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1Theriohanma, E.B.] Outsourcing can be said to be the response of organisations to the costs and

and disadvantages of the traditional work arrangement. In recent times, as
organisations seek strategies to enable them focus on their core businesses
in the bid to gain competitive advantage as well as reduce transaction costs
to the barest minimum, they use outsourced workers as flexible buffer to
absorb changes in employment trends. Contemporary employment trends
involve work flexibility (which enables workers to choose where, when and
how they want to work) and are facilitated by advancement in technology.
This paper seeks to find out the effects of outsourcing on employment trends
and vice versa. The study is a library research involving analytical discussion
of secondary data. The study observes that a major strategy used by
organisations to mitigate the negative effects resulting from new trends in
employment and application of technology includes work flexibility and
outsourcing policy of organizations. With the aid of technology, this makes it
possible for organisations to beat the employee work skill deterioration and
specific shortage through outsourcing while still saving cost and performing
optimally. It is recommended that there is need to put policiesin place to
cushion the negative effects of losses of firm-specific human -capital
provisions resulting from work flexibility and outsourcing.
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INTRODUCTION

The expansion of organisations’ activities is normally
attributable to the growth witnessed by them. This growth
in certain instances is achieved either by the organisations
focusing entirely only on their core activities or by reducing
cost of transactions both of which will invariably affect the
overall performance. To be able to avoid reduced or
epileptic performance and to ensure sustained optimal
performance without sacrificing quality, the organisations
need to come to a decision to either disengage their non-
core activities or reduce their transaction costs. Thus, this
can be achieved through the adoption of outsourcing as a
management strategy. Outsourcing is a management tool
that has gained relevance and acceptance among managers
in addressing today’s business dynamics (Jae et al., 2000).
Studies have established that outsourcing involves the

delegation of some functions in the organization to the
specialised and efficient service providers for optimisation
of service deliveries (Stroh and Treehuboff, 2003;
Nwokocha and Theriohanma, 2012). Outsourcing, therefore,
saves the organisation in terms of time, money, and affords
organisations the opportunity to contract out jobs to
specialized firms and contractors at minimal or no cost
(Nwokocha and Theriohanma, 2012). It is expected that this
will create enough room for employees to concentrate on
the core activities in which they have the competencies and
comparative advantage (Nwokocha and Iheriohanma
2012). In other words, outsourcing is basically the process
of hiring a third party to do a job for the company, in place
of an in-house employee.

Organisations consider outsourcing as an important
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process required for sustenance in the current work
environment. This, they believe, plays a prominent role in
improving performance by reducing costs, creating new
products and services and equally enhancing quality and
productivity (Jyoti, 2015; Austin-Egole and lheriohanma,
2020). It is worthy of note, however, that present day
outsourcing is no longer limited to such activities as
cleaning, catering and other menial jobs, but includes such
crucial areas like design, manufacturing, marketing,
distribution, information system, among others (Jennings,
1997; Dominguez, 2006). It has been established that
several international companies outsource parts of their
job operations to other companies. The companies include
Alibaba (one of the world’s biggest global market-places),
Kodak, Ashaka Cement Company Plc (in Nigeria), and
several Nigerian mega banking groups like the United Bank
for Africa (UBA) Plc. and Access Bank Plc. among others
(Austin-Egole and lheriohanma, 2020). It is pertinent to
point out that these organisations are large corporations,
though, smaller firms also outsource. Consequently,
organizations with managers who are knowledgeable of the
recent changes witnessed in employment trends are
strategically positioned to utilize outsourcing as a strategic
means of improving the organizations’ performance. Some
of these changes are usually attributed to technology, which
enables workers to choose where, when and how they want
to work.

