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INTRODUCTION

Justification: outsourcing, flexibility and service work

This book analyses the outsourcing of front-lineviee work in the
new economy. Its aim is to examine how workers’ ezignces and
employment conditions are affected by the intecasi between
subcontractors and client firms.

In recent years, outsourcing has gained populasty mechanism to
deal more effectively with the uncertainty of inasengly challenging
business environments. According to mainstreamniessi scholars and
social scientists, intense competition, variatiomglemand and technical
change have forced organisations to substituteatubical arrangements
by market mediated transactions (Piore and Sabg#;1Blarrison and
Kelley 1993; Harrison 1994; Porter 1998; DiMaggia02). In the case of
labour, outsourcing is often ‘praised’ for achiayirsignificant cost
reductions thanks to a more efficient allocation mfsources and
specialisation (Watanabe 1971; Lacity and Hirsahnh#993). Nonetheless,
the practice of outsourcing also raises importamicerns. Outsourcing
might blur organisational boundaries, fragmentimgplyers’ authority
and affecting coordination between organisationsar@Ylington et al.
2005; Walsh and Deery 2006). In other words, outsng embodies
challenges and difficulties that, in practice, gase transaction costs and
potentially affect workers’ experiences and empleptrconditions.

In order to analyse these challenges, | have chtteenutsourcing of
front-line service work in Mexican call centres ascase of study; a
decision inspired by some of the most relevant ristgzal and empirical
aspects identified by the literature on outsourcamgl service work in
contemporary societies.

For the first time in the history of capitalismngee industries have
overtaken agriculture as the largest source of eynpént in the global
economy. According to the International Labour Qigation (ILO), in
2006 the proportion of people employed in servichistries reached 40%
while the proportion of those employed in agrictdfundustries decreased
from 39.7 to 38.7%. Finally, the proportion of p&ppemployed in
manufacturing industries was only 21.3% (ILO 2007Therefore, service
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workers play a prominent role in the economic stmacof many developed
and developing societies today.

Within this context, the call centre industry isns@lered a ‘flagship’
activity of the new economy, growing rapidly andcifg intense
international and local competition (Frenkel 199@ylor and Bain 1999;
Deery and Kinnie 2002; Korczynski 2002; Deery aridrite 2004; Moss
et al. 2008). Also, call centre services represeparadigmatic case of
labour-intensive processes that are closely magdtand controlled by
information technologies (Taylor and Bain 1999; [bayet al. 2002;
Baldry et al. 2007). The labour force in call cestris rich in social
diversity and skills; there is a large proportidnfemale employees and
call centres’ recruitment strategies tend to tacgdiege-educated workers
(Taylor and Bain 2005). Last but not least, cafitoes operate as a kind of
‘node’ in the service economy where many other $tides converge to
subcontract customer services (Batt and Moynihaf22& orczynski
2002; Glucksmann 2004, Batt et al. 2007; Kinniale2008).

The Mexican case is relevant as it provides a viestkutional setting
where labour protection is low and business cortipstiis largely
unregulated in practice. Until now, most of the lexation of the
experience of work and employment conditions in k& economy has
been focused on the case of rich developed coantgesating the
impression —not intentionally, | guess— that ottegfions of the world do
not necessarily provide a relevant context for ehasalyses. However,
Mexico is a good example of an emergent economly afitractive local
conditions for the expansion of labour-intensiveustries of the so-called
new economy.

This investigation is based on extensive informatollected through
65 in-depth interviews with call centre workers andnagers concerning
their work experiences in four outsourcing compsnie Mexico City
from the end of 2006 to the first months of 2007soA 18 additional
interviews were undertaken with union represengativofficials of the
Mexican Ministry of Labour, academics, consultaimdustry representatives
and other relevant informants.

The findings presented in this book identify thetements that can be
more affected by, or associated with, the inteoasti between
subcontractors and client firms: job designs; ousio segmentation; the
use of contracts for services; the supervision @gr; union avoidance;
the use of internal labour markets to secure manageloyalty; and the
reinforcement of social divisions in the workplad®f course, these
practices and elements are not exclusively designedeated to deal with
the problems and tensions generated by the retdtiprbetween client
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firms and subcontractors, but they play a fundaalenie in solving the
conflicts between organisations in the administratof the workforce.
Importantly, these findings suggest that a numbepractices that were
common in the old economy are still relevant in ¢inganisation of work
in the twenty-first century.

