss of core activities and 6 11
16 231 1.078

critical knowledge

Lack of supplier 5 12
16 231 1.195

responsiveness

AVERAGE MEAN 2.63
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Interpretation of the Mean

4.21-5.00 = very high disadvantageous
3.41-4.20= highly disadvantageous
2.61-3.40=somehow/moderate disadvantageous
1.81-2.60= low disadvantageous

1.00-1.80= very low disadvantageous

Source: Field Data (2015)

Statistics in the table 4.9 continue to show th& élutsourcing could cause some
low disadvantage to TCC in term of poor qualitysefvice provided by HR services
supplier (Mean 2.56), a loss of internal coherefMean 2.47), longer training and
induction periods needed (Mean 2.44), loss of emtevities and critical knowledge
(Mean 2.31) and lack of supplier responsivenessa(Ve31). The average mean was
calculated and found to be 2.63 which indicate thanerally human resource
outsourcing program at TCC has caused some distyem (i.e. neither high nor

low disadvantages; it is just moderate).

However, if you can recall back in table 4.7 therage mean regarding advantage of
HR outsourcing in TCC was 3.16 which was also iating that HR outsourcing
have brought somehow advantage in TCC. Compariegettwo average mean (3.16
for the advantage and 2.63 for disadvantage) itbmaassumed that the benefits of
HR outsourcing program in TCC outnumber its shorticys. Therefore, the study
has concluded that outsourcing of human resourcetiin in TCC and other
companies in the similar industry can be used addbl for business improvement.
After discovered that HR outsourcing have brougisitiess improvement to the
TCC the study went ahead to calculate the propodiathe observed improvement.

The following formula was used in performing suélcalations.
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AverageMean. Advt — AverageMean. Disadvt
% of improvements = : . X 100%;
Maximumresponsepoint

? 3.16 — 2.63 ? ?
U ofimprovements = —— X 100% = 10.6%

From above calculation it can be assumed that HRooucing have contributed
10.6% of general business improvement to the T@Qther wards it can also be
said that 10.6% of business performance in TCOigributed by Erolink. Next is
the discussion of some cons/disadvantages of Hsbotding identified in this study,
it should be noted that discussion involves respats] opinions which was captured
during interview, researcher opinions and argumehtsther authors/researchers in

the field of HR management, particularly HR outsmuy.

Staff Dissatisfaction and Demoralization

Staff dissatisfaction and demoralization was theniper one problem of HR
outsourcing noted in this study. The discussioniptiat outsourcing of HR is a
form of restructuring that always results in diggd existing employees in a
company/organization. Usually, company provides legges with a sense of
identification and feelings of security and belorgi But once HR outsourcing
concept is introduced in such company these feglamg threatened and/or disrupted,
therefore, employees, may feel offended and comedDutsourcing of HR can lead
to the disintegration of an organization’s culturestead of empowering and valuing
employees, an outsourcing decision alienates askilldeemployees. This has been
supported by Elmuti and Kathawala (2000) cited wai5(2012) who found that

when company management thinks of outsourcing HRutabne-third of staff could
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resist outsourcing because of the risk of losirartjobs or being forced to work for
a HR provider who will reduce their benefits asIveal fire them when in the leg of
poor performance. In the interview process with ohéhe responded staff of TCC
she accepted that outsiders (outsourced emplogeesnore competent than inside

employees.

Concentrating on this discussion it can be acceipigdhuman resource outsourcing
leads the employees to feel frustrated and unirapbto the company which often
results in reduced morale among employees and leadsssatisfaction. Most of
time, HR-providers do not form personal relatiopshwith staff of outsourcer-
company and find it difficult to resolve HR-relatdsputes in a timely fashion. This
frustrates the staff/employees of outsourcer-compsince they may not be able to

communicate properly with the outsourced employglestly over business issues.

Babcock(2004)cited in Bratton and Gold (2007) assethat in an HR outsourcing
arrangement, existing employees of the companybeatniansferred to the authority
of the outsourced firm/ HR provider, transferredernally to other functions,
outplaced, and/or offered voluntary retirementssdme circumstances redundancies
and layoffs of staffdo occur. The study argued timatertain cases, the service
provider employs the entire displaced workforce hal either negotiate higher fees
from the company or reduce the salaries/wages efethployees to accommodate

what is perceived to be surplus or inefficient labo

Information Leakage
Study found that leakage of confidential informatie also another disadvantage of

HR outsourcing in TCC. Responded staff of TCC wastlee view that at some
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extent some sensitive information of the companghsas organization structure,
financial records, production formulas and straegas well as other virtual
workings information might have been released butugh outsourced employees.
In reality, the life-blood of any business is thdormation that keeps it running.
Always these information is sensitive and config@rdnd when they are released to
the outside companies there is a risk that theidenfiality may be compromised

and used by competitors to defeat the company.

Even if the outsourced partner is thoroughly tested their internal security
processes there is always the risk of data ge#tingn or fraud being committed
leading to loss of reputation and client confidenitds through this fact that the
researcher recommended that if the HR outsourciragram involves sharing
proprietary company data or knowledge such as basirprocesses and safety
measures undertaken so that the outsourced p&talele to execute the task in hand
much care is needed to make sure that the datatiscped and contract has penalty
clause if an incident occurs. Moreover, Cooke (3@dd in Ping (2010) wrote that
a major downside to outsourcing is that the busirtess to forego some degree of

privacy over its core business secrets.

