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Abstract: 

Outsourcing is a Business Strategy. I is a good system for many Industry. Outsourcing has 

both advantages and disadvantages. This research was aimed to investigate major advantages and 

disadvantages of promoting outsourcing in flow of Business and Economics. The qualitative 

technique of small group discussion were utilized with sample group. The Finding revealed that the 

majority of respondense and group members agreed that the advantages include expertise, the 

ability and time to concentrate on case process, risk- sharing, and cost reduction such as recruitment 

costs and operatig costs. The disadvantages of using outsourcing including many hidden cost, lack 

of customer focus, lost of control, security and confidenfiality.  

Introduction: 

Today is globalisation time. Now, many companies do not have to produce everything on 

their own. But, many companies tries to give their best by one of the ideas of outsourcing. It is one 

of the best ideas that can do better, faster, cheaper and higher quality. Outsourcing is one of the 

successful business concept becomes an increasingly popular organization management strategy 

(Koszlwska 2004). According to Rohan Bhansali, co-founder and director of Gozoop, India’s 

largest independent digital agency, in order to stay competitive in business circuit, companies are 

increasingly depending on outsourcing ot make their operations more inexpensive. Outsourcing is 

nowadays the most popular business concept applied in many companies and many industries 

around the world (Sky & Stenbacka, 2003) 

Literature Review: 

Outsourcing is a process of contracting a business fuction to specialised agency. Yet, 

outsourcing has both advantages and disadvantages. In fact, Outsourcing can be defined as the 

operation of shifting a transaction to external supplier domestically or internationally with an 

external supplier domestically or internationally with a long term contract with good relationship 

between the two partners (Quelim & Duhamd, 2003). Outsourcing originated in America, the useful 

ideas spread to all over the world (Vining & Goberman, 1999). Asheley gave the definition of 

outsourcing as “the allocation of risk and responsibility for performing a function or service to 

another entity.” (Ashley E. 2008) In brief, outsourcing can be defined as the process of delegation 

of operations or jobs to the third party, who can do it better, cheaper and faster. Depending all the 

level of control over performance of outsourced function, outsourcing can be separated into internal 

and external types. Internal outsourcing is “Reallocation of functions is business system for saving 

control over its performance” and external outsourcing is “delegation of performance of separate or 

mutually related functions to external outsources” (Anikin BA, Ruday IL: 2009) 
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Positive And Negative Impact of Outsourcing: 

Positive Impact of outsourcing: The most significant advantages of outsourcing are cost 

saving, highly qualified Person, flexibility, risk-sharing, focus on core activities. First, Outsourcing 

in general is held towards one of the main goals as cost saving (Liao Kvi, Reategui LA, 2002) 

(Lacity MC, 2001) (Axelrod CW, 2004). Second, by outsourcing companies have the possibility to 

access to highly qualified personnel, who may not be available to the client organisation (MClvov 

R., 2005). Third, flexibility is the key reason for outsourcing for many companies. Forth, risk-

sharing is the most crucial factors determining the outcomes of a compaign is risk-analysis. 

Outsourcing certain components of many company is business process that help the organization to 

shift certain responsibilities to the outsourced vendor. Fifth, many researchers agree on the fact that 

by handling over noncore activities to a trusted third party, a company can concentrate on activities 

central to its value   proposition and increase its competitive postioning (Fan LL, Ramachandra S, 

Wu YH, Yeu Zn. 2006). (Lacity MC, Hirschlcim R. 1998) 

Negative impact of outsourcing: Main disadvantage of outsourcing is risk of exposing 

confidential data & technology, lost of control, many hidden cost, security and confidentiality; lack 

of customer focus. First, disadvantage related is risk of exposing confidential data and technology, 

whenever an organization outsources HR, Payroll and Recruitment services, it involves a risk if 

exposing confidential, company information as well as technology to a third party. Second, lost of 

control over the outsourced operations stems from the reason that managing external resources 

requires special skills which is a combination of the skills of people and process management, 

contract management and power negotiation. Third, the concept of outsourcing is cost-effective but 

at times the hidden costs involved in signing a contract while signing a contract across international 

boundaries may pose a seriour threat. Forth, almost every outsourcing contract has terms of security 

and confidentiality spelled out, but the execution and audit are always difficult. Fifth, an outsourced 

vendor may have to serve many companies and multiple organizations at a time. Therefore, they 

may lack a complete focus on your organization’s tasks and job assignment (Wongleedee, 2016). 

Conclusion: 

This suggested that organization recognise that the value of transformation improved 

processes, experienced counsel and transition play on the success of their outsourcing programs, 

through after too late. Outsourcing became one of the most widely used contemporary business 

practices. However, it has both advantages and disadvantages. Today’s desceiptive outsourcing 

environment is filled with opportunities to enhance innovation and market competitiveness for 

forward thinking organisation. And, disadvantage related to hidden costs can also find its 

theoretical background in transaction cost theory. Anyway, outsourcing as in any other business 

practise should be applied carefully in order to achieve its advantages and disadvantages. As you 

can see, 2019 will be an exciting year for outsourcing as new technology. 
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