The structure of this book

This book is divided into two major sections. Thstfpart, consisting
of the first two chapters, sets the theoreticalmiwork, and the
methodological and empirical context of this reshaThe second part,
the four empirical chapters, embodies the analyticare of this
investigation. The book closes with a concludingptbr that revisits the
initial questions, evaluates the general findingd eeflects about future
investigation.

The first chapter presents and discusses the thma@r themes
informing this investigation: outsourcing, employmerelations and
service work. As mentioned, the aim of this reseaix to analyse
subcontracted front-line service work in the newremy, investigating
how subcontractors respond to the challenges ofrdomation and
negotiation with the client firm and how these meses affect workers’
experiences and employment conditions. Flexiblerifitm arrangements,
such as outsourcing, are generally understoodrategies to face a more
competitive and changing environment. Therefors, isearch starts with
an exploration of outsourcing, its definition andrgose. The basic idea
behind outsourcing is that it allows a more effitiand rapid allocation of
resources (Watanabe 1971; Lacity and Hirschhein8)19Bhis argument
is popular in the business and economics literatdrere labour is simply
understood as any other commodity (Samuelson amdhidas 2001). In
this respect, the transaction costs logic predittat hierarchical
arrangements must be replaced by market transadfidhe latter is less
costly for the organisation (Williamson 1979; 1981)

However, this economics-based approach to outsourbias been
criticised on several fronts. For sociologists, twmplex nature of work
imposes important challenges for market transastiom other words,
labour should not be considered as any other contynadd its allocation
and control inside organisations or markets must fato account more
complex mechanisms (Granovetter 1992; Grint 199%8n#&ndez et al.
2000; Castilla 2005; Granovetter 2005).

The complex nature of work as a social activityetakis to the second
aspect explored in the literature review undertalkenchapter one:
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employment relations. In order to understand thécdlties faced by
outsourcing arrangements it is essential to condige complexities of
employment relations in a historical perspectives important to have in
mind that outsourcing, and the flexible firm modebeneral, presupposes
the flexibility of employment relations and, verymportantly, a
reconsideration of workers’ motives, from solidariio individualism,
from life-time contracts to high mobility (Atkinsoh984; Handy 1989;
Pink 2001; Donnelly 2009; Reed 2009).

The first chapter closes with considerations albmwt the nature and
characteristics of service work might affect thdatienship between
outsourcing and employment relations. Specificdhys research suggests
that the customer-oriented interface adds subataotimplexity to the
problems of coordination and negotiation betweehcentractors and
client firms in call centres; something that hasrbeertainly identified by
other authors but not analysed as a central rdseprestion (Batt 2000;
Batt and Moynihan 2002; Moss et al. 2008).

After setting the conceptual and theoretical grouhd second chapter
presents the research design, methodology andxtarftthis investigation.
Bearing in mind that this research is based omatitutional setting that
might not be familiar to most readers, | wantedffer certain detail in its
description and analysis. In general terms, theibéexcase is relevant not
just because there has been little attention ® riational experience but
also because the Mexican case offers the posgilofitooking at how
inter-firm relationships and employment relationgtefact in an
environment of strong liberalisation policies andeak institutional
support for workers (Bensusan and Rend6n 2000; éduRsters 2000;
Stiglitz 2003; de Buen Lozano 2005; Ruiz Duran 20Be la Garza and
Salas Paez 2006).

After dealing with the characteristics of the Maeic context, the
second chapter explores the advantages of undegtakicase study to
address the research questions of this investigaditier this, the chapter
presents the organisations selected and explaigshely were considered
important for the research questions presented Rereesach organisation,
the ‘account’ was considered the unit of analygscount’ is the name
given to the outsourcing contract between call mantand their
commercial clients. In all the accounts and orgaiiss chosen for this
research, | conducted in-depth interviews with veoskand managers, and
gathered information about the experience of workl &mployment
conditions in subcontracted workplaces through participant
observation. | also interviewed a group of peopltside these companies
in order to get a general perspective of the cdntewhich these workers’
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experiences and employment relations take placesd participants
included union representatives, academics, comgsjta industry
representatives and government officials.

