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Abstract

This study examines the strategic impact of outsourcing on
organizational performance using Zenith Bank Plc, Makurdi
Branch, as a focal case. Outsourcing has increasingly
become a critical management strategy in today’s
competitive and dynamic business environment, allowing
organizations to focus on their core competencies while
leveraging the expertise of external partners for non-core
functions. Within the Nigerian banking sector, the growing
demand for efficiency, innovation, and cost reduction has
compelled banks to reconsider their operational models and
embrace outsourcing as a viable tool for enhancing
productivity and service delivery. This paper employs a
descriptive and qualitative research approach, drawing from
existing literature, institutional practices, and contextual
analysis of Zenith Bank Plc’s outsourcing framework to

evaluate the influence of outsourcing on performance
outcomes. Findings from this study indicate that strategic
outsourcing  contributes  significantly to  improved
operational efficiency, customer satisfaction, and cost
optimization. However, challenges such as dependency
risks, quality control issues, and confidentiality concerns
remain critical considerations. The paper concludes that
outsourcing, when strategically managed and aligned with
organizational objectives, serves as a catalyst for
performance improvement and competitive advantage.
Recommendations are provided to enhance the effectiveness
of outsourcing practices within the Nigerian banking
industry, emphasizing the importance of governance
structures,  contractual transparency, and capacity
development among vendor partners.

Keywords: Strategic Outsourcing, Organizational Performance, Banking Industry, Zenith Bank Plc, Makurdi, Nigeria, Service
Efficiency, Qualitative Analysis

1. Introduction

In today’s increasingly globalized and competitive business environment, organizations are under constant pressure to improve
performance, optimize resources, and deliver superior value to customers. As a result, many institutions especially within the
financial services sector have turned to strategic outsourcing as a viable mechanism for achieving operational excellence and
sustaining competitive advantage. Outsourcing, defined as the delegation of one or more business processes to an external
provider who manages these processes based on defined service-level agreements (Lacity & Willcocks, 2014) (11 has emerged
as one of the most significant organizational strategies of the modern era.

Across the globe, firms have recognized that focusing on their core competencies while outsourcing non-core activities to
specialized service providers can lead to enhanced efficiency, innovation, and performance (Quinn & Hilmer, 1994) [26],
Within the Nigerian context, this practice has become particularly relevant given the volatile nature of the economic
environment, the increasing technological disruptions in the financial industry, and the growing expectations of stakeholders
for higher service delivery standards.

2. Background to the Study

The Nigerian banking industry has experienced tremendous transformation over the past two decades, driven by technological
advancement, regulatory reforms, and globalization. In response to regulatory changes and increasing market complexity,
Nigerian banks have adopted outsourcing strategies to improve service delivery and boost operational efficiency (Iyamabhor &
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Perpetual, 2023) [, QOutsourcing has become integral in
critical areas such as information technology (IT) services,
human resource management, customer relationship
management, and logistics operations.

For instance, banks now rely on outsourcing partners for the
management of Automated Teller Machines (ATMs),
security operations, cleaning services, and software
development. These activities, while non-core to the
banking business, play a vital role in the overall service
experience of customers. By outsourcing such functions,
banks like Zenith Bank Plc can concentrate on their primary
objectives, offering innovative financial products and
ensuring customer satisfaction while external providers
handle supportive but essential processes efficiently.

Zenith Bank Plc, as one of Nigeria’s leading financial
institutions, has a well-established reputation for adopting
innovative  strategies in operations and customer
engagement. The Makurdi Branch, which represents a
microcosm of the broader corporate structure, provides a
practical case for understanding how outsourcing
contributes to organizational performance. The branch’s
operational model reflects Zenith Bank’s strategic intent to
leverage third-party expertise while maintaining control
over its brand reputation, customer satisfaction, and service
reliability.

2.1 Statement of the Problem

While outsourcing presents numerous advantages, it is not
without challenges. The adoption of outsourcing strategies
among Nigerian banks has often yielded mixed results.,
some Nigerian banks have gained efficiency and improved
service delivery from outsourcing. However, others have
faced major challenges including quality control lapses,
information-security risks, dependency on vendors, and
unanticipated costs (Sanusi, 2015) %, In particular, many
organizations underestimate the complexities of managing
outsourced relationships, especially in areas involving
sensitive financial information or customer interaction.

For Zenith Bank Plc, the need to maintain service quality,
protect confidential data, and ensure compliance with
regulatory standards poses a significant challenge in
outsourcing arrangements. The Makurdi Branch, operating
within a competitive regional banking environment, must
strike a balance between leveraging external partnerships
and safeguarding institutional integrity. Failure to properly
manage outsourced operations can result in service
disruptions, reputational damage, or financial losses.
Therefore, the central question addressed in this study is:
How does strategic outsourcing influence organizational
performance at Zenith Bank Plc, Makurdi Branch? This
inquiry seeks to uncover the extent to which outsourcing
decisions enhance efficiency, cost-effectiveness, and
customer satisfaction while also identifying the inherent
risks and management challenges associated with such
strategies.

2.2 Objectives of the Study

The primary objective of this research is to examine the
impact of strategic outsourcing on the performance of
Zenith Bank Plc, Makurdi Branch. Specifically, the study
aims to:

1. Evaluate how outsourcing contributes to operational

efficiency in the branch’s daily activities.

2. Assess the relationship between outsourcing practices
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and customer satisfaction.

3. Identify challenges associated with managing
outsourced operations.

4. Propose strategies for improving outsourcing
effectiveness within the Nigerian banking sector.

2.3 Research Questions

To achieve these objectives, the following research

questions guide the study:

1. To what extent has outsourcing contributed to
operational efficiency at Zenith Bank Plc, Makurdi
Branch?

2. How does outsourcing affect customer satisfaction and
service delivery?

3. What challenges does Zenith Bank Plc face in
managing outsourced activities?

4. What strategies can be adopted to enhance the success
of outsourcing in Nigerian banks?

2.4 Significance of the Study

The significance of this study lies in its contribution to
understanding the dynamics of strategic outsourcing within
the context of the Nigerian banking sector. Firstly, it
provides valuable insights to bank managers and
policymakers on how outsourcing decisions influence
performance outcomes. Secondly, it offers guidance on
developing effective governance mechanisms for managing
outsourced relationships to mitigate potential risks.
Furthermore, this research contributes to the broader
academic discourse on strategic management and
organizational performance by contextualizing outsourcing
practices within a developing economy. In a country where
financial institutions operate amid infrastructural challenges,
regulatory uncertainties, and intense competition, adopting
strategic outsourcing can serve as a critical pathway to
efficiency and sustainability. The study’s findings will also
benefit future researchers, practitioners, and business leaders
seeking to design or implement outsourcing frameworks that
align with organizational goals.

2.5 Scope of the Study

This study focuses exclusively on Zenith Bank Plc, Makurdi
Branch, in Benue State, Nigeria. The branch serves as a
representative model for examining the impact of
outsourcing on performance within the Nigerian banking
industry. The research is limited to assessing qualitative and
descriptive indicators of performance, such as operational
efficiency, customer satisfaction, and service quality,
without engaging in quantitative financial analysis.

The study examines outsourcing functions such as IT
support, facility management, and security operations.
While these functions are typically non-core, their influence
on the bank’s daily performance cannot be overstated.
Therefore, the findings from this study may provide
generalizable insights relevant to other branches and
financial institutions within similar operational contexts.

2.6 Justification of the Study

The importance of outsourcing as a strategic management
tool cannot be overemphasized in modern organizational
settings. In Nigeria, where operational costs are high and
infrastructure remains a major constraint, outsourcing
enables firms to access specialized skills, reduce
administrative burdens, and focus resources on core
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business activities. Zenith Bank’s Makurdi Branch, situated
within a developing region, faces unique challenges relating
to technology access, staffing, and customer expectations.
Understanding how outsourcing influences the branch’s
performance is essential for guiding managerial decisions
that foster sustainable growth. Moreover, this study
contributes to bridging the knowledge gap in local empirical
research on outsourcing practices, which is currently limited
despite the widespread adoption of outsourcing in Nigeria’s
service industries.

2.7 Organization of the Paper

This paper is structured into eight sections. Following this
Introduction, Section Three presents a Review of Related
Literature, exploring theoretical and empirical perspectives
on strategic outsourcing and performance. Section Four
outlines the Theoretical Framework underpinning the study,
while Section Five details the Research Methodology
adopted. Section Six provides a qualitative analysis and
presentation of data, and Section Seven discusses the
findings in relation to existing literature. Finally, Section
Eight concludes the paper with key recommendations for
policy and practice.

