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ABSTRACT 
 
HR outsourcing has led to many challenges; one of them is higher turnover 
intentions. The bigger challenge is to find out how outsourcing contributes to 
turnover intentions. For this we proposed a theoretical framework identifying the 
role of different factors contributing to this relationship. We proposed that HR 
outsourcing decreases motivation among employees and also affect their Job 
Satisfaction, it further leads to strained Employee Relation as well as lower 
Commitment among employees. We also hypothesized that employees’ with 
higher Qualification and Experience have more profound effect on outsourcing and 
turnover nexus. The empirical validity was established by conducting a survey 
using close ended adopted questionnaire gathered from 200 employees working 
in different sectors of Pakistan. Data was analyzed using Confirmatory factor 
analysis and structured equation modeling. The result fully supported our theory 
and showed that the human resource outsourcing increases the employee’s 
turnover intentions through mediatory role of Motivation, Job Satisfaction, 
Employee Relation, and Organizational Commitment. We also found a significant 
complementary effect of Qualification and Experience on outsourcing turnover 
relationship. However, the effect of Qualification on performance was not 
substantiated. From a practical standpoint, the results may guide the development 
of human resource management policies and practices aligned with the reality and 
the needs of outsourced employees, thus fostering their motivation, job 
satisfaction, employee relation, organizational commitment, performances and 
reducing turnover intentions. This is a novel attempt to combine these diverse 
factors into a structural model in order to better assess the outsourcing turnover 
relationship. Moreover, on empirical side, no such study was undertaken in 
Pakistani context.  
 
Key words: Human resource outsourcing, motivation, job satisfaction, employee 
relation, organizational commitment, turnover intentions, employee performance. 

 
 
 
INTRODUCTION 
 
Background to the study 
 
Regardless of size, sector, and level of internationalization, 
business players encounter the necessity to continuously 
innovate to survive, maintain competitive positions and 
grow. Organizations utilize diverse alternatives in an 

attempt to adjust to the rapidly changing external 
environment, outperform competitors and achieve strategic 
objectives. For several years now outsourcing has been part 
of the market by which organizations divest the 
management of some activities to external partners to focus 
on core activities immediately connected with the strategic  
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objectives. In the age of cost-consciousness of the 20th and 
21st centuries, the business model of the extensively 
internalized, vertically structured enterprises has not been 
proven to be sufficient to respond to market demands and 
organizations seek outside support. This support was 
mostly in the form of partnerships, mergers, alliances and 
joint ventures that created hybrid organizations whereby 
outsourcing deals regained prevalence again (Kakabadse, 
2002). Outsourcing is a broadly used action across the 
globe: many businesses opt for this solution to supplement, 
replace, broaden or reduce their operations. 

There is no agreement about whether Human resource 
outsourcing (HRO) as a market trend is appropriate or not. 
There are pros and cons. The main arguments supporting 
outsourcing underscore the variety of benefits it can offer 
companies utilizing it such as cost savings, gaining access to 
further expertise or freeing up capabilities internally to 
focus on core competencies (Marchington, 2008). There are 
similarly several warnings about the potential drawbacks 
of outsourcing because the benefits may not be so obvious 
and there are substantial financial consequences; this 
regards both explicit and implicit costs such as money, 
time, effort and lost know-how that could counterbalance 
gains. Not surprisingly, the same authors who reported its 
benefits warn about the limitations and this issue justifies 
the argument of Klaas (2001) that outsourcing is extremely 
complex. Some of the examples are: First, many client 
organizations pay a lower salary to outsourced employees 
than in-house employees. As there is a provision that the 
outsourced employees will receive compensation from the 
outsourced firms; sometimes, the organization where they 
work do not pay any incentives or bonuses properly. 
Second, alike poor salary structure identity crisis is another 
negative consequence of outsourcing of recruitment 
process. Outsourced employees cannot consider 
themselves as the employees of client organization though 
they work in the premises of the organization. They are 
always treated as the employees of the third party. Third, a 
large pool of candidates is outsourced as care line 
representatives in different call centers and telecom 
companies. They joined the companies as contractual 
employees with a duration of 3 to 6 months; most of the 
cases such contract never ends, it just extends. The 
securities of such jobs are very low. Moreover, if the 
organizations face any financial crisis, contractual 
employees suffer most. Employee layoff has become a 
common issue in our country because of the availability of 
outsourced employees at a lower cost. 

As the service has not yet entered the maturity level, 
most of the challenges are generated through poor 
policymaking. Managing outsourced people can give a good 
result in a flatter organization than a taller. Because 
employees who get the responsibility of managing the 
outsourced people have to handle uncertainty more 
without flattening the organization, it will work in just an 
extension of management which is very troublesome. 

Although outsourcing offers many advantages, it does come 
with a certain amount of risk. It is found that many firms 
employ people from the third party without proper 
planning and after few months downsize them; again after 
few months undertake new recruitments. To avoid such a 
costly hazard, the firm should analyze its resources, 
infrastructure, expertise, technology, security and track 
record. Outsourcing activities such as recruitment, hiring, 
compensation, payroll administration, and labor relations 
may significantly reduce human resource-related costs 
incurred by the company but significantly increases 
employees turnover intentions and affects performances. 
Thus, the current study purposes to search about factors 
that lead to increasing employees‟ turnover intention by 
examining the impact of Human Resource Outsourcing on 
employees turnover intention and Performance in light of 
mediating and moderator factors. 
 
 
Problem statement 
 
All over the globe, organizations have realized that skilled 
labor and technocrat people exploit the organization for 
better incentives. Employee turnover in industries has 
always been a problem. Employee turnover is a natural part 
of the business in any industry. A high turnover rate can 
become an exorbitant expense for any organization because 
vacancies left unfilled will eventually have to be filled with 
new replacements and vacancies left open for a long time 
can ultimately harm the organization as a whole. Excessive 
turnover also decreases the overall efficiency of the 
company and comes with a high price tag. Too often, 
revolving workforces lead to increased training costs, 
inconsistent production, poor morale, and, consequently, 
reduced or limited profits. One reason most employees 
leave their positions is due to dissatisfaction that occurs 
while working at an organization. Other reasons may be 
low motivation, a weak relationship between employee-
employee and employee-employer, and low level of 
organizational commitment. This research is conducted to 
analyze why outsourced employees have low motivation, 
bad relationships with the employer and employees, 
stumpy organizational commitment, and near to the ground 
job satisfaction. However, we conducted this research to 
lower the turnover intentions of outsourced employees by 
breaking down the reasons why they occur in the 
organization. 
 
 
Gap analysis 
 
The current study aims to identify the impact of 
outsourcing on employee's turnover intention and 
performance on multiple sectors of Pakistan. Human 
resource outsourcing is influenced by a variety of different 
factors that have been described in different researches.  
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There is no consensus in the findings of the available 
researches and the results are contrary to each other. There 
is a managerial approach, which argues that outsourcing 
increases the productivity and competitiveness of 
organizations, and makes them more apt to deal with 
business environment changes (Girardi, 1999; Matusik, 
1998). Critics argue that outsourcing results in precarious 
work conditions and the dehumanization of labor relations 
(Costa , 2017; Russo, 2006; Silveira, 2016). They also claim 
that as workers are employed by smaller organizations, 
which tend to be less structured, they have fewer rights and 
access to fewer benefits (Cardoso, 2007). There are also 
evidence that outsourced workers face devaluation, 
discrimination, and insecurity (Brito, 2012; Costa , 2007). 
Wilkin (2013) found evidence that outsourced workers 
were significantly less satisfied than permanent workers, 
although the difference was small. Aiming to identify the 
causes and consequences of collective turnover – related to 
groups, organizational units or whole organizations Heavey 
(2013) conducted a meta-analysis and showed that many 
factors are predictive of turnover, including human 
resource management practices, job satisfaction, 
organizational climate, organizational commitment and 
perceived organizational justice. In Brazil, we found only 
one study on the matter, but its results were inconclusive 
(Oliveira, 2009). Finally, Klein (2016) studied the 
relationship between motivation, satisfaction, and turnover 
in public organizations and their results indicate “the 
existence of permanent employees that remain on the job, 
with high salaries”, despite being dissatisfied and poorly 
productive, as well as “satisfied and motivated permanent 
employees who leave their jobs because of insufficient pay”. 
According to the authors, such situations are a consequence 
of several human resource management issues in the public 
sector. According to Zailani (2017), although the 
outsourcing of human resource is increasing in different 
organizations, there are dramatically fewer researches 
available which highlight the issues in human resource 
outsourcing and also the factors that have a significant 
impact on the outsourcing of human resource. Therefore, 
the analysis of the above past researches has made it clear 
that there is no consensus in the findings of these 
researches on the human resource outsourcing, turnover 
intention, and performance and the works of literature that 
are available to address the topic are highly insufficient and 
are also not specific to the case of multiple sectors in 
Pakistan. The identified gap is addressed by analyzing the 
concept of outsourcing in the multiple sectors in Pakistan. 
This is a novel attempt to combine these diverse factors like 
motivation, employee relationship, job satisfaction, 
organizational commitment, turnover intention and 
performances of outsourced employees, into a structural 
model in order to better assess the outsourcing turnover 
relationship. Moreover, on the empirical side, no such study 
was undertaken in the Pakistani context. Pakistan's 
uniqueness is due to its specific demand and supply of the 

labor market. In addition to this, these researches are also 
not specific to the multiple sectors and also do not address 
the factors which are specific to the outsourcing of the 
human resource functions. 
 