Chapter three opens the second and core analptctlof this book.
This chapter presents and discusses the main eba#ieén administering a
subcontracted workforce. The first challenge ispghablem of distrust and
opportunistic behaviour from participants (Williaoms1979; 1981; Lorenz
1988; Simon 1991; Stiglitz 1991; Lépez 1998; Loret299). This is
evident during the setting up of the different agds and the recruitment
and selection processes undertaken by subconactoften the
organisations involved in outsourcing have divetganerests (Simon
1991; Sako and Helper 1998; Korczynski 2002). C; ¢he hand, the
primary interest of the client firm is not just teduce costs but also to
provide a maximum level of service quality to dgtisustomers; the
incentive is towards more quality for less money the other hand,
subcontractors are more concerned about increftsngevenue from their
accounts without necessarily increasing the investmeeded to monitor
and supervise workers in order to secure high sewékervice quality. In
other words, they want to be paid more for less.

These tensions and divergences are also trandtatkeé selection and
training procedures where workers appear to beusedf by contrasting
types of demands from differerémployers but in the same job
(Korczynski 2002). As mentioned, call centres séefne more concerned
with the number of calls processed, while cliemts @ncerned with their
quality. These tensions become even more compticatben the
dimension of the customer—worker is added intcetipgation. At this point
workers’ identity and commitment is subjected tegsures from at least
four fronts: subcontractors, client firms, custos@ooke et al. 2005) and
other workers. In addition, downsized workers miglaty an essential role
in strengthening the communication and coordinatietween client firms
and subcontractors. In this chapter, the findinfyshis research suggest
that downsized workers might embody a valuable soof expertise and
tacit knowledge for subcontractors, training angesuising new workers
and even providing advice to supervisors and coatdrs about specific
services and procedures. Nonetheless, downsizeklergoseem to suffer
high levels of anxiety and frustration, in addititmnexperiencing tensions
with other workers in the subcontracted workplace.

At the middle of this apparently chaotic situatibmakes sense to ask
to what extent outsourcing arrangements could dg #fficient, when the
transaction costs seem to be, in fact, so high, @waperation among
organisations seems to be scarce. From the poiwieef of organisations,
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flexible and precarious employment relations mighof critical importance
since they could be of considerable help in colnal@ncing the negative
effects of inefficiencies in the operation and aulstiation of the workforce.

The fourth chapter deals with the technical divisif labour or job
design as a strategy to organise the workforce imudti-employer
environment and in turns facilitate cooperation amegjotiation between
subcontractors and client firms. As mentioned ntian tension in service-
oriented outsourcing is the confrontation betweaandardisation initiatives
of call centres (in order to reduce costs) and deenand for the
customisation of the service from client firms (tetain customers)
(Korczynski 2002; Moss et al. 2008). Also, as poese to these tensions,
service-oriented organisations with multiple cleetegnd to develop strong
divisions based on the revenue reported by eaemtc(Batt 2000; Batt
and Moynihan 2002).

In this respect, it is expected that there will dalirect relationship
between the level of customisation in services tedrevenue generated
by clients: services for low income markets tendbéostandardised while
services for high income markets are more likelybto tailored to the
individual needs of clients (Batt 2000; Batt and yvihan 2002).
However, not all the differentiation of work exptes and employment
relations is expressed in vertical divisions relaterevenue generation.

The evidence collected in this research revealsiiese are substantial
differences within the same job designs, that igferdnces at the
horizontal level. To explain this unexpected firglith rely on the role of
supervisors and client firm representatives as eftesn of mediation
between the labour force and the organisationsiiedo Findings of this
research indicate that supervisors and client fiepresentatives actively
negotiate shifts, absence permissions, medicalefgakolidays, extra-
payment and account’s rotation directly with woskesomething that
seems to be in line with findings reported abouiti€r subcontracted
service workers (Deery et al. 2010). In other wotHes interplay between
subcontractors, client firms and workers is agdigriical importance in
explaining employment conditions and work expergmnin outsourcing.

Therefore, different employment conditions withire tsame job design
or job category are potential sources of tensiam @roblems between
subcontractors and client firms because employeesda believe that
there is a difference in the skills required fagrththat justifies the varying
conditions. Hence, it seems that there are coraiffeincentives to carry
out horizontal mobility in large service organisas with multiple clients
when these differences emerge. However, informatioltected in this
research shows that there is relatively low magbitif workers between
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different accounts. How is it possible to explahstcounter-intuitive
phenomenon?

