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ABSTRACT

This paper was carried out to study personnel ontsing and corporate performance. In carrying big $tudy,
the researcher used AGIP Oil Company in Port Hatcas a case study. A total number of fifty one)(51
guestionnaires were administered to employeesaipénrsonnel department of the company. The Yaroer¥sn
formula was adopted during the determination ofghmple size. Hypotheses were also formulated estdd
using the chi-square statistical/mathematical teglen The researcher uncovered that there is #ismgm effect

of personnel outsourcing on corporate performaibe. researcher further recommended that as a @&stlle
findings, that organisations should see outsouroihgersonnel function and other areas very immorés it
contribute to the transfer of knowledge from exééwendors to internal employees, and make thenisgton

to reduce their cost of operation and make themdstaut in a competitive ground. Also, that before
organisations implement the process of outsourdimgy should first of all establish a training cemito make
sure that employees have the knowledge and anoidee process. That employers should also try ashnas
possible to ensure that they establish a goodiagakdtip between internal employees and external@raps by
hosting both formal and informal meetings to brihgm together and others.
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INTRODUCTION

To survive in a competitive global market and teamplish long term growth, organisations need teetigp
and focus on their core competencies (Kirchner,620@rganisations need careful planning and styateg
implementation to increase productivity levels andchange the beliefs, attitudes and values of eyegls
(Hirshman, Cords & Hunter, 2005). Thomas (2005) tioged that this is important as employees wilhthe in

a better position to adapt to new technologiesfande challenges.

Practice in business and economic activities isstnly changing (Kong, 2007). Most industries have
transformed completely from manual processes toptioated, automated and computerized technologies
(Minoli, 1995). Some researchers observed that faatwring industries have come up with sophistidate
products that require operators with special skHisllivan, 2006; Thapanachai, 2004). Moreovergrinfation
communication technology usage and faster infolnafliows have revolutionized our way of life ane tvay
businesses operate. The needs and demand of cassaradorcing organisations to reform and restmacto
ensure that they keep up with market demands (Ent& Court, 2001; Schultheis & Summer, 1998). As a
result of this, many organisations has resolvedutsource some of the services they need from aljme
bodies/vendors who can provide such services bettale their in-house specialist focus on their ecor
competence.

In general, outsourcing can be defined as an asgtian delegating their non-core functions to atemmal
organisation that provides a particular servicecfion or product (Hansen, 2009). Some authorsragbdethat
outsourcing is no longer confined to informatiorchieology (IT) services, but has expanded to firgnci
services, banking services, engineering servicestige services, data management services, hlitgpaad
clinical laboratories or laboratory medicine, andrfan resource management (Bielki, 2007). Outsogrttie
personnel function is one of many ways to improve@ayanisation’s efficiency (Lawler, & Mohrman, Z)0

The notion of the personnel function has changedtduhe evolution of the internal and externalamigational
environment (Brewster & Harris, 1999). The focumds longer on traditional operational and admiaiste
perspectives, but has shifted to changes in empmaymelationship and strategic personnel management
(Beardwell & Claydon, 2007). More specifically, tikentemporary approach to personnel managemeuwt is t
clarify the relationship between business stratagy personnel management. Moreover, organisations a
required to examine the way in which personnel mgangnt can be used strategically to achieve orgaormal
goals (Thompson, Stickland & Gamble, 2005).

This change in focus requires the personnel fundtiobecome more strategic (Francis & Keegan, 20d&@ny
researchers stated that outsourcing the persoatrgltyais one of many strategies used by busime@sutives to
meet the organisation’s demands and objectivefjdimg cost reduction, increasing flexibility, gaig access

to advanced technologies, and a focus on coreitesiyKhanna & New, 2005).

Personnel outsourcing is the process of transfipelaments of a company’s personnel functions tiviges to

a provider outside of the company itself (Reed, 120@Personnel outsourcing is not new. For example,
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organisations typically engage law firms for adviegarding personnel legislation. Evidence suppthis
proposition. For example, Armstrong (2006) stateat because of the complexity of Australia’s labtaws,
most organisations in Australia require the sewvicé professional legal firms. In the same veinwne
developments in technology has resulted in the gilayunction often being outsourced (Turek, Watson,
Bhansali, Baron & Lacerte, 2005). Armstrong repdtints 45 percent of executives admit to outsourgiagoll
management.

