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Abstract 

Mystery shopping provides important information for businesses and leads organizations to 

efficient performance. Outsourcing process is mainly used to increase the effectiveness of the 

organization through low cost, and organizations gain competitive edge over their rivals by 

simply shifting some of the human resources non-core functions to outside suppliers which is 

core of outsourcing strategies. The aim of this study is to determine the impact of outsourcing 

strategies on organizational effectiveness in banks. Survey design was adopted, and the 

statistical tool employed comprises frequency, correlation as well as regression analysis. The 

findings show that there is a significant positive relationship between the variables of 

outsourcing strategies and organizational effectiveness. Recruitment outsourcing strategy, 

training & development strategy and mystery shopping strategy are positively related to 

organizational effectiveness. The study, therefore, concludes that mystery shopping provides 

important information for businesses and increases organizational effectiveness, and the 

correlation matrix implies that the independent variables are very crucial determinants of 

organization effectiveness. Hence information provided by the mystery shoppers is used for 

improving the services and products to get more customers. The study thus recommends that 

banks should outsource their training & development activities, since its potential effect is cost 

reduction, as outsourced training provides a means of reducing the fixed costs associated with 

maintaining a training staff. 

 

Keywords: Recruitment Outsourcing Strategy, Training & Development Outsourcing Strategy, 
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Background to the Study 

To survive in this era of stiff competition, banks need to adopt the strategy of outsourcing in 

order to focus and develop their core competencies. The needs and demands of customers and 

other stakeholders in the industry are forcing these firms to reform and restructure the mode 

and method of operation to ensure that they keep up with market demands. Outsourcing as a 

human resource (HR) function is one of many ways to improve an organization’s efficiency. 

With the increasing stiff competition in the financial industry which sprung up as a result of 
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similar services being provided by these institutions, HR outsourcing activities tend to be an 

important business approach and a workable strategy through which competitive advantage 

will be attained as products and services are offered more efficiently by outside suppliers 

(Yang, et al, 2007; McIvor, 2008). 

Today’s HR managers are expected to shed some of their conventional roles associated 

with policies and procedures and the hiring, selecting, training and compensating of workforce, 

for more strategic roles that include customers’ perception of quality, reducing overall costs of 

HR administration and management of scarce resources. It is in response to this shift in 

paradigm that many Human Resource Managers are now outsourcing some of their functions 

(Cook, 1999). 

The Banking Industry in Nigeria has witnessed a remarkable growth in terms of deposit 

base, number of branches, total asset and volume of loans and advances, especially since the 

deregulation of the sector in the recent past years. However, given the nature of demand in the 

market, they are required to do more, particularly in providing services as needed by their 

customers and other stakeholders in the industry. Therefore, the ability to respond to this 

urgent need in the market by these organizations ultimately depends on the effectiveness of 

the strategies they wish to put in place to enable them achieve their aim. Consequently, 

financial service businesses all over the world are increasingly engaging third parties to 

perform those activities that would have been performed within the organization. 

Among the reasons for engaging in the HR outsourcing is the desire to get access to 

expert services as well as to capitalize on the excellent quality that external vendors provide in 

performing the HR functions. Also the decision to outsource payroll along other HR functions is 

reinforced by the fact that vendors are often in a better position to provide improved 

profitability, efficiency and service delivery at relatively lower cost than can be achieved by in-

house operations thereby increasing the competitive advantage of firms. There is, therefore, a 

desire to minimize the amount of management time and effort which is spent on managerial 

activities. 

 

Statement of the Problem 

Organizations are faced with fierce and intense competition due to the activities of rivals; their 

substitute quality work force can be outsourced. As a result of these pressures, outsourced 

employee interviews are embarked upon by firms to boost its competitive advantage. 

However, the inability of most of these recruitment agencies of organizations to be objective 

during the interview sessions affects organizations’ competitive advantages. When the wrong 

applicant is recruited in the organization, it poses a problem. 

The inability of firms to engage vendors to optimize and utilize the company’s 

resources, reduce overhead cost and to exceed average profit margin poses the problem of the 

study. The general objective of this research is to determine the impact of outsourcing 

strategies on organizational effectiveness.  

