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ABSTRACT: This study critically examines the effect of outsourcing on 

workforce development in Nigeria using a content analysis approach. 

The research is framed within systems theory, which views Nigeria's 

workforce development as a complex system influenced by various 

interconnected components, including outsourcing, economic 

conditions, education and training, government policies, labor market 

dynamics, and organizational strategies. The empirical review explores 

the effects of outsourcing on organizational performance, employee 

commitment, and competitive advantage in Nigeria. Key findings 

indicate that outsourcing can lead to cost savings, improved efficiency, 

and access to specialized expertise, contributing positively to 

organizational performance. However, significant negative impacts are 

also identified, including underpayment, job insecurity, violation of 

workers' rights, diminished employee commitment, and adverse effects 

on the local economy. Despite the potential benefits of outsourcing, such 

as cost reduction and technological advancements, the study 

underscores the need to balance these benefits against the negative 

impacts on workers. Recommendations include enforcing labor laws to 

ensure fair compensation, providing equal treatment for core and 

contract staff, empowering outsourced workers through unionization, 

enhancing anti-discrimination protections, fostering emotional 

attachment and commitment among workers, and promoting local job 

creation to mitigate the adverse effects of outsourcing on the local 

economy. 

KEYWORDS: Outsourcing, Workforce development, Organizational 

performance. 
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INTRODUCTION 

Outsourcing has emerged as a vital strategy in contemporary business landscapes, reshaping 

traditional organizational structures and dynamics across various sectors globally (Essien & 

Bassey, 2020). Its implications for workforce dynamics, particularly in developing countries 

like Nigeria, have spurred significant scholarly attention. This critical evaluation aims to 

dissect the impact of outsourcing agencies on Nigeria's workforce through a comprehensive 

content analysis of existing literature. As globalization continues to blur geographical 

boundaries, businesses strive for competitiveness and efficiency through strategic resource 

allocation. The origin of outsourcing in Nigeria can be traced back to the reform initiatives 

introduced by the Obasanjo administration between 1999 and 2007. Before these reforms, 

Nigeria faced significant economic challenges, including poor economic performance, 

widespread poverty, and corruption (Ofoegbu, 2015). One of the major issues contributing to 

these challenges, according to Ofoegbu (2015), was the inefficient and ineffective public 

sector, characterized by low staff morale, poor service delivery, hierarchical structures, and 

corruption. The reform initiatives aimed to address these challenges by overhauling the civil 

service and improving the efficiency and effectiveness of government operations. One of the 

key strategies adopted was outsourcing, which involved formalizing the process of contracting 

out certain services to external providers. This approach was part of broader efforts to 

modernize and streamline government operations, reduce inefficiencies, and combat 

corruption. The introduction of the National Economic Empowerment Strategy (NEEDs) in 

2003 further emphasized the importance of allowing the private sector to play a greater role in 

service provision, particularly in areas where it had a comparative advantage over the 

government. This strategic plan aimed to redefine the government's role, focusing on core 

functions while outsourcing non-core services to the private sector. 

Outsourcing, defined as the delegation of non-core functions to external service providers, has 

become a prevalent practice in Nigeria's business environment (Austin-Egole & Iheriohanma, 

2020). This phenomenon is particularly pronounced in sectors ranging from manufacturing to 

banking, reflecting its multifaceted influence on organizational operations. The Nigerian 

workforce has witnessed a paradigm shift in employment patterns, with outsourcing agencies 

assuming pivotal roles in staffing solutions (Onuoha, 2022). This shift has not only redefined 

the traditional employer-employee relationship but has also introduced new challenges and 

opportunities for both organizations and workers alike. Understanding the nuances of this 

evolving landscape is imperative for policymakers, businesses, and scholars to navigate its 

implications effectively. Against this backdrop, the researchers embark on a comprehensive 

exploration of the impact of outsourcing agencies on Nigeria's workforce. Drawing on a diverse 

array of scholarly contributions, ranging from empirical studies to theoretical frameworks, this 

analysis seeks to unravel the complexities underlying outsourcing dynamics and their 

ramifications for organizational efficiency, employee well-being, and broader socio-economic 

development. The literature reviewed involves a spectrum of perspectives, providing rich 

insights into the multifaceted dimensions of outsourcing in Nigeria. From examinations of its 

effects on organizational performance in the public and private sectors to investigations into its 

implications for employee commitment and productivity, these studies offer a nuanced 

understanding of the outsourcing phenomenon (Obikezie & Dike, 2023). 