 
Research objectives 
 
The importance of this debate and the increased adoption 
of outsourcing by organizations and institutions (Costa, 
2017; Costa, 2014) point to an increased need to better 
understand outsourced workers experiences and attitudes, 
especially compared with permanent employees. On the 
one hand, outsourced employees and permanent 
employees share the same organizational reality, but on the 
other hand, these two groups face objective and subjective 
work conditions that are considerably different (Costa S. , 
2007; Wilkin, 2013). Hence, the purpose of this study is to 
compare and analyze the relationship between outsourced 
employees and turnover intentions and performances in 
light of mediating variables; (motivation, employee 
relation, job satisfaction, organizational commitment) and 
moderating variables; (experience and qualification) to 
better understand the concerns of outsourced employees. 
This study specifically discussed the impact of motivation, 
employee relation, job satisfaction, and organizational 
commitment on employee's turnover intention. It further 
identifies that the turnover intention of employees also 
affects employee's performance by exploring how to 
decrease employee's turnover intention, increases their 
level of motivation, job satisfaction, and organizational 
commitment to enhance their performance. 
 
 
Research questions 
 
1. Whether Human Resource Outsourcing impacts on 
Employee's turnover Intention. 
2. Whether Human Resource Outsourcing impact on 
Employee's Performance. 
3. Whether motivation, employee relation, job satisfaction, 
and organizational commitment mediate the relationship 
between Human Resource Outsourcing and Turnover 
Intention. 
4. Whether qualification and experience moderate the 
relationship between Human Resource Outsourcing and 
Turnover Intention. 
 
 
Significance 
 
This study will help the industry in decision making for 
future workforce retention and how to cope with factors 
like motivation, employee-relations, job satisfaction, and 
organizational commitment to retain their current 
workforce. Further, this study focuses on the tangible and  
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intangible aspects of turnover. Reducing employee 
turnover is a common goal of human resources 
professionals and managers. A low turnover rate is 
generally desired, and some of the benefits are more direct 
and tangible. Others are more intangible but equally 
important. Understanding of tangible and intangible 
benefits help the employer to stay focused on maintaining 
effective hiring while reducing turnover. The most critical 
tangible drawback of turnover is the expense. Reducing 
turnover limits the drain on company finances and 
resources. Production is normally higher with reduced 
turnover as well. A major intangible benefit of reduced 
turnover is the maintenance of strong collective company 
knowledge. Overall employee morale also tends to be 
higher when turnover is low. From a practical standpoint, 
our results may guide the development of human resource 
management policies and practices aligned with the reality 
and the needs of permanent employees and outsourced 
workers, thus fostering their level of motivation, employee 
relation, job satisfaction, and organizational commitment, 
to increase employee retention and performance. 
 
 
LITERATURE REVIEW 
 
Turnover intention and performance 
 

Ahmed (2010), found in their study that the reason behind 
employee's performance are those factors that they require 
in the form of input against their output. In the same way, 
when they become satisfied with that organization, they 
become loyal employees. This loyalty always results in high 
performance. Finally, there will be no reason for the 
employee to switch over to another organization. This 
results in low turnover. According to Hakala (2008), the 
dynamics which are possible to disturb the performance of 
employees at workstation are the limited nature and 
purpose of occupation pleasure, alteration of orderly 
growth or depressing the job gratification above the 
influence. Employee performance depends on a lot of 
factors like performance appraisals, employee inspiration, 
employee contentment, payments, guidance and 
improvement, job safety, business configuration, etc. 
(Pawirosumarto, 2017). Mohamad (2014) researched the 
employee performance. They thought that employee 
performance is the function of different factors. They 
concluded that employee performance is affected by many 
factors but the monetary and non-monetary benefits affect 
more on it. Outsourced employees get low compensation 
which results in increased turnover intentions. The high 
turnover intention will generate high stress for employees 
in the workplace and prohibit employees from increasing 
their loyalty and their commitment towards their work 
(Santhanam, 2017). The study by Lacity (2008), concluded 
that organizational commitment is one of the significant 
factors impacts on turnover intention. Large numbers of 
research supports the idea that organizational commitment 

has strongly associated with turnover (Dunham, 1994; 
McFarlane-Shore, 1993 and 1996; Somer, 1995; Newton, 
2004). Empirical studies indicate that demographic varia-
bles are relevant to turnover intentions and Performances 
(William, 1986). Age, income, tenure/experience, and 
qualification are identified as negatively related to turnover 
intentions (Cotton, 1986). 
 
 
Motivation and turnover 
 
Campion (1991) indicated that one factor associated with 
motivation is related to voluntary turnover. Campion 
(1991) found that dissatisfaction with the outcomes of 
several aspects of work, for example, lack of promotion, 
supervision, the work schedule was also found to be highly 
correlated with employee turnover intentions. Available 
research findings on turnover intention suggest that 
various factors about work-related areas, particularly 
conditions of employment (for example, salary, career 
opportunities) are important causes of turnover intention 
(Iverson, 1994; Rosse, 1984; Van Breukelen, 1989). Thevey 
(2014), said that the turnover intentions are the factors 
which are most likely to be created by the dissatisfaction in 
the employees about their jobs. When the employees are 
less motivated, they become fed up about their job and 
there are more chances of them leaving the organization. 
Omolo (2015) examined the impact of outsourcing on 
employee motivation and turnover intentions. The study 
found that human resource outsourcing results in 
decreased motivation and increased turnover intentions. 
 
 
Employee relation and turnover 
 

The relationship between an organization/employer and its 
employees is both critical and fragile. In many ways, it is an 
exchange relationship in which both parties bring to the 
table something the other wants or needs. However, long-
term organization-employee relationships are often 
affected by many factors, such as organizational culture and 
relational satisfaction, which would, in turn, affect whether 
an employee intends to stay with or leave the organization. 
As high-performing employee voluntary turnover is 
especially detrimental to organizational performance 
(Kwon, 2013), it is crucial to identify and understand 
possible causes that predict outsourced employee's 
turnover intention. 
 
 
Job satisfaction and turnover 
 
Traditional turnover research suggests that turnover 
occurs for voluntary or involuntary reasons. Employees 
who leave for involuntary reasons are generally excluded 
from analysis (Abelson, 1987). Early research of voluntary 
turnover pointed towards a direct link between job  
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satisfaction and employee turnover, Mobley (1977) 
reviewed the literature on this relationship, and reported 
that although there was a consistent, negative relationship 
between job satisfaction and turnover, there was also a 
great deal of variance. Many studies conducted in different 
settings found a significant negative correlation between 
the facets of job satisfaction and turnover intention. 
Korunka (2005), found a significant negative association 
between job satisfaction and turnover intentions. Rahman 
(2008), found that job satisfaction harmed the turnover 
intentions of IT professionals. Khatri (2001), concluded that 
there was a modest relationship between job satisfaction 
and turnover intentions. (Samad, 2006), found a moderate 
relationship between job satisfaction and turnover 
intentions. According to Brough (2004), job satisfaction is a 
strong predictor of turnover intentions. Many studies 
conducted in human resource outsourcing settings found a 
significant negative correlation between the facets of job 
satisfaction and turnover intention. For example, Rahman 
(2008), found that job satisfaction debilitated turnover 
intentions. 
 
 
Organizational commitment and turnover 
 

Allen (2005) conceptualized the organizational commit-
ment as a psychological state that binds an employee to an 
organization, thereby reducing the incidence of earnings. It 
means organizational commitment is the emotional 
attachment of employees to his/her organization that 
enforces him/her not to leave the organization. The greater 
the organizational commitment, the less likelihood the 
entity will leave the organization (Meyer, 1993). Lee (2003) 
stated that organizational commitment is regarded by 
employee's acceptance of organizational goals and their 
readiness to take part in the fulfillment of these 
organizational goals. Organizational commitment is a state 
in which an employee determines with a specific 
organization and its goals and wishes to retain membership 
in the organization but an outsourced employee does not 
care about organizational goals which results in lower 
organizational commitment and increased turnover 
intention. 
 