A very notable contemporary employment trend is work
flexibility which includes all flexible work arrangements
such as telecommuting, weekend work, annual hours
contract, shift work, overtime, part-time work, job-sharing,
virtual offices, flexi-time, temporary/ casual work, home-
based work, fixed-term contracts, telework and
compressed work week (Srinivasan, 2019). These work
flexibility options are shaped by advancements in
technology without which the workplace would be
reminiscent of those obtainable decades ago (Austin-Egole
et al,, 2020). Sensitivity to availability/relevance of these
flexible work arrangements will likely help the organisation
to access employees who will help them build a
collaborative and productive environment where they can
not only fulfil their individual potential, but also
cooperatively combine their efforts in pursuit of mutual
goals. It is in recognition that organisations have started
realising these trends, which are very likely to continue for
many years to come, that the general objective of this
investigation is to examine if and to what extent
employment trends affect the outsourcing concept and vice
versa as well as their utilization by organisations.

Outsourcing and Employment Trends: A Conceptual
Clarification

Outsourcing
Organisations’ success is measured by both their ability to

achieve their set out goals and the level of attainment of
those goals. Every organisation has its own unique

characteristics that determine the best managerial
practices to match its circumstances in this twenty first
century era of advances in technology, interwoven with
sophistication in business processes, knowledge and
knowledge management explosion and need for constant
consistent growth (Dominguez, 2006). The managerial
practice could be in the form of outsourcing which involves
either focusing on their core competences, or seeking to
reduce operations cost, or both (Akewushola and Elegbede,
2013). Outsourcing is the process of instituting and
managing a contractual relationship with an external agent
for the provision of services that have previously been
provided in-house (Momme, 2002). Organisations now
outsource many activities that had been previously
performed in-house by contracting out a business function
(Jae et al., 2000; Dominguez, 2006; Isaksson and Lantz,
2015). Consequently, the external agent takes over the
responsibilities with regards to the management and
development of innovations in outsourced area. Yalokwu’s
(2006), however, opined that outsourcing is the process of
subcontracting operations and services to other firms that
specialize in such operations and services and can do them
cheaper or better. It is indicative of the fact that since
organisations have their areas of specialization and to be
able to perform her administrative and business services
cum operations optimally, the organisation will either opt
to focus on areas where it has comparative advantage and
competency. Thus, it will outsource those where it
performs minimally or consider outsourcing with the aim
of lowering transaction costs, both of which will help to
sustain efficilency and optimal performance. Yalokwu's
(2006) view of outsourcing is adopted as a working
definition in this paper.

Benefits of Outsourcing

Outsourcing, over the years, has been variously showcased
as a process aimed at paving the way for organisations to
be able to concentrate on their core competencies as well as
lower transaction costs (Austin-Egole and Iheriohanma,
2020). Scholars have also postulated that it is attributed to
the fact that outsourcing partners are specialized /
specialists in that particular business process and as such
more proficient services can be provided (Austin-Egole and
Iheriohanma, 2020). One notable non-financial benefit of
outsourcing is that it helps organisations to reduce the
impact of workers’ turnover. Since the contract staff are
engaged by the various contractors of the organisation, the
management does not bother about losing staff because the
contractors are in the position to make sure that there is
always availability of contract (Suleiman, 2015).
Furthermore, outsourcing aids in the reduction of such
staffing costs and expenses like training, staff insurance,
maternity leave, holidays leave, health bills, among others.

Negative Effects of Outsourcing

Outsourcing has been portrayed as a major cause of people



losing their jobs in all sectors of the economy globally.
Ogunrinola and Osabuohien (2010) opined that the extent
of global outsourcing is creating new set of jobs for one part
of the globe while certain types of jobs are lost in others. In
the same vein, it has been noted that though outsourcing is
a global phenomenon some contracting firms put some
harsh conditions in their contracts that violate the rights of
the workers and this is not internationally acceptable
(Yalokwu, 2006; Braun and Scheffel, 2007; Ezeanokwasi et
al, 2019). Smirnykh and Worgotter (2013) are of the
opinion that though the application of non-standard
contracts by organisations is known to provide more
flexibility when compared with standard terms of
employment, it also increases risks for workers. Smirnykh
and Worgotter (2013) however, argued that outsourcing,
which is also a form of non-standard contracts, increases
the instability of employment relations and the salary level.
These scholars were of the opinion that it may contribute to
income inequality as well as the risk of lowering
productivity growth because of less investment in human
capital by the employer. Furthermore, outsourcing equally
has negative effect on employment relations in the labour
market as a whole, particularly in collective bargaining and
unionism, a result of the risk that outsourcing exposes the
low skilled workers to (Braun and Scheffel, 2007).
Similarly, Mankiw and Swagel (2006) also observed that
outsourcing is the cause of people being dislocated in the
labour market, especially the low skilled who happen to be
the most affected. Consequently, outsourcing may cause job
satisfaction to decrease as a result of losing fellow
employees, since such situations may increase uncertainty
regarding the future of employees with regard to the
security of employment contracts and affective, normative
and continuance commitment (Ezeanokwasi et al, 2019;
Austin-Egole and Theriohanma, 2020).

