
OR T T B I PR 

R I ER CE B HO ZO C LL RE 

IROB, KE 
'( 

BY 

EARCH PROJECT BMITTED IN PARTIAL FULFILLME T OF THE 

REQUIREMENT FOR THE DEGREE OF 

AD MINI TRA TIO 

CHOOLOFB IN 

VERSITY OF AIR BI 

MB R2011 



Thi i my original work and h not b en ubmitted for xamination in any oth r 

Uni ersity 

igned ......... . ~ ......................... Date ....... ?.J.1.' .. r .... !.! ........ . 
LLE J RI ..... ..,,.,. ......... 

0 61175179/2009 

Thj r earch project study has been ubmitted for examination with my appro al as the 

Uni ersity Supervisor 

igned ... ~ ................................. Date .!2f.. .-::(/.:-)tP.!/ .. ....... . 

OR.JO AB 

LE CTURER, HOOL OF B S ES , IVERSITY OF AIROBI 

ii 



0 T 

I the re arch r of this proj ct we a profound intell tual debt to tho nrich d 

thi project with mu h needed inti nnation and made it a ucce . I cannot name them all 

h \! e er; i humbly requ t all tho e v ho contributed t accept my expre sion f gratitud 

fi r their support. The following de erves special acknowledgment. 

First and foremost I thank the Almighty God for gi ing me good health and his ufficient 

grace throughout this academic journey. I gratefully acknowledge the insightful guidance 

encouragement, positive critici m and invaluable advic from my supervi r Dr. John 

Yabs which enabled completion of this project. Profound thanks and appreciation goes to 

my Hu band Rev. James G. for the support, encouragement and patience while I was 

away for long hours esp cially in the evening doing this study. This acknowledgment 

cannot be complete v ithout acknowledging my on Vincent G. whom I denied the 

presence of a mother at hi tender age to undertake this MBA course Vincent you 

per evered through it all indeed i salute you son. To my Parents Charity M and John M 

thanks for bringing me up through thick and thin you have been uch an encouragement 

and supportive towards the achievement of this cour e. You indeed laid down a trong 

foundation for me. My Brothers and sisters I salute you all. The management f Co

Operative Bank of (k) Ltd thorough the HR 0 partment and Librarian J hn and 

Geoffrey thanks for ensuring that all resources r quir d for me to undertake this course 

wer readily available. o all my clas mate and friends"' ho not only gave me company 

but also continuous! encouraged me to move on i am indeed grateful. I hope this proj ct 

will help ad ance the field of ut urcing both locall and globally. 

Ill 



D OJ Tl 

l v ould lik t dedicate this proj t stud. to the Almight od for hi continu d amazing 

gra e he h best wed up n me pr iding an pportunity l realize my dr am. Tra in 

ba k to m earl childh d in th illag , I can confe s He has be n my refuge and my 

fonr s. or that, Lord I can only ay Ebenezer, thi far you have brought me. 

Recei e all the Glory! 

To my on Yin ent for your per e erance and for bearing with my ab ence and bu y 

schedule during the p riod of study. May you grow to love and enjoy studying as you 

purposely ut do my today s good performance. 

To my husband Rev. Jame for your prayers patience and moral support. 

To my parents Brother and sisters for your encouragement and counsel throughout the 

life. May the !mighty od keep u all in His everlasting Love as we celebrate Hi 

Faithfulne s. 

"To God be the Glmy, great thing he ha done ......... . " 

iv 



8 T 

org nization redire t aluablc int mal kill and capabilitie to high alu dd d 

a ti iti the our ing debat h m ved fr m v heth r t urce t what and hov t 

u our e. any organization ar working tov ard the c ncept of core rganization 

dealing with core or strategic activitie surr unded by a net\l ork of maller companies 

and indi iduals pro iding a range of supporting ancillary ervices on a contra ted 

basis. mperical studie have shown that one important wa to cut development time is to 

rely one temal sourcing and ubcontracting in tead of d dicated staffs especially wher 

pr duct market are uncertain. The popularity of outsourcing and the irtual corp ration 

reflect the glowing recognition that it is difficult to perform all acti ities as producti ely 

a pecialists. The purpo e ofthi study was therefore to determine factors that inOuence 

bu ine proces utsourcing ervices/activitie b Horizon all Centre airobi Kenya 

its benefits and challenges. 

