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Abstract
In today’s competitive business environment, many organizations are turning to outsourcing as a way to improve performance and reduce costs. This study investigates the effects of outsourcing on organizational output in the pharmaceutical sector, using Tuyil Pharmaceutical Ltd and Bioraj Pharmaceutical Plc as case studies. A total of 92 respondents were selected using a stratified sampling method. Data were gathered through questionnaires and interviews with top and middle-level managers. The results were analyzed using regression analysis. To ensure the reliability and validity of the research instruments, a test-retest method was applied, and expert opinions were used to develop the questionnaire items. The findings show that outsourcing helps companies reduce costs, improve service quality, increase efficiency, and focus on core activities. It also leads to higher sales turnover, better use of expertise, and greater customer satisfaction. The study recommends that organizations should closely monitor the activities of outsourcing contractors to ensure quality. It also suggests that employees should be properly informed and involved in the outsourcing process to reduce fear of job loss.

Keywords: Outsourcing, Organizational Output, Pharmaceutical Sector, Cost Reduction, Service Quality, Employee Involvement, Tuyil, Bioraj


         CHAPTER ONE
INTRODUCTION
1.1 Background to the Study
In today’s dynamic business environment, organizations, especially those in the manufacturing and pharmaceutical sectors, are constantly seeking ways to enhance performance, reduce operational costs, and maintain competitiveness. One of the widely adopted strategies to achieve these objectives is outsourcing, which involves contracting out certain business functions or processes to external service providers. This strategy has sparked considerable discussion in both academic literature and business practice due to its potential to influence organizational output significantly.
Outsourcing is defined as the delegation of one or more business processes to an external agency that, in turn, owns, administers, and manages the selected processes based on defined and measurable performance metrics (Bearden, Ingram, & Lafarge, 2007). According to Behara, Gundersen, and Capozzoli (1995), outsourcing enables firms to concentrate on their core competencies, thereby increasing their strategic advantage in specific business areas while allowing external agents to manage non-core functions.
Strategically, the goals of outsourcing include improved efficiency, cost reduction, operational flexibility, and enhanced quality, ultimately leading to greater competitive advantage (Hilmer & Quinn, 1994). Firms that focus on core competencies—defined as the unique combination of knowledge, skills, and processes that deliver value to customers—are better positioned to innovate and respond to market changes (Greaver, 1999).

In the pharmaceutical sector, outsourcing has become increasingly common due to the high level of technical expertise, regulatory requirements, and cost intensity involved in production and clinical trials. As reported by Flatworld Solutions (2018), more than 43% of pharmaceutical firms utilize contract service providers for activities such as clinical trials, analytical testing, active pharmaceutical ingredient (API) manufacturing, and formulation development. This trend underscores outsourcing’s growing importance in enhancing organizational output and streamlining operations.
Furthermore, outsourcing enables organizations to manage time and resources effectively by transferring non-core, time-consuming processes—such as facility management and contract catering services—to specialized external providers. This allows management to focus on strategic areas that directly affect organizational performance and innovation. Outsourcing also facilitates financial flexibility by reducing capital expenditure on infrastructure and enabling firms to convert fixed costs into variable costs.
However, despite its advantages, outsourcing comes with risks. Key concerns include quality control, loss of intellectual capital, reduced employee morale, and dependency on external vendors. For instance, when critical functions are outsourced, firms may lose internal expertise and responsiveness, potentially impacting overall performance and customer satisfaction (David, Kurtz et al., 2006).
The growing reliance on outsourcing in Nigeria's pharmaceutical industry, particularly among firms like Tuyil and Bioraj Pharmaceuticals, necessitates an in-depth investigation into its actual impact on organizational output. This study, therefore, seeks to assess the effects of outsourcing on productivity, sales turnover, profitability, and customer satisfaction in selected pharmaceutical firms in Kwara State.

