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ABSTRACT
Globalization of practices driven by accelerated competition among manufacturing and service delivery organizations has pushed firms to create value for money through efficient use of limited resources. Outsourcing is one of the management tools that are gaining currency among managers in addressing the new dynamic business order. This study examined the axiomatic relationship between outsourcing strategy and organizational productivity in Nigerian Pharmaceutical industry. The study adopted a stratified sampling technique to arrive at 92 sample elements for the study. Some of the top and middle level managers of Tuyil Pharmaceutical Ltd and Bioraj Pharmaceutical plc were interviewed to further elicit information on the key variables. Copies of the questionnaire were administered and the data obtained were analyzed using Regression analysis. The questionnaire for this study was subjected to test-re-test reliability assessment. Opinions and observations of experts and professionals were incorporated into scale questions in order to ensure the content validity. The findings reveal that firms that outsource experience personnel, business process and knowledge reduce average cost, increased sales turnover and profitability, enhance expertise, improve service quality, reduce staff strength, streamline the production process, reduced administrative burden, save time for core activities and increase customer satisfaction. It is recommended that company that outsource should continue to monitor the contractor’s activities in order to ensure compliance with best practices. Workers should be made to embrace the strategy before implementation so as to alley the fear of loss of Jobs.
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CHAPTER ONE
                                              INTRODUCTION
1.1 	BACKGROUND TO THE STUDY 
Most firms are in business for the purpose of making profit. These firms then put measures in place to reduce costs in order to increase profits. A common strategy that is commonly used for this purpose which has brought some debate in both academia and professional practice is outsourcing; a common trait of business-to-business firms. 
Outsourcing is the process of replacement of in-house provided activities by subcontracting it out to external agents. Consequently, the management and development of innovations in outsourced activities become the responsibility of an agent external to the firm. Outsourcing avails organizations the opportunity to concentrate her core competencies on definable preeminence business area and provide a unique value for customers (Behara, Gundersen, &Capozzoli, 1995). The goals of outsourcing are strategic: improved efficiencies, lower costs, improved flexibility, higher quality, and a greater ability to achieve a competitive advantage.
The ultimate strategic goal is to develop core competencies that will strengthen barriers of entry for new firms to survive. By focusing on core competencies and utilizing qualified vendors to provide process that are not one of the organization’s core competencies, such that the organization’s risk can be minimized and shared with its suppliers.
Core competencies are the collective institutional learning capabilities of the company that allow it to supply products and services that uniquely add absolute preeminence in those competencies (Hilmer& Quinn, 1994). “Core competencies are the innovative combinations of knowledge, special skills, proprietary technologies, information, and unique operating methods that provide the product or the service that the customer value and want to buy” (Greaver, 1999)
Outsourcing is the process whereby firms purchase products and services from other companies than to make the products or perform the services internally (Bearden, Ingram, Lafarge, 2007). Some companies believe that this is more cost effective; as it allows them to concentrate on their core competencies and to purchase the products or services from expert companies than to produce in-house. For example, Silverbird TV Nigeria outsources its internet services from DSTV and Startime Limited. The television giant does this to cut down on the costs it would incur in creating an internet service and managing it themselves as well as remaining competitive. Some other firms also outsource because they need to improve their quality and speed of software maintenance and development. Others also believe that outsourcing is now offering much value than it previously did.  
Initially, the concept of outsourcing was more popular among the companies found in the manufacturing sector. Companies such as Peugeot, Boeing, BMW, and General Motors, who are in the manufacturing industry, source from smaller companies in Nigeria. However, it has now permeated into other sectors of the economy including services and the government. In the services, telephone answering systems, customer services, technical support, among others are also being outsourced in Nigeria. The business functions that are commonly outsourced are information technology (IT) and human resources. Any organization that wants to outsource from other companies could do so from another company in the same country or it may choose to follow the example of MTN, who outsource their human resources for handling their call center calls in Saudi Arabian country. This is also a practice that is gaining much ground in the art of outsourcing. (David L. Kurtz, et al. Principles of Marketing, [2006] 12th edition) Companies always make the impact of outsourcing on their financial performance a major priority when taking the decision to outsource. To many firms, the risk of functions may be cut or reduced through outsourcing activities, thereby making it possible to save cost through zero defects in manufacturing components through expert companies. 
Outsourcing is also used in managing time when non-productive areas that take up the time and efforts of workers are sourced from external suppliers. These are mostly non-value adding areas including support services such as facility management, and contract catering services. Problems are better managed where external specialists are trusted with these functions. Management therefore gets enough time to focus on its core competence. Reducing and controlling operation costs is a major factor forcing firms into outsourcing as sourcing from external suppliers is proven to be more cost effective than in-house production. The overheads cost on a product or service and sometimes promotional cost may be passed on to the external provider reducing the cost to be incurred when produced in-house. Outsourcing may minimize staff cost for people working on non-routine initiatives such as research and training. The capital requirements such as securing and equipping a new internet server may be reduced through outsourcing. Short term capital can be generated through selling off facilities that are no longer significant as those activities are outsourced. Through this, cash can be generated for other areas of priority thereby enhancing the financial performance of the firm.  
Therefore, it is not surprising to see more than 43% of the pharmaceutical companies using contract service providers as secondary suppliers for clinical materials and other secondary supplies (Flatworld Solution, 2025). Some of the new services which are gaining popularity when it comes to pharmaceutical outsourcing include - Analytical and Testing Services, Clinical trials, Phases I-IV API Manufacturing, Solid Dosage Manufacturing, Formulation Development, and Clinical Trials Materials.
On the other hand, outsourcing may pose a threat when quality is a key concern for the outsourced work as intellectual capital and knowledge could be lost. There is also the issue of damaged morale and motivation in the organization through outsourcing as in-house expertise may be diminished. Confidence and lack of customer knowledge may also be a deciding factor for most firms when considering outsourcing. The performance of external providers may also impact on the firm’s financial performance. However, a manufacturing firm needs to consider several factors that may influence its financial performance through outsourcing in deciding whether or not to outsource. This research work is organized into sections for which this introduction is followed by the problem statement. The next section also deals with the research objectives which are divided into main and sub-objectives. The other sections are research methodology, data analysis, findings, conclusion and recommendations.
1.2 	STATEMENT OF THE PROBLEM
Some manufacturing companies consider it more profitable to produce their products and services in-house whiles others see it more profitable to source from other expert companies. As noted earlier, outsourcing is a strategy that has become very crucial in most firms’ corporate decisions. As far as corporate strategy is concerned, the final decision may always have a positive or negative impact on the organization’s financial position in the long run.  Some firms, after considering some financial benefits with regards to outsourcing, likely decide to go for it. On the other hand, some hold back due to certain misgivings about the entire outsourcing strategy. They are of the view that the organization’s ability to quickly respond to the marketplace will be deeply affected when outsourced. While others say outsourcing is the best way to enhance the organizational productivity, others say in-house production is the best option. This has created the thrust to some degree of uncertainty and the need to conduct a study into the effects of outsourcing on organizational productivity.
1.3 	RESEARCH QUESTIONS
i. To what extent do outsourcings have impact on sales turnover?
ii. Does outsourcing strategy has significant influence on profitability?
iii. Does outsourcing strategy has significant effect on customer satisfaction?
1.4 	OBJECTIVES OF THE STUDY 
The general objective of this study is to investigate the impact outsourcing on organizational productivity in Tuyil and Bioraj Pharmaceutical companies in Kwara State. Specific objectives are to: 
i. Determine the impact of outsourcing on sales turnover 
ii. Find out whether outsourcing strategy have impacted on organizational profitability 
iii. Determine the effect of outsourcing strategy on customer satisfaction
1.5 	RESEARCH HYPOTHESES
H01:	Outsourcing has no significant effect on sales turnover.
H02:	Outsourcing Strategy has no influence profitability.
H03: Outsourcing Strategy has no significant effect on Customer Satisfaction.
1.6	SIGNIFICANCE OF THE STUDY
The study would help pharmaceutical industries to embrace the uniqueness of outsourcing strategy to venture into the business with lesser stress. It will help them to see the opportunities that exist in embracing innovation technique like knowledge process, personnel and business process as outsourcing strategy that could help build customers relationship, increase productivity and core-competency of employee and assist in adoption of outsourcing strategies by Nigerian Pharmaceutical Company to increase turnover and profit. Finally this study becomes significant because it would provide a framework for the managers to be able to adopt outsourcing strategies in a unique manner to stay ahead of competition in their industry and also be able to compete globally with foreign counterpart in developed countries thereby being in a model for the advanced world in any substantial form they desire which could be in form of developing unique medicines and standardized drugs that would be desired and demanded globally by Health organizations.
1.7 	SCOPE OF THE STUDY
This study focuses on small and medium scale enterprises on employment generation in Kwara State was the jurisdiction of this study with a major focus on Tuyil and Bioraj Pharmaceutical Limited Ilorin Kwara State. Other areas focuses by the study were critical examination of the role of SSEs on national economic development of Nigeria, problems of SSEs in Nigeria, history of SSEs in Nigeria among others.
1.8	DEFINITIONS OF SOME KEY TERMS
i. Outsourcing Strategy: this was measured by the extent of the production activities that subcontracted to other firms in the same industry group. 
ii. Business Process Outsourcing (BPO): It is a situation in which a particular process task is outsourced. An example could be payroll. Business process outsourcing work could be either back office related or front office work. By front office functions it means customer oriented work like marketing, answering calls, technical support and so on, whereas internal work like billing and purchase come in the back office category. Also business process outsourcing would involve the outsourcing of laboratories operation systems, equipment’s or Solid Dose Manufacturing. For example some Pharmaceutical companies outsource their clinical trial to prepare them for solid dose manufacturing and formulation development where they are less competent
iii. Personnel process outsourcing (PPO): ranges from simply transferring non-core activities such as payroll and benefits administration to external providers, to the outsourcing of recruitment, training and even personnel strategic planning. Personnel managers are expected to be more flexible, responsive, and efficient and to contribute to the strategic decision of their organizations. In response to this paradigm shift, many personnel managers are turning to outsourcing analytical and testing services as a way of meeting these demands.  
iv. Knowledge Process Outsourcing (KPO): A situation of work that needs higher levels of involvement from the worker. The worker has to employ advanced levels of research, analytical and technical skills and has to make decisions of a higher order. Examples are marketing research, branding of products and services, advertising and patent/ intellectual property research.
v. Customer Satisfaction: this was measured in terms of the number of complaints/and its customer repurchase patronage. 
vi. Productivity: Productivity describes various measures of the efficiency of production. A productivity measure is expressed as the ratio of output to inputs used in a production process, i.e. output per unit of input. 
vii. Core Competence: this was operationalized as the quality of organization‘s human and material resources devoted to the portion of her production process that is retained in-house and is considered very critical to her performance. CHAPTER TWO
                                            LITERATURE REVIEW
2.0	INTRODUCTION
This literature intends to explore the themes in the research topic under the following headings; Conceptual clarification, Theoretical and empirical reviews. 
2.1 CONCEPTUAL CLARIFICATION
Outsourcing is a management strategy by which an organization delegates major, non-core functions to specialized and efficient service providers. Corbett (1999) outsourcing is nothing less than the holistic restructuring of corporations around core competencies and outside relationships. Sampson (2007) is the transfer of internal business functions, plus any associated assets, to an external supplier or service provider who offers a defined service for a specified period of time, at an agreed but previously defined price. Outsourcing is often used as an umbrella term for a variety of different arrangements, not all of which involve adding value or the permanent transfer of human resources.  It involves moving some of an organization’s internal activities and decision responsibilities to external service providers.
Outsourcing employs competent individuals or organizations to perform certain functions that are not of the organization’s core competence. In essence, it means contracting some functions or jobs to the competent hand of either an individual or organization. Outsourcing has been introduced as a vehicle for effecting changes that would be hard to implement internally.  While temporary, contingency and executive search firms have provided staffing services for many decades, the concept of outsourcing the management and ownership of part or all of an organization’s human resource process wasn't first realized on a consistent basis until the 1970s. More and more organizations are outsourcing various aspects of their businesses, especially non-core operations such as administrative functions (secretaries, receptionists etc), customer service desks and call centre.  
Outsourced staffing allows the management of the company to dedicate their energies to running the profit centre, which results in effective service delivery. Human resource functions such as pensions, payroll and recruitment have typically been outsourced. But more specialist aspects such as training and performance appraisals have been subject to outsourcing too.  Basically, outsourcing human resources functions can offer many advantages some of which include improved communications, faster feedback, rapid problem solving, computerized training, do it yourself, human resource development programmes among others. These elements can help improve employee morale and service levels with effective professionalism.  The delivery channels for outsourcing human resource functions involve e-human resource and human resource service centre. The drivers for outsourcing human resources are frequently quoted as reducing costs and improving service delivery. 