Busine outsourcing also known as business proce s ut ourcing (BPO) refer to thi 

type of arrangement wh re it in olves one busin s handing er its administrative duties 

to another business or profe sional. It also refers to contracting of asp cific functi n or 

bu ine ta k to a third party service provider. There are various factor that inOuence 

companie to ou ource. Th se fa tors include enabling exi ting staffs to concentrate on 

c re acti ities on organizati nal specialization focu ing on achie ing key trategic 

objectives owering or stabilizing overhead costs and thereby gaining cost ad antage 

over the competition . BP provide quantifiable benefit through impro ed effici ncies 



I \! overhead . duced payroll and fi w r capital in e tmen . rucially, ou urcing can 

provid mpanie ' ith great c pa ity for cxibilit , p cially in the pur hase of 

rapid I} d eloping ne~ t chnologie fashion g d or the myriad component of c mplex 

tern. With the capability to ofTer cu tomized ervice to suit the needs of their 

customer . the organizations that outsource benefit from increased customer sati faction 

and goodwill that go a long way in increasing their brand value. 

Ou ourcing does encounter some pitfalls and challenge . First of all outsourcing usually 

reduces company s control o er how certain s rvices are deli ered which in tum may 

raise the company s liability exposures. Another challenge with outsourcing comes from 

operation managers who embark on a re-evaluation and comparison of internal operati n 

" ith foreign options must be aware of the ri ks involved in dealing with firms that 

operate in different legal and cultural environments. Problems can rise regarding 

confidentiality curity and time schedules. The coordination and supervision required 

when a company outsources acti itie can al o be a challeng . Despite the above pitfall 

outsourcing has had a positive effect on the level of performance· key amongst thi i 

enhancement of cost estimation. The other positive results registered with out ourcing 

include enhanced growth in market share, positive return on a set increased staff morale 

and satisfaction increased customer satisfaction increa d supplier satisfaction 

increased product availability positi e effect on return on investment and reduced field 

complaints. 
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1.1 Background of tb tudy 

Bu ine acros the globe are usually affected by external environment as much as they 

are affected by the competition. Global factors that influence busine ses are legal 

political social techno! gicaJ and ec nomic. nderstanding of these factor is therefore 

important while de eloping a business strategy. With the increased turbulence and 

complexity in the bu iness environment companies are expanding globally to increase 

their profitability in ways not avaj)able to purely domestic enterprise (Hills and Jones 

2001). 

In any given country companies contribute a lot toward economic development by 

etting objecti es which are geared towards economic development of a country. Mo t 

organizations ha e adopted strategies to help them maximize profits such that e ery finn 

competing in an environment has its own competitive strategy. Whether explicit, that is 

de eloped through a formal planning proc s or implicit, that is e olved thr ugh the 

various functional activities of the firm (Porter 1998 . In order for an organization to 

urvi e in a competiti e environment, it has to adjust its strategic respon e by developing 

competitive strategies e pecially at the market level David 1997). ost reduction has 

become the key policy in many organizations to h lp them improve producti n and 

o erall performance of the organization. Outsourcing is adapted as one such strategy t 

help in reducing co ts as well as in attaining a competitive advantage (Laabs 2002). 

Out ourcing strategie has therefore gained popularity in the world o er and has been 

widely embraced in many developing countries. Pricewaterhouseco pers ( 199 ) 



oncluded from a tudy that ou urcing has mo ed mark dly fr m attending to single 

fun tion m re tlicientl to r on figuring a wh 

shareholder alue a ross the enterprise. 

in order to attain greater 

Many de eloping countri \ ith good communication infrastructure find BPO busine s 

lucrative. lt creates employment and generate sub tantial income for the citizens be it 

skilled or emi-skilled particularly the younger generation. ln addition the countries 

benefit from the foreign exchange earned. BPO business is very competiti e and 

companies that provide the BPO business require very strict adherence to set standards as 

well as strict operating procedures that cannot easily be met v ithout upport from the 

ho t governments. Although Kenya aJready has a growing outsourcing ector with over 

50 registered companie operational a boom is e pected. The main reason i that in June 

2009 the first of three high-sp ed undersea fiber-optic cables became operational in 

Kenya. The first to go li e was eacom cable followed by the Teams cable later Easy 

cable in the second quarter of 20 I 0 (Pricewaterhousecoopers 1999).The Kenyan 

Go emment has introduced a raft of incentives to make investing in out ourcing 

businesses a very attractive proposition. In fact Out ourcing is underscored in Kenya 

recently unveiled Vision 2030 initiative as a key pillar and driver of social and economic 

impro ement throughjob and wealth creation. 

orne of the key organizations that are dri ing the Kenya outsourcing agenda include the 

Ken a ICT Board Kenya Business Pr cess Outsourcing and all Centre oci t. , Export 

Processing Zones uthority ommunications Commi sion of Ken. a and th Mini try of 
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In ormati n and ommunication ricewaterhouscc p rs 19 9 .In th out urcin 

s t r of the Ken an economy th larg t am unt of an ntion has been center d on call 

centre . mpani u h as Kencall, k eb an and Ken- ech ata are orne of the 

better e tabli hed and succe ful caJI centre in Kenya. etting up a call centre requires 

large finan ial r ources technical experti e and international busine s development. For 

these reasons this may not be most ideal of the outsourcing opportunitie (Jathanna 

1992).However· there are many low-cost entry points into the outsourcing sector. One of 

thee i by leveraging online marketplaces that enable indiyjduals and businesses alike to 

bid for ou ourced assignments. orne of the largest online outsourcing marketplaces 

include eLance RentACoder and Guru which enable anyone from a software de eloper 

to an accountant to create their service profiles and then bid against competing bidders 

for assignments from practically every corner of th world (Jatbanna, 1992). 