1.2 Statement of the Problem
There is a growing debate among manufacturing and pharmaceutical firms regarding the efficacy of outsourcing as a strategy for improving organizational performance. While some firms advocate for in-house production to maintain control and quality, others outsource various business functions to cut costs and improve operational efficiency. The divergence in opinions has created uncertainty about the actual effects of outsourcing on organizational output.
Although some organizations report positive financial outcomes and increased productivity due to outsourcing, others highlight concerns about vendor reliability, loss of control, and diminished in-house capabilities. Particularly in the pharmaceutical sector, where precision and compliance are paramount, these concerns are amplified. There is limited empirical evidence in the Nigerian context, especially in firms such as Tuyil and Bioraj, to ascertain the extent to which outsourcing influences key performance metrics like sales turnover, profitability, and customer satisfaction. This study aims to bridge that gap.

1.3 Research Questions
a. To what extent does outsourcing affect sales turnover in the pharmaceutical sector?
b. What is the impact of outsourcing strategy on organizational profitability?
c. How does outsourcing influence customer satisfaction in pharmaceutical firms?
1.4 Objectives of the Study
General Objective:
To assess the effects of outsourcing on organizational output in selected pharmaceutical companies in Kwara State.
Specific Objectives:
a. To determine the impact of outsourcing on sales turnover in pharmaceutical firms.
b. To assess the influence of outsourcing on organizational profitability.
c. To examine the effect of outsourcing on customer satisfaction.
1.5 Research Hypotheses
H₀₁: Outsourcing has no significant effect on sales turnover.
H₀₂: Outsourcing strategy has no significant influence on organizational profitability.
H₀₃: Outsourcing strategy has no significant effect on customer satisfaction.

1.6 Significance of the Study
This study is significant for several reasons. First, it provides empirical insights into how outsourcing practices influence the productivity and performance of pharmaceutical firms in Nigeria. For industry practitioners, the study highlights the strategic value of outsourcing as a tool for improving operational efficiency and focusing on core competencies such as drug development and formulation. The findings will also assist managers in designing effective outsourcing frameworks that align with organizational goals, reduce operational stress, and enhance customer satisfaction.
Additionally, the research offers a decision-making framework for pharmaceutical firms considering outsourcing as a strategy to reduce costs, optimize performance, and stay competitive in both local and global markets. By adopting effective outsourcing practices, Nigerian pharmaceutical firms can achieve increased turnover, enhanced product quality, and global competitiveness.

1.7 Scope of the Study
The study is confined to evaluating the effects of outsourcing on organizational output within the pharmaceutical sector, with a specific focus on two manufacturing firms—Tuyil Pharmaceutical Ltd and Bioraj Pharmaceutical Ltd—located in Ilorin, Kwara State, Nigeria.