 
Human resource outsourcing 
 
Outsourcing may be defined as an organization that 
delegates its non-core functions to an external organization 
that provides a specific service, function or product 
(Hansen, 2009). Organizations that decide to outsource 
often do so because outsourcing can provide access to the 
knowledge and experience of outsourcing providers, allow 
organizations to focus on their core competencies, shorten 
delivery times and further reduce costs (Lohr, 2007). 
Outsourcing is increasing worldwide, with thousands of 
jobs outsourced to under developing countries in the fields 

of e-commerce, software engineering, network systems, 
network security systems, as well as digital and animation 
(Johnson, 2007). Many case studies supports the 
assumption that HR outsourcing activities can result in 
tangible benefits for the organization, including increased 
employee efficiency. This is because employees can focus 
on their core tasks, in particular the strategic management 
of HR, rather than the traditional administrative function 
(Taylor, 2007). There are also evidences that some 
organizations decide to outsource it as a cost-saving 
measure. For example, when organizations are outsourced 
to countries such as India and China, they benefit from the 
lower cost of production and high-quality services (Kamath, 
2007). HR outsourcing enables organizations to benefit 
from the increasing comparative advantage of special 
service providers with expertise in the areas concerned 
(Smith, 2006). Specifically, there is a potential for 
organizations to gain more from HR practitioners than from 
in-house HR executives whose expertise is only confined to 
their workers (Heywood, 2001; Maidment, 2003). Human 
Resource Outsourcing (HRO) is the process of transferring 
elements of the HRM functions or activities of a company to 
a provider outside the company itself (Reed, 2001). 
 
 
Motivation 
 
Motivation is the willingness to exert a high degree of effort 
towards organizational goals, determined by the capacity of 
the effort to meet individual needs (Robbins, 2005). 
Motivation comes from the word "motivate," which also 
means moving, pulling or persuading people to act to meet 
a need (Butkus, 1999). The main motivation is what 
motivates a person to work in a particular way and with a 
certain amount of effort (Cole, 1996). 
 
 
Employee relation 
 

Employee relations has evolved from recognizing 
"thinking" jobs and "doing" jobs to realizing that all 
employees have a stake in the outcome of an enterprise 
(Thompson, 2007). Employee relations is a study of the 
laws, regulations, and agreements by which workers are 
treated as individuals as well as collective group, the 
preference given to the individual as opposed to the 
collective partnership which varies from company to 
company based on management values. As such it is 
concerned with how to gain people’s commitment to the 
achievement of an organization’s business goals and 
objectives in several different situations (G, 2008). 
 
 
Job satisfaction 
 
Job satisfaction is a variable of attitudes that measures how 
people    feel   about   their    work   (Spector,   2010).   Job  
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satisfaction is a feeling that arises from the perception that 
the job allows the material and psychological needs (Aziri, 
2008). It is a sense of accomplishment and success in the 
job of an employee. It is generally perceived to be directly 
related to both productivity and personal well-being. Job 
satisfaction means doing a job that you enjoy, doing it well, 
and being rewarded for your efforts. Therefore, job 
satisfaction requires passion and pleasure with one's jobs. 
Job satisfaction is the key ingredient resulting in 
recognition, income, promotion, and satisfaction of other 
goals (Kaliski, 2007). Job satisfaction involves specific 
reactions to its various aspects that may trigger different 
levels of satisfaction/dissatisfaction at the individual level 
(Siqueira, 2004). It represents a combination of positive or 
negative feelings that workers have towards their work. 
Meanwhile, when a worker is employed in a business 
organization, it brings with it the needs, desires, and 
experiences which determine expectations that he has 
dismissed. Job satisfaction represents the extent to which 
expectations are a match and the real awards. Job 
satisfaction is closely linked to that individual's behavior in 
the workplace (Davis, 1985). 
 
 
Organizational commitment 
 
Organizational commitment is a psychological state that 
represents the attachment of a person to the organization 
and influences the decision to stay or leave (Meyer, 1993). 
The attachment of an employee to his / her work is 
characterized by complexity and multidimensionality, 
which includes the relationship of the individual to the 
work itself, his / her job, team, career, occupation, trade 
union, and organization (Meyer, 1993). Lee (2003), stated 
that organizational commitment is regarded by employee's 
acceptance of organizational goals and their readiness to 
take part in the fulfillment of these organizational goals. 
Organizational commitment is a state in which an employee 
determines with a specific organization and its goals and 
wishes to retain membership in the organization but an 
outsourced employee does not care about organizational 
goals which results in lower organizational commitment 
and increased turnover intention. 

Organizational commitment is a multidimensional 
structure consisting of the dimensions of affective, 
normative and continuance commitment (Meyer, 1991). 
 
Affective commitment: When an employee is emotionally 
engaged, he/she is proud to be part of the organization and 
has his / her own goals. This aspect has also been 
associated with a sense of belonging and engagement with 
the organization (Meyer, 2001). Affective commitment or 
how much an employee likes or feels part of an 
organization has a tremendous effect on employee and 
organizational performance. A high level of affective 
commitment in employees encourages the employee to try 

to bring others into the talent pool of the organization. An 
employee with high levels of affective commitment acts as a 
brand ambassador of the organization, but poor affective 
commitment may harm the organization by criticizing it in 
his/her social circles. The affective commitment of an 
employee is directly proportional to positive work 
experience. So, management policies and strategies that 
make proper strength and weakness assessments of 
employees and create situations and workflows where the 
maximum number of employees individually experience 
positive work experiences, help to build a successful 
organization. The great emphasis placed by recruiting 
managers upon person-organization-fit is also to ensure a 
high level of affective commitment in employees. 
 
Normative commitment: This refers to an organization's 
sense of altruism. In other words, the worker acknowledges 
that he/she has been given benefits and benefits by the 
organization and feels morally obliged to reciprocate 
(Meyer, 1991). Normative commitment builds upon duties 
and values, and the degree to which an employee stays in 
an organization out of a sense of obligation. There are times 
in small companies when payments are delayed, and the 
employees have to suffer pay cuts or deferred pay, but they 
continue working there because they do not want to leave 
an employer during bad times. Normative commitment 
comes from a sense of moral duty and the value system of 
an individual. It can be a result of affective commitment, or 
an outcome of socialization within the workplace and 
commitment to co-workers. Normative commitment is 
higher in organizations that value loyalty and 
systematically communicate the fact to employees with 
rewards, incentives, and other strategies. Normative 
commitment in employees is also high where employees 
regularly see visible examples of the employer being 
committed to employee well-being. An employee with 
greater organizational commitment has a greater chance of 
contributing to organizational success and will also 
experience higher levels of job satisfaction. 

High levels of job satisfaction, in turn, reduces employee 
turnover and increases the organization's ability to recruit 
and retain talent (Slack, 2010). 
 
Continuance commitment: An assessment of costs 
associated with leaving the organization (Allen, 2005) 
comprising low perceived alternatives and high personal 
sacrifices, it involves perceiving the need to remain in the 
organization. In this case, the employee understands that 
leaving the organization will result in a waste of investment 
already made (effort, dedication, time) and/or that the 
labor market does not offer any better alternative (Meyer, 
2001). Continuance commitment is driven to a great extent 
by organizational culture, and when an employee finds an 
organization to be positive and supportive, he/she will have 
a higher degree of continuance commitment. Important 
organizational factors like employee loyalty and employee  
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retention are components of continuance commitment 
(Slack, 2010). 
 
 
Employee turnover intention 
 
Employee turnover may be voluntary, on the initiative of 
the employee, or involuntary, when the decision is taken by 
the organization (Cascio, 2010). The turnover intention 
may be defined as the intention of employees to quit their 
organization. “Turnover” is the ratio of the number of 
organizational members who have left during the period 
being considered divided by the average number of people 
in that organization during the period (Price, 1977). 
 
 
Employee performances 
 
Performance is defined as "behavior that accomplishes 
results" (Armstrong, 2014). Individual job performance is 
defined as "things people do, actions they take, that 
contribute to the organization's goals" (Campbell, 2015). 
Employee performance is influenced by motivation because 
if workers are motivated, they will work harder and 
eventually improve their performance (Robbins, 2001). 
Performance is described as the attained result of skilled 
workers in some specific situations (Prasetya, 2011). 
Employee performance is a multi-dimensional term 
consisting of two aspects: the behavioral (process) aspect 
and the outcome (result) aspect (Armstrong, 2014). The 
behavioral aspect refers to "what people do at work", while 
the outcome aspect refers to the "results of the individual's 
behavior" (Sonnentag, 2008). The first aspect of behavior is 
supposed to be matched to the situation and specification of 
the job. This behavioral aspect converts into accomplish the 
organizational goals and objectives and this is the outcome 
aspect which is the second dimension of performance. 
Performance behaviors are "the total set of work-related 
behaviors that the organizations expect the individual to 
display" (Griffin, 2005). 
 
 
THEORETICAL FRAMEWORK 
 
The theoretical framework of the study is given in Figure 1. 
 
 
 
Hypothesis 
 
This study investigates that human resource outsourcing 
has a direct effect on turnover intention and employee 
performance. Meanwhile, human resource outsourcing has 
an indirect effect on employee turnover intentions and 
performances by using motivation, employee relation, job 
satisfaction and organizational commitment as mediating 

variables while qualification and experience as moderator 
variables. 