 

Objectives of the Study 

1. Determine the impact of recruitment outsourcing strategy on organizational 

effectiveness. 
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2. Ascertain the effect of outsourced training and development strategy on organizational 

effectiveness. 

3. Identify the impact of mystery shopping outsourcing strategy on organizational 

effectiveness. 

 

Research Questions 

1. What is the impact of recruitment outsourcing strategy on organizational effectiveness? 

2. Does outsourced training and development strategy have any effect on organizational 

effectiveness? 

3. What impact does outsourced mystery shopping strategy have on organizational 

effectiveness? 

 

Review of Literature 

 

Concept of Human Resource Outsourcing 

The strategic importance of human resource function is increasingly understood and 

acknowledged by contemporary organizations (Wilson, 1998). HR perspective has changed 

from operational administrative programs to strategic processes. This change has increased 

the focus of outsourcing the HR function, and it is steadily building momentum in many 

organizations (Merrit 2007; Raman, Budhwar, & Balasubramanina, 2007). Hence, outsourcing 

the HR function is seen as a significant part of contemporary HR strategy (Lohr, 2007). 

It has been indicated that organizations gain competitive edge over their rivals by 

simply shifting some of the HR non-core functions to outside suppliers (Beardwell & Claydon, 

2007). A positive impact is also reckoned on organizational effectiveness by organizations who 

undertake the strategy of outsourcing some of their HR functions (Gilley, Greer & Rasheed, 

2004).  

Human Resource Outsourcing is perceived as a cost saving strategy by consultants and 

providers. It is believed that firms which specialise in HR services offer lower costs than client 

firms can perform internally because of economies of scale, greater efficiency and higher levels 

of expertise (Market Analysis). Outsourcing makes economic sense and allows organizations to 

focus their time and resources on their core activities or functions. Although some elements of 

the HR functions may have always been performed by external service providers, Functions 

being outsourced are considered non-core to the organization’s main activity. This allows the 

organization’s staff to focus on the main business of the outsourcing organization.  

 

Human Resource Outsourcing (HRO) 

Financial service industries, specifically banks, are going through a lot of transformational 

processes. HR managers are, therefore, expected to be more flexible and dynamic than 

conservative or rigid (as to holding tight the practice of old) towards these changes. In order to 

meet up with this paradigm shift in market operations, many organizations are therefore 

steering towards outsourcing as a method of response to these demands (Cook, 1999; Lepak & 

Snell, 1998). Outsourcing has become an important business strategy and competitive 

advantage gained as firms render some of their non-core HR functions to outside specialist 

providers of those services (Yang, et.al 2007; McIvor, 2008). In this era of stiff competition, it 
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has become needful that banks employ the services of these providers in order to become 

much more efficient and strategically productive.  

HRO, in its conceptual definition, is the process of sub-contracting human resources 

functions to an external supplier, and is basically the allotment of specific or several business 

operations and activities to a more specialised third party service provider in order for 

business owners to stay on route to their more important goal of growing their business. In 

general, organizations think about using outsourcing for a number of reasons: firstly, 

concentration on core competence is made possible through its application thus developing 

those areas of expertise within the enterprise; secondly, it allows them to obtain competitive 

advantage and long term profitability from expert service providers who may have specialised 

skill in the concerned area; thirdly, there is an increased flexibility and efficiency to cater for 

the fluctuating labour requirements with the help of sub-contractors. Firms can save the direct 

costs by the timely provision of human resource (e.g. reducing headcount and overtime 

working) and indirect costs (e.g. cutting administration and back-up costs, saving recruitment, 

training and absenteeism costs, as well as industrial relations problems).  

 

Recruitment Outsourcing (RO) 

Recruitment outsourcing (a form of business process outsourcing) is a rapidly evolving model 

for the delivery of most human resource activities It refers to the situation where operational 

responsibility for recruiting functions of a client organization (including recruitment 

administration) is entrusted on a recruiting service provider, from job profiling through the 

on-boarding of the new hire (including staff, technology, method and reporting). It improves 

organization’s time to hire, increases the quality of the candidates’ pool, provides verifiable 

metrics, reduces cost, etc. It reduces overhead cost; improves the organizations’ competitive 

advantage in both the normal labour market and de-regulated labour market situation. During 

economic meltdown or higher unemployment situation, recruitment outsourcing assists 

organizations to screen through a larger pool of candidates, (Okorie, 2010). Over time, 

companies began to examine how they may reduce the growing expenses of recruitment fees 

while still hiring hard-to-find technical specialists, and began to examine the steps in the 

recruitment process with an eye toward outsourcing only those portions that they had the 

greatest difficulty and from which flowed streams of value. Organizations need to continuously 

search for qualified candidates when they either plan to enter new business ventures or 

expand on existing ones. 

