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ABSTRACT
Make-or-Buy decision is a choice between manufacturing in-house or outsourcing a part in the product to ensure a performance of any manufacturing industries. There are several factors involved in making such decision. Most manufacturing industries use cost as a main factor to decide whether to make-or buy a part in the product. However other factors also considered for taking making make-or buy decision. Therefore how the manufacturing capacity influencing make-or-buy decision for profitability and technology of the industry as important issue. In order to study this survey method is employed to determine how capacity plays the role in taking make-or-buy decision in manufacturing industries. The results obtained and reported are useful ratios of make parts to total number of parts (in percentage) and its relation with capacity utilization for profitability and technology based classified batch manufacturing industries. These results are also useful to know the performance of manufacturing industries with available capacity and technology. 
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CHAPTER ONE

INTRODUCTION

1.1
Background to the Study
The make-or-buy decision problem, also known as “sourcing”, “outsourcing”, or “subcontracting”, is among the most pervasive issues confronting modern organizations (Padillo & Diaby, 2019). Companies have finite resources and cannot always afford to have all manufacturing technologies in-house (Canez, Platts, & Probert, 2017). The heightened importance of the process for buy-or-make decisions results from environmental pressures and the intensifying of global competition (Farmer & Van Weele, 2018). Therefore, these decisions should not be made only on a piecemeal basis to achieve a short-term cost saving, since acquisition or loss of core competencies may be involved (McIvor & Humphreys, 2017).
Decisions regarding outsourcing significant functions are among the most strategic that can be made by an organization. They address the basic organizational choice of the functions for which internal expertise is developed and nurtured and those for which such expertise is purchased. Thus the make-or-buy decisions are often major determinants of profitability and can be significant to the financial health of a company (Yoon & Naadimuthu, 2014). They can impact upon corporate strategy, company's cost structure and competitiveness, flexibility, customer service, and the core competencies of the organization (Ford, Cotton, Farmer, Gross, & Wilkinson, 2020; Manders & Brenner, 2018; McIvor & Hamphreys, 2017; Tayles & Drury, 2020).
Despite the importance of make-or-buy decisions, most contributions to this area have been theoretical in nature; relatively little research has been undertaken to provide a thorough understanding of the make-or-buy process (Canez   et al., 2017; Laios & Moschuris, 2019; Platts, Probert, & Canez, 2019).
A number of recent studies (Canez et al., 2017; Laios & Moschuris, 2019; Tayles & Drury, 2020) identify organizational participants involved in make-or-buy decisions. However, with the exception of the study by Laios and Moschuris (2019), neither of these studies investigates the degree of involvement of various functions at the stages of the make-or-buy process. There is also no attempt to determine if the organizational participants in make-or-buy issues vary from company to company and depend on a number of contextual variables. This investigation is important because it can provide companies with a framework regarding the functions that should be involved in the make-or-buy process. It can also make clear that, in order to reach an efficient make-or-buy decision, companies should take into account certain idiosyncratic conditions.
This study reports on the make-or-buy decision in enterprises operating in Greece. To better understand the make-or-buy strategy adopted by enterprises operating in Greece, this issue was discussed with experts and business executives. The conclusion derived from these discussions is that until 1990s enterprises had a high proportion of manufacturing in-house. The business environment changed dramatically during the last decade. More specifically, the enterprises outsource many of their activities to subcontractors in Greece as well as in other countries in the Balkans to save money. Having in mind that outsourcing is directly related to the make-or-buy issue, it would be useful to conduct a study in enterprises operating in Greece regarding the organizational participants involved in the make-or-buy process (Humphreys 2016)

In the following section, the purposes of our study are presented, followed by a literature review of the variables used in this research. Then, the method adopted for this study is explained and the statistical analysis of the data is described. Subsequently, the results are presented and discussed in the context of existing knowledge in the field. Finally, managerial implications of the findings are presented and directions for future research are identified along with the limitations of the study.
1.2
Statement of the Problems
The general problem in this research includes whether to make or buy in the organizational set up, this has to be given a special focus in order not to miss usefulness. At the initial stage, they may be the tendency for the organization not to make it at all in that the level of profit maximization may be very low and it may lead to the close down of the firm in the future.

The company even finds it difficult to achieve its present objectives if it fails to run smooth production at a given period or, as started, as to be able to meet the demand of its teaming customers.


Decision to either make or buy constitutes the most significant part of the current production of most manufacturing/ merchandising firms, which indicate clearly that substantial amount of money, is committed to this important tool. It is essential therefore to efficiently monitor the decision to either and over-investing.

1.3
Research Questions

i..
Is there any relationship between make or buy decision and organizational profitability?

ii.
Are there challenges facing organizations in terms of make or buying decisions?

iii. 
Are there economic benefits of make or buy decisions in an organization? 

1.4
Objectives of the Study
The general objective of this project is to examine the impacts of make or buy decision on organizational profitability and survival. The specific objectives are:

i. to examine the relationship between make or buy decision and organization profitability;
ii. to analysis the challenges facing organization in terms of make or buying decisions; and
iii. to examine the economic benefits of make or buy decisions in an organization

1.5
Research Hypotheses 


The following null and alternative hypotheses are formulated and will be tested by the researcher in order to ascertain the validity of the empirical study as contained in the research questions

Ho1:
There are no relationships between make or buy decision and organization profitability

Ho2:
There are no challenges facing organization in terms of make or buying decisions

Ho3:
There are no economic benefits of make or buy decisions in an organization

1.6
Significance of the Study
The research will be very useful and significant to various stakeholders in Tuyil Pharmaceutical Company Nig Ltd. Some of the stakeholders to benefit from this research study include:

· Manufacturing Industry: This research project is important to all manufacturing industries in Nigeria as it will vividly expose the poor decision of make or buy.

· Student: The study will also be important to the researcher as a student because it adds value to the researcher’s knowledge on the topic under discussion.
· Society: The researcher will help the society and the general populace by enlighten them on the various issues on the make or buy with respect to purchasing and procurement.

· Subsequent Researchers: the research will be very significant to subsequent researchers in the field as it serves as an eye opener for them to understand the fundamental knowledge and underlying principle of the research topic.

1.7
Scope of the Study

The study focused on manufacturing firms that were registered in Nigeria. It was limited to the impacts of make or buy decision on organizational profitability and survival. The study uses Tuyil Pharmaceutical Company Nig Ltd as the case study. Some of the limitations encountered during course of this project works:

a. Time Constraint: A lot of sacrifice has to be made so that the researcher could have enough time for this study. The time lag was a serious problem faced by the researcher, that is the time space between the period it was submitted which was not sufficient enough as the researcher has to combine academic activities with the research work which was not all that easy. Additionally, the time constraints made quiet challenging following up on respondents to collect questionnaire feedback for the necessary required data for analysis as well as meeting with supervisor for consultations.

b. Financial constraint: The research encountered some financial difficulties as we could not get enough adequate funds for some activities which have great impact on the success of the researcher as well. 

c. Data problem: The statistical data to be collected were scarcely recorded in almost all departments in the organization and were not properly kept, not updated and this made it difficult for the researcher to get sufficient and adequate information needed.

d. Busy Schedule: Busy schedules of respondents at work coupled with their individual social responsibilities made it very challenging for them to respond to the questionnaires in time and to return them for the researcher to continue with data analysis. This further reduced the return rate of questionnaire.

1.8
Definition of Terms

Make: it is the act of producing certain things.
Buy:  is an idea of paid or getting by paying a price 

Policies: the plan of action to be taking by management of an organization, policies define the boundaries within which decision can be made and directed towards the accomplishment of objectives.

Decision: it is the act of the making up of mind about certain things.

Capital equipment: is the Installation of equipment such as plant, machinery and other major equipment used directly for production of goods and services.

Purchasing policy and procedure audits: this is used to determine if established purchasing policy and procedures are being added here to.

Purchasing: is the continuous management process that is responsible for anticipation, identification and the provision of the good and services that are required by an organization with objectives of increase organization profitability.

Production: it is the process of producing or making an item.

Capacity; Ability to certain, hold or get hold of something. 

