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Abstract: Purpose - The study titled ‘insourcing and outsourcing for
competitiveness’ holds that firms’ internal resources are fundamental to making
strategic decisions on promoting competitiveness. The paper examines five firms’
resources; physical, human, financial, intangible resources and technology as
insourcing or outsourcing and competitiveness. The choice to insource or outsource
either a technology or manpower to manage those technology depends on the
ultimate goal and the core competence of an organization. However, outsourcing
as a business strategy offer variety of opportunities and attending challenges.
Hence, the reason for this study.

Design/Method/Approach : The study adopted cross-sectional survey design, and
targeted 384 sample from unknown population, because we could not exactly
determine the number of registered companies within the region Northern Nigeria.
The study personally administered structured questionnaires for data collection.
The sample distribution was that; north-central zone, 29% of 384 questionnaires
were administered to 112 firms’ high-ranking staff as it is proportionate to the
cluster size, then north-east 94 (25%) questionnaires and finally north-west 178
(46%). The collected data were analyzed using SPSS package – version 20

Finding : It is evident that this result provided substantial evidence to conclude
that insourcing is a more useful and has positive effect onfirmsto predict
competitiveness of firms than outsourcing in Northern Nigeria.

Limitation/Implication : Further studies should conduct similar studies at different
geographical locations to examine the behaviour of the data as well as the
measurements of the study variables. Firms should always hold on their core
competencies, thereby differentiating their resources to that of competitors. To
attain such, they should critically examine their controllable and uncontrollable
environment for appropriate exploitation of industry players of these resources.
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Originality : Review of the related literature as well as the data collected for this
study were originally collected by the authors of this research paper. Also, the
findings of this research could practically help managers at different levels in
ensuring strategies to employed between insourcing and outsourcing to drive
competitive advantage, especially in northern Nigeria.
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1. INTRODUCTION

Firms’ competitiveness can best be achieved under provision of adequate
infrastructure at country or global level. In recent years, Nigeria’s business
environment has been suffering with uncertainty leading to collapse of
businesses (local and multinational) outfits [1]. Business environment
portrays the scope of firms’ competitiveness, while the competitiveness
presurise firms’ innovations which constituted overall efficiency of the
economy [2]. Nigeria’s Economic activity is clustered in a way to create a
controlled environment for industrialization to flourish, especially in the
presence of chronic infrastructural deficits. This has traditionally taken the
form of industrial estates or parks. The main benefit of the localization of
firms in this way is that; it allows for infrastructural provisions to be
prioritized and to give firms a competitive edge while offering access to
raw materials, skilled labour, technology and materials [3].

In the Nigerian economic structure, the oil and gas sector has taken
more than 95% export earnings of the country’s GDP and 85% government
revenue in early years of this decade, while manufacturing sector just
accounted for 4% of the economic activity [3]. Competitiveness is basically
practiced in Nigerian private sector, in which manufacturing sector
accounted 70% to 90% of business establishments [4]. The proliferation in
internet connectivity through the national information technology
development agency (NITDA) has continue to change the dimension of
Nigerian business environment to a more complex type, where
competitiveness could best be practiced [5]. Consequently, the aggressive
approach of the federal government of Nigeria via its deregulation and
privatization policies that aimed to provide efficient services led to the
establishment and expansion of an enabling business environment in the
telecommunication industry in the country. In the mission statement, ICT
is be used for education, wealth or job creation, poverty eradication and
global competitiveness [6].

Services outsourcing by firms has been in rise in many countries in the
world. Outsourcing refers to the process by which specific organizational
services are contracted to outside firms as input [7]. As such, the core motive
of information technology outsourcing is reduction of production costs, at
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the same time providing quality service (internet service, network security,
enterprise resource planning and customer service solutions) using qualified
professionals, while focusing on core business functions to attained
competitiveness [8, 9]. The choice to insource or outsource either a
technology or manpower to manage those technology depends on the
ultimate goal and the core competence of an organization. However,
outsourcing as a business strategy offer variety of opportunities and
attending challenges.

Within the extant literature, internal and external firms’ resources were
independently used to study competitiveness, on the basis of resource-based
view (RBV) theory in different countries of the world. Specifically,most
Nigeria studies were conducted on specific industries as; healthcare services
[10-12], food and beverages [13-15], banking [16, 17], administration [18,
19] and none was found to have combined both internal and external
resources to study competitiveness across varied industries in northern
region of the country. Hence, the reason for this study. Therefore, the study
came up with the following objectives:

(i) To determine the effect of insourcing on competitiveness of firms
in Northern Nigeria.

(ii) To determine the effect of outsourcing on competitiveness of firms
in Northern Nigeria.

