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Abstract: This paper investigates to appoint the fundamental 

information about outsourcing implications and emphasizes the 

essential gains and drawbacks of this paper. The objective of the 

work is to picture the impact of outsourcing on organizational 

performance and profitability through risk management and 

alyzing, comprehending the factors, which influence the process 

of outsourcing. Studying the efficiency of organizational 

performance and analyzing the attitude of companies for their 

improvement using outsourcing is another objective of this 

research. The aim of outsourcing in corporate/ industry is to 

evaluate the improvement in the performance of the 

organizations that was mentioned by researchers in literature. 

Researchers had analyzed the outsourcing and its implication as 

an important strategy of company many years ago. The outcome 

is established to demonstrate outsourcing framework from 

different prospective. Performance effects are inquired by level of 

operating profit, acquiring margin return on shareholders’ 

capital and diminution in employment cost can be the 

significance of outsourcing, which have been followed by 

organizations. The liquidity of companies that increase by 

passage of time is the indication of profit. Moreover, managing 

the risk is the essential aspect for earning profitability of the 

project. 

 

Keywords: Outsourcing, core competency, business process. 

I. INTRODUCTION 

1.1 Background of Study:  

The word outsourcing is made up of two terms “out” and 

“sourcing”. Sourcing indicates the act of handing over the 

activities, responsibilities and decision-making process to 

some other company or firm. “Out” means external/other 

organization.  

When a company transfers its one or more part of its 

responsibilities for performing or managing the business 

process to another company; is called as business process 

outsourcing. Usually, the companies tend to outsource 

challenging and knowledgeable parts of their activities i.e. 

software development and infrastructure management like 

HR and payroll (Dayasindhu, (2004).  

Generally, companies have many choices for outsourcing 

purpose such as: Onshore (within their own country, Near 

Shore (Neighbor countries), the last but not the least 

Offshore (distant countries). 

The outsourcing terminology has been driven from 

American Glossary ‘Outside-Resourcing’ which means 

transferring of activities and responsibilities from one 
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business entity to another business organization. As the days 

goes on, the outsourcing process speeds up its growth 

accordingly, as in the last two decades outsourcing has 

played a vital role in business.   

In order to get the right result, it is very important for the 

organization to select the right sourcing and the company 

must know clearly that which activity must be outsourced 

and how to priorities those activities which are entitled for 

outsourcing. Generally, Chunkification Strategy is being 

used by the companies, in which they divide the 

process/activities into different parts or chunk for effective 

outsourcing and reducing the risk there off. (Nicholson 

Brain, Aman Aini. (2008). Offshore Accounting 

Outsourcing) 

Low price outsourcing does not mean the right 

outsourcing, the right outsourcing means to receive the best 

return. Therefore, proper outsourcing is like proper strategic 

planning and proper investment. (Ravi and Sashi, 2005). 

 According to (Gulzhana, 2012)-Advantages and 

disadvantages outsourcing: analysis of outsourcing practices 

of Kazakhstan banks), the business process organizations 

should first of all find an outsourcing partner, then negotiate 

and sign the contract with, then confirm the delivery 

capacity and at the end focus on how to govern the 

relationship in a good manner which leads to achieve the 

required needs.   

The outsourcing process is a two side/two way 

relationship and each side has a vital role to play in order to 

achieve the maximum satisfaction level, hence this paper is 

being prepared to support the both partners to address the 

risk available, and choose the right partner. When a 

company does not know about the performance of the 

partner’s company, it is a big risk for the company to invest 

its money and time on a new business and obviously when 

they handover their responsibilities to the outsourcing 

company, they automatically lose their control over the 

transferred activities. It is expected that the outsourcing 

company may not perform well and ignore the quality. By 

choosing the right governance method, both the parties can 

manage the risk in a better way, create new source of value 

and spot fluctuations to accept the changes in business. 

(Chandrasekaran, et al., 2007).  

To match their culture, expectation and target, the right 

governance may help them and also the right governance 

may support them in aligning the company’s goals and 

outsourcing, choosing the right model of outsourcing to 
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 manage the business process in a better way may help the 

company to grow faster and increase their revenue and 

market share. 