1.1.1 Concept of Outsourcing 

Pearce and Robinson ( 1997) define out ourcing as the use of a source other than internal 

capacity to accomplish some tasks or processes. It is the strategic u e of outside re ource 

to perform acti ities that are trad itjonally handled by internal taff and res urces. 

According to (Kaathawala and Elmuti 2000) outsourcing is a management trategy by 

which an organization delegates major non-core functions to specialized and efficient 

service pro ider . Jathanna (1992 define outsourcing as contracting out non- trategic 

operations to a third party. Dessler (2003 simply defines outsourcing as letting outside 

vendors pro ide servi es. Walton (1999) defines outsourcing in Human Re ources 

3 



anagem nt as the pr an entire re p nsibility fi r a rvice area or 

fun ti nal a ti ity, v hich 'i as pr i u ly und rtaken in-h u e is tran fi rred t an 

ou ide uppli r. he w rk i ill undertaken but n t b staff employed b th 

organization. It i the trategi u e of outside re ources to perfonn a ti ities that ar 

traditionally handled by internal staff and re urces. 

1.1.2 Bu ioe Proce s Out ourcing in Kenya 

Business Process Outsourcing (BPO can be technically defined as the delegation of one 

or more TT-intensi e bu ines proce s s to an external provider that in turn owns 

administers and manages the selected proces based on defined and measurable 

performance criteria (Kinyua 2000). Its advantages are Economy of ScaJe Business 

Risk Mitigation uperior Competency and Utilization Improvement. The success of 

countries uch as India, China and the Philippines in outsourcing bas led to many 

countries including Kenya investing substantial re ources to develop their outsourcing 

potential. Busines Process Outsourcing (BPO) as a business model has gained rapid 

momentum and has grown to phenomenal market le els estimated to be o er U I. 1 

trillion per annum many emerging economies have engaged in this new industry. 

Organizations ha e been etting up and call centre around the world for several years for 

a variety of reasons. Many are dri en by co t savings while others are trying to maintain 

customer ervice levels. Whatever is motivating these expansion the resu lt is gr wth for 

region and countries that can accommodate such operations (Quinn J.B. and Hilmer 

F.G. 1994). 
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an ciation that aim to promot set tandard and increase the 

efTe ti ene s of the out ourcing indu try by haring b t practices and facilitating 

knm: ledge change. Jt provide thought leader hip through the network of certified 

professionals and rei ant indu try organizations publications and research initiatives. 

Pdcev aterhou cooper 1999).The Kenya BPO and Call entre ociety (KBPO C ) is 

the pri ate sector ass ciation representing the interest of the Call Centre and Business 

Process Outsourcing Industry in Kenya. The o iety s mandate is to establish a strong 

BPO and Call Centre Industry that will become a significant contributor to the Country s 

gro s domestic product (GOP) through attracting direct foreign investment and 

consequent job creation(Pricewaterhousecoopers 1999). 

1.1.3 Horizon Call Centre in Nairobi. 

According to the compan profile, Horizon Call Centre is East and Central Africa s fully 

on demand International all Centre and Business Process Out ourcing (BPO) Company. 

Horizon is a world class facility within airobi (Kenya) fully enabled to ervice the 

global market by deploying the best of breed technology to run its operations 24hours a 

day 7 days a we k. Horizon Call Centre was formed when a group of international and 

local investors saw that the future in Kenya s lCT sector lay in its ability to be a 

competitive player in the BPO space. Their strong op rating culture defines their process 

effectiveness that aims at delivering real business results and strategic value to their 

clients. They integrate their capabilities with tho e of their clients to drive business 

process effectiveness with the objective to increase efficiencies and improve usiness 

outcomes. It processes lnfrastructure and Technology have been designed and built 

pecifically to create a Call Centre and BPO en ironment conducive to efficiency and 

5 



effi Li ene . The II riz n an gem nt earn has a mbined e peri nee of o r 

60years in the u ourcing!BP ector. They ha c lie Lively among t them el e 

implemented operated and managed all entr and BP 's in the .K .. A, outh 

frica, India and for the last four years· Kenya with great succe . H rizon has a 

complete redundant electrical infrastructure with du I backup ninterrupted Power 

upply UP • Generator and a central monitoring curity room connected to facility 

access control and ( losed Circuit Television) C TV system. 