One key theme that emerges from the literature is the tension between efficiency gains and 

socio-economic ramifications associated with outsourcing (Emeh et al., 2018). While 

proponents argue for its potential to streamline operations, reduce costs, and enhance 
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competitiveness, critics highlight concerns regarding job security, labor rights, and the erosion 

of traditional employment practices. Navigating this dichotomy requires a holistic assessment 

of outsourcing's impacts on various stakeholders, including businesses, employees, and society 

at large. Moreover, the literature underscored the importance of context-specific analyses in 

understanding the intricacies of outsourcing dynamics (Yakie & Tamunomiebi, 2020). 

Nigeria's unique socio-economic landscape, characterized by a diverse workforce, regulatory 

frameworks, and institutional challenges, necessitates tailored approaches to outsourcing 

governance and implementation.  

Conceptual Clarifications: Outsourcing and Workforce Development 

Outsourcing, as defined by Pang, Zhang and Jiang (2021), is the practice of engaging external 

suppliers through contractual relationships to perform specific tasks or manage entire segments 

of a company's value chain. This strategic approach allows organizations to focus on their core 

competencies while leveraging the specialized skills and resources of external partners. 

Outsourcing can involve domestic or international suppliers, offering companies flexibility, 

cost efficiencies, and access to global markets. According to Argento (2018), outsourcing refers 

to the strategic decision made by an organization to discontinue the internal production of 

goods or services and instead acquire them from external providers. This practice involves 

transferring the responsibility of a particular function or process to a third party, which can be 

located domestically or internationally. Outsourcing is often undertaken to reduce costs, 

improve efficiency, access specialized skills, or focus on core business activities. The 

outsourcing of industrial production has been a long-standing trend, but its expansion into the 

services sector is increasingly worrisome. This shift raises important questions about its impact 

on local economies, job markets, and the overall resilience of global supply chains (Sdiri & 

Ayadi, 2016). As companies continue to outsource, there is a growing need to evaluate the 

broader implications and develop strategies to address potential challenges. 

Outsourcing, a strategic business practice, involves acquiring semi-finished products, finished 

products, or services from an external entity, a departure from traditional in-house operations. 

The entity seeking these external resources is termed the "buyer," while the entity providing 

the specified services or products is referred to as the "vendor” (Virtual Latinos, 2024). This 

collaborative arrangement allows companies to focus on their core competencies, enhance 

efficiency, reduce costs, and tap into specialized expertise or resources not readily available 

internally. Through outsourcing, organizations can leverage global markets, streamline 

operations, and adapt swiftly to market fluctuations, thereby gaining a competitive edge in 

today's dynamic business landscape. It refers to the practice of contracting out business 

functions and processes to third-party providers. It involves delegating tasks or operations that 

were traditionally performed in-house to external vendors, who then assume responsibility for 

carrying out those activities. This can include a wide range of services, such as customer 

support, IT services, manufacturing, and more. Outsourcing is often done to reduce costs, 

improve efficiency, access specialized skills, and focus on core business activities. 

According to the Economic Times (2024), outsourcing refers to the strategic delegation of 

specific tasks or functions to external firms or entities. Basically, it involves outsourcing certain 

services that were traditionally handled in-house by an organization's human resources 

personnel to third-party providers, entrusting them with responsibilities such as recruitment, 

payroll management, benefits administration, and training, among others. The primary 

rationale behind outsourcing typically revolves around cost reduction and the enhancement of 
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overall profitability. By collaborating with external experts, companies can tap into specialized 

resources, streamline operations, optimize efficiency, and refocus on core business objectives. 

However, the practice of outsourcing is not without controversy, eliciting diverse viewpoints 

and debates in various countries. Critics argue that outsourcing contributes to the erosion of 

domestic employment opportunities, as jobs are often relocated to regions with lower labor 

costs. On the other hand, proponents contend that outsourcing enables businesses to allocate 

resources to areas where they can be deployed most efficiently, fostering competitiveness and 

innovation within the global business environment. The decision to outsource involves careful 

consideration of various factors, including economic conditions, market dynamics, and 

organizational goals. While outsourcing can yield significant benefits in terms of cost savings 

and operational flexibility, it also entails risks and challenges that must be managed effectively 

to ensure sustainable business growth and success. 

