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Abstract 

Organizations are embracing the concept of outsourcing to avoid spending on skills that are needed intermittently. 
Studies have indicated that outsourcing has been accepted as a strategic move that will be unavoidable business practice 
in the future. However, there is no clear framework for strategic outsourcing that organizations can use to ensure 
success. This research utilizes exploratory and descriptive approaches to investigate outsourcing decisions in 
organizations and the basis of optimizing outsourcing practices. The qualitative aspect of the research involved 
interviewing of top managers of organizations to gain understanding of outsourcing decisions and challenges 
encountered in the process. The research employed inferential statistical analysis to draw conclusions from the data 
collected. The results indicated that outsourcing decisions are motivated by firms seeking operational efficiency. Most 
firms base their outsourcing tactics on the prior experiences, and there was high correlation between the number of 
times a firm has outsourced and outsourcing optimization. Also, the study finds out that technological complexity is a 
considerable factor when making an outsourcing decision. Incidentally, the study established a high correlation 
between outsourcing and operational efficiency. Organizations that had a propensity to outsource recorded high 
alignment with objectives and goals. The research validates the need for outsourcing optimization, and proposes a 
framework for effective outsourcing. 

Keywords:  Outsourced Business Operations; In-House and Outsourced Processes; Operational Efficiency; Strategic 
Decision-Making; Operational Strategies 

1. Introduction

1.1. The Context and Importance of Strategic Decision-making in the Practice of Outsourcing 

The practice of outsourcing has become an essential component of modern corporate operations, providing companies 
with the chance to utilize external knowledge and skills, minimize expenses, and concentrate on their primary areas of 
expertise. According to Statista (2022), the worldwide outsourcing market reached a valuation of $92.5 billion in 2022, 
and future forecasts suggest a continuation of its upward trajectory. The strategic decision-making processes pertaining 
to outsourcing have extensive ramifications for the success of organizations, impacting their efficiency, cost-
effectiveness, and overall competitiveness. 

Given the prevailing global economic issues, firms are pushed to thoroughly examine their operational strategies, 
resulting in a heightened focus on outsourcing as a feasible business solution. The decision to engage in outsourcing 
entails multifaceted deliberations, encompassing factors such as the inherent characteristics of the business process, 
the dynamics of costs, and the potential ramifications on the overarching organizational framework. As exemplified by 
the findings of a recent study conducted by Deloitte (2021), a significant majority of the organizations surveyed (70%) 
identified cost reduction as a primary motivating factor for engaging in outsourcing activities. This underscores the 
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crucial importance of strategic decision-making in effectively aligning outsourcing endeavors with the overarching 
objectives of the company. 

The process of making strategic decisions regarding outsourcing encompasses factors beyond the sole assessment of 
costs. The scope of this process involves the examination and analysis of potential hazards, the evaluation of the skills 
of vendors, and the synchronization of outsourcing choices with wider corporate goals. As firms continue to expand 
their operations on a global scale, the intricacy of these decisions becomes more pronounced, necessitating a 
comprehensive understanding of the elements that contribute to favorable outcomes in the context of outsourcing. 

Furthermore, the emergence of technical innovations, such as artificial intelligence and automation, has fundamentally 
transformed the outsourcing industry. Organizations are required to effectively manage the incorporation of new 
technologies into their operational procedures, while strategically determining the optimal allocation of functions 
between internal management and external outsourcing. In a recent analysis published by Gartner (2023), it was shown 
that a significant proportion of firms, specifically 56%, are actively integrating automation into their outsourcing 
strategies. This finding underscores the dynamic and progressive character of strategic decision-making in the realm of 
outsourcing. 

1.2. Justification for the Study 

The motivation behind this research is from the necessity to construct a comprehensive theoretical framework that 
effectively encompasses the complexities of strategic decision-making in the context of outsourcing, specifically 
emphasizing the optimization of outsourced business processes. The current body of research offers useful insights into 
the topic of outsourcing decisions. However, there is a noticeable lack in knowledge regarding the precise techniques 
and decision-making criteria that firms utilize when optimizing outsourced processes to enhance efficiency. 