Outsourcing Process

Though there are numerous impressive researches on the
outsourcing process, only a few of the frameworks depict
the actual stages and the layout of the overall process of
outsourcing. Perunovi¢ and Pedersen (2007) aligned the
frameworks and grouped the stages into the following
sequence: preparation, vendor(s) selection, transition,
managing relationship and reconsideration.  This is
explained diagrammatically in Figure 1.

All the stages are expected to provide answers to various
questions, thus underscoring both the complexity of the
outsourcing process and the need for it to be carefully
managed throughout its life cycle (Figure 2).

A detailed discernment of the contents of the phases is
given in Table 1.

Employment Trends
Changes witnessed in the work force have changed

employment trends in diverse ways. Contemporary
employment trends involve work flexibility (which enables
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workers to choose where, when and how they want to
work) and it is facilitated by advancement in technology.
Work flexibility is said to occur when the employer gives
some or full freedom to its employees to choose the time
(when), location (where), and manner (how) in which they
work to help align organisation goals with the individual
goals. It basically involves the options that allow an
employee to work outside the traditional confines of a
standard organization of work with respect to such
different modalities as amount, distribution of working
time and place of work (Kattenbach et al., 2010; Shockley
and Allen, 2007; Spreitzer et al., 2017; Austin-Egole, 2019).
Austin-Egole et al. (2020), opined that work flexibility is in
direct contrast with traditional work arrangements that
require employees to work at a standard time and place
daily. Technology shapes this employment trends which
include all flexible work arrangements such as
telecommuting, weekend work, annual hours contract, shift
work, overtime, part-time work, job-sharing, virtual offices,
flexi-time, temporary/ casual work, fixed-term contracts,
telework and compressed work week;all of which make the
workplace differ from that of decades ago. A brief definition
of some of these trends in Flexible Work Arrangements
(FWA) as cited by Klindzic and Mari¢ (2019) are found in
Austin-Egole et al. (2020). However, some of them are
discussed here.

a). Weekend work- This type of arrangement offers
employees the opportunity to extend their work hours to
the weekend to enable them take time off during the rest of
the week (Stavrou, 2005).

b). Shift work- This allows for continuous production as
workers are opportuned with different time periods (shifts)
to work during one day (Kerin and Aguirre, 2005).

c). Overtime- This involves additional working hours that
are above standard workweek hours (ILO, 2011).

d). Annual hours contract - This is an agreement between
employer and employee specifying the number of hours the
employee will be required to work annually (Stavrou,
2005).

e). Temporary/casual work - This relates to an
employment agreement for a limited short period of time
(Thomas -Wandera, 2011)

f). Fixed-term contracts - These are short or long-term
employment contracts with a specific duration of time (De
Cuyper etal., 2011).

g). Part-time work -In this situation, employees opt to
work fewer hours weekly than the standard or normal
workweek (Zeytinoglu et al., 2009).

h). Job-sharing - Basically, this involves splitting work
between two mutually agreeable employees in such a way
that their joint weekly work hours are equivalent to the
standard week working hours of one employee (Kotey and
Sharma, 2016).

i). Flexi-time - This is a type of Flexible Work
Arrangement (FWA) that gives the full-time workers the
opportunity to choose when to start and finish work (ILO,
2011).

j)- Telework - This is where employees work from
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Figure 2: Framework for the process of outsourcing

Source: Adapted from Perunovic et al. (2006)

remote locations using technology devices and internet
available to facilitate work (Mamaghani, 2012).

k). Compressed work week - This involves a working
week consisting of less than the standard or normal five
days; for instance, a condensed work week could equate to

four 10-hour days and Fridays off while still achieving same
or better performance and productivity.