Increased human resource outsourcing increases 
employee turnover intentions because outsourced 
employees lacked good sense of an organization's culture. 
Outsourcing also results in precarious work conditions and 
the dehumanization of labor relations. Outsourcing of 
employees tends to be less structured which results in 
fewer rights and access to fewer benefits. 

There is also evidence that outsourced workers face 
devaluation, discrimination, and insecurity which results in 
turnover intention. 
 
H1: There is an impact of Human resource outsourcing on 
turnover intentions 
 
Increased human resource outsourcing decreases 
employees performance because the outsourcing trend 
affects employees through the loss of fixed-employment 
opportunities and results in an increasing number of part-
time and contract workers typically earning less pay than 
permanent workers and without health, life, short-term and 
long-term disability, and retirement benefits. 
 
H2: There is an impact on Human resource outsourcing on 
employees’ performance 
 
Human resource outsourcing decreases employees 
motivation because outsourced employees have very 
limited opportunities for training and development, as well 
as promotions as compared to permanent employees. 
 
H3: There is an impact of Human Resource Outsourcing on 
Employees motivation 
 
Human resource outsourcing decreases relations among 
employees because as the outsourcing strategy continues, 
employees begin to feel insignificant and the level of 
participation in their respective workgroups gradually 
declines. 
 
H4: There is an impact of Human Resource Outsourcing on 
Employees relation 
 
Human resource outsourcing decreases job satisfaction 
because outsourcing creates minimal job security for new 
employees. After all, the organization is not committed to 
these employees beyond the contract which creates higher 
levels of dissatisfaction and increased likelihood of leaving 
their positions. 
 
H5: There is an impact of Human Resource outsourcing on 
job satisfaction 
 
Human resource outsourcing decreases organizational 
commitment because when employees consider their  
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career opportunities within the organization as limited or 
absent and experience a feeling of unmet career 
expectations, a withdrawal reaction may be evoked to cope 
with the frustrations. For the individual employee, turnover 
to an alternative job with better career opportunities may 
thus be an attractive solution. 

 
H6: There is an impact of Human Resource outsourcing on 
organizational commitment 

 
Motivation has a significant indirect impact on turnover 
intention which means a low level of motivation increases 
turnover intention. Outsourced employees have low 
motivation because of lack of career vision, job security, no 
development opportunities as well as no recognition of 
achievements which collectively results in turnover 
intentions. 

 
H7: There is an impact of motivation on turnover intention 

 
Strained employee relation increases turnover intention. 
Outsourced employees cannot consider themselves as the 
employees of the organization though they work in the 
premises of the organization. They are always treated as 
the employees of the third party and that results in 
dissatisfaction and these employees are more likely to leave 
the organization than their satisfied colleagues. 

 
H8: There is an impact of employee relation on turnover 
intention 
 
Job dissatisfaction increases turnover intention because the 
personal and organizational factors combine to influence an 
individual's job satisfaction. Personal factors are aspects of 
an employee's life that cannot be controlled by the 
organization, or that are not directly influenced by the 
organization. Organizational factors are those factors that 
result from within the employing organization. These 
factors combine to cause an employee to gain or lose job 
satisfaction. If the job satisfaction level is sufficiently low, 
the person will develop a behavioral intention to quit the 
job. 
 
H9: There is an impact of job satisfaction on turnover 
intention 
 
Low level of organizational commitment increases turnover 
intention because the organizational commitment is a 
psychological state that binds an employee to an 
organization, thereby reducing the incidence of earnings. It 
means organizational commitment is the emotional 
attachment of employees to his/her organization that 
enforces him/her not to leave the organization. Employee 
who possess low organizational commitment are more 
likely to leave the organization. 

H10: There is an impact of organizational commitment on 
turnover intention 
 
Increased turnover intentions decrease employee's 
performance. Employees performance depends on the 
reward they get in return for their work, if employees are 
diligent in their job but they are not rewarded as they 
expect then they often think of leaving the organization. 
 
H11: There is an impact of turnover intentions on 
employees’ performances 
 
Empirical studies indicate that demographic variables are 
relevant to turnover intentions and Performances. 
Qualification and experience have a significant direct 
impact on turnover intention which means the more 
knowledge the employees possess, the more likely they are 
to switch jobs and have better opportunities whereas the 
impact of qualification on performance is not concluded 
meanwhile experience has a significant direct impact on 
performance. 
 
H12: There is an impact of qualification on turnover 
intention. 
 
H13: There is an impact of experience on turnover intention. 
 
H14: There is an impact of qualification on employees’ 
performance. 
 
H15: There is an impact of experience on employees’ 
Performance 
 
In general, outsourcing refers to the steps of sub-
contracting organizational functions to an external supplier 
who is an expert in that area. When outsourcing any 
function, companies need to do a cost and benefit analysis 
to yield proper results. In other words, it is basically 
obtaining work previously done by employees inside the 
company from sources available outside the company. 

Human Resource Outsourcing is a process in which an 
organization uses the expertise of the third party to take 
care of its HR functions. Human resources outsourcing 
comprises hiring corporations to manage personnel 
functions, including the management of health insurance, 
retirement plans of employees, and workers compensation. 
It also includes employee acquisition, training, and getting 
legal capability. An organization may subcontract a few or 
all of its HR related undertakings to a single or blend of 
service providers located in offshore destinations such as 
India, China, Philippines etc. Generally, those HR functions 
which are not critical and confidential are outsourced. 

The recent challenges of the global marketplace are 
generating demand for expert human resource outsourcing. 
There are few needs of HR outsourcing which includes: 
letting the business focus more on essential functions, cost  
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savings, transferring risk and liability for people issues. 

HR outsourcings have largely three main types: The first 
one is application service provider, these includes 
providing application based service like PeopleSoft HRMS, 
Oracle HRMS for supporting human resource activities. The 
second type is business process outsourcing where the 
client is directly in contact with the employees over call 
centers and support systems. The final type is complete HR 
outsourcing, whereby the whole HR function is run by 
service provider. Here, no HR function is present in the 
organization, they only have senior HR professional to 
oversee the task and provide information to outsourcing 
company. 

The major idea underlying this concept is economies of 
scale, which refers to reducing cost, when these expert 
companies provide specific services like payroll or training 
related expertise to many other companies, the cost are 
quite low. Hence, many companies are now opting for 
availing the services of these outsourcing companies to 
save costs. Small business and startups can take a lot of 
advantages from these firms as they can easily manage 
their expense. Even in large organizations, if the turnover is 
minimal, taking service from these firms would be cost 
effective instead of paying high salaries to recruitment or 
talent manager. 

Other benefits from HR outsourcing includes increased 
efficiency, access to improved and strong HR IT systems, 
access to expertise not available internally, increased 
flexibility and speed of response. 

However, the drawback with HR outsourcing services is 
lack of proper communication with employee and within an 
organization. A poor outsourcing company could create 
adversities by unintentionally leaking sensitive information 
about the company, not providing satisfactory services. 
 
 
RESEARCH METHODOLOGY 
 
Research design 
 
To examine our hypothesis, data was collected through the 
adopted questionnaire collected by multiple sources and 
filled by employees engaged in multiple sectors of Pakistan. 
The questionnaire is structured into eight sections. The first 
sections consist of demographic information (gender, age, 
qualification, and experience). Human resource outsourcing 
is the second section of the questionnaire. Motivation is the 
third section. The forth section comprises employee 
relations. The fifth section of the questionnaire is job 
satisfaction. Sixth section based on organizational 
commitment. The second last that is. seventh sections 
consist of questions related to turnover intentions. And the 
last section that is, eighth one comprised of employee 
performances. Human Resource Outsourcing is the 
independent variable. Turnover Intentions and Employee 
Performances are the dependent variables whereas 

motivation, employee relation, job satisfaction, and 
organizational commitment are mediating factors, while 
qualifications and experiences are moderators. This is a 
deductive research based on quantitative research design 
applied through the use of close-ended questionnaires. The 
questionnaire was developed and emailed to the selected 
participants. Likert Scale was employed using a five 
number scale ranging from 1 – 5 (1 represent as strongly 
disagree and 5represent as strongly agree). Hence, primary 
research has been conducted using a quantitative research 
design. 