Unsatisfactory: Not giving pleasure or satisfaction from need or desire.

Specification: Is a definite description of what is wanted.

Supplier: one which responsibility is to supply or make available for further usage either for production or normal consumption.

Standard: it is a model with which something is compared.

Quality: is anything that conforms with one’s pre-determined standard.

Evaluation: evaluation in purchasing is required to ensure that progress is being made towards objectives according to plan. Is part of the control process?

Manufacturing business is any business that uses components, parts or raw materials to make a finished good. These finished goods can be sold directly to consumers or to other manufacturing businesses that use them for making a different product.

Differentiation: This is when logistics activities are managed in a way to provide the best comparative net value to customers, the centrality of logistics to customer value creation (Fugate, Mentzer & Stank, 2010). 

Effectiveness: Effectiveness is defined as the resource getting ability, and refers to an absolute level of output attainment, it is the extent to which the logistics function‘s goals are accomplished (Graeml, & Peinado, 2011; Fugate et al., 2010). 

Efficiency: Efficiency is an internal functioning of logistics which refers to the ability of logistics function to manage resources wisely and generally is considered best represented through some ratio of the normal level of inputs to the real level of outputs (Graeml, & Peinado, 2011; Fugate et al., 2010). 

Firm Performance: An assessment of how performance is on three specific areas of firm outcomes: financial performance, market performance, and customer value added (Richard, Devinney, Yip, & Johnson, 2018).

Flexibility: In logistics, flexibility is the ability of logistics management to respond to customer requests, to anticipate change, to adapt and to accommodate special or non-routine requests and to handle unexpected events, from both the view points of the supplier and the customer, ensuring minimal cost and delays (Karia, 2011). 

Information Flow: It is the sharing of information on transfer or exchange of information indicating the level and position of inventory, sales data, and forecasting information, information about the xvi status of orders, production schedules and delivery capacity, and firm performance measures (Wardaya, et al, 2020).

Information technology: Information technology (IT) is defined by Bagchi and Skjoett-Larsen (2017), as a wide range of increasingly convergent and linked technologies that process the information as well as the information that business generates and use Inventory

Management: It is the process of consistently having the optimal amount of row materials for transformation and finished products available in order to deliver them rapidly to meet a customer‘s inventory requirement in a competitive manner (Bowersox, et al., 2010). 

Logistics: Logistics encompasses all the information and material flows throughout an organization, it is the process of strategically managing the parts and finished inventory (and related information flow) through the organization at cost effective fulfillment of orders (Christopher, 2010) 

Logistics Information System: is a computer-based information system (IS) that supports all aspects of logistics management including the coordination and management of various activities such as; fleet scheduling, inventory replenishment and flow planning (Chang & Lee 2020). 

Logistics Management: According to CSCMP (2020), logistics management is that part which implements, and controls the efficient, effective forward and reverses flow and storage of goods, services and related information between the point of origin and the point of consumption in order to meet customers' requirements(CSCMP, 2020).

CHAPTER TWO

LITERATURE REVIEW

2.1 Conceptual Framework
2.1.1
Concept of Make or Buy Decision


Afuah (2018) opined that make-or-buy decision is an act of choosing between manufacturing a product in-house or purchasing it from an external supplier. Also referred to as an outsourcing decision, a make-or-buy decision compares the costs and benefits associated with producing a necessary good or service internally to the costs and benefits involved in hiring an outside supplier for the resources in question.

Afuah (2018) affirmed that to compare costs accurately, a company must consider all aspects regarding the acquisition and storage of the items versus creating the items in-house, which may require the purchase of new equipment, as well as storage costs.

Edward and Geoffrey (2018) developed an engineering-based model of outsourcing, and showed relations between optimal outsourcing fraction and cost structures, as well as technological change. In addition, there were lots of researches for option of outsourcing which had been approached from the cost viewpoint. Balakrishnan (2018) investigated make or buy decision that compared the cost of administering transactions inside a firm and across markets. To decide make or buy, Lynn and James (2017) studied from cost system approach. They analyzed cost accounting systems, such as ABC (Activity-based costing), DC (Direct costing), TCA (Traditional cost accounting) and TOC (Theory of constraints), and showed significant differences between the solutions obtained using the TOC/LP and other three accounting system. The cost of every minute worked at any resource (minute rate) and the subsequent outsourced quantity and net profit can be computed using the computational procedure suggested by Mishra et al (2017). 
Souren et al (2015) assessed the quality of the TOC based approach to generate good or even optimal solutions. Varying results were obtained when compared with other product-mix decision tools considering various product-mix situations such as type and number of constraints, requirement of integer or non-integer solution, costs involved and nature of objective function. Coman and Ronen (2020), Chakrabarty (2016), Ray (2017) studied the performance measurement aspect of TOC with standard cost accounting.

2.1.2
Factors affecting make-or-buy decision
Make-or-buy decision is about the choice of whether to carry out a particular process or activity within a business or to buy it from a supplier Afuah. (2018). By survey of various manufacturing industries, found out main driving factors for make or buy decision. These driving factors, are grouped into five groups such that factors of each group are having similar characteristics or attributes.
The main five groups are: 
i) Technology driven factors 
ii) Capacity driven factors, 
iii) Quality driven factors, 
iv) Economy driven factors, 
v) Risk driven factors
For successful outsourcing, a industry should use the identified key driving factors and their stepwise implementation in order to achieve its objective and goals (Canez, Platts, & Probert, 2016). Most of the industries considered cost as a major factor when deciding to make-or-buy decision because the company always seeks ways to maximize profit by minimizing cost of manufacturing parts. Humphreys, and McIvor, (2016). There are only few industries that took a strategic view of their make-or-buy decisions, with many industries deciding to buy rather than make based on a short-term reason of cost reduction and capacity (Katikar 2018) .An industries should not only take the cost as a consideration in determining make-or-buy decision, but also need to consideration about other factor such as quality, capacity, delivery, Core Business/ Competence and etc for to improve the overall performance of manufacturing industries and effects on its future survival. Katikar (2012). 
David (2019) studied the electronic firm and concluded that with the increasing pace of technological innovation and the increasing cost of manufacturing equipment, many OEMs are reluctant to respond to economic cycles by adjusting their own in-house capacity(use of technology) for better performance of industries and also observes that the manufacturer subcontracts more (invests less on his own capacity or low technology) as the demand uncertainty increases, which induces the subcontractor to invests more.

2.1.3

Make-or-buy process

Every decision-making process is triggered by some stimulus, which may be the output of some preceding process. The process is terminated by a definite output (response). It is this output that is used to identify/designate the decision- making process. The process receives information input that can be subjective (e.g., opinion of other persons) or objective (e.g., price) (Vyas & Woodside, 2018).
Regarding make-or-buy decisions, Probert (2016) proposed a four-stage methodology that may be implemented by practising managers to resolve this issue. The various stages in his methodology are:

· Initial business appraisal. This phase addresses issues related to the direction of the business and the customer preferences.

· Internal/external analysis. This is the heart of the review. Details of the company's internal performance as well as the competitors' performance are collected.

· Generate/evaluate options. Having the information from phases one and two, make-in and buy-out options are analyzed.

· Choose optimal strategy. Considering the different options generated in phase three, the optimal strategy is chosen.

