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● Emerson Energy Systems in Sweden outsources 3,000 employees to Slovakia and
China.

● Ukraine seems to be an interesting labour market for software programmers: two
Danish companies from the ci ty of Herning are moving IT jobs to Kiev. The IT serv-
ices company, Cik lum, wi l l move 90 jobs for software programmers and Celenia wi l l
move 130 jobs. Both companies choose Kiev as their dest inat ion.

● Obviously, IBM is launching an EU-wide restructur ing. The company wi l l lay of f 825
jobs in France. Given the ongoing restructur ing in the French subsidiary, in total
a lmost 1,000 jobs are at stake this year . Also in Sweden IBM wi l l lay of f jobs, 500 in
th is case, re lated to the closing down of operat ions in f ive Swedish ci t ies. I t is not yet
c lear whether these Swedish jobs wi l l be moved abroad; the company says that ‘co-
ordination of operat ions in view of prof i tabi l i ty is the major object ive and this does
not exclude internat ional locat ions’ . F inal ly , in Germany, IBM closes down two si tes
(Hanover and Schweinfur t ) . This impl ies the layoff of 600 people.

● McAfee Internat ional BV is at the same t ime focusing on i ts core business, ant ivi rus
sof tware and computer protection, and deploying cost saving restructur ings. Since
2003 several of fshore outsourcing operations have been set up. In tota l a lmost 100
jobs have already been el iminated in the Dutch subsidiary. Now the European
department of Finances, Logist ics and IT support (customer support ) is moving from
the Nether lands to Cork in Ire land, involv ing 80 jobs. Main reasons are favourable tax
regulat ions and labour laws ( inc luding the socia l dia logue regulat ions) in I re land.
Unions are only involved to discuss the redundancy schemes after the decis ion was
taken.

● EDS wi l l c lose 21 call centres in US (17) and Europe (4) and delocal ise the work to
India by the end of 2006. It is not yet c lear how many employees wi l l lose their job:
the company says the job losses wi l l be real ised through at tr i t ion.

● The bank HSBC in the UK ear l ier announced that 4,500 jobs wi l l be delocal ised. Two
thousand jobs have already been of fshored from the UK this year; a fur ther 1,000 wi l l
be relocated next year. Now the union Amicus fears that even more jobs wil l be lost
and moved to the bank’s back-off ices in Asia, where already 13,000 workers are
employed, because the company announced the doubl ing of i ts back-off ice workforce
in Asia in three years.

Why is it so difficult to define offshore outsourcing? 
When do we speak about ‘of fshore outsourcing’? This problem of def in it ion is important
when interpret ing stat is t ics on the extent of the phenomenon. But a clear understanding
is equal ly important for unions, when they are confronted with corporate strategies
including ‘offshore outsourcing’ . There are several factors causing the def in it ion trouble.

● ‘Of fshore’ may for some people st i l l re fer to oi l dr i l l ing plat forms, but when related to
outsourc ing i t suggests that there are two separate ‘ landmasses’ involved with a sea
in between. The or ig in of the term is related to the US and the UK where the current
pol icy debate on relocat ion was launched. If businesses are relocated to Asia, they
can indeed speak about ‘of fshoring’. Str ic t ly spoken, re locations from Europe are
only of fshore when the act iv i t ies are moved to the US or the UK and Ire land! Never-
theless, the term ‘of fshore’ has gradual ly been taken over also when speaking about
re locat ions from European f i rms to Asia and i t is now usual ly associated with ‘going
abroad’. New terms related to ‘offshor ing’ have meanwhi le been introduced, such as
‘nearshor ing’ referr ing to relocat ions wi th in Europe and ‘onshoring’, meaning at tract-
ing fore ign workforce in the company. Firms more and more speak about ‘g lobal
sourc ing’ suggest ing that the whole wor ld has now become a marketplace for sell ing
and buying goods and serv ices.



 
 

      

       

Although the term ‘offshoring’ ’ is becoming common sense, i t is more exact to
speak about ‘ internat ional’ versus ‘domestic’ outsourcing. When a specif ic

destinat ion area is referred to, why not cal l it ‘Asia sourcing’ or ‘EU sourcing’?

