HRO and the War for Talent

How to get the right people to support your customer's people

By Bernadette Chandrasegaram, APAC HRO Service Delivery Manager, Hewitt Associates

A changing landscape for HRO 

In the years leading up to, and including, 2005 there was a bonanza of work available from companies seeking to shed selected HR functions in an effort to become leaner and more focused on core competencies. In the Asia-Pacific region (APAC), start-ups and established Multi National Companies (MNCs) alike scrambled to respond to this demand. In this heady environment, there was work enough to go round and employees were keen to be involved in the excitement of a growing industry. HRO providers were setting up shop in areas differentiated, by cost competitiveness and a plentiful supply of highly educated, multi-lingual employees.
A few years ago, the primary mandate and challenge for HRO providers in APAC was to provide ways to ensure cost optimisation per HR transaction. Today, HRO providers have multiple challenges they must face to be successful. For example: CFOs, on both the provider and buyer side, are asking hard questions about whether the promised HRO financial gains are being achieved; across the industry, HR organisations are still spending 40% of their time on administration
 and; competition in APAC for the right resources to do HRO work is increasing. 

There have been many articles which look at the financial and strategic pressures on HRO, but little has been written about the increasing competition to attract and retain HRO talent. This article looks briefly at this challenge for the HRO industry. The article begins by elucidating why HRO providers must have key talent, who are able to effectively staff customer-facing functions such as HR advisory centres. Secondly, the article looks at some of the contributing factors in APAC to increasing competition for HRO staff. The article finishes by looking at the Hewitt Associates 2007 Best Employers data to see what lessons HRO providers can draw from APAC hotel chains to try to attract and retain the right talent which will enable them to provide excellent service to their clients. 
Why is having the right talent important for HRO providers in APAC? 

Many elements of HRO directly face the customer (e.g., the buyer’s employees). HRO provides services such as HR advisory call centres, benefits administration, and recruiting. This means that for a company that outsources HR, their employees’, or even prospective employees’, first point of contact with HR will most likely be with people who are not even part of their company. 

The fact that HRO providers’ employees are the first point of contact for a company’s employees presents both buyers and suppliers in the HRO industry with a new imperative: ensuring that HRO associates are capable of providing excellent customer services and; of representing an organization’s employee value proposition (EVP) and brand to the served company’s employees. Any provider of HRO services knows that attracting the right talent to source an HRO account is a challenging balancing act. HR professionals may quickly become bored with the repetitive nature of the work and the fact that there are limited opportunities to get one’s teeth into strategic elements of HR. However, employees must have the ability to understand key HR concepts and terminology. HRO providers need skilled generalists and administrators; people who have good customer service skills and attention to detail. In short, people who are currently in high demand in APAC.
Contributing factors to the competition for talent in APAC
Two factors in APAC which are contributing to competition for HRO talent are discussed here:

1. The rising number of firms in common locations of HRO providers, and; 
2. The inter-changeability of talents across industries. 
The first contributing factor to increased competition for HRO talent in APAC is the increased number of firms in common HRO locations. Traditionally, APAC has been a preferred location for HRO services because of its competitive advantage of low costs: the salaries of employees are low; real estate rental-per-square-metre is comparatively low; and so on. This has meant that cities such as Bangalore and Gurgaon in India, Araneta in the Philippines, and Dalian in China have become “hot spots” for HRO providers. This sudden growth of industry has acted as a sponge for all available talent, thus belying the promise of “unlimited pools of talent” HRO providers once expected of these locations.

Unlike manufacturing companies in the latter part of the twentieth century, HRO providers cannot simply pack up and move to another location with more plentiful resources in response to these pressures. Increasing concerns about the safety of employees’ data limit the speed with which buyers and legislators can be convinced to permit operations to move to new locales. In a typical HRO deal, the significant costs associated with establishing services for a given client are usually only factored in once. Repeating this exercise would most likely erode profit margins. In a relatively short time frame, HRO providers have somewhat committed themselves to various locations in APAC, locations which were once bountiful sources of talent. However, as competition increases, the gravitas has moved to employees. Competition in APAC is not only being fuelled by HRO provider companies, other industries are also contributing to this phenomenon. 
The second contributing factor to competition for HRO talent in APAC is the inter-changeability across industries. Just as HRO companies were attracted to APAC cities like Bangalore and Dalian, so too were providers in other industries like service, banking, and telecommunications. Working for an HRO company, an individual will develop skills such as customer service, process mapping, administration, and the ability to apply business rules and act accordingly. All these skills allow an individual to seek employment not just in other HRO provider companies, but in companies in the industries mentioned above, as well. Moreover, the growth of the economies in these cities means that people with these skills would also be sought after in industries such as retail and hotel chains. The rising number of HRO firms in common locations and the multitude of industry options in those locations create a challenge for the HRO industry in APAC to attract and retain key talent. 
How can HRO providers attract and retain key talent to ensure excellent client service? 

Although there is limited data available pertaining to what drives the engagement of employees in the HRO industry, Hewitt Associates’ Best Employers Asia (BEA) research provides empirical evidence for what drives employees with similar skill sets, those in hotel chains.
 

Although for different reasons than the HRO industry, the hotel chain industry in APAC is facing similar talent pipeline challenges. There are some synergies in how Hewitt research has found that hotel chains respond to these challenges from which HRO companies can learn. Hotel chain employees who responded to Hewitt’s BEA identified three elements of the work place as being important for their engagement, in the following order: 1. career opportunities; 2. pay for performance, and; 3. (non financial) recognition. The good news is that most HRO providers already have the data available to address drivers 2 and 3. 
The Hewitt BEA study revealed that hotels which were among the best employers in APAC provided pay for performance and non-financial recognition by quickly and efficiently assimilating feedback on staff such as guests’ satisfaction feedback. HRO providers have similar, if not more, in-depth tools for monitoring individuals’ performance. Through the use of transaction-based customer satisfaction surveys, balanced scorecards, and work flow management systems, HRO providers have the data to provide both financial and non-financial recognition for strong individual performance. 

Directly applying lessons from the hotel industry to the HRO industry to address the first engagement driver, career opportunities, is not as easy. However, anecdotally, most HRO providers would be aware of the need to communicate to staff that working in HRO is not something one does for a year or two to earn money between your undergraduate and post-graduate degree. It is a step into an industry which has long-term, tangible, and interesting career paths. HRO companies that want to retain their staff will need to work out a way to communicate potential career paths to their high-potential employees in order to entice them to stay at the company long term. 
In conclusion, the HRO industry is experiencing pressures from many areas, but one which is not often considered is the pressure to attract and retain the right talent to appropriately service clients. This article has looked at contributing factors to this pressure, increased competition both from within the HRO industry and from industries with like skill requirements. It then examined ways that HRO companies can respond to this pressure by taking some lessons from Hewitt research into how successful hotel chains in APAC ensure their staff is engaged. The article highlights that using tools which are already common in the industry to identify and reward high performers and strategically communicating career opportunities to these strong performers will assist HRO companies to attract and retain the talent they need to provide excellent service to their clients. 
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