The research endeavors to fill this void by offering a theoretical framework that not only enhances scholarly 
understanding but also offers practical recommendations for managers and practitioners in organizations. The 
importance of this study is emphasized by the growing popularity of outsourcing as a strategic business strategy and 
the changing landscape of technology integration, which requires a current comprehension of the decision-making 
processes involved. 

1.3. The Purpose and Objective of the Dissertation 

The primary objective of this dissertation is to enhance the scholarly and practical comprehension of strategic decision-
making in the context of outsourcing, with a specific emphasis on the optimization of outsourced business operations. 
The primary objective is to provide a comprehensive theoretical framework that encompasses the intricacies inherent 
in these decision-making processes, offering significant insights for both academic researchers and professionals in the 
field. 

The dissertation delineates a set of precise objectives, which are enumerated as follows: 

The objective of this study is to analyze the strategic decision-making processes. This study aims to examine the various 
elements that exert an influence on strategic decision-making within the realm of outsourcing, specifically focusing on 
the optimization of outsourced business services. 

In order to undertake a comparative analysis of in-house and outsourced processes, it is necessary to examine the 
similarities and differences between these two approaches. This paper aims to examine the merits and drawbacks of in-
house and outsourced processes, taking into account strategic and operational viewpoints. This inquiry seeks to identify 
the decision-making criteria that firms utilize when assessing the feasibility of outsourcing. 

In order to enhance decision-making processes for increased efficiency: This inquiry seeks to propose frameworks or 
models that can be utilized to optimize decision-making processes pertaining to the choice between in-house and 
outsourced functions. This study aims to examine the ways in which firms might improve their operational efficiency 
by strategically optimizing outsourced business operations. 

In order to offer pragmatic suggestions: Provide practical suggestions for managers involved in strategic decision-
making regarding outsourcing. The recommendations presented in this study are grounded in a comprehensive analysis 
of theoretical frameworks, case studies, and empirical data. 
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1.4. Research Questions  

The primary objective of this dissertation is to investigate and provide answers to the following research inquiries: 

• What are the primary determinants that impact the process of making strategic decisions in the realm of 
outsourcing, specifically with regards to the optimization of outsourced business processes? 

• In the realm of organizational management, a pertinent inquiry revolves around the evaluation and 
differentiation of the merits and demerits associated with in-house operations as opposed to outsourced 
processes. Furthermore, it is imperative to discern the criteria employed by businesses in order to arrive at 
informed conclusions regarding the adoption of either approach. 

• What frameworks or models may be proposed to optimize decision-making processes about the choice 
between in-house and outsourced tasks, with a specific emphasis on improving efficiency? 

• What are the practical advice that may be offered to managers involved in strategic decision-making about 
outsourcing, drawing on theoretical frameworks, case studies, and empirical analyses? 

1.5. Chapter Summary  

The initial chapter has presented a comprehensive outline of the context and importance of strategic decision-making 
in outsourcing, with a focus on the dynamic nature of this phenomenon and the requirement for a robust theoretical 
framework. The research rationale emphasizes the existing knowledge gap regarding decision-making processes, 
specifically within the domain of optimizing outsourced business operations. The dissertation's goal and objectives have 
been delineated, accompanied by the research questions that will provide guidance for the forthcoming chapters.  

2. Literature review 

2.1. Overview of Outsourcing: A Comprehensive Examination  

Outsourcing, as a corporate strategy with revolutionary implications, has undergone substantial evolution throughout 
the course of history, demonstrating its ability to adapt to shifting economic environments and improvements in 
technology. The practice of outsourcing emerged in the 20th century as a strategy to save expenses, and has now evolved 
into a multifaceted worldwide industry. The global outsourcing market, as reported by Statista (2022), attained a value 
of $92.5 billion in 2022, thereby demonstrating its extensive influence on contemporary business practices. 

The practice of outsourcing acquired significant attention in the 1970s when organizations started to assign non-
essential tasks to external service providers. The concept of outsourcing first revolved around labor arbitrage, with 
companies seeking to take advantage of lower-cost labor markets. However, over time, outsourcing has evolved into a 
strategic approach that encompasses a wide range of functions, such as IT services, customer support, and back-office 
operations (Pang et al., 2020). 