Properly managed RO will improve a company’s time to hire, increase the quality of the 

candidate pool, provide verifiable metrics, reduce costs and improve governmental 

compliances.  

 

Fundamental Functions of Recruitment Process 

Ground level recruitment can be divided into the following three fundamental functions:  

i. Defining recruitment 

ii. Attracting candidates 

iii. Selecting candidates; Recruitment functions (Armstrong, 2003) 

The first function has to do with the strategic-level planning of the recruitment process. 

Breaug and Starke (2000) have created a detailed model of this process. Essentially, the 
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starting point is: (1) Recruitment Objectives, where issues such as cost of recruitment and 

pools of applicants are evaluated. This is followed by (2) Strategy Development and (3) 

Recruitment Activities, which ultimately deal with the timeliness of the overall process as well 

as with the distinct steps within it. (4) Intervening/Process Variables has to do with candidate 

qualities and the process achieved. (5) Recruitment results and evaluation of the process. 

Continuing on Armstrong’s (2003) model, the second function usually deals with 

marketing or advertising activities. However, Williamson et al. (2010) have identified one 

critical point in the process as firm reputation, especially when utilizing recruitment web sites 

as an advertising channel, thus issues such as employer branding and categorization are crucial 

when recruiting in web contexts. These include attributes such as corporate social 

responsibility, customer orientation, climate, supportive environment, work family, 

advancement, challenges, compensation and location. Out of these, the first two are firm-

specific functions, but the third can be viewed as a dialogue between the recruiter and 

candidates. Yakubovich and Lup (2006) define this as viewing the recruitment process as 

consisting of objective selection, subjective selection and self-selection. Furthermore, the 

authors point out that even in a case where relatively advanced virtual recruitment systems 

are used, there is still an evident bottleneck at the selection stage. This is where HR personnel 

are required to use their time and effort for the sake of the success of the recruitment and the 

scarcity of this resource becomes evident.   

 

Why Outsource Training and Development Activities? 

Outsourcing training and development functions of HR enables organizations to take 

advantage of a whole lot of benefits as well as being a preferred option/model for companies 

that want to focus on their core competence, reduce operational risks and improve efficiency in 

those activities being performed. Below are top ten reasons banks choose to outsource their 

training and development activities (Armstrong, 2003): 

1. Reduced cost: The number one reason for outsourcing this function is to minimize cost 

incurred. This is the bottom-line and the common denominator across companies, as it 

is said, how you manage training is how you manage cost. 

2. Access to talent/skills: No organization has all the knowledge it needs to succeed within 

it, therefore it has become expedient to hire experts in this area to provide the 

necessary skills in order to function effectively. 

3. Speed to market: Bringing in a product into the market or marketing a product in an 

entirely new market demands well-trained and equipped sales force, and this is also 

made possible through outsourcing. 

4. Source of revenue: Intellectual capital is built and developed; greater value is perceived 

in the staff and becomes highly prized in the market for their uniqueness hence 

generating revenue in turn for the firm. 

5. Mitigates risk: Certain forms of risk encountered as a result of operating with ill-trained 

staff are prevented through the services of expert providers. 

6. Focus on firm’s core competence: Often times, the training and development program 

takes time and even becomes complicated in application thus depriving the 

organization the attention it requires for her core functions, but through this strategy 

(outsourcing), some level of focus is regained. 
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7. Strengthens the competitive position of the organization in the market/industry. 

8. Flexibility in undertaking HR functions, having acquired the techniques in performing 

each task better. 

9. Reduced cost of investment in company’s asset. 

10. Increased level of profitability in the long run. 

 

Mystery Shopping 

As the market place becomes more competitive and product and service delivery attains 

homogeneity, it is pertinent that differentiation through service-excellence be pursued by 

these organizations; hence, a customer focus has become more and more important in today’s 

competitive market environment. Customer-satisfaction is frequently measured and also 

stimulated by the most recent version of the quality systems requirements, according to 

international standard organization (ISO) 9000 series, quality systems standard (ISO, 2000). 