● The second term of the expression is outsourc ing. As such, th is is qui te clear:
outsourc ing is when a thi rd party is involved. However, several problems hamper an
unambiguous understanding. F irst , the structure of f i rms, especia l ly of MNEs, is more
complex than ever : mergers and acquisi t ions, jo int ventures, networking of f irms,
crossed ownerships, etc. do not make i t easy to clear ly understand what uni ts are
parts of the company or wider group and what are not . Hence, when do we def ine
act iv it ies as being ‘outsourced’ to a th ird party? In general , contro l - ownership of a
minimum percentage of the company shares - is the decis ive cr iter ion to use the term
outsourc ing versus ‘sel l ing from “in house”’ or wi th in the group, also called
insourcing. When referr ing to the acquis i t ion of serv ices or goods both from outside
and from with in the company or wider group, the more general term ‘sourc ing’ is
used. In view of developing union responses, i t depends on the perspect ive you take
whether the operat ion is ‘fe l t ’ l ike outsourc ing or not: the perspect ive of the local
establ ishment may be di f ferent f rom the perspect ive of the whole group.

When measuring outsourcing, it is important to clari fy the ownership and
control structure. What is experienced as ‘outsourcing’ or not may differ

from the perspective: establishment, company or group.

For the sake of measur ing the extent of of fshore outsourc ing in a longitudinal and
comparat ive perspect ive, the OECD has put forward di f ferent def in it ions related to
of fshore outsourcing.

Figure 1. Offshor ing, outsourc ing and insourcing – An i l lus tra t i ve matrix
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Source: van Welsum D. & Vickery G. , Potent ial o f fshoring of ICT- intens ive using occupa-
t ions, OECD, DSTI / ICCP/IE(2004)19/F inal , p . 5

The OECD frame gives a clear overv iew: (goods and) serv ices can be suppl ied inter-
nal ly ( i .e . insourced) or by an external suppl ier ( i .e. outsourced) , and they can be
suppl ied from with in the country (nat ional ly) or f rom another country ( internat ional ly) .

● However not al l problems are solved with the OECD def in i t ion. The next t rouble is
that the actual operat ion is seldom a single, isolated event. In practice, outsourc ing
of act ivi t ies can be part of a more comprehensive company restructur ing. I t can for
instance be preceded by the establ ishment of prof it uni ts or Shared Service Centres,
special ised prof i t uni ts that serve the whole f irm and may eventual ly provide the
same services to external companies. Outsourc ing of certa in act ivi t ies may also be
combined with insourc ing of other activ i t ies, both moves being part of the same cor-
porate strategy of focusing on core businesses or on the spat ia l concentrat ion of
act iv it ies. For the purpose of business stat ist ics i t may be suf f ic ient to l imit the
outsourc ing def in i t ion to the trade of goods and serv ices. In view of ful ly under-
standing of both the dr ivers and the impact of outsourcing events and in view of
developing adequate responses, i t is important to look at the wider corporate strat-
egy. The problem here is the di ff icul ty to track insourcing in trade stat ist ics.



 
 

      

       

Given the impact on the workforce of corporate restructuring accompanying or
preceding outsourcing, i t is a risk to consider only outsourcing in the strict

sense and not taking into account the wider corporate strategy.

● Final ly there is a t ime perspect ive involved in outsourcing. It is not a lways easy to
identi fy at what exact moment in t ime act iv i t ies are effect ive ly outsourced to a thi rd
party. The word suggests that act iv it ies have been in house before and are now being
provided by a third company. In addi t ion, outsourcing is most ly a gradual process: i t
s tarts wi th the outsourc ing of a l imi ted package of del ineated tasks, and gradual ly
more act iv it ies can be added to the service package unt i l a fu l l business process is
outsourced. Third ly, act iv it ies may be moved again by the provider to other subcon-
t ractors in a second or thi rd step. The quest ion is: when does the outsourcing actu-
al ly stops? This dynamic aspect of corporate strategies hampers a clear del ineat ion
of the outsourc ing process.

Outsourcing suggests a move of activit ies when comparing two different points
in t ime. It is important to clarify this t ime frame. Once a long-term relationship
between outsourcer and provider is established, outsourcing becomes trade.