On the other hand, workforce development encompasses a comprehensive range of initiatives 

that extend beyond traditional postsecondary education and training, aiming to equip workers 

with the skills and support necessary to succeed in in-demand careers and good-paying jobs 

(Perez-Johnson & Holzer, 2021). This expansive approach includes a broad spectrum of 

programmes and services, such as postsecondary education and training, career counseling, 

job-search assistance, and wraparound support, all designed to help individuals prepare for, 

access, and thrive in rewarding careers. Additionally, workforce development involves efforts 

to align education and training programs with the evolving needs of employers, fostering 

partnerships and work-based learning opportunities to meet the changing demands of the labor 

market and promote economic mobility and prosperity for individuals and communities. 

According to Holland (2018), workforce development is a collaborative effort between public 

and private sectors to implement policies and programs that empower individuals with the 

skills, knowledge, and resources necessary to secure a sustainable livelihood. This endeavor 

also supports organizations in achieving their goals and objectives, while aligning with the 

broader societal context. Through workforce development, individuals can acquire the 

competencies and expertise needed to thrive in an ever-changing labor market, while 

organizations can build a skilled and agile workforce that drives innovation, productivity, and 

growth. By acknowledging the interdependence of individual and organizational success, 

workforce development fosters a prosperous and equitable society, where everyone has the 

opportunity to contribute and succeed. 

 

THEORETICAL FRAMEWORK 

For the purpose of this study, the researchers drew on systems theory as conceptualized by 

Ludwig von Bertalanffy, W. Ross Ashby, and George Bateson, who developed and applied it 

across various disciplines. Bertalanffy is widely acknowledged as the founder of General 

Systems Theory, which he pioneered in the 1940s. These pioneers laid the groundwork for 

Systems Theory, a multidisciplinary approach to understanding complex systems (Elujekwute, 

Umar, Danburam & Uwalaka, 2022). According to Elujekwute, Umar, Danburam and Uwalaka 

(2022), system theory views complex phenomena as interconnected systems with dynamic 

relationships between components. It analyzes how these components interact, influence each 

other, and impact the overall system. Nigeria's workforce development is the outcome of a 

complex system comprising various components, including outsourcing, economic conditions, 

education and training, government policies, labor market dynamics, and organizational 
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strategies. These components interact and influence each other, forming a dynamic system. 

Within this framework, the workforce ecosystem emerges as a complex system, where various 

elements interplay to shape outcomes. In this context, the core staff, contract staff, 

management, legal framework, and outsourcing agencies constitute integral components of this 

system. Each element plays a crucial role, none superior to the other. Their concerted effort is 

paramount in driving organizational goals forward.  

Recognizing the equal importance of both outsourced and permanent staff is crucial for 

maintaining a harmonious and productive workforce ecosystem. Both groups bring unique 

strengths and contributions to the organization, and their interdependence is essential for 

achieving common goals. Permanent staff possess in-depth knowledge of the organization, its 

culture, and its processes, allowing them to provide stability and continuity. They have a long-

term commitment to the organization and are invested in its success. Outsourced staff, on the 

other hand, bring fresh perspectives, specialized skills, and flexibility, enabling the 

organization to adapt to changing demands and stay competitive. Disregarding or belittling 

either group can have far-reaching consequences, leading to low morale and motivation among 

staff, poor communication and collaboration between teams, inefficient use of resources, high 

turnover rates, and ultimately, a weakened workforce ecosystem. Acknowledging and 

respecting the equal significance of both outsourced and permanent staff, organizations can 

foster a culture of inclusivity, trust, and cooperation, leading to a more cohesive and effective 

workforce, better equipped to navigate challenges and drive success. 

Systems theory offers a lens through which we can comprehend the interconnectedness of these 

components. It emphasizes the dynamic relationships and feedback loops inherent within the 

system. As outsourcing impacts education, training, and ultimately workforce development, 

the system responds, adapting to maintain equilibrium. Government policies serve as 

regulatory mechanisms, influencing the balance between outsourcing and workforce 

development. Meanwhile, organizational strategies act as mediators, shaping the impact of 

outsourcing within their specific contexts. 

Empirical Review of Related Literature 

The empirical literature reviewed focused on outsourcing in Nigeria, particularly in relation to 

organizational performance, employee commitment, and competitive advantage. Abioro, 

Sokefun and Attah (2017) discussed the changing nature of employer-employee relationships 

in Nigeria, with more organizations relying on outsourcing rather than direct employment. 

They identify challenges such as cost-saving motives and regulatory avoidance, but also note 

that outsourcing offers incentives like competitive advantages and access to specialized 

expertise. They recommend the enactment of employment legislation to protect employees. 