The organization that is searching for an outsourcing 

company, before selecting it, the company should search 

about the related experience of the company and ask them 

for reference, and then the company should ask the related 

questions from the previous customers or dealers. The 

company should make sure that the outsourcing company is 

financially stable, as finance is the most critical part to take 

care of. Organization may review the sample work of the 

outsourcing company and to carry out the final decision and 

to make sure that the considered organization is having the 

right equipment or not, organization may check both their 

infrastructure as well as technology. This is an International 

reputed journal that published research articles globally. All 

accepted papers should be formatted as per Journal 

Template. Be sure that Each author profile (min 100 word) 

along with photo should be included in the final 

paper/camera ready submission. It is be sure that contents of 

the paper are fine and satisfactory. Author (s) can make 

rectification in the final paper but after the final submission 

to the journal, rectification is not possible. In the formatted 

paper, volume no/ issue no will be in the right top corner of 

the paper. In the case of failure, the papers will be declined 

from the database of journal and publishing house. It is 

noted that: 1. Each author profile along with photo (min 100 

word) has been included in the final paper. 2. Final paper is 

prepared as per journal the template. 3. Contents of the 

paper are fine and satisfactory. Author (s) can make 

rectification in the final paper but after the final submission 

to the journal, rectification is not possible. 

1.2 Problem Statement:  

Undoubtedly, outsourcing seems very risky for complex 

business process. When the outsourcing activity is not core 

activity, it is easy to address the risk, but if the activity is 

core activity then finding out the risk becomes a 

complicated task. Nowadays, though the Globalization and 

advanced Technology helps the organizations to perform 

their tasks very easily in comparison to the past, but still 

there are many companies, which get disgraceful outcomes 

or sometime failure, which make them to revise or cancel 

the contract with their partners. Outsourcing failure happens 

due to lack of perfect strategy. Existence of 

misunderstanding between the outsourcing aims and 

strategy of the partner may lead to dissatisfactions and less 

focusing on the core activities.  

1.3 Objectives of the Study 

• To relate how outsourcing impact on organization 

profitability. 

• To analyze the in depth use of outsourcing in 

corporate to improve performance. 

• To study the efficiency of organizational 

performance. 

• To comprehend the factors which influence the 

process of outsourcing. 

• To analyze the attitude of companies for their 

improvement using outsourcing. 

1.4 Aim of the Study:  

In modern era, by improving of organizational 

performance using of outsourcing enable companies be 

stable among competitors by providing better quality 

services. Outsourcing is the way of managing and 

performing the organizational performance in better way 

and lower cost by partnership with specialized services 

providers. For improvement of its process, it can leverage on 

the capabilities and expertise. Because the service provider 

delivers, good services to customers in better way, which 

attract more customers and provide much higher efficiency 

and profitability. While providing efficient services cause 

customers satisfaction. The result in organization would 

linked with earning enormous benefit. 

1.5 Significance of the Study:  

The current research bundle of questions contains “How 

outsourcing strategy impact on the organizational 

performance?” and “How outsourcing effect on 

organizational profitability?” According the research 

questions, this study focuses on outsourcing strategy in 

organizational performance and profitability through risk 

management while implementing outsourcing process. 

 The required responses will be examined through 

literature review, whether the null hypothesis should be 

accepted or rejected. 

1.6 Scheme of the Study 

• Introduction of the study, problems statement, Aim 

of study, research objectives, and significance of the Study. 

• Literature review. 

• Research method 

• Analysis and results 

• Conclusion and Recommendation. 

II. LITERATURE REVIEW 

2.1 Review of Literature:  

Outsourcing strategy indicates that sort of outsourcing 

which aligned with the long-term goals of the company. 

Achieving competitive advantage, freeing up the resources 

for core/main activities, repositioning of the market and 

market share are some of the benefits that the company is 

expecting out of outsourcing strategy (Henderson & 

Venkatraman, 1999) 

Outsourcing strategy causes improvement in overall 

organizational performance through reducing the cost and 

risk factors, enhances flexibility for innovation for freeing 

up the key resources for building core competency as well. 

This would lead for sales improvement, better profit, 

customer’s satisfaction and better productivity of market 

share to measure the effectiveness of outsourcing strategy.  

(Femi Suraju, 2013).  

Though many companies have used from outsourcing 

strategy for enhancing their competitiveness level, but still 

many others have not, has caused many others to ask which 

driving factor affects the decision to go for outsourcing 

strategy and how such outsourcing improves the 

organizational behavior. This includes reduced internal 
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 investment cost, for respond to confusion in business 

environment and developed offering service is the best 

preparation.  (Chowdhury, 2012). 

In fact, there is no doubt that outsourcing could be vital 

and strategic. However, the more important thing is better 

recognition of the strategic value the outsourcing could 

generate to any organization if managed correctly. The real 

risk is in losing the strategic intend of outsourcing in the 

day-to-day hustle and bustle of the organization’s operations 

(BertrandQuélinFrançoisDuhamel, 2003).  

