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International Outsourcing

The current business environment has proven to be very competitive; thereby forcing many organizations to adopt new strategies to sustain their revenues as well as remain competitive. Most organizations have formulated global corporate strategies with the aim of reducing operation costs in production to maximize on revenue generation. One such global business strategy employed by multinational organizations is the practice of international outsourcing. This trend has been widely embraced by most organizations since it has provided an avenue where organizations can increase their ability to focus on core strategic issues and access specialized expertise (Görg, Hanley, & Strobl, 2008). In as much as international outsourcing is regarded beneficial to the organizations, numerous debates have emerged against outsourcing. The primary focus of this paper is to discuss the practice of international outsourcing as well as analyze the ethical implications that are associated with global outsourcing.

The competitive nature of the business environment has stimulated the growth of international outsourcing over the recent past. The major areas which companies outsource are customer support, human resource, and manufacturing. The rationale behind this rapid growth of outsourcing is based on certain factors that organizations have deemed advantageous to the sustainability of the entities. One such reason for the increased practice of international outsourcing is to reduce and control operational costs (Görg, Hanley, & Strobl, 2008). Organizations categorize tasks that are costly to the business and do not form a great portion of its core activities, and they outsource to international partners who can offer quality services at lower prices. The reduced operational costs come as a result of cheap labor from countries providing outsourcing services. 

Another reason for the rapid growth of international outsourcing is that it enables the organizations to focus on their core objectives (Görg, Hanley, & Strobl, 2008). By outsourcing non-core activities, organizations have the opportunity to develop competitive strategies necessary for the global market. It also provides the multinational organizations with the privilege to become more creative and innovative thereby increasing their expertise and technology.

Many ethical issues arise in international outsourcing precisely because of differences in economic development, politics, legal systems, and culture. Consequently, what is considered appropriate practice in one nation may be regarded as inappropriate in other countries.  It is, therefore, essential for organizations to incorporate ethical issues in decision making when practicing international outsourcing (Cavusgil, Knight, Riesenberger, Rammal , & Rose, 2014). Various ethical issues are associated with global outsourcing hence necessary for managers in international organizations to be sensitive to these problems and choose the appropriate course of action.

One such ethical implication related to international outsourcing is employment practices, whereby the working conditions in a host country may be inferior compared to the international organization’s home country (Cavusgil, Knight, Riesenberger, Rammal , & Rose, 2014). These substandard working conditions can range from long working hours, extremely low wages and failure to protect workers against toxic chemicals. In this case, organizations practicing international outsourcing should formulate appropriate measures to govern employment practices.

Another ethical implication associated with global outsourcing is based on human rights (Cavusgil, Knight, Riesenberger, Rammal , & Rose, 2014). In most host countries where international outsourcing is done, basic human rights such as freedom of speech, freedom of assembly and freedom of movement have been neglected. Therefore, it is critical for international organizations to come up with measures that will not violate the human rights since they are by no means universally accepted. 

An additional ethical implication associated with global outsourcing is environmental pollution; whereby the environmental regulations in host countries are far inferior to those of the international organization’s home country (Cavusgil, Knight, Riesenberger, Rammal , & Rose, 2014). For instance, international organizations majorly observe regulations governing the emission of pollutants and use of toxic materials in the workplace of which developing host countries do not adhere to. It is, therefore, critical for international organizations to enact measures that will not result in environmental pollution from their operations which would not be tolerated in their home country.

As the Vice president of human resources in an international organization, it would be logic and prudent to incorporate global outsourcing in the non-core activities of the business. By including international outsourcing among the global corporate strategy, the organization will be in a position to reduce its overall operational costs (Görg, Hanley, & Strobl, 2008). This is based on the availability of cheap labor as well as economies of scale in the host country where outsourcing is carried out. Another reason why it is prudent to practice international outsourcing is based on the intention of the organization to focus on its core objectives. By practicing international outsourcing, the management of an organization can divert their focus to higher value-added functions that will benefit the organization. An additional reason why it would be appropriate for a vice president of human resource to embrace international outsourcing would be based on the opportunity to become more innovative and access thought leadership.

 The vice president of the human resource department could recommend Chile; which is a country in South America that harbors great potential as a source of international outsourcing. The major contributing factor leading to the recommendation of Chile is based on the political factors. Chile has a stable government as well as a clearly enacted constitution that govern the activities of the country. The constitution clearly outlines the president’s tenure.  The rule of law is particularly strong; with a modern transparency legislation, demonstrably judicial system and free press (Koumparoulis, 2013). Besides, the government is striving to achieve structural reforms to taxation and electoral systems.

Chile has demonstrated significant improvement in its overall economic growth and a reputation for financial stability. Also, the government of Chile has balanced market policies and a liberal economic model with a focus to eliminate poverty (Koumparoulis, 2013). Besides, the rate of inflation, as well as unemployment, has significantly dropped over the years making it a suitable location for international organizations to consider outsourcing.

Based on social-cultural factors, Chile has a steady population growth rate with remarkable age distribution; this provides assurance of continuous labor supply (Koumparoulis, 2013). Besides, the country has embraced support for renewable energy as well as enacted measures to control environmental pollution with an aim to protect the ecosystem.

Lastly, based on the technological factors Chile has developed basic infrastructure which is a key ingredient to both domestic and international trade. The Chilean government has shown tremendous concerns on technological advancements in the country by funding and supporting research and development programs (Koumparoulis, 2013). Based on the above perspectives on political, economic, social and technological factors, Chile has demonstrated key features that international organizations should consider when formulating global corporate strategies on international outsourcing.

The aim of this paper was to discuss the practice of international outsourcing and to analyze the ethical implications associated with the global outsourcing. International outsourcing is a powerful trend that is gaining tremendous recognition in the modern business environment. Therefore, it is necessary for the management in international organizations to adapt the new trend to remain competitive in this dynamic business world.
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