Outsourcing appears to encourage the measurement of the value of human resources, and Gregg (2004), suggests that this comes about through the need for service level agreements and key performance indicators with a greater focus on customer satisfaction. A further advantage that is claimed is that the internal human resource functions can now concentrate on driving the direction of human resources rather than carrying out more mundane tasks.  From a global perspective, there are various opportunities for tapping into human resource skills from different countries around the world. Countries are provided with the needed employment and investment opportunities.  Obviously, there are possible job repercussions of outsourcing.  There are job losses and outsourcing trends have been blamed for these events. Management outsources mainly to cut costs; reduce management and operational problems to more manageable levels and to take advantage of cheap but quality human resource skills available elsewhere.  All of these factors greatly contribute to uneasiness and loss of job security. As businesses continue to reevaluate their, efficiencies, and core competencies, outsourcing continues to influence their overall corporate strategies. Human Resources departments are outsourcing a large portion of their functions and activities to third-party firms capable of performing their jobs. 
Elmuti (2003) reports that more than two thirds of large U.S. corporations have outsourced five or more of their human resource function.  Globalization came with the deregulation of not only the product markets but also the labour market. It promoted outsourcing. With globalization, outsourcing provides an easier way to cut costs and run off competition. This practice has become a gold rush for many organizations in recent times. Today, if an employer was to outsource either human resource or production components, such employer no longer needed as much permanent employees as before. Rather, the popular practice is to cut the number of permanent employees and replace them with casuals. The abundance or excess supply of human resource also played a major role in fuelling outsourcing.  
2.1.2 PRINCIPLES OF OUTSOURCING  
Goldfarb &Naasz (1995) developed the sourcing opportunities map to determine which functions have the highest outsourcing potentials and which should remain under an organization’s control. The less proprietary and the more common a function is, the stronger a candidate it is for outsourcing. Outsourcing is built around basic principles like corporate focus on core competencies; make or buy decision, clarity of outsourcing needs, choosing the right outsourcing provider, attention to details of service agreement, knowledge transfer, evaluation systems, effective communication strategy, gaining employee support and cooperation.  
Hamel (2004) affirms that a core competence is a bundle of skills and technologies that enables a company to provide a particular benefit to customers. Today’s organizations focus on what they are good at which means a careful assessment of core competences and strategically outsourcing many other activities. It is strategically restructuring the organizations around core competencies. Outsourcing also allows organizations to focus on other business issues while having the details taken care of by outside experts. This means that a large amount of resources and attention, which might fall on the shoulders of management professionals, can be used for more important, broader issues within the company. The outsourcing partner is often streamlined, and has capabilities and access to new technology that an organization couldn't afford to buy on its own. Again, in cases of expansion, outsourcing is a cost-effective way to start building foundations in other locations.   
The make or buy policy is mainly about cost reduction and profitability. The decision to make or buy some component parts or services is important. The most powerful argument for partnership is that it enables synergy of different competencies of different organizations to be formed thereby providing maximum returns from investment, than when an organization does it alone. It reduces labour costs, frees up capital, and improves workers’ productivity.   
2.1.3 Clarity on Outsourcing Needs: A specific principle of outsourcing is clarity about outsourcing needs. With clear reasons an organization is able to achieve the full benefits of outsourcing functions.   
2.1.4 Choosing the right Outsourcing Provider: 
    To gain the full benefit from outsourcing, organizations must ensure that outsourcing providers meet the requirements in terms of qualifications, skills, and knowledge. This could be done by requesting for a trial period or a demonstration, or a track record and detailed references from outsourcing providers.  
· Attention to Details of Service Agreement: Close attention must be paid to the details of the service agreement. Where clear and specific contracts are not created the resultant effects could include lack of attention to the outsourcing process, inability to meet business requirements and timeframes, and low service standards. Unclear agreements or contracts increase the risks involved in an outsourcing relationship and lead to conflict and a lack of cooperation between the provider and internal employees. Consequently, nothing should be assumed and everything should be written in the service agreement with the contract clearly defining the scope of work, cost, duration, performance measures, penalties, and evaluation proposals. 
· Knowledge Transfer: Attention must be paid to knowledge transfer. It is important that knowledge or techniques used by the outsourcing provider be transferred to the internal employees; otherwise organizations would lose internal skills and knowledge.  
· Evaluation Systems: Paying close attention to evaluation systems is very important in any successful outsourcing efforts. Organizations should establish and keep an eye on evaluation systems as a follow up activity after implementing the outsourcing service. There is need to evaluate how the outsourcing function can be modeled to fit the overall business strategy and objectives so that focus is maintained and employees take necessary ownership. The evaluation should involve checking on the outsourcing progress in all targeted categories, such as skill acquisition, timing, problems encountered, and means elected to resolve any conflicts. Evaluating and reviewing with 360-degree feedback ensures a more holistic view and systematic evaluation of the success of the outsourcing service.  Effective Communication Strategy: There is a need to create an effective communication strategy for outsourcing to be successful. In order to gain full support and cooperation from employees, the organization should consider the effects of outsourcing on the employees and communicate these issues to them. Two-way communication is a key in the relationship between managers and employees, or employees and the outsourcing provider.  
Elmuti (2003) asserts that organizations could decrease a negative effect, like low levels of morale and employee performance, by creating effective communication across organizations. With an effective communication strategy the organization maintains a high level of process performance; avoids a negative feeling from employees (e.g. job insecurity); protects organizational reputation by avoiding propaganda or gossip issues; helps organization to build a good relationship between internal employees and outsourcing provider, and maintains high levels of morale and energy of employees. Creating effective communication strategy involves dealing with the communication strategy.  The details of the outsourcing must be communicated across the organization using a range of management tactics. Training courses and seminar sessions could create a good relationship leading to a positive work outcome. Also, organizational announcements, regular meetings, and seminars with employees are a best practice solution to ensure a high degree of communication and reduce any signs of negativity towards the outsourcing. Regular and precise communication could create a high level of trust between all parties.  
2.1.5	Methods of Outsourcing 
In practice, there are two major approaches to outsourcing each with different objectives and involving different levels of value. 
1. Traditional Method: This focuses on cost reduction, imposing control and aligning with fundamentally uncharged business processes. It focuses on avoiding doing internally what others could do more efficiently and effectively externally. It is about leveraging economies of scale, skill and technology access to cut costs and deliver enhanced properly managed service levels. 
2. Transformational method: This targets and enables paradigm shift. While the traditional method involves doing the same thing better, cheaper and better, the transformational method helps to create a new business model and a new management approach. It draws the attention of management from the non core areas of the business to the core areas of the business.  
2.1.6 	MERITS OF OUTSOURCING 
The drivers for the outsourcing decision especially in terms of human resource outsourcing are frequently quoted as reducing costs and improving service delivery. Organizations outsource various jobs for different reasons, but the most prominent advantage as previously mentioned seems to be the fact that it often saves money. Organizations that provide outsourcing services are able to do the work for considerably less money, as they don't have to provide benefits to their workers and have fewer overhead expenses to worry about.  Outsourcing appears to encourage the measurement of the value of human resources, and Gregg (2004), suggests that this comes about through the needs for service level agreements and key performance indicators with a greater focus on customer satisfaction. 
Aswathappa (2006) asserts that it allows a firm to focus on activities that represent its core competencies thereby creating competitive advantage while reducing cost. Bowersox (1994);  Elmuti (2003) and Lojeski (2004) indicate that the decision to outsource is often made with a view to reducing cost, improving quality, improving delivery and reliability, gaining access to resources, establishing presence in foreign markets, focusing on core competencies and reducing the size of specialized skills and knowledge needed for operations.   
Elmuti (2003) identifies ten reasons for outsourcing which are to: reducing cost, improving quality, improving delivery and reliability, using resources not available internally, accessing new technology, accessing materials only available abroad, establishing presence in a foreign market, maintaining sufficient flexibility to respond to market conditions, reducing the overall amount of specialized skills and knowledge needed, making capital funds available for more profitable operations and focusing on core competencies.  Wikipedia (2009) notes that organizations that outsource seek to realize benefits or address issues like: cost savings, focus on core business, cost restructuring, improved quality, knowledge, contract, operational expertise, access to operational best practices that would be too difficult or time consuming to develop in-house, access to a larger talent pool, capacity management, serving as catalyst for change, enhancing capacity for innovation, reducing time to market, commoditization, risk management, venture capital, and tax benefit.
Goffredson, Puryear, & Philips (2005) identifies reasons for outsourcing and entering a strategic alliance to include: improved access to capital and new business; greater technical critical mass, sharing risk and liability; better relationships with strategic partners; technology transfer benefits; reduced research and development costs; use of distribution skills; access to marketing strengths; access to technology; standardization; by-product utilization and  management skills. The foregoing implies that cost reduction and cost structure optimization is one of the major driving forces of outsourcing. In low income countries labour is cheap compared to wages in developed countries. Again labour, overhead costs are also often much lower in low income countries. Further, by outsourcing, organizations can lower and also re-engineer and optimize their cost structures. Outsourcing can also help to achieve more predictable cost levels.  Next is immediate access to technology. Technology changes rapidly and following all the developments is very time and resource consuming. Outsourcing can shorten the learning curve of new technologies and reduce cost spent on training. Added to this is immediate access to technical staff. One of the advantages of off-shore outsourcing is the immediate availability of the required number of qualified technical staff.  As opposed to where sometimes there are challenges of finding the right people at the right time or keeping them with an organization, low income (or developing) countries often have qualified, well educated technical staff in abundance. There is also focus on core competences. By outsourcing non-core activities, an organization can free up resources to sharpen its focus on core competences. Immediate access to business domain expertise is another driving force for outsourcing.  Another is flexibility and scalability. Sometimes flexibility and scalability becomes more important than saving cost and outsourcing provides flexibility and scalability both in terms of people and technology. There is also the hour work cycle advantage.  
2.1.7 	DEMERITS OF OUTSOURCING 
Outsourcing is not without demerits. Typically, the demerits bother mainly on lack of trust, risk and uncertainty the market, longevity and poor performance and the use of hard power as well as issues of complaint about internal alliances. In addition outsourcing often eliminates direct communication between an organization and its clients preventing it from building solid relationships with its customers often leading to dissatisfaction on one or both sides.  Next is the danger of not being able to control some aspects of the organization, as outsourcing may lead to delayed communications and project implementation. Again, sensitive information becomes more vulnerable, and an organization may become very dependent on its outsource providers, leading to problems should the outsource provider back out on their contract suddenly. 
In Nigeria, the outsourcing human resources has often led to disparity in the conditions of work, causing a great deal of unhealthy relationship amongst staff. Disparities in wages and conditions of employment, has opened up division on the ‘shop floor’ between workers in different categories and affects the ways workers view themselves in the workplace. Outsourced workers often feel detached from their jobs.  Internal workers may also feel that outsourced workers are threatening their jobs. Consequently there could be job dissatisfaction which has been identified as the bane of poor employee commitment and lower productivity.  
2.1.8 	PERSONNEL OUTSOURCING  
Personnel outsourcing is the contracting out or parts of the whole of the functions of personnel to external providers, rather than performing all the personnel functions in-house (Adler, 2003). 
Personnel outsourcing ranges from simply transferring non-core activities such as payroll and benefits administration to external providers, to the outsourcing of recruitment, training and even personnel strategic planning. Personnel managers are expected to be more flexible, responsive, and efficient and to contribute to the strategic decision of their organizations. In response to this paradigm shift, many personnel managers are turning to outsourcing as a way of meeting these demands.  
2.1.9 	REASONS TO OUTSOURCE PERSONNEL
Outsourcing appears to offer an opportunity for organizations to address the following goals:
I. COST EFFECTIVENESS: Although assets costs are increasing due to the impact of the global financial crisis (Mouhammed, 2008), organizations cannot increase their production cost due to the high level of competition in today’s markets. It is necessary for organizations therefore to search for strategies which lower asset costs. Outsourcing their non-core competencies whilst still maintaining customer service, and thereby gaining a competitive advantage (Thompson, Strickland & Gamble, 2005)
II. FOCUS ON CORE COMPETENCIES: Therefore, there are variety of factors that motivates the trend towards HR outsourcing, including a focus on cost saving, and the need to concentrate on core competencies (Reilly, 2006). However, the focus on personnel as a value-adding function at the strategic level is seen as a significant driver for outsourcing personnel activities
III. STRATEGIC PERSONNEL: Organizations increasingly acknowledge the strategic importance of the personnel function. As personnel management perspectives change from operational and administrative, to strategic, personnel becomes more aligned with organizational goals and strategy. This change has increased the focus of outsourcing the personnel function, and it is steadily building momentum in many organizations (Merritt, 2007). Hence, outsourcing the personnel function is seen as a significant part of contemporary HR strategy (Lohr, 2007). It has been suggested that by specifically isolating the personnel management function, organizations can give an edge over competitors (Beardwell&Claydon, 2007). For instance, in a study by Gilley, Greer and Rasheed (2004) outsourcing the personnel function had an impact on organizational performance. Specifically, the research showed that outsourcing both training and payroll led to a higher propensity for organizational innovation. Moreover, outsourcing the training activity led to high stakeholder performance and an increased ability to add value to the stakeholder. Furthermore, outsourcing the training activity also led to improved supplier-customer relations, because employees were well trained by expert professionals.  