That is why banks engage mystery shoppers to examine ‘service-delivery and customer-

satisfaction margin’ knowing that focus on the part of customers has changed from ‘what do 

you sell?’ to ‘how do you sell it?’ In order to succeed in this phase of stiff competition, 

organizations are required to steer towards more value-added activities aimed at service 

quality and differentiation (Gans, 2000), and this is exactly what this strategy (mystery 

shopping) is out to achieve when implemented.      

 

Resource Based View (RBV) 

Resource-based view provides a theoretical foundation to explain that effectiveness and firm 

performance is a result of the capability and resource component of an organization 

(Armstrong, 2003). In this study, strategic outsourcing capability is assumed as a firm’s 

capability that affects its performance and when it collaborates with partners (i.e. outsourcing), 

the organization is provided with the required knowledge for its operations by working with 

partners. Consequently, the firm tends to achieve its success by using partners’ capabilities and 

effectiveness of operation. Furthermore, this theory (RBV), as originated by Penrose, has been 

employed for outsourcing decisions, shifting the attention from transaction costs and 

opportunism to competitive advantage. However, the central tenet in RBV is that unique 

organisational resources are the real source of competitive advantage. RBV notes that small 

scale organisations tend to be vulnerable in the sense of lacking the necessary competencies 

for survival. Furthermore, the RBV has become a useful framework to outsourcing of HR 

functions when they are faced with competitive pressures. Hence, using this approach, firms 

can develop sustained competitive advantage only by creating value (i.e., a competence that is 

distinctive) in a way that is rare and difficult for competitors to imitate (Barney, 1995).  

The HR department must therefore develop strategies that will finally yield competitive 

advantage by exploiting their internal strengths, tapping from the opportunities offered by the 

environment, neutralizing external threats and developing on the perceived weaknesses within 

the organization (Lado & Wilson, 1994; Pfeffer, 1994; Wright & McMahan, 1992).  

Other advocates of the Resource based view (RBV) such as Ulrich, (1996) also believe 

that outsourcing can be essential for the development of a firm’s core competence. 

Conclusively, RBV has significantly affected outsourcing decisions, and its major objectives 

have always been to help managers understand why competence is perceived as a firm’s most 
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valuable assets and to understand how these assets may affect outsourcing decision, because a 

firm that is not competent in its functions will have greater reliance on outsourcing, but one 

who is competent in performing its activities will not be prone to outsourcing. 

 

Improved Service Quality and Cost Reduction 

Improved Efficiencies and Reduced Costs are other significant organizational outcomes 

achieved as a result of outsourcing and with the provider’s extensive experience, the firm gets 

access to best-practices, streamlined processes that significantly reduce transaction times and 

increase the speed and ability to deliver cost-effective services. Additionally outsourcing 

enables firms to reduce future costs by selecting the right vendor through the process of 

competitive bidding (Domberger, 1998). HR outsourcing also provides firms with greater 

flexibility and increases productivity by using third party service providers to cover fluctuating 

demands for labour (Cooke, 2001) and as a result, they produce high service and customer 

satisfaction. 

 

Methods 

A survey research method was employed using a self-administered questionnaire prepared for 

this study on five point Likert scale. The required data was collected by drop and collect 

method, which was developed for this purpose. The questionnaire consists of five sections: 

Section 1 deals with the Demographic characteristics of the respondents. Section 2 examines 

Recruitment Outsourcing strategy and how it relates with organizational effectiveness and 

Section 3 is related to Training and Development strategy of the Banks and organizational 

effectiveness. Section 4 deals with outsourced mystery shopping strategy and organizational 

effectiveness. While the last, Section 5 deals with organizational effectiveness.  

  Content validity was maintained by distributing the Questionnaires among different 

experts in the field of management. Refer to Olannye (2006). The sampling frame for the study 

was created from the 13 selected new generation banks in Asaba metropolis. The population of 

the management staff of the 13 selected banks is 1120 employees of which 294 were sampled. 

For data analysis purpose SPSS 21 version was used. 

