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Abstract

This study investigated the effect of outsourcing strategy on organizational performance in Nestle
Nigeria Plc. The study employed a descriptive research design. A sample size of 219 was selected
using simple random sampling technique. A total number of 218 copies of questionnaire were used
as the primary data collection instrument. Data were analyzed using descriptive statistics and
regression analyses. The study found that: cost driven outsourcing led to improved organizational
performance by reducing costs and risks while increasing operational efficiency, both in the short
term and long term; innovation driven outsourcing improved organizational performance by
enabling it to create, develop and deliver value to the market faster than its competitors, and that
focus driven outsourcing assists a company to free up its resources so as to concentrate on its core
business, which leads to improved organizational performance. The study concluded that strategic
outsourcing results in improved organizational performance by reducing both costs and risks,
increasing flexibility for innovation as well as freeing up key resources for core competency
building. This study recommended among others that firms should adopt strategic and well thought
out outsourcing partnerships in order to continuously reduce operating costs for growth, both in the
shortterm and long term.

Keywords: Outsourcing, Strategic outsourcing, Competitive advantage, Core competence,

Performance.

Introduction

Outsourcing can be defined as an advanced
results-oriented relationship with an external
service supplier for activities performed
traditionally within the organization. Strategic
outsourcing involves using the services of a
vendor to manage critical tasks that would
otherwise be managed by internal staff. This,
when done properly, allows a company to plan
the effective use of its resources and capabilities
to achieve the best possible benefit. It also
improves the ability to achieve an organization's
strategic goals. This type of strategy can be used
by any organization, regardless of size, which
not only reduces operating costs, but also allows
optimal allocation of resources to essential
functions (Welch & Nayak, 2012).

Eyaa (2010) defined outsourcing as a
decision by companies to use an external vendor

to resume an activity that would otherwise have
been performed internally by the organization's
employees. Typically, organizations are looking
for the best service providers to out source their
work to. This gives them the opportunity to have
their work done by experts, which means quality
work leading to the right company name. Lysons
and Gillingham (2013) argued that outsourcing
is the strategic use of resources to carry out
activities traditionally managed by internal staff
and their resources. It is a management strategy
in which an organization out sources key non-
core functions to specialized and efficient
service providers to help organizations optimize
their performance where they are most capable.
Many companies are increasingly looking to
continually improve production, improve
production, reconfigure their business
processes, and integrate their supply chains.
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This is reflected in the growing number of
companies using strategic tools such as total
quality management and process reengineering
(Manning, 2013). As noted by Maku and Iravo
(2013), over the past two decades, the critical
contribution of the outsourcing strategy to
organizational performance has been
increasingly recognized.

Outsourcing is one of the main strategies
used by companies to remain competitive in
today's dynamic environment. Several
organizations and institutions have outsourced
certain activities in the value chain to third
parties. This is due to the resulting benefits such
as lower costs, better customer satisfaction and,
more importantly, allowing management to
focus on more strategic issues by handing over
non-core functions to specialized firms
(Akeshuwola & Elegbebde, 2012). While many
companies have adopted the outsourcing
strategy in their operations to enhance their
competitiveness, others have not done so, which
raises a lot of questions as to what are the
determining factors that influence the decision
to use the outsourcing strategy and how this
outsourcing improves organizational
performance.

Past studies on the impact of outsourcing
have highlighted many of the key benefits of
outsourcing. This includes low-cost internal
capital investment (Cheng, 2014) and improved
responsiveness to the turbulent business
environment and improved service delivery
(Lawson, Tyler & Potter, 2014). Other benefits
of outsourcing include increased focus on core
skills (Un & Asakawa, 2014), improved and
improved quality of goods and services
(Lawson, 2014) and reduced risk of
technological change (Dahlander & Gann,
2010).

A number of studies have also been
conducted on the outsourcing strategy and its
role in the current economic environment.
Mwangangi (2011), Nyambura (2013),
Machoka (2012), Mwando (2010) and Rono
(2011) are good examples. Some of these studies
focused on outsourcing in a technological
context, while others focused on the impact of
outsourcing of human capital on organizational
performance. A number of studies were
conducted on strategic outsourcing, but it was
still unclear what tools were used to measure the

effectiveness of outsourcing in an organization
and how outsourcing impact on the performance
of that organization. As a result, this study seeks
to complement the existing literature on
outsourcing strategy and its effect on an
organization's performance; taking into account
the effects of cost-based outsourcing,
innovation-based outsourcing and targeted
outsourcing.