Emeh, Obara, Olise and Ichaba (2018) examined the evolution of Public Administration in 

Nigeria from a traditional model to a focus on efficiency and customer orientation, including 

through outsourcing. They suggest that outsourcing can enhance efficiency in Public 

Administration but note internal opposition to outsourcing. 

Another study conducted by Onuoha (2022) investigated the effect of outsourcing on 

organizational performance and employee commitment in banks in Owerri. The study finds 

that outsourcing positively affects organizational performance and that employees exhibit 

commitment despite the changing work trends. Recommendations include limiting outsourcing 

and enhancing capacity building. Austin-Egole and Iheriohanma (2020) studied outsourcing as 
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a strategy for organizational performance in two companies in Owerri. They find that 

outsourcing various activities positively affects organizational performance and recommend 

outsourcing as a strategy for improved performance. Obikezie and Dike (2023) examined the 

effects of Human Resource Management, Business Process Reengineering, and Information 

Communication Technology outsourcing on manufacturing firms in South-East Nigeria. They 

find that outsourcing positively affects competitive advantage, profitability, cost-effectiveness, 

and operational effectiveness of the selected firms. 

Essien and Bassey (2020) provided a panorama of outsourcing in commercial banks in Nigeria, 

highlighting its benefits such as cost reduction and improved service quality. However, they 

caution against negative impacts on labor relations. Yakie and Tamunomiebi (2020) offered a 

theoretical discussion on the relationship between outsourcing and organizational efficiency, 

supporting outsourcing as a strategic practice to enhance efficiency and competitiveness. 

Iheriohanma and Wokoma (2021) conceptually examined the relationship between 

outsourcing, competitive advantage, and organizational productivity. They find that 

outsourcing non-core activities can lead to competitive advantages and productivity gains, but 

caution about potential drawbacks such as organizational espionage. 

Outsourcing within Nigeria's Regulatory Frameworks 

The labor outsourcing and contract staffing landscape in Nigeria is currently experiencing a 

profound phase of scrutiny and transformation. This evolution is characterized by a delicate 

balance between established regulations and the interpretations provided by the judiciary 

regarding the categorization of employment arrangements. As the primary regulatory authority, 

the Federal Ministry of Labour has taken proactive steps by issuing sector-specific guidelines 

aimed at bringing clarity to the status of outsourced employees and contract staff. However, 

despite these concerted efforts, the National Industrial Court (NICN), entrusted with 

adjudicating labor disputes, has shown limited engagement with these guidelines. 

Consequently, this variance in interpretation has resulted in divergent classifications of the 

employment relationship, adding complexity and uncertainty to the labor market landscape in 

Nigeria. According to Templars Law (2022), in a typical outsourcing scenario, the intermediary 

company is regarded as the employer by the end user, whereas labor unions and employees 

often prefer to recognize the end user as their employer. To address this discrepancy, the 

Minister of Labour and Employment has issued sectoral guidelines for contract staffing and 

outsourcing, notably in the oil and gas and financial sectors. These guidelines affirm the 

practice of outsourcing non-core business functions and designate outsourced employees as 

employees of the intermediary contractors, rather than the end users. However, judicial 

pronouncements from the National Industrial Court of Nigeria (NICN) have taken a divergent 

approach. Relying on international best practices, the (NICN) has classified outsourcing as a 

tripartite arrangement, often treating the end user as the employer or co-employer. This judicial 

stance, influenced by the absence of specific legislation governing outsourcing in Nigeria, 

overlooks the subsidiary legislation provided by the Guidelines, which aim to protect the 

fundamental employment rights of workers.  
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Key Highlights of Employment Rights Protected Under the Guidelines 

1. Minimum wage: The establishment of a minimum wage for employees in the financial 

sector signifies a pivotal step towards ensuring fair compensation and equitable treatment 

within the industry. As outlined in the guidelines, this minimum wage is not arbitrarily set but 

rather determined through collaborative efforts involving key stakeholders such as industry 

representatives, labor unions, policymakers, and regulatory bodies. This collective approach 

ensures that the minimum wage reflects the dynamic nature of the financial sector, taking into 

account factors such as economic conditions, cost of living, and industry standards. Moreover, 

the provision for annual renewal underscores the commitment to adaptability and 

responsiveness to changing circumstances. By revisiting and potentially adjusting the 

minimum wage on an annual basis, stakeholders can address emerging challenges, promote 

sustainable growth, and uphold the principles of social justice and economic inclusivity. 

2. Entry requirements and career progression for non-permanent workers: In recognition 

of the valuable contributions made by non-permanent workers, initiatives have been 

implemented to ensure their access to career advancement and job stability. To achieve this, 

measures have been introduced to facilitate career progression within a relatively short time 

frame of 2-3 years from the commencement of employment. 