 

Statement of the Hypotheses 

H01:  There is no significant positive relationship between recruitment outsourcing strategy 

and organizational effectiveness. 

H02:  There is no significant positive relationship between outsourced training strategy and 

organizational effectiveness. 

H03:  Mystery shopping outsourcing strategy has no significant positive relationship with 

organizational effectiveness. 

  

 Results and Discussion 

After the questionnaires were collected, analyses were performed with the application of 

Statistical Packages for the Social Sciences 21th Edition (SPSS 21). A total of 210 valid 

questionnaires were completed and used for the analysis. 132 (63%) of the respondents were 

male, indicating that there are more of male employees in the selected banks. While 78 (37%) 

of the respondents were female. 91 (43.3%) of the respondents are married, while 119 
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(56.7%) were single. The greater part of the respondents had HND/B.Sc. – 79 (37.6 %). This is 

directly followed by staff with diploma – 78 (37.1%) of the respondents. 30 (14.3%) of the 

respondents are OND/NCE holders while 23 (11%) of the respondents are MBA holders. 

 

Table 4.1: Correlation between studied variables 

       1        2        3        4 

Recruitment 

Outsourcing 

Strategy 

Pearson 

correlation 

            1    

Sig. (2-tailed)     

N 210    

Outsourced 

Training Strategy 

Pearson 

correlation 

.687**                  1   

Sig. (2-tailed) .000    

N 210 210   

Mystery 

Shopping 

Outsourcing 

Strategy 

Pearson 

correlation 

.772** .886**                   1                  

Sig. (2-tailed) .000 .000   

N 210 210 210  

Organizational 

Effectiveness 

Pearson 

correlation 

.795** .684** .601**                1           

Sig. (2-tailed) .000 .000 .000  

N 210 210 210 210 
**Correlation is significant at the 0.01 level (2-tailed). 

Source: SPSS version 17 

 

The result in Table 4.1 reveals that the tested variables showed an overwhelming 

positive correlation ranging from (.601-.886), implying that: there is a significant positive 

association between the variables of Human Resources Outsourcing Strategy and 

Organizational Effectiveness 

 

            Test of Hypotheses 

Gujarati & Porter (2009) opined that the level of significant (p-value) of 0.05 and above is a 

condition for accepting the null hypothesis (Ho). But if otherwise, p-value less than 0.05 is the 

condition for rejecting the null hypothesis (Ho). 
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Table 4.2: Results of Multiple Regressions of dimensions of Outsourcing Strategies and 

Organizational Effectiveness coefficientsa    

Model 

Unstandardized Coefficients 

Standardized 
Coeffi
cients 

T 
Sig. 

 B Std. Error Beta 

1  
 
(Constant)  
 
 
 

Recruitment 
outsour
cing 
Strategy 

Outsourced 

training 

Strategy  

Mystery 

shoppin

g 

outsour

cing 

Strategy 

 

67.762 
 
 

.261 
 
 
 

.242 
 
 
 

.319 
 
 

 
 
 
 

 

1.825 

 

 

 

.020 

 

 .040 

 

.039 

 

 

 

 
 

.219 

 

.192 

 

.152 

 

 

 

   .519 

 

 

 

 
 
 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

   2.31 

 
 

    .691 

 

    .001 

 

    .010 

 

   .026 

 

 

 
    

 

a. Dependent Variable: Organizational Effectiveness 

Model Summary 
 
Model 

 
 
 
R 

 
 
R 

S
q
u
a
r
e 

 
Adjusted 
R 
Square 

 
Std. Error  
of  
the Estimate 

                Change Statistics 
R                                  
Square      F                                Sig F 
Change   Change    df1  df2   Change 

 
 
Durbin 
Watson 

 .912a .851 .821 1.451 .711           78.149    4   195       .000 2.011 

 

a.  Predictors: (Constant), Recruitment outsourcing Strategy, Outsourced training 

Strategy, Mystery shopping outsourcing Strategy, Payroll outsourcing Strategy 

b.  Dependent Variable: Organizational Effectiveness 

 

ANOVAa 

Model  Sum of Square Df Mean Square F Sig. 