2. LITERATURE REVIEW AND HYPOTHESES

2.1. Concept of Competitiveness

Competitiveness of firms is basically guided by the work of Porter
[20]upon which firms can adopt as an advantage - product differentiation-
based and cost-based competitiveness. The former refers to factors that
deal products’ quality, design and other characteristics that differentiate
firms’ offers of value over those of their competitors [21], as well as the
advantages that are connected to services like delivery speed, reliability
and good management of additional services offered by such firms [22,
23]. While the later, cost-based competitiveness lie within the sphere of
manufacturing, management and commercialisation costs. They give the
producer value in the form of lower costs and offer the lowest price to
consumer [20-23]. Even though, the concept of competitiveness as the
microeconomic concept is more applicable at firm level, not at nations’
level as argued by [24].

The interdependence between firms’ and within industries has been of
great importance both at local and international level [25]. These
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interdependencies were at the face of international investments,
international trade, international business behaviour and industrial
organizations. Ability of any business organization to its environment
formed the basis for its key competitive advantage amongst its industry
players [26]. For firm to do effective industry analysis, it must embrace
Porter’s five competitive strategies in connection with its internal resources
[27]. Furthermore, Lynskey [28] expressed that improving the differential
nature of a new company requires (1) the internal application of certain
valuable knowledge-based resources and capabilities; (2) the skill to
associate them with other external ones; (3) the capacity to integrate the
knowledge derived from this association internally and (4) the capability
to apply this knowledge to potentially successful business aims.

Based on the conceptualization of the competitive advantage concept
shows that, by definition, a firm can achieve competitiveness, if it can
effectively and efficiently manage its core internal business components
(insource)and outsource components that have high costs and less risks to
achieve higher performance.

2.2. Empirical Review

2.2.1. Insourcing and Firms’Competitiveness

Several literature established relationship between different organizational
or firms’ internal resources and competitiveness or competitive advantage
grounding on resource based view theory [4, 26, 29-34]. Firms’ internal
resources were empirically studied in relation to their competitiveness at
various contexts. For example, Bhatt, Wang [35] conducted a study on
examines the moderating effect of the learning intensity of organizations
on the relationship between information system competence and
competitive advantages in 122 Chinese firms and found that learning
intensity of organizations positively moderates the relationship between
information system business skills and competitive advantages.

In line with intangible resources, Pulles, Veldman [36] examine how
indirect capabilities (the ability to access external resources) can help to
access privileged resource allocation from suppliers. The study showed
that buying firm’s selection capability and relational capability have positive
influence on competitive advantage of firms. Furthermore, Lin and Wu
[37] explored top 1000 Taiwanese companies on the role of dynamic
capabilities in firm performance under the resource-based view framework,
in which the findings showed that dynamic capabilities can mediate the
firm’s valuable, rare, inimitable and non-substitutable (VRIN) resources to
improve performance. In addition, Schnittfeld and Busch [38] studied
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supply chain in respect of sustainability management grounding on resource
dependence view theory and developed a new theory that explains how
intra/extra organizational sustainability management is affected by a firm’s
business case for promoting sustainability, control mechanisms, trade offs,
trust and market liberalization.

As key strategy for competitiveness, firms can efficiently utilize its
internal resources to attain higher performance withing any industry. Proper
utilisation of internally manipulated resources will enable firms gain
competitive advantage.

2.2.2. Outsourcing and Firms’ Competitiveness

Outsourcing as one of strategic keys in operations management to many
business organisations has been studied by several researchers. For instance;
Asatiani, Penttinen [39]studied the relationship between the outsourcing
motivation and the degree of actual outsourcing of 337 SMEs and found
that cost reduction, focus on core competence and process improvement
are all associated with outsourcing decision, while access to expertise is
negatively related to outsourcing decision. Similarly, Aspir, Gafni [40] also
studied the decision from insourcing to outsourcing in order to focus on
core business function and attain cost reduction among Israeli IT firms.
Furthermore, Davies [14] studied network for agricultural and food supply
chain of beverages company. He found that employers and employees
contribute to harmful food supply dynamics such as subcontracted labour
in Nigeria.

Conversely, Farr and Lind [41] studied the motivating language and in
the intent to stay back in a back-sourced information technology
environment and found that organisations are bringing back (in-house) their
IT operations and services because employees express their dissatisfaction
of previous outsourcing experience. Similarly, Gravier and Hawkins [42]
studied antecedents and consequences of integrating commercially off-the-
shelf technology in the defencesector. They identified 14 enablers and 5
barriers as antecedents for COTS innovation. In our previous section, we
identified that outsourcing strategy is mostly embraced by service sector,
of which defence is one. Also, Hodosi and Rusu [43] identified the
outsourcing strategy is adopted even in large companies, but most of which
do not consider its accompanying costs. Even though, their study only
considered information technology outsourcing only, not considering
business process outsourcing.