3. Review of Literature

3.1 Conceptual Review

3.1.1 Concept of Outsourcing

Outsourcing has become a vital component of modern
organizational strategy, particularly for firms operating in
dynamic and competitive industries. Outsourcing involves
the delegation of non-core business functions to external
service providers who possess specialized expertise and
capabilities (Lacity & Willcocks, 2014) 1. The underlying
rationale is that organizations can achieve greater efficiency
and cost-effectiveness by concentrating their internal
resources on core activities while leveraging external
vendors for complementary services (Quinn & Hilmer,
1994) [26],

According to Handfield (2006) ['¥, outsourcing can be
defined as the process of transferring the responsibility for
managing certain business operations to an external supplier
under a contractual agreement. The practice allows
organizations to access advanced technologies, reduce
operational costs, and improve service quality. In many
industries, outsourcing is not merely a cost-cutting exercise
but a strategic decision aimed at enhancing organizational
performance and competitiveness (Mclvor, 2008) 22, In
Beaumont and Sohal (2004) ¥ findings, this view is further
supported by demonstrating that organizations adopt
outsourcing as a strategy to improve operational efficiency
through access to specialist expertise and reduction of
internal administrative burdens.

In the context of the Nigerian banking industry, outsourcing
has evolved beyond simple transactional relationships to
strategic partnerships that deliver long-term value. Banks
outsource services such as cash management, information
technology, customer support, and security to external
providers who offer specialized solutions aligned with the
institution’s objectives. This strategic alignment enables
organizations like Zenith Bank Plc to streamline operations,
improve efficiency, and respond quickly to changing market
conditions.
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3.1.2 Strategic Outsourcing

Strategic outsourcing extends beyond operational delegation
to emphasize long-term partnerships that contribute to an
organization’s strategic goals (Lonsdale & Cox, 2000) 2, It
entails the intentional and systematic transfer of specific
functions to external partners to enhance competitiveness,
innovation, and organizational agility. Strategic outsourcing
is therefore distinguished from traditional outsourcing by its
focus on strategic alignment, knowledge sharing, and
relationship management.

Lacity, Khan, and Willcocks (2009) % argue that
organizations engage in strategic outsourcing to leverage
external expertise and technologies, thereby achieving
superior performance outcomes. This approach allows firms
to access capabilities they might not possess internally and
to focus on value-creating activities. In the banking sector,
where customer satisfaction and operational reliability are
paramount, strategic outsourcing enables institutions to
manage complex systems efficiently while maintaining
focus on their core mission of delivering financial services.
3.1.3 Organizational Performance

Organizational performance is multidimensional,
comprising financial performance (e.g., profitability, return
on assets), product-market performance (e.g., sales, market
share), and shareholder return (Richard et al., 2009) P71,
According to Cosmin, Gheorghe, Adriana, and Raluca
(2012) [0 organizational performance reflects how
effectively employees contribute to achieving organizational
goals through efficiency, commitment, and improved work
processes. Dobrin et al. (2012) [ emphasize that
organizational performance is closely linked to employee
effectiveness, motivation, and alignment with organizational
goals, suggesting that performance extends beyond financial
outcomes to include behavioral and productivity-related
indicators. It encompasses both financial and non-financial
indicators, including productivity, service quality,
innovation, employee satisfaction, and customer retention.
Performance can be assessed from various perspectives,
such as operational, financial, and strategic depending on
the goals of the organization.

Within the banking industry, performance is often measured
by indicators such as profitability, cost control, customer
satisfaction, and market share. However, in qualitative
research like this study, performance is assessed through
non-financial outcomes such as improved service delivery,
operational efficiency, and stakeholder satisfaction.
Strategic  outsourcing contributes to organizational
performance by allowing banks to leverage specialized
external services that improve cost-efficiency (Jiang,
Frazier, & Prater, 2006) ['7],

3.2 The Conceptual Relationship between Outsourcing
and Organizational Performance

The relationship between outsourcing and organizational
performance has been widely explored in management
literature. Strategic outsourcing can enhance organizational
performance by enabling cost reduction, freeing firms to
concentrate on their core competencies, and accessing
specialized external capabilities (Gilley & Rasheed, 2000)
19, Qutsourcing allows organizations to redirect their
limited resources toward activities that generate competitive
advantage while external partners handle peripheral but
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necessary operations.

However, this relationship is not always linear or positive.
Some scholars caution that outsourcing may lead to
dependency, loss of control, and hidden operational costs
(Barthelemy, 2003) Bl For instance, inadequate vendor
management or poorly defined contracts can result in
inefficiencies or service disruptions. Therefore, the
performance outcomes of outsourcing depend largely on
how the process is managed, the nature of the outsourced
functions, and the quality of the partnership between the
organization and its service providers.

In the context of Zenith Bank Plc, strategic outsourcing
enhances service delivery by ensuring that specialized
vendors manage functions such as IT maintenance, facility
management, and customer service support. These
arrangements have enabled the bank to maintain high
service standards and operational reliability across its
branches. However, challenges such as dependency on
external contractors and confidentiality risks require
effective monitoring and governance structures.

3.3 Review of Empirical Studies

A number of empirical studies have examined the
relationship between outsourcing and performance in both
developed and developing economies.

Ugbomhe, Ojo, and Monday (2021) °! found a significant
positive relationship between strategic outsourcing and
corporate performance in Nigerian commercial banks,
suggesting that outsourcing non-core functions can enhance
both effectiveness and efficiency. The study concluded that
banks that outsource non-core functions such as cleaning,
security, and IT support tend to achieve better operational
outcomes.

In contrast, Osei-Kyei and Chan (2017) 2 argue that large
outsourcing-like partnerships (e.g., PPP) can involve
significant project-specific risks, including operational cost
overruns and weak risk control, particularly when
monitoring mechanisms are inadequate. This suggests that
while outsourcing has potential performance benefits, its
success depends on effective governance and strategic
alignment.

Gilley, Greer, and Rasheed (2004) ['?1 report that
outsourcing relational HR activities such as training and
payroll can positively influence organizational performance,
particularly when the outsourcing decision is informed by
the strategic value and transactional nature of the activities.
This finding underscores the importance of strategic
collaboration and communication in ensuring that
outsourcing contributes to organizational success.

Within the Nigerian banking sector, Ibrahim and Isiaka
(2020) ™31 examined the role of outsourcing in enhancing
operational efficiency, they found that outsourcing has a
positive impact on financial performance of commercial
banks in Nigeria. Their study revealed that outsourcing has
enabled banks to adopt innovative technologies and
streamline processes, particularly in service areas such as
ATM operations and customer relationship management.
However, the authors also warned that poor vendor selection
and lack of contractual clarity can undermine the intended
benefits.

These findings align with the operational experiences at
Zenith Bank Plc, where outsourcing has led to tangible
improvements in service delivery and internal efficiency.
The bank’s ability to balance outsourcing benefits with
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effective oversight demonstrates the importance of aligning
external partnerships with organizational objectives.

3.4 Theoretical Review

The relationship between strategic outsourcing and
organizational performance is supported by several
management theories that explain the rationale behind
outsourcing decisions and their impact on performance
outcomes.

3.4.1 Resource-Based View (RBV)

The Resource-Based View (RBV) posits that an
organization’s competitive advantage lies in its ability to
acquire, develop, and deploy valuable resources that are
rare, inimitable, and non-substitutable (Barney, 1991) [,
According to this theory, firms outsource functions that do
not constitute their core competencies in order to focus on
areas that provide strategic value. Outsourcing allows the
organization to access external resources such as
technological expertise or specialized knowledge that would
be costly or time-consuming to develop internally
(Wernerfelt, 1984) B3],

In the case of Zenith Bank Plc, outsourcing IT and
operational support enables the bank to focus on its primary
function of financial service delivery while relying on expert
partners for technical support. This strategic resource
allocation enhances performance and ensures that the bank
remains agile in a fast-changing business environment.

3.4.2 Transaction Cost Economics (TCE)

The Transaction Cost Economics (TCE) theory developed
by Williamson (1985) B!l explains outsourcing as a means
of minimizing costs associated with production,
coordination, and transaction management. According to
TCE, firms choose between in-house production and
outsourcing based on which option minimizes transaction
costs. When external providers can perform certain
functions more efficiently or at a lower cost, outsourcing
becomes a rational choice.

In Nigerian banks, outsourcing functions such as security,
cleaning, and IT infrastructure reduces operational costs and
eliminates the need for managing large support staff. This
aligns with TCE principles, as organizations like Zenith
Bank seek to optimize resource allocation and minimize
internal inefficiencies through strategic outsourcing.

3.4.3 Core Competence Theory

Prahalad and Hamel (1990) 3 introduced the Core
Competence Theory, which asserts that organizations should
focus on their unique capabilities that deliver customer
value and create a competitive advantage. Non-core
functions, which do not directly contribute to value creation,
should be outsourced to external specialists.