1.2 tatement of the Problem 

Most organization ha e adopted strategies to help them maximize profits. Cost reduction 

has become the key policy in many organization to help them improve production and 

overall performance of the organization. Outsourcing is adapted as one such strategy to 

help in reducing costs as well as in attaining a competitive advantage 

(Laab 2002 .Outsourcing strategies has therefore gained popularity in the world o er 

and has been widely embraced in many developing countries 

(Price' aterhousecoopers I 999) concluded from a study that outsourcing has moved 

markedly from attending to single function more efficiently to reconfiguring a >.: hole 

proce in order to attain greater shareholder value across the enterprise. 

Many studies done here in Kenya have main! focused on determining the le el of 

outsourcing among private organizations. erem (2003 did a survey of the out ourcing 

of Human Resource ervices by banks in airobi, Ogachi (2002) did a surv y on 

outsourcing the experience of Companies listed in the airobi tock Exchange Kinyua 

6 



urcin of le ted Financial Acti itie b Publici Quoted 

tudy on Ou urcing ofHRM service in micro 

finance in tituti n in Ken a while hanzu, 2002) did a urvey of Busine s ut ourcing 

Pra tices among t Pri ate Manufacturing Companie m airobi. These studies did not 

e. plore on all fa tors that influence Busines Proce Outsourcing services in privately 

owned organizations in Kenya and the benefits and challenges encountered. The Kenyan 

Go emment has introduced a raft of incenti es to make investing in outsourcing 

busine e a very attractive propo ition. In fact Outsourcing underscored in Kenya's 

recently unveiled Vi ion 2030 initiative as a key pillar and dri er of social and economic 

impro ement through job and wealth creation. orne of the key organizations that are 

driving the Kenya outsourcing agenda include the Kenya ICT Board, Kenya Business 

Proce ing and Call Centre ociety Export Processing Zones Authority and 

Communications ommi ion of Kenya .There earch question therefore for this tudy is: 

Determine factors that influence Busine s Process out ourcing service by Horizon Call 

entre based in airobi Kenya? 

l.3Re earcb Objective 

The objectives of this tudy ought to: 

1. Detennine factors that influence Busine s Process Outsourcing services by 

Horizon Call Centre airobi. 

ii. Determine benefit and challenges of Business process Outsourcing by Horizon 

call Centre. 

7 



{2 did a uney of u ur ing of el t d inancial Acti ities by Publicly 

ompani in Kenya. o ri 20 did a tudy n u ur ing of HRM ervi in micr 

finance in titution in Kenya while hanzu 2002 did a urvey of Bu ines 

Practice amongst Pri ate Manufacturing ompanie in airobi. These studi did not 

xplore on all factors that influence Busines Proce ervice in pri ately 

owned organizations in Kenya and the benefits and challenges encountered. he Kenyan 

Government has introduced a raft of incenti es to make investing in out ourcing 

businesses a very attracti e proposition. ln fact Outsourcing underscored in Kenya s 

recently unveiled Vision 2030 initiative as a key pillar and dri er of ocial and economic 

improvement through job and wealth creation. orne of the key organizations that are 

driving the Kenya outsourcing agenda include the Ken a ICT Board Ken_ a Business 

Processing and Call Centre ociety Export Processing Zones Authorit. and 

Communications Commi ion of Ken_ a .The r earch question therefore for this tudy is: 

Determine factors that influence Business Proce s outsourcing services by Horizon Call 

entre based in airobi Kenya? 

1.3Research Objective 

The objectives of this study sought to: 

1. Determine factors that influence Business Process Outsourcing erv1ces by 

Horizon CaJI Centre airobi. 

ii. Determine benefits and challenges of Business process Outsourcing by Horizon 

call Centre. 
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1.4 Imp rtance of tbe tud 

The r ults fthi tud v ill be imp rtant to ariou take holders in the indu try: 

t, Granting that the competencies of the finn and it e entiat reason for e i tence 

sh uld be kept in-house, it is important to study what finns should then out-source. This 

study will help other finns in the same industry to know v hat to outsource in order to 

maximize profit and offer increased returns to shareholder . Out ourcing is a strategy that 

can allow managers to leverage their company's skills and resources well beyond levels 

a ailable with other strategies. The benefit of ucce fully implementing it maximize 

return on internal resources by concentrating in estments and energies on v hat 

enterprises do best. Well-developed core competencies provide a fonnidable barrier 

against pre ent and future competitors that seek to expand into the company s area of 

interest. In a rapid changing market place and technological situations, thi strategy 

decreases risks. shortens cycle time lowers in estments and creates better 

responsi eness to customer needs Quinn and Hilmer 1994). 