1.8 Definition of Key Terms
a. Outsourcing Strategy: Measured by the extent of production or service functions subcontracted to external vendors within or outside the industry.
b. Business Process Outsourcing (BPO): The delegation of specific business processes (e.g., payroll, facility management) to third-party providers, either for back-office or front-office operations.
c. Personnel Process Outsourcing (PPO): The outsourcing of HR functions such as recruitment, training, and benefits administration to enhance HR efficiency and strategic alignment.
d. Knowledge Process Outsourcing (KPO): High-value outsourcing activities involving advanced research, decision-making, and technical skills, including marketing research and intellectual property management.
e. Customer Satisfaction: Assessed through feedback metrics such as complaint rates and repeat patronage.
f. Productivity: The ratio of outputs produced relative to inputs used, indicating operational efficiency.
g. Core Competence: The firm’s in-house capabilities and resources that are critical to maintaining its competitive advantage and operational performance.
h. Operational Efficiency: The ability of an organization to deliver products or services in the most cost-effective manner without sacrificing quality. This includes reducing waste, optimizing workflows, and improving throughput.
i. Strategic Outsourcing: Outsourcing decisions that are aligned with an organization's long-term objectives and business strategy, usually involving key non-core functions that support the company's growth and innovation.
j. Cost Reduction: A primary driver for outsourcing, referring to the lowering of operational and production expenses by shifting processes to more cost-efficient external providers.
k. Third-Party Vendor: An independent organization or contractor that provides goods or services to another company under the terms of a contract. In pharmaceutical outsourcing, these may include firms offering manufacturing, clinical trials, or packaging services.
l. Pharmaceutical Contract Manufacturing Organizations (CMOs): Specialized firms that offer comprehensive drug development and manufacturing services to pharmaceutical companies, enabling them to scale production without significant capital investment.
m. Supply Chain Management (SCM): The coordination and management of all logistics and production activities involved in the delivery of products from raw materials to end consumers. Outsourcing can play a crucial role in streamlining pharmaceutical supply chains.
n. Risk Mitigation: The process of identifying, assessing, and minimizing risks. In outsourcing, this involves evaluating vendor reliability, compliance risks, and quality control issues.
o. Intellectual Property (IP): Creations of the mind such as inventions, trade secrets, and proprietary processes. Outsourcing may raise concerns over IP protection, especially in high-value pharmaceutical R&D tasks.
p. Quality Assurance (QA): A systematic approach to ensuring that outsourced products and services meet specified requirements and standards. It is critical in the pharmaceutical industry where safety and regulatory compliance are non-negotiable.
q. Regulatory Compliance: Adherence to laws, regulations, and guidelines set by regulatory bodies (e.g., NAFDAC, FDA, WHO) governing pharmaceutical production and distribution. Outsourcing partners must also meet these standards to ensure product approval and market access.
r. Vendor Management: The process of overseeing and managing relationships with outsourcing providers, including contract negotiation, performance monitoring, and ensuring service-level agreement compliance.
s. Economies of Scale: Cost advantages achieved when production becomes efficient, often realized by outsourcing large-scale processes to firms with specialized capabilities and infrastructure.



CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction
This chapter provides an in-depth review of relevant literature on the concept of outsourcing and its effect on organizational output in the pharmaceutical sector. The review is structured under the following sub-headings: conceptual clarification, theoretical and empirical reviews, principles and methods of outsourcing, as well as its merits and demerits.