Chapter five addresses this question highlighting importance of
social divisions inside the workplace as a mecharfa controlling and
disciplining workers. In this regard, it is impantao remark that workers
cannot be seen as a homogeneous group, with aclattive identity
and interests. In call centres, as in many otheicgeoriented organisations,
recruitment practices are largely based on emp®yeéerrals (Fernandez
et al. 2000; Castilla 2005). Therefore workers thelves end up as key
decision makers about who joins the organisatiomatr at entry level
positions (Maguire 1986; 1988). In doing so, exdé¢isocial divisions are
reproduced inside the workplace and, very impolgarthis seems to
reduce the transaction costs of recruitment. Oldtare are two relevant
consequences of this practice: one external andttier internal.

On the one hand, it is argued that much of the esgcof front-line
service work depends on the creation of a ‘customechantment’
(Korczynski 2002), the creation of pre-configurederactions between
customers and employees. This is achieved nottlusugh the use of
scripts or job designs but also through the repctdn of external social
stereotypes that can be perceived in the tone daeyovolume or
pronunciation type. For example, it is expected female workers are
more likely to be chosen for sales work and mentémhnical support
services, just because this gender selection qunels to Mexican
stereotypes of service work. On the other handed@ms that there is an
internal and powerful consequence of the use ofakotetworks for
recruitment. As mentioned, it might be difficult ¢ontrol the labour force
when employment conditions diverged between aceotlvdt, in practice,
require similar skills. Nonetheless, social divisqin the form of family,
friendship or community links) appear to controtiatiscipline workers as
well as to operate as a glass wall to limit empésyeattempts to move.
The effect of these social barriers is reinforced Human resources
practices such as internal competitions where teames based on
individual accounts.

Interestingly, despite the strict control exerted drganisations and
peer pressure derived from social divisions, itnsedhat workers still
have an important degree of autonomy in front-8eevice work (Leidner
1993). Findings of this research indicate that woskuse this autonomy in
order to cope with the pressures and stress af wak. To illustrate this
point, chapter five also presents some cases wdrapoyees use their
autonomy and discretion in order to cope with teendnds of customers,
supervisors, client firms and other workers.
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To conclude with the mechanisms for coping andstiesj the stress of
front-line service work, chapter five analyses éxperience of unions in
the call centre industry in Mexico. It seems tludtt flesigns and the use of
social networks in recruitment have been effecthesans for fragmenting
workers’ collective actions and responses to mamegpractices. The
only union in the industry is located within an angsation that does not
have a large diversity of commercial clients bulygmrovides services to
organisations of the same corporate holding.

The first three empirical chapters (from threeit@) focus on how the
strategies of subcontractors, in dealing with thebfgems of negotiation
and cooperation with client firms, have effectstha experience of work
and employment conditions of non-managerial workdise sixth and
final empirical chapter of this book is about theerience of managers
and their role in the operation of the subcontrditen and its expansion.
In most of the literature about the experience ofkan the new economy,
managerial careers are also the target of the tdbeodbility logic (Handy
1989). Moreover, managers themselves are suppose@njoy the
opportunities of being more mobile and having l&se-specific skills to
satisfy their more individualistic and goal-oriethigrofessional motivations
(Reich 1991; Reed 2009). In this regard, manager®lserved as agents
who circulate ‘freely’ across the diffusing bouniéarof organisations.

However, the findings of this research suggestiietagers tend to be
attached to organisations and remain the targesesieral retention
mechanisms such as internal labour markets, t@iropportunities,
attractive pensions, private medical care and paiiays. There is no
qguestion that managers’ experiences contrast witm-managerial
employees in call centres. In this sense, it issipdes to see how the
boundaries of the firms are re-established in maralgcircles whose
loyalty and commitment in the long run seem to bacial for the
expansion of the organisation. In the four compasteidied here, almost
all the managers interviewed have climbed the whmiganisational
ladder. Very importantly, most of them share a camrackground from
other organisations, revealing the importance o€iadocapital for
progression in managerial careers. However, ibssible to perceive that
there is a difference between the experiences ofagers depending on
their gender. Apart from the area of human resajrogen are still the
dominating group in managerial circles and, notaliynale managers
seem to progress in their careers using more noeatio mechanisms than
their male counterparts.
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Finally, the concluding section of this book retddihe initial research
guestions, provides a general evaluation of theiriigs and reflects on the
topics for further research.