2.2 THEORETICAL REVIEWS 
Resource-Based Theory (RBT)
This study focuses on the resource-based theory (RBT) to understanding how Human Resource outsourcing activity can best gain competitive advantage. The resource-based theory (RBT) is often used to shed light on the beneﬁts and implications of HR outsourcing as well as the typologies of HR functions mostly and frequently outsourced (Klass, McClendon &Gainey, 2001). This theory was first propounded by Penrose (1959); then rediscovered by Wernerfelt (1984) and finally developed into a more robust theory by Barney (1991). The basic assumption of this theory is that organizations can gain competitive advantage by concentrating on their core internal resources (abilities, skills, knowledge, capabilities and competencies). These core internal strengths can be properly developed through internal investment than simply saying “where can we buy them”. Barney (1991) has argued that organizations can achieve sustained competitive advantage by implementing those strategies that utilize their internal strengths which demand an appropriate level of response to their environmental opportunities while neutralizing their external threats and avoiding internal weaknesses. Arguably, it is strategically insufficient for organizations to outsource their Human Resource functions with the aim of building internal strengths. It is further recognized that responding to the environmental opportunities and threats through Human Resource devolution is cheaper in the short term but costly in the long term. Since the basic tenants of this theory are building capabilities and creating value, it would be extremely difficult for organizations to build internal capabilities and create value by losing its internal strengths, experts and their expertise through Human Resource outsourcing (Kakabadse&Kakabadse, 2002).  
This theory argues that investing in strategic training and development can help build internal capabilities and capacities and create internal value rather than buying competencies and capabilities externally. Therefore, the ideology of out letting Human Resource services to external parties obviously may have implications for the corporate citizenship behaviors of employees such as organizational commitment, employee turnover, employee job involvement and job satisfaction. The above theoretical perspectives provide a lens for analyzing the implications of Human Resource outsourcing for Human Resource Practitioners work behaviors in the pharmaceutical  industry.
Human Resource outsourcing suggests the practice of obtaining Human Resource Management services from an external vendors or consultancy firms (Brown & Wilson, 2005). Outsourcing Human Resource Management functions must be done within the context of controlled and flexible relationship. Empirical evidence exists to show that a controlled and flexible contractual relationship guarantees cost-effectiveness, quality and speed, otherwise, outsourcing organizations may not benefit from this contractual agreement of “buying” Human Resource Management services from an external party (Linder, 2004; Reed, 2001). It is expected that in any business transaction the “seller” must provide quality and speedy services at a reduced price (cost). Without reduced price, it would be a strategic business decision for outsourcing organizations to rather look inside for Human Resource Management services. In this case, Human Resource Practitioners in organizations are required to take the task of providing quality and speedy Human Resource Management services at a reduced cost. This is consistent with the position of Greer et al. (1999) that Human Resource outsourcing connotes letting out Human Resource Management activities that would otherwise be performed in-house. Thus, most of these Human Resource Management services can be provided internally through capacity building (Greer et al., 1999). Cooke et al. (2005) argued that organizations, practitioners and academics could apply both the resource-based and institutional-based theories when making Human Resource outsourcing decisions. 
2.3 	EMPIRICAL REVIEW
John (1999) reviewed existing research on four manufacturing companies in Australia, with the view of evaluating the effect of outsourcing on firm performance and employee commitment and found out that employee commitment among contractor employees is generally high, although it might take the organization some years to realize the economic benefits. Gyeo, Shinwoo, Deanna, and Sergio (2019) posit that outsourcing has both modest negative effects on organizational performance as perceived by employees and equally influences perceived performance through its effect on job satisfaction. They (Gyeo et al, 2019) came about these postulations while testing a conceptual framework they developed using 5 years of panel data (2010-2014) from US federal agencies with the view of integrating and extending existing explanations on the effects of outsourcing on the government workforce and organizational performance. While examining outsourcing services as a strategic tool for organizational performance in the Nigerian food, beverage, and tobacco industry, 
Suraju and Hamed (2013), using data obtained from questionnaire administered to a cross-section of 15 companies in food, beverage, and tobacco industry in Nigeria, as well as secondary data gotten from the files of statistical and fiscal declarations of these companies contained in the fact-book of Nigeria Stock Exchange (NSE) for the period of 2000–2010 concluded that organizational productivity is positively correlated to the amelioration of competitive advantage of labour productivity and average production cost and equally the more an organization outsourced, the higher its organizational growth. 
Isaksson and Lantz (2015) found that there is no significant relationship between the outsourcing strategies (back office, primary, accounting and support activities) and financial performance measured in terms of return on investment (ROI) and return on equity (ROE). Isaksson and Lantz (2015) were able to arrive at that conclusion by using multiple regression to analyse data collected through a stratified sample of 700 small manufacturing firms in Sweden to find out how outsourcing strategies can be linked to financial performance (Return on Investment and Return on Equity) in small manufacturing firms. 
In a similar vein, Heneman (1986) had earlier shown in his meta-analysis report, a relatively weak correlation of .27 between perceptual and objective performance measures. However, a wide range of studies, including but not limited to Ketokivi and Schroeder (2003), Singh, Darwish, and Potočnik (2016) and Vij and Bedi (2016) revealed stronger correlations between these two types of performance measures. In short, while not interchangeable, employee perceptions of performance can be said to be sufficiently correlated with more objective measures to give one room to make reasonable inferences about how well an organization performs. It can be observed from previous research findings as stated above that there are different results on the effect of outsourcing strategy on performance. While some like Gyemang, et al. (2014), Suraju&Hamed (2013), Nazeri, Gholami&Rashidi (2012), Akewushola, and Elegbede (2013), Irefin, Olateju& Hammed (2012), Awolusi (2012), Hayes, et al. (2000), presented a positive effect, Isaksson& Lantz (2015), Yeboah (2013) and Gilley, et al. (2004) posited that no effect or relationship was found between outsourcing and performance. In another vein, relatively few researches were conducted in underdeveloped economies like Nigeria as most of the researches recorded were carried out in relatively strong economies and developed nations. Hence, there is the need to carry out more research in Nigeria to ascertain if the results will still be obtained here as their findings cannot be imported and made to represent what is obtainable in a developing country/economy like Nigeria.