In this research study, 200 respondents or participants 
have been included in the quantitative research. The data 
were captured using well established, reliable and valid 
scales. The instruments were designed for the individual 
level unit of analysis. Each respondent was required to 
complete seven measures: Human Resource Outsourcing 
(OS), Motivation (M), Employee Relation (ER), Job 
Satisfaction (JS), Organizational Commitment (OC), 
Turnover Intentions (TI), and Employee Performance (EP). 
The three-questions of Human Resource Outsourcing 
questionnaire was adopted from Smith (2006) and the 
questions were to what extent your company has 
outsourced HR function; (i) All HR Functions are 
outsourced (ii) Some of the HR Functions are outsourced 
(iii) No HR Function is outsourced. The motivation was 
measured by using items from the adopted questionnaire 
(Butkus, 1999). Employee relation was obtained from 
Thompson (2007). To measure job satisfaction, two scales 
have been widely used: The Minnesota Satisfaction 
Questionnaire (MSQ) and the Michigan Organizational 
Assessment Questionnaire – Job Satisfaction Subscale 
(MOAQ-JSS). While the former is comprised of various 
questions and consider satisfaction as a multidimensional 
construct, the MOAQ-JSS intends to evaluate general 
satisfaction based on a scale with only three items 
(Bowling, 2008). The three organizational commitment 
scales (affective, normative and continuance) were 
obtained from Allen (2005), as well as Meyer (1993), 
Commitment to organizations and occupations: 
Commitment to organizations and occupations: Employee 
Performances were obtained from the ‟High-performance 
work systems and job control ‟ by Jensen (2013). We 
evaluated turnover intention using a four-item scale used 
by Jensen, (2013), which was based on a prior study by Tett 
(1993). The items were “I often think about quitting this 
job, “I am always on the lookout for a better job”, “I will 
likely look for another job during the next year” and “There 
are not much to be gained by staying in this job”. 
 
 
RESULTS AND ANALYSIS 
 
Demographic analysis 
 
The sample for the main study consists of 200 outsourced  
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employees from multiple sectors that is, Information 
Technology, Pharmaceuticals, Banking, Tourism, Oil and 
Gas, FMCG, Textile, Fertilizers, Steel, Consultancy, 
Automobile, Broadcasting, and Education of Pakistan. They 
were all collected by a self-administered survey. 

Based on the calculation presented in Table 1, it can be 
asserted that, 60% are male and 40% female. In terms of 
education level, 65% of the respondents are graduates from 
university, 20% have Masters degree, 10% are PhDs, and 
5% are undergraduates. 35% of the respondents are in 
their 30's, 40% in their 40's 15% and 10% in their 50's and 
60's respectively. The length of employment at current 
employer is between one to five years 65%, between six to 
ten years 27%, among eleven to fifteen 19%, between 
fifteen to twenty 11%, among twenty-one to thirty 5% and 
above thirty-five 3%. The age of the respondents ranged 
from 20 to 60 years and work experience varied from one 
to thirty-five years and above. In summary, most 
respondents were educated males and in their 30's working 
for less than fifteen years in multiple sectors. 
 
 
Descriptive statistics 
 
The following is the descriptive analysis of each of the 
questions in Table 2 based on all the variables included in 
the research. There are a total of 7 variables and all the 
variables consist of multiple questions. All the questions 
under each variable have the same number of responses 
that were Ȁ. The values of the responses of each question 
are mentioned in the analyses which fall in the range of 1 to 
5. The questions that have a mean which is below 3 indicate 
that most of the responses to those questions either 
disagreed or strongly disagreed. Similarly, the questions 
with the mean of 3 indicate that the responses to them 
were close to neutral and the questions with a mean over 3 
indicate that the responses were mostly inclined towards 
agreeing and strongly agree. Finally, the higher standard 
deviation of the questions means that the responses are 
spread far away from the mean whereas the lower standard 
deviation means that the responses are closer to the mean. 

 
Human resource outsourcing: In this variable, all the 
questions have the min value of 1 and the max value of 3. In 
OS the mean of the responses is 1.765 which means that the 
responses were close to that and some of the HR functions 
are outsourced in organizations. The standard deviation of 
this dimension was 0.64. 
 
Motivation: In this variable, all the questions have the min 
value of 1 and the max value of 5. In M1, the mean of the 
responses is 3.94 which means that the responses were 
close to agreeing. The standard deviation of this question 
was 0.739. Similarly, in M2, the mean of the responses is 
3.775 which means that the responses were close to 
agreeing. The standard deviation of this question was  

Table 1: Results of the analysis. 
 

Gender   

Male  60% 

Female  40% 

Qualification   

Undergraduates  7% 

Graduates  65% 

Masters  20% 

PhDs  8% 

   

Age   

20 – 30  35% 

31 – 40  40% 

41 – 50  15% 

51 – 60  10% 

    

Experience   

1 - 5 Years  35% 

6 - 10 Years  27% 

11- 15 Years  19% 

15 - 20 Years  11% 

21 - 30 Years  5% 

 
 
 

0.703. Finally, in M3, the mean of the responses is 3.825 
which means that the responses were close to agreeing. The 
standard deviation of this question was 0.724. 
 
Employee relation: In this variable, all the questions have 
the min value of 1 and the max value of 5. In ER1, the mean 
of the responses is 4.05 which means that the responses 
were close to strongly agree. The standard deviation of this 
question was 0.835. Similarly, in ER2 the mean of the 
responses is 4.165 which means that the responses were in 
agreement. The standard deviation of this question was 
0.706. Finally, in ER3, the mean of the responses is 4.23 
which means that the responses agreed. The standard 
deviation of this question was 0.773. 
 
Job satisfaction: In this variable, all the questions have the 
min value of 1 and the max value of 5. In JS1, the mean of 
the responses is 3.515 which means that the responses 
were close to agreeing. The standard deviation of this 
question was 1.025. In JS2, the mean of the responses is 
3.56 which means that the responses were close to 
agreeing. The standard deviation of this question was 
1.013. Similarly, in JS3, the mean of the responses is 3.52 
which means that the responses were close to agreeing. The 
standard deviation of this question was 1.005. In JS4, the 
mean of the responses is 3.565 which means that the 
responses were close to agreeing. The standard deviation of 
this question was 1.037. Finally, in JS5, the mean of the 
responses is 3.435 which means that the responses were  
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Table 2: Descriptive analysis.  
 

 
Variables  Questions 

Descriptive Stats 

 Mean Standard Deviation 

 Human Resource Outsourcing OS 
To what extent your company has outsourced HR function 

1) All HR Functions are outsourced 

2) Some of the HR Functions are outsourced 

3) No HR Function is outsourced 

1.765 0.64 

     

     

     

     

 Motivation M1 Management is really interested in motivating the employees 3.94 0.739 

      

  M2 
How far you are satisfied with the incentives provided by the 
organization 

3.775 0.703 

      

  M3 
Do you feel that you are sufficiently motivated by your 
superiors 

3.825 0.724 

      

 Employee Relation ER1 Is it important for employers to build relationships with 4.05 0.835 

   employees   

  ER2 Is conflict always a bad thing in organization 4.165 0.706 

  ER3 
Do poor workplace relations between employees and 
managers have a negative effect on organizational 
performance 

4.23 0.773 

      

 Job Satisfaction JS1 I have opportunity to do different things 3.515 1.025 

 
 

    

 
JS2 

I feel good about the way in which my superior/manager 
treats his/her subordinates 

3.56 1.013 
  

      

 JS3 
I am satisfied with My superior/manager's decision-making 
ability 

-3.52 1.005 

     

 JS4 I have the chance to make use of my abilities 3.565 1.037 

     

 JS5 
The way the organization's policies are put into practice is 
satisfying 

3.435 0.983 

     

Organizational Commitment OC1 
I would be very happy to spend the rest of my career with this 
organization 

3.77 0.963 

     

 OC2 
I enjoy discussing my organization with people outside it and 
feel as organizations' problems are my own 

3.78 0.939 

     

 OC3 One of the major reasons I continue to work for this 3.66 0.913 

  organization is that I believe that loyalty is important and   

  therefore feel a sense of moral obligation remain   

     

 OC4 It would not be too costly for me to leave my organization now 3.37 1.142 

     

 OC5 One of the few serious consequences of leaving this 3.8 0.97 

  organization would be the scarcity of available alternatives   

     

Turnover TI1 I often think of quitting this job 3.915 0.713 
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Table 2: Continues. 
 

Intentions TI2 I am always on the lookout for a better job 3.495 0.889 

 TI3 It is likely that I will look for another job during the next year 3.94 0.772 

 TI4 There isn’t much to be gained by staying in this job 3.87 0.783 
     

Employee Performance EP1 Does your level of motivation affect your performance 3.815 0.889 

 EP2 
Does your Manager or supervisor directly affect your job 

performance 
4 0.794 

 
 
close to agreeing. The standard deviation of this question 
was 0.983. 
 

Organizational commitment: In this variable, all the 
questions have the min value of 1 and the max value of 5. In 
OC1, the mean of the responses is 3.77 which mean that the 
responses were close to agreeing. The standard deviation of 
this question was 0.963. In OC2, the mean of the responses 
is 3.78 which mean that the responses were close to 
agreeing. The standard deviation of this question was 
0.939. Similarly, in OC3, the mean of the responses is 3.66 
which mean that the responses were close to agreeing. The 
standard deviation of this question was 0.913. In OC4, the 
mean of the responses is 3.37 which mean that the 
responses were neutral. The standard deviation of this 
question was 1.142. Finally, in OC5, the mean of the 
responses is 3.8 which mean that the responses were close 
to agreeing. The standard deviation of this question was 
0.97. 
 