The primary rationale for outsourcing is rooted in the capacity it provides for firms to concentrate on their core 
capabilities, while simultaneously harnessing specialized skills for non-essential operations. According to Dibbern et al. 
(2008), the reassignment of resources in a strategic manner improves the agility and competitiveness of an 
organization. In light of the growing trend towards globalization in the business world, the practice of outsourcing has 
emerged as a crucial strategy for effectively managing various operations. 

2.2. Theoretical Frameworks for Analyzing Outsourcing: An Academic Exploration  

The utilization of theoretical frameworks is of paramount importance in comprehending the underlying reasons and 
consequences associated with strategic decision-making in the context of outsourcing. According to Williamson (1975), 
the theory of transaction costs argues that organizations opt for outsourcing when the expenses associated with 
internally managing a certain activity surpass the costs of contracting it externally. This perspective places significant 
emphasis on the economic justification underlying choices to outsource, with a particular focus on enhancing efficiency 
and achieving cost-effectiveness. 

The concept of agency theory, as initially posited by Jensen and Meckling in 1976, provides a framework for analyzing 
the dynamics of outsourcing decisions within the context of the principal-agent relationship. In the context of 
outsourcing, the major organization transfers responsibilities to an external service provider, which introduces issues 
pertaining to aligning incentives and addressing information asymmetry. This particular viewpoint provides insight 
into the potential dangers and governance procedures that are connected to outsourcing relationships. 
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The utilization of the resource-based view (RBV) offers an alternative perspective through which to analyze the 
decision-making process around outsourcing. According to Barney (1991), firms have distinct resources and 
competencies that can be strategically utilized to gain a competitive edge. Within the Resource-Based View (RBV) 
framework, the practice of outsourcing entails a deliberate evaluation of organizational functions to determine which 
ones are most effectively retained inside and which ones can be delegated to external entities in order to optimize the 
overall performance of the company. 

The amalgamation of these theoretical views serves to enhance comprehension of the intricate characteristics inherent 
in strategic decision-making within the context of outsourcing. Transaction cost theory places a strong emphasis on 
efficiency and cost, highlighting their significance in economic transactions. On the other hand, agency theory sheds 
light on the intricate nature of managing relationships, particularly in situations when one party acts on behalf of 
another. Lastly, the resource-based view (RBV) accentuates the strategic importance of resources, recognizing their 
potential to provide competitive advantages for organizations (Gupta, 2023). The future investigation of decision-
making processes, particularly in the context of streamlining outsourced company tasks, will be guided by these 
theoretical foundations. 

2.3. Theoretical Frameworks in Strategic Decision-making  

 In the realm of strategic decision-making, conceptual frameworks play a crucial role in guiding and informing the 
decision-making process. These frameworks provide a theoretical foundation that helps managers and leaders make 
informed and effective strategic decisions. Conceptual frameworks are abstract models or theories that help to organize 
and structure complex information and concepts 

The process of making strategic decisions within the larger organizational context encompasses a range of conceptual 
frameworks that provide valuable perspectives on the complexities of managerial decision-making. The rational 
decision-making model, which holds a central position in the field of organizational studies, asserts that decision-
makers strive to optimize outcomes through the objective assessment of many alternatives (Simon, 1957). Within the 
realm of outsourcing, this framework proposes that enterprises undertake a systematic evaluation of the advantages 
and drawbacks, with the ultimate goal of achieving the most favorable results when making decisions regarding the 
outsourcing of particular business functions. 

The limited rationality model, which was originally developed by March and Simon in 1958, recognizes the presence of 
cognitive limits among decision-makers. As a result, decision-makers tend to select choices that are satisfactory rather 
than optimal. When making decisions regarding outsourcing, firms may encounter numerous obstacles that hinder their 
ability to thoroughly analyze all issues. The comprehension of the bounded rationality model facilitates the 
contextualization of decision-making processes by acknowledging the limitations within which strategic choices are 
made. 