It is further argued that in order to prevent losing sight of 

strategic intend, companies must create a robust and fast 

decision making process to manage the outsourcing 

relationship in such a manner that hard-wires the strategic 

operations (ChyanYang, 2000). 

In the current dynamic environment, outsourcing has been 

one of the basic strategies, to remain competitive in the 

market, is being used by the companies. Outsourcing have 

been adopted by many organizations and institutions for 

some of their chain valued activities and responsibilities to 

third bodies. This is due to getting benefits in lower cost, 

better customer satisfaction and more importantly freeing 

the management to concentrate on the strategic issues 

function on specialized firms. (Musau, 2016). 

The other benefits of outsourcing for the companies are 

maximizing resources, improvement of services and freeing 

up internal staff to focus on more strategic issues. 

Workforce productivity, leadership development as well as 

successful planning. Focusing of core competence and 

firm’s desire could be the other reason of utilizing the 

outsourcing. When such financial economic expectations as 

the achievement of cash infusion, cost reduction lower price 

for customers and tax advantages covered outsourcing is 

thought to be successful.  (Agwu Edwin, 2015). 

There is a strong relationship among outsourcing and its 

profitability. This claim is based on the 96% of respondents 

which outsourcing significantly contributes to the 

organization profitability. The organizations make the 

outsourcing decision based on variety of reasons; the cost 

reduction is the most important one. (Gyamfi, 2015). 

The essential thing for successful outsourcing is risk 

management. The process whereby systematically 

organizing the risks attached to their activities with the aim 

of achieving sustainable benefits within portfolio of each 

activity. Within the supply chain, organizational profitability 

may reduce due to poor outsourcing. (Mwelu, 2016). 

When working within the public sector or major 

organization by the demonstrate risk management process 

and capability you can increase your competiveness and 

profitability. All businesses are part of supply chain and 

each link perform the business, customers and suppliers.   

The effective risk management avoids the need for time 

consuming, moreover it leads to stronger reputation, much 

more effective business outcomes and large-scale 

profitability. (Carcary, 2013).  

Based on assessment of the losses in organization could 

determine the risk perspectives by the board of directors. 

The possibility of assessing risk typically involve an 

organization analytical process to identify the risks. 

Effective risk management allows the organization to 

understand better its risk profile. Managing risk help to 

improve their performance within the organization and 

effectively targeting the reduction of losses. Carefully 

selection of supplier collaboration initiatives and 

development as well. (Adusei-Poku, 2005). 

In a large view, risk management would involve 

controlling risk, evaluating risk, analyzing risk, estimating 

risk and identifying risk. To understand the nature of the 

risk, as certain the impact and profitability of the potential 

risks on the supply chain. Risk Management can take place 

throughout the sourcing, stock piling, insurance and supplier 

to compare the estimate criteria, which the organization has 

already developed to have a corrective mechanism to 

improve the firm’s profitability levels. (Kampala, 2014). 

Quality assurance increases the outcome and confidence 

of risk management, allocation of resources to risk 

management, disaster recovery and business continuity 

plans, increased reputation and coordination with service 

and delivery patterns, hence customer attraction leading to 

more sales volumes and market share as a measure of 

profitability (Chapelle et. al, 2004.)  

Outsourcing initiatives—whether for finance, IT, 

compliance, operations or other areas—often fail to meet 

expectations due to inadequate risk identification and early 

mitigation in the outsourcing project’s lifecycle. Any firm 

can maximize the value of these initiatives by developing a 

risk management plan in the first phase to identify, evaluate 

and prioritize risks and mitigation strategies, and then 

implementing those strategies (Jae-Nam Lee, 2004).   

One of the most significant issues that companies are 

facing as to start outsourcing journey is what skill, tools 

process and organization is needed to manage the ongoing 

relationship. Typically, early identifying and addressing of 

these risks in the outsourcing lifecycle leads to a more 

optimal outcome and greater benefits from outsourcing. 

(Bolina, 2014). 

If the associated risks are not properly identified and 

managed, outsourcing cannot achieved the optimal benefits. 

For getting more gain compare to offset by significant 

losses, which not be only in financial terms but also in the 

areas of individual privacy and data security among others, 

should be careful considerations of various risk associated 

with outsourcing. (Agrawal, 2011). 

2.3 Research Gap 

The deference of the study not much more to any other 

study of this project; although, it can be differ in some 

issues, which make it distinguished such as:  

Literature review of this project mainly focused on 

advantages, profitability and the benefit that the company 

earnings from its organizational performance, however, 

managing risk is the essential things for reduction of losses 

and obtaining profit and returning on shareholders. While 

this study suggest on customers perception regarding 

outsourcing and challenges that may face with outsourcing.  