An illustrative offshore outsourcing case: ABN AMRO bank 
Our Dutch MOOS reporter provided detai led information in the MOOS quest ionnaire about
the on going outsourc ing in ABN AMRO bank in the Nether lands.

The ABN AMRO bank has started to speed up the outsourcing of IT operat ions. Whi ls t the
IT funct ion was long regarded as being par t of the core business, now the management
has a more restr ic ted vis ion of what is core for the bank and what not , what act iv i t ies
provide compet it ive advantage and what not . Al l non-banking funct ions wi l l sooner or
later be outsourced. Also cost reduct ion and improvement of the qual i ty of the service are
major object ives of the ongoing restructur ing.

Outsourc ing of IT began in 2003, when the IT jobs of the Business Uni t Wholesale have
been outsourced to EDS. Now, there are two fur ther projects target ing IT functions: the
Infrastructure Unit and in Development and Maintenance. Here, 1,200 of the 1,600 jobs
from the Dutch IT departments are affected. The 400 remaining employees wi l l par t ly be
transferred to di f ferent business uni ts. From the 1,200 jobs that are lost, 800 wi l l be of f-
shored to India direct ly ; the other 400 wi l l be outsourced. Both operat ional employees
and management staf f of the departments wi l l have to look for another job. Al l af fected
employees are high-ski l led IT professionals.

In the Nether lands, the involvement of the trade unions and the works counci l in corpo-
rate restructur ing, such as outsourc ing is a legal condi t ion. In a so-cal led ‘employabi l i ty
agreement ’, covering the per iod 2004-2008, the socia l partners of ABN AMRO have
agreed on how to manage the impact of outsourc ing. The agreement inc ludes several
st rategies, such as redeployment to other jobs in the establ ishment af ter retra in ing in the
internal ‘employabil i ty centre ’ . Next , i t is agreed that employees wi l l be moved to the new
outsourcer company. The condi t ions of th is workforce transfer are also part of the cr iter ia
for the f inal choice of outsourcer. The employabi l i ty agreement involves a r ight for an
outsourced employee to return two years after the transfer to the dest inat ion company.
Exper iences with the f i rst outsourc ing operat ions, in it ia ted in 2003, showed that approxi-
mately ten percent of the employees returned to the bank, most ly older workers. For the
current outsourc ing plans the unions fear that i t wi l l be di ff icu lt to f ind suff ic ient new jobs
for the af fected workforce.

The involvement of the unions in outsourc ing and of fshoring projects is regarded by the
management as an important dimension in the whole operat ion, provided they are repre-
sented in the af fected uni ts.



Read for you: Networks and the social dialogue 
Mult inat ionals concentrate business act iv i t ies in specia l ised sites al l over the globe and
at the same time they decentra l ise other act ivi t ies to be close to the market . For other
business funct ions permanent re lat ionships with th ird partners are established, both with
large internat ional ly organised service providers and with small local subcontractors. The
company f inal ly trades with st i l l o ther companies, act ing as f lexib le buf fers for balancing
changes in the product ion volumes. At the end, the global p icture of the company’s
structure is becoming very complex.

A recent European research project , cal led RE-LIER, has tr ied to descr ibe di f ferent forms
of company clusters and networks and has invest igated the impact on the socia l dia logue.
One of the main messages is that the actual economic power at the level of the global
network remains untouched whi le at the level of each indiv idual component of the net-
work, i t is harder than ever to have impact on the decis ion making processes. Because of
the use of ICT, even the factual power and contro l of the local product ion processes is no
longer automat ical ly in the hands of the local h ierarchy. Whi le the economic power is
locat ion independent , the legal power, in par t icu lar wi th respect to the labour regulat ions,
is st i l l locat ion dependent.

The RE-LIER project ident if ied the problems for a sustainable socia l d ia logue system in
this ‘networked economy’ . With case studies they i l lustrate how somet imes new and inno-
vat ive modes for socia l partnership may try to overcome the problems for the local
workforce. More informat ion on http:/ /www.rel ier.org.

Monique Ramioul

http://www.moosproject.be