1). Telecommuting - This refers to a job that is performed
remotely via technology devices only part of the time. It can
be a full-time position allowing an employee to come into
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Table 1. Key Activities within the Different Stages of the Outsourcing Process

Phase Key activities Some key issues
Preparation Strategy Underlying philosophy
Sourcing options Why and what to outsource
Approach Big Bang
Incremental
Piecemeal
Many suppliers

Screening of potential vendors
Preferred relationship
Preferred length of the contract
Drafting the SLA

Preferred suppliers
Prime contractor with subcontractors
Sole supplier (one stop shop)

Contractual or collaborative

Vendor(s) selection

Announcing outsourcing

Choosing the vendor
Negotiating
Finalizing the contract

RFP
Evaluation

Creating a win-win situation
Type, flexibility and content of the contract

Defining communication and exchange of
knowledge and information
Transferring assets, people, information,
knowledge, hardware, software

Change management

Reengineering
Adopting organizational structure and processes

Human resource management

Job loss, transfer

Managing relationship Type of relationship Reciprocal
Client dominant
Vendor dominant
Preferred vendor
Maintaining relationship Contracts
Trust
Hostages
Handling meetings and communicating
Performance monitoring and evaluation
Applying incentives and penalties
Solving problems
Re-negotiating and managing variations
Managing success factors Economic factors
Character f exchange
Co-operation between buyer and supplier
Distance between buyer and supplier
Reconsideration Reconsidering Continue
Change vendor
Backsource

Switching coasts.

Source: Adapted from Perunovi¢ and Pedersen (2007)

the office semi-regularly, two or three days per week (in a
five-day work week) (Marzullo, 2018).

m). A virtual office - This is related to a service that
facilitates employees and business owners working
remotely by providing a range of business functions
accessible through the internet. This process enables
organisations to create and maintain a presence in a
desirable location without actually paying rent for an actual
space (Spacelance, 2012). The present work situation in
almost all countries in the world as created by the Corona
virus (Covid-19) pandemic where most office activities,
operations, departmental and board meetings are carried

out throughvirtual devices such as Zoom and Cloud is an
example.

Empirical Review

In a study, Falk and Wolfmayr (2008) analysed the
outsourcing impact on employment in manufacturing and
non-manufacturing industries in five member countries in
the EU15 (Austria, Finland, Germany, Italy, Netherlands)
and found out that outsourcing international services from
both low/high wage countries, had insignificant impact on
employment in the manufacturing sector. Mankiw and
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Swagel (2006) examined the differing ways in which
economists and non-economists talk about offshore
outsourcing, and concluded that outsourcing is unlikely to
have accounted for a meaningful part of the job losses in the
recent downturn nor contributed sufficiently to the slow
labour market recovery. In a study, Dey et al. (2006)
investigated the contribution of outsourcing of employment
services on manufacturing labour productivity estimates
and found that outsourcing of employment services
increased and depressed the growth rate of manufacturing
labour productivity at difference times. Geishecker (2005),
also, examined the impact of international outsourcing on
individual employment security and found out that both
low- and high-skilled workers lose from international
outsourcing as a result of lower job security.

According to the study of Braun and Scheffel (2007), the
empirical findings on outsourcing effects on the collective
agreements and negotiations on wage rates observed that
outsourcing denies those bargaining powers. Further
empirical reviews focusing mostly on either wages or
aggregate employment on international outsourcing
reported rather mixed findings. Groot and Mohlmann
(2013) also stated that, while a negative impact on wages
and employment was found by Feenstra and Hanson
(2001) and Scheve and Slaughter (2004), other studies
found no significant effects of international outsourcing on
wages or employment (Mankiw and Swagel, 2006;
Criscuolo and Garicano, 2010).