CHAPTERONE

OUTSOURCING ANDSERVICE WORK
IN THE NEwW ECONOMY

1.1. Outsourcing and the blurring boundaries
of the modern firm

1.1.1. The flexible firm

It is argued that intense competition, technoldgichange and
variations in demand have forced organisationsutistitute hierarchical
arrangements for market mediated transactionsderaio respond faster
and more efficiently to the challenges imposed his tenvironment
(Atkinson 1984; Piore and Sabel 1984; Harrison lselley 1993; Harrison
1994; DiMaggio 2001). Perhaps, the most elaboréitddbetween new
and more flexible organisational forms on the oaachand employment
relations on the other, corresponds to the flexible model formulated
by Atkinson (1984). In his model, Atkinson suggebtat the segmentation
of the labour force inside the firm would allow argsations to deal more
effectively with intense competition and quick chbas in demand.
Crucially, in Atkinson’s model this labour markeegsnentation also
corresponds to two different types of labour flé§z numerical and
functional (Atkinson 1984; Pollert 1988; 1991; Kdderg 2001).

On the one hand, ‘functional flexibility’ is the leancing of employees’
ability to perform a variety of jobs and participah decision-making; in
doing so workers can collaborate with faster andengdfficient responses
to volatile conditions in the market. This functirilexibility tends to be
applied to workers in primary labour markets. Ore tbhther hand,
‘numerical flexibility’ refers to the strategies ats to reduce costs by
limiting workers’ involvement in the organisatioBenefits for workers
(expressed by the employment relationship) are aediio a minimum,
removing those components that are likely to gaayalty and
commitment from them, such as career ladders,tififie- employment
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contracts, or benefits. In other words, this nun@rflexibility applies to
workers in secondary labour markets.

It is clear that Atkinson’s flexible firm model wakesigned not just to
provide the organisation with more flexibility baltso to protect workers
with firm-specific skills working in the core actiles of the company
(Cappelli 2000; Cappelli and Neumark 2004). Thetgotion mechanism
would consist in providing workers on the periphéy secondary labour
markets) with non-standard forms of employmentreo to facilitate the
adjustment in the size of the workforce (Atkinso®84; Handy 1989;
Cappelli and Neumark 2004). This approach certagggests a dual
labour market structure where workers whose séidsmore firm-specific
tend to be allocated to primary labour markets amdeive better
employment conditions. On the other hand, workesklihg less firm-
specific skills are more likely to be allocatedsgcondary labour markets.
Therefore, according to this logic, those actigitimonsidered peripheral
are more likely to be subcontracted and workerth@se activities to be
subjected to non-standard employment conditions.

1.1.2. Qutsourcing

Outsourcing is understood here as an arrangemesevehclient firm
establishes a relationship with a subcontractorttierpurchase of a final
product, component, part or service under the fipations of the client
firm (Holmes 1986; Lacity and Hirschheim 1993; @hil2005;
Marchington et al. 2005).

The logic of outsourcing is inspired by centuriéseconomic thought
such as Adam Smith’'s famous example (1776) aboet tdcthnical
advantages of the division of labour in the pintdag: production is more
efficient when the whole process is divided intoytpieces of specialised
processes. In this respect, it seems that comntgpctit could be a useful
mechanism in the division of labour. The econonbiased literature
(Watanabe 1971; Holmes 1986; Lorenz 1988; Harrawh Kelley 1993)
frequently argues that labour might be subcontchdt® three basic
reasons:

e Capacity: when additional workforce is needed tonplement
existing capacity.

e Specialisation: when the client firm requires tise of specialised
labour that is not available ‘in-house’.

e Cost-cutting: when the client firm subcontractsegraent of the
production that might be produced more cheaply thjrd party.
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It seems that organisations use outsourcing whew Have not got
enough capital or labour for their production ne@dsspeak about only
two basic production factors). An example of thas e seen in the tourist
industry, which experiences fluctuating demand dgtwut the year.
During the high-demand seasons, such as summeChristmas, hotels
and other tourist-related businesses tend to agtyely on temporary and
part-time workers. Demand for the rest of the yean normally be
covered by using a permanent workforce. On the rothend, an
organisation might opt to outsource for reasonspdcialisation. Let's
stay with examples in the tourist industry. Likeyamther businesses,
hotels require adequate accounting controls andnéial supervision.
Large hotels with complex financial operations nallgn subcontract or
outsource their accounting affairs to external §ynaccounting is not
hotels’ ‘core’ business but it is critical for thetm have good accountants
if they are to be successful businesses.