econd the KBPOCC and call centre equipment and technology suppliers will find 

this study aluable in tenn of unearthing factor that influence BPO ervices in Kenya 

and recommendations on those factors that contribute to the national ec nomic 

de elopment. The indu try regulators and policy maker .Kl E and CCK will find this 

study useful for purposes of coming up with policies and regulations that would h lp the 

Kenyan call centre and telecommunications service indu try to better e aluate control, 

8 



m nitor and implem nt tho e fa t rs of BP ervic that contribute to the ec nomic 

de lopment of the country. 

ird the tudy will serve as a useful point of referenc by scholar and academician for 

und rstanding the call centre competitive scope in Kenya. It will also serve academician 

and scholar with additional knowledge and it was hoped that it will stimulate further 

research on the subject. 
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I RAT 

2.1 Introduction 

This chapter pre ents a re ie\i of the related literature on the subject matter under tudy 

pre ented by various re earcher cholars anal s and author . here earch will draw 

materials from several ource which are closely related to the theme and objecti es of 

the tud . 

2.2 Definition and Evolution of Out ourcing. 

s organizations redirect valuable internal skills and capabilities to high value adding 

activitie the sourcing debate has moved from whether to outsource, to what extent and 

how to outsource (Venkatraman 1994).To become truly competitive corporations have 

been through down izing rightsizing restructuring and re-engineering. Many 

rganization are working towards the concept of core organizations dealing with core or 

strategic acti ities surrounded by a net\! ork of smaller companies and indi idual 

a so iates) providing a range of supporting ancillary ervice on a contracted ba is 

Daniel 1998).Strategic outsourcing occurs when companies realiz they cannot afford to 

be best in the world at all elements of their value chain supporting tho e markets. To the 

e tent that they are not best-in- world at an activity (including tran action cost) they give 

up competitive edge by producing that activity in-hou e rather than outsourcing it to a 

be -in-world supplier (Quinn and Hilmer 1994). 

10 



ifTerent author ha e i en different definition to th tenn out ur ing. P arce and 

Robinson 1 7 define ut ur ing a the u e fa ource other than int rnal capa ity to 

a ompli h me task or proce e . ft i th strategic u e f ou ide re urces top rform 

activities that are traditionally handled b internal staff and re ources. According to 

Kaatha ala and Elmuti 20 0 outsourcing is a management trategy by which an 

organization delegate s major non-core function to pecialized and efficient service 

providers.Jathana (1992) defines outsourcing as contracting out non-strategic operations 

to a third party. Dessler (2003) simply defines outsourcing as letting outside vendors 

provide services. Pearce and Robinson (1997) states that outsourcing is based on the 

notion that strategies hould be built around core competencies or activities that add 

value. Therefore activities that cannot be done cost effectively should be done out ide the 

finn. Pricewaterhousecoopers (1999) concluded from a study that outsourcing has mo ed 

markedly from attending to single function more efficiently to reconfiguring a whole 

process in order to attain greater shareholder value across the enterprise. Emphasis is 

shifting from outsourcing parts facilities and components towards outsourcing the 

intellectual based systems. Traditional outsourcing emphasis on tactical benefits like co t 

reduction-cheaper labour co t have more recently been replaced by 

productivity flexibility speed and innovation in developing business application and 

accessing to new technologies and skills(Wild et al.1999).According to (Quinn and 

Hilmer, 1994).) ut our ing is the de olution of the day-to-day performance of services 

to an extemaJ agency usually under a contract with agreed standards co ts and 

c nditions but v ith responsibility for those ervices remaining with the organization. 

ll 



Bu ine urcing. al kn ' n as u ine ut urcing (BPO re ers to thi 

type of arrang ment " her it in ol one bu ine s handing cr its admini trati e dutie 

t an th r u ine or pr fe i nal. It refers to contra ting of a pecific fun tion or 

busine s task to a third party ervice pro ider. ypically specific functions ar 

outsourced by companie as a co t-sa ing measure. BP can be classified into two major 

categori s namely back office utsourcing and front office outsourcing (Wild et 

al.l999).Back office ou ourcing includes internal business processes such a payroll 

Human Resources billing or purchase while front office outsourcing compri e of 

customer-facing function such as technical support or marketing. Large! BPO 

functions are contracted not only outside a company to a third party but are al o 

contracted out ide one s country to reduce costs which are also referred to as off horing. 

he BPO industry has emerged as one of the biggest indu tries offering a plethora of 

opportunities worldwide. The advantage outsourcing has to otTer easily outshines the 

drawbacks. Emphasis is shifting from outsourcing parts facilities and components 

towards outsourcing the intellectual based systems. 