Purpose of the Study

The broad objective of the study is to
examine the effect of outsourcing strategy on
organization performance in Nestle Nigeria Plc.
The specific objectives are to examine the effect
of cost-driven outsourcing, innovation-driven
outsourcing and focus-driven outsourcing on
organizational performance.

Research Hypotheses
The following hypotheses were tested:

H,,: Cost-driven outsourcing has no significant
effect on organizational performance.

H_,: Innovation-driven outsourcing has no
significant effect on organizational
performance

H_,: Focus-driven outsourcing has no significant
effect on organizational performance

Literature Review
Concept of Qutsourcing Strategy

According to Sani, Dezdar and Ainin (2013),
outsourcing 1is the strategy in which
management uses a special supplier of
outsourcing; establishing strategic alliances to
reduce costs and risks, as well as enhance
efficiency. Outsourcing 1s defined as the
purchase of products or services from sources
external to the organization (Rundquist, 2012,
Ono & Stango, 2015). Outsourcing is the
procurement of goods or services from
individuals or organizations located outside the
boundaries of a business where such goods or
services may be created in-house by the
company's own employees and managers
(Brown & Wilson, 2015).

Outsourcing can be defined as the use of a
company to perform particular tasks because it
can perform them cheaply or more effectively
(Abraham & Taylor, 2016). According to Quinn
(2011), strategic outsourcing involves using the
services of a vendor to manage critical tasks that
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would otherwise be managed by internal staff.
This, when done properly, allows a company to
plan the optimal use of its resources and
capabilities to achieve the best possible benefit.
It also improves the ability to achieve an
organization's strategic goals. This type of
strategy can be used by any organization,
regardless of size, which not only reduces
operating costs, but also allows optimal
allocation of resources to essential functions
(Welch & Nayak, 2012).

Blokdijk (2010) posited outsourcing as the
process of performing tasks outside the
organization, rather than delegating work to
internal people. Similarly, Schienederjans
(2015) defines outsourcing as the transfer of
certain internal activities and decision-making
responsibilities from the firm to external service
providers. Gilley and Rasheed (2010) see
outsourcing as acquiring something that was
originally purchased internally or could have
been purchased internally despite the decision to
exit. Eyaa (2010) defined outsourcing as a
decision by companies to use an external vendor
to resume an activity that would otherwise have
been performed internally by the organization's
employees.

Typically, organizations are looking for the
best service providers to out source their work
to. This gives them the opportunity to have their
work done by experts, which means quality
work leading to the right company name. Lysons
and Gillingham (2013) argue that outsourcing is
the strategic use of resources to carry out
activities traditionally managed by internal staff
and their resources. It is a management strategy
in which an organization outsources important
non-core functions to specialized, high-
performance service providers to help
organizations optimize their performance.

According to Tomas & Victor (2016),
outsourcing is a strategic decision that involves
outsourcing specified non-strategic business
activities or processes that are necessary for the
production of goods or the provision of services
through agreements or contracts with companies
with higher capacities undertake these business
activities or processes in order to improve the
performance of the organization.

Cost-Driven Outsourcing and
Organizational Performance

Currently, outsourcing has become a
strategic force in the worldwide economy and
this movement is expected to continue in the
near future. Kenyon and Meixell (2011) found
that outsourcing worked best for international
markets where labor and the cost of doing
business were lower. Insinga and Werle (2010)
postulate that, outsourcing at the operational
level can easily lead to the creation of
dependencies that create unforeseen strategic
vulnerabilities.

The fact that outsourcing can be strategic is
not in doubt. However, the most important thing
is to recognize first and foremost the strategic
value that outsourcing can generate for any
organization if it is managed properly. As noted
by Insinga and Werle (2010), the real risk is to
lose the strategic objective of outsourcing in the
daily crush of the organization's operations.

Innovation-Driven OQOutsourcing and
Organizational Performance

According to Buchanan (2014), innovation
is defined as something that changes a market.
Companies are innovative when they develop
something better for their customers. This can be
done by improving or developing not only the
products but also their materials and means of
production. Recently, companies have chosen to
innovate intensively around processes.
Advocates of this strategy say that competitors
will have a harder time copying your product if
they also need to copy the processes and systems
used to make this product.

