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Outsourcing: a risky business
For m any Australians, fear of job loss has 

becom e a constant preoccupation. Eco 
nom ic  dow ntu rn  ea rly  in the last d e c 

ade spaw ned m uch of this as organisations 
struggled to stay afloat. In that c lim ate  job 
losses w ere  p robab ly inevitab le .

But w hat of recent years? O n  all co n ven 
tional m easures, A us tra lia 's  e co n o m y  has 
boom ed. Very  strong growth has continued  
for an alm ost unprecedented  period. Profits 
are strong. The share market is at record lev
els. U n em p loym ent seems at last to be fa ll
ing, even though im provem ent is s low  and 
built on rather shaky statistical foundations.

Yet for all this 'good news', job insecurity 
continues to dom inate em p loyee  attitudes at 
w ork  in alm ost all occupations and in most 
industry sectors. W h y ?  C lea rly , the norm al 
boom s and busts o f a m arket e co n o m y  do 
not p rovide  an answ er. O th e rw ise , w e  
should now  be seeing a surge in w orker op 
tim ism .

The answ er alm ost ce rta in ly  lies in the 
w a y  in w h ich  w o rkp laces  are being o rgan 
ised —  or perhaps it w o u ld  be better to say 
'reorgan ised '. M a jo r research w ork  done at 
M e lb o u rne  U n ive rs ity  reveals that o ve r the 
second  half of the 1990s a rem arkab le  88 
per cent of Austra lian  enterprises w e re  sig
n ifican tly  restructured. M a n y  w e re  reorgan
ised on m ore than one occasion .

W h ile  'dow nsiz ing ' [the deliberate shed
ding of labour] has attracted m uch attention 
in rev iew s of these ub iqu itous change pro 
grams, it is c le a r that contracting-out, or 
'ou tsourc ing ', has been at least as strong a 
facto r in d riv in g  insecu rity  w ith in  the 
w ork fo rce . 56 per cen t of larger Austra lian  
organisations have outsourced functions dur
ing the past 5 years, and 55 per cen t have 
increased  ou tsourc ing  in the past 2 years. 
Am ong librarians, m y discussions w ith  A L IA  
m em bers ce rta in ly  suggest that fear of the 
contracting out of parts or all of their lib rary 
serv ice  is a prim e area of concern  for them.

O n e  of the clearest findings of recent re
search on restructuring ou tcom es w as that 
good results cam e  from organ isations that 
w ere  far less like ly to have outsourced w ork 
functions. A  dom inan t feature of o rgan isa 
tions incurring negative results from restruc
turing w as their strong focus on outsourcing, 
[see: 'T h e  Contours O f  Restructuring  and 
D o w n s iz in g  in A u s tra lia ', D a w k in s  et al, 
M e lb o u rn e  Institute, U n i. o f M e lb o u rn e  
1999]. This inv ites ana lys is  of p articu la r 
outsourcing programs not on their popu lar
ity or appeal to current m anageria l fashion, 
but rather on their e fficacy. In this context, it 
seems that ou tcom es are often quite the o p 
posite of ob jectives.

The M elbourne project finds a num ber of 
possible advantages from outsourcing. These

include access to a broader skills base, adop 
tion of more up-to-date methods, m odernisa
tion and standardisation of infrastructure and 
stabilisation of peaks and troughs in cap ita l 
expenditure.

But there are m ajor risks. Cost and per
fo rm ance  standards are frequen tly  not met 
and w h ile  m any contracts in c lu d e  p ena lty  
c lauses for poor perform ance, the research 
show s that they are ve ry  ra re ly  invoked . 
C r it ic a lly  im portan t skills and in fo rm ation  
are often lost and m anagem ent can  lose 
p ractica l con tro l o f key functions . W h ile  
ou tsourc ing  m ay be in troduced  in c rem en 
tally, the total effect of ind ividua l program s 
can u ltim ate ly  shatter m anagem ent contro l 
by stealth. O v e r  tim e, d ep en d en ce  can  
sw itch  strongly in the supp lier's  favour. In 
extrem e cases, loca l m anagem ent can  be 
captured and held to ransom by an in cu m 
bent se rv ice  p rovider. There are persistent 
problem s w ith  m easuring and ensuring serv
ice quality , dem onstrated by the worst-case 
scenarios of m ain tenance and safety failures 
in industries such as aviation  and e lec tric ity  
supply. As is the case w ith  dow nsiz ing , it is 
fascinating to note the simultaneous popu lar
ity of ou tsou rc ing  and the dem onstra tion  
that, m ore often than not, it fails. W h i le  a 
m ajority  of its exponents adopt ou tsourcing 
prim arily to reduce costs, a recent D elo itte &  
T o u ch e  study of I 400  respondents found 
on ly  35 per cen t reported any benefits and 
on ly  20 per cent a ch ieved  any reduction in 
costs. U K  research supports these findings. 
Look ing  b e lo w  the surface of fash ion  and 
'knee- jerk ' answ ers to com p lex  p rob lem s, 
these results are rea lly  not at all surprising. 
W ith  ou tsou rc ing  so often fun d am en ta lly  
linked to job-shedding programs, it is in e v i
table that it w ill frequently p roduce negative 
outcom es am ong em ployees. And it is o b v i
ous that improvem ents are extrem ely difficult 
to a ch ieve  if the atm osphere for staff m an 
agem ent is dom inated  by em p loyee dissatis
faction and nervousness.