Consequently, several literature in the service industries, particularly
those adopted IT outsourcing are; [9, 12, 14, 16, 44-48].
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Based on the empirical literature, most of the studies were conducted
outside Nigeria, used varied independent variables, all in trying measure
the level of competitiveness either at firm, industry or country level. As
such, none was found to have studied availability of internal resources
(physical, human, financial and intangible resources) and outsourcing to
study firms’ competitiveness asthis. Therefore, this study has developed
the following hypotheses:

H1: Insourcinghas positive effect on competitiveness of firms in
Northern Nigeria.

H2: Outsourcing has positive effect on competitiveness of firms in
Northern Nigeria.

Figure 1: Research Model

3. METHODOLOGY

3.1. Population and Sample

The study adopted cross-sectional survey design, and targeted 384 sample
from unknown population, because we could not exactly determine the
number of registered companies within the region Northern Nigeria. As
such, we used the said sampleas the maximum sample for social science
research based on guide provided by Krejcie and Morgan [49] for sample
size determination. Therefore, respondents for this our study comprise of
corporate heads, managers, technical heads and supervisorsfrom firms in
the sectors of manufacturing, healthcare service, wholesales and retail sales,
food and beverages, banking and insurance services, transportation and
information and communication of different sizes, dispersed across the three
geo-political zones of Northern Nigeria. This arrangement offers the chance
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for general assessment of investment behavior of firms in terms
ofavailability of internal resourcesand outsourcing within the context of
competitiveness of firmsin Nigeria.

A sample size of 384 was used to collect data based on the sample size
approximation procedure provided in [49]. The sample distribution was
that; north-central zone, 29% of 384 questionnaires were administered to
112 firms’ high-ranking staff as it is proportionate to the cluster size, then
north-east 94 (25%) questionnaires and finally north-west 178 (46%). The
sample choice took into cognizance, the heterogeneity and homogeneity of
industry for the respondents and level of desired sample size to meet the
requirement for parametric analysis.

Consequently, a multi-stage sampling technique known as Probability
Proportional to Size (PPS) Sampling was used as the sample selection
procedure for clustering the firms based on the three geo-political zones
and apportioning a number of structured questionnaires to each zone as
the survey clusters proportionate to the level of industrialization of the
state and firm size. Subsequently, randomly selecting respondents as a
process of gathering empirical data was similar to the one used in the works
of [50, 51].

Efforts were made to ensure that respondents were in senior positions
and if possible, responsible for investments decisions in resources and had
knowledge of working of their respective firms to ensure accuracy of
responses. Likewise, personal efforts were made and use of research
assistants in the distribution and retrieval of the questionnaires throughout
the period for the study (February to October 2019).

3.2. Measurements

The sampled high raking staff of the firms provided responses on a five-
point estimation scale in form of a structured questionnaire with values
ranging from a minimum of 1 and a maximum of 5 demonstrating
approximation levels of availabilityof physical, human, financial and
intangible internal resources and outsourcing as well as firms’
competitiveness. The scale responses were in the following pattern: 1 =
Very Low; 2 = Low; 3 = Moderate; 4 = High and 5 = Very High.

3.3. Methods of Data Analyses

Pearson’s correlation and regression tests were performed to determine
strength of relationship as well as the effect of the independent variables
(internal resources and outsourcing). Hence, the interaction between the
study variables was analysed based on the model relationship of
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y = + iXi + iiXii + . However, the parametric analyses were performed
with SPSS version 20.

4. RESULTS

4.1. Sample Adequacy

After the preliminary screening of the questionnaires, we found 311
questionnaires valid for analyses. As such, the sample is considered
adequate and valid for parametric analyses using tools as SPSS on
continuous data [52-55].

4.2. Descriptive Statistics

Table 1 presented mean statistics and standard deviations for the study
variables. Insourcing revealed mean statistics of 4.17 and standard deviation
of .51. also, outsourcing indicated mean statistics of 3.55 and standard
deviation of .53. then, competitiveness as dependent variable indicates mean
statistics of 3.8608 and standard deviation of .55. Lastly, the reliability results
for insourcing, outsourcing and firms’ competitiveness are 80.1%, 38.4%
and 60.1% respectively.

Table 1
Mean, SD and Reliability Statistics

S/N Mean Standard Deviation Cronbach’s Alpha No. of Items

i. 4.17 .51 0.80 10
ii. 3.55 .53 0.38 5
iii. 3.86 .55 0.60 7

Table 2 presented the correlation analysis among the study variables.
Outsourcing as an independent variable revealed negative relationship with
the second independent variable (insourcing) and the dependent variable
with values of -.25 and -.24 respectively. On the other hand, insourcing
shown correlation of 41.2% with firms’ competitiveness.

