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Abstract

Outsourcing (OS) is enacted all over the world in manufacturing and service
organizations. It is becoming sophisticated day by day as core; non core and support
functions are outsourced. But there are doubts on many managers on the effects of
outsourcing when manufacturing is outsourced. This research is to clear the doubts
of practicing managers on the effects of OS when OS is enacted on manufacturing.
This has become an imperative due to increasing outsourcing to increase strategic
capabilities of the organizations.

This paper ascertains effects of OS on the performance objectives, by measuring
common performance objectives (PO). These common Performance objectives are;
cost, Quality, Speed, Dependability, Flexibility. They were measured using indicators
to find the variance of performance before and after OS. Then scores were summed
up algebraically by giving weights to each objective as for customer priorities and
analysed them statistically to check on effects on organizational performance. The
sample study was selected from Hayleys, a large Group companies with a practice
of outsourcing for the last 10 years. The sample represents local manufacturing
industries such as Textiles, Tea, Fibre, Engineering, Chemicals & Consumer
durables, Agriculture machinery, Seeds, Fertilizer and Farm products.

The research found that increase in the extent of outsourcing does not change the
mean effect of the performance objectives. Outsourcing has a positive affect on the
performance objectives and OS increase organization performance. It also found
that there is no substantial cost benefit due to outsourcing. Of the five objectives
Outsourcing has a negative effect on the quality objective this is corrected by quality
conformance methods adopted by the sourcing organization. Outsourcing helps the
organizations to increase competitive advantage, reduce cost, increase speed,
reduce cycle time, increase flexibility and increase dependability.

The size of the sample had limitations in its accuracy of the study as the variance

was small. Further studies should focus on allocation weight on performance
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indicators on flexibility dependability and quality according to the effects on these
objectives in manufacturing.
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