Focus-Driven Outsourcing
and Organizational Performance

Recently, outsourcing strategy has been at
the center of organizational development and
change. At times, the process of organizational
and structural change is preceded by radical
changes that lay the groundwork for
restructuring business processes. Current trends
are moving towards the concept of virtual
companies based on relationships, cooperation
and strategic business partnerships between
several companies. The establishment of such
relationships often begins with the identification
and exploitation of the concept of basic skills, so
as to provide new benefits to the specialization
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(Agndal & Nordin, 2013). In addition, the
process must ensure that the customer receives
added value above the levels previously
proposed (Styles & Goddard, 2014). The
unanticipated realities and complexities of
competition in a global supply chain have led
many organizations to focus on strategic
renewal and creative solutions. These solutions
are designed to manage and mitigate business
risks in today's dynamic marketplace, including
outsourcing services (Buchanan, 2014).

Transaction Cost Economics Theory (TCE)

According to the theory of TCE as proposed
by Williamson (2011), the transaction-to-
transaction (TCE) approach at the enterprise
boundary begins with a basic technology.
Whether front, back, or side integration defines
the boundaries of the business for each distinct
activity based on the relationship between the
business and the core, the resulting transaction
costs, and the costs of the accompanying social
product. The economics of transaction costs
provide a conceptual explanation of the
outsourcing phenomenon and the reasons why
firms have opted for the market mechanism,
although at first glance it seems that the
difficulty of coordination and the threat of
opportunism would have resulted in the
selection of the organizational hierarchy instead
of the mechanism market (Micheal & Micheal,
2011).

According to Michael and Michael (2011),
one aspect of the transaction cost perspective is
the social product that results from the choice
between the company and the market. In this
theory, outsourcing is mainly focused on the
efficiency component of the decision and the
social product costs are rarely examined, if at all.
In summary, TCE explains the negative
consequences of outsourcing certain assets
(Tomas & Victor, 2016). Nevertheless, the TCE
theory has been widely used in outsourcing
applications, Lacity and Willcocks (2015) found
that the original matching with the TCE
framework explained few decisions about
computer sourcing and generated many more
anomalies in their sample. In addition,
Perunovic and Pedersen (2012), asserts that
TCE relies on a single transaction as a unit of
analysis, neglecting the current industrial
collaboration agreements and that it is static,

which does not correspond to the dynamism of
the environment current market. TCE is unable
to recognize the need for the company to focus
on its core competencies and conserve its
strategic resources (Prahalad & Hamel 2010). It
does not examine the capabilities of the
organization or its potential partners or suppliers
when analyzing outsourcing decisions.

Mohamed and Iravo (2015) conducted a
study on the effects of outsourcing non-essential
services on the organizational performance of
the Public Procurement Supervisory Authority
(OPPA) in Kenya. The study found that the
supplier selection process, relationship
management, contract management and
organizational resources were crucial to the
outsourcing of non-essential services that
influenced performance AOPP organization. In
addition, the study noted that there was a very
strong positive relationship between the non-
essential service outsourcing factors that
influence organizational performance at OPPA.

Kamanga and Ismail (2016) entitled Effects
of Outsourcing on Organization Performance in
Manufacturing Sector in Kenya. The study,
which uses the correlation and regression
analysis used in this study, was designed to
determine whether cost, quality, technological
adaptation and risk affected the organizational
performance of Del Monte Kenya Limited
(DMKL). Unlike this study, the census survey
method was used to select 42 sample
respondents. The study found that the cost,
quality, technological adaptation and
performance of the organization had an
important positive relationship and that the
relationship between risk and organizational
performance was significantly positive and
weak. He noted that DMKL had been successful
in reducing total costs because outsourcing had
reduced direct operating costs, eliminated
overhead and turned fixed costs into variable
costs.

Awino and Mutua (2014) studied the
strategy of outsourcing business processes and
the performance of Kenya's state-owned
companies. The formulation of business process
outsourcing strategy has been one of the most
debated management trends in the last twenty
years. There has been lack of established
consensus on the actual end effect of sourcing.
The study focused on 144 Kenyan companies.
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The information was collected through an
administered questionnaire. The study used
descriptive survey design and multiple
regression analysis were used to establish the
degree of relationship that deviates between
variables. The results of the study confirmed that
Kenyan state-owned companies were involved
in outsourcing core and non-essential activities.
The research concludes that outsourcing
business processes has had a positive impact on
the overall performance of the business.