CHAPTER THREE
METHODOLOGY
3.1 	INTRODUCTION
This chapter describes the research method adopted in the study. It focuses on research designs, population of study, characteristics of the study, samples size and sampling technique, sources of data, methods of data collection, data collection instruments and data analysis. 
3.2 	RESEARCH DESIGN
A survey research design was adopted for the study. The justification for the use of survey research for this study according to Asika (2004) is the convenience with which the survey can be conducted and inferences for larger population can be made from the result. 
3.3 	POPULATION OF THE STUDY
The target population for this study consisted of all staffs of the two selected pharmaceutical companies in Kwara State. The staff strength of the two companies (Tuyil Pharmaceutical Ltd., and Bioraj Pharmaceutical plc.) is 80 and 40 totaling 120 respectively. The choice of these two companies in the industry was borne out of the fact that they are the leading adopters of prospectors’ strategy in the pharmaceutical industry in Kwara State. 
3.4 	SAMPLE SIZE DETERMINATION
The sample size for this study shall be drawn from the entire population of one hundred and twenty (120) staffs in the sampled firms. This implies that a sample size of 92 will be required in this study to achieve a 95% precision from utilizing information and data collected from the sample.
The sampling technique that shall be employed in this research is stratified random sampling techniques. This is to enable the study to obtain reasonable conclusion from which generalization shall be ascertained from the two companies.
3.5 	METHOD OF DATA COLLECTION
	The method for garnering data for this study is primary data. The data shall be collected through the administration of questionnaires.	
3.6	RESEARCH INSTRUMENT
The research instrument that shall be used for this study is questionnaire structured into five Likert scale of strongly agree (5) to strongly disagree (1). The questionnaire is well structured in accordance with the stated research questions and objectives. The questionnaire is divided into two sections. Section A comprises of questions relating to the demographic characteristics of the respondents, while section B comprises of questions relating to outsourcing strategy and organizational productivity.
3.7	METHOD OF DATA ANALYSIS
This study will 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 respondents. The second part of the data analysis shall involve the use of correlation and regression analysis using SPSS version 23.0. 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 the given model. 
3.8 	HISTORICAL BACKGROUND OF THE CASE STUDY  
Tuyil Pharmaceutical Industries Limited, a privately owned business enterprise, was established on the 1st of May, 1996 at No 22 Stadium Road Ilorin, Kwara State Nigeria. It is a Pharmaceutical company that manufactures both human and veterinary products. Due to its rapid expansion in production activities, the company moved to its permanent site at No 22 New Yidi Road Ilorin, Kwara State Nigeria on the 2nd of June, 2005 and was commissioned by the then Kwara State Governor Dr. BukolaSaraki and former Director General of NAFDAC, (Late) Prof Dora Akunyili as a special guest.
The roots of the pharmaceutical industry lie back with the apothecaries and pharmacies that offered traditional remedies as far back as the middle ages, offering a hit-and-miss range of treatments based on centuries of folk knowledge.
But the industry as we understand it today really has its origins in the second half of the 19th century. Whilst the scientific revolution of the 17th century had spread ideas of rationalism and experimentation, and the industrial revolution had transformed the production of goods in the late 18th century, the marrying of the two concepts for the benefit of human health was a comparatively late development.
Bioraj Pharmaceutical Ltd is an indigenous pharmaceutical Company owned by a pharmacist. The Company is located in Ilorin Kwara State at No 405 Kaima Road, Ilorin. Evidence is on all the documents by the Regulatory Agencies.
The Company started operation in 1994 and by now, has two outlet and a manufacturing plant. The outlets are located in Yauri, Kebbi State and Kwara State while the manufacturing outfit is located in Ilorin, Kwara State. The plant has capacity to produce Tablets (including blistered one) and syrups. As at July 2009, the Company has 20 registered products with NAFDAC.
The Factory has standard Laboratory with necessary equipment’s such as UV/visible Spectrophotometer, Microscope, Colony Counter, Antibiotic Zone reader, Moisture Content Balance (Digital), Refrigerator, Calorimeter to mention just a few. The company has successfully carried out supply to State governments, Teaching Hospitals and Federal Ministry of Health.