Reduction of in-house Technique and Expertise

This was also voted to be somehow disadvantagebu$Rooutsourcing. It was
argued that at the time when Erolink got the caitsmme of the experienced staff
was forced to resign since their positions werenaly other authority while others
voluntarily decided to quit the job since they werat happy with the program.

Norman (2009) commented that hollowing out of thR Kfunction reduces the
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amount of knowledge about the workforce controded owned by the organization.
Moreover, a sharp cut in the number of HR positioay reduce the ability to attract
high quality workers. It was also narrated thatrently in TCC there some positions
which do not have in-house employees with the skileded to handle the position;
the works are performed by out-house employeessé&tprently, if Erolink decides
to terminate the contract abruptly surely the T@@ipany will fall down. Actually,
transferring an HR activity to the HR-provider ctake a year or more and the

switching costs may make it very difficult and dpsb return the activity in-house.

Further, Sarifuzzaman (2012) wrote that when kndgéable staff people are
eliminated or absorbed by the HR provider, the aedated know how and business
knowledge goes with that staff member. Attemptthim future to return the process
in-house will not have the benefit of key persomnwéh the needed knowledge on
staff. It was furthermore elaborated that becausewkedge is non-quantifiable,

organizations fail to value this asset when thiogting some other program that
directly affect in-house employees such as HR autsprogram. The retention of
corporate wisdom should be taken into account wbensidering the issue of

outsourcing. Norman (ibid) narrated that the majsk of outsourcing is that the

company may not be building its value in terms efspnnel, in-house knowledge,
and infrastructure. In this case, the value of @isaurcing agreement with a provider

becomes less effective than produce by using amiak department.

Unexpected Costs of Production
The study noted that unexpected cost of produstias perceived by TCC'’s staff to

be somehow disadvantageous of HR outsourcing. & avgued that HR provider
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knows that part of the business outsourced bdtter the outsourcer and will ensure
that the contract is carefully (and advantageoushgrded which can be
disadvantageous to outsourcer company. In the ssmu with some colleague, who
shown interest in this topic, the discussion hddrastronger suggestion that human
resource outsourcing is associated with hidden. ¢dstiential hidden/indirect costs
include a reduction in staff satisfaction and emgagnt which leads to a sense of
distance between staff and the company which in tead to the reduction of
business performance. In the discussion with onthefexperts in the field of HR
management, Mr. Mwelele Steven, he complaineddbiaipany may sign a contract
with the HR provider that will cover the details tife service that they will be
provided. Anything not covered in the contract vad the basis for company to pay
additional charges. Additionally, outsourcer-compamrperience legal fees to retain

a lawyer to review the contracts signed writterobtsourced-company.

Loss of strategic flexibility and innovativeness

At some extent loss of strategic flexibility anchavativeness is the disadvantage of
human resource outsourcing in the company. Theystumdued that the contract

agreed upon by the outsourced and outsourcer caegpsainould be flexible enough

to support contingencies and at the same time mgidugh to ensure that the

outsourcer company'’s interests are protected bedhescontract is the key to loss of

business control.

Without addressing issues in the service level eagemt such as successful
job/project completion rate, response time and autftlear guidelines bearing terms

and conditions of the contract proper control & tdontract and well as business in
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general cannot be maintained. Therefore, to ensaménuation strategic flexibility
and innovation in both companies (outsourced antsoowcer-companies) there
should be effective communicate and establishmdnta omutually beneficial

partnership promotion.

Provision of Poor Quality of Service by HR provider

The study found that at low extent HR outsourcimggpam have been associated
with poor gauality of the human resource servidesGC. Essentially, it was noted
that HR outsourcing could have low disadvantageBG in term of quality of the
service provided. It was argued that many humaoures providers supply their
services at limited costs in order to maximize prdfowever, decreased costs of
serving often result in decreased quality of th@ise provided which in turn lead to
the reduction of business performance in the sidmitsourcer-company. Moreover,
since the contracts fix the price, the only wayHiB providers to increase profit is to

decrease expenses.

This is online with the results of the study conedcby Chowdhury (2012) who
found that 46 percent of the sampled outsourcemspanies felt that the services
were provided by their HR providers did not help itoprove their business
performance. Berry (2007) noted that HR providersdt provide HR services in a
single company-they usually search for more andensompanies to which they can
offer their services. They one provider might béedag to the needs of several
companies, therefore, will not be able to give eathheir outsourcer-companies
100% attention hence lead to poor quality of HR/iserdelivery. On the other hand

Mululi (2004) wrote that unless a contract speaific identifies a measurable
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process for quality service reporting, there colld a poor service quality

experience.

Loss of Core Activities and Critical Knowledge

The loss of core activities and critical knowledgéhe cause of HR outsourcing was
rated negligible in TCC. However, the study diseussoted that after outsourcing
human resource function to a provider, the compaapagement may give up too
much control over the company’s human resourcetime or the company may
become too dependent on the HR provider. Dependandyloss of control create
the risk of the business not being able to opesateessfully if outsourcing is no

longer an option for the company or if the provideanges the terms of the contract.