Theories of Outsourcing

The complex nature of the outsourcing process consisting
of numerous activities and sub-activities has resulted in it
being approached by different theories all aimed at
assisting the academia and practitioners in understanding
the nature of those activities to be able to successfully
manage the process. Two of the theories are discussed
below.

Transaction Cost Theory

The transaction cost approach to the theory of the firm was
created by Coasehe (1937). This theory is based on the
assumption that business is outsourced with the aim of
lowering transaction costs. Basically, the approach tries to
establish the environmental factors that work in sync with
a set of related human factors in order to reduce the costs
associated with organizational transactions. According to
Agburu et al. (2017), this theory asserts that an
organization may outsource even when it has the capability
to carry out the activity itself only if the sum costs of
executing the activity by an outside agent including all
contract processing costs are lower than the cost of
carrying out the activity in house.

Groot and Mohlmann (2013) opined that the decision to
either produce a product within the firm, or to purchase it
in the market, is basically a trade-off between the intra-firm
and inter-firm transaction costs. Transaction costs, in this

context, could be defined as all costs that are inconnection
with the commencement, execution, and compliance of a
transaction (den Butter, 2012). Whereas intra-firm
transaction costs include principal-agent costs, or the costs
of searching for suppliers, inter-firm transaction costs are
such costs as search costs, contract costs, and enforcing
costs (den Butter, 2012).

The Core Competency Theory

The theory of core competency was propounded by
Prahalad and Hamel (1990). This theory stipulates that
outsourcing of non-core areas is the best practice in
utilizing resources (Prahalad and Hamel, 1990; Dominguez,
2006; Jae et al,, 2000). It is defined by Prahalad and Hamel
(1990) as the collective learning, especially on how to
coordinate diverse production skills and integrate multiple
stream technologies in the organization. Core competency
theory advocates that, the core activities of an organization
should remain in house. As a theory of strategy, it
prescribes that actions be taken by organizations to attain
competitive advantage in the marketplace. Fundamentally,
the concept of core competency avers that organizations
must play to their strengths or those areas or functions in
which they have competences. It is important for
organizations to focus on their competences and draw their
strengths from this when they want to get ahead of their
competition. In summary the theory advocates for
organisations concentrating on their core activities while
outsourcing the non-core ones with a strategic focus on
retaining the employees’ commitment.

METHODOLOGY

The methodology adopted in this conceptual investigation
is library research involving analytical discussion of
secondary data. This approach is adopted since the study’s
focus is on employment trends in general and work
flexibility and multi-generational workforce arrangements
in particular as they affect outsourcing with the enablement
of the world-wide introduction of digital technology and the
attendant devices. The methodology is devoid of the
relevant field work investigation characteristic of social and
management sciences studies (Madu, 2019; Uzobo and
Akhuetie, 2018).

Outsourcing and Employment Trends: An Appraisal

Contemporary society places very great emphasis on
employment. The possession of an employment in the
economy provides an income which determines, to a large
extent, the employee’s capacity to pursue a particular
lifestyle. Employment represents a very valuable element
of modern life, with many economic, social, and
psychological benefits attached to it; preparing, placing and
keeping people in jobs; whilst simultaneously providing
opportunities for their advancement. There have been



tremendous changes in employment trends in very many
unpredictable ways. Outsourcing arose from dynamic
changes in technology and environment as a response to
the costs and disadvantages of the traditional permanent
work arrangement. Work can be said to be characterised by
skill deterioration and specific skills shortage. Thus, a firm’s
ability to find and acquire the necessary skills is paramount.
Technology has shaped work flexibility which is an
employment trend. This enables organisations have easy
access to employees. Mayhew (2020) avers that video
conferencing has replaced live, face-to-face meetings
enabling work groups to assemble in virtual fashion instead
of in a war room to exchange ideas or prepare. This makes
it very easy for organizations to access other organizations
to whom they have or want to engage in outsourcing
contract agreements swiftly and with relative ease.