For many reason this study suggest for using outsourcing 

services in organization which derives companies and 

explain the factors that have direct impact on getting profit 
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 to the companies. Lastly, this project is the unique one 

because it explain the effects of outsourcing services 

through characteristics, organizational performance and 

challenges, which companies associated with. Based on the 

above arguments following hypotheses are developed. 

 

Ha1: The use of Outsourcing strategy has impact on 

organization profitability. 

Hb1: There is a significant correlation between 

outsourcing and organization profitability. 

Hb2: There is a significant correlation between 

outsourcing and organization profitability. 

III. RESEARCH METHODOLOGY 

3.1 Methodology:  

For the purpose of research on the most discussed topic 

i.e. role of outsourcing in organization, a certain set of 

questionnaire were developed keeping in mind the impact of 

outsourcing process in organizations. A form with such 

questionnaire was floated through online form to people in 

different sector, to get their views and experience on 

outsourcing impact and profitability in performance of 

organization.  

Sample size taken was 30 and the method followed was 

convenient sampling where the data was collected through 

online form, which was easily accessible.  

3.2 Research Technique:  

The quantitative research method by the help of 

structured questionnaire, which, include five point scale 

questions, has been used in this research project.  

Moreover, for adding value in this study, different 

secondary data sources have been used to attained result, 

using quantitative research method is important because of 

the attaining of the good and efficient outcome is settled 

over objectives.  

As, major part of objectives over the organization and 

associated outsourcing services, government initiative and 

challenges of outsourcing in a company, were attached with 

customers preference. So, by considering a quantitative 

research method the settle objective objectives can be 

attained efficiently and effectively. 

3.3 Limitation of the Study:  

The research of every project have some limitation area, 

and this research limited as follows: 

Time was the main limitation of the study and lack of 

resources, lack of secondary data were the other limitation 

of this research. 

Moreover, as we known that the government organization 

are mostly in the initial stage of providing outsourcing 

services. Hence, during the ongoing of classes, it was 

difficult to find time for preparing the data for analyzing the 

research and it was challengeable to gathering responses.  

IV. DATA ANALYSIS & RESULTS 

4.1 Analysis and results:  

The research conducted for this project has led to findings 

that most of the organizations now prefer using of 

outsourcing for high profitability. The data collected from 

people across online form through social pages e.i 

Facebook, Watts up etc. that has shown a correlation 

between use of outsourcing in a company and the improved 

performance of such organization.  

The rotated component matrix was used to find the 

similarity of the question after which we came across five 

main categories in which the data can be clubbed and 

identified. They are:  

 

Component 1: Importance and usage of outsourcing  

Component 2: The impact of outsourcing on organization 

profitability.  

Component 3: Improvement of organizational 

performance by using of outsourcing. 

Component 4: Effect on efficiency of corporation. 

Component 5: Quality of risk management on 

outsourcing. 

 

We can say from the above categorization that most of the 

employer and employee believe that outsourcing is 

important for better performance and profit in all 

organizations. However, research shows that the 

organization that using outsourcing is more successful and 

profitable than others, which are not using outsourcing. The 

improvement of organizational performance related to 

component of outsourcing as offshore outsourcing is more 

profitable than onshore outsourcing. 

If the associated risks are not properly identified and 

managed, outsourcing cannot achieved the optimal benefits. 

For getting more gain compare to offset by significant 

losses, which not be only in financial terms but also in the 

areas of individual privacy and data security among others, 

should be careful considerations of various risk associated 

with outsourcing 

4.2 Result and Discussion of Questionnaire 

4.2.1 Data analysis through SPSS 

 

Table- I: Reliability Statistics 

 
 

A. Cronbach’s alpha is a measure of internal 

consistency, that is, how closely related a set of items are as 

a group. The higher the value of Cronbach’s Alpha, the 

more consistent the data is.  

B. The value of Cronbach’s Alpha is 0.771 which it 

shows that the set of questions have relatively high 

consistency. 
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4.2.2 Factor Analysis 

Table- II: Communalities 

 
Extraction Method: Principal Component Analysis. 

 

The table of communalities is estimated the variance in 

each variable accounted for, by the components. The 

communality value should be greater than 0.5 to be 

considered for further analysis. The communalities in this 

table are all high (more than 0.5), which indicates that the 

extracted components represent the variables well. If any 

communality is very low, then then variables are to be 

removed from further steps of factor analysis. 