CHAPTER FOUR
DATA PRESENTATION & AND ANALYSIS
4.0 	INTRODUCTION 
This study examined the impact outsourcing strategy through business process, personnel and core-competency on organizational productivity of pharmaceutical industry as a point of reference. In the first place, the study aimed at identifying the dimensions of sales turnover, customer satisfaction and profitability of the selected industries and examines how outsourcing these outputs are in the business environment. Secondly, the study examined the effect of business process, personnel and environmental driven to find out if customers are satisfied with highest degree of loyalty to the industries. The next was to determine whether the perception of customers prior to the introduction of these services has changed for the better. 
In this chapter, the data collected for the study were analyzed and interpreted. The data is presented in tables beginning with demographic variables and then research questions were formulated to guide the research hypotheses. The first part of the chapter considered the demographic background of the respondents, focusing on sex, level of education and working experience. The second part presented the findings from the study in relation to the research questions. Regarding the nature of the data collected, all 13 items were closed ended with measurement on a 5-point Likert scale.
Table 1: Sample Size Returned
	QUESTIONNAIRE 
	FREQUENCY
	PERCENTAGE

	Returned
	92
	100%

	Not-returned
	0
	0%

	Total 
	92
	100%


Source: Author’s computation, 2025
Table 1 show that out of the 92 copies of questionnaire administered at the selected industries all that is 100% were returned as duly completed and used for further statistical analysis and by implication the response rate was good to further enhance the accuracy of the results.
4.1. 	Demographic Characteristics of Participants 
The study collected information on demographic characteristics. Detailed results on each of the demographic profiles of respondents are presented below:
TABLE 2: Demographic Characteristics of the Respondents 
	QUESTION
	RESPONSE
	FREQUENCY
	PERCENTAGE (%)

	Gender
	Male
Female
Total
	47
45
92
	51%
49%
100%

	Age
	21-30
31-40
41- 50
50years & above
Total 
	26
44
20
2
92
	28%
48%
22%
2%
100%

	Educational level
	SSCE O/L
OND/Diploma
Bsc/B.Phar
MSc/M.Pharm
Total
	16
7
50
19
92
	17%
8%
54%
21%
100%

	Working experience
	Below 5 years
6 – 10 years
11-15years
16-20years above
Total
	23
9
45
15
92
	25%
10%
49%
16%
100%

	Classes of Management
	Lower level
Middle level
Top level
TOTAL
	18
49
25
92
	20%
53%
27%
100%