3. Unionization and collective bargaining: The Guidelines serve to fortify the foundational 

rights of workers to organize into unions, firmly prohibiting any attempts by employers to 

impede or curtail union membership. Furthermore, they establish a vital framework for the 

biennial collective bargaining process between trade unions and labor recruiters. This process 

is designed to ensure that negotiations include comprehensive provisions acknowledging the 

significance of collective bargaining and redundancy agreements. By upholding these 

principles, the Guidelines strive to foster fair and equitable working conditions while 

empowering workers to advocate for their rights collectively. 

4. Dispute resolution: Alternative dispute resolution mechanisms aim to provide avenues for 

resolving conflicts outside of traditional legal proceedings, encouraging parties to adhere to the 

guidelines outlined in the Trade Dispute Act of 2004 before considering industrial action. 

These mechanisms prioritize negotiation, mediation, and arbitration as means of reaching 

mutually acceptable solutions. Parties are urged to engage in constructive dialogue and seek 

resolution through established channels before resorting to strikes or other disruptive actions. 

Additionally, decisions rendered by official dispute resolution bodies established under 

statutory law are to be recognized and honored, fostering a culture of respect for the legal 

framework and promoting stability in labor relations. 

5. Disciplinary procedures: Disciplinary procedures within the organization are structured to 

uphold principles of fairness and due process. Central to these procedures is the guarantee of a 

fair hearing for all individuals involved, including non-permanent workers. Recognizing the 

importance of representation in such proceedings, non-permanent workers are entitled to have 

a representative present to advocate on their behalf. To further ensure impartiality and fairness, 

disciplinary committees are mandated to oversee these proceedings. These committees are 

tasked with meticulously evaluating each case, weighing evidence, and making decisions in 

accordance with established policies and guidelines. Importantly, these committees are 

composed of individuals who are knowledgeable about labor practices and rights, including 

representatives from labor recruiters and trade unions. This inclusion of diverse perspectives 
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helps to reinforce the integrity of the disciplinary process and ensures that the rights and 

interests of all parties involved are respected. By incorporating representation from labor 

recruiters and trade unions, the organization demonstrates its commitment to fostering a 

collaborative and equitable work environment where the voices of all stakeholders are heard 

and respected. 

6. Compliance with international labor standards requirements: This provision ensures 

that principal companies comply with international labor standards by prohibiting them from 

engaging with unlicensed contractors. Failure to comply with this requirement is considered an 

offense. Labour recruiters, who play a crucial role in the hiring process, must also adhere to 

relevant labor laws and International Labour Organization standards. Failure to do so may 

result in the termination of contracts. 

7. Job security and capacity building for contract staff: This provision aims to enhance job 

security and foster skill development among contract staff, especially in industries like oil and 

gas, banking sector. It emphasizes stability by urging contractors to offer job security and 

opportunities for growth. This could include provisions for absorption by new contractors and 

contract renewals contingent on performance evaluations. Ultimately, the goal is to provide a 

supportive environment for contract workers, ensuring continuity and professional 

development within the sector. These guidelines seek to create a structured approach for 

ensuring just and impartial labor standards within outsourcing agreements. By considering the 

needs of employers, employees, and regulatory bodies, they strive to strike a harmonious 

balance that fosters fairness and equality in the workplace. 

Optimizing Efficiency: The Forecasted Benefits of Outsourcing 

In today's fast-paced and fiercely competitive business environment, companies are perpetually 

on the lookout for methods to optimize their operations, trim expenses, and maintain a leading 

edge over rivals. Amid this quest for efficiency and innovation, outsourcing emerges as a focal 

point, representing the strategic practice of entrusting particular business tasks or functions to 

third-party service providers. This strategic maneuver is underpinned by a plethora of 

anticipated advantages.  