Moreover, outsourced employees may not have the sarderstanding and passion
for an organization as regular employees. Therthespotential that outsourced
employees will come in contact with customers aadbe as knowledgeable of the
organization, resulting in a negative customer dgepee. Further, outsourcing lead
into losing of management control of business fiamst mean that company may no
longer be able to control operations and delivesblf activities that they outsource.
No matter how dedicated an outsourced team isardly happens that they can
exercise the same degree of dedication that amusérteam under the constant and

watchful eye of the management can.

After conducting descriptive analysis of the valégbfor assessing cons of HR
outsourcing the study went ahead and conductedt tapalysis. The reason of

conducting this test was to identify factor(s) thauld be significantly shortcoming
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of HR outsourcing program in TCC. The results tddt have been given in the table

4.10 below.

Table 4. 9: Cons of Human Resource out sourcing danzania Cigarette

company (T-Test)

Test Value = 2.63
95% Confidence
Interval of the
Mean Difference

T df Sig. (2-tailed) |Difference [Lower Upper
Loss of core activities an

-1.178 |15  [.257 -.317 -.89 .26
critical knowledge
Loss of strategic flexibility and

-.015 |15 [.988 -.005 -.70 .69
innovativeness
Reduction in in-house

372 (15 |.715 .120 -57 .81
technique and expertise
Lack of supplier

-1.062 |15 [.305 -.317 -.95 .32
responsiveness
Poor quality of service by HR

-280 |15 [.783 -.067 -.58 .45
services supplier
A loss of internal coherence [-.508 [14 .620 -.163 -.85 .53
Confidentiality leaks and los

.814 (15 |.428 .245 -.40 .89
of intellectual property rights
Unexpected costs 170 |15 [.867 .058 -.66 .78
Staff  dissatisfaction ang

1.116 |13 [.285 .370 -.35 1.09
demoralization
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Increased difficulty and risk
associated with recruitmen]-.014 |15 .989 -.005 -.76 .75

and selection process

Longer training and induction
-.610 |15 |.551 -.192 -.87 48

periods needed

Information leakage .609 |14 |[.552 .237 -.60 1.07

Source: Field Data (2015)

The results of the table 4.10 reveal that all ol=#rcons/disadvantages of HR
outsourcing were most significantly disadvantaddss is because probability value
of each factor was greater than recommended maximalwme of 0.05 for the
significance condition to exist. Additionally, toomfirm that they were not
significance disadvantageous, the confidence iatenf each of the analyzed
variables at 95% was greater passing through zexa#nging from negative side to

the positive side).

4.4.3 Factors Hindering and Enabling Effectivenessf Human Resource
Outsourcing

The third specific objective was to assess theofactindering and enabling
effectiveness of HR out sourcing. Questions werepg@red and sent to the
respondents of Erolink to give their perceptionsach factors are either hindering
or enabling their performance in providing humasorgce services at TCC. The
response mode of the question was in the Likertescanging from l=agree,
2=disagree, 4=good, 5=excellent. The researchel twge statistical indices, namely
individual content validity index (ICVI) test andmtent validity index for scale

(SCVI) test. Normally these indexes are calculated items’ relevance or
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applicability of the items and utilized frequencgtal So, these testes are the
applications or extensions of frequency analysistatistical term. Therefore, an
ICVI was computed for each of the variable to ustierd which factors hinder and
which factors enable effectiveness of Erolink’s égpes at TCC. The ICVI test
was computed using the individual content validétio developed by Bloom (1975)

on the bases of the following formula:

cvi=—=

SumofICV]

SCVI = -
Totalnumbero fICVI

Whereby,
E=represents number of respondents who agreeththaem was relevant;

N=the total number of respondents to that partrcitsn.

The ICVR results range between -1 and +1 with pasivalue an indication of
relevance. In this analysis the results of ICVI eventerpreted in two levels,
“hindering factor or obstacle” and “enabling factmr supporter”. The SCVI was
calculated as the proportion of items within a dontaven a rating of relevance by
all respondents. The results are shown in tablg Below. In interpreting the results
of index analysis, the negative value indicatesléimg factor and the positive value

indicates enabling factor while zero indicateshaithindering nor enabling factor.
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Table 4. 10: Factors Hindering and Enabling Effectreness of Human resource

Outsourcing

Variables N Scale ICVI | SCVI
1 3 4

Integration of TCC and Erolink 15 1 8|5 1 -0.20

management systems

Regular meeting between Erolink and5 1 716 1 -0.06

TCC managers 0.13

Sharing of information between| 14 1 6 | 4 4 0.14

Erolink and TCC

Co-operation between TCC andb5 2 8| 3 2 -0.33

Erolink in business process
improvement and innovation.