Ghassemieh, Thach and Gilinsky (2005) advocateddbtsourcing the personnel function is a costetiffe
personnel strategy. Indeed, many organisationorgig all or some personnel activities becausg ttannot
afford to employ talented part-time or full-time ployees across all areas of the organisation’s atiogis
(Greer, Youngblood &Gray, 1999).

Other personnel activities being commonly outsodiréeclude recruitment and selection, remuneration,
industrial relations (IR), and occupational healtil safety (OHS) (Armstrong, 2006).

However, regarding the debate whether or not teaute the personnel function does exist, andntres
around the benefits and costs of outsourcing perdomeeds versus creating internal programs (Ritzpa&
Dilullo, 2007). Yet, despite the evidence that ¢here both advantages and disadvantages to outspurc
personnel activities (Kosnik, J. & Hoover, 2006)e tpopularity of outsourcing personnel functions baen
increasing rapidly over the past few decades, wigimy organisations choosing to outsource somd of ieir
personnel activities.

THEORETICAL FRAMEWORK

Outsourcing can be defined as the transfer of atifum previously performed internally to an extdrpeovider
(Domberger, 1998). Many organisations realize thpartance of outsourcing and are beginning to exphis
practice to many of their business operationsatn, foutsourcing has encompassed a wide spectractioities,
logistics, information technology, human resourcanagement and accounting (Switzer, 1997). This
preponderance indicates that outsourcing is beapmicommon practice among organizations and theuged
widely in variety of business activities (Lever,919.

Outsourcing of personnel activities has been laudgdone of the strategic tools available to firmsai
competitive environment (Stewart, 1996). Its pogtyds fast gaining ground due, in great meastoe¢he need
for the personnel department to play a much maegic role in the firm (Ulrich, 1996). Today's hhan
Resources managers are expected to shed thetianatliroles associated with policies and procestuaad the
hiring, selecting, training and compensating of kferce, for more strategic roles that include impng
customer’s perception of quality, reducing ovecalbts of Human Resource administration and the giagaf
scarce resources (Marinaccio, 1994).

It is in response to this shift in paradigm thatnjma&duman Resource managers are how outsourcingrtiore
conventional functions (Cook, 1999). As opposednternal procurement where the personnel functiares
performed by the employees of the organisationtsommicing involves contracting out part or the vehof the
personnel functions to external vendors or seryioaviders (Adler, 2003). It encompasses many dfier
commercial relations stretching from outsourcingyanutine and repetitive personnel functions, sastpayroll
and benefits, to the more elaborate arrangementewhecruitment, training and even personnel stiateg
planning are given to outside providers.

PERSONNEL OUTSOURCING

Personnel outsourcing is the contracting out otspaf the whole of the functions of personnel tdeexal

providers, rather than performing all the persorfioelctions in-house (Adler, 2003). Personnel outsiog

ranges from simply transferring non-core activitesch as payroll and benefits administration toemwl

providers, to the outsourcing of recruitment, tir@gnand even personnel strategic planning. Persanaeagers
are expected to be more flexible, responsive, iefitcand to contribute to the strategic decisionttodir

organisations. In response to this paradigm stmifiny personnel managers are turning to outsouasng way
of meeting these demands.

REASONS TO OUTSOURCE

Outsourcing appears to offer an opportunity foramigations to address the following goals;

> COST EFFECTIVENESS

Although assets costs are increasing due to thedmpf the global financial crisis (Mouhammed, 2008
organisations cannot increase their production dostto the high level of competition in today’srkes. It is
necessary for organisations therefore to searchtfategies which lower asset costs. Outsourcieq tton-core
competencies whilst still maintaining customer sEry and thereby gaining a competitive advantage
(Thompson, Strickland & Gamble, 2005).
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> FOCUSON CORE COMPETENCIES

Therefore, there are variety of factors that maé&sahe trend towards HR outsourcing, includingau$ on cost
saving, and the need to concentrate on core compe(Reilly, 2006). However, the focus on persbras a
value-adding function at the strategic level isnsag a significant driver for outsourcing persorawlvities.