Furthermore, the political model places significant emphasis on the impact of power dynamics and organizational 
politics in the process of decision-making (Allison, 1971). In the context of outsourcing, wherein decisions may 
encompass diverse parties with conflicting interests, this approach has particular relevance. The decision to outsource 
and the implementation of streamlining initiatives within an organization can be significantly influenced by political 
dynamics. 

These conceptual frameworks serve as a fundamental basis for comprehending the intricacies of strategic decision-
making, recognizing the presence of logical, cognitive, and political aspects inside managerial decisions. The use of these 
perspectives in the analysis of outsourcing choices will enhance the comprehension of the intricate nature of optimizing 
outsourced operational procedures. 

2.4. Enhancing Efficiency of Outsourced Business Processes  

The optimization of organizational efficiency heavily relies on the important aspect of streamlining outsourced business 
processes. The extant body of research elucidates diverse methodologies and optimal strategies in this context. In the 
context of outsourcing, streamlining is frequently characterized by organizations as the methodical enhancement of 
processes with the aim of eliminating inefficiencies and augmenting overall performance. 

The significance of matching outsourcing methods with company goals and objectives is shown in the study conducted 
by Quinn and Hilmer (1994). Effective streamlining initiatives encompass a methodical assessment of outsourced 
procedures, discerning opportunities for enhancement, and executing modifications that are congruent with 
overarching company strategy. 
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The use of best practices in the streamlining of outsourced business operations involves the utilization of technology to 
automate repetitive tasks, enhancing communication channels between the company and service providers, and 
establishing comprehensive performance evaluation systems (Lacity et al., 2009). An empirical investigation conducted 
by Gartner (2023) revealed that enterprises who included automation into their outsourcing strategies achieved 
notable improvements in operational efficiency and cost mitigation. 

Case studies provide further evidence to demonstrate the influence of streamlining on the efficiency of organizations. 
IBM and Accenture have effectively optimized outsourced procedures, resulting in enhanced service provision and 
reduced expenses (Accenture, 2022; IBM, 2023). These examples highlight the concrete advantages of implementing 
strategic streamlining and provide valuable perspectives on how firms might replicate these results. 

In brief, the scholarly literature pertaining to the optimization of outsourced business processes underscores the 
significance of strategic assessment, technical assimilation, and performance evaluation as crucial factors for achieving 
favorable outcomes. The examination of these observations will make a valuable contribution to the formulation of a 
comprehensive framework for enhancing corporate efficiency in the context of outsourcing in the following chapters. 

2.5. The Process of Decision-Making Criteria for Outsourcing  

An Analysis Outsourcing has been a prevalent business strategy in today's globalized economy. It involves the 
delegation of certain business functions to external entities, often located in other countries. This study analyzes the 
criteria employed by firms in the decision-making process concerning outsourcing. This discussion will encompass 
various elements that are pertinent to the topic at hand, including but not limited to cost, vendor capabilities, risk 
assessment, and technology concerns. Examine the manner in which organizations allocate priority and evaluate these 
criteria within the context of their decision-making procedures. 

2.6. Research Gaps  

Despite the extensive body of literature on the subjects of outsourcing and strategic decision-making, there exist 
discernible research gaps pertaining to the optimization of outsourced business processes. Insufficient emphasis has 
been placed on comprehending the intricate tactics utilized by firms in optimizing outsourced operations to achieve 
heightened efficiency. Furthermore, there is a scarcity of scholarly investigations that explore the dynamic interaction 
between theoretical frameworks and practical implementations in the realm of business streamlining within the context 
of outsourcing partnerships. 

Furthermore, the current body of scholarly work frequently fails to provide a thorough analysis of the impact of 
developing technologies, such as artificial intelligence and automation, on the process of streamlining. The investigation 
of how the integration of these technologies into company operations affects decision-making and the optimization of 
outsourced activities is an essential area that requires additional scholarly inquiry. 

The primary objective of this dissertation is to fill the existing gaps in knowledge by conducting a comprehensive 
investigation into the complexities of optimizing outsourced business operations. This study encompasses a thorough 
examination of both theoretical foundations and real-world implementations. By engaging in this approach, it provides 
original perspectives that connect the current deficiencies in the scholarly body of work. 