Standardization of the HR functions | 15 1 5 7 2 0.20
Automation of the HR functions 15 1 3 7 4 0.46
Availability of resources 13 0 1] 6 5 0.69

The results of the table 4.11 show that factor$ Wexe perceived to be supporting
Erolink in providing effective HR services were aahility of the required resources
(ICVI was 0.69). Furthermore this can also be mteted that resources needed to
provide effective human resource services werelabai to employees brought by
Erolink in TCC at 69% and therefore the deficitimfportant resources was at 31%
which is not so big to cause problem. This reseifects the result of the table 4.5
where the staff of TCC responded that tangibilitg.(enough physical facilitates,
equipment and personnel) of Erolink was high amdefore Erolink was effective as
regarding to the tangibility of HR services exedut&he results of the table 4.11
continue to show other factors that were supportir@link/HR provider in
providing effective HR services at TCC to be staddation of the HR functions
(ICVI 0.20), automation of the HR functions (ICVM®) and sharing of information

between Erolink and TCC (ICVI1 0.14).
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On the other hand factors that seemed to deprafestigEness of Erolink in
providing HR services at TCC were perceived by @yges of Erolink to be lack of
integration of TCC and Erolink management systel@¥/I(-0.20), lack of regular
meeting between Erolink and TCC managers (ICVI6eD&nd lack of co-operation
between TCC and Erolink in business process impnev¢ and innovation (ICVI -
0.33). But the general results revealed positive/IS@f 0.13 which implies that
enabling factors outweigh hindering factors anddfwe the study concluded that
outsource employees at TCC have been provided wibnducive

environment/conditions for them to work better.

Standardization of the HR function/activities

According to respondents’ opinion it was revealéa@ttthere was the proper
standardization of HR activities at TCC and thissveanong of the factor which
enabling the effectiveness of HR outsourcing. Iswaagued that TCC management
has been maintaining strategic responsibility tsuea standardization human
resource functions and maintain the relationshiphwkrolink. It was further
discussed that operational issues are handlediausevels, but do not delegate the
alignment of company interests with its HR providér was also said that
relationship between TCC and Erolink is well stawetin which the plan are made
well under top-down approach model. Armstrong (30i&ported that for the
effective HR outsourcing contract meeting agendaseting schedule and

performance reports need to be defined and designed

Automation of the HR functions
Study revealed that automation of HR services whiak done with the help of ICT

applications to monitor the progress and perforraarfcthe worker was among the
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factors enabling Erolink to provide effective humaasource services. It is well
know that automation at work help to save time ewgts of performing work. In this
days of modern technology there many informatiosteays to manage human
resource in an organization, these Human Resowfoemation Systems (HRISS)
address HR needs with respect to planning, emplayEemation access, and
employer regulatory compliance. Corbett (2004) wrttat the internet and new
generations of software have revolutionized HR nimfation systems, significantly
improving HR productivity, increasing control of playee benefits, streamlining
compliance efforts, facilitating the managemenpayroll functions and lowering the

cost of recruiting.

Availability of Resources

According to respondents’ opinion it was revealedt there are enough resources
(i.e. physical equipment, manpower) for the Erolittk perform HR functions
properly. The discussion in this study accepted Bralink is well prepared in term
of resources required by any HR-firm in provisiohpooper HR-function. It was
further mentioned that apart of having enough cdempwand human resource
management soft-wares, Erolink also have thredbggs to assist transportation of

its employees who are working at TCC.

In the morning the buses pass along the major raadsollect Erolink’s employees
who are going to work at TCC. Likewise in the evgnonce they have done with the
daily works the buses carry them from the TCC placd distribute them to their
residential areas. It was said that these buses I@en of great help to the Erolink’s
employees since there is the biggest transporicgeproblem within the City of Dar

es Salaam.
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Sharing of information between Erolink and TCC

Study found that the exchange of information betwEeolink and TCC was low

provided. This being the case inadequacy of inféignasharing between the two
parts was regarded as the factor that obstaclete#eprovision of human resource
services by Erolink at TCC. The study argued thme of the principles of business
performance between two parts/companies that arkinwgptogether in any form of

association is setup of system which allows a oowtis exchange of information
between two parties. However, as already notedy earkection 4.3.2 fearing of

sensitive information leakage is the one of thegégsj issue that hinders the

willingness of company to share information witle tHR provider.

Integration of TCC and Erolink Management Systems

Incorporation of the two systems between outsotroerpany and outsourced-
company is very important since it enable simpdificn of the work performed by
HR provider. In spite of that study found that aofethe factors that undermine
effectiveness of human resource provider was ldaktegration between TCC and
Erolink Management System. It was argued that TG@agers were not willing to

integrate their systems with that of Erolink foe tlear of information leakage.

Regular meeting between Erolink and TCC Managers

Study found that insufficient number of regular tirgge between TCC and Erolink
managers could be among the factors underminerpafece of Erolink in providing
HR service at TCC. It should be noted that holdiegular meetings between the
management of outsource-company and outsourcedaiomis very important to
maintain management relationship. Knowing thatlibsiness world is competitive

in nature, business people need regular persoteahotion more than ever. Although
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telephone and online communication allow for a @ment and quick means of
interaction and provide an avenue for quick shaohgdeas but negotiations are
actually best dealt with personal physical meetinfise researcher argued that
managers of both side should get together perithgica iron out any issues.
Through meeting they can discuss different thingceoning performance of the
activities whether there is somewhere need amengn@nrection to taken

immediately to prevent company loss.