For Zenith Bank, core competencies lie in financial product
innovation, risk management, and customer service
excellence. Outsourcing non-core functions such as
logistics, security, and facility management allows the bank
to concentrate on strengthening its competitive edge in
financial intermediation. This alignment enhances efficiency
and performance across the organization.

3.5 Conceptual Framework

Based on the reviewed literature, the conceptual framework
for this study illustrates the relationship between strategic
outsourcing and organizational performance. Outsourcing
functions such as IT support, security, and facility
management (independent variables) are expected to
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influence performance outcomes such as efficiency, service
quality, and customer satisfaction (dependent variables).
The framework also acknowledges potential moderating
factors such as management oversight, vendor capability,
and regulatory compliance.

Qutsourcing Functions (X)
1. IT Support —
2. Security
3. Facility Management

Performance Outcomes (X)
1. Work Efficiency
2. Service Quality
3. Customer Satisfaction

Fig 1: Conceptual diagram showing the linkage between strategic
outsourcing variables and organizational performance indicators

3.6 Summary of the Literature Review

The literature review highlights that outsourcing, when
strategically = managed, contributes  positively  to
organizational performance through improved efficiency,
cost reduction, and focus on core activities. However, Gulla
and Gupta (2012) ™ found that information-systems
outsourcing in Indian banks leads to significant short-term
improvements in efficiency, service levels, and cost savings,
although very high degrees of outsourcing may yield
negative long-term effects. It is worthy to note that success
is contingent upon effective vendor management, alignment
with  strategic objectives, and robust monitoring
mechanisms.

Empirical studies within the Nigerian context support the
assertion that outsourcing enhances performance in the
banking industry, though challenges related to governance
and control remain prevalent. The theoretical underpinnings
of RBV, TCE, and Core Competence Theory collectively
explain why organizations engage in outsourcing and how it
influences performance outcomes.

For Zenith Bank Plc, Makurdi Branch, the reviewed studies
and theoretical perspectives provide a strong foundation for
examining the relationship between strategic outsourcing
and organizational performance. The next section discusses
the research methodology adopted for this study, detailing
the design, data sources, and analytical approach used to
achieve the stated objectives.

4. Theoretical Framework and Methodology

4.1 Theoretical Framework

A theoretical framework provides the foundational basis
upon which a study is constructed. It explains the logical
relationships between variables and gives direction to the
research process. In the context of this study, the theoretical
framework integrates Resource-Based View (RBV),
Transaction Cost Economics (TCE), and Core Competence
Theory, each of which provides insight into the rationale
and performance implications of outsourcing in the Nigerian
banking industry.

4.1.1 Resource-Based View (RBV)

The Resource-Based View (RBV) developed by Barney
(1991) [ posits that organizations achieve sustainable
competitive advantage by acquiring and deploying valuable,
rare, inimitable, and non-substitutable (VRIN) resources.
The theory emphasizes that an organization’s internal
capabilities determine its ability to achieve superior
performance in the marketplace.
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In the context of Zenith Bank Plc, the RBV suggests that the
bank’s performance depends on how it leverages both
internal and external resources. Outsourcing becomes a
strategic choice when external partners possess specialized
resources that the organization lacks internally. For
example, Zenith Bank outsources IT maintenance and
facility management to firms with superior technical and
logistical competencies. By doing so, the bank allocates its
internal resources more efficiently toward its core banking
operations, such as financial intermediation, customer
relationship management, and product innovation.
According to Wernerfelt (1984) %, outsourcing decisions
must be guided by the recognition of resource constraints
and the need to build unique capabilities. Thus, RBV
supports the strategic rationale behind outsourcing non-core
functions to external service providers, as it allows Zenith
Bank to concentrate on activities that strengthen its
competitive positioning in the financial services industry.
4.1.2 Transaction Cost Economics (TCE)

The Transaction Cost Economics (TCE) framework
proposed by Williamson (1985) B! provides an economic
rationale for outsourcing. TCE focuses on minimizing the
costs associated with transactions such as negotiation,
contracting, monitoring, and enforcement between firms and
their partners. According to TCE, firms decide whether to
“make or buy” a product or service based on which option
reduces transaction costs and improves efficiency.

In the case of Zenith Bank Plc, the decision to outsource
functions like security, cleaning, and IT services can be
understood through the TCE lens. Managing such functions
internally would require significant investment in staff
recruitment, training, and infrastructure. Outsourcing these
tasks to specialized vendors allows the bank to reduce
overhead costs, eliminate administrative burdens, and focus
on value-creating functions.

However, TCE also highlights potential downsides, such as
the risk of opportunism, incomplete contracts, and
dependence on suppliers (Williamson, 1999) 21, Therefore,
Zenith Bank must ensure that outsourcing contracts are
detailed, transparent, and enforceable, with clear
performance metrics to avoid inefficiencies or conflicts.
4.1.3 Core Competence Theory

The Core Competence Theory by Prahalad and Hamel
(1990) 251 posits that organizations should identify and focus
on their unique capabilities that deliver exceptional value to
customers. Core competencies represent the collective
learning and skills within a firm that are difficult for
competitors to imitate. Non-core functions that do not
contribute directly to competitive advantage should be
outsourced to specialized firms that can perform them more
efficiently.

Applying this theory, Zenith Bank’s core competencies lie
in its ability to deliver reliable financial services, manage
customer relationships, and innovate financial products.
Functions such as IT support, facility management, and
security services, while necessary for operations, do not
directly contribute to these competencies. By outsourcing
these functions to capable third parties, the bank can focus
on strengthening its key value propositions and improving
organizational performance.

Together, these theories (RBV, TCE, and Core Competence)
create a strong conceptual foundation for understanding how
strategic outsourcing contributes to the operational
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efficiency and performance of Zenith Bank Plc, Makurdi
Branch.

RBV TCE CCT
Resource- Transaction Core
Based View Cost Competence
Economics Theory

Outsourcing-Performance
Relationship

Performance

Fig 2: Diagram showing the integration of RBV, TCE, and Core
competence Theory as the foundation for outsourcing-performance
relationship

4.2 Research Methodology

4.2.1 Research Design

This study adopts a descriptive qualitative research design,
which is suitable for exploring and understanding complex
social phenomena in their natural settings (Creswell, 2014)
[71. The design allows for the collection and analysis of rich
descriptive data concerning the relationship between
strategic outsourcing and organizational performance in the
Nigerian banking sector.

The qualitative approach is particularly appropriate because
the study focuses on gaining in-depth insights rather than
numerical generalizations. It emphasizes participants’
experiences, perceptions, and the contextual factors
influencing outsourcing decisions at Zenith Bank Plc,
Makurdi Branch. Through this approach, the study seeks to
understand how and why outsourcing contributes to
organizational performance within the branch’s operations.
4.2.2 Population and Scope of the Study

The population of this study comprises staff members and
management of Zenith Bank Plc, Makurdi Branch, who are
directly involved in outsourcing decision-making or
management of outsourced operations. These include
personnel from departments such as operations, information
technology, customer service, and administration.

The scope of the study focuses on understanding the
outsourcing practices implemented at the branch level and
their perceived impact on organizational performance.
Outsourced functions under review include IT maintenance,
facility management, cleaning services, and security
operations. The study’s geographical focus on the Makurdi
Branch provides a manageable yet representative context for
understanding the broader application of outsourcing within
Zenith Bank’s national structure.

4.2.3 Sources of Data

The study relied primarily on secondary data, drawn from
institutional documents, published literature, and prior
empirical research on outsourcing and performance in the
Nigerian banking industry. Secondary sources included
annual reports, journal articles, and organizational records
related to Zenith Bank’s outsourcing framework.

In addition, primary data were obtained through informal
interviews and observation of operational processes within
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the Makurdi Branch. These insights provided context-

specific understanding of how outsourcing is implemented,

monitored, and perceived by employees at different
hierarchical levels.

4.2.4 Method of Data Collection

Data were collected using three main methods:

1. Document Review: This involved the analysis of
Zenith Bank’s operational manuals, service contracts,
and internal memos related to outsourced services. The
review provided insights into the scope and
management of outsourcing arrangements within the
branch.

2. Interviews: Informal interviews were conducted with
selected branch staff and managers to gather qualitative
data on the impact of outsourcing on efficiency,
customer satisfaction, and overall performance.

3. Observation: The researcher observed interactions
between outsourced staff and bank employees, as well
as the operational flow of services such as IT support
and facility maintenance.

This triangulation of data sources enhanced the validity and

credibility of the findings by capturing multiple perspectives

on the outsourcing-performance relationship.