Source: Author’s computation, 2025
Sex of Respondents 
The analysis revealed that major participants in this study were males. Specifically, the data showed that 47 of the respondents representing 51% were males while a total of 45 representing 49% of respondents were females. This figure is true of the working area of the participants in the selected industries.
Age of Respondents 
The next variable examined was participants’ ages. The results showed that, the majority of respondents were in the age bracket of 31 – 40 years. This was followed by 21 – 30 year group representing 28% of the respondents and 20 representing 22% were between the ages of 41 to 50 years. Interestingly, the aged 50 years plus were only 2 representing 2% of the respondents. This could be as a result of two factors namely; education and the nature of work which these industries are popularly known for.
Educational Level of Respondents 
The next characteristic examined was the educational level of the respondents. Analysis showed that, the majority of the respondents were degree holders. There were 50 BSc/B.Pharm representing 54% while 19 representing 21% were Master holders in Pharmacy. In addition, 17% were High School graduates and 7 representing 8% were Diploma holders.
Working experience 
The next sample characteristic examined was the number of years that the respondents have been in the industry. The results showed that, 45 respondents representing 49% have been in the industry between the periods of 11 years to 15 years while a total of 15 representing 16% have been in the industry for the period of 16 to 20 years. It was also found that, 23 respondents representing 25% have been working in the selected industry for the past 5 years and below. 
Management category
It is however point of note that top management level and the intermediate were the dominant participants in this study and by implication of the above analysis, there is high possibility of obtaining objective responses from the respondents due to their high level of management akin, maturity and educational standard which depicts their relative exposure to the importance of this research study and will enable them appreciate the relevance of the study to their organizational effectiveness and thus made them provide unbiased responses to the questions contained in the questionnaires.
4.3 	DATA ANALYSIS ACCORDING TO RESEARCH QUESTIONS
RESEARCH QUESTION 1: To what extent does outsourcing impact positively on sales turnover?
Question 10: Business turnover has been satisfactory with outsourcing
	RESPONSES 
	NUMBER
	PERCENTAGE (%)

	Strongly agreed
	50
	54.3

	Agreed
	33
	35.8

	Neutral
	7
	7.6

	Disagree
	3
	3.3

	Strongly disagree
	0
	0.0

	Total 
	92
	100


Source: Author’s Computation, 2025
In the above table (table 7) 54.3% of the respondents strongly agreed, 35.8% agreed, 7.6% were undecided and a negligible 3.3% disagreed with the argument that sales turnover have been satisfactory by outsourcing.
Question 11:Corporate revenue has significantly increased
	RESPONSES 
	NUMBER
	PERCENTAGE (%)

	Strongly agreed
	37
	40.3

	Agreed
	43
	46.7

	Neutral
	5
	5.0

	Disagree
	7
	8.0

	Strongly disagree
	0
	0.0

	Total 
	92
	100


Source: Author’s Computation, 2025
The table above shows that 46.7% of the respondents agreed that corporate revenue has significantly increase through outsourcing, 40.3% strongly agreed and 8.0% disagreed.  
RESEARCH QUESTION 2: Does outsourcing strategy have significance influence on profitability?
Question 13: Outsourcing strategy adopted by the organizations enhances profitability
	RESPONSES 
	NUMBER
	PERCENTAGE (%)

	Strongly agreed
	17
	19.0

	Agreed
	69
	74.0

	Neutral
	6
	7.0

	Disagree
	0
	0.0

	Strongly disagree
	0
	0.0

	Total 
	92
	100


Source: Author’s Computation, 2025
In the table above 19% of the respondents strongly agreed, 74% agreed and 7% undecided with the argument that outsourcing strategy adopted enhances the organizational profitability. 
Question 4:  Outsourcing of some personnel functions of Human capital reduces our costs of operation
	RESPONSES 
	NUMBER
	PERCENTAGE (%)

	Strongly agreed
	33
	35.9

	Agreed
	44
	47.8

	Neutral
	12
	13.0

	Disagree
	3
	3.3

	Strongly disagree
	0
	0.0

	Total 
	92
	100


Source: Author’s Computation, 2025
In the table above 47.8% of the respondents agreed, 13% were undecided, 35.9% strongly agreed and 3.3% disagreed with the argument that Outsourcing of some personnel functions of Human capital reduces organizations’ costs of operation.
RESEARCH QUESTION 3: Does outsourcing strategy have significant effect on customer’s satisfaction?
Question 6: Outsourcing advertisement has assisted in building up good customer relationship
	RESPONSES 
	NUMBER
	PERCENTAGE (%)

	Strongly agreed
	20
	21.7

	Agreed
	55
	59.8

	Neutral
	17
	18.5

	Disagree
	0
	0.0

	Strongly disagree
	0
	0.0

	Total 
	92
	100


Source: Author’s Computation, 2025
In the above table 21.7% of the respondents strongly agreed, 59.8% agreed, 18.5% were undecided and no respondents disagreed with the argument that outsourcing advertisement has assisted in building up good customer relationship.
Question 7:outsource of brand image has increased industry customers’ loyalty
	RESPONSES 
	NUMBER
	PERCENTAGE (%)

	Strongly agreed
	37
	40.3

	Agreed
	43
	46.7

	Neutral
	7
	8.0

	Disagree
	5
	5.0

	Strongly disagree
	0
	0.0

	Total 
	92
	100


Source: Author’s Computation, 2025
The table above shows that 40.3% of the respondents strongly agreed, 46.7% agreed, 7% undecided and a negligible 5% disagreed that outsource of brand image has increased industry customers’ loyalty.
4.4 	TESTING OF HYPOTHESES
Regression analysis techniques were used for data analysis. Regression analysis was used to determine the degree of influence in the dependent variables (sales turnover, profitability and customer satisfaction) which can be associated with changes in the value of independent or predictor variable holding on other variables constant. To further examine the trend of the relationship among these variables of the study, SPSS version 23.0 software was equally used to analyze the data.
4.4.1 	A mean index of performance variable was adopted to summarize the data. This is shown in table 1 below.
Table 4.4.1: Mean index of corporate performance.
Descriptive Statistics

	Performance indicators
	N
	Minimum
	Maximum
	
	Mean
	Std. Deviation
	
	

	
	
	
	
	
	
	
	
	

	Sales turnover
	92
	
	1
	5
	4.09
	1.129
	
	

	Profitability
	92
	
	1
	5
	4.26
	.966
	
	

	Customer Satisfaction
	92
	
	1
	5
	4.16
	.947
	
	

	Valid N (listwise)
	92
	
	
	
	
	
	
	


Source: SPSS Computation, 2025
Table 1 indicates that 92 respondents that form the entire population sample frame of this study agreed that the benefit of outsourcing strategy on account of sales turnover, profitability and customer satisfaction were extremely high as the mean values of 4.09, 4.26 and 4.16 were all larger than 4 but close to 5 i.e 4<Performance_indicators<5. Also there is consistency in number of agreement as the standard deviation is close to unity i.e 1 and the fact that there is no significance difference in the opinion of respondents that outsourcing is a core measure of performance in the selected firm. The coefficients of variation voiding these core performances of the firms with regards to number of respondents are 3, 4, and 5 respectively. i.e. (mean/variance x 100%)
H01:	Outsourcing has no significant effect on sales turnover.
Table 4.4.2 Model Summary
	
	
	
	
	Std. Error of the

	Model
	R
	R Square
	Adjusted R Square
	Estimate

	1
	.850a
	.722
	.719
	.599

	a. Predictors: (Constant),
	Outsourcing
	strategy
	


The results from the model summary table above revealed that the extent to which the variance in sales turnover can be explained by business process outsourcing is 72.2% i.e (R-square = 0.722). The ANOVA table that follows shows the Fcal 233.248 at 0.05 significance level. Business process outsourcing significantly assists the selected pharmaceutical industries to increase in sales turnover.
Table 4.4.3 ANOVAb
	Model
	
	Sum of Squares
	
	df
	
	Mean Square
	
	F
	
	Sig.
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	1
	Regression
	84.669
	
	
	1
	84.669
	
	233.248
	
	.000a
	

	
	Residual
	32.643
	
	
	90
	.363
	
	
	
	
	

	
	Total
	117.312
	
	
	91
	
	
	
	
	
	


Source: SPSS Computation, 2025
a. Predictors: (Constant), Outsourcing strategy 
b. Dependent Variable: Sales turnover 
Table 3 above shows that the analysis of variance for linear regression data produced F-ratio of 233.248 which is significant at 0.05. Therefore there exist a model fitness as the regression sum of square to total sum of square gives the precise estimate R2-value=0.722 in the model summary above.
Table 4.4.4 Regression Coefficient (a)
	
	
	
	Unstandardized
	Standardized
	
	

	
	
	
	Coefficients
	Coefficients
	T
	Sig.