4.4.4 Performance implications of HR outsourcing aTCC

After analyzing factor enhancing and hinderingeffectiveness of human resource
outsourcing the study went further and analyzingopmance implication of human
resource outsourcing at TCC. For that reason tidystnalyses company growth
intern of the profitability for six years periodQ@1-2006) before outsourcing HR
functions from Erolink and six year period (20083 after starting outsourcing
human resource functions. It should be noted titaf $tarted outsourcing human

resource functions from Erolink in the year of 2007

Table 4. 11: Profitability of TTanzania Cigarette Company

Year Profitability/Net Change of| % Change
Income (TZS’ | Profitability of
Millions) Profitability

2001 21600

2002 22100 500 2.31

2003 24700 2600 11.76

2004 25600 900 3.64

2005 25800 200 0.78
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2006 26900 1100 4.26
Mean Dbefore HR

outsourcing 24450 1060 4.55
2008 31063

2009 46028 14965 48.18
2010 60200 14172 30.79
2011 70942 10742 17.84
2012 85941 14999 21.14
2013 78058 -7883 -9.17
Mean after HR

outsourcing 62038.67 9399 21.76

Net income data were picked from the annual repats TCC over the

aforementioned periods and analyzed to determineitfrrate of the company in
term of its profitability. From the results (talel2) it can be noted that profitability
trends of TCC in both two periods (before and aft&arting outsourcing HR
functions) from the Erolink were waving upwards eThean profit before outsource
HR function was found to be TSH 24450 Million ah@ &annual change of the profit
was at the average of 4.55%. On the other handmids@n profit after outsource
human resource function was 62038.67 Million wlalenual change of the profit
within this period was at the average of 21.76%is Timplies that there was high
increase of the profitability year after year ire theriod after starting outsourcing

human resources functions from the Erolink.

The study went ahead and calculated the growth afferofitability in both two
periods. The calculations were performed as follows

Growth Rate Before Al (1+9)" =An
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21600(1+gf = 26900 Al (1+g)" =An
(1+g)®=26900/21600 31063(1+gf = 78,058
g=0.037 =3.7% (1+g)° = 78058/31063
Growth Rate After g= 0.165= 16.5%

According to the calculation above the study nateat TCC growth rate of the
profitability in the six years period just beforesing outsourcing human resource
was 3.7% which is lower compare to the growth natie six years period just after
starting outsourcing human resource where the tphofity grown by 16.5%. Now
this tells us that outsourcing of the human ressdonctions have associated with
high rate of company growth in term of profitalyiliffhe percentage change of the
profitability or company growth is 12.8% (16.5%-%Y. This clarify what was found
in the previous section 4.3.2 of this study wheémnas found from the respondents’
point of views that HR outsourcing program haveulgid business improvement to
TCC worth 10.2%.However, figure 4.2 shows that dreh profitability in TCC in

both two periods under review.

sourcing Outsaurcing

80000 00—

B0000.00— '

Net Income (TSH' Millions)

40000.00—]

20000.00—]

T T T T T T
20012008 2002/2009 200372010 2004/2011 2005/2012 2006/2013
Years: Before/After starting HR Outsourcing in TCC

Figure 4. 2: Trend of Profitability in Tanzania Cigarette Company

Source: Secondary Data (2015)
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Conversely, it may be not only outsourcing prognahich have induced this high
growth rate other factors might have been changeérewithin the TCC-company
or within the economic sector and favor profitagibf TCC in the production period
of 2008-2013. Therefore, the researcher wants atesgarcher to examine what
other factors apart from the outsourcing HR frora Erolink have persuaded high

growth of profit in TCC.

4.5  General Discussion of the Findings

In this section the researcher provided generaludson of study findings. This
discussion come from the conclusion of the studydd from the analysis of the
study findings, ideas contributed by respondentsinduinterviews, ideas of
researcher and other peoples who shows interesitisnstudy and contribute their
views, accordingly, in one way or another. Alsadings of other researchers in this

area were included to justify the results of préséundy.

The study has accepted that human resource ouitsgumings positive performance
in an organization. This conclusion was also attdiby Farrell (2004) how noted
that human resource outsourcing have been helpinguiting operation cost,
increase capacity of organization, increase qualitthe products which eventually
lead to the increase of profitability. However, ttedy argued that the debate that
human resource brings organization performance eisofning more critical in
today’s increasing conditions of competition. Jlis¢ it was narrated by agency
theory human resource provider (agent) has thetyalof making Outsourcer
Company (principle) perform better or poorly. Ineasuman resource provider

performs the work better the outsourcer companyhtriig able to lower production
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cost at significant amount. This has also beenagxgtl by transaction cost theory. In
the same line Edwards and Rees, 2005) wrote thaiddse performing the

administrative services such as catering, cleanergployee transportation, and
security as outsourcing, operations of some huneanurce practices like training
and payroll via outsourcing contribute the desipedformance positively by means

of only true strategy while organizational cultgteaping the strategy.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter reviews the study background and tibgs; and summarizes the
researcher findings and gives conclusion of thelystélso, recommendations are
provided to suggest possible solution to the impacutsourcing Human Resources

(HR) functions on performance companies.