Finally, organisations may use outsourcing for pust-reduction
reasons. In this case, the organisation probalsythe internal resources
to face cyclical changes in demand or the knowletigeleal with an
apparently peripheral activity, but it outsourcks &ctivity because there
is a ‘third-party’ which is able to do the sameidtt more cheaply. A
final example could be the catering services inelsotRestaurants are
perhaps not the actual core of hotels’ businesistiare is no doubt that
catering services have a big impact on customeatisfaction. Some
hotels, although they know how to manage their reageservices and
have catering facilities and staff ‘in-house’, slyngecide to subcontract
the service to a cheaper external supplier.

There is also a fourth justification for the useoafsourcing that is not
commonly identified in most of the literature: iatibn. During the
interviews, specialists from the Mexican InstitateTele-services (IMT,
Instituto Mexicano de Teleservicjamld me that many small and medium
sized companies frequently want to adopt outsogra&alutions in call
centres. When IMT consultants explain to thesentdighat a business
diagnostic must be carried out in order to evaluatether call centre
outsourcing is really needed, the common replyTi&ere is no question
about it. We already know that we need one. Bigmames do it and we
must follow their example if we want to remain caatifive”. (Interview
with an IMT consultant). Interestingly, one CEO the call centres
interviewed said that there is nothing new abowt #xistence of
outsourcing, that it is used in the business wordd time to time and is
not exclusive to present times: “It has been hereflong time; | used to
say to my clients that Christopher Columbus stastig#dourcing!”
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A key assumption of the model of the flexible fiim that flexible
organisations need a network of flexible inter-firalationships to operate
(Porter 1998; DiMaggio 2001) because this network imter-firm
arrangements is used to allocate activities consitiperipheral. In this
regard, almost by definition, it is impossible tave a flexible firm
without a set of connections to other organisatimnsarry out activities
that, otherwise, would have to be undertaken indideorganisation. As a
consequence, the giant and vertically integratedparation that
dominated the world during the post-war period (Wéh$956; Chandler
1977; Lazonick 1991) would be replaced by a netwafrlsmaller firms
using a relatively small, flexible and horizontabnkforce nowadays, in
which outsourcing might play a key role as a meddmnfor building
connections between organisatib(Riore and Sabel 1984).

In this respect, it is evident that most of thecdssions on outsourcing
are rooted in historical analyses about the natfitbe firm (Coase 1937)
and debates about hierarchies versus markets gwigthn 1979; 1981;
Simon 1991; DiMaggio 2001). In this regard, thens@ction cost concept
coined by Coase (1937) and later reformulated bliakiison (1981) are
crucial in understanding the rationale of outsaugdior many companies.
Williamson pointed to the split of costs in two fdifent categories:
production and transactions (Williamson 1979; 148lhe second category
is the costs associated with the coordination, toang, controlling and
managing of transactions. Thus, when firms haveae decisions about
which activities to ‘internalise’ and which othets ‘purchase’ in the
market, managers must consider transaction costdligison 1979;
Lacity and Hirschheim 1993). A transaction costrapph would predict
that those activities involving the transaction gifecific and strategic
assets for the firm tend to be internalised omsing the market, to be
ruled by contracts that guarantee mutual cooperdtiothe compliance of
the specifications agreed. On the contrary, if thifge of operation relies

! The rise of the network concept has triggeredniseedebates about the extent to
which networks are completely new (Castells 1996)wbether they are just
another intermediate stage in the continuum betwaarkets and organisations
(Stinchcombe 1990; DiMaggio 2001). Also, it is agduthat networks do not
represent any kind of historical discontinuity @adical chance because both
organisations and markets tend to operate alongsiddinations of cooperation,
bureaucratic rules and price mechanisms (Barleykamdla 2004; Marchington et
al. 2005).

2 williamson (in the 1970s and early 1980s) was fmazby the growth of large
bureaucracies, which produced many operations nallgr (Williamson 1979;
Lacity and Hirschheim 1993).
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on the market, companies require higher levelsup&srision and control
over the exchange and this might potentially insee&ransaction costs
(Coase 1937; Williamson 1979; 1981; Lacity and étiteeim 1993).