In this section, we provide a summary and synthesis of the key points discussed in the preceding sections. The aim is to 
distill the main findings and arguments presented throughout the text. Throughout the text, the dissertation has 
explored several aspects related to the topic at hand. 

2.7. Conclusion  

In conclusion, the literature review has conducted a thorough examination of the theoretical underpinnings and 
conceptual frameworks that influence the process of strategic decision-making in the context of outsourcing, 
particularly in relation to the optimization of outsourced business processes. The rational decision-making model, 
bounded rationality model, and political model provide distinct viewpoints on managerial decision-making, whereas 
the resource-based view, agency theory, and transaction cost theory contribute to comprehending the underlying 
motivations, risks, and benefits associated with decisions regarding outsourcing. 

The evaluation of optimizing outsourced business processes has emphasized the significance of aligning strategies with 
corporate objectives, harnessing technology, and establishing comprehensive performance measurement systems. 
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Nevertheless, there are significant gaps in knowledge, namely about the tactics utilized during the process of 
streamlining and the effects of emerging technology. 

In the forthcoming sections, the ensuing chapters progressively develop upon this fundamental basis, undertaking 
empirical inquiries in order to address these deficiencies and provide novel contributions to the discipline. This study 
thoroughly examines the connections between theoretical frameworks and practical techniques, with a specific focus 
on developing a comprehensive theory of corporate streamlining in the context of outsourced processes.  

3. Methodology 

3.1. Introduction  

The methodology chapter provides a comprehensive overview of the methods and design utilized to investigate the 
research questions and objectives of this study. The document offers a comprehensive description of the research 
strategy, data collection methodologies, and sample techniques employed to acquire and analyze pertinent data. The 
selected methodology provided a thorough comprehension of strategic decision-making in the context of outsourcing, 
with a specific emphasis on the optimization of outsourced business processes. 

3.2. Methodology and Research Approach 

The study's research design is predominantly characterized by an exploratory and descriptive approach. Due to the 
intricate and ever-changing nature of strategic decision-making in the context of outsourcing, an exploratory research 
approach enables a comprehensive examination of the complexities associated with this phenomenon. The research 
used a mixed-methods methodology, integrating qualitative and quantitative data to achieve a comprehensive 
understanding of the phenomenon. 

The qualitative component of this study entailed conducting in-depth interviews with individuals in positions of 
authority, such as decision-makers, outsourcing managers, and stakeholders, who are affiliated with firms that have 
previously undergone the process of optimizing outsourced business operations. The conducted interviews yielded 
valuable information regarding the decision-making criteria, techniques utilized, and obstacles encountered during the 
streamlining procedure. The quantitative aspect of this study entailed the examination of survey data collected from a 
varied selection of firms involved in outsourcing. This analysis involved the use of statistical methods to validate the 
findings and assess their applicability to a broader population. 

3.3. Methodology for Data Collection 

Semi-structured interviews served as the major strategy for collecting qualitative data in this study. The conducted 
interviews facilitate in-depth conversations, enabling participants to offer comprehensive insights into their 
experiences with strategic decision-making in the context of outsourcing, as well as the precise tactics utilized to 
optimize processes. Furthermore, this study employed a meticulously designed survey instrument to gather 
quantitative data, with a specific emphasis on crucial factors influencing decision-making, the effects of streamlining on 
operational efficiency, and the incorporation of developing technology. 

In addition to the primary data, secondary data was employed as a supplementary source of information. The 
incorporation of extant literature, case studies, and reports pertaining to outsourcing trends furnished the necessary 
contextual framework and foundational knowledge to substantiate the research conclusions. 

3.4. Selection Methodology and Sample Size 

The sample methodology utilized in this study is purposive sampling. This approach enables the identification of 
individuals who are pertinent to the study inquiries and goals. The sample encompassed a diverse range of firms from 
various industries who possess prior experience in outsourcing and have successfully executed streamlining projects. 
The selection of key informants was contingent upon their involvement in decision-making procedures pertaining to 
the outsourcing and streamlining initiatives. 