4.2.5 Method of Data Analysis

The data collected were analyzed using qualitative content

analysis, which involves identifying, categorizing, and

interpreting themes that emerge from textual data (Miles,

Huberman, & Saldafia, 2014) 23], The analysis followed a

thematic approach comprising three stages:

1. Data Reduction: Sorting and organizing the collected
data to identify key patterns related to outsourcing
practices and performance outcomes.

2. Data Display: Presenting information through narrative
summaries and conceptual tables for clarity.

3. Conclusion Drawing and Verification: Interpreting
the data in line with theoretical expectations and
verifying findings through cross-references to existing
literature.

This  analytical method facilitated a  systematic
understanding of how strategic outsourcing influences
performance outcomes at Zenith Bank Plc, Makurdi Branch.
4.2.6 Reliability and Validity of the Study
Ensuring reliability and validity in qualitative research
requires methodological rigor and transparency. In this
study, reliability was achieved through careful
documentation of the research process, including data
collection procedures and analytical steps. Validity was
enhanced by triangulating data from multiple sources and
comparing findings with existing empirical evidence.

The researcher also employed member checking, where

interpretations of interview responses were reviewed with

participants to ensure accuracy and authenticity.

Additionally, maintaining a detailed audit trail of the

research process reinforced the credibility and dependability

of the findings.

4.2.7 Ethical Considerations

Ethical standards were strictly observed throughout the

study. The researcher obtained verbal consent from all

participants before conducting interviews or observations.

Participants were assured of confidentiality and anonymity,

and no sensitive information was disclosed.

Moreover, all secondary data were appropriately cited, and

organizational documents were used strictly for academic

purposes. The researcher adhered to ethical guidelines for
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social research, ensuring that no harm or discomfort was
caused to participants or the organization.

4.2.8 Limitations of the Study

Like any empirical inquiry, this study faced -certain
limitations. First, the study’s focus on a single branch of
Zenith Bank Plc limits the generalizability of the findings to
the entire banking sector. However, the Makurdi Branch
provides a representative case for understanding outsourcing
dynamics within similar organizational contexts.

Second, the reliance on qualitative methods means that the
findings are interpretive rather than statistical. Future
research may complement these insights with quantitative
analyses to measure performance outcomes more precisely.
Lastly, access to certain internal documents and
performance metrics was restricted due to confidentiality
concerns, which constrained the scope of data analysis.
Despite these limitations, the study provides valuable
insights into how strategic outsourcing contributes to
organizational performance within a Nigerian banking
context.

4.3 Summary

This chapter has presented the theoretical and
methodological foundations of the study. The Resource-
Based View, Transaction Cost Economics, and Core
Competence Theory collectively explain why organizations
like Zenith Bank Plc adopt outsourcing as a strategic tool for
improving performance. The descriptive qualitative research
design adopted for this study allowed for an in-depth
exploration of how outsourcing influences -efficiency,
service quality, and customer satisfaction at the Makurdi
Branch.

The subsequent section presents and analyzes the data
obtained from the study, highlighting the practical
implications of outsourcing practices and their relationship
with organizational performance.

5. Data Presentation and Analysis

5.1 Introduction

This section presents and analyzes data obtained from the
research, focusing on the relationship between strategic
outsourcing and organizational performance at Zenith Bank
Plc, Makurdi Branch. The analysis emphasizes qualitative
insights derived from secondary sources, observations, and
informal interviews conducted with selected staff members.
The data are presented descriptively to highlight key themes,
patterns, and relationships relevant to the study’s objectives.
The analysis is structured around the three major
outsourcing areas identified within Zenith Bank Plc,
Information Technology (IT) Support, Facility Management,
and Security Operations and their collective impact on
operational efficiency, customer satisfaction, and service
quality. The section also examines challenges associated
with outsourcing and the strategies the bank employs to
mitigate them.

5.2 Overview of Outsourcing Practices at Zenith Bank
Plc, Makurdi Branch

Zenith Bank Plc has, over the years, developed a well-
structured outsourcing model that aligns with its strategic
objectives and operational realities. At the Makurdi Branch,
outsourcing is seen as an indispensable component of the
bank’s operational framework. This approach enables the
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branch to focus on its core functions which are financial
intermediation, customer relationship management, and
product innovation, while relying on specialized service
providers for non-core but essential activities.

The outsourcing arrangements at the branch cover areas
such as IT maintenance, facility management (including
cleaning and equipment maintenance), and security services.
Each of these areas is managed under well-defined
contractual agreements that specify service standards,
timelines, and performance expectations.

Table 1: Key Outsourced Functions at Zenith Bank Plc, Makurdi

Branch
Functional . .
Area Service Provider Role | Expected Outcome
. . Enh i
Information Maintenance of software Irlefilzﬁiel?tsegéce
Technology |systems, ATM functionality, y
. reduced system
Support network troubleshooting A
downtime
Cleaning, power supply |Improved workplace
Facility maintenance, waste environment and
Management management, and operational
infrastructure upkeep continuity
. Provision of security Safety assurance for
Security .
. personnel and surveillance |staff, customers, and
Operations
support assets

These outsourced functions are strategically selected to
enhance efficiency and ensure smooth operational flow.
Management at the Makurdi Branch reported that
outsourcing these services has allowed them to focus more
effectively on customer engagement and financial
performance targets.

5.3 Impact of Outsourcing on Operational Efficiency
Operational efficiency is a critical determinant of
performance in the banking sector. It reflects the ability of
an organization to optimize resources, reduce costs, and
enhance productivity. Evidence from the Makurdi Branch
suggests that outsourcing has contributed significantly to
operational efficiency in several ways.

Firstly, the outsourcing of IT support has minimized
downtime associated with system failures and network
disruptions. Vendors are responsible for ensuring that the
bank’s systems are operational during business hours,
allowing staff to perform their duties without technological
interruptions. This reliability has improved service delivery,
reduced customer waiting times, and increased transaction
processing speed.

Secondly, outsourcing facility management functions has
improved the work environment and ensured uninterrupted
operations. Tasks such as equipment maintenance and
generator servicing are handled by vendors who specialize
in these areas. As a result, the branch has experienced fewer
power-related  disruptions and better upkeep of
infrastructure.

Finally, security outsourcing has enhanced safety within the
banking premises. Professional security personnel from
licensed firms provide round-the-clock surveillance,
protecting both employees and customers. This sense of
security has contributed to employee confidence and
customer trust which are key components of operational
stability in the banking industry.
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IT
Outsourced Facility Operational
Functions Efficiency
Security

Fig 3: Diagram showing relationship between Outsourced
Functions and Operational Efficiency

Interview responses from employees indicated that
outsourcing has allowed the bank to operate more flexibly
and efficiently. For instance, one operations staff member
noted:

“We no longer have to worry about fixing technical faults or
power issues. Our vendors handle them promptly, so we can
concentrate on our main work which is serving customers
and meeting targets.”

This statement underscores the functional value of
outsourcing as a mechanism for improving operational
performance  through  resource  optimization and
specialization.

5.4 Outsourcing and Customer Satisfaction

Customer satisfaction remains a fundamental performance
metric in the banking sector. The ability of a bank to provide
consistent, high-quality services directly influences its
market position and profitability. At Zenith Bank Plc,
Makurdi Branch, outsourcing contributes significantly to
achieving customer satisfaction by enhancing service
delivery speed, reliability, and convenience.

The outsourcing of IT services has ensured that Automated
Teller Machines (ATMs) are functional around the clock,
reducing customer complaints about transaction failures or
cash shortages. Regular maintenance of the bank’s digital
infrastructure has improved online banking experiences and
minimized system downtime. Customers benefit from
seamless transactions, whether they occur within the branch,
through digital platforms, or at ATMs.

Additionally, facility management outsourcing has led to a
cleaner and more organized banking environment,
improving customer perceptions of service quality. A
comfortable, well-maintained  physical environment
enhances the customer experience and reinforces the bank’s
brand reputation.

Similarly, the outsourcing of security operations contributes
indirectly to customer satisfaction. Customers feel safer
transacting in a secure environment, which encourages
repeat visits and positive word-of-mouth promotion.
Security personnel also assist in maintaining order during
peak transaction periods, which helps the bank manage
customer flow effectively.

From a strategic perspective, customer satisfaction at Zenith
Bank Plc is closely tied to how well outsourcing partners
deliver their services. Hence, management conducts regular
evaluations and feedback sessions to assess vendor
performance against predefined key performance indicators
(KPIs). These measures ensure that outsourcing continues to
align with the bank’s customer-centric objectives.

5.5 Impact of Outsourcing on Service Quality

The quality of banking services is largely determined by
reliability, responsiveness, and professionalism. At the
Makurdi Branch, outsourcing has contributed to maintaining
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high service standards through the integration of specialized
expertise and technology-driven solutions.