Methodology

The research design that was adopted in this
study is the survey research design. This design
was chosen because it was more effective in
investigating the impact of strategic outsourcing
on organizational performance. The dependent
variable was organizational performance while
the independent variable was strategic
outsourcing (measured with the constructs; cost-
driven, innovation-driven and focus-driven).
The target population for this study covers all the
employees of Nestle Nigeria Plc, Lagos State.
According to the human resources department,
the total population of all the staff in the above
mentioned organization is 483. The population
composed of top level, middle level and low
level staff of Nestle Nigeria Plc, Lagos State. For
this study, Yamane (1967) formula was adopted
to determine the sample size of the population as
219. Arandom sampling technique was used due
to the reason that every staff of Nestle Nigeria
Plc, Lagos State will have an equal chance to be
included in the sample.

Testing of Hypotheses

The data used for this study is a cross
sectional data from a primary source as it is the
first hand information obtained from
respondents through use of questionnaire and
interviews (Sekaran, 2011). The questionnaire
was considered suitable for a descriptive study
since it is easy to administer, ensure fast delivery
and the respondents can answer at their own
convenience (Serekan, 2011). The questionnaire
contained 25 items, which sought information
from the respondents and divided into two
sections. The first section aimed at collecting
demographic data, second section sought for
information regarding the effects of strategic
outsourcing (cost driven, innovation driven and
focus driven) on organizational performance.

To establish the validity of the research
instruments a pilot study was conducted by
administering 20 copies of questionnaire
randomly to employees of the organization few
weeks before the actual research. The reliability
of research instruments was done with the
construct composite reliability co-efficient
(Cronbach alpha) to obtain 0.7. The model
specification that depicts the degree of
relationship existing among the variables of the
research studv is:

Y=B, + B X, + B, X, + B3X; + £
Where:

Y= Organization Performance
X ;= Cost-Driven Outsourcing

X, = Innovation-Driven Outsourcing
X 3= Focus-Driven Outsourcing

B, = Constant term

B 123= Coefficient of variable

£ = Error term

H,,: Cost-driven outsourcing has no significant effect on organizational performance of Nestle

Nigeria Plc

Table 1: Summary of Regression Results for the Effect of Cost-Driven Outsourcing on

Organizational Performance of Nestle Nigeria Plc

(a) Model Summary

Model R R Square

Adjusted R Square

Std. Error of the Estimate

1 850° 722

719

.59912

a. Predictors: (Constant), Cost-Driven Outsourcing

Source: Field Survey, 2019
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(a) ANOVA*
Model Sum of Squares Df Mean Square F Sig.
Regression 44.669 1 44.669 236.034 .000°
1 Residual 77.903 217 359
Total 122.572 218
a. Predictors: (Constant), Cost-Driven Outsourcing
b. Dependent Variable: Organization Performan ce
Source: Field Survey, 2019
(¢) Coefficients
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 1.352 0.480 9.237 .000
Cost-Driven Outsourcing .390 .0.60 .850 6.584 .000
a. Dependent Variable: Organization Performance

Source: Field Survey, 2019

The table 1 (a-c) shows a coefficient R of
0.850 (85%) which indicate that there exists a
linear direct relationship cost-driven
outsourcing and organizational performance. A
coefficient of determination R’ of 0.722 reveals
that cost-driven outsourcing accounts for 72.2%
of the organizations' performance and also
shows that the analysis of variance for linear
regression data produced F-ratio 236.034 which
is significant at 0.05. The t-value of constant

Table 2: Summary of Regression Results for

produced (t = 6.584) was significant at 95 per
cent level (Sig. F< 0.05), thus confirming the
fitness of the model. Therefore, there is
statistically significant relationship between
cost-driven outsourcing and organizational
performance.