> STRATEGIC PERSONNEL

Organisations increasingly acknowledge the strateégiportance of the personnel function. As persbnne
management perspectives change from operationaladministrative, to strategic, personnel becomesemo
aligned with organizational goals and strategysTdiiange has increased the focus of outsourcingetsonnel
function, and it is steadily building momentum iramy organisations (Merritt, 2007). Hence, outsmgdhe
personnel function is seen as a significant pacootemporary HR strategy (Lohr, 2007).

It has been suggested that by specifically isajgtiie personnel management function, organisatiangive an
edge over competitors (Beardwell & Claydon, 200/9r instance, in a study by Gilley, Greer and Radhe
(2004) outsourcing the personnel function had apaich on organizational performance. Specificallyg t
research showed that outsourcing both training pagroll led to a higher propensity for organizatibn
innovation. Moreover, outsourcing the training wityi led to high stakeholder performance and andased
ability to add value to the stakeholder. Furthemnasutsourcing the training activity also led topnoved
supplier-customer relations, because employees weltérained by expert professionals.

BENEFITS OF OUTSOURCING PERSONNEL

According to KPMG International (2006), 78 percefitheir respondents in Asia see cost saving agttineary
reason for outsourcing the personnel function.oltld be said that cost saving is the first reasumnfiany
organisations to outsource their internal persofurgdtion. There is also evidence that shows osgdiuns can
avoid a huge investment because they can dealoogheffective personnel providers. Shelgren (2Gitees
that outsourcing the personnel function may heffaoisations forecast their personnel activitiesgetithecause
providers are paid on a monthly or yearly basis.

Another cited benefit of outsourcing the personfogiction is a more efficient service. It is arguihdt the
ability, skill and knowledge of personnel providéssbetter than that of in-house personnel sta#yfibod,
2001). Thus, the organisation will benefit from HR®oviders because personnel activities are theie c
competencies. For instance, Stainburn (2007) redattiat the expertise of personnel providers oferdift
employment and remuneration regulations is an adgarfor organisations operating in more than aunty.
Another significant benefit from outsourcing thergmnnel function is that the organisation can foonscore
business or core competencies. In research corlbgt& PMG International (2006), 68 percent of rexpents
in Asia see outsourcing of the personnel functietha opportunity to focus on their core compe&sci

PITFALLS OF OUTSOURCING PERSONNEL

KPMG International Research found that many proBle@n occur when organisations introduce outsogrcin
processes.

Hence, outsourcing personnel functions may notHeeliest pathway to cost saving, especially if éffec
personnel activities in the organisation alreadgtefMarquez, 2007). Marquez (2007) provides amgxa of

an organisation that invested their budget in gdself service benefits, and related internaivas. As a
result, personnel costs were decreased by 11 geiManquez also suggested that while personnebouting
might be the best option for many organisationss hetter if organisations try to develop theirropersonnel
activities before going for personnel outsourcirgnts. Thus, it could be said that the investmerihternal
personnel activities could bring a cost saving fieteeorganisation as well (Thomas D., 2005).

Research also reveals that there may not be am issutsourcing personnel functions are linkednichanical
processes such as payroll, but problems could avisen organisations may face serious obstacles when
outsourcing personnel activities if adequate atbenis not paid to the remaining personnel empleyee
Outsourcing can produce negative feelings in engdeythat remain in-house, and these feelings cpadnon
organizational culture. There is some evidence uggsst that in-house employees may suffer from job
insecurity, decreased productivity, decreased eyeplomorale, decreased employee loyality, increased
absenteeism and increased employee turnover. Nypttloat, if not managed well, outsourcing personcesh
result in interpersonal and group conflict betwé®m external and internal employee groups (Graug&aul,
2005).