For instance, IT service providers ensure that system
updates and software patches are conducted regularly to
prevent security vulnerabilities and technical errors. This
has enhanced the reliability of digital banking channels,
which are crucial for customer retention. Facility managers
also maintain a hygienic and efficient working environment,
which indirectly supports service delivery by ensuring that
staff operate under comfortable and safe conditions.

Security vendors, on the other hand, contribute to the overall
quality of the customer experience by ensuring orderliness
and protecting both assets and personnel. The presence of
professional security officers at the bank premises projects
an image of stability and trustworthiness, key attributes in
customer decision-making.

Collectively, these outsourcing arrangements have elevated
the quality of services delivered at the branch, ensuring that
customer needs are met promptly and efficiently. However,
the analysis also revealed that occasional lapses occur,
particularly when vendors delay in responding to service
issues or fail to meet agreed performance standards.

5.6 Challenges Associated with Outsourcing at Zenith
Bank Plc

Despite the evident benefits of outsourcing, Zenith Bank
Plc, Makurdi Branch faces several challenges in managing
its outsourcing relationships effectively. These challenges
can be grouped into operational, contractual, and strategic
categories.

5.6.1 Operational Challenges

Operationally, the bank occasionally experiences service
delays and inefficiencies due to vendor negligence or
capacity limitations. For example, late responses to IT
failures or equipment breakdowns have sometimes disrupted
workflow. Similarly, security lapses caused by poorly
trained outsourced guards have raised concerns about the
reliability of external partners.

5.6.2 Contractual Challenges

Contractual issues also pose significant difficulties. In some
cases, ambiguities in service-level agreements (SLAs) lead
to misunderstandings regarding performance expectations
and accountability. When service providers fail to meet
contractual obligations, enforcing penalties or revising
contracts becomes complex and time-consuming.
Furthermore, the dynamic nature of the banking
environment often requires flexibility in contractual terms,
something not always accounted for during initial agreement
stages. As a result, renegotiation and contract management
become critical but resource-intensive processes.

5.6.3 Strategic and Cultural Challenges

Strategically, the bank faces the challenge of maintaining
control over outsourced activities while ensuring alignment
with corporate objectives. Outsourcing creates a degree of
dependency on third parties, which can reduce internal
control and responsiveness. Culturally, integrating
outsourced personnel into the organizational environment
sometimes leads to friction, as they may not fully identify
with the bank’s corporate culture or customer service values.
To address these challenges, Zenith Bank Plc emphasizes
continuous vendor evaluation, staff orientation programs,
and collaborative meetings with service providers. These
initiatives help maintain communication, align expectations,
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and foster long-term relationships built on mutual trust and
accountability.

5.7 Strategies for Enhancing Outsourcing Effectiveness

Based on observations and insights from this study, the

following strategies have been identified as key to

improving outsourcing effectiveness at Zenith Bank Plc,

Makurdi Branch:

1. Strengthening Vendor Selection Processes: The bank
should continue to refine its vendor selection criteria to
ensure that only qualified, experienced, and reliable
service providers are engaged.

2. Enhancing Contractual Clarity: Contracts should
explicitly define performance metrics, reporting
requirements, and penalties for non-compliance. This
will minimize ambiguity and strengthen accountability.

3. Regular  Performance  Evaluation: Periodic
assessment of vendor performance using KPIs such as
response time, service quality, and compliance levels
ensures continuous improvement.

4. Capacity Building for Staff: Internal staff who
supervise outsourced activities should be trained in
vendor management and contract administration.

5. Improving Communication Channels: Effective
communication between bank staff and outsourced
partners fosters collaboration and rapid problem
resolution.

6. Adopting Technology for Monitoring: The
integration of digital tools for performance tracking and
communication can enhance transparency and service
delivery efficiency.

These strategies, when implemented, can strengthen the

bank’s outsourcing model and ensure alignment with its

operational goals.

Vendor Performance
Selection Evaluation
Communication TeCh“°!°9Y
Adoption

Fig 4: Key Strategies for Enhancing Outsourcing Effectiveness at
Zenith Bank Plc, Makurdi Branch.

5.8 Summary of Findings

The analysis of data from Zenith Bank Plc, Makurdi Branch

reveals that strategic outsourcing has a significant positive

impact on organizational performance. Key findings

include:

= Qutsourcing enhances operational efficiency by
reducing internal workload and ensuring uninterrupted
service delivery.

= It improves customer satisfaction through reliable IT
systems, a clean environment, and enhanced security.

= ]t contributes to service quality by integrating
specialized expertise and technology into the bank’s
operations.

= Challenges such as vendor inefficiency, contractual
ambiguities, and cultural differences persist but can be
mitigated through effective management practices.
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Overall, the study demonstrates that outsourcing, when
strategically managed and aligned with corporate objectives,
serves as a powerful tool for achieving sustained
organizational performance.

6. Discussion of Findings

6.1 Introduction

This section discusses the findings of the study in relation to
existing theoretical frameworks and prior empirical
research. The discussion seeks to interpret the results
obtained from the analysis of data at Zenith Bank Plc,
Makurdi Branch, aligning them with the Resource-Based
View (RBYV), Transaction Cost Economics (TCE), and Core
Competence Theory. It also highlights how these findings
contribute to the understanding of strategic outsourcing as a
tool for enhancing organizational performance in the
Nigerian banking industry.

The discussion is organized around the key themes
identified in the analysis: operational efficiency, customer
satisfaction, service quality, and outsourcing challenges.

6.2 Strategic Outsourcing and Operational Efficiency
One of the central findings of this study is that strategic
outsourcing significantly enhances operational efficiency at
Zenith Bank Plc, Makurdi Branch. By outsourcing non-core
activities such as IT maintenance, facility management, and
security operations, the bank has optimized its internal
processes and resources. This finding aligns with Mclvor
(2008) 221 and Lacity & Willcocks (2012) '8 who argue
that outsourcing enables firms to concentrate on their core
capabilities, while external providers efficiently manage
peripheral tasks. Also, as Brooks (2006) P! observed, IT
outsourcing can alter internal workflows and support
structures, a pattern also reflected in Zenith Bank’s reliance
on external vendors for system maintenance and technology
support. In alignment with the Resource-Based View
(RBV), outsourcing has enabled Zenith Bank to access
specialized skills and technologies that are not readily
available internally. For example, IT vendors bring technical
expertise that ensures the smooth functioning of digital
platforms and ATM systems. This arrangement has
minimized downtime and enhanced the bank’s capacity to
serve customers effectively.

These findings are consistent with the observations of
Ugbomhe, Ojo, and Monday (2021) %! who reported that
strategic outsourcing positively influences productivity and
operational stability in Nigerian banks. Our findings align
with Elmuti (2003) ), who similarly reported that
outsourcing enhances organizational efficiency.
Furthermore, the Transaction Cost Economics (TCE)
perspective provides an additional explanation: outsourcing
has allowed Zenith Bank to reduce costs associated with
internal maintenance and staff management while ensuring
efficient service delivery.

The operational benefits of outsourcing at Zenith Bank Plc
can also be linked to strategic resource allocation. The bank
focuses its internal workforce on high-value functions such
as financial product development and customer relationship
management, while delegating technical and logistical
functions to expert vendors. This synergy between internal
and external capabilities enhances overall performance,
validating the RBV’s assertion that leveraging unique and
complementary resources leads to sustained competitive
advantage (Barney, 1991) 21,
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6.3 Outsourcing and Customer Satisfaction

Customer satisfaction is one of the most vital indicators of
performance in the banking sector. The findings from the
Makurdi Branch indicate that outsourcing contributes
directly and indirectly to improved customer satisfaction
through enhanced service reliability, responsiveness, and
convenience.

The outsourcing of IT services ensures that customers
experience minimal transaction disruptions and that ATMs
and online platforms remain functional. This result aligns
with Ugbomhe, Ojo, and Monday (2021) ?°!, who found that
outsourcing IT and other non-core functions in Nigerian
banks enhances operational efficiency, customer service
quality, and institutional reputation. Additionally,
outsourcing facility management has created a clean,
organized, and welcoming banking environment that
positively shapes customer perceptions.

From a Core Competence Theory perspective, Zenith
Bank’s emphasis on customer satisfaction reflects its focus
on core strategic strengths which service innovation,
reliability, and trust. By outsourcing non-core functions, the
bank ensures that internal resources are dedicated to
activities that directly impact customer experience. This
strategic focus enhances customer loyalty, which is critical
for long-term competitiveness in the Nigerian financial
market.