Platts et al. (2017) described a structured methodology for addressing the make-vs.-buy questions and reported on its application within a manufacturing company. The make-or-buy process is composed by three phases. In the first phase (preparation), the project team is selected and briefed and the component family or process to be considered is identified and specified. The second phase (data collection) is the major phase of the process and requires the specification, the gathering, and the weighting of the factors influencing the performance of in- house and external supply against each of these. Finally, during the third phase (analysis and results), the results of the weightings and ratings are combined to give a single figure which provides an indication of the relative merits of making or buying when a wide range of factors are taken into account.
[image: image1]
Source: Venkatesan, 2017, Conceptual model

2.1.4
Organizational participants

In order for the make-or-buy process to occur, it has to get started, and has to be triggered off into various activities such as search and evaluation leading to a final decision. Two main roles can be encountered in every make-or-buy situation. The advisory role refers to the two stages (initiation of the make-or- buy issue, information handling) that precede the decision- making stage (Ford et al., 1993; Laios & Moschuris, 2017). The advisors are the persons who start the make-or-buy process by recognizing the need, as well as the persons who are responsible for gathering all the data required for the evaluation of each alternative. The decision-making role goes with the authority to take the final decision (Laios & Moschuris, 2017).
The efficiency of a multi-functional team or committee responsible for resolving make-or-buy issues has been stressed by a number of authors (Burt, Dobler, & Starling, 2017; Canez et al., 2018; Stuart, Sarrell, Guinipero, & Kolchin, 2019; Venkatesan, 2017). The important point to keep in mind is that all departments that contribute to the decision, or that affected by it, should have some voice in making it. This committee should include representatives from various functions such as financial, engineering, production, personnel, sales, marketing, and purchasing. This multi-disciplinary committee is in a better position to determine which aspects (or sub-systems) of their products give them a competitive advantage and whether critical competence lies in-house or with a supplier (Tayles & Drury, 2016).

2.1.5
Organizational characteristics

Firm size is an important determinant of organizational structure. More specifically, a number of researchers argue that the larger the organization, the less ability the individual user or department has to operate independently, and to ensure that she/ he obtain exactly the item wanted. Large size breeds bureaucracy, which tends to inhibit decision participation and informal communications flows (Bellizzi, 2020; Lilien & Wong, 2018; Lynn, 2018).
On the contrary, according to the contingency theory, the larger the company the less top management is involved; and even when it is, the information used in making a decision is compiled and presented by the lower echelons of management. Additionally, a greater number of individuals are involved in the decision-making process. Large firms are more likely to formalize goals and plans, performance measures, workplace rules, and operating procedures. Moreover, larger organizations support formal mechanisms for greater information exchange and facilitate development of better information sources (Crow & Lindquist, 2018; Marsh & Mannari, 2020; Naumann & Kim, 2019; Vickery, Droge, & Germain, 2017).
The role of operations technology in the structure and functioning of complex organizations has been the focus of a number of empirical studies. However, this research seems to have generated more controversy than agreement about the importance of operations technology to organization.
On the one hand, some researchers, in line with the contingency theory, suggest that organizations should structure their activities in accordance with the demands of their transformation technologies (Avlonitis, 2016; Naumann & Kim, 2019). Specifically, organizations with routine technolo- gies exhibit greater formalization and centralization than organizations with nonroutine technologies.
On the contrary, a number of researchers argue that operations technology is not very important at all to organization structure, especially when compared to other contextual variables, such as size and dependence on other organizations (Child & Mansfield, 2019; Lincoln, Hanada, & McBride, 2019; Reimann, 2020).

2.1.6
Item/service characteristics

The choice of whether to manufacture an item internally or purchase it on the outside can be applied to a wide variety of decisions on the following: parts needed for the production of goods for sale, a new building, new equipment, tooling, and the like (Tayles & Drury, 2016; Yoon & Naadimuthu, 2018).
There is a whole class of make-or-buy decisions involving services or intangibles. Typical examples include marketing, information technology, legal, accounting, insurance, person- nel, quality control, cleaning, security, and maintenance (Anderson & Weitz, 2019; Bryce & Bryce, 2018; Fields,  2018; Kent, 2018; Lacity, Willcocks, & Feeny, 2018; Leenders & Nollet, 2018; Lodish, 2018; Seaman, 2020; Smith, 2018). The evolution of third party logistics providers (3PLs) has led companies to investigate the make-or-buy dilemma in logistics services (Bhatnagar, Sohal, & Millen, 2017; Dapiran, Lieb, Millen, & Sohal, 2018; Laarhoven, van Berglund, & Melvyn, 2014; Lieb & Randall, 2018). The basic conclusion derived from these studies is that there is an ever-increasing trend for outsourcing logistics services, due to the variety of functions (e.g., carrier selection, warehousing, product returns and order fulfillment) performed by the 3PLs, the significant cost reduction and the improvement in customer service.
Commercial uncertainty is related to the degree of business risk and to the impact of the acquisition of an item/service on the future profits and on the profitability of the firm (Laios & Moschuris, 2017; McCabe, 2018). Fisher (2016) suggested that the buying responsibility is largely determined by commercial uncertainty. As commercial uncertainty increases, more people at many hierarchical levels should be involved in the buying process, to ensure profitable purchasing. Laios and Moschuris (2017) found that new items/services (subjected to make-or-buy investigations) are characterized by high commercial uncer- tainty. However, the degree of involvement of functions and hierarchical levels in make-or-buy investigations for new items/services was found to be relatively low. This fact increases the risk of making erroneous decisions that have a serious impact on the competitive position and profitability of enterprises.
2.1.7
Concept of capacity
a)
Capacity can be viewed as a measurement of the value-creating ability of a machine or system or being the ability to produce work in a given time must be measured in unit of work. For a manufacturing facility, capacity is simply the maximum output that can be attained with the existing capital equipment during a period of time. Thus, an automobile manufacturer may define its capacity as the number of cars that can be assembled in an hour, day, week, or month. It is important to consider theoretical or practical capacity when making strategic and operational decisions. Katikar (2020). Capacity Management is defined as the function of planning, establishing, measuring, monitoring, and adjusting levels of capacity so that sufficient capacity is available to permit execution of the manufacturing schedules Moschuris (2020) . In practice, many operations managers rely on rules of thumb to manage capacity, as a structured unified analytical approach is often lacking. 
b)
Ideal capacity(Designed capacity) -The optimal amount of work that a process or plant can complete using a 24-hour, seven-day operation with zero waste, i.e., the maximum output capability ,allowing no adjustment for preventive maintenance, unplanned downtime, shutdown, etc or largest volume of output possible if a facility maintained continuous operation at optimum efficiency, allowing for no losses of any kind, even those deemed normal or unavoidable; also called maximum capacity, theoretical capacity, or engineered capacity. This capacity is not realistic due to repairs, maintenance, setups, and other factors that will result in down time. 
c)
Practical capacity- It is defined as the actually useful capacity of a plant. It is also known as the operating capacity. This capacity takes into account the loss of time due to repairs, maintenance, minor breakdown, idle time set-up time, normal delays etc. generally the Present capacity is taken between 80 to 90% of the related capacity. 
d)
Idle capacity-It is that part of the capacity of a plant ,machine which cannot be utilized in production ,It may arise due to lack of product ,non-availability of raw material ,shortage of labor/ absenteeism‘s shortage of power fuel or supplies, seasonal nature of product etc. 
e)
Rated capacity- It is a determination of the maximum usable capacity of manufacturing capability. Rated capacity can never exceed ideal capacity. In fact this capacity is the maximum possible productive capacity of a plant. It is also known as the installed capacity of a plant. It is a product of ideal capacity times capacity utilization. 
f)
Normal capacity- The average, expected, utilized capacity of a machine, process or plant/unit over a defined period of time (day, week, month, year, etc.).It is the capacity of a plant which is expected to be utilized over a period based on the sales expectancy. The determination of this capacity considers the average utilization of plant capacity during one full business cycle which may extend over 2 to 3 years. It is also known as average capacity and is used to compute overhead recovery rate or average level of operating activity that is sufficient to fill the demand for the company's products or services for a span of several years, taking into consideration seasonal and cyclical demands and increasing or decreasing trends in demand. 
g)
Expected actual capacity-similar to normal capacity, except it is a short-run level based on demand, it minimizes under- or over applied overhead but does not provide a consistent basis for assigning overhead cost. Per-unit overhead will fluctuate because of short-term changes in the expected level of output. This is also called planned capacity.
h)
Capacity utilization-It is a ratio between the used capacity of a firm and its ideal capacity. It can be computed by the following formula: 
Capacity Utilization = Used Capacity/ Ideal Capacity 
Capacity utilization is affected by an organization`s product mix, production scheduling, age of equipment, and maintenance standards. 
2.1.8
Concept on Capacity Utilization
Capacity utilization of installed plant is the principal factor of production performance. Capacity utilization is a concept in economics which refers to the extent to which an industry actually uses its installed productive capacity. Hence, it refers to the relationship between actual output that is produced with the installed equipment and the potential output which could be produced. Mohamed (2020). 
In production perspective, Capacity utilization tells about how much capacity is utilized to produce parts from a plant in a production cycle time; and indicates whether or not a plant can support future demand growth without further capital investment. Capacity utilization is also used to explain some important factor of manufacturing such as productivity, profit, assessing growth, future investment, and production cost. 
In operations point of view, Capacity utilization calculates how much of the rated output of the production facility is utilized; and could contribute to develop efficient production planning to meet customer demand Nikolarakos and Georgopoulus (2018).The decision about part to be made is depend on technology and capacity available, if capacity utilization increases; then industry are likely to operate with a positive output gap (capacity gap is the difference between the potential output and actual output)which contributed to reduce unit cost of a product Parasia (2019).The capacity utilization rate is found by dividing index of manufacturing output by index of manufacturing capacity. A standard deviation of capacity utilization is the weighted average of the ratio between the actual outputs of the industry to the maximum that could be produced per unit of time, with existing available resource.
2.1.9