2.2 Conceptual Clarification
2.2.1 Concept of Outsourcing
Outsourcing refers to the strategic delegation of non-core business processes or functions to external service providers who specialize in delivering such services effectively and efficiently. According to Corbett (1999), outsourcing represents a holistic restructuring of corporations to focus on core competencies and external partnerships. Sampson (2007) defined outsourcing as the transfer of internal functions and related resources to external providers for a defined service at a predetermined cost and timeframe.
In the pharmaceutical sector, outsourcing commonly involves administrative operations, customer services, call centers, payroll, recruitment, and even training. These outsourced activities enable pharmaceutical firms to focus on product development, research, and regulatory compliance—core activities that drive organizational output. Outsourcing improves service delivery by allowing firms to channel more energy toward profitability and innovation (Elmuti, 2003).
Moreover, outsourcing enhances the delivery of human resource functions through e-HR platforms and HR service centers. Gregg (2004) emphasizes that outsourcing enforces the use of performance indicators and service level agreements, fostering accountability and customer satisfaction. However, it may also lead to issues such as job insecurity and reduced morale if not properly managed.
Globalization and technological advancements have accelerated outsourcing trends, especially in sectors like pharmaceuticals where cost-efficiency and speed-to-market are critical. As noted by Elmuti (2003), a majority of large corporations outsource several HR functions to remain competitive, reduce overhead, and access global talent pools.
2.2.2 Principles of Outsourcing
Goldfarb and Naasz (1995) proposed a sourcing opportunity map to identify functions suitable for outsourcing based on how proprietary they are. Core principles guiding outsourcing include:
Focus on Core Competencies: Organizations should concentrate resources on high-value activities while outsourcing secondary functions (Hamel, 2004).
Make or Buy Decision: This involves evaluating whether producing internally or sourcing externally is more cost-effective and beneficial.
Clarity of Needs: A clear understanding of outsourcing goals enhances the likelihood of achieving desired outcomes.
Provider Selection: Firms must assess vendor capabilities through trials or past performance records.
Service Agreements: Detailed contracts outlining roles, timelines, penalties, and performance metrics are crucial.
Knowledge Transfer: Organizations should ensure that know-how from vendors is transferred internally to maintain institutional knowledge.
Evaluation Systems: Regular monitoring and assessment of outsourcing arrangements ensure alignment with strategic objectives.
Communication Strategy: Transparent communication with internal employees reduces resistance and promotes cooperation (Elmuti, 2003).
2.2.3 Methods of Outsourcing
Two predominant approaches to outsourcing exist:
1. Traditional Outsourcing: Focused on reducing operational costs and leveraging external efficiencies.
2. Transformational Outsourcing: Aims at strategic change by allowing the organization to re-focus on innovation and core strategic functions.
In the pharmaceutical sector, both methods are prevalent, especially where firms aim to cut R&D or administrative costs while boosting output.
2.2.4 Merits of Outsourcing
Outsourcing provides several benefits that directly influence organizational output:
· Cost Reduction: External providers operate at lower costs due to reduced overhead and lack of benefit liabilities (Aswathappa, 2006).
· Operational Efficiency: Outsourcing enables faster delivery and higher-quality outcomes due to specialization (Lojeski, 2004).
· Access to Technology: Vendors may offer technological capabilities that the firm cannot develop internally (Wikipedia, 2009).
· Flexibility and Scalability: It allows pharmaceutical companies to scale operations quickly to meet demand.
· Focus on Innovation: By offloading routine tasks, firms can focus on R&D and strategic initiatives (Goffredson, Puryear & Philips, 2005).
Gilley, Greer, and Rasheed (2004) also found that outsourcing training and payroll leads to higher organizational innovation and stakeholder performance in the pharmaceutical sector.
2.2.5 Demerits of Outsourcing
Despite its benefits, outsourcing poses several challenges:
· Loss of Control: Outsourcing may lead to slower communication and weaker control over service quality.
· Security Risks: Confidential pharmaceutical data may be exposed to third-party risks.
· Job Insecurity: Internal staff may feel threatened, leading to dissatisfaction and reduced morale (Elmuti, 2003).
· Performance Risks: Inconsistent service levels and unmet expectations can disrupt operations.
In Nigeria, disparities in employment conditions between permanent and outsourced staff have led to workplace tensions and reduced productivity. Outsourced staff may also feel detached from the organizational culture, leading to disengagement.
2.2.6 Personnel Outsourcing in the Pharmaceutical Sector
Personnel outsourcing involves contracting HR functions—such as payroll, training, or recruitment—to external agencies (Adler, 2003). In the pharmaceutical sector, personnel outsourcing can enhance administrative efficiency, reduce costs, and ensure compliance with evolving labor and regulatory standards.
2.2.7 Reasons for Personnel Outsourcing
· Cost-Effectiveness: Helps firms manage assets and maintain competitiveness (Mouhammed, 2008).
· Strategic Focus: Enables concentration on R&D, production, and core value chains (Reilly, 2006).
· Strategic HR: Positions HR as a strategic partner rather than an administrative burden (Merritt, 2007; Lohr, 2007).
Beardwell & Claydon (2007) argue that outsourcing HR functions gives firms a competitive edge. For example, expert-led training can enhance employee competence and improve customer relationship.

2.3 Theoretical Review
A sound theoretical foundation is essential for understanding the dynamics between outsourcing and organizational output. Several theories underpin the rationale and strategic considerations for outsourcing in the pharmaceutical sector. The following are key theories relevant to this study:
2.3.1 Transaction Cost Theory (TCT)
Developed by Ronald Coase (1937) and later expanded by Oliver Williamson (1981), the Transaction Cost Theory posits that organizations outsource to minimize the costs of transacting within the firm versus the market. These costs include searching for information, negotiating contracts, monitoring performance, and enforcing agreements.
In the pharmaceutical industry, where specialized knowledge and strict regulations are involved, firms often outsource non-core functions (such as logistics, payroll, or clinical trials) to reduce transaction costs and leverage external expertise (Williamson, 1981). TCT suggests that when external providers can deliver a function more efficiently than internal departments, outsourcing is economically justified.
2.3.2 Resource-Based View (RBV)
The Resource-Based View, popularized by Barney (1991), asserts that organizations gain a competitive advantage by acquiring and managing valuable, rare, inimitable, and non-substitutable (VRIN) resources. According to this theory, firms outsource functions that do not qualify as strategic resources, allowing them to focus on core competencies that directly impact competitive positioning and productivity.
In pharmaceutical firms, outsourcing HR, IT, or administrative functions allows the organization to channel resources into core areas such as drug development, research, and regulatory compliance—thus improving overall output and market responsiveness (Barney, 1991).