Moreover, the findings suggest that outsourcing indirectly
improves customer relations by fostering internal efficiency.
Employees can dedicate more time to customer engagement
and problem-solving, rather than administrative or
maintenance duties. The improvement in workflow has
resulted in faster service delivery and increased customer
trust, further validating the positive relationship between
outsourcing and satisfaction.

These findings reinforce the empirical evidence of Gilley,
Greer, and Rasheed (2004) ['2, who observed that
outsourcing can enhance customer satisfaction when service
delivery systems are well-managed and vendor relationships
are structured as long-term, collaborative partnerships rather
than transactional contracts.

6.4 Outsourcing and Service Quality

Service quality remains a critical component of
organizational performance, especially in customer-centric
industries like banking. Findings from this study reveal that
outsourcing enhances service quality by integrating
specialized skills and advanced technologies into the bank’s
operations.

In line with Mclvor’s (2008) 122 perspective, Zenith Bank’s
outsourcing of IT and facility management functions enables
professional handling of these operations, contributing to
improved system reliability and workplace maintenance.
This contributes to the overall perception of quality and
professionalism that customers associate with the bank.

The relationship between outsourcing and service quality at
Zenith Bank Plc can also be explained through Transaction
Cost Economics (TCE). By outsourcing complex tasks that
require specific technical expertise, the bank reduces
internal inefficiencies and transaction costs associated with
training and supervision. The result is a streamlined
operational system where each actor whether internal or
external, focuses on their core competencies to deliver
optimal performance outcomes.
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However, the study also found that service quality can
occasionally be compromised when vendors fail to meet
contractual expectations. This underscores Barthelemy’s
(2003) B! argument that outsourcing carries inherent risks,
including loss of control and quality inconsistencies. Such
issues are often traceable to weaknesses in contract
management, inadequate performance monitoring, or poor
communication between the bank and vendors.

To mitigate these risks, Zenith Bank Plc maintains regular
performance reviews and utilizes feedback systems to assess
vendor performance. These practices support the
observations of Jiang et al. (2006) ['71, who emphasized that
successful outsourcing requires continuous collaboration
and monitoring to maintain service quality.

Overall, the findings highlight that outsourcing enhances
service quality when vendors possess the technical capacity
to deliver and when the organization maintains strong
governance structures to monitor compliance.

6.5 Challenges in Outsourcing Implementation

While outsourcing has yielded significant benefits at Zenith
Bank Plc, several challenges were identified that affect the
efficiency and sustainability of outsourcing arrangements.
These challenges include vendor inefficiency, contractual
ambiguity, dependency risks, and cultural integration issues.
The findings echo those of Osei-Kyei and Chan (2017) 24,
who identified comparable challenges in outsourcing
relationships within the service sector, particularly when
monitoring and governance mechanisms are weak. At
Zenith Bank, occasional delays in IT maintenance, poorly
defined service-level agreements (SLAs), and coordination
difficulties between bank staff and outsourced personnel
were observed.

From a Transaction Cost Economics (TCE) standpoint,
these challenges reflect the problem of opportunism and
incomplete contracting highlighted by Williamson (1999)
21 When outsourcing contracts lack clear performance
clauses or enforcement mechanisms, service providers may
underperform, leading to inefficiencies and dissatisfaction.
Furthermore, dependency on vendors for critical operations
such as IT systems introduces strategic vulnerability. The
Resource-Based View (RBV) suggests that while
outsourcing grants access to specialized resources, excessive
reliance on external partners can weaken a firm’s internal
capabilities (Wernerfelt, 1984) B9 This concern is
particularly relevant in the banking industry, where
information security and operational continuity are
paramount.

Cultural challenges were also identified, as outsourced staff
sometimes struggled to integrate with the bank’s corporate
values and customer service ethos. Such misalignment can
impact teamwork and service consistency. This finding
aligns with Lonsdale and Cox (2000) !, who noted that
successful outsourcing requires cultural alignment between
the client organization and its service providers.

To address these issues, Zenith Bank Plc has adopted
proactive strategies, including periodic training sessions for
outsourced personnel, enhanced communication channels,
and stricter vendor evaluation processes. These measures
have helped mitigate most operational and relational
challenges, ensuring that outsourcing continues to deliver
value.
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6.6 Implications for Theory and Practice
The findings of this study have significant theoretical and
practical implications.
From a theoretical perspective, the study reinforces the
relevance of the Resource-Based View (RBV), Transaction
Cost Economics (TCE), and Core Competence Theory in
explaining outsourcing decisions and performance
outcomes. It demonstrates how organizations balance
internal and external resources to achieve efficiency and
sustain competitive advantage.
= The RBV explains how Zenith Bank leverages vendor
expertise as an external resource to enhance
performance.
= TCE illustrates how the bank minimizes operational
costs and administrative burdens through outsourcing.
= The Core Competence Theory underscores the strategic
focus on core business functions while delegating non-
core tasks to specialized firms.
Collectively, these theories provide a comprehensive
understanding of why outsourcing contributes positively to
organizational performance when effectively managed.
From a practical standpoint, the study highlights critical
lessons for banking institutions and policymakers. Firstly, it
emphasizes the importance of aligning outsourcing contracts
with strategic objectives and ensuring robust monitoring
mechanisms. Secondly, it underscores the need for
continuous staff and vendor capacity building to sustain
high service standards. Thirdly, it calls attention to the
necessity of maintaining a balance between external
dependency and internal capability development.
These insights can guide Nigerian banks and other service
organizations in designing outsourcing models that
maximize performance benefits while minimizing associated
risks.

6.7 Alignment with Previous Studies

The results of this research align with previous empirical
findings that highlight the positive relationship between
outsourcing and performance in the Nigerian banking sector.
Ugbomhe, Ojo, and Monday (2021) ! found that
outsourcing enhances operational efficiency and customer
satisfaction in Nigerian financial institutions. Similarly,
Mclvor (2008) 2% and Gilley & Rasheed (2000) [%
demonstrated that strategic outsourcing leads to improved
organizational agility and performance outcomes.
Wambrauw (2013) B3 findings also showed that there is
relatedness of IT and robust knowledge management which
drive performance.

However, this study contributes additional contextual
insights by focusing on a branch-level analysis, revealing
how outsourcing dynamics play out within a localized
setting of a large financial institution. It also extends prior
research by emphasizing the qualitative aspects of
outsourcing;  particularly  relationship ~ management,
employee perception, and cultural integration, which are
often overlooked in quantitative studies.

6.8 Summary of Discussion

In summary, the findings confirm that strategic outsourcing
positively influences organizational performance at Zenith
Bank Ple, Makurdi Branch. Outsourcing enhances
operational efficiency by streamlining processes and
enabling specialization. It improves customer satisfaction
through consistent service reliability and contributes to
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service quality by incorporating external expertise.
Nevertheless, outsourcing poses certain challenges that
require effective management, such as dependency risks,
contractual ambiguities, and cultural misalignment. The
study thus concludes that the success of outsourcing
depends not merely on delegation but on strategic
alignment, vendor competence, and robust oversight.

This understanding forms the foundation for the concluding
section of the paper, which synthesizes key insights and
provides recommendations for policy and practice.

7. Conclusion and Recommendations

7.1 Introduction

This final section concludes the study on Strategic
Outsourcing and Organizational Performance: Evidence
from Zenith Bank Plc, Makurdi Branch. The chapter
synthesizes the key findings discussed in preceding sections,
drawing together theoretical insights, empirical evidence,
and practical implications. It reaffirms the central argument
that strategic outsourcing when properly aligned with
organizational goals and managed effectively serves as a
critical driver of operational efficiency, service quality, and
customer satisfaction in the Nigerian banking industry.

The study has contributed to the understanding of how
outsourcing arrangements can be used to strengthen
institutional performance in an increasingly complex and
competitive business environment. It has also illuminated
the challenges inherent in outsourcing and the measures
required to ensure that it yields sustainable benefits.

7.2 Summary of Major Findings

The study investigated the relationship between strategic

outsourcing and organizational performance at Zenith Bank

Plc, Makurdi Branch, with specific emphasis on three key

areas of outsourcing practice: Information Technology (IT)

Support, Facility Management, and Security Operations.

The following are the major findings:

1. Outsourcing enhances operational efficiency:
The study found that outsourcing non-core functions
enables the bank to optimize internal resources and
focus on its primary objectives. The use of external
vendors for IT support, facility management, and
security has  minimized downtime, reduced
administrative  burdens, and improved overall
productivity. These findings align with the Resource-
Based View (RBV), which posits that outsourcing
grants firms access to specialized resources that
contribute to superior performance (Barney, 1991) 121,

2. Outsourcing improves customer satisfaction:
Outsourcing IT and facility management functions has
significantly improved the quality and reliability of
service delivery, leading to enhanced customer
experiences. Customers benefit from better ATM
functionality, clean and secure banking environments,
and efficient service turnaround times. This finding
supports previous empirical evidence from Ugbomhe,
Ojo, and Monday (2021) 2, which showed that
outsourcing positively affects customer perceptions in
the Nigerian banking industry.