H,,: Innovation-driven outsourcing has no
significant effect on organizational performance

of Nestle Nigeria Plc

the Effect of Innovation-Driven Outsourcing on

Organizational Performance of Nestle Nigeria Plc

(a) Model Summary

Model R R Square

Adjusted R Square Std. Error of the Estimate

1 764 584

579 62731

a. Predictors: (Constant), Innovation-Driven Outsourcing

Source: Field Survey, 2019

(a) ANOVA®
Model Sum of Squares Df Mean Square F Sig.
Regression 50.070 1 50.070 127.500  |000°
1 Residual 85.281 217 393
Total 135.351 218

a. Predictors: (Constant), Innovation-Driven Outsourcing
b. Dependent Variable: Organization Performance

Source: Field Survey, 2019
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(¢) Coefficients
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 1.978 0.480 4.120 .000
Innovation-Driven Outsourcing | .497 127 764 3.924 .000
a. Dependent Variable: Organization Performance

Source: Field Survey, 2019

The table 2 (a-c) shows a coefficient R of
0.764 (76.4%) which indicate that there exist a
linear direct relationship innovation-driven
outsourcing and organizational performance. A
coefficient of determination R* of 0.584 reveals
that innovation-driven outsourcing accounts for
58.4% of the organizations' performance and
also shows that the analysis of variance for linear

regression data produced F-ratio 127.500 which
is significant at 0.05. The t-value of constant
produced (t = 3.924) was significant at 95 per
cent level (Sig. F< 0.05), thus confirming the
fitness of the model. Therefore, there is
statistically significant relationship between
innovation-driven outsourcing and
organizational performance.

H,;: Focus-driven outsourcing has no significant effect on organizational performance of Nestle

Nigeria Plc
Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 725° .525 .520 65663
a. Predictors: (Constant), Focus-Driven Outsourcing
Source: Field Survey, 2019
ANOVA*
Model Sum of Squares Df Mean Square F Sig.
Regression 43.362 1 43.362 100.612 .000°
1 Residual 93.527 217 431
Total 136.889 218
a. Predictors: (Constant), Focus-Driven Outsourcing
b. Dependent Variable: Organization Performance
Source: Field Survey, 2019
(¢) Coefficients
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 955 6.880 0.139 .000
Focus-Driven Outsourcing 575 1.116 725 0.543 .000
a. Dependent Variable: Organization Performance

Source: Field Survey, 2019
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The table 3 (a-c) shows a coefficient R of
0.725 (72.5%) which indicate that there exist a
linear direct relationship focus-driven
outsourcing and organizational performance. A
coefficient of determination R’ of 0.525 reveals
that focus-driven outsourcing accounts for
52.5% of the organizations' performance and
also shows that the analysis of variance for linear
regression data produced F-ratio 100.612 which
is significant at 0.05. The t-value of constant
produced (t = 0.543) was significant at 95 per
cent level (Sig. F< 0.05), thus confirming the
fitness of the model. Therefore, there is
statistically significant relationship between
focus-driven outsourcing and organizational
performance.

Discussion of Findings

Outsourcing strategy was found to have
positive and significant effect on organization
performance. At overall level, ANOVA results
showed that the effect of outsourcing strategy
(cost-driven outsourcing, innovation-driven
outsourcing and focus-driven outsourcing) on
organizations' performance of Nestle Nigeria
Plc was statistically significant in that the p-
value was less than the set value of .05.

The study found that cost was the first most
important driver for outsourcing in the company.
Although more strategic reasons are now being
fronted, the traditional cost- reduction driver is
still a basic one in many a manager's minds. This
confirms the prior studies by Insinga and Werle
(2010) that had placed cost reduction first on the
rank of outsourcing drivers. The study also
ascertained that the company had been
outsourcing some significant activities for more
than ten years, and had subsequently recorded a
steady improvement in performance. According
to Rothaermel (2011), such measures could
include traditional accounting measures such as
sales growth, market share, and profitability. In
this study, the researcher sought to establish the
perception of the organization's performance as
measured mainly by these three variables. The
researcher also incorporated non-financial
measures such as customer satisfaction.

The study further revealed that outsourcing
not only reduced the cost but it also reduced the
risk of doing business. It was further revealed
that outsourcing had generated greater
intellectual value for the shareholders in the long

run. This finding agrees with the findings of
Lawson (2014) that reduced risk is an important
benefit of outsourcing. From the findings, it was
revealed that outsourcing further improved the
operational efficiency of the company. It was
worth noting that the efficiency of the firm was a
major competitive advantage which was
attributed to strategic outsourcing. This finding
is in line with the findings of Nordin (2013) that
a well-managed strategic outsourcing
relationship can lead to efficient and lean
organizations.

