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Abstract

As organizations shift from tactical to strategic approaches with IT
outsourcing, their human capital portfolios of knowledge, skills,
competencies, and organizational capabilities need to be reconfigured
accordingly. Thischapter outlinesamodel for constructing human capital
portfoliosthat enable firmsto strategically leverage | T outsourcing. Two
organizational capabilities—rational strategic management processand
connective capabilities—provide the integrating mechanisms for
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competencies from three sub-units that are human resour ce information
systems(HRIS), thel Sfunction, and supply chain management. Knowledge
and skills at the individual and sub-unit level enable the development of
competencies that are integrated by organizational capabilities. Given
the dynamic natur e of competitive contexts, manager shavetoreconfigure
their organizations' human capital portfolio to align their firmswith the
external environment. In sum, creating human capital portfolios for
strategic I T outsourcing supply chains requires a multi-level and multi-
disciplinary approach to identify and strengthen the weakest links.

| ntroduction

Effectivestrategicl T outsourcing enablesfirmsto operateonthecutting edge
comparedtotoo many onthebleeding edge. Thetrendfor I T outsourcingis
growing. Thel T outsourcing marketinNorth Americaisexpectedtogrow from
$101 billionin2000to $160 billion by 2005 (Gartner Inc., cited inKaplan,
2002). Theglobal dimension of outsourcingiseven moredynamicwith 3.3
millionU.S. business-processing jobspredicted tomoveabroad by 2015 at an
accelerating rateof 30-40% per year for thenext fiveyears(Agrawal & Farrell,
2003). Although outsourcing isagrowing trend, not all firms experience
successwithit.

Thepurposeof thischapter isto develop amodel for creating human capital
portfoliostostrategically leveragel T outsourcing, which systematically elimi-
nates the weakest link of the supply chain. The model addresses multiple
organizational |evel sbecausecreating human capital portfoliosfor strategicl T
outsourcing dependsoninterrel ated knowledge, skills, competencies, and
capabilitiesfromindividual sto organizational systems. Atthefirmlevel, two
important organizational capabilities—rational and connective—integratecom-
petenciesfrom organizational sub-units. Threesignificant sub-units—thelS
function, HRIS, and supply chain management—encompassknowledgeand
skillsfromindividual sto create competenci eswithin organi zational sub-units.
Themodel for creating human capital portfolio providesameansfor managers
toanalyze, evaluate, and aligntherequisitehuman capital portfoliotostrategi-
cally engagein| T outsourcing.

Human capital portfolios should addressarange of problemsthat weaken
connectionsbetween client firms, vendors, and contracting employees. Nu-
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