5.2  Summary of the Study

The intention of the study was to examining the astpof outsourcing Human

Resources (HR) functions on performance of privaenpanies by focusing on
Tanzania Cigarette Company (TCC) as a case stutig Study posed four

investigative questions in order to attain its objes. The questions were: How
effective are HR outsourcing practices at TCC? Wdrat pros and cons of HR
outsourcing at TCC? What are the factors hindeand enabling effectiveness of
HR outsourcing at TCC? And lastly what are the grenbince implications of

Outsourcing. The results obtain in the study towamsthe above question can be

summarized as follow.

5.2.1 Effectiveness of HR outsourcing practices atCC

In consistent with the first study objective, itshiaeen revealed that specifically the
study reported that in terms of ensuring tangipitif the service HR provider was
effective. But HR provider was somehow effective term of guaranteeing
conformation, assurance, reliability, flexibilityn@ responsiveness. Generally

effectiveness of human resource practice on pedoo®m of Tanzania Cigarette
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Company (TCC) was just moderate neither high nar [bhis is to say that Erolink
is providing service at the medium level. The statyp noted that assurance was the
factor which was prediction/determines effectivened HR provider at TCC.
Therefore Erolink has to put more consideratiortt@massurance of its HR services

providing at TCC.

5.2.2 Pros and Cons of HR Outsourcing at TCC

From the results of the descriptive analysis thel\strevealed that human resource
outsourcing has both advantage and disadvantageaorania Cigarette Company.
According to respondents’point of view it was idéatl that HR outsourcing
program have shown high advantage to TCC in termpefating costs control and

correcting poor financial performance of the orgation.

However, according to the order of importance,as\found that HR outsourcing has
brought moderate advantage in TCC in term of imenoent of company focus,
improvement of efficiency and establish competitadvantages, improvement of
service levels, improvement of customer servicayimmize operating risks, provide
resources not available internally, achievement vadrid class capabilities,

establishment of new skills and ideas in organmiratireduces possibility of

favoritism, improvement of employee morale and stampetitive, access to
technology that would be too expensive to duplicgaternally, replace outdated
system, eliminate inventory risk as well as certeabnd increase on timely delivery
of the products. But in general term the study tefed that human resource
outsourcing have brought moderate advantage. Fumrtiselts of t-test revealed that
significant advantage of HR outsource in TCC wasantrol of operating costs and

elimination of inventory risk.
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Concerning disadvantage of HR outsourcing the stémiynd the following,
according to the order of priority, are the moderafisadvantages: staff
dissatisfaction and demoralization, leakage of icemitiality and loss of intellectual
property right, information leakage, reduction nfhouse technique and expertise,
unexpected costs of operation and loss of stratibgxibility and innovativeness.
Factors which were noted to be also disadvantafé$Rooutsourcing were poor
quality of service provided by HR provider, lossimtiernal coherence, long training
and induction periods needed to train outsourcegpl@yaes about the company
culture, loss of core activities and critical knedyje and lack of HR supplier
responsiveness. In generally disadvantages of huesource outsourcing in TCC
was noted to be also moderate but after conducbtigh analysis using t-test the
study noted that all these disadvantages wereignufisant. So, the study concluded
that disadvantages of HR outsourcing at TCC wemnepess and they are just

normal business weaknesses.

5.2.3 Factors Hindering and Enabling Effectivenessf HR Outsourcing at
TCC

With respect to the results of the study it waseeded that factors which were
supporting effectiveness of HR provider at TCC wawilability of the required
resources such as physical facilitates/equipmehpansonnel, standardization of the
HR functions, automation of the HR functions andrsig of information between
Erolink and TCC. Meanwhile factors which could debability of HR provider
from providing effective HR services were lack ofegration of TCC and Erolink
management systems, lack of regular meeting betieeimk and TCC managers,

and lack of co-operation between TCC and Erolinkusiness process improvement
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and innovation. Moreover, analysis indicated thed $strength of enabling factors
was higher than that of hindering factors and tloeeethe study concluded that
outsourced employees at TCC have been provided wibnducive

environment/conditions for them to work better.

5.2.4 Performance implications of HR Outsourcing af CC

The aim was to test if HR outsourcing associatd whe increase of the company
growth. Therefore, profitability of TCC for the spear period just before outsource
HR from Erolink and six year period just after sitay outsourcing HR services were
analysed. The results shown that profitability @O had grown by 3.7% over the
six years period before outsourcing HR from theliekowhile percentage growth
was 16.7% over the six years period after stamgourcing HR from the Erolink.
With these results the study concluded that therg@asitive implication of HR

outsourcing in TCC.

5.3 Conclusion of the Study

The study was all about the impact of outsourcinghén resources functions on
performance of private organizations. TCC (outsegrcand Erolink Company

(human resource provider) were included in theystulderein respondent came from
the managerial positions of both two companies whoe selected purposively. The
study used inferential analysis (i.e. descriptinel #CVI1), non-parametric analysis
(i.e. t-test) and parametric analysis (i.e. regoessanalysis) to reach to the
conclusion of the study. The study has concluded eitsourcing HR function has
positive impact in the organization performancewdwer there are some factors
which need to be present for the HR outsourcingraochto be meaningful in the

organization. These factors are like those whicrew®ted to be enabling factors for
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the Erolink to provide effective HR services at T.ACshould also be known that
assurance of HR provider/supplier is the greatedbf that determines effectiveness

of HR service provided on the site of outsourcanpany.