Four Stages of Process Make-Or-Buy-Decision


The decision of whether to make or to buy is a problem that is frequently encountered by higher managers who want to reveal and exploit every competency within the links of the supply chain. Make or buy is a decision not to be made only on the basis of economic considerations, since acquisition or loss of core competencies may also be involved.

Decisions regarding outsourcing significant functions are among the most strategic that can be made by an organization. Sekaran, (2014). They address the basic organizational choice of the functions for which internal expertise is developed and nurtured and those for which such expertise is purchased. Even an individual make-or-buy decision can affect company’s production methods, working capital, cost of borrowing or competitive position.

Outsourcing provides companies with the freedom to concentrate their energies on key activities that are critical to maintaining their competitive edge. This results in improvement of industrial relations and rising labour productivity.

For activities eligible for outsourcing, the key strategic question is whether the firm can perform those service activities on a level that is comparable with the best organisations in the world. If a service activity meets several criteria, the next step is deciding whether the service is central to the firm’s core strategic activities. Moreover, to make the best make-or-buy decision, companies must determine how that decision will affect the final product quality and the company’s technology (Richard et al 2019).

The following are the suggested stages to successful make-or-buy decision:

· building incentive for outsourcing,

· exploring strategic implications,

· analyzing costs/performance,

· Selecting providers.

·  SHAPE  \* MERGEFORMAT 


Figure 4 – Four stages in the make-or-buy decision process
Source: Venkatesan, 2017, Conceptual model

Planning stage

As with any significant new planning activities also by planning initiative team member selection, the leader selection and outside adviser come into play. The project team assesses the risk and the resources, information and management skills needed to mitigate those risks, while the outsourcing adviser levels the playing field with the outsourcing providers Shahidul, (2020). The feasibility of outsourcing is determined by a series of screenings that every outsourcing initiative should pass before further, detailed evaluation:

1. Senior management and employee announcement: Because outsourcing involves a number of strategic issues, as well as significant risks and rewards, senior management’s clear and unequivocal stated support is prerequisite. For larger out- sourcing initiatives top management must play a role. For smaller initiatives, middle-level managers might do the heavy lifting with the support of senior management. The team usually needs a mix of managerial and technical talent and representatives from user areas whose services will be directly impacted by outsourcing. User perspectives and objectives are essential for setting the scope and assessing the risks. Before selecting the project team and advisers the organisation must inform also the employees about the outsourcing initiative explain why outsourcing should be explored and indicate that this is only a test to determine if outsourcing is a viable tool. If they do not know what is happening, they may react very negatively to outsourcing.

2.
Choosing the project leader: Early in the outsourcing evaluation process, the customer must identify who will take the leadership responsibility, perform the analysis, and make the decisions. The role of the outsourcing project leader is complex and challenging. It runs from managing the project, the team, and the individual team members to gathering technical support, facilitating discussions, and drawing out consensus to drafting reports, making presentations and so on Katikar (2018) . In selecting the individuals for this position, the following characteristics should be considered: 
(1)

Ability to embrace and champion change, 
(2) 
earned credibility across the organization, 
(3)

 a desire to manage, not to do, 
(4)

 The ability to build trust, 
(5) 
Strong communication skills,
(6) 
strong negotiation skills, 
(7) 
Strategic planning skills, 
(8) 
Project and team management skills, 
(9) 
Marketing skills, 
(10) 
Process expertise. Tim Gallagher etal (2005).

3.
Appoint process implementation team: Choosing team members is a critical step in successful out- sourcing. Characteristics and skills that the outsourcing team members should possess are the following: 
(1)
Motivation to participate, 
(2)
a record of delivering on promises, 
(3)
Strong communication skills, 
(4)
Ability to think creatively and strategically, 
(5)
Solid performance evolutions, 
(6)
Relevant specialization within the organization, 
(7)
Wide experience from outside the organization. The team members should be objective. They should represent a cross-section of the organization’s functions and should have access to and full cooperation of the individuals in the areas to be considered for outsourcing Afuah (2018). The size of the customer’s team depends on the scope and size of the project, but smaller teams are generally more effective. The team can be quite small in the planning phase and expanded when the analysis begins. Teams with full-time members are often more focused and effective than teams composed of people who work part-time, although full-time allocation may only make sense for large outsourcing projects. It helps tremendously to have persons experienced in out- sourcing on the team for the insight they bring to the issues and the realism they bring to cost and benefit estimates.

Choosing an independent advisor
Independent outsourcing advisors can help avoid failures. They will have seen different situations first hand and can help the client avoid the same pitfalls. Lack of planning, lack of follow-up in execution, miscommunication, not understanding cultural differences, poor process, etc., are just a few of the areas that an outside advisor can help with. If a client has not established an offshore outsourcing relationship, having an independent advisor can help formulate clearly articulated objectives and bring their expertise to the table with regard to process, selection, contract negotiations, and getting the transition going in an accelerated manner. Canez (2016). An- other benefit of an outside advisor is to help the client understand if they are getting a good deal (compared with the industry and other clients doing similar work with a similar type of outsourcer).
This removes one potential area of mistrust in the relationship. Also, advisors who have people with good understanding of the outsourcer’s national culture can explain the cultural differences. There are steps one can take to avoid these problems. Independent advisors can most certainly help in establishing, repairing, maintaining, and improving client/provider relationships.

Evaluation stage

If the outsourcing idea has passed the initial screenings, planning can proceed to a detailed out- sourcing evaluation:

1. Outsourcing implication on organizational vision and structure: Early in the outsourcing evaluation process, the customer must find out and under- stand how outsourcing can fit within the organisation’s strategies (organizational structure and vision) and how its implementation will affect those strategies.

2. Determining core competences: Core competencies are the source of competitive advantage and arise from the integration of multiple technologies and the coordination of diverse production skills. To achieve long-term growth, companies need to develop, protect, and leverage their core competencies and consider outsourcing any activities that do not confer a competitive advantage. If the function or functions to be outsourced contribute in central ways to the organization’s competitive success (core competencies) then those core functions are probably not strong candidates for out- sourcing. Identifying which resources and capabilities to preserve and which activities to outsource, requires careful consideration and planning.

3. Defining the motive, objectives and scope: Before serious analysis of cost and performance can take place, the company should know the objectives of outsourcing and know the scope of what is to be considered for outsourcing. If the company does not know what it is trying to accomplish, any alter- native can look good or bad. Companies that rush into outsourcing without fully understanding what they hope to gain soon find themselves in a mire of contractual battle or not receiving improved services. Sensible reasons to consider outsourcing are both strategic and tactical. It is essential to know and clearly define the objectives of the company and to document what the company expects from outsourcing. Clear objectives help lead to a sound decision on what to outsource and what not to out- source. The objectives for outsourcing are often de- rived directly from the motives for outsourcing that can be grouped into a few summarised categories:

(1)
Concentration on core business, 
(2) 
Investment reduction, 
(3) 
Restructuring of the supply chain, 
(4) 
Cost reduction and service improvements. 
Specifying outsourcing objectives that are more specific than the motives provides a basis for developing selection criteria for the provider and guides the requirements and conditions in the RFP and pro- vides a common understanding for the persons who write the RFP, evaluate the proposals, and recommend the selected supplier(s). Objectives also provide the basis for evaluating provider proposals. Charles (2019).