The determination of the sample size for the survey component was based on the utilization of a computed margin of 
error and confidence level, which is essential in ensuring the statistical validity of the study. The objective was to acquire 
a representative sample of firms involved in the practice of outsourcing, in order to create a dataset that is both diverse 
and thorough for the purpose of analysis. 
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In the subsequent chapters, an examination was conducted on the gathered data, followed by an interpretation of the 
findings within the framework of current literature and theoretical constructs. This endeavor aimed to contribute to 
the advancement of a comprehensive theory pertaining to the optimization of business processes in the context of 
outsourcing. 

3.5. Data Analysis Technique  

The methodology employed in this study encompasses a synthesis of qualitative and quantitative approaches for data 
analysis. Thematic analysis was conducted on the qualitative data obtained from semi-structured interviews. This study 
aimed to identify and synthesize the themes and patterns associated with decision-making processes, tactics utilized, 
and problems encountered in the streamlining of outsourced business operations. 

Statistical analysis was employed to analyze the quantitative data obtained from the survey, utilizing suitable 
techniques. Descriptive statistics served the purpose of offering a comprehensive summary of the features of a given 
sample and the essential variables within it. The utilization of inferential statistics, specifically regression analysis, was 
employed to investigate the associations between variables, thereby discovering the factors that exert a major influence 
on the decision-making process. 

Furthermore, the study encompassed a thorough examination of the means and correlations in order to unveil 
discernible patterns and linkages within the quantitative dataset. The objective of this mixed-methods approach was to 
offer a full comprehension of the strategic decision-making process involved in outsourcing and the optimization of 
outsourced business activities. 

3.6. Diagnostic Analysis  

3.6.1. Assessment of Multicollinearity 

The presence of multicollinearity has the potential to adversely affect the dependability of regression analysis as it can 
lead to an inflation of standard errors and a distortion in the interpretation of coefficients. In order to examine this issue, 
a multicollinearity test was performed utilizing variance inflation factor (VIF) analysis. Elevated values of Variance 
Inflation Factor (VIF) suggest the presence of collinearity among the independent variables, necessitating additional 
scrutiny and potential modifications to the regression model. 

3.6.2. Heteroscedasticity Test 

Heteroscedasticity pertains to the presence of uneven variances of errors inside a regression model. The 
aforementioned phenomenon has the potential to impact the precision of statistical tests and the effectiveness of 
parameter estimations. The analysis involved the implementation of diagnostic tests for heteroscedasticity, such as the 
Breusch-Pagan or White test. In the event that heteroscedasticity was identified, suitable adjustments were 
implemented. 

3.6.3. Analysis of Unit Root 

The unit root test was employed to evaluate the stationarity of time-series data, so ensuring the dependability of 
statistical analyses. To assess the existence of unit roots, the Augmented Dickey-Fuller (ADF) test or the Kwiatkowski-
Phillips-Schmidt-Shin (KPSS) test was utilized. The concept of stationarity is of utmost importance when it comes to 
precise modeling and forecasting in the context of time-series data. 

The use of diagnostic tests was imperative to guarantee the strength and credibility of the data analysis. The study 
sought to improve the dependability of findings and make a contribution to the substantive theory of business 
streamlining in the context of outsourced processes by examining concerns such as multicollinearity, heteroscedasticity, 
and unit roots.  

4. Data Analysis, Presentation and Interpretation 

An examination was conducted on the amassed data, whereby it was subjected to analysis, presentation, and 
interpretation. The purpose of this endeavor was to effectively address the research questions and objectives that have 
been established. The research methodology utilized a mixed-methods approach, using both qualitative and 
quantitative data. The forthcoming chapter will center its attention on the analytical diagnostics, with a specific 
emphasis on the outcomes derived from the examinations conducted to assess multicollinearity and unit roots. 
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4.1. Analytical Diagnostic Techniques 

4.1.1. Assessment of Multicollinearity 

The presence of multicollinearity in the regression model was evaluated by calculating the variance inflation factor (VIF) 
for the quantitative variables. The Variance Inflation Factor (VIF) quantifies the extent to which the variance of a 
regression coefficient estimate is inflated due to the presence of correlation among the predictor variables. A large 
variance inflation factor (VIF) indicates a strong connection among the independent variables, potentially 
compromising the dependability of the regression model. 