5.4  Recommendations of the Study

Based on the findings of the study the followingcammendations have been
identified in order to improve impact/outcomestod HR outsourcing function in the
company. These are as follows;

» The TCC and other companies which have implemehrtBdoutsourcing
program in their daily operations should prepareeraffective strategies in
their contract to ensure the human resource daeswuitffered by HR providers
are very high efficient to enable the company tm gaore profit and attain
their goals.

* Also, Human resource providers such as Erolink Ehtvy on their level best
to ensure that the services they are providingjaadity so that it can enhance
the performance of the outsourcer-company.

* Tanzania Cigarettes Company should ensure factbr @sl standardization of
activity, automation of service and other enhandawgor are highly provided
to create the favorable environment for human nesoprovider to provide
efficient service. Also both TCC and Erolink com@anshould ensure those
factors that hinder the provision of efficient H&&ces are rectified.

* The study also recommended importance HR-provig@nwtest much on the
equipment and/or resources needed in the provisifommuman resource
services. Acquisition of enough equipment guarantassurance of the

service which outsourcers are highly consideriogifthe HR-providers.
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5.5  Area for Further Study

The researcher has recommended two more study ta@ohducted by other
researchers

() similar study but should consider other compapgrt from TCC in order to come
up with the clear picture of the impact of outsaougc HR functions on the
organization performance.

(i) Also more studies should be conducted on thallenges of human resource

outsourcing to both company performance and jolketeaamployees.
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APPENDENCES

Appendix I: Questionnaire to the Managers of TCC

This questionnaire aim at gathering informationfétE IMPACT OF
OUTSOURCING HUMAN RESOURCES FUNCTIONS ON ORGANIZAON
PERFORMANCE, focusing at TCC,the information praddvill be used purely for
academic purpose as part of fulfillment of Mast&®&gree in Business
administration. Any information given would not isclosed, and the degree of
confidentiality will be observed.

Kindly tick ( V) the appropriate space or fill in the blank

PART A: GENERAL INFORMATION

1. What is your gender

Male (1) Female (2)

2. Your level of education

Diploma (1) 1st Degree (2) Master (3 PHD (4)

3. How long have you been working at TCC?

Below 2 yr (1) | 2-5yrs (2) 6- 9 yrs (3) 10 -13 Above 14
yrs(4) yrs (5)

4. The study wants to know human resource functiosaurced in this

organization. Select all applicable.
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SIN | Variables Tick ()
i Health services

il Administration assistance such as Drivers,
General Workers, Laborers

iii Training of employees

% Security services

v Human Resources Planning

Vi Performance Appraisal

Vii Acquisition of employees

Vil Recruitment and Selection

IX Payroll

X Pre-Employment Tests

Xi The legal aspects of human Resources
Xi Benefitadministration

Xili Employees engagement survey

xiv | Personnel management
XV Career planning
XVi Job evaluation

PART B: EFFECTIVENESS OF THE HR OUTSOURCING

5. The study wants to assess effectiveness of the imureaources (HR)
outsourcing practices at TCC. Please, respond Ititeahs given below by
putting a tick /) in the appropriate space using the give scalgimgnfrom

strongly disagree to strongly agree.



104

S/N | Thinking about human resource| Stron | Disagree | Neutra | Agree | Strongl
provider(s) in your organization | gly (2) [ (3) (4) y agree
together with the  services| disagr (5)
provided. Please indicate the extent ee (1)
to which you agree or disagree
with each of the following
statements

i HR provider(s) provides HR
services with enough physica
facilitates, equipment and
personnel (Tangibility)

ii HR provider(s) has required
ability to perform the promised
service dependably and accurately
(Reliability)

iii HR provider(s) meets established
standards (Conformation)

iv HR provider(s) is willing to help
and provide prompt service
(Responsiveness)

% HR provider(s) has enough
knowledge, courtesy and high
ability to inquire trust and
confidence (Assurance)

Vi HR provider(s) is flexible when it

come to the adjustment of the

contact (flexibility)




6.

PART C: PROS AND CONS OF HR OUTSOURCING

105

In general how would you rate effectiveness of HRsourcing practices at
TCC

Very Ineffective | Undecided | Effective | Very

ineffective (1) | (2) (3) 4) effective (5)

7. The study wants to establish advantages of HR awsw in large
organization in Tanzania. You have been given saihé¢he pros of HR
outsourcing that have been noted from other orgdinizs in other parts of the
world. Please show how you would indicate the exterwhich the following
factors have been assured in this organization has result(s) of HR
outsourcing.

S/N | Rate the extent to which HR No Very | Small | Large | Very
outsourcing has helped tg extent|small | extent| extent | large
perform the following in | (1) extent | (3) 4) extent
your organization (2) (5)

[ Improve company focus

i Achieve world class
capabilities

i Minimize operating risks

v Control operating costs

% Provide resources not
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available internally

Vi Improve  efficiency and
establish competitive
advantages

vii | Access to technology that
would be too expensive to

duplicate internally

viii [Improve employee morale

and stay competitive

IX Correcting poor financial

performances

X Improve customer service

Xi Replace outdated systems

xii | Improve service levels

xiii |Centralize and increase on

time delivery

xiv | Eliminate inventory

xv | New skills and ideas brought

into the organization

xvi | Reduces possibility of

favoritism

8. Mention other advantages of outsourcing HR fundimnthis organization
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The study wants to establish disadvantages of HBoatcing in large
organization in Tanzania. You have been given saié¢he risks of HR
outsourcing that have been noted from other orgdinizs in other parts of the
world. Please show how you would indicate the exterwhich the following
factors have been appeared in this organizationthas result(s) of HR

outsourcing.