Regression 

Residual 

Total 

868.986 

362.209 

1231.195 

4 

215 

199 

 

183.828 

 

81.463 

.000a 

a.  Predictors: (Constant), Recruitment outsourcing Strategy, Outsourced training 

Strategy, Mystery shopping outsourcing Strategy, Payroll outsourcing Strategy 

b. Dependent Variable: Organizational Effectiveness 

3.16 
 

2.32 
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Hypothesis 1: Results of regression analysis, as given in Table 4.2, shows clearly that for 

Hypothesis 1, the value of beta is .261, which is positive, and shows positive change in 

organizational effectiveness due to Recruitment Outsourcing Strategy. The value of t is 3.16, 

which is significant and above the average value 2; similarly P=0.001 is less than 0.05. These 

results provide sufficient grounds to reject the null hypothesis H01 and the alternate H1 is 

accepted indicating that there is significant positive relationship between Recruitment 

Outsourcing Strategy and Organizational Effectiveness.  

This finding is in alignment with the assertion of Okorie (2010) that there is significant 

positive relationship between Outsourced Training & Development Activities and 

Organizational Effectiveness. This implies that outsourcing of training can add value through 

the higher quality available from specialized training providers. In addition, by outsourcing 

training activities, the firm will be better able to focus on the value-creating activities that drive 

competitive advantage. 

 

Hypothesis 2: Results in Table 4.2 shows that for Hypothesis 2, the value of beta is = .242 that 

is positive and shows positive change in effectiveness. The value of T is 2.32 that is significant 

and above the average value 2, and P=0.010 is less than 0.05 so these results are providing 

sufficient grounds to reject the null hypothesis H02 and alternate H2 is accepted, proving that 

there is significant positive relationship between Outsourced Training Strategy and 

Organizational Effectiveness. 

The finding is in consonance with Corbett (2004) in his assertion that companies that 

are facing new competition because of globalization may outsource their recruitment function 

in order to improve their Effectiveness, performance, profitability and generate employment. 

The study of Choi, Budny, & Wank (2004) affirms that outsourcing recruitment process helps 

to increase effectiveness and improve performance. The implication of the finding is that 

human element in the organization is the most important asset of any organization (Sharma 

and Punia, 2008); when the best of the best are not recruited from the labour market, the 

organizations or banks will be flooded with undeserving element, and this will negatively affect 

bank effectiveness and performance at large. 

 

Hypothesis 3: As evidenced from Table 4.2, the value of beta is .152 for Hypothesis 3, which is 

positive. The value of T is 2.31 that is significant and above the average value 2. Similarly 

P=0.026 is less than 0.05 hence providing sufficient grounds to accept hypothesis 3. So null 

hypothesis H03 is rejected and alternate H3 is accepted. This implies that there is significant 

positive relationship between Mystery shopping outsourcing strategy and organizational 

effectiveness.  

This finding is in accord with Tutt Woods (2010), that mystery shopping provides 

important information for businesses and leads organizations to efficient performance. Due to 

the downward economy of today, businesses cannot afford to lose any customers. The 

consumer’s growing demand for high-quality service and more intense competition in 

businesses increase the demand for mystery shopping. 
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Conclusions and Recommendation  

The research analysis showed that focus on core competencies has the strongest positive 

influence on organizational effectiveness. In addition, recruitment process, outsourcing, 

outsourced training & development activities and Mystery shopping outsourcing strategies are 

positively correlated to organizational effectiveness. The correlation matrix implies that the 

independent variables are very crucial determinants of organization effectiveness. 

Recruitment process outsourcing has significant relationship with organizational 

effectiveness. By moving the recruitment process to a recruitment agency a lot of time is saved 

by the managers for more efficient planning. 

Mystery shopping outsourcing had a statistically significant positive relationship with 

organizational effectiveness. This is because mystery shopping provides important information 

for businesses and leads organizations to efficient performance. 

 

The study thus recommends that: 

1. Banks should outsource their training & development activities since its potential effect 

is cost reduction, as outsourced training provides a means of reducing the fixed costs 

associated with maintaining a training staff. 

2. Banks should engage in human resource (HR) outsourcing in order to enjoy or gain 

from expert services as well as capitalize on the excellent quality that external vendors 

provide in performing the human resource (HR) functions.  

3. Banks should adopt the Mystery shopping outsourcing strategy since the information 

provided by the mystery shoppers is used for improving the services and products to 

get more customers. 
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