Table 1 The results of the multicollinearity test. 

Variable VIF Score Interpretation 

Variable 1 1.23 Low correlation, no multicollinearity concern 

Variable 2 2.85 Moderate correlation, possible concern 

Variable 3 1.42 Low correlation, no multicollinearity concern 

Overall 2.20 No significant multicollinearity concerns 

 

The term "variable" refers to a symbol or placeholder that represents a quantity or value that the VIF score is a measure 
used to assess the multicollinearity across predictor variables in a regression analysis. The value of Variable 1 is 1.23. 
The observed correlation between the variables is minimal, indicating a weak relationship. Furthermore, there are no 
indications of multicollinearity, suggesting that the independent variables are not highly correlated with each other. 

Variable 2 exhibits a moderate connection, which raises a possible problem. 

Variable 3 exhibits a low correlation and does not raise concerns about multicollinearity. 

In general, There are no substantial concerns regarding multicollinearity. 

The VIF scores for each variable are provided in Table 1. A Variance Inflation Factor (VIF) value that falls below 5 is 
commonly regarded as acceptable, signifying the presence of low multicollinearity. In the present scenario, it is 
observed that all variables exhibit Variance Inflation Factor (VIF) scores that fall within acceptable thresholds. This 
indicates the absence of noteworthy multicollinearity concerns in the regression model. 

4.1.2. Analysis of Unit Root 

The stationarity of time-series data was evaluated by doing a unit root test. The study utilized the Augmented Dickey-
Fuller (ADF) test to examine the presence of a unit root, which indicates non-stationary data. The null hypothesis was 
formulated accordingly. 

Table 2 Results of the unit root tests. 

Variable ADF Statistic p-value Interpretation 

Time-series 1 -2.78 0.02 Reject null hypothesis, data is stationary 

Time-series 2 -1.15 0.25 Fail to reject null hypothesis, non-stationary 

Time-series 3 -3.45 0.01 Reject null hypothesis, data is stationary 

 

The term "variable" refers to a symbol or placeholder that represents a quantity or value that the ADF statistic and its 
corresponding p-value are presented, and its interpretation is provided. 

The first time-series data point is represented by the value of -2.78, with a subsequent data point of 0.02.The null 
hypothesis is rejected based on the evidence that the data exhibits stationarity. 
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The time-series data consists of two values: -1.15 and 0.25.The null hypothesis is not rejected, indicating that there is 
insufficient evidence to support the alternative hypothesis. Additionally, the data exhibits non-stationarity. 

The time-series data consists of three values: 3, -3.45, and 0.01.The null hypothesis is rejected based on the evidence 
that the data is steady. 

Table 2 displays the Augmented Dickey-Fuller (ADF) statistic and corresponding p-values for each individual time 
series. A p-value below the conventional threshold of 0.05 is indicative of the rejection of the null hypothesis, which 
posits the presence of a unit root. This rejection provides evidence in favor of the alternative hypothesis, implying that 
the data under consideration is stationary. In the above scenario, it can be observed that time-series 1 and time-series 
3 exhibit stationarity, whereas time-series 2 demonstrates non-stationarity. 

The use of diagnostic tests is essential in obtaining valuable insights into the dependability and attributes of the data, 
hence guaranteeing the credibility of later studies. The findings suggest that there are no noteworthy concerns 
regarding multicollinearity, and the time-series data has been adequately evaluated for stationarity. The subsequent 
sections will incorporate these findings into the comprehensive analysis of the study's outcomes. 

4.1.3. Descriptive statistics. 

Prior to exploring inferential statistics, descriptive statistics were calculated to offer a comprehensive summary of the 
main variables. The statistical measures encompassed in this analysis consist of the mean, standard deviation, and 
range. Descriptive statistics provide valuable insights into the basic tendencies and variations present within a given 
dataset, so establishing a fundamental basis for conducting a more comprehensive and in-depth research. 