2.3.3 Core Competency Theory
Prahalad and Hamel (1990) introduced the Core Competency Theory, which argues that sustainable competitive advantage stems from focusing on areas of expertise that provide unique customer value. Outsourcing is a strategic decision to eliminate distractions from non-core activities.
For example, a pharmaceutical company may outsource manufacturing or distribution so it can concentrate on innovation, intellectual property development, and clinical research. This focus on core activities enhances product quality and organizational efficiency (Hamel & Prahalad, 1994).
2.3.4 Agency Theory
Agency Theory, proposed by Jensen and Meckling (1976), explains the relationship between principals (e.g., employers) and agents (e.g., outsourcing firms). The theory emphasizes contract design, incentives, and monitoring to mitigate conflicts of interest that may arise when organizational functions are delegated externally.
In the context of outsourcing, pharmaceutical companies must structure agreements with vendors that align the vendors' goals with organizational objectives. Poorly designed contracts or inadequate supervision may lead to reduced service quality or reputational risks (Eisenhardt, 1989).
2.3.5 Strategic Management Theory
Strategic Management Theory views outsourcing as a means of enhancing organizational effectiveness by aligning internal capabilities with external opportunities. Porter (1985) emphasized value chain analysis, suggesting that outsourcing allows firms to reconfigure activities in the chain to maximize value and output.
Pharmaceutical firms that adopt outsourcing strategically can reposition themselves in the market, respond more quickly to regulatory changes, and allocate resources more effectively—thus improving both productivity and competitive advantage (Porter, 1985).

2.4 Empirical Review
The challenges of dwindling resources and increasing market competition have pushed organizations to re-evaluate their methods of producing goods and services, often leading to changes in processes aimed at maximizing economic returns. To survive and remain profitable in today’s globalized era, organizations have adopted strategies like continuous improvement, lean production, business process reengineering, and supply chain integration (Brannemo, 2006). Over recent decades, there has been a growing recognition of the crucial role that sourcing strategies play in influencing organizational performance (Cousins et al., 2006).
Lau and Hurley (1997) explored the relationship between outsourcing and profitability and discovered that Chrysler’s profit margin was four times higher than that of General Motors due to its effective outsourcing strategy. On the other hand, Foster (1999) identified several barriers to successful outsourcing, including poor selection of sourcing partners, inadequate planning, lack of necessary skills to manage outsourcing activities, and poor organizational communication. These factors significantly influence the success of outsourcing projects.
Steensma, Kevin, and Corley (2000) argued that the outcomes of technology partnerships for sourcing firms are influenced by the interaction between technology attributes and the interdependence between the source and the sourcing firms. Kotabe (1998) further emphasized that outsourcing performance measurement should include three types of performance metrics: strategic, financial, and quality measures. Malhotra (1997) also highlighted additional market performance dimensions such as cost savings, cycle time, customer satisfaction, and productivity as critical indicators of outsourcing effectiveness.
Javaligi (1998) noted that the successful implementation of outsourcing strategies contributes to cost reduction, increased capacity, and improved quality. However, Kotabe (1998) cautioned that long-term outsourcing dependency could have negative consequences for a company’s competitive advantage. He argued that reliance on independent suppliers may hinder a company's ability to sustain long-term competitive advantage unless it invests in the continuous development of evolving design and engineering technologies. This view was echoed by Corley (2000), who found that equity-based alliances were more effective than contract-based outsourcing arrangements in technology-sourcing partnerships.
Yankelovich (2003) observed that approximately two-thirds of companies worldwide outsource at least one business process to an external third party, with the practice being most common in the U.S., Canada, and Australia, where 72 percent of outsourcing activities occur. Klaas, McGlendon, and Gainey (2001) suggested that organizational characteristics significantly influence outsourcing decisions. These characteristics, such as pay level, promotional opportunities, and demand uncertainty, must be considered when determining which functions or activities to outsource.
Frayer, Scannell, and Thomas (2000) proposed that companies increasingly view outsourcing as a means of reducing costs, improving quality, and enhancing overall competitive advantage. According to Ellram, Tate, and Billington (2007), outsourcing carries both operational and strategic implications. As such, companies must approach outsourcing decisions strategically, ensuring they fully understand the potential benefits and risks involved.
Brannemo (2006) further noted that outsourcing decisions impact a company’s cost structure, competitive position, and the nature of the risks it must manage. Thus, it is essential for management to have a clear framework for outsourcing decisions and to thoroughly evaluate both the advantages and potential drawbacks. The growing adoption of outsourcing, particularly in developing countries, underscores the need for further exploration into how this strategy can be effectively utilized to maximize organizational performance.