Traditional outsourcing emphasi on tactical benefits like co t reduction-cheap lab r cost 

have more recently been replaced by productivity, flexibility speed and innovation in 

de eloping business applications and access to new technologies and skills Wild et 

al.1999). cholars adapting strategic perspective and practitioners adopting conventional 

wi dom add that core acti itie hould stay in-house whilst non-core acti ities can be 

outsourced in order to pre erve core competencies. ore competencies and distinct 

competencies are e entially a bundle of corporate skills that cut across traditional 

functions such product and service design technology creation customer service and 

12 



gi tic Prahal d and Hamel. 19 6 . tudy carri d ut by Price" at rh per . 

) tabli hed that ou ur ing h , mov d mark dly fr m attending to a ingle 

fun ti n more efficientl , to rec nfiguring a whole pr cc s in order to attain greater 

hareh lder alue acros th enterpri e. 

2~3 Out ourcing: a Paradigm hift 

Helper and ako (1995) argue that managers need to mo e from arm s length bu ine s 

relationship towards long-term collaborative strategic partnership with external 

business partners. At the arne time many large firm are treamlining their operations 

and moving away from the traditional ertically integrated organization toward the 

pro ision of external contracts of key activities thus generating a portfolio of 

relationships. Companies that previously focused on size specialization, job de criptions 

and price now emphasize speed integration job flexibility and value. This in turn has 

ignited an enormous trend of organizational change where corporate change i the rule of 

the day (Gauther 1997). ome of the resulting consequences are visible and ea ily 

quantifiable whil t other are subtle and less vi ible uch as the impact on organizational 

culture, values and ways of working. These les isible changes are more difficult t 

recognize and to communicate, as they repre ent a basic shift in the environment such a 

alterations in management expectations or preferences toward an organizational ervice 

or product. ft is held that these less isible or qualitative changes represent a paradigm 

hift " here one way of I king at the world is replaced by another rather than by any 

slow process of rational re-appraisal (Kuhn 1970) 

s stated in our increasingly uncertain economic climate and with an emerging 

globalization accompanied by a lowering growth rate world-wide proliferati n of 

13 



m n poli ti or oligopoli tic mullin tiona! rporati n • capital utilization fTe ti en s 

and the pid prolifl roti n o in rmati n technology ha e cau ed organizati n to r -

e aluate h \' they perate in th market pia e. T pe -. ith th e en ir nmental 

pre ure enterpri e are attempting to repo ition th m el e higher on the alue chain 

o as to gain competiti e advantage in an uncertain World we zy. 1997).To do thi · 

corporations are undergoing organizational change with the emphasis on flexibl lean 

and mean trucrures and a focus on core competencies' . As part of the process of 

progre sing up the value chain organizations are striving to reduce costs and improve 

efficiency and thereby utilize a variety of outsourcing arrangement . uccess is defined 

by the ability to connect quickly and meaningfully with busines partners and cu tomers 

in order to rapidly improve the quality of goods and service . onsequently companies 

are rapidly devol ing from self-contained verticall y integrated organizati ns to more 

irtual entities that rely on business partners to fulfill major parts of their upply and 

al ue chain requirements (Kutnick, 1999). 

2.4 Factor that influence Bu ioe Process Out ourcing 

There are various factors that influence companies to outsource. These factors include 

enabling existing staffs to concentrate on core activities on organizational specialization 

fi u ing on achie ing key strategic objecti e Lowering or stabilizing overhead co ts 

and thereby gaining co t advanLage o er the competition . ccording to (Kinya 20 0) the 

main dri er behind today s BPO includes ne d to: accelerate resources for other 

purpo es avoid the function since its difficult to manag or out of control improve 

company focus make capital finds available reduce op rational costs reduce ri k and 
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ac e ibilit} of world cl capabilities. mall sp ialized suppliers offer greater 

re pon i eness through ne' technologic which ha e undennincd the need for the 

ertically integrated organization and ha e also helped achie e economi of cale 

(Quinn an Hilmer, 1994). 