3. Outsourcing contributes to service quality:
Service quality at Zenith Bank Plc has improved due to
the professional expertise and technological capability
of outsourcing partners. Vendors’ specialized
knowledge ensures reliable operations, reduced system
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failures, and better workplace maintenance, all of which
strengthen the bank’s reputation for excellence. Yeboah
(2013) 3%, also found that outsourcing does not always
improve productivity but may enhance service delivery
and competitiveness.

4. Challenges exist in
relationships:
despite its advantages, outsourcing at Zenith Bank Plc
is not without obstacles. The study identified challenges
such as vendor inefficiency, contractual ambiguities,
dependency risks, and cultural integration issues. These
findings are consistent with the cautionary perspectives
of Barthelemy (2003) B! and Williamson (1999) 32,
who emphasized the need for effective governance and
monitoring mechanisms in outsourcing relationships.

5. Effective vendor management is critical to
outsourcing success:
The study found that the effectiveness of outsourcing
arrangements largely depends on vendor selection,
performance monitoring, and contract management. The
ability to establish clear performance metrics and

managing  outsourcing

communication  channels determines  whether
outsourcing will enhance or hinder organizational
performance.

7.3 Conclusion

Based on the findings, the study concludes that strategic
outsourcing is a vital tool for improving organizational
performance in the Nigerian banking industry. At Zenith
Bank Plc, Makurdi Branch, outsourcing has allowed
management to concentrate on the bank’s core functions
while external specialists handle supportive tasks efficiently.
The result is improved operational efficiency, greater
customer satisfaction, and sustained service quality.

The study further concludes that outsourcing effectiveness
depends on the strategic alignment between the bank’s
objectives and the capabilities of its vendors. Outsourcing
should not be viewed merely as a cost-reduction measure
but as a long-term strategic partnership that enhances
competitiveness. This perspective aligns with the Core
Competence Theory, which emphasizes focusing internal
efforts on areas of distinct advantage while leveraging
external expertise for non-core functions (Prahalad &
Hamel, 1990) 2%,

However, outsourcing can also create new vulnerabilities if
not properly managed. Over-dependence on external
providers can erode internal capabilities and introduce
operational risks, particularly in a sensitive sector like
banking where information security and service reliability
are paramount. Thus, banks must adopt a balanced approach
that combines external partnerships with strong internal
oversight and capacity building.

In essence, the findings affirm that strategic outsourcing
enhances performance when guided by sound management
principles, effective contracts, and mutual trust between the
organization and its service providers.

7.4 Implications of the Study

7.4.1 Theoretical Implications

The study contributes to academic literature by reaffirming
the applicability of three key theoretical perspectives which
are Resource-Based View (RBV), Transaction Cost
Economics (TCE), and Core Competence Theory and in
explaining the link between outsourcing and performance.
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= The RBV framework illustrates how firms leverage
external resources to enhance internal capabilities and
gain competitive advantage.

= TCE provides insights into how organizations can
minimize operational costs and inefficiencies through
outsourcing.

= Core Competence Theory reinforces the argument that
focusing on strategic capabilities while delegating non-
core functions improves overall performance.

By integrating these theories, the study offers a holistic

understanding of outsourcing as both an operational and

strategic management tool.

7.4.2 Practical Implications

For practitioners and policymakers, the study underscores

several actionable insights:

1. Strategic alignment: Outsourcing decisions should be
integrated into the broader organizational strategy to
ensure coherence and long-term value creation.

2. Vendor management: Effective vendor selection,
monitoring, and evaluation mechanisms are essential
for maintaining service standards and accountability.

3. Capacity building: Both employees and vendors
require continuous training to adapt to evolving
operational demands and technological innovations.

4. Regulatory compliance: Banks must ensure that
outsourcing contracts adhere to national banking
regulations and data protection standards to safeguard
institutional integrity.

5. Balanced dependency: While outsourcing enhances
efficiency, excessive reliance on third-party providers
can weaken institutional control. Management must
maintain oversight and retain essential in-house
expertise.

7.5 Recommendations

Based on the findings and conclusions, the following

recommendations are proposed to improve the effectiveness

of outsourcing practices at Zenith Bank Plc and across the

Nigerian banking sector:

1. Develop Comprehensive Outsourcing Policies:
Zenith Bank should strengthen its outsourcing
framework by establishing detailed policies that define
the scope, processes, and responsibilities of all
stakeholders involved. This will enhance consistency
and transparency in vendor management.

2. Enhance Vendor Evaluation and Selection:
The bank should adopt rigorous vendor selection
criteria that prioritize experience, technical competence,
financial stability, and regulatory compliance. Periodic
audits and performance reviews should be
institutionalized to ensure adherence to service-level
agreements (SLAS).

3. Strengthen Contract Management Systems:
All outsourcing contracts should clearly articulate
performance metrics, deliverables, penalties for non-
compliance, and dispute resolution mechanisms. This
will minimize ambiguities and ensure enforceability.

4. Build Internal Capacity for Vendor Oversight:
Staff  responsible for managing  outsourcing
arrangements should receive training in contract
administration, negotiation, and vendor performance
evaluation. This will improve oversight and
accountability.
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5. Integrate Technology in Monitoring:
The use of digital monitoring systems can facilitate
real-time tracking of vendor performance, enhance
communication, and provide early warnings of potential
issues.

6. Promote a Collaborative Relationship with Vendors:
The bank should foster partnerships based on trust,
mutual respect, and shared objectives rather than purely
transactional relationships. Regular meetings and joint
problem-solving sessions can strengthen collaboration
and enhance outcomes.

7. Address Cultural and Communication Gaps:
Efforts should be made to integrate outsourced staff into
the bank’s corporate culture through orientation
programs, inclusive communication, and performance
incentives that align with the bank’s values.

8. Ensure Compliance with Regulatory Guidelines:
All outsourcing arrangements should align with the
Central Bank of Nigeria’s (CBN) outsourcing and risk
management policies. This will help maintain
compliance, transparency, and financial stability.

9. Conduct Periodic Outsourcing Audits:
The bank should regularly evaluate the effectiveness of
its outsourcing arrangements to identify areas for
improvement and assess whether outsourcing continues
to deliver strategic value.

10. Encourage Industry Collaboration and Policy

Dialogue:
Policymakers and industry associations should promote
forums for banks and outsourcing firms to share best
practices, develop standards, and address emerging
challenges in outsourcing governance.

7.6 Suggestions for Further Research

While this study provides valuable insights into strategic

outsourcing and organizational performance at Zenith Bank

Plc, Makurdi Branch, further research is needed to broaden

understanding of this topic. Future studies could:

* Employ a quantitative approach to measure the
statistical relationship between outsourcing variables
and performance metrics.

=  Conduct comparative analyses across multiple branches
or banks to capture sector-wide trends and variations.

= Explore the role of technology in shaping modern
outsourcing relationships, particularly the adoption of
artificial intelligence (Al) and digital monitoring tools.

= Investigate the long-term impact of outsourcing on
employee morale, job satisfaction, and knowledge
transfer within organizations.

Such studies would deepen theoretical understanding and

provide practical insights into optimizing outsourcing

strategies in developing economies.

7.7 Concluding Remark

The study concludes that strategic outsourcing, when well-
conceived and effectively managed, can serve as a powerful
enabler of organizational performance. According to Adu-
Gyamfi, L. (2015) [, outsourcing has proven instrumental
in driving operational excellence, improving service
delivery, and achieving customer satisfaction, and this has
been the same case for Zenith Bank Plc, Makurdi Branch.
However, the sustainability of these benefits depends on
robust governance, effective contract management, and
continuous alignment between outsourced services and
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corporate goals.

In the broader context of Nigeria’s banking industry, this
research reaffirms that strategic outsourcing is not merely an
operational necessity but a strategic imperative for
institutions seeking to thrive in a rapidly evolving economic
landscape.
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Fig 5: Concluding diagram summarizing outsourcing inputs and
Outcomes at Zenith Bank Plc

8. References

1. Adu-Gyamfi L. Evaluating the impact of outsourcing on
organisational profitability. Worldwide Journal of
Multidisciplinary Research and Development. 2015;
1(3):23-39.
https://wwjmrd.com/archive/2015/9/17/evaluating-the-
impact-of-outsourcing-on-organisational-profitability

2. Barney J. Firm resources and sustained competitive
advantage. Journal of Management. 1991; 17(1):99-
120. Doi:https://doi.org/10.1177/014920639101700108

3. Barthélemy J. The seven deadly sins of outsourcing.
Academy of Management Executive. 2003; 17(2):87-
98. Doi: https://doi.org/10.5465/AME.2003.10025203

4., Beaumont N, Sohal A. Outsourcing in Australia.
International Journal of Operations & Production
Management. 2004; 24(7):688-700. Doi:
https://doi.org/10.1108/01443570410541986

5. Brooks N. Understanding IT outsourcing and its
potential effects on IT workers and their environment.
Journal of Computer Information Systems. 2006;
46(4):46-53.