Outsourcing offers a promising avenue for cost reduction, hinging on the crucial selection of a 

vendor capable of executing the outsourced function with superior efficiency compared to the 

buyer's internal capabilities (Obikezie & Dike, 2023). By entrusting specialized tasks to 

external partners who possess advanced expertise and economies of scale, businesses can 

potentially streamline operations and allocate resources more effectively. This strategic 

approach not only fosters a focus on core competencies but also opens avenues for innovation 

and scalability, driving sustainable growth in a competitive market landscape. However, 

meticulous vendor selection, stringent performance monitoring, and robust contractual 

agreements are essential to mitigate risks and ensure optimal outcomes in the outsourcing 

journey. According to Saya (2023), outsourcing represents a compelling avenue for companies 

aiming to trim operational costs and fortify their financial foundations. By offloading non-core 

functions such as IT support, customer service, or manufacturing, businesses can tap into the 

advantages of economies of scale and capitalize on the cost-effectiveness of labor in offshore 

locations. This cost-saving strategy is underpinned by several key factors, including reduced 

infrastructure expenditures, access to specialized skills, and the ability to scale operations more 

efficiently (Sdiri & Ayadi, 2016). By reallocating resources to core activities and leveraging 
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external expertise, companies can unlock capital that can be reinvested in strategic initiatives 

or utilized to enhance shareholder value. 

Improved effectiveness is frequently a direct consequence of outsourcing, where tasks are 

delegated to experts in their respective fields, enabling businesses to concentrate on their core 

competencies. By partnering with the appropriate outsourcing entity, organizations can attain 

heightened levels of consistency, quality, and scalability in their operations. This, in turn, 

culminates in heightened profitability and facilitates sustained growth (Tetrick, 2023). 

Outsourcing allows businesses to leverage specialized skills and resources that may not be 

readily available in-house, thereby enhancing overall productivity and efficiency. Moreover, 

outsourcing can streamline processes, reduce overhead costs, and provide access to innovative 

technologies, further bolstering organizational performance (Obikezie & Dike, 2023). 

Additionally, outsourcing can offer strategic advantages such as access to global markets, 

round-the-clock operations, and flexibility to adapt to changing business environments swiftly. 

By harnessing the expertise and capabilities of external partners, businesses can navigate 

challenges more effectively and capitalize on emerging opportunities, positioning themselves 

for long-term success in today's dynamic marketplace. 

Outsourcing presents an invaluable opportunity for companies to leverage cutting-edge 

technology without shouldering the entire financial burden. This technological infusion notably 

enhances the automation of Human Resources (HR) functions, rendering outsourcing an 

increasingly attractive option (Obikezie & Dike, 2023). Innovations like self-service web-

based systems serve to enhance employee access to critical Human Resources information 

while simultaneously streamlining transactional processes, thereby significantly benefiting the 

Nigerian workforce. By entrusting HR operations to specialized external providers, companies 

can tap into the expertise and resources necessary to implement and maintain advanced 

technological solutions, all while focusing on their core competencies. This symbiotic 

relationship not only fosters operational efficiency within organizations but also fosters a 

conducive environment for business growth and innovation. Moreover, the adoption of 

outsourcing practices underscores a commitment to staying abreast of technological 

advancements, ultimately positioning companies to remain competitive in today's dynamic 

business landscape. Thus, outsourcing emerges as a strategic imperative for companies seeking 

to harness the full potential of technology in optimizing their HR functions and enhancing 

overall organizational performance. 

Negative Impacts of Outsourcing on Workers in Nigeria 

Outsourcing in Nigeria brings forth a myriad of adverse effects, exerting substantial influence 

on employees and the broader organizational ecosystem. These impacts permeate various 

facets of the workforce and operational dynamics, shaping the landscape of employment and 

business practices. 

One of the most pronounced negative ramifications of outsourcing in Nigeria is the pervasive 

issue of underpayment among workers. Outsourced personnel consistently find themselves on 

the receiving end of significantly lower wages compared to their counterparts in core positions. 

According to Essien and Bassey (2020), outsourced workers often receive low compensation 

compared to permanent staff, leading to dissatisfaction and resentment among the workforce. 

Severance packages for dismissed outsourced workers are often inadequate, further 

exacerbating financial hardships. This substantial disparity in pay not only exacerbates 
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financial instability but also cultivates an environment of diminished morale and discontent 

within the workforce. Enduring the daily struggles of making ends meet with inadequate 

compensation, these outsourced employees grapple with a profound sense of dissatisfaction 

with their employment conditions. Consequently, this discrepancy in wages undermines their 

motivation and commitment to their roles, adversely impacting their productivity and overall 

well-being. Moreover, the ripple effects of underpayment extend beyond the individual level, 

permeating through the organizational structure and contributing to a broader culture of 

inequity and dissatisfaction.  