CHAPTER THREE
METHODOLOGY
3.1 Introduction
This chapter outlines the research methodology employed in this study. It provides a detailed description of the research design, population of the study, study characteristics, sample size, sampling techniques, and sources of data, methods of data collection, instruments for data collection, and the approach to data analysis.

3.2 Research Design
A survey research design was employed in this study. According to Asika (2004), the choice of a survey design is justified by its practicality in data collection and the ability to generalize findings to a larger population based on the sample. This design allows for a structured approach to gathering data from a defined group, making it suitable for the objectives of the study.

3.3 Population of the Study
The target population for this study comprised the employees of two pharmaceutical companies in Kwara State, specifically Tuyil Pharmaceutical Ltd. and Bioraj Pharmaceutical Plc. The combined staff strength of the two companies is 120, with 80 employees at Tuyil Pharmaceutical Ltd. and 40 at Bioraj Pharmaceutical Plc. These companies were selected due to their prominent adoption of the prospector strategy within 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. The required sample size for this study shall be derived using the Yamane (1967) Formula, as stated below;
Formula n = 
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 = 120, 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;
= = 92.3
n = 92
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 data for this study will be primarily collected through the administration of structured questionnaires. This approach is selected to ensure direct and reliable responses from the target participants, providing firsthand data for the study.

3.6 Research Instrument
The research instrument to be used in this study is a questionnaire designed with a five-point Likert scale, ranging from strongly agree (5) to strongly disagree (1). The questionnaire is carefully structured to align with the research questions and objectives. It is divided into two sections:
· Section A: Focuses on the demographic characteristics of the respondents (e.g., age, gender, educational background, etc.).
· Section B: Contains questions related to outsourcing strategies and their perceived impact on organizational productivity.
This structure ensures that all relevant data concerning both the demographic profile of the respondents and the specific research variables are comprehensively captured.

3.7 Method of Data Analysis
The data analysis will be conducted in two phases.
In the first phase, descriptive statistics will be employed to summarize and present the data. This will include the use of frequency tables and percentages to provide an overview of the responses from the questionnaire.
In the second phase, inferential statistical techniques—specifically, correlation and regression analysis—will be conducted using SPSS version 23.0. The rationale for using regression analysis is its ability to examine not only the relationships between multiple variables but also to assess the contributions of individual predictors in the model. This approach is essential for understanding the dynamics between outsourcing strategies and organizational productivity.
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. Bukola Saraki 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, ANALYSIS AND INTERPRETATION
4.1 introduction
This study investigates the impact of outsourcing strategies, focusing on business processes, personnel management, and core competencies, on the organizational productivity of the pharmaceutical industry. The research takes these factors as its primary points of reference. Specifically, the study first aims to identify key dimensions such as sales turnover, customer satisfaction, and profitability within the selected pharmaceutical companies, examining how outsourcing influences these metrics in the business environment.
Secondly, the study explores the effect of business processes, personnel management, and environmental factors to determine whether outsourcing enhances customer satisfaction and loyalty within the industry. Additionally, the study assesses whether customers’ perceptions prior to the introduction of outsourcing services have shifted positively.
This chapter presents and analyzes the data collected for the study, starting with the demographic characteristics of the respondents. The data are displayed in tables, with the first section providing insights into variables such as gender, education level, and work experience. The second section outlines the findings related to the research questions. All 13 items in the survey were closed-ended, using a 5-point Likert scale for measurement.