6. Cosmin OD, Gheorghe NP, Adriana VP, Raluca C. The
concept of performance in business organizations: Case
study on employee performance in Romanian business
organizations. Annals of the Academy of Economic
Studies. 2012; 6(1):310-316.

7. Creswell JW. Research design: Qualitative,
quantitative, and mixed methods approaches (4th ed.).
SAGE Publications, 2014.

8. Dobrin CO, Popescu GN, Popescu VA, Popescu CR.
The concept of performance in business organizations:
Case study on employee performance in Romanian
business organizations. In Proceedings of the 6th
International Management Conference: Approaches on
Organizational Management. Academy of Economic
Studies, November 15-16, 2012, 310-316.

9. Elmuti D. The perceived impact of outsourcing on
organizational performance. Mid-American Journal of
Business. 2003; 18(2):33-41. Doi:
https://doi.org/10.1108/19355181200300011

10. Gilley KM, Rasheed AA. Making more by doing less:
An analysis of outsourcing and its effects on firm
performance. Journal of Management. 2000; 26(4):763-

1734


http://www.multiresearchjournal.com/
https://wwjmrd.com/archive/2015/9/17/evaluating-the-impact-of-outsourcing-on-organisational-profitability
https://wwjmrd.com/archive/2015/9/17/evaluating-the-impact-of-outsourcing-on-organisational-profitability
https://doi.org/10.1177/014920639101700108
https://doi.org/10.5465/AME.2003.10025203
https://doi.org/10.1108/01443570410541986
https://doi.org/10.1108/19355181200300011

International Journal of Advanced Multidisciplinary Research and Studies

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

790. Doi: https://doi.org/10.1177/014920630002600408
Gottfredson M, Puryear R, Phillips S. Strategic
sourcing: From periphery to the core. Harvard Business
Review. 2005; 83(2):132-139.

Gilley KM, Greer CR, Rasheed AA. Human resource
outsourcing and organizational performance in
manufacturing firms. Journal of Business Research.
2004; 57(3):232-240. Doi:
https://doi.org/10.1016/S0148-2963(02)00304-1

Gulla U, Gupta MP. Impact of information systems
outsourcing: A study of Indian banking sector.
International Journal of Business Information Systems.
2012; 10(2):131-150. Doi:
https://doi.org/10.1504/1JBIS.2012.045387

Handfield RB. Supply market intelligence: A
managerial handbook for building sourcing strategies.
CRC Press, 2006.

Ibrahim UA, Isiaka AQ. Outsourcing strategy and
financial performance of quoted commercial banks in
Nigeria. European Journal of Business and
Management. 2020; 12(3):64-73. Doi:
https://doi.org/10.7176/EJBM/12-3-08

Iyamabhor M, Perpetual EO. Outsourcing strategies and
organizational performance in the Nigerian banking
industry. Review of Human Resources, Organizational
Change, and Economic Impact, 2023.
https://ojs.proaksara.com/index.php/rhrocei/article/view
/9

Jiang B, Frazier GV, Prater EL. Outsourcing effects on
firms’ operational performance: An empirical study.
International Journal of Operations & Production
Management. 2006; 26(12):1280-1300. Doi:
https://doi.org/10.1108/01443570610710551

Lacity MC, Willcocks LP. Advanced outsourcing
practice: Rethinking ITO, BPO, and cloud services.
Palgrave Macmillan, 2012. Doi:
https://doi.org/10.1057/9780230288034

Lacity MC, Willcocks LP. Outsourcing business
processes for innovation. MIT Sloan Management
Review. 2014; 55(3):63-70.

Lacity MC, Khan SA, Willcocks LP. A review of the IT
outsourcing literature: Insights for practice. Journal of
Strategic Information Systems. 2009; 18(3):130-146.
Doi: https://doi.org/10.1016/].jsis.2009.06.002

Lonsdale C, Cox A. The historical development of
outsourcing: The latest fad? Industrial Management &
Data  Systems.  2000;  100(9):444-450.  Doi:
https://doi.org/10.1108/02635570010358384

Mclvor R. What is the right outsourcing strategy?
European Management Journal. 2008; 26(1):24-34.
Doi: https://doi.org/10.1016/j.em;j.2007.08.006

Miles MB, Huberman AM, Saldafia J. Qualitative data
analysis: A methods sourcebook (3rd ed.). SAGE
Publications, 2014.

Osei-Kyei R, Chan APC. Risk assessment in public-
private partnership infrastructure projects: Empirical
comparison between Ghana and Hong Kong.
Construction Innovation. 2017; 17(2):204-223. Doi:
https://doi.org/10.1108/CI-08-2016-0043

Prahalad CK, Hamel G. The core competence of the
corporation. Harvard Business Review. 1990; 68(3):79-
91.

Quinn JB, Hilmer FG. Strategic outsourcing. Sloan
Management Review, 1994.

27.

28.

29.

30.

31.

32.

33.

34.

www.multiresearchjournal.com

https://sloanreview.mit.edu/article/strategic-

outsourcing/
Richard PJ, Devinney TM, Yip GS, Johnson G.
Measuring  organizational performance: Towards

methodological best practice. Journal of Management.
2009; 35(3):718-804. Doi:
https://doi.org/10.1177/0149206308330560

Sanusi BM. Outsourcing and performance of banks in
Nigeria (Doctoral dissertation). Obafemi Awolowo
University, 2015.
https://ir.oauife.edu.ng/handle/123456789/3885
Ugbomhe OU, Ojo O, Monday EE. Strategic
outsourcing and corporate performance in Nigerian
banking industry. Journal of Business Theory and
Practice. 2021; 9(2):68-82. Doi:
https://doi.org/10.22158/jbtp.vIn2p68

Wernerfelt B. A resource-based view of the firm.
Strategic Management Journal. 1984; 5(2):171-180.
Doi: https://doi.org/10.1002/smj.4250050207
Williamson OE. The economic institutions of
capitalism: Firms, markets, relational contracting. Free
Press, 1985.

Williamson OE. Strategy research: Governance and
competence perspectives.  Strategic Management
Journal. 1999; 20(12):1087-1108. Doi:
https://doi.org/10.1002/(SICI)1097-
0266(199912)20:12<1087::AID-SMJ75>3.0.CO;2-W
Wambrauw OO. IT relatedness effect on IT outsourcing
strategies and  knowledge  management  on
organizational performance: Impact on provincial
government agencies in Papua. International Journal of
Science and Research. 2013; 2(3):486-491. Doi:
https://www.ijsr.net/archive/v2i3/MDIwWMTMxNTM=.
pdf

Yeboah A. The relationship between outsourcing and
organizational performance. European Journal of
Business and Management. 2013;  5(12):1-12.
https://www.iiste.org/Journals/index.php/EJBM/article/
view/5941

1735


http://www.multiresearchjournal.com/
https://doi.org/10.1177/014920630002600408
https://doi.org/10.1016/S0148-2963(02)00304-1
https://doi.org/10.1504/IJBIS.2012.045387
https://doi.org/10.7176/EJBM/12-3-08
https://ojs.proaksara.com/index.php/rhrocei/article/view/9
https://ojs.proaksara.com/index.php/rhrocei/article/view/9
https://doi.org/10.1108/01443570610710551
https://doi.org/10.1057/9780230288034
https://doi.org/10.1016/j.jsis.2009.06.002
https://doi.org/10.1108/02635570010358384
https://doi.org/10.1016/j.emj.2007.08.006
https://doi.org/10.1108/CI-08-2016-0043
https://sloanreview.mit.edu/article/strategic-outsourcing/
https://sloanreview.mit.edu/article/strategic-outsourcing/
https://doi.org/10.1177/0149206308330560
https://ir.oauife.edu.ng/handle/123456789/3885
https://doi.org/10.22158/jbtp.v9n2p68
https://doi.org/10.1002/smj.4250050207
https://www.ijsr.net/archive/v2i3/MDIwMTMxNTM=.pdf
https://www.ijsr.net/archive/v2i3/MDIwMTMxNTM=.pdf
https://www.iiste.org/Journals/index.php/EJBM/article/view/5941
https://www.iiste.org/Journals/index.php/EJBM/article/view/5941