Turnover intention: In this variable, all the questions have 
the min value of 1 and the max value of 5. In TI1, the mean 
of the responses is 3.915 which mean that the responses 
were closer to agree. The standard deviation of this 
question was 0.713. Similarly, in TI2, the mean of the 
responses is 3.495 which mean that the responses were 
close to agreeing. The standard deviation of this question 
was 0.889. In TI3, the mean of the responses is 3.94 which 
mean that the responses were closer to agree. The standard 
deviation of this question was 0.772. Finally, in TI4, the 
mean of the responses is 3.87 which mean that the 
responses were close to agreeing. The standard deviation of 
this question was 0.783. 
 

Employee performance: In this variable, all the questions 
have the min value of 1 and the max value of 5. In EP1, the 
mean of the responses is 3.815 which mean that the 
responses were closer to agree. The standard deviation of 
this question was 0.889. Similarly, in EP2, the mean of the 
responses is 4 which mean that the responses were agreed. 
The standard deviation of this question was 0.794. 
 
 

Confirmatory factor analysis 
 

To examine the constructs for their reliability, composite  

reliability and average variance extracted (AVE) have been 
used. The results in this context are presented in Table 3. 

In light of the research carried out by Hair (2010), the 
association of one variable with the other in degrees can be 
deemed as factor loadings; therefore, in the context of this 
study, the factor loadings have been computed as well. 
However, the factor loading having computed values above 
0.5 are referred as to acceptable constructs according to the 
research conducted by Kline (2015). In this perspective, no 
single factor loadings seem to have values lesser than 0.5 
otherwise, all constructs have values above 0.5. Another 
study stated that, if the values are computed to be more 
than 0.4, then factor loadings are appropriate (Lohmöller, 
2013). However, in this case, no values are less than 0.3 
therefore, all values are adequate. Therefore, all constructs 
are significant enough for the analysis. 
 
 
Structural equation modeling 
 
To test the study hypothesis, we have used the structural 
equation model (SEM) whereas the testing has been gone 
through Smart PLS software. Moreover, the testing was 
done to evaluate the indirect and direct effects of all the 
constructs. The use of (SEM) structural equation model has 
been observed to be a foremost procedure that has been 
used below different regression models and methods 
(Kenny, 1987). It was used to evaluate the structural 
relationship between exogenous and endogenous variables. 
It includes factor analysis and multivariate analysis. 
Moreover, the equation of regression targets at explaining 
each construct to assess the cause and effect relationship 
while all of the factors in the causal model could 
demonstrate their cause and effect at the exact time. 
Likewise, the idea of using this model ensures to apply the 
technique of bootstrapping which has been viewed as 
reasonable for both small and large sample sizes and does 
not require any kind of indirect effect (Hayes, 2013). To 
check all direct and indirect effects, a technique has been 
implemented which is known as bootstrapping (Shrout, 
2002). The method was indicted by Kenny (1987) criticized 
by the number of researchers but is used widely in their age 
of studies (MacKinnon, 2008). Additionally, the p values in 
the table depict the acceptance and rejection level by seeing 
the null hypothesis that depends on the upper and lower 
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Table 3: Results of confirmatory factor analysis. 
 

 
 
bounds of the confidence intervals. Structural equation 
modeling is used to evaluate the structural relationship 
between exogenous and endogenous variables. The 
structural equation modeling includes factor analysis and 
multivariate analysis of the model. Firstly, we evaluate the 
modelfitness and measure whether the paths showing the 
relationship between measured and latent variables are 
significant or not. 
 
 
Measurement of outer model 
 
The goal of the measure of fit in the measurement model is 
to study the reliability and validity of the instrument and to 
check its reliability and validity, we perform a test of 
convergent validity and discriminant validity in software 
naming Smart PLS. 
 
 
Composite reliability 
 
Reliability implies the stability of questionnaire outcomes.  

For a similar target population, at whatever point the 
questioner reutilizes the questionnaire it will give a similar 
outcome. It demonstrates inside consistency and 
repeatability of the survey are high. The primary measure 
for unwavering quality is to maintain a strategic distance 
from unfairness in research. In this manner, it tends to be 
improved by testing the pursuit procedure and 
investigation, as it is done by utilizing diverse research and 
examination techniques or different researchers. This also 
incorporates the dependability and legitimacy of the 
exploration. The reliability of the measurement 
instruments was evaluated using composite reliability. All 
the values were above the normally used threshold value 
that is, 0.70. This is the accepted reliability value range. 
Estimation of reliability can be done by a degree of 
constancy that amongst various variables (Hair , 2010). The 
composite reliability is given in Table 4. 
 
 
Convergent validity 
 
Convergent validity is the level of agreement in at least two 

Variables Questions Factor Loadings T-Values P-Values CR AVE 

Human Resource Outsourcing OS 1.000 1.96 0.000 1.000 1 
       

Motivation M1 1.296 1.96 0.006 0.64 0.548 

 M2 1.488 1.989 0.006   

 M3 1.492 2.763 0.006   
       

Employee Relation ER1 1.395 3.016 0.003 0.843 0.644 

 ER2 1.451 3.271 0.001   

 ER3 1.510 3.036 0.003   
       

Job Satisfaction JS1 1.368 2.688 0.007 0.801 0.549 

 JS2 1.338 2.122 0.034   

 JS3 1.449 2.823 0.005   

 JS4 1.286 2.059 0.04   

 JS5 1.233 2.157 0.031   
       

Organizational Commitment OC1 2.308 4.812 0.000 0.846 0.53 

 OC2 2.326 5.019 0.000   

 OC3 1.774 4.336 0.000   

 OC4 1.127 2.163 0.031   

 OC5 1.289 3.86 0.000   
       

Turnover Intention TI1 1.591 4.942 0.000 0.836 0.562 

 TI2 1.431 5.073 0.000   

 TI3 1.517 5.285 0.000   

 TI4 1.359 5.671 0.000   

       

Employee Performance EP1 1.456 14.258 0.000 0.876 0.779 

 EP2 1.456 14.041 0.000   
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Table 4: Composite reliability. 
 

Variables Composite Reliability 

Employee Performance 0.876 

Employee Relation 0.843 

Exp x TI 1.000 

Exp x EP 1.000 

Human Resource Outsourcing_ 1.000 

Job Satisfaction 0.801 

Motivation 0.479 

Organizational Commitment 0.846 

Ql x EP 1.000 

Ql x TI 1.000 

Qualification 1.000 

Turnover intention 0.836 

 
 
Table 5: Results of convergent validity. 
 

 Fornell-Larcke Criterion 

 Cronbach's Alpha rho_A 
Composite 
Reliability 

Average Variance Extracted 
(AVE) 

Employee Performance 0.718 0.725 0.876 0.779 

Employee Relation 0.732 0.798 0.843 0.644 

Exp x TI 1.000 1.000 1.000 1.000 

Experience 1.000 1.000 1.000 1.000 

Human Resource Outsourcing 1.000 1.000 1.000 1.000 

Job Satisfaction 0.701 0.723 0.801 0.549 

Exp x EP 1.000 1.000 1.000 1.000 

Motivation 0.715 -0.505 0.678 0.548 

Organizational Commitment 0.775 0.817 0.846 0.530 

Ql x EP 1.000 1.000 1.000 1.000 

Ql x TI 1.000 1.000 1.000 1.000 

Qualification 1.000 1.000 1.000 1.000 

Turnover intention 0.759 0.876 0.836 0.562 

 
 
measures of a similar construct (Zeller, 1979). Convergent 
validity was assessed by inspection of variance mined for 
each factor (Fornell, 1981). Conferring to Fornell (1981), if 
the variance extracted value is greater than 0.5 then 
convergent validity is established and the result is drawn 
that the loadings are good but less than 0.5 are termed as 
less effective for the study. Table 5 displays the result. 

It has been noted that the Cronbach value for human 
resource outsourcing 1.000 which depicts the higher 
consistency. On the other hand, organizational 
commitment, turnover intention, employee relation, 
employee performance, motivation, and job satisfaction 
also shows strong internal consistency by having the 
Cronbach's α value of 0.775, 0.759, 0.732, 0.718, 0.715 and 
0.701 respectively. Moderators such as experience and 
qualification also depict a higher consistency of 1.000. This 
implies that the variables have been closely linked with 
each other. All the variables showed higher and stronger  

consistency and make adequate reliability of the data. 
 
 
Discriminant validity 
 
Discriminate validity can be defined as any single construct 
which differs from other constructs in the model (Zeller, 
1979). Discriminant validity results are satisfactory when 
the constructs are having an AVE loading more than 0.5 
which means that a minimum of 50% of the variance was 
taken by the construct (Chin, 1998). Discriminant validity is 
established if the elements which are in diagonal are 
significantly higher than those values in off-diagonal in the 
parallel rows and columns. Discriminant Validity tests are 
conducted to see whether non-related ideas or 
measurements are unrelated or not. An effective 
assessment of discriminant legitimacy demonstrates that a 
trial of an idea is not exceptionally associated with different  
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Table 6: Discriminant validity. 
 