Many organizations the world-over are burdened with having to bear headquarters and 

upport costs of constantly managing in-source acti ities. One of the great gain of 

outsourcing is the decrease in executi e time spent managing peripheral activities -

freeing top management to focus more on the core of its business. Various studies have 

hown that when these internal transaction costs are thoroughly analyzed, they can be 

extremely high. Since it is easier to identify the explicit tran action costs of dealing with 

external uppliers, these generally tend to be included in analysis. Harder- to- identify 

internal transactional costs however are often not included thus biasing re ults. One of 

the great gains of outsourcing is freeing top management to focus more on the core of its 

business (Aveni and Raven craat 1994). ln an attempt to understand their true core 

competencies, companies review their internal operations and outsource the day-to-day 

office operations. By out ourcing non-core back office activities the organization can 

redirect those key human re ources on to greater value added acti ities. Thus, business 

proce s outsourcing helps companies build long tenn relation hips with their customer 

by expanding their ability to offer a variety of innovative products continuous improved 

service le els accelerated time-to-market and consequently, reduced costs 

(Chanzu 2002). 
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tudi reveal th t I % of c mpani that ou ourc th ir training requir m n [I r 

ample, rat th ir learning m re extreme!) effecti than tho e that run all their training 

program int mally. ompanie that outsource focu m re on training program tied to 

busine impa t. By le eraging technology and nhanccd control outsourcing help in 

increasing perational flexibility and calability without tying up capital ( gachi, 

2002).Companies are often able to capture new efficiencie and consequently impr ve 

their productivity. Availability of highly qualified talent pool and quicker adoption of 

well-defined business processe leads to productivity improvements with ut 

compromising on quality. Organizations that leverage the BPO strategy enjoy impro ed 

financial and competitive positions and have a distinct advantage o er their competitors 

in terms of increased customer atisfaction increased operational effectivene s and 

access to global capabilitie , increased cash flow and fa ter time-to-market 

amasivayam 2004). 

Research also shows that under information asymmetry where one party ha more 

information or greater access to information with respect to supplier skill level bonu 

hemes conditioned upon supplier performance may be sub-optimal (Wilcoks and 

itzg raid J 994).Research conducted on exploring inti rmation asymmetry between IT 

buyer and IT upplier and the effect on user benefit and development costs sugge t that 

a viable contract produce the arne equilibrium externally as an in-hou e IT

devel pment ( Whang I 992 . urthermore although outs urcing i undertaken by many 

corporati ns in order to control or reduce costs there is a growing evidence that 

outsourcing does not decrease costs as expected and in orne cases costs increase. s 

outsourcing leads to a re-definition of organizational boundaries and by implication 
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tru rural djustm n in ol ing human re ur e . the chang mcur ocial as well as 

financial c . lth ugh the e co ar tran itory and can b mitigated by facilitating th 

adjustment thr ugh the re-training and re-deployment of tafT within the rganizati n, 

their tran fi r to the suppli r rganization and ensuring redundancy payouts can till be 

consideration (Domberger. 1998 . om s holars argue that although ou ourcing 

represents tate of-the-art management, the practice of lean production invol e the 

explicit reinforcement or creation of sectors of low-wage contingent workers frequently 

employed by mall busines e (Harrison l994).What is clear is that the cost of 

outsourcing is not uniformly distributed among the stakeholders of the organization and 

that the effects of contracting out on o erall employment levels in the economy is n t 

well researched (Domberger 1998 .In efTect the social impact of outsourcing on ocial 

structure is not yet fully appreciated. 

According to (Quinn, J.B. and Hilmer J 994).0ut ourcing decisions tend to b 

incremental. As concluded "a whole series of incremental ou ourcing decision . taken 

individually. may make economic ense but collectively they may also repre ent the 

surrender of the business's capability to compete'. Core products or technology rna be 

compromised and the finn could become dependent on a large range of supplier . 

Jathanna (I 992) challenged the cost of outsourcing claiming that "the economic are 

troubling at best and extremely costly at wor t". This iew was shared by who believed 

conventional accounting systems are incapable of pro iding the rele ant cost infonnati n 

on which to ba e a decision. In the long term he argued out ourcing may not be the b 

strategy for e ery function. imilarly reported that outsourcing normally occur n t as 

part of a coherent strategy but in order to save money. As argued by (Koori 20 6 
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urcing can pr id a h rt cut to a m re omp titi pr duct. but it typic lly 

c ntribute linle to building the p ple-emb ied kill that ar nece ry t 

pr du t I ade hip". 

2.- Benefits of out ourcing 

One of th mo t important benefit derived from out ourcing is in terms of cost avings 

( erem 2003). Companies that outsource their work have access to the best of talent and 

expertise in the outsourcing domain at very low costs. Research reveals that companies 

that outsource gamer savings of about 40 - 50% which is highly substantial and 

extremely beneficial. Multinational companies le erage the huge pool of human 

resources available in developing countries such a India China and others to outsource 

their non-core activities and processes while taking advantage of low cost of labor. 