The last important thing to be defined is the scope. Outsourcing can be divided into two general categories: total and selective. Total outsourcing involves contracting out 80% or more of the function. Selective outsourcing involves outsourcing a few functions that total less than 80% of the whole. Methods for identifying functions that might be selectively outsourced include opportunistic, problem-focused approaches and more methodical planning approaches.
2.2
Theoretical framework 
The theoretical framework adopted in this study to explain the relationship between the producers’ make or buy decision and business shutdown in textile manufacturing mills in Nigeria was the theory of choice and the theory of constraints. 
2.2.1. Theory of choice 
The theory of choice also known as decision theory is the study of reasoning underlying management or agent’s choices (Steele & Stefansson, 2018). Decision theory is a multidisciplinary approach employed to determine how decisions are made in the face of unknown variables and uncertainty decision environmental framework. The theory began to evolve from the middle of the 20th century due to its importance and contributions from a number of academic disciplines (Hansson, 2005). Recently, decision theory has earned an academic focus and has been pursued by scholars in a different discipline such as economics, philosophy, statistics, psychology, politics, management and social sciences (Tversky & Daniel, 2019). Decision theory was classified into three following areas of decision making. 
Descriptive decision theory examines how unreasonable beings make decisions. Prescriptive decision theory attempts to offer guidelines for managers to make the best possible decisions under an uncertain decision-making framework. The practical application of prescriptive approach is known as decision analysis which aimed at discovering the optimal decision methodologies to assist managers to take superior decisions (Slovic, Fischhoff, & Lichtenstein, 1977). Normative decision theory provides guidance for making decisions given a set of values (Hansson, 2005). The theory of choice has been used by various scholars to address various decision issues (Hansson, 2005; Sobel, 1990; Steele & Stefansson, 2018; Tversky & Daniel, 2019; Weirich, 1985) 
2.2.2. Theory of constraints 
The theory of constraints is associated with the notion that where quantitative or qualitative constraints exist, organization management should attempt to take optimal decision to allocate the key factors appropriately to the organization’s best advantage. This would increase performance and avoid operational cessation (Goldratt, 2018). According to Goldratt (2018), the theory of constraints is an overall management philosophy which sees any manageable system (an organization) as being limited in achieving one or more of its goals by a number of constraints. In every business outfit, there is usually at least one constraint binding the organization activities at the lowest level. This theory uses a focus process to identify the constraint and restructure the rest of the organization actives around it to achieve its objective. The theory was propounded by Eliyahu M. Goldratt in 2018 in his book titled “The goal” and the idea was modified in his project management book titled “Critical Chain” published in 2016. Though, an earlier propagator of a similar concept was Wolfgang Mewes in Germany with publications on power- oriented. 
However, Wolfgang version was not as appropriate as the model philosophy of constraints advanced by Goldratt. The theory was adopted by various researchers (Bajec & Igor, 2010; Jaydeep & Chun, 2005; Katikar & Pawar, 2020; Mohammad, Baguley, & Tiwari, 2020). The theory of constraint noted that an organization can be measured and controlled by variations on three actions namely throughput, operational expense, and inventory. The argument is that if nothing limits a firm’s goal, its achievement would be endless which is unrealistic in a real-life situation. The objective of any manufacturing industry is to produce and sell, survive and beat competitors in the industry, make a profit now and in the future to continuously reward investors and other stakeholders. Decision theory and the theory of constraints were relevant to the current study on the ground that Managers faces an alternative course of action and decision making on a daily basis. Based on this premise, the study was underpinned by the theory of constraints on the ground that the rate of objective achievement by a goal-oriented system is limited by at least one constant. The underlying principle of this theory was relevant to Nigerian textiles mills facing a make or buy decision and business shutdown (Gupta & Doug, 2018; Hegji, 2004).
2.3. Empirical Review
Some previous researchers have provided empirical evidence on the relationship between the make or buy decision and business performance. In this section, the researchers reviewed some of the existing empirical studies which are in line with the underpinning theories as follows: 
Mohammad et al. (2020) analyzed make or buy decision process in a research and development SME. Findings revealed that the decision affects current and future costs, capability, and competences in the company. The study concluded that make or buy decision is motivated by costs savings. 
Katikar and Pawar (2020) studied the relation between make or buy decisions and capacity for profitability in textile industries. The results were useful ratios of make parts to a total number of parts (in percentage) and its relation with capacity utilization for profitability.

Diogu et al. (2014) investigated the problems and prospects of the Nigerian textile industry. The study concluded that Nigeria has great potentials in textile manufacture based on her large consuming population and labour force and it identified allied textile industry as new areas of investment that would reward local investors. 
Akewushola (2018) evaluated outsourcing strategy and organizational performance evidence from Nigeria manufacturing sector. The findings revealed that firms that outsource experiences reduced average cost, increased sales turnover and profitability, enhance expertise, improve service quality, reduce staff strength, streamline the production process, reduced administrative burden and save time for core activities (Makinde et al., 2018). Nigerian textile industry: A tool for actualizing economic stability and national development. The study submits that a well-developed and effectively managed textile industry will impact positively on the nation’s economy and ensure the sustainability of the Nigerian textile industry and would reduce unemployment in Nigeria. 
CHAPTER THREE

METHODOLOGY
3.1
Introduction


This chapter discusses the method and procedures that will be used in carrying out the research and it will also discuss the research design, population of study, sampling procedures, research instruments, validity and reliability of the instrument and method that will be employed for data analysis.
3.2
Research Design

The design that was considered for the research was survey. The case study approach that was adopted took place at Tuyil Pharmaceutical Company. The case study method was chosen because; case study is suitable for practical problems. It is often seen as being problem – centered, small scaled and manageable. Again, case study method has the uniqueness ability to use and apply differently a lot of different empirical evidence (Yin, 1994). 
3.3
Population of the study

Population is a subset of the target population from which the sample is actually selected. It is broader than the concept sample frame. The population for this study comprises staff of Tuyil Pharmaceutical Company which is Four Hundred and Eighty (480) staffs of the company. This figure was shown to the researcher by the manager in charge of human resources management.
3.4
Sample Size and Sampling Techniques

The sample size for this study is drawn from the entire population of the company which is (480) staff. The required sample size for this study shall be derived using the Taro Yamane (1967) Formula, as stated below;

Formula n = [image: image3.png]1+N(e)




where

n = desired sample size


N = population size


e = margin error

For the purpose of this research study, the margin of error is taken to be 5%. From the total population of N = 480, this implies the e = 0.05. Using the Yamane Formula, substituting into the Yamane’s Formula, hence the sample size for the research study is computed below as;
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n =
        480


1+480(0.05)2
n  = 218.18

This implies that a sample size of 218 will be required in this study to achieve a 95% precision from utilizing information and data collected from the sample.

The sampling technique employed in this research is the simple random sampling techniques. This is to enable the study to obtain reasonable conclusion from which generalization shall be ascertained from Staff.

3.5
Method Of Data Collection 
With the source of information been the sampled senior staff, the data collection procedure adapted was the self administered questionnaire by the respondents (selected senior staff). The respondents to this questionnaires were free to answer the questions according to their own conscience without been compelled to satisfy the researcher. Information from these questionnaires constituted the primary data for the research. Additionally interviews were conducted with the selected executive members and heads of departments. 

The interviews were conducted because; it is an important source of gathering data for case studies. The kind of interview used was what is called by Merriam (1998). Semi-structured interview. Because of the presence of pitfalls in the use of interviews by way of response bias and reflexivity Yin (1994), though questions are predetermined, the questions for the interview were not asked in any specific order. The interview was designed to allow respondents bring up other issues they felt were of interest to the subject matter. This created the needed friendly and cordial atmosphere which enabled researcher to ask follow-up questions freely.