	Model
	
	
	B
	Std. Error
	Beta
	B
	Std. Error

	1
	(Constant)
	
	2.913
	.817
	
	3.566
	.000

	
	BPO
	
	.803
	.059
	.850
	13.610
	.000


Source: SPSS Computation, 2025
Dependent variable: Sales turnover
The coefficient table above shows the simple model that expresses how Business process outsourcing assists managers of Pharmaceutical firms to increase in sales turnover. The model is shown mathematically as follows; Y = a+bx where y is increase in sales turnover and x is business process outsourcing, “a” is constant factor and “b” is the value of coefficient. From this table therefore, sales turnover = 2.913 +0.803BPO. This means that for every 100% change in sales turnover, business process outsourcing contributed 60.3%
Decision:
The significance level below 0.05 implies a statistical confidence of above 95%. This implies that business process outsourcing assists the selected firms to increase in sales turnover. Thus, the decision would be to reject the null hypothesis (H01), and accept the alternative hypothesis (Ha1).
Regression analysis for research hypothesis 2
H02: Outsourcing Strategy has no significance influence on organizational profitability.
Table 4.4.5 Model Summary
	
	
	
	
	Std. Error of the
	

	
	
	
	
	
	

	Model
	R
	R Square
	Adjusted R Square
	Estimate
	

	1
	.764a
	.584
	.579
	.627
	

	Source: SPSS Computation, 2025
Predictors: (Constant), Outsourcing strategy
	
	


Table 4 shows that outsourcing yields a coefficient of linear regression R2 of 0.584 accounting for 58.4% of the variance in adoption of personnel outsourcing by the selected pharmaceutical firms in Kwara State. Table 5 that follow shows an F-ratio of 126.1 which is also significant at 0.05.The results from the model summary table above revealed that the extent to which the variance in personnel process outsourcing can be explained by organizations profitability is 58.4% i.e (R-square = 0.584). 
Table 4.4.6 ANOVAb
	Model
	
	Sum of Squares
	df
	
	Mean Square
	F
	Sig.

	1
	Regression
	50.070
	
	1
	50.070
	126.121
	.000a

	
	Residual
	35.736
	
	90
	.397
	
	

	
	Total
	85.806
	
	91
	
	
	


 Source: SPSS Computation, 2025
a. Predictors: (Constant), Outsourcing strategy 
b. Dependent Variable: Profitability 
The ANOVA table shows the F-calculated to be 126.121 at 0.05 significance level. The implication is that personnel process outsourcing significantly associated with organizations profitability.
Table 4.4.7 Coefficients(a)
	
	
	
	Unstandardized
	Standardized
	
	

	
	
	
	Coefficients
	Coefficients
	T
	Sig.

	Model
	
	
	B
	Std. Error
	Beta
	B
	Std. Error

	1
	(Constant)
	
	-.403
	.504
	
	-.780
	.019

	
	PPO
	
	.779
	.041
	.764
	19.01
	.000


Source: SPSS Computation, 2025
Dependent variable: Profitability

The coefficient table above shows the simple model that expresses the extent to which Personnel process outsourcing affects organizations profitability. The model is shown mathematically as follows; Y = a+bx where y is Organizations profitability and x is Personnel process outsourcing, ‘a’ is a constant factor and “b” is the value of coefficient. From this table therefore, Organizational profitability = -0.403 +0.779PPO. This means that for every 100% change in organizational profitability, personnel process outsourcing is responsible for 77.9% of the change
Decision
The significance level below 0.05 implies a statistical confidence of above 95%. This implies that personnel process outsourcing affects organizational profitability. Thus, the decision would be to reject the null hypothesis (H0), and accept the alternative hypothesis (H1).
H03:   Outsourcing Strategy has no significant effect on Customer Satisfaction.
Table 4.4.8 Model Summary
	
	
	
	
	Std. Error of the

	Model
	R
	R Square
	Adjusted R Square
	Estimate

	1
	.725a
	.525
	.520
	.656


            Source: SPSS Computation, 2025
a. Predictors: (Constant), Outsourcing strategy 
The results from the model summary table above revealed that the extent to which outsourcing strategy adopted by a firm increases the customers’ satisfaction of the companies is 52.5% i.e (R square = 0.525). The ANOVA tables that follow show that the F-cal is 100.612 at 0.05 significance level. The implication is that Outsourcing strategy adopted by a firm increases the customers’ satisfaction of the companies.
Table 7
ANOVAb
	Model
	
	Sum of Squares
	df
	
	Mean Square
	F
	Sig.

	
	
	
	
	
	
	
	

	1
	Regression
	43.362
	
	1
	43.362
	99.454
	.000a

	
	Residual
	39.219
	
	90
	.436
	
	

	
	Total
	82.581
	
	91
	
	
	


Source: SPSS Computation, 2025
a. Predictors: (Constant), Outsourcing strategy 
b. Dependent Variable: Customer Satisfaction 
             The analysis of variance (Anova) table above tests whether the model is significantly better at predicting the outcome than using the mean as a ‘best guess’. Specifically, the F-ratio (99.454) represents the ratio of the improvement in prediction that the results from fitting the model (labeled ‘Regression’ in the table), relative to the inaccuracy that still exists in the model (labeled ‘Residual’ in the table) which is significant at 5% level.  And by dividing the regression sum of square value by the Total sum of square in the table returning the value of R2=0.525, and the fact that the final model is significantly improve our ability to predict the outcome variable. However, the significant value of P (0.000) is smaller than (0.05) which means that the independent variable (outsourcing strategy) is positively related with the dependent variable (Customer’ satisfaction). Hence, we posited that there is significant relationship between customer satisfaction and outsourcing strategy at 5% level of significant.
Coefficients(a)
	
	
	
	Unstandardized
	Standardized
	
	

	
	
	
	Coefficients
	Coefficients
	T
	Sig.

	Model
	
	
	B
	Std. Error
	Beta
	B
	Std. Error

	1
	(Constant)
	
	-.513
	.074
	
	-6.932
	.001

	
	Outsourcing
	
	.789
	.131
	.725
	6.023
	.000


Source: SPSS Computation, 2025
Dependent variable: Customer satisfaction
The regression coefficient table above shows the simple model that expresses the extent to which Knowledge process (Branding) outsourcing affects customers’ satisfaction. The model is shown mathematically as follows; Y = a+bx where y is customer relationship and x is knowledge process outsourcing, ‘a’ is a constant factor and “b” is the value of coefficient. From this table therefore, Customer satisfaction = -0.403 +0.779KPO. This means that for every 100% increase in customer satisfaction, knowledge process (Branding) outsourcing is responsible for 77.9% of the change. In addition to this, if peradventure the selected companies stop to outsource Knowledge process i.e. KPO=Branding=0; customer satisfaction might reduce by 51.3% as shown in the constant of regression line above and this may cause a serious implication to the market share of the selected companies. Therefore, it is posited that Outsourcing strategy has significant effects on Customer satisfaction.
Decision
The significance level below 0.05 implies a statistical confidence of above 95%. This implies that Knowledge process outsourcing affects Customer satisfaction. Thus, the decision would be to reject the null hypothesis (H03), and accept the alternative hypothesis (Ha3).
4.3 	DISCUSSION OF FINDINGS
The discussion of findings is based on major issues raised in the hypotheses of the study. All findings were held at a significant level p < 0.05
Hypothesis one
The result presented shows that the implementation of outsourcing strategy by the organizations has significantly and positively influenced sales turnover and subsequently increase the organizational productivity. The findings in hypothesis 1 has show that outsourcing business process as a strategy adopted by these organizations has resulted in production cost reduction, competitive selling price and ultimately increased sales turnover. This findings further support resource-based thinking which stipulate that firms–specific resource endowments are determinants of competitive leverage (Rumelt, 1984; Wernerfelt, 1984).
Sales turn over and corporate/technology reputation is affected by stakeholder integration and capability development.
Hypothesis two
The result of the test analysis on this hypothesis shows that outsourcing strategy has significant influence on organizational profitability because production process, constant innovation and concentration on core competence are the activities in which the organizations make use of outsourcing personnel in order to increase their output and perform better competitively. Capability development and corporate/technology reputation was linked with the concept of competence trust (Berger, 1993). This was fully supported by the findings in hypothesis 2.
The above findings also aligns with the work of (Jones, 1995; Jones and Wicks, 1999) which postulates that competitive advantage accrue to firm that contract with their stakeholders on the basis of mutual trust and cooperation.
Hypothesis three
This hypothesis states that outsourcing strategy has no significant effect on customer satisfaction. After testing the null hypothesis, it was discovered that outsourcing strategy has a positive and significant effects on customer satisfaction resulting to high organizational performance. Organizations that integrate the voice of the environment and knowledge into their decision-making structure tend to accumulate short run economic gains. This result yields further support for instrumental stakeholder theory. Corporate and technology reputation represent an assessment of a firms relative standing by its relevant stakeholders.