The findings of this study placed innovation
as the second most important driver for
outsourcing in the company. These findings are
in line with Gesing (2014) that in order to
survive and compete in the constantly changing
business environment of the twenty first century,
companies must partner with other firms that
have the capacity to innovate quickly and
continuously. This enables them to develop
products in good time for the market, thus
shortening the traditionally long new product
development cycles.  The findings also
confirmed the work of White and Bruton (2011)
that a company may have the desire to innovate
but its own intrinsic limitations may make this
almost impossible to implement, hence the need
for outsourcing.

This study revealed the need to focus on core
competencies as one of the reasons why the
company incorporates outsourcing in its
strategy. This affirms the findings from recent
studies that companies are increasingly
outsourcing for focus. This agrees with the
assertion of Cox (2014) that it's increasingly
becoming quite difficult for companies to
remain competitive doing everything for
themselves. The findings of this study indicate
the need to let go of non-core functions so as to
concentrate on building and sustaining a
company's core competencies. The findings
confirm the research findings of Mella and
Pellicelli (2012) that concentrating on core
competencies by outsourcing some activities
generates numerous benefits for an organization
such as creating synergy, leverage and
flexibility.

The study found that cost was the first most
important driver for outsourcing in the company.
The study also ascertained that cost driven
outsourcing had reduced both costs and risks
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while increasing operational efficiency which
led to improved profitability. This translated to
improved organizational performance both in
the short term and the long term. The study
findings revealed that the second most important
driving force for outsourcing strategy was
innovation. It was further revealed that
innovation driven outsourcing enabled the
company to create and deliver value to the
market faster and better than its competitors,
hence increasing its competitive advantage
through innovation. This was possible because
outsourcing shortened the new product
development cycles and offered greater
flexibility for innovation.

Finally, the study found that the need to
focus on core competencies was a major reason
why the company chose to outsource some of'its
activities. The study further found that
outsourcing had enabled the company to
concentrate its key resources and capacity on
building and expanding its core competencies,
which improved its competitive advantage,
hence leading to better organizational
performance. Therefore, according to the study,
strategic outsourcing leads to improved
organizational performance in terms of
increased profitability, market share, customer
satisfaction and sales growth.

Conclusion

Companies may choose to incorporate
outsourcing in their corporate strategies with a
bid to reduce cost and risk while increasing
efficiency. Strategic outsourcing results in
improved organizational performance by
reducing costs and risks associated with in-
house production, increasing operational
efficiency, and therefore increasing profitability
and growth. Well managed outsourcing results
in both short term cost reduction and long term
efficiency and sustainable performance.

Companies also outsource for the reason of
improving innovativeness in the market place.
This is the ability to create, develop and deliver
value to the market faster than its competitors.
This strategic decision results to greater
flexibility and innovativeness thus creating
competitive advantage which in turn leads to
higher sales growth, increased profitability,
increased customer satisfaction, hence increased
market share. Outsourcing for innovation

creates the flexibility that is necessary for
innovative growth which is both quicker and
better, therefore improving the overall
performance of the company.

Strategic outsourcing is one way by which
firms may build and sustain their core
competencies, this is vital for survival.
Therefore, a firm need to create a focus around
its core competencies, which entails handing
over the activities of low strategic value to
specialists who can do them better through
strategic outsourcing. Therefore, strategic
outsourcing frees up company's resources so as
to concentrate on its core business. This creates
competitive advantage which in turn leads to
improved sales, better profits, more satisfied
customers and better market share. Therefore,
focus driven outsourcing leads to improved
organizational performance.

Recommendations

Based on the findings of this study, it is therefore

recommended that:

1) Organizations should not outsource an
activity fully until they have confirmed
beyond doubt that the service provider is
capable of handling the activity.

2) Firms should adopt strategic and well
thought out outsourcing partnerships in
order to continuously reduce operating costs
for growth.

3) Managers should consider other factors too
while evaluating the cost and benefit of
outsourcing, so as to ensure that the
maximum benefit is achieved from the
strategy in terms of reduced costs and risks,
increased efficiency.

4) Companies should carefully consider their
outsourcing strategies to ensure that while
outsourcing helps in new innovations, the
cost is controlled and core activities are
never outsourced

5) Innovation should not be outsourced until a
company has carefully evaluated its value
chain and successfully determined its non-
core activities which it can subsequently
outsource.

6) Companies should clearly identify their core
competencies from the non-core functions.

7) Outsourcing strategy should be so structured
that it enables the organization to
concentrate its efforts on building its core
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competencies to a best-in-world level, so as
to generate competitive advantage.
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