The core and contract staff disparity in Nigerian organizations represents a significant divide 

within the workforce, manifesting in contrasting treatment and opportunities between core 

employees and contract staff. Core employees typically benefit from stable employment 

conditions, including job security, comprehensive benefits, and opportunities for career 

advancement. In contrast, contract staff often face precarious employment situations, lacking 

the same level of job security and benefits, and are frequently regarded as disposable resources 

rather than integral members of the team. Essien and Bassey (2020), and Suleman and Ogbette 

(2019) state that outsourced employees do not enjoy the same rights and privileges as 

permanent staff counterparts. They are often engaged as contract or casual workers and are not 

entitled to benefits such as overtime pay, regularization after a certain period, appropriate 

severance packages, or gratuity. They also do not have access to pension schemes, which 

violates labor laws and international labor conventions. This stark division exacerbates feelings 

of inequality and alienation among workers, creating a fractured organizational culture that 

impedes collaboration and teamwork. Despite possessing similar educational qualifications, 

core and contract staff face unequal treatment and opportunities within organizations. This 

disparity raises questions about fairness and meritocracy, as individuals with identical 

credentials are subjected to different employment conditions solely based on their contractual 

status. Core employees may perceive contract staff as temporary or inferior, leading to strained 

working relationships and a lack of cohesion within the workforce. Moreover, the uncertainty 

surrounding contract positions can undermine morale and productivity among contract staff, as 

they may feel undervalued and unsupported in their roles.  

Violation of workers' rights among outsourced employees is a complex issue that involves 

numerous fundamental rights crucial for their well-being and dignity in the workplace. These 

individuals often find themselves grappling with a lack of protection and support, leaving them 

vulnerable to various forms of exploitation and injustice (Essien & Bassey, 2020). Foremost 

among these violations is the right to organize and bargain collectively. Outsourced workers 

frequently encounter barriers that obstruct their ability to join or form unions, thereby depriving 

them of a collective voice in negotiating fair wages, benefits, and working conditions. Without 

the power of collective bargaining, they are left at the mercy of employers who may prioritize 

cost-cutting measures over their welfare. Furthermore, outsourced workers are often subjected 

to conditions reminiscent of slavery or bonded labor, where they endure coercive practices that 

restrict their freedom and autonomy. These oppressive circumstances can trap individuals in 

cycles of exploitation, with limited avenues for escape or recourse. Discrimination is another 

prevalent issue faced by outsourced employees, who often confront unequal treatment based 

on factors such as gender, race, ethnicity, or socioeconomic background. Such discrimination 

not only undermines their dignity but also perpetuates systemic inequalities within the 

workforce. The right not to be unfairly dismissed is frequently violated among outsourced 

workers, who often lack the legal protections afforded to regular employees. They are often 
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viewed as disposable assets, easily replaced without consideration for their livelihoods or well-

being. 

Suleman and Ogbette (2019) observed that outsourcing of labor in Nigeria has shown a 

concerning trend regarding the diminishing emotional attachment and decreased commitment 

among the workforce. This phenomenon is particularly evident among outsourced workers who 

lack the same level of stake in the organization as permanent employees. Unlike their 

counterparts, permanent employees often exhibit a deeper sense of commitment to their jobs, 

driven by their investment in the company's long-term success. The disparity in commitment 

levels between permanent employees and contract workers can have far-reaching consequences 

for organizational productivity and culture. Employees who feel a sense of ownership and 

belonging are more likely to go above and beyond in their roles, contributing positively to 

overall productivity. On the other hand, outsourced workers may feel disconnected from the 

organization's goals and values, leading to a lack of motivation and suboptimal performance. 

Moreover, the erosion of emotional attachment among outsourced workers can detrimentally 

affect organizational culture. A cohesive and positive workplace culture is often built on trust, 

collaboration, and shared values among employees. When a significant portion of the 

workforce feels disconnected or disengaged, it can disrupt this delicate balance and foster an 

environment of apathy or disunity. 

The decision to outsource operations to an international organization can have profound and 

adverse effects on the local economy and its residents, particularly in exacerbating the 

unemployment rate (Abdullahi & Sallau, 2019). When a company opts for outsourcing, it 

inevitably translates to local job vacancies being filled overseas, robbing the community of 

potential employment opportunities. Consequently, this contributes significantly to the 

escalation of the overall unemployment rate, compounding economic challenges for the region. 

Moreover, outsourcing can inflict lasting damage on the local labor market. The diminishing 

availability of job prospects within the community leaves workers grappling with the daunting 

task of securing employment, thereby precipitating financial hardships for both individuals and 

families alike. Furthermore, the inundation of cheaper foreign labor can precipitate a downward 

spiral in wages for local workers, exacerbating the struggle to sustain a decent standard of 

living. In essence, outsourcing poses a multifaceted threat to the local economy and its 

inhabitants. By depriving the community of viable employment options, it engenders a cycle 

of economic instability and social distress. As such, policymakers and stakeholders must 

carefully deliberate the long-term ramifications of outsourcing decisions, recognizing the 

imperative to safeguard the interests and well-being of local workers and communities amidst 

the complexities of a globalized economy. 