In any case, the rationale for outsourcing 
as a cost reduction strategy has lost som e of 
its fo rce  from  ano ther quarter. In several 
major recent decisions, the Federal Court has 
ruled that ou tsourcing  canno t be used as a 
s im p le m easure to reduce estab lished  em 
p loym en t con d itio ns  [see, for exam p le : 
N orth  W e s te rn  H ea lth  C are  N e tw o rk  v 
Health Services U n ion  of Australia, FC A  897, 
2 Ju ly  1999], Industrial law s conta in  strong 
'transm ission ' p rovisions com p e lling  en ter
prises to retain aw ard  cond itions of em p lo y 
ment w h ere  ow nersh ip  m oves from one or
gan isation  to ano ther —  in take-overs and 
incorporations, for exam ple. The Court has 
now  confirm ed that em ployees m oving to an 
external provider under outsourcing arrange
ments con tin u e  to have  legal rights to the 
cond itions p rev iously  app ly ing  to their em-
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ployrnent. A  s ign ifican t com p on en t o f as
sumed cost reduction  is therefore rem oved 
from the outsourcing equation.

Outsourcing is d e a r ly  not going to d isap
pear overnight. Librarians w ill continue to be 
p lagued by 'co re  business' and contracting  
out philosophies. But it is c lear that they are 
no panacea. W h e th e r they like it or not, all 
enterprises and their managers that have not

yet done so w ill sooner or later have to co n 
front the reality that sustained im provem ent 
in perform ance and service standards is most 
lik e ly  to o ccu r w h en  the w o rk fo rce  is also 
com m itted  to the sam e ou tco m e. The 
D am o c les  sw ord  of serious job  insecu rity , 
w h ich  ove r- re liance  on d o w n s iz in g  and 
ou tsourc ing  seem s in v a r ia b ly  to p roduce, 
w ill not create the c lim ate  for that necessary 
com m on purpose to thrive. ■

ALIA Membership
ALIA welcomes the following new members who joined the Association in November and
December 1999 and congratulates those who have upgraded their qualificationsNovember
N e w  M e m b e r s Eva M arch V IC Yasm in M oore V IC

Lynette Bonom ini N S W Em y M arcos V IC W endy Rutten SA

M argaret Breare V IC Am anda M cAulit'fe SA Cathy Sayer N S W

M ona Brow n A C T V ick i M cK ay V IC Robin Sm ith W A

Janette C ogh ill V IC Bim lesh M ud aliar N S W N e w  A s s o c i a t e s
A lice  D odd SA Stelios Podias W A M ary Bartholom ew  SA

Sharon Donaghue Q LD M aureen Raynor W A Lynn D avis W A

lanet Epps SA Fa rah Sidd iqu i V IC Stephen Leahy SA

A lison Foster USA Terena Solom ons W A Ruth N itschke W A

C lare Jam es N S W M ich e lle  Teis Q LD Fiona Raike V IC

Catherine Jorgensen N S W Law ley Yukich W A Fairlie  Stanish N S W

Jenifer Lew ington W A
N e w  T e c h n i c i a n s

M argaret Stuart N S W

Kah Lok Lim  S IN G A PO R E Colleen Hayes V IC Zoe Talikka V IC

Andrew  Lovday SA Linh H  Ly N S W N aida Tattersall Q LD  

Catherine Voutier V ICDecember Tanya W o lfe  Q LD

N e w  M e m b e r s D even i Temu A C T Am ber D avies N S W

Andrew  B lack  W A N e w  T e c h n i c i a n Katherine Jorgensen Q LD

M elinda Burge N S W Lynette Bonom ini N S W Brita Lim  W A

Jenn ifer Cutting Q LD Cheryl Em in N S W Sharm ila M aitra N S W

Am anda D e C inque W A Piphal Engly A CT Sean M onaghan Q LD

Patricia D eane Q LD A lison G ibson Q LD Ju lie  Rappold V IC

Anne G aylard  V IC Catherine Jorgensen N S W V ick i Roberts Q LD

C arl G rant USA Kaye Kane V IC Catherine Sm ith N S W

Kathryn Hard ing V IC N aom i M cA nalen  Q LD Rebecca Toohey V IC

Janet H eard  W A Betty W ilson  N S W Alison Turner N S W

W allace  Hunt-Sm ith W A N e w  A s s o c i a t e K ylie  W ansink V IC

Ruth Jacobsen Q LD M ona Brow n A C T U p g r a d e  t o  A s s o c i a t e
Bernadette Kean V IC Sylvan ia Cheung V IC M an Shuen Ip N S W

Leonie Kennedy A C T Karen Christensen Q LD M an Pan-Paul Li Q LD

Barbara O verbury V IC  

Slavjana Stosic N S W

G illian  Colledge A C T M ark Norm an N S W
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