 

Table- III: KMO and Bartlett's Test 

 
 

 

The Kaiser-Meyer-Olkin Measure of Sampling Adequacy 

is a statistic, which determines if the responses given with 

the sample are adequate, or not. The value of this statistic 

lies from 0 to 1. High values generally indicate that a factor 

analysis may be useful with your data. Here, the value of 

Kaiser-Meyer-Olkin Measure is 0.544, which shows that the 

sampling is adequate. 

Bartlett's test of sphericity is the other indication of the 

strength of relationships among the given variables. It tests 

whether your variables are related or not and therefore 

unsuitable for structure detection.  Small values (less than 

0.05) of the significant level indicate that a factor analysis 

may be useful with your data. The significance value of 

Barlett’s test of Sphericity is 0.000, which also shows that 

factor analysis will be useful to the data. The significance 

value is less than 0.05, which shows the null hypothesis is 

rejected, alternate hypothesis is rejected, and alternate 

hypothesis is accepted.  

Thus, the use of outsourcing strategy has impact on 

organizational profitability and improvement of organization 

performance. In addition, there is a significant correlation 

between outsourcing strategy and organization profitability. 

Eigen value is the amount of variance that each 

component or factor explains. If the Eigen value is more 

than 1, then considerable amount of variable is explained. 

Here, the Eigenvalue table shows five different components 

under Extraction Sums of Squared Loadings, which shows 

that all the variables fall under these three components. The 

minimum value of the cumulative percentage of Initial 

Eigen values of these three components should be minimum 

60%. 

Table- IV: Total Variance Explained 

 
Extraction Method: Principal Component Analysis. 

 

Table- V: Scree plot is a graph of the eigenvalues 

against all the factors. The minimum Eigenvalue is 

1.Rotated Component Matrixa 

 
The rotated component matrix reduces the number of 

factors on the variables, which have high loadings. Factor 

loading is a simple correlation of each variable with 

particular component. The value of each variable under a 

component should be greater than 0.5 to fall under that 

specific component. 

 

Component 1: Importance and usage of outsourcing in a 

business to company.  

Component 2: The impact of outsourcing on organization 

profitability.  

Component 3: Improvement of organizational 

performance by using of outsourcing. 

Component 4: The components effecting on reliable 

efficiency of corporation. 

Component 5: Quality of risk management on 

outsourcing. 
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4.2.3 Scree Plot 

 

Component Transformation Matrix 

 
Extraction Method: Principal Component Analysis. 

Rotation Method: Varimax with Kaiser Normalization. 

 

The component Transformation Matrix is used to check 

whether the components are correlated with each other. 

However, here none of components has the value of greater 

than 0.5, which shows the components are not correlated.  

V. RECOMMENDATION 

This research as every research had some shortages and 

applies connection with the outsourcing services, which 

companies are providing in organization performance. 

Hence, with compliance with the desire, necessities and 

requirements of organizations and current market, should 

find the best solutions and recommendation for providing a 

successful and effective outsourcing services.    

1- For encouraging the organization for the utility of 

outsourcing, the companies should develop, activate and 

innovate new technologies. 

2- By providing security, variety, most convenient 

and contemporary outsourcing management companies 

differentiate themselves from competitors. Moreover, the 

companies which provide convenient and variety 

outsourcing services, can gain and earning huge profitability 

3- Taking appropriate decisions and managing 

effectively causing to assure successful outsourcing services 

in organizational performance. 

4- The most important thing that a company should 

focus on is the generating value for organizations, which 

company can earn with outsourcing.  

5-  Organization’s policies and procedures should be 

transparent and any updating or revision in the same shall be 

then cascade to the companies. 

6-  Outsourcing is the future of companies, which 

helps in improving managing the organization performance 

with acceptable returning. The contents of the journal are 

peer-reviewed and archival. The journal publishes scholarly 

articles of archival value as well as tutorial expositions and 

critical reviews of classical subjects and topics of current 

interest.  

VI. CONCLUSION 

5.1 Conclusion:  

The overall research has led us to know the influence of 

outsourcing in every organization performance. 

Organizations are approaching to profit by using 

outsourcing as it has becomes more convenient. Also from 

the research, it has been clear that providing high work 

performance within organization. Most of the organizations 

believe that outsourcing can provide high services with 

customer satisfaction. The attitude of employers while 

company has been outsourced has positive impact on 

organizational profitability and due to the revolution; it is 

increasing day by day. All those companies in all countries 

around the world, which are outsourced, is more profitable.  
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