The questionnaires were pretested on a smaller size of the sampled respondents for the research. This was to ensure that the questionnaires designed solicited the appropriate responses from the respondents to answer the research question for the achievement of research stated objectives. The use of closed end as well as opened ended questions allowed the researcher to make easy categorization and analysis.

3.6
Instruments of Data Collection

Primary data will be obtained from the Tuyil Pharmaceutical Company staffs, customers and general public. Using questionnaire constituting of closed ended questionnaire targeted to Tuyil Pharmaceutical Company, staffs customers and general public.

This will consists of structural items to elicit information from the respondents; this is adopted because it allows a systematic collection of information about the object of the study.
3.7
Method of Data Analysis
This study shall employ descriptive method on the first part of data analysis. The descriptive analysis involves the use of frequency tables and percentage in presenting the data collected from the questionnaire administered to the respondent. The second part of the data analysis shall involve the use of correlation and regression analysis using SPSS version 23. The rational for using Regression Analysis was because it is a statistical tool that does not only explore the relationship between two or more variables but also assessing the contribution of individual predictors in a given model.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1
Data Presentation and Analysis


The researcher has to use percentages techniques in the analysis of his data. In this technique, percentages and tasks were used. Hence, the responses to each question from the total number of questionnaire answered correctly.

This will be analyzed below:

SECTION A

Bio data of Respondents

	Table 1: Distribution of respondents by Gender

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	110
	50.5
	50.5
	50.5

	
	Female
	108
	49.5
	49.5
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 1 show that 110 respondents representing 50.5% of the population are males, while 108 respondents representing 49.5% of the population are females.

	Table 2: Distribution of respondents by Marital Status

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Single
	150
	68.8
	68.8
	68.8

	
	Married
	68
	31.2
	31.2
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 2 shows that 150 respondents representing 68.8% of the population are singles, while 68 respondents representing 31.2% of the population are married.

	Table 3: Distribution of respondents by Age

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	18 – 29 years
	68
	31.2
	31.2
	31.2

	
	30-39 years
	138
	63.3
	63.3
	94.5

	
	40-49 years

50 years and above
	12

-
	5.5

-
	5.5

-
	100.0



	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 3 shows that 68 respondents representing 31.2% of the population are between the age of 18-29 years, 138 respondents representing 63.3% of the population are between the age of 30-39 years, while 12 respondents representing 5.5% of the population are 40-49 years of age.

	Table 4: Distribution of respondents by Educational Qualification

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	WAEC
	62
	28.4
	28.4
	28.4

	
	ND/NCE
	98
	45.0
	45.0
	73.4

	
	HND/Bsc
	50
	22.9
	22.9
	96.3

	
	Postgraduate 

Others
	8

-
	3.7

-
	3.7

-
	100.0



	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 4 shows that 62 respondents representing 28.4% of the population are WAEC Certificate holders, 98 respondents representing 45% of the population are ND/NCE Certificate holders, 50 respondents representing 22.9% of the population are HND/Bsc Certificate holders, while 8 respondents representing 3.7% of the population are with Postgraduate certificate.

	Table 5: Distribution of respondents by Department

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Bursary 
	47
	21.6
	21.6
	21.6

	
	Health
	76
	34.9
	34.9
	56.4

	
	Security
	49
	22.5
	22.5
	78.9

	
	Academic Support Unit
	41
	18.8
	18.8
	97.7

	
	Administrative Department

Others
	5

-
	2.3

-
	2.3

-
	100.0



	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 5 shows that 47 respondents representing 21.6% of the population are in Bursary Department, 76 respondents representing 34.9% of the population are in Health Department, 49 respondents representing 22.5% of the population are in Security Department, 41 respondents representing 18.8% of the population are in Academic Support Unit, while 5 respondents representing 2.3% of the population are in Administrative Department.

SECTION B

	Table 6: Make or buy decision has impact on organizational profitability and survival

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	54
	24.8
	24.8
	24.8

	
	Agree
	94
	43.1
	43.1
	67.9

	
	Strongly Disagree
	62
	28.4
	28.4
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 6 shows that 54 respondents representing 24.8% of the population strongly agreed with the statement, 94 respondents representing 43.1% of the population agreed with the statement, 62 respondents representing 28.4% of the population strongly disagreed with the statement, 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 7: Good Make or buy decision improve the level of profitability of the organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	56
	25.7
	25.7
	25.7

	
	Agree
	99
	45.4
	45.4
	71.1

	
	Strongly Disagree
	59
	27.1
	27.1
	98.2

	
	Disagree
	4
	1.8
	1.8
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2024


Table 7 shows that 56 respondents representing 25.7% of the population strongly agreed with the statement, 99 respondents representing 45.4% of the population agreed with the statement, 59 respondents representing 27.1% of the population strongly disagreed with the statement, while 4 respondents representing 1.8% of the population disagreed with the statement.

	Table 8: Management’s response to organization make or buy decision is positive

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	56
	25.7
	25.7
	25.7

	
	Agree
	99
	45.4
	45.4
	71.1

	
	Strongly Disagree
	55
	25.2
	25.2
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 8 shows that 56 respondents representing 25.7% of the population strongly agreed with the statement, 99 respondents representing 45.4% of the population agreed with the statement, 55 respondents representing 25.2% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 9: Your organization have make or buy policy

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	66
	30.3
	30.3
	30.3

	
	Agree
	88
	40.4
	40.4
	70.6

	
	Strongly Disagree
	60
	27.5
	27.5
	98.2

	
	Disagree
	4
	1.8
	1.8
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 9 shows that 66 respondents representing 30.3% of the population strongly agreed with the statement, 88 respondents representing 40.4% of the population agreed with the statement, 60 respondents representing 27.5% of the population strongly disagreed with the statement, while 4 respondents representing 1.8% of the population disagreed with the statement.

	Table 10: Make or buy decision has impact on the purchase of consumers goods

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	36
	16.5
	16.5
	16.5

	
	Agree
	126
	57.8
	57.8
	74.3

	
	Strongly Disagree
	48
	22.0
	22.0
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 10 shows that 36 respondents representing 16.5% of the population strongly agreed with the statement, 126 respondents representing 57.8% of the population agreed with the statement, 48 respondents representing 22.0% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 11: There are relationship between make or buy strategy and organization profitability

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	66
	30.3
	30.3
	30.3

	
	Agree
	94
	43.1
	43.1
	73.4

	
	Strongly Disagree
	50
	22.9
	22.9
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 11 shows that 66 respondents representing 30.3% of the population strongly agreed with the statement, 94 respondents representing 43.1% of the population agreed with the statement, 50 respondents representing 22.9% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 12: Effective relationship between make or buy strategy improves organization’s profitability

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	50
	22.9
	22.9
	22.9

	
	Agree
	96
	44.0
	44.0
	67.0

	
	Strongly Disagree
	64
	29.4
	29.4
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 12 shows that 50 respondents representing 22.9% of the population strongly agreed with the statement, 96 respondents representing 44.0% of the population agreed with the statement, 64 respondents representing 29.4% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 13: There are significant relationship between make or buy decision and organization’s productivity

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	53
	24.3
	24.3
	24.3

	
	Agree
	103
	47.2
	47.2
	71.6

	
	Strongly Disagree
	54
	24.8
	24.8
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 13 shows that 53 respondents representing 24.3% of the population strongly agreed with the statement, 103 respondents representing 47.2% of the population agreed with the statement, 54 respondents representing 24.8% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 14: Trust in make or buy deciders relationship result in better organizational productivity for our organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	57
	26.1
	26.1
	26.1

	
	Agree
	109
	50.0
	50.0
	76.1

	
	Strongly Disagree
	44
	20.2
	20.2
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 14 shows that 57 respondents representing 26.1% of the population strongly agreed with the statement, 109 respondents representing 50.0% of the population agreed with the statement, 44 respondents representing 20.2% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 15: Challenges can affect the organization in terms of make or buy decision

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	55
	25.2
	25.2
	25.2

	
	Agree
	99
	45.4
	45.4
	70.6

	
	Strongly Disagree
	56
	25.7
	25.7
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 15 shows that 55 respondents representing 25.2% of the population strongly agreed with the statement, 99 respondents representing 45.4% of the population agreed with the statement, 56 respondents representing 25.7% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 16: Ability to control the challenges can enhance organizational productivity

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	108
	49.5
	49.5
	49.5

	
	Agree
	47
	21.6
	21.6
	71.1

	
	Strongly Disagree
	30
	13.8
	13.8
	84.9

	
	Disagree
	33
	15.1
	15.1
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 16 shows that 108 respondents representing 49.5% of the population strongly agreed with the statement, 47 respondents representing 21.6% of the population agreed with the statement, 30 respondents representing 13.8% of the population strongly disagreed with the statement, while 33 respondents representing 15.1% of the population disagreed with the statement.