Employees crave for a better balance between work and
personal life. Whilst work flexibility allows them to do so,
outsourcing provides them with a way to increase flexibility
(Slaughter and Ang, 1996). Telecommuting allows
employeesto work from home, at least using part of their
time, while emails and instant messaging enable employees
to stay in touch with their co-workers in case of any work-
related emergency. Outsourcing jobs to employees with
this flexible arrangement allows organizations to save costs
on locations. This affirms Agburu et al. (2017) and Groot
and Mohlmann (2013) positions on transaction costs in
favour of outsourcing as a strategy in the new work trends,
and the application of the transaction cost theory as a
theoretical framework in this study. According to
Srinivasan (2019), Dell is able to save an average of $12
million per year with its flexible work programme.

A firm’s ability to find and acquire the necessary skills is
paramount for survival. Due to the increasingly rapid
evolution globally in almost all spheres of life, especially in
technology, work is characterised by skill deterioration and
specific skills shortage. Under these circumstances, relying
on retraining a permanent work force may be cost
prohibitive. This is because by the time a firm invests in and
trains its staff on certain technology, that technology may
be relatively obsolete. This is where outsourcing comes to
pay. They can use outsourced workers as a flexible buffer
that can easily expand and contract to absorb fluctuations
in demand. It would not only save them cost (transaction
cost theory) but will equally allow them to concentrate on
their core businesses thereby maintaining competitive and
comparative advantages (core competency theory).
However, an argument may emanate regarding the positive
and negative impacts of the transaction costs and core
competency may have on human capital development and
the organizations’ human relations management. A
mitigating effect here lies heavily on the organizations’
policies on performance and productivity strategies.This
view is in line with the results of separate studies by
Prahalad and Hamel (1990) and Dominguez (2006) on
collective learning, coordination of diverse production
skills and integration of multiple stream technologies in the
organisation. It also underscores the application of the core
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competency theory here which advocates for organisations
to concentrate on their core activities in line with their
competencies and strengths for competitive advantages
with a strategic focus on efficient utilization of resources
and retention of employees’ commitment and performance
(Prahalad and Hamel, 1990; Dominguez, 2006; Jae et al,,
2000).

Conclusion

Indeed, whether organizations are ready or not, the nature
of employment trends means that they would be impacted,
directly or indirectly. The traditional long-term
employment arrangement is gradually being replaced by
relatively shorter-term, market mediated arrangements
and this is made possible by work flexibility with the help
of technological advancement / internet, globalization,
market integration and interconnectivity. Outsourcing is
reflected in the increasing employment trend whereby
organizations alter the work relationship with their
employees by reducing the duration of employment and
their degree of administrative control over workers. Work
flexibility, with the aid of technology, makes it possible for
organizations to beat the employee work skill deterioration
and specific shortage through outsourcing while still saving
cost and performing optimally. It is factual that in some
quarters, the prevailing argument is that the new work and
employment trends, including knowledge economy,
generate  de-skilling, redundancy, and eventual
unemployment, what is primary is the acquisition of critical
labour skills in line with the dictates of the employment
trends instead of saturating the labour market with
obsolete skills. This puts the human resource developers on
their toes in the strategic choice of policy options for
human capital and capacity development.

Recommendations

. There is need for policy response to be provided to
assist employees to adjust to negative effects of
outsourcing. A substantial proportion of the negative effects
of outsourcing on employees’ well-being originated from
the expected losses of firm-specific human capital
provisions and delayed or totally eliminated compensation
plans.

) In practical and theoretical terms, it is advocated
that organisations, especially in developing economies,
should encourage strategic knowledge management and
management policies to leverage the advantages of
outsourcing. This will fortify their crave for competency
and comparative advantages in the global market that is
driven by new technologies, knowledge management,
market strategies among others as occasioned by the new
work trends such as work life balance, and flexible work
arrangements. Theoretically, the deskilling, deterioration of
skills, redundancy and consequent unemployment,
particularly among the low skilled would be mitigated
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through appropriate and strategic choice of policy options
on human resources development.

° Government, organizations, research institutes,
tertiary institutions, etc. bestowed with the responsibility
of nurturing skills should device strategic policy options for
human capital development critical for adjustment to the
structural changes, economic dynamics and realities of
employment demands and trends.
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