CHAPTER FIVE
5.0 	SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	SUMMARY OF FINDINGS
Outsourcing strategy is at the center of the process of organizational changes and business structure. In this respect, these processes may be preceded by radical changes which lay the ground work for process re-engineering. The trend towards virtual corporations based on the relationship of co-operation among several firms starts with the identification and exploitation of the concept of business process, personnel and core competences, in such a way that new advantages are obtained from specialization and that the customer receives added value superior to the levels previously offered. The contemporary relationship of firms to their business surroundings are conditioned by the changes in the economic environment. This study found that firms face these alterations to their surroundings by making qualitative change in the way that they perform their activities and structure their organization. Therefore, all three (3) alternative hypotheses were accepted and the null hypotheses were rejected meaning that there is significance impact of outsourcing on organizational productivity through embedded business process, personnel and knowledge process that will increase the core competencies and reduce operating costs of the selected pharmaceutical companies in Kwara state.
5.2 	CONCLUSION
Outsourcing has a series of advantages and disadvantages which can be divided for analytical purposes into strategic and operational nature. The main strategic advantages are the creation of competitive advantages, the reduction of risks, an improved long-term cost structure and an increase in organizational sale turnover and profitability. From a strategic standpoint, outsourcing allows the firm to concentrate its efforts on consolidating and expanding its core competences. On the other hand, among the operational advantages, found in the results of this study was an increase in efficiency as a result of activities being carried out by specialized firms and reductions in the services of permanent staff, which then become variable costs related to the level of activities. As for the disadvantages of a strategic nature, the most important are the loss of control of activity done through outsourcing, the transfer of sensitive information, the possibility of exorbitant price increase by the suppliers at a future date, along with fluctuations in quality. The operational problems we have observed are difficulties related to the making of the contract arising from the effects on human resources.
With respect to problems of an internal nature, it is concluded in from the findings of this study that pharmaceutical firms have turned to outsourcing as a short-term solution to avoiding the rigidities caused by labor laws. These firms have limit themselves by viewing outsourcing merely as a simple way of freeing themselves of permanent staff. From this perspective, outsourcing could represent a phenomenon of opportunity, while labor legislation is being in accordance with the needs of firms for more flexible organizations and more professional and motivated workers.
In conclusion, outsourcing facilitates the transition to the new flexible organizational models leading to the virtual corporation using a process which is not free of some uncertainties which affect its conceptualization and empirical analysis.
5.3 	RECOMMENDATIONS
The following recommendations were made:
I. Companies that outsource should continue to monitor the contractor’s activities and establish constant communication.
II. Secondly, outsourcing strategy should come from the workers themselves. That is, workers should be made to embrace the strategy before implementation so as to alley the fear of loss of Jobs.
III. Also, successful implementation of an outsourcing strategy has been credited with; cost increase profitability and productivity. Therefore, organizations are system; enjoined to reduce the outsourcing strategy and improve their service delivery.
IV. Company managers agree that successful outsourcing requires a shift in their mindset, which means that they must manage their contractors and workers in order to improve on efficient service delivery. Integrating and managing a diverse, split work force embodying different corporate cultures and perhaps divided loyalties can be a daunting assignment compared to the more traditional approach to work force management.
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Department of Business Administration,
Institute of Finance & Mgt. Studies,
Kwara State Polytechnic, Ilorin.
May 5, 2025
Dear Respondent,
EFFECTS OF OUTSOURCING ON THE ORGANIZATION PRODUCTIVITY 
I am an undergraduate Student of the Department of Business Administration in Kwara State Polytechnic Ilorin. I am conducting a research on the above topic. Please, I seek your candid response to the questions in this questionnaire. Please note that this exercise is purely for academic purpose and as such, your response to the questions would be treated with utmost confidentiality.

Thank You.
Yours faithfully,














QUESTIONNAIRE
                                  SECTION A: BACKGROUND DATA
(Please tick whichever is applicable)
1. Gender:     Male (     )          Female  (    )
2. Age:   21-30years (   )   31-40years (  )  41-50 years (  )  50 years above (  )
3. Education qualifications  SSCE (   )  Diploma (   )  BSc/B.Pharm (   )  MSc/M.Pharm (    )
4. Work experience   1-5 years (     )   6-10years (   )  11-15years (   )  16 -20years (   )
5. Management category  Lower level (   )   Middle level  (   )   Top level (   )
SECTION B:
Please tick as: SA-strongly agree, A-agree, U-undecided, D-disagree, SD-strongly disagree
	Questions 
	SA
	A
	U
	D
	SD

	
	
	
	
	
	

	BUSINESS PROCESS  VIA OUTSOURCING
	
	
	
	
	

	
	
	
	
	
	

	Business process outsourcing reduces our cost of
	
	
	
	
	

	Operation
	
	
	
	
	

	Our cost of operation is seem to be lower when we
	
	
	
	
	

	outsource our product to professionals
	
	
	
	
	

	
	
	
	
	
	

	Outsourcing  of  the  purchase  of  raw  materials
	
	
	
	
	

	reduces our cost of operation
	
	
	
	
	

	
	
	
	
	
	

	Outsourcing  of  some  personnel  functions of Human capital reduces our costs of operation
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Outsourcing of some of our business equipments
	
	
	
	
	

	increases our cash flow and sales turnover
	
	
	
	
	

	
	
	
	
	
	

	
CUSTOMER  SATISFACTION POLLS ON BRANDINGS
	
	
	
	
	

	
	
	
	
	
	

	Our  outsourced  advertisement  has  assisted  in
	
	
	
	
	

	building a good relationship with our customers
	
	
	
	
	

	
	
	
	
	
	

	Our outsourcing of brand image has increased our
	
	
	
	
	

	customer loyalty
	
	
	
	
	

	
	
	
	
	
	

	Research and development has helped us know and
	
	
	
	
	

	understand our customers more
	
	
	
	
	

	
	
	
	
	
	

	Our outsourced public relations has build a strong
	
	
	
	
	

	customer relationship for our company
	
	
	
	
	

	
	
	
	
	
	

	Outsourcing increase core competencies
	
	
	
	
	

	OUTSOURCING AND PROFITABILITY
	
	
	
	
	

	
	
	
	
	
	

	Business turnover has been satisfactory through personnel outsourcing
	
	
	
	
	

	
	
	
	
	
	

	Corporate revenue has significantly increased
	
	
	
	
	

	
	
	
	
	
	

	Employee  efficiency  and  effectiveness  has  been
	
	
	
	
	

	Satisfactory
	
	
	
	
	

	
	
	
	
	
	

	Outsourcing reduces costs of operation
	
	
	
	
	

	Outsourcing personnel in our organization
	
	
	
	
	

	enhances profitability.
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