	Table 17: Inability to design appropriate solutions to the challenges can render the organization useless efficiency

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	43
	19.7
	19.7
	19.7

	
	Agree
	124
	56.9
	56.9
	76.6

	
	Strongly Disagree
	39
	17.9
	17.9
	94.5

	
	Disagree
	12
	5.5
	5.5
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 17 shows that 43 respondents representing 19.7% of the population strongly agreed with the statement, 124 respondents representing 56.9% of the population agreed with the statement, 39 respondents representing 17.9% of the population strongly disagreed with the statement, while 12 respondents representing 5.5% of the population disagreed with the statement.

	Table 18: Make or buy decision challenges can chase the organizations company away

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	92
	42.2
	42.2
	42.2

	
	Agree
	65
	29.8
	29.8
	72.0

	
	Strongly Disagree
	35
	16.1
	16.1
	88.1

	
	Disagree
	26
	11.9
	11.9
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 18 shows that 92 respondents representing 42.2% of the population strongly agreed with the statement, 65 respondents representing 29.8% of the population agreed with the statement, 35 respondents representing 16.1% of the population strongly disagreed with the statement, while 26 respondents representing 11.9% of the population disagreed with the statement.

	Table 19: To fashion out the appropriate make or buy decision is a challenge to the organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	52
	23.9
	23.9
	23.9

	
	Agree
	110
	50.5
	50.5
	74.3

	
	Strongly Disagree
	31
	14.2
	14.2
	88.5

	
	Disagree
	25
	11.5
	11.5
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 19 shows that 52 respondents representing 23.9% of the population strongly agreed with the statement, 110 respondents representing 50.5% of the population agreed with the statement, 31 respondents representing 14.2% of the population strongly disagreed with the statement, while 25 respondents representing 11.5% of the population disagreed with the statement.

	Table 20: Every organization has its own challenges facing it

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	98
	45.0
	45.0
	45.0

	
	Agree
	73
	33.5
	33.5
	78.4

	
	Strongly Disagree
	31
	14.2
	14.2
	92.7

	
	Disagree
	16
	7.3
	7.3
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 20 shows that 98 respondents representing 45.0% of the population strongly agreed with the statement, 73 respondents representing 33.5% of the population agreed with the statement, 31 respondents representing 14.2% of the population strongly disagreed with the statement, while 16 respondents representing 7.3% of the population disagreed with the statement.

	Table 21: Make or buy decision is economical to the organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	55
	25.2
	25.2
	25.2

	
	Agree
	99
	45.4
	45.4
	70.6

	
	Strongly Disagree
	56
	25.7
	25.7
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 21 shows that 55 respondents representing 25.2% of the population strongly agreed with the statement, 99 respondents representing 45.4% of the population agreed with the statement, 56 respondents representing 25.7% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 22: Make or buy decision has economic benefits to the organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	108
	49.5
	49.5
	49.5

	
	Agree
	47
	21.6
	21.6
	71.1

	
	Strongly Disagree
	30
	13.8
	13.8
	84.9

	
	Disagree
	33
	15.1
	15.1
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 22 shows that 108 respondents representing 49.5% of the population strongly agreed with the statement, 47 respondents representing 21.6% of the population agreed with the statement, 30 respondents representing 13.8% of the population strongly disagreed with the statement, while 33 respondents representing 15.1% of the population disagreed with the statement.

	Table 23: The right decision in respect of make or buy decision can hence economic value of the organization

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	43
	19.7
	19.7
	19.7

	
	Agree
	124
	56.9
	56.9
	76.6

	
	Strongly Disagree
	39
	17.9
	17.9
	94.5

	
	Disagree
	12
	5.5
	5.5
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 23 shows that 43 respondents representing 19.7% of the population strongly agreed with the statement, 124 respondents representing 56.9% of the population agreed with the statement, 39 respondents representing 17.9% of the population strongly disagreed with the statement, while 12 respondents representing 5.5% of the population disagreed with the statement.

	Table 24: Advertising encourages organization to make more sales

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	98
	45.0
	45.0
	45.0

	
	Agree
	73
	33.5
	33.5
	78.4

	
	Strongly Disagree
	31
	14.2
	14.2
	92.7

	
	Disagree
	16
	7.3
	7.3
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 24 shows that 98 respondents representing 45.0% of the population strongly agreed with the statement, 73 respondents representing 33.5% of the population agreed with the statement, 31 respondents representing 14.2% of the population strongly disagreed with the statement, while 16 respondents representing 7.3% of the population disagreed with the statement.

	Table 25: Promotion is the type of strategy that your organization employ towards gaining target shares

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	55
	25.2
	25.2
	25.2

	
	Agree
	99
	45.4
	45.4
	70.6

	
	Strongly Disagree
	56
	25.7
	25.7
	96.3

	
	Disagree
	8
	3.7
	3.7
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 25 shows that 55 respondents representing 25.2% of the population strongly agreed with the statement, 99 respondents representing 45.4% of the population agreed with the statement, 56 respondents representing 25.7% of the population strongly disagreed with the statement, while 8 respondents representing 3.7% of the population disagreed with the statement.

	Table 26: Advertising has significant effect on product performance

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	108
	49.5
	49.5
	49.5

	
	Agree
	47
	21.6
	21.6
	71.1

	
	Strongly Disagree
	30
	13.8
	13.8
	84.9

	
	Disagree
	33
	15.1
	15.1
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 26 shows that 108 respondents representing 49.5% of the population strongly agreed with the statement, 47 respondents representing 21.6% of the population agreed with the statement, 30 respondents representing 13.8% of the population strongly disagreed with the statement, while 33 respondents representing 15.1% of the population disagreed with the statement.

	Table 27: There are significant relationship between pricing strategy and advertisement

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	43
	19.7
	19.7
	19.7

	
	Agree
	124
	56.9
	56.9
	76.6

	
	Strongly Disagree
	39
	17.9
	17.9
	94.5

	
	Disagree
	12
	5.5
	5.5
	100.0

	
	Total
	218
	100.0
	100.0
	


Source:
Researcher’s Field Survey, 2025

Table 27 shows that 43 respondents representing 19.7% of the population strongly agreed with the statement, 124 respondents representing 56.9% of the population agreed with the statement, 39 respondents representing 17.9% of the population strongly disagreed with the statement, while 12 respondents representing 5.5% of the population disagreed with the statement.