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.
4.1.1 	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



4.2 	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.
4.3 	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
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary of Findings
Outsourcing has become a pivotal strategy in organizational change and business restructuring. These changes are often preceded by significant transformations that lay the foundation for process re-engineering. The shift toward virtual corporations, which are based on cooperative relationships between multiple firms, begins with the identification and optimization of business processes, personnel, and core competencies. By leveraging specialization, these firms gain new advantages and provide customers with superior value compared to previous offerings.
The relationship between firms and their external environment is increasingly shaped by changes in the economic landscape. This study reveals that organizations are adapting to these environmental changes by innovating their activities and restructuring their operations. As a result, all three alternative hypotheses were accepted, and the null hypotheses were rejected. This signifies a significant impact of outsourcing on organizational productivity, primarily through embedded business processes, personnel, and knowledge management. These factors contribute to enhancing core competencies and reducing operating costs within the pharmaceutical companies surveyed in Kwara State.



5.2 Conclusion
Outsourcing offers a range of advantages and disadvantages, which can be analyzed from both strategic and operational perspectives. From a strategic viewpoint, outsourcing provides key benefits, including the creation of competitive advantages, risk reduction, an improved long-term cost structure, and increased organizational sales turnover and profitability. It allows firms to focus on consolidating and expanding their core competencies.
On the operational side, outsourcing leads to increased efficiency as specialized firms take over certain functions, and permanent staff services are reduced, transforming them into variable costs based on the level of activity. However, strategic drawbacks include the potential loss of control over outsourced activities, the transfer of sensitive information, the risk of price hikes by suppliers, and potential fluctuations in service quality. Operational issues include challenges in contract negotiations and impacts on human resource management.
Internally, the study concludes that pharmaceutical firms in Kwara State have adopted outsourcing as a short-term solution to bypass the rigidities imposed by labor laws. These firms tend to view outsourcing primarily as a means of reducing permanent staff, thus creating an opportunity to maintain more flexible organizational structures. In this context, outsourcing is viewed as an opportunity, particularly when labor legislation aligns with firms' need for flexible operations and motivated, professional workers.
Ultimately, outsourcing plays a crucial role in transitioning towards flexible organizational models, fostering the development of virtual corporations. However, the process is not without uncertainties, which complicate both its conceptualization and empirical analysis.

5.3 Recommendations
The following recommendations are offered based on the findings of this study:
1. Ongoing Monitoring and Communication: Companies that engage in outsourcing should continuously monitor the activities of contractors and establish regular communication to ensure alignment with organizational goals.
2. Employee Involvement: Outsourcing strategies should be developed in consultation with workers. Engaging employees in the process before implementation can alleviate fears of job loss and foster a smoother transition.
3. Cost, Profitability, and Productivity: To achieve the full benefits of outsourcing, organizations should focus on reducing costs, increasing profitability, and improving overall service delivery. It is essential for organizations to strike a balance between outsourcing and in-house operations to enhance performance.
4. Mindset Shift for Managers: Managers must recognize that successful outsourcing requires a shift in mindset. Managing contractors and workers effectively is essential for improving service delivery. Integrating and managing a diverse workforce with varying corporate cultures and potentially divided loyalties can be challenging compared to traditional workforce management.
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