Table 2
Correlations Matrix

S/N Constructs Insourcing Outsourcing Competitiveness

i. Insourcing 1
ii. Outsourcing -.25** 1
iii. Competitiveness .41** -.24** 1

** p < .01 (1-tailed).
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Furthermore, the data for this study revealed that insourcing and
outsourcing have negative relationship, meaning that a business firm cannot
insource and outsource a given component of its business operations at the
same. When they acquire certain business competence in-house, it should
then not spend any kind of resource to acquire same as outsourcing. Even
though, business core competence is not always encouraged to be
outsourced for competitive strategy reasons. The study data also indicated
that outsourcing as independent variable, has negative relationship with
firms’ competitiveness. This might be as a result of most business firms in
the northern Nigeria practiced insourcing business strategy than
outsourcing, because the data indicated a positive relationship between
insourcing and firms’ competitiveness. Consequently, data for insourcing
revealed higher mean and standard deviation as well as the reliability of
measurement and number of measurement items for the study variables,
followed by competitiveness, then, outsourcing.

4.3. Inferential Statistics

The multiple regression statistics revealed the existence as well as strength
of causal-effect relationship among the study variables. Table 3 revealed
the coefficient of determination as adjusted which accounted 18.4% of the
variation in the on the level of insourcing of internal resources, outsourcing
on firm’s competitiveness excluding other uncaptured variables in the
model of this study. The analysis of variance statistics also indicated the
simple linear combination the two independent variables as they relate to
the dependent variable F (2, 177) = 35.84, P = 0.000<0.05 alpha.

Table 3
ANOVA Statistics

Model 1 R Square Adjusted Sum of df Mean Square F Sig.
R Square Squares

Regression 0.19 0.18 17.99 2 8.99 35.84 0.00
Residual 77.28 308 0.25
Total 95.26 310

a. Predictors: (FIR Constant), Insourcing, Outsourcing
b. Response Var.: Competitiveness

Table 4 presented the error term in the linear regression equation for
this study was developed at 0.05%, that is to say prediction of the
measurements and the data is at 95% confidence level. Also, evaluation of
individual contribution of the variables in explaining the variation in the
model was done based on the standardized coefficient results as insourcing
accounted positive and strong contributions of Beta = 0.38. Therefore,
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Hypothesis 1 which states; “Insourcing has positive effect on competitiveness of
firms in Northern Nigeria” is accepted.

Furthermore, table 4 presented the error term in the linear regression
equation for this study was developed at 0.05%, that is to say prediction of
the measurements and the data is at 95% confidence level. Also, evaluation
of individual contribution of the variables in explaining the variation in
the model was done based on the standardized coefficient results as
outsourcing accounted for a weak and negative contribution of Beta = -
0.143 and therefore, Hypothesis 2 which states; “Outsourcing has positive
effect on competitiveness of firms in Northern Nigeria” is therefore,rejected.

Consequently, the data also revealed variance inflation factor and
tolerance accounted of 1.07 and 0.94 for the two independent variables in
the model, indicating absence of multicollinearity [56-60]. It is evident that
this result provided substantial evidence to conclude that insourcing is a
more useful to predict competitiveness of firms in Northern Nigeria.

Table 4
Model Summary Statistics

Coefficienta Unstandardized Standardized T Sig. Tolerance VIF
Coefficients Coefficients

B Std. Error Beta

(Constant) 2.28 0.40 5.73 0.000
Insourcing 0.51 0.07 0.38 7.10 0.000 0.94 1.07
Outsourcing -0.15 0.06 -0.14 -2.69 0.007 0.94 1.07

a. Predictors: (FIR Constant), Insourcing, Outsourcing
b. Response Var.: Competitiveness

5. CONCLUSION AND RECOMMENDATIONS

The study titled insourcing and outsourcing for competitivenessholds that
firms’ internal resources are fundamental to making strategic decisions on
promoting competitiveness. It is therefore that, those internally generated
resources by firms, such as knowledge, finance, human, technology provide
advantage in enhancing firms’ ability to generate and positioned high level
of competitiveness than outsource. Regards to RVB approach; firms’
competitiveness is strategically derived from within, particularly those
critical, valuable, rare, and difficult to imitate. Firms should always hold
on their core competencies, thereby differentiating their resources to that
of competitors. To attain such, they should critically examine their
controllable and uncontrollable environment for appropriate exploitation
of industry players these resources. Tangible and intangible resources,



Insourcing or Outsourcing and Competitiveness of Firms in Northern Nigeria 73

financial resources, human resources, technology resources etc can fully or
partly, permanently of temporarily be insourced or outsourced depending
on the nature competitive strategy and core competences of the business
firm, but the two cannot observed concurrently. Majorly, the result for this
study suggested insourcing is predominantly exercised than outsourcing
among business firms in Northern Nigeria. Firms prefer internal
development of resources for effective competitiveness within their
respective industries than to source these resources outside. Further studies
should conduct similar studies at different geographical locations to examine
the behaviour of the data as well as the measurements of the study variables.
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