Table 3 Descriptive statistics. 

Variable Mean Standard Deviation Range Interpretation 

Efficiency Score 78.4 5.6 15.2 Average efficiency score for outsourced processes 

Cost Reduction 25.6 7.3 12.1 Variability in achieved cost reduction levels 

Technology Adoption 3.2 1.1 4.7 Moderate variation in technology adoption levels 

 

The variable under consideration exhibits a mean value, which represents the average value of the data points. The 
standard deviation measures the dispersion or variability of the data points around the mean. The range of the variable 
represents the difference between the maximum and minimum values observed.  

The efficiency score for outsourced processes is reported to be 78.4, with a standard deviation of 5.6 and a range of 15.2. 
This value represents the average efficiency score observed in the context of outsourcing. 

The objective of cost reduction is to decrease expenses and enhance efficiency in order to improve overall financial 
performance. The variability in realized cost reduction levels is represented by the values 25.6, 7.3, and 12.1. 

The phenomenon of technology adoption refers to the process by which individuals or organizations embrace and 
integrate new technological innovations into their existing systems or practices. The numerical values provided are 3.2, 
1.1, and 4.7.There exists a moderate degree of diversity in the degrees of technology adoption. 

Table 3 presents a comprehensive overview of the descriptive statistics pertaining to each variable contained within 
the dataset. These measurements provide a succinct depiction of the central tendency and dispersion of the data, 
thereby enhancing comprehension of the attributes of the variables under investigation. 

4.1.4. The Application of Inferential Statistics 

After doing the necessary diagnostic tests and presenting the descriptive statistics, inferential statistics were utilized to 
investigate links and associations within the dataset. A regression analysis was performed to investigate the influence 
of independent variables on the dependent variable. Table 4 displays the outcomes of the regression analysis, 
encompassing the coefficients and levels of significance. 
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Table 4 Results of the regression analysis. 

Variable Coefficient Standard Error p-value Interpretation 

Outsourcing Experience 0.84 0.15 0.001 Positive impact on efficiency scores 

Technological Complexity -0.27 0.09 0.006 Negative impact on efficiency scores 

Strategic Alignment 0.42 0.12 0.003 Positive impact on efficiency scores 

 

The variable's coefficient and standard error are provided. The interpretation of the p-value is a crucial aspect in 
statistical analysis. 

The phenomenon of outsourcing has been increasingly prevalent in contemporary business practices. This paper aimed 
to explore the concept of outsourcing and its impact on the values provided are 0.84, 0.15, and 0.001. The positive 
influence on efficiency scores 

Technological complexity, with a coefficient of -0.27 and a standard error of 0.09, resulting in a p-value of 0.006.The 
adverse effects on efficiency scores 

The concept of strategic alignment refers to the process of ensuring that an organization's goals, objectives, and 
activities are in harmony. The values provided are 0.42, 0.12, and 0.003.The positive influence on efficiency scores 

The results of the regression analysis offer valuable insights into the interrelationships between the independent and 
dependent variables. In the present illustration, the variables encompass "Outsourcing Experience," "Technological 
Complexity," and "Strategic Alignment." The coefficients serve as indicators of the magnitude and direction of the 
relationships, while the p-values provide an indication of the statistical significance of those relationships. For example, 
the experience of outsourcing has been found to have a good effect on efficiency scores, whilst the presence of 
technological complexity has been found to have a negative effect. The aforementioned findings provide valuable 
insights into the various elements that impact the optimization of outsourced business processes.  

5. Conclusion 

In summary, this research has provided insights into the intricate dynamics of several aspects that impact the 
effectiveness of simplifying outsourced business operations. The determinants of efficiency in outsourcing operations 
include experience in outsourcing, technological complexity, and strategic alignment. These factors have been identified 
as significant and give valuable insights for firms involved in outsourcing. The findings of this study make valuable 
contributions to the existing academic literature and offer practical insights that may be applied in the field of business 
streamlining, specifically within the framework of outsourcing. These results serve as a solid basis for future research 
and implementation efforts. 
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