 Employee Performance Employee Relation Exp x TI Experience Human Resource Outsourcing Job Satisfaction 

Employee Performance 0.883      

Employee Relation -0.005 0.802     

Exp x TI -0.005 0.061 1.000    

Experience 0.169 0.122 0.075 1.000   

Human Resource Outsourcing 0.042 -0.073 0.040 -0.014 1.000  

Job Satisfaction 0.124 -0.157 -0.077 0.065 0.074 0.670 

Exp x EP -0.037 -0.079 0.242 0.012 0.017 0.033 

Motivation -0.018 0.005 -0.082 -0.050 -0.025 -0.021 

Organizational Commitment 0.058 0.058 -0.028 -0.043 -0.045 0.066 

Ql x EP -0.005 0.061 1.000 0.075 0.040 -0.077 

Ql x TI -0.037 -0.079 0.242 0.012 0.017 0.033 

Qualification -0.031 0.102 0.012 0.136 0.013 -0.047 

Turnover intention 0.060 -0.060 0.011 -0.019 0.124 -0.021 

 Exp x EP Motivation Organizational Commitment Ql x EP Ql x TI Qualification 
Turnover 
intention 

Exp x EP 1.000       

Motivation 0.059 0.590      

Organizational Commitment 0.138 0.075 0.728     

Ql x EP 0.242 -0.082 -0.028 1.000    

Ql x TI 1.000 0.059 0.138 0.242 1.000   

Qualification 0.127 -0.046 0.078 0.012 0.127 1.000  

Turnover intention 0.106 0.085 0.163 0.011 0.106 -0.067 0.750 

 
 
tests intended to quantify hypothetically various 
ideas. The Discriminant Validity is given in Table 6. 
 
 
Heterotrait-Monotrait ratio (HTMT) 
 
Recently, it has been proposed the Heterotrait-
monotrait ratio of the correlations (HTMT) 
approach to assess discriminant validity (Henseler 
and Ringle, 2015). HTMT is the average of the 
hetero-trait hetero-method correlations relative to 
the average of the monotrait-hetero method 

correlations. As a criterion HTMT values are 
compared with a predefined threshold: If the value 
of the HTMT is higher than this threshold, there is a 
lack of discriminant validity. Some authors suggest 
a threshold of 0.85 (Kline, 2011) whereas others 
propose a value of 0.90 (Teo, 2008). Otherwise, the 
bootstrapping p procedure allows for constructing 
confidence intervals for the HTMT: This test the null 
hypothesis (H 0: HTMT ≥ 1) against the alternative 
hypothesis (H 1: HTMT < 1). A confidence interval 
containing the value 1 indicates a lack of 
discriminant validity. 

All the values of Table 7 show the Heterotrait-
monotrait ratio of the correlations except two 
values that overall shows a significant impact. 
 
 
Model fit measures 
 
The fitness of the model in SEM-PLS is defined by 
various measures such as standardized root-mean- 
square residual (SRMR), and the exact model fits 
like d_ULS and d_G, Normed Fit Index (NFI), and χ2 
(Chi-square). The model fit measures consist of the
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Table 7: The Heterotrait-monotrait ratio of the correlations except two values that overall shows a significant impact. 
 

 Employee Performance Employee Relation Exp x TI Experience Human Resource Outsourcing Job Satisfaction 

Employee Performance       

Employee Relation 0.074      

Exp x TI 0.005 0.074     

Experience 0.199 0.147 0.075    

Human Resource Outsourcing 0.051 0.089 0.040 0.014   

Job Satisfaction 0.169 0.207 0.090 0.083 0.082  

Exp x EP 0.043 0.086 0.242 0.012 0.017 0.088 

Motivation 0.164 0.105 0.062 0.150 0.027 0.100 

Organizational Commitment 0.119 0.148 0.112 0.093 0.077 0.311 

Ql x EP 0.005 0.074 1.000 0.075 0.040 0.090 

Ql x TI 0.043 0.086 0.242 0.012 0.017 0.088 

Qualification 0.038 0.130 0.012 0.136 0.013 0.134 

Turnover intention 0.165 0.099 0.034 0.072 0.124 0.110 

       

 Exp x EP Motivation Organizational Commitment Ql x EP Ql x TI Qualification Turnover intention 

Motivation 0.047       

Organizational Commitment 0.145 0.078      

Ql x EP 0.242 0.062 0.112     

Ql x TI 1.000 0.047 0.145 0.242    

Qualification 0.127 0.091 0.089 0.012 0.127   

Turnover intention 0.131 0.131 0.183 0.034 0.131 0.077 1.000 

 
 
measured value of both saturated model, as well as 
the estimated model, are reported in Table 8. The 
saturated model assesses the correlation between 
all constructs. The estimated model, on the other 
hand, takes model structure into account and is 
based on the total effect scheme. 
 
 
Quality criteria 
 
Hypothesis testing 
 
In PLS-SEM, bootstrapping is one of the key strides,  

which gives the data of constancy of factor 
guesstimate. Sub-tests are drawn everywhere from 
the first example including substitution, in this 
process (Hair et al., 2017). Bootstrapping provides 
information about the stability of the coefficient 
estimate. In this process, a large number of sub-
samples are drawn from the original sample with 
replacement (Hair, 2016). After running the 
bootstrap routine, Smart PLS shows the t-values for 
structural model estimates derived from the 
bootstrapping procedure. The results of path 
coefficients for all hypotheses are shown in Table 9. 
The t-value greater than 1.96 (p<0.05) shows that 

the relationship is significant at 95% confidence 
level (α = 0.05). The path shows whether the 
relationship between measured and latent variables 
is significant or not. 
Table 10 shows the path coefficient values and 
bootstrapping results for hypothesized 
relationships between study variables. As indicated 
in the table, human resource outsourcing had a 
direct effect on employee's turnover intention (β = 
1.668; t = 4.589; p < 0.05), as a result, H1 was 
supported. Human resource outsourcing had a 
direct effect on employee's performance (β = 0.535; 
t =2.864; p < 0.05), as a result, H2 was supported.
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Table 8: Fit summary. 
 

 Saturated Model Estimated Model 

SRMR 0.083 0.089 

d_ULS 2.232 2.549 

d_G 0.540 0.562 

Chi-Square 620.651 640.862 

NFI 0.534 0.519 

 
 
 

Table 9: The results of path coefficients for all hypotheses.  
 

 R Square R Square Adjusted 

Employee Performance 0.038 0.008 

Employee Relation 0.005 0.000 

Job Satisfaction 0.006 0.000 

Motivation 0.001 -0.004 

Organizational Commitment 0.002 -0.003 

Turnover intention 0.069 0.025 

 
 
Table 10: The path coefficient values and bootstrapping results for hypothesized relationships between study variables. 
 

 Hypothesis Path Coefficient T Value P Value Significant (Yes/No) 

H1 Human Resource Outsourcing > Turnover intention 1.668 4.589 0.019 Yes 

H2 Human Resource Outsourcing > Employee Performance 0.535 2.864 0.023 Yes 

H3 Human Resource Outsourcing > Motivation 0.253 2.941 0.006 Yes 

H4 Human Resource Outsourcing > Employee Relation 0.736 2.628 0.038 Yes 

H5 Human Resource Outsourcing > Job Satisfaction 0.666 5.718 0.011 Yes 

H6 Human Resource Outsourcing > Organizational Commitment 0.422 8.691 0.007 Yes 

H7 Motivation > Turnover intention 0.522 9.569 0.023 Yes 

H8 Employee Relation > Turnover intention 0.486 4.865 0.048 Yes 

H9 Job Satisfaction > Turnover intention 0.453 14.025 0.025 Yes 

H10 Organizational Commitment > Turnover intention 2.029 6.669 0.045 Yes 

H11 Turnover intention > Employee Performance 0.491 5.658 0.036 Yes 

H12 Qualification > Turnover intention 1.158 3.286 0.012 Yes 

H13 Experience > Turnover intention 0.092 7.419 0.034 Yes 

H14 Qualification > Employee Performance 0.143 0.637 0.244 No 

H15 Experience > Employee Performance 0.471 2.427 0.016 Yes 

 
 
Human resource outsourcing had a direct effect on 
employee's motivation (β = 0.253; t = 2.941; p<0.05), as a 
result, H3 was supported. Human resource outsourcing had 
a direct effect on employee relation (β = 0.736; t = 2.628; p 
< 0.05), as a result, H4was supported. Human resource 
outsourcing had a direct effect on job satisfaction (β = 
0.666; t = 5.718; p<0.05), as a result, H5 was supported. 
Human resource outsourcing had a direct effect on 
organizational commitment (β = 0.422; t = 8.691; p < 0.05), 
as a result, H6 was supported. Motivation had a direct effect 
on turnover intention (β = 0.253; t = 9.569; p<0.05), as a 
result, H7 was supported. Employee relation had a direct 
effect on turnover intention (β = 0.486; t = 4.865; p < 0.05), 

as a result, H8 was supported. Job satisfaction had a direct 
effect on turnover intention (β = 0.453; t = 14.025; p < 
0.05), as a result, H9 was supported. Organizational 
commitment had a direct effect on turnover intention (β = 
2.029; t = 6.669; p < 0.05), as a result, H10 was supported. 
Turnover intention had a direct effect on employee 
performance (β = 0.491; t = 5.658; p<0.05), as a result, H11 
was supported. Qualification had a direct effect on turnover 
intention (β = 1.158; t = 3.286; p < 0.05), as a result, H12 was 
supported. Experience had a direct effect on turnover 
intention (β = 0.092; t = 7.419; p < 0.05), as a result, H13 was 
supported. Qualification had no direct effect on employee 
performance (β = 0.143; t = 0.637; p < 0.05), as a result, H14  
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Figure 1: Theoretical framework. 