When looking at all these considerations about datsegmentation,
transaction costs and core-periphery models, insebat a clear rationale
emerges: peripheral activities and their workers aore likely to be
subcontracted simply because they do not reprdsemispecific assets
and contracting them out is cheaper than undegakieir work inside the
organisation. In other words, outsourcing is esabyt related to
transaction costs. However, other social scientistsn that the orthodox
business logic of outsourcing oversimplifies thédgour of participants
(Perrow 1986; Granovetter and Swedberg 1992); astierates power
disparities and the asymmetry of information in remmic relationships
(Perrow 1986); and ignores the existence of inteliate organisational
forms like market contracts that could operate filearchical arrangements
(Stinchcombe 1990) or even the existence of newgoof coordination
between organisations such as relational contigébiMaggio 2001).

In this regard, a critical approach towards outsimgr and numerical
flexibility could be taken, suggesting that it ait® for the redistribution of
risks and uncertainties in production, distributeord trading activities (de
Buen Lozano 2005; De la Garza 2005; Marchingtoal e2005) and this
‘redistribution’ of tasks and risks is marked bywms inequalities.
Consequently, in outsourcing, powerful companiggltéo ‘allocate’ to
‘weaker’ partners those activities that are mor@exable to unpredictable
changes in demand, union militancy and technoldgaasolescence
(Holmes 1986; Lacity and Hirschheim 1993; Child 20Marchington et
al. 2005). Paradoxically, this power inequalityates a lack of trust and
communication that obstructs the achievement ofimam efficiency and
ultimately provides customers with products andrises of less quality.
This situation was noted earlier as one of the ndisadvantages of
considering only the cost-cutting advantages of ewmal labour
flexibility in the short run. Therefore, the whaegument that outsourcing
is unequivocally efficient can be challenged.

The economic sociology critiqgue of the conventionabclassical and
institutional economics framework on outsourcingras to be particularly
useful when dealing with the outsourcing of laboficcording to this
analysis, labour outsourcing implies ‘distinctiod’ control, supervision,
trust, reward, stimulus and even physical allocati@tween permanent
employees and subcontracted workers (Baron andsKi€®9). These
distinctions may elicit situations of trust and peacation but also of
distrust and exploitation, depending on power arfidrimation inequalities
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among participants (Lorenz 1988; 1992; 1999). Irdemo subcontracted
firms it is common to see people working for diffet clients but ‘within’
the same organisation. Therefore, employment oelgin labour outsourcing
in a place with multiple clients can potentialluét in important frictions
and challenges for workers, clients and managers.

Despite these controversies, one cannot overloekrtportance and
popularity of outsourcing in present times. Wheninking about
outsourcing, it is almost irresistible to evoke Kitarx’s and Friedrich
Engels’s famous opening of the Communist Manife§l®48): “A
spectrum is haunting Europe, the spectre of comsmihibut the spectre
of outsourcing goes well beyond Europe and hasrbeca continuous
challenge for the labour movement around the wakitierever one looks,
outsourcing has become a type of magical solutorafmost every single
one of today’s challenges in the world of business.

In this research, the most important point in teklatronship between
outsourcing and labour is that it implies the refafation of the traditional
employment contract (Harrison and Kelley 1993; Margton et al.
2005), that is, labour outsourcing implies the reat@f the ‘rigidities’ of
the employment relationship in order to reduce dbsts associated with
labour mobility (Watanabe 1971; Harrison 1994). These economic
rigidities consist of the set of responsibilitiexlaobligations for employers
and employees alike, which increase the costshafuaallocation in the
market and within organisations (Samuelson and heud 2001).
According to the flexible firm paradigm, this mailexible allocation of
labour inside organisations and across the marketldv guarantee
optimum efficiency and higher productivity leveRafter 1998).

The dominance of the flexible firm model has bekvags a matter of
dispute (Pollert 1988; 1988; 1991) but the explesemergence of a
business and management rhetoric inspired by flayilprinciples is
difficult to ignore (Sennett 1998; Stiglitz 2003;cMichael 2004; Sennett
2009). Nowadays, outsourcing is one of the mostmomforms of inter-
firm relationship and work and employment relatiptesy an essential role
in this strategy.

3 This does not mean that outsourcing is the onpe tyf inter-firm relationship
that is strongly associated with flexible employitrfenmats.