Research conducted by Grauman and Paul (2005) dihatveutsourcing personnel activities can alsoease
the risk of losing confidential information; inclungd) reports, audit trails, and personal data.

In addition to this, organisations may experiendess of control over personnel activities if thiegroduce
outsourcing (Domberger, 1998). This is affectedthg quality of personnel provider and the orgarisat
(Grauman & Paul, 2005).
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METHODOLOGY

The researcher used the survey method of datactioliein an attempt to empirically determine théeef of
personnel outsourcing on corporate performancarbtite course of explaining, the descriptive methald be
used in order to gain full understanding. Accordingh\vwokeni (2002), the ability of understandingarticular
problem cannot be found completely in internal artkrnal record. Hence, this study was aimed abgéring
the effect of personnel outsourcing on corporatéopmance.

Ngbor (2000) contended that the population for seaech study is the aggregate or totality of thiésun the
universe of the study. It is the whole set of of§ecompanies and individual about which a statsti
investigation is carried out. Therefore, the popataof this study was fifty eight (58), and it suacross the
members and staff of the personnel department dPAW Company, Port Harcourt.

This study is interested in personnel outsourcing aorporate performance. But the study of therenti
population was not feasible due to time and finafiterefore, the research techniques used fosthdy is the
experimental approach. According to Avwokeni (200@,17), every study has a population. The entioeg of
individuals that we want information about is cdliine population. The population is defined in terofi our
desire for knowledge. A sampling procedure referthé method used to choose the sample from thelgotigm.
From findings, it was discovered that the populasze was fifty eight (58) and the appropriate gl@nsize that
corresponded with the population according to theoYYemen'’s formula, is fifty one (51).

In this study both the primary and secondary dadmewused. Secondary data was used in establishing t
chronological framework of this research work Bard (2001). Secondary data used were mainly textyook
journals, internet, magazines etc.

The research discovered that the descriptive tymtuoly was the most appropriate to meet the reqmeént of
the study. As a result of this, the research imsémt used for the collection of primary data neefdedhe study
was mainly questionnaire administration. The qoestaire was designed in a way that respondents aadily
provide adequate answers in the study.

Summary

The research work examined personnel outsourcirh comporate performance. Actually, outsourcing has
encompassed a wide spectrum of activities from r@auring operations, research and developmenstiogi
information technology, personnel management agdwating. Personnel management as one of themhésd t
popularity also, is fast gaining ground in greatasge, to the need for personnel department to glayuch
more strategic role in organisations. Outsourcilfmae firms to focus on their core competenciesrégpcating
limited resources to strengthen their core prodmct services. This study has examined the effepefonnel
outsourcing on corporate performance. Results fteenstudy shows that personnel outsourcing giviiisraan
opportunity to concentrate more on its core adédisitwhile leaving the non-core activities to be dlad by
external vendors.

CONCLUSION

Influentially, we state that the sourcing of pemseinfunctions from outside vendors enhances orgtoiss
performance. When organisations/firms outsourcegerel functions, it gives employees relief frormlsstress
and make them to concentrate more on the orgamisatcore competencies. In other words, when enggsy
task are reduced by delegating some to externakseproviders, it makes them to be less busy thihgs that
are not necessary, thereby increasing the levetheir performance which in the long-run, increake t
productivity level of the firm as well as the realiion of organisation goals.

RECOMMENDATIONS
Below are some of the recommendations given intioglato the findings discovered during the field
investigations.

» Organisations should see outsourcing of personmettions and other areas very important as it
contributes to the transfer of knowledge from enxérvendors to internal employees, and make the
organisation to reduce their cost of operation matte them stand out in a competitive ground.

> Before organisations implement the process of emtsog, they should first of all establish a traigpi
to make sure that employees have the knowledgamidkea of the process.

» Employees should also try as much as possibledorerthat they establish a good relationship betwee
internal employees and external employees by tgsiith formal and informal meetings to bring them
together.

» Employees should see outsourcing of personneliieti\as an opportunity to develop them in specific
areas which are important to the organisation.
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