4.2
Testing Of Hypotheses
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.040a
	.002
	-.019
	.83200

	a. Predictors: (Constant), Make or buy has significant effect on organization profitability


	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	.054
	1
	.054
	.077
	.782b

	
	Residual
	33.226
	48
	.692
	
	

	
	Total
	33.280
	49
	
	
	


	a. Dependent Variable: Effective make or buy decision improves organization’s profitability

	b. Predictors: (Constant), Make or buy has significant effect on organization profitability

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	2.186
	.265
	
	8.255
	.000

	
	Make or buy has significant effect organization profitability
	-.031
	.112
	-.040
	-.278
	.782

	a. Dependent Variable: Effective make or buy improves organization’s profitability


	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.183a
	.034
	.013
	.81857

	a. Predictors: (Constant),

	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	1.117
	1
	1.117
	1.667
	.203b

	
	Residual
	32.163
	48
	.670
	
	

	
	Total
	33.280
	49
	
	
	

	a. Dependent Variable: Effective quality control improves organization’s profitability

	b. Predictors: (Constant), 

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	1.810
	.267
	
	6.784
	.000

	
	
	.124
	.096
	.183
	1.291
	.203


	a. Dependent Variable: Effective quality control improves organization’s profitability



	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.636a
	.405
	.392
	1.06447

	a. Predictors: (Constant), Low price tag on new product keeps the product on market

	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	36.991
	1
	36.991
	32.646
	.000b

	
	Residual
	54.389
	48
	1.133
	
	

	
	Total
	91.380
	49
	
	
	

	a. Dependent Variable: Higher price of commodities tends to chase customer away

	b. Predictors: (Constant), Low price tag on new product keeps the product on market

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	.397
	.346
	
	1.147
	.257

	
	Low price tag on new product keeps the product on market
	.737
	.129
	.636
	5.714
	.000


	a. Dependent Variable: Higher price of commodities tends to chase customer away


4.3
Discussions of Findings 
This work has examined the impact of make-or-buy decision on organizational profitability, using Tuyil Pharmaceutical Company as the case study. Primary data were sourced from the employees of the company. The result of the hypotheses tested revealed the following: 
That there are relationships between make or buy decision and organization profitability. This was supported by Ndahiro,Shukla, and Oduor (2015), Anne (2015) and Olajide, (2014) which maintain that make-or-buy decision have a great impact on organizational profitability and survival.

The study also revealed that there are challenges facing organization in terms of make or buying decisions. This finding tallies with Ju-Chun (2015) and Selvadurai (2013) shows that organizations face challenges in terms of make-or-buy decision.
There are economic benefits of make or buy decisions in the organization. This hypothesis is supported with various studies and research findings which show that there are economic benefits of make or buy decisions in the organization (Wanza & Nkuraru, (2016), Oon & Hartini (2014), Kamugisha, (2013); Lam, Lau, Shua, & The (2011).
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1   Summary


It was identified through the application of make-or-buy decision that the Tuyil Pharmaceutical Company Nig Ltd Plc Lagos is able to maximize profit and minimize loss by making raw material available to the production department uninterrupted at all times.


The company also utilizes efficient, effective make-or-buy programme and thus attains the substantial benefits that the decision afford its user. Among the benefits of the decision is that, it has reduced the number of varieties since the company has decided to buy certain parts outside the firm, the number of components manufactured by the company has reduced with it attendant effect on performance.


This in effect has stipulated a suitability of purpose and reduced stock holding drastically fund that would have been expected on stock taking have reduced drastically.


The scope of errors in the production has been reduced since parts that would have been made are now bought and there is a hundred percent concentration in the area it handles now.


It therefore permitted interchangeability; lower manufacturing cost increased the output and productivity at lower costs. The inspection of their product is simpler considering the number varieties of parts it handles and this and other benefits a mentioned above have led to the expected increase in the profitability of the company, which is the ultimate aim of any organization.


Considering all said above, one could deduce that the decision to either make-or-buy is of paramount importance to an organization of the magnitude of the company and perfectly in line with the established theory in other organizations.

5.2   Conclusion

In conclusion, the researcher intends to mention here that when one observes the pains and the problem involved in make-or-buy particularly in the company, the operations of this firm deserve to be praised considering the magnitude of operation it carries out.


Also, purchasing techniques like simplifications, value analysis, and standardization programmes can be used to increase the profitability of the firm and in addition, to concentrate in using negotiation in the determination of the right price. Other methods of determining the right price like the published price list and competitive bidding system should be used.

5.3 Recommendations

It is recommended that materials specification should be given to a separate department or stringent specification.
When specification conflicts arise, the final authority for decision should rest with the department responsible for the ultimate performance of the product.
On staffing, it should be a matter of priority to send staffs on refresher courses, they should also be considered for seminar and conference relating to the operation of makes or buys decisions.
It is also recommended that management should use proper corporate planning, for if this is not properly utilized, the supplies department will encounter difficulties.
A critical look at the system and operation of Company revealed non-existence or misuse of some purchasing techniques coupled with management problem like coordination and communication there is need to address this and communication, there is need to address this issue.
Furthermore, it is recommended that other areas where it is necessary maintain accuracy is that stores and purchasing should be managed together.
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APPENDIX II
QUESTIONNAIRE

SECTION A 

BIO DATA OF RESPONDENTS

Introduction please tick the space provided (      ) properly with the chosen answers in order to avoid any mix up. All questions filled in this questionnaire will be kept secret.

PART A

1. Sex Distribution:  a. Male  (   )   b. Female (   ) 

2. Age: Distribution:  a. 18-30 (   ) b. 31-40 (   )  c.  41-50  (   ) 

d. 50 and above (   )

3. Marital status:  a. Single (   ) b. Married (    )  c.  widow (   )

 
d. Divorce (    )

    
4. 
Educational qualifications of the respondents. a. WAEC (   )   

b. ND/NC c. BSc (   ) d. HND (   ).

5.  
Years of working experience of respondents a. below 1-5 (   ) 
b. 6-10 years (   ) c. 11-15 years (   ) d. 16-20 year (   )

SECTION B

Key

Strongly Agree
= 
SA

Disagree

=
D

Undecided

=
U

Strongly Disagree
=
SD

	Descriptive questions on the impacts of make or buy decision on organizational profitability and survival

	S/No
	Statement
	SA
	D
	U
	A
	SD

	1
	Make or buy decision has impact on organizational profitability and survival
	
	
	
	
	

	2
	Good Make or buy decision improve the level of profitability of the organization
	
	
	
	
	

	3
	Management’s response to organization make or buy decision is positive
	
	
	
	
	

	4
	Your organization have make or buy policy
	
	
	
	
	

	5
	Make or buy decision has impact on the purchase of consumers goods
	
	
	
	
	

	Descriptive questions on the relationship between make or buy decision and organization profitability

	6
	There are relationship between make or buy strategy and organization profitability 
	
	
	
	
	

	7
	Effective relationship between make or buy strategy improves organization’s profitability
	
	
	
	
	

	8
	There are significant relationship between make or buy decision and organization’s productivity
	
	
	
	
	

	9
	Trust in make or buy deciders       relationship result in better organizational productivity for our organization
	
	
	
	
	

	Descriptive questions on the challenges facing organization in terms of make or buying decisions

	10
	Challenges can affect the organization in terms of make or buy decision
	
	
	
	
	

	11
	Ability to control the challenges can enhance organizational productivity
	
	
	
	
	

	12
	Inability to design appropriate solutions to the challenges can render the organization useless
	
	
	
	
	

	13
	Make or buy decision challenges can chase the organizations company away
	
	
	
	
	

	14
	To fashion out the appropriate make or buy decision is a challenge to the organization
	
	
	
	
	

	15
	Every organization has its own challenges facing it
	
	
	
	
	

	Descriptive questions on the economic benefits of make or buy decisions in an organization

	16
	Make or buy decision is economical to the organization
	
	
	
	
	

	17
	Make or buy decision has economic benefits to the organization
	
	
	
	
	

	18
	The right decision in respect of make or buy decision can hence economic value of the organization
	
	
	
	
	

	Descriptive questions on advertising and promotion in an organization

	19
	Advertising encourages organization to make more sales
	
	
	
	
	

	20
	Promotion is the type of strategy that your organization employ towards gaining target shares
	
	
	
	
	

	21
	Advertising has significant effect on product performance
	
	
	
	
	

	22
	There are significant relationship between pricing strategy and advertisement
	
	
	
	
	

	23
	The sole objective of pricing is to set the organization on the right path
	
	
	
	
	

	24
	To help the organization to determine whether or not the organization make profit, break even or make loss
	
	
	
	
	

	25
	To encourage customers to patronize the company
	
	
	
	
	


assess risks,	–  evaluate implication on	– measure current	– define organisation


senior management and		company’s strategy		and future costs,		needs employee announcement,	– determine core	– measure current	– engage the


choose the project leader,	competences,	and future	marketplace


appoint the project team,	– define motive,	performance	– prepare and deliver


choose independent	objective, scope	request of proposal


advisor.	(RFP)
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