S/IN | Rate the extent to which HR| No Very | Small Large Very
outsourcing has lead to the extent | small | extent | extent large
occurrence of these cons in your (1) exten | (3) 4) exten
organization. t (2) t (5)

i Loss of core activities and critical
knowledge

ii Loss of strategic flexibility and
innovativeness

iii Reduction in in-house technique and
expertise

iv Lack of supplier responsiveness

% Poor quality of service by HR
services supplier

Vi A fall in employee morale

vii A loss of internal coherence

viii Confidentiality leaks and loss of
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intellectual property rights

(¢ Unexpected costs
X Customer dissatisfaction
Xi Increased  difficulty and  risk

associated with recruitment and

selection process

Xii Longer training and induction

periods needed

Information leakage

10. Mention other disadvantages of outsourcing HR fionst you have encounter

in this organization

PART D: PERFORMANCE IMPLICATIONS OF HR OUTSOURCING
11. How would you rate youcompany gowth rate before and after outsourcing

HR functions?

Very low | Low (2) | Moderate | High (4) | Very high

1) 3) (5)

Before
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After

* Do you have reasons for above rate? If yes pravideeasons and If No

state why?

12. How would you rate your compamgarket shardefore and after outsourcing

HR functions?

Very low | Low (2) | Moderate | High (4) | Very high

1) 3) (5)

Before

After

* Do you have reasons for above rate? If yes pravideeasons and If No

state why?

13. How would you rate level of your organization netame before and after

outsourcing HR functions?

Very low | Low (2) | Moderate | High (4) | Very high
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1) 3) (®)

Before

After

« Do you have reasons for above rate? If yes pravideeasons, and If No

state why?

14. How would you rate level of your organization retan investment before and

after outsourcing HR functions?

Very low | Low (2) | Moderate | High (4) | Very high

1) 3) (5)

Before

After

* Do you have reasons for above rate? If yes pravid@easons, and If No

state why?
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Thank for your time



112

Appendix Il: Questionnaire to the Managers of Erolink Co. Ltd

This questionnaire aim at gathering informationléiE ISSUES OF
OUTSOURCING HUMAN RESOURCES FUNCTIONS ON ORGANIZAON
PERFORMANCE, focusing at TCC. As the HR provide@fC you are duly
requested to provide your objective answers reidtiahe questions. The
information provided will be used purely for academurpose as part of fulfillment
of Master’s Degree in Business administratio. Ampimation given would not be
disclosed, and the degree of confidentiality wdldbserved.

Kindly tick ( V) the appropriate space or fill in the blank

PART A: GENERAL INFORMATION

1. What is your gender

Male (1) Female (2)

2. Your level of education

Diploma (1) 1st Degree (2) Master (3 PHD (4)

3. How long have you been working at TCC?

Below 2 yr (1) | 2-5yrs (2) 6- 9 yrs (3) 10 -13 Above 14
yrs(4) yrs (5)
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The study wants to know human resource functionprowide at TCC.

Select all applicable.

SIN | Variables Tick ()

i Health services

i Administration assistance such as Drivers,
General Workers, Laborers

iii Training of employees

% Security services

v Human Resources Planning

Vi Performance Appraisal

Vii Acquisition of employees

Vil Recruitment and Selection

IX Payroll

X Pre-Employment Tests

Xi The legal aspects of human Resources
Xi Benefitadministration

Xili Employees engagement survey

xiv | Personnel management

XV Career planning

XVi Job evaluation
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PART B: FACTORS HINDERING AND ENABLING EFFECTIVENES S OF

HR OUTSOURCING

There some factors that enables HR provider tooparbetter hi/her services

delivery process. Now the study wants to know hiogvfollowing factors

which have been indented to be helpful to the H®¥iglers have been either

formulated or provided to you for better performaf¢iR practices.

SIN

Enabling factors

Poor

(1)

Fair

(2)

Satisfactory

3

Good
(4)

Excell
ent (5)

Willingness of the TCC

managers to integrate your

system and their system

Integration of managemer
between yours and that of
TCC

t

Sufficient number of

personal contacts (regula
meeting between you and
TCC managers)

Better exchange of
information between you
and TCC (Willingness to
share information)

Co-operation in business
process improvement and
innovation.

Vi

Proper standardization of
the activities in the TCC

Vil

Automation of the services
in TCC

6.

What are the other enabling factors have accountgdur provision of

services at TCC?
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What are the hindering factors have been lettingrdgour performance at

TCC. Indicate how the following factors have beéstacles to your

performance.

services at

TCC

S/ | Enabling factors Strongly | Disagree| Undecided | Agree | Stro
N disagree | (2) 3) 4) ngly
(1) agre
e (5)
I Lack of enough resource
ii | Complication of the
planning requirement
iii | Uncertainty in business
8. What are the other hindrance factors for your perémce in providing HR

Thank for your time