Outsourced workers in Nigeria often find themselves grappling with the specter of job 

insecurity, as they navigate a terrain filled with sudden terminations and layoffs, frequently 

devoid of the requisite notice or adequate compensation (Essien & Bassey, 2020). This 

unsettling reality underscores the precarious nature of their employment, leaving them 

vulnerable to the whims of the companies they serve. Compounding these challenges is the 

pervasive lack of transparency in the employment contracts forged between principal 

companies and the outsourcing vendors they engage. These agreements, shrouded in ambiguity 

and often skewed in favor of the contracting companies, leave outsourced workers in a 

precarious position, with little recourse in the face of adverse employment decisions. The 

absence of clear delineation of rights and responsibilities further exacerbates the vulnerability 

of outsourced workers, depriving them of essential protections and safeguards against arbitrary 
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dismissals or unjust treatment. Without adequate safeguards in place, these workers are left to 

navigate a precarious employment landscape, characterized by uncertainty and instability. 

Moreover, the opaque nature of employment arrangements between principal companies and 

outsourcing vendors fosters an environment conducive to exploitation, where the interests of 

outsourced workers are often relegated to the periphery in pursuit of profit and efficiency. This 

systemic lack of accountability perpetuates a cycle of insecurity and disenfranchisement, 

undermining the dignity and well-being of outsourced workers across Nigeria. 

 

CONCLUSION 

In examining the impact of outsourcing on Nigeria's workforce development, it is evident that 

the practice has both positive and negative implications. The empirical literature provides 

insights into various aspects of outsourcing, highlighting its potential benefits such as improved 

organizational performance, cost reduction, and access to specialized expertise. However, it 

also raises concerns about issues like underpayment, job insecurity, and violations of workers' 

rights. The review of related literature underscored the changing landscape of employment 

relationships in Nigeria, with outsourcing becoming increasingly prevalent across various 

sectors. While some studies emphasize the positive effects of outsourcing on organizational 

efficiency and competitive advantage, others caution against its potential negative impacts on 

labor relations and employee well-being. The discussion on Nigeria's regulatory frameworks 

revealed a complex landscape characterized by divergent interpretations of employment 

arrangements and limited engagement with sector-specific guidelines by judicial bodies. This 

variance adds uncertainty to the labor market and underscores the need for clearer regulations 

to protect the rights of outsourced workers. The employment rights protected under the 

guidelines aim to address key concerns such as minimum wage, career progression, 

unionization, dispute resolution, and compliance with international labor standards. However, 

the effectiveness of these protections may be limited by enforcement challenges and 

discrepancies between regulations and judicial interpretations. In terms of forecasted benefits, 

outsourcing is seen as a strategic practice for optimizing efficiency, reducing costs, and 

leveraging technological advancements. However, these benefits must be balanced against the 

negative impacts on workers, including underpayment, job insecurity, violations of rights, 

diminished commitment, and adverse effects on the local economy. 

 

RECOMMENDATIONS 

In accordance with the findings of this study, the following recommendations were suggested 

to address the challenges faced by outsourced workers and improve their working conditions: 

i. Government should ensure that labor laws are enforced to guarantee fair compensation 

and adequate severance packages for outsourced workers. Implement penalties for 

companies that violate these laws to serve as a deterrent. 

ii. Introduce policies within organizations to provide equal treatment and opportunities for 

both core and contract staff, including benefits like overtime pay, regularization, and 

access to pension schemes, regardless of contractual status. 
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iii.      Facilitate the formation of unions among outsourced workers to empower them to 

negotiate collectively for fair wages, benefits, and working conditions. Provide legal 

protection for union activities. 

iv. Enhance anti-discrimination laws and regulations to protect outsourced workers from 

unequal treatment. Enforce regulations to prevent unfair dismissals and provide legal 

recourse for wrongful termination.  

v. Develop strategies to foster emotional attachment and commitment among outsourced 

workers. This could include involving them in decision-making processes and 

recognizing their contributions. 

vi. Encourage investment in local industries and job creation initiatives to offset the adverse 

effects of outsourcing on the local economy. Provide incentives for companies to hire 

locally and support vocational training programs for local workers. 
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