 
 
was unsupported. Experience had a direct effect on 
employee performance (β = 0.471; t = 2.427; p<0.05), as a 
result, H15was supported. 
 
 
Moderating effects 
 
The moderating effects of employee performance are given 
in Figures 1 and 2 
 
 
DISCUSSION 
 
Furthermore, the path analysis of the structural model fully 
supported our theory and showed that human resource 
outsourcing increases the employee's turnover intentions. 
Similarly, the structural model fully supports our theory 
and showed that human resource outsourcing decreases 
employee's performance. This finding also supports seven 
hypothesis of the study relating to motivation, employee 
relation, job satisfaction, and organizational commitment. 
Human resource outsourcing has a negative impact on 
employees motivation which ultimately increases turnover 
intentions and decreases performance. Human resource 
outsourcing also has a negative impact on employee 

relationship which consequently promotes turnover 
intentions and demotes employee performance. Human 
resource outsourcing has negative impacts on job 
satisfaction which turns out in turnover intentions and bad 
performance. Similarly, human resource outsourcing has a 
negative relationship with organizational commitment 
which ultimately results in turnover intentions and faulty 
performance. It is clear from the study that outsourced 
employees have a low level of motivation of work, bad 
employee-employer and employee-employer relationship 
leads to employee not being satisfied with their jobs, and 
having stumpy organizational commitment. We also found 
a significant complementary effect of Qualification and 
Experience on outsourcing turnover relationship. However, 
the effect of Qualification on performance was not 
substantiated. We found that outsourced workers were 
significantly less satisfied than the organization's 
employees. In this sense, it is possible to affirm that the 
outsourced workers that participated in this study possess 
more modest expectations and/or have less favorable 
frames of reference, negatively affect their motivation, 
employee relationship job satisfaction, and organizational 
commitment. 

In accordance with the results, outsourcing is a 
significant variable in explaining turnover intention and 
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Figure 2: Moderating effects of employee performance (1). 

 
 
performance. However, the results in this context are 
contradictory to the research of Girardi (1999) and Matusik 
(1998) who found that outsourcing increases productivity 
and organizational commitment by maximum utilization of 
the human resource. However, the results in this context 
are contradictory to the research of Kennedy (2002) 
viewed outsourcing in general as a negative change, which 
therefore would create higher levels of dissatisfaction and 
increased likelihood of leaving their positions. Our study 
validates the result of Campion (1991), Iverson (1994), 
Rosse (1984), Breukelen (1989) they found that due to lack 

of pay, promotion, career, supervision, and work-related 
areas, employees motivation becomes low and turnover 
intention becomes increase. Our study also validates the 
study of Walsh (2006) who found that outsourcing limited 
opportunities for training and development, as well as 
promotions which ultimately result in turnover intentions 
and stumpy performance. Moreover, in the context of 
outsourcing, this study is validating the findings of Kwon 
(2013) who found that long term employee relationships 
are often affected by many factors such as organizational 
culture and other relational satisfaction. We support this 
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Furthermore, the path analysis of the structural model fully supported our theory and showed that 

human resource outsourcing increases the employee‟s turnover intentions. Similarly, the 

structural model fully supported our theory and showed that human resource outsourcing 
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Figure 3: Moderating effects of employee performance (2). 

 
 
view that outsourced employees are unaware of 
organization's culture so they face difficulty in adjusting 
into that culture which results in turnover intentions and 
flawed performance. As the outsourcing strategy continues, 
employees begin to feel insignificant and the level of 
participation in their respective workgroups gradually 
declines. Furthermore, in light of the study conducted by 
Walsh (2006) examined the effect of an outsourcing 
strategy on those who become employed as a result of that 
strategy. They found that the outsourcing contract created 
minimal job security for the new employees because the 

organization was not committed to these employees 
beyond the contract. This study validates our results as well 
as the study of Abelson (1987), Rahman (2008), Mobley 
(1977). Moreover, it has been further supported by the 
study of Lazes (2000) who found that outsourcing usually 
has an impact on the organized labor by intimidating the 
labor force, as employees are threatened by the prospect of 
jobs moving overseas and are not enthusiastic about 
unionizing thus lowering organizational commitment. 
Based on the literature review, the researcher of this study 
had formed hypotheses on different variables and the 
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findings of the study support almost all the hypotheses. 
Therefore, it can be said that the findings of the study have 
validated with the previous studies which showed that 
outsourcing lowers motivation, employee relation, job 
satisfaction, and organizational commitment which 
ultimately turns in turnover intentions and decrease 
performance. 
 
 

CONCLUSION 
 
The research was based on the examination of the impact of 
human resource outsourcing on employee turnover 
intention and performance having variables motivation, 
employee relation, job satisfaction, organizational 
commitment, qualification and experience from multiple 
sectors of Pakistan. The analysis technique employed was 
structural equation modeling on Smart PLS software. The 
sample size undertaken in this research was 200 
outsourced respondents. Firstly, the analysis was made 
based on demographics and it was found that the male 
workers in this industry are more than females. Moreover, 
confirmatory factor analysis was done afterward. In this 
respect, all variables were found to be reliable based on CR, 
and AVE. Furthermore, discriminant validity was also 
tested and proved based on the HTMT criterion. Later, path 
analysis of the structural model was done and found that all 
the hypotheses concerning human resource outsourcing 
and its impact on turnover intention and performance were 
supported. However, other variables that were motivation, 
employee relation, job satisfaction, and organizational 
commitment were also found significant. Considering the 
results found by the study, it is conceivable that permanent 
employees, work conditions and terms are better, thus 
decrease turnover intentions and increase performances 
while on the other hand outsourced employees work 
conditions and terms are not better thus fostering turnover 
intentions and decreases performances in organizations. 
According to Judge (2012) studies in the literature on job 
satisfaction; this is an issue that could be subject to more 
in-depth analyses. Our results on organizational 
commitment only partially corroborate the literature 
(Paiva, 2013; Soldi, 2006). Motivation and employee 
relation still lacks research on this subject, both nationally 
and internationally (Gallagher, 2001). In this sense, more 
studies are necessary to elucidate the dynamic of 
outsourced workers and permanent employees in 
organizations. 
 
 
Implications 
 
There should be certain policies on the industry level 
regarding the concern of outsourced employees. Moreover, 
implementation is required on the policies: 
 
(1) Service charges should be fixed. 

(2) Quality of services should be monitored through proper 
channels. 

(3) Proper training and development sessions should be 
organized to enhance the capability of outsourced 
employees as well as to boost their morale. 

(4)There must be a standard contact for all the service 
providers and takers. 

(5) To avoid the mismatch with receivers‟ culture a 
rigorous training should be needed both from clients and 
service providers. 

6) Implementation of automated systems can improve 
recruitment efficiency by reducing human error. 

(7) Intranet systems in the companies can be installed for 
point of contact among permanent and outsourced 
employees. 

 
The findings of the study hold great significance for the 
researcher, academicians, and practitioners relating to the 
field of outsourcing. Outsourcing was previously 
considered as an important factor that has significance and 
impact on work-related factors that can be improved to 
retain employees. However, the results of the study can also 
become the basis of future researches concerning the field 
of outsourcing. Finally, the findings can also be used by the 
organization for better insight of outsourced employees 
and policymaking. 
 
 
Suggestions 
 
To improve this research in the future, firstly, the sample 
size could be increased. Furthermore, a comparison of high 
scale sectors with the low scale sectors in Pakistan can be 
made. Besides, the study in the future can also be improved 
by conducting a comparative analysis of multiple sectors of 
two countries such as Pakistan and India, Pakistan and 
Bangladesh. Moreover, additional variables can be 
incorporated into the study to examine their impact. 
Therefore, this study still has space for improvement and 
enhancement. However, it is beneficial for the different 
sectors which can now determine which variables should 
be worked on for retaining and improving the performance 
of outsourced employees. Moreover, a comparative study of 
different organizations of the same industry can also be 
done to analyze the variability of the constructs concerning 
each industry of Pakistan which can help improve human 
resource outsourcing practices aggregately of Pakistan. 
Besides, it would also be beneficial for the industries and 
their management in policy and decision making. 
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