Quinn and Hilmer (1994) find a significant relationship between outsourcing and 

profitability margin where they found that Chrysler s profit margin is four times as high 

as that of General Motors due to effective out ourcing through trategic alliance . BPO 

provide quantifiable benefits through improved efficiencies low overheads reduced 

payroll and benefit expenses and fewer capital investments ( erem, 2003). Outsourcing 

provides flexibility io response to changing market conditions and reduces inve tment in 

high teclutology. Crucially outsourcing can provide companies with great capa ity fi r 

flexibility especially in the purchase of rapidly developing new technologies, fashion 

goods or the myriad component of complex system (Harri on 1994). BPOs provide the 

management with flexible and scalable services to meet the cu tomer s ever changing 

requirements which pro ide a distinct advantage to the organization especiaJiy to upport 

company acquisition consolidations or joint entures (Laabs 2002). With the capabilit 
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f th ir u l mers. the organization · that 

u t mer sati fa ti n and g odwill that g a I ng \!a 

in in r ing th ir br nd alue. net\ rk of uppli rs can pro ide an organization ' ith 

the ability to adju t the scale and cope of th ir pr ducti n capability upward r 

downwards at a lower co t to changing demand condition and at a rapid rate. such 

outsourcing can provide great r flexibility than the vertically integrated 

organization Harrison 1994).Furthermore outsourcing can decrease the pr duct r 

process design cycle time if the eli nt u e:s multiple best-in-class supplier , wh work 

simultaneously on individual components of the system as each supplier can contribute 

greater depth and sop hi cated know I dge in pecial ized areas and thus offer higher 

quality input than any individual suppljer or client Quinn and Hilmer 1994). 

Business Pr cess Outsourcing is considered as one of the mo t effective methods to 

achie e new levels of uccess productivity and profitability. BPO provides acce to 

proprietary work flo\! system proce s re-engineering skill inno ative staffing and 

delivery models combined with world-clas techn logy delivered by exp rts. 

ut ourcing has e olved as one of the biggest steadily growing industries e pecially in 

the developing countries with a large human re ource p ol owing to the multiple 

ad antages and benefits that it offer (American Outsourcing Institute 1998).Perhaps the 

greatest advantage of outsourcing is the full utilization of external suppliers investments 

inno ation and specialized pr fes i nal capabilities that otherwise would have the case 

which for any one organization would be prohibiti ely e pensi e to replicate. Ho ever, 

transferring ftxed co ts into variable costs by elling assets to an outsourcing vendor i 
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n id red an d antage fi r man rganization . Th c mpany rec i e h p ym nt 

and tran fi . ed co into ariabl erhead ( il k and itzgerald. 19 4). 

2.6 Ri k nd Limitation of out ourcing 

Ou ourcing d s encounter orne pitfalls and pr blems. ir t of all. outsourcing usually 

reduce company s control o er how certain service are deli ered which in turn may 

raise the c mpany s liability e p ures. Companie that ou ource should continue to 

monitor the contractor s acti ities and establish con tant communication (Guteri 

1996). nother big problem with outsourcing comes from the workers themselves as they 

fear lo ofj bs. Harrison (1994 argues that outsourcing can also lead to a decline in the 

morale and performance of the remaining employees. Furthermore operation manager 

who embark on a re-evaluation and compari on of internal op ration with fi reign 

options mu t be aware of the risks involved in deaJing with firms that operate in different 

legal and cultural en ironments. Problems can rise regarding confidentiality security and 

time schedule (Quinn and Hilmer 1994). The coordination and supervision required 

when a company outsources activities be a challenge. The Boston Consulting Gr up 

found "co-ordinating a gaggle of subcontractors is often more time-consuming and costly 

- than managing in-house manufacture of the parts in que tion". If the Jack of 

coordinati n results in poor communications then this could also have "severe effect on 

workplace safety". (Koori, 2006). 

rganizations risk become dependent on outsourcing suppliers for services failing t 

realize the purported hidden cost savings to outsourcing losing control over critical 

functions, having to face the prospect of managing relationships that go wrong and 
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" crin th m rat f nnan nt employe (V it k and itzg r ld, 19 4 . 

ou urcin n gen rat nev ri k • u h a the lo of critical kill or de eloping the 

\ ng kill , the lo of cr s -functional skill and the lo of control o er upplier 

pn ri tie d n t mat h client need . hort-term contra t ba ed on the principle f the 

lowest winning bid, are claim d to stifle incentives to inno ate b cause reward fl r 

innovation cannot be captured by the contractor (Oomberger 1998). 

2.7 Growth of Call centre indo try in Kenya 

The growth of the call centre industry has received considerable attention for the past 

years. The trend is basically to outsource this ervice to countries v here labour cost less 

but the quality is up to par with those of Western countrie . The Philippines and India are 

two of the countries most! preferred when outsourcing call centre agents. Both countries 

speak good ngJish as they were both former colonies of English speaking countrie uch 

as the United tates and Great Britain respectively. A call centre is operated by a 

company to administer income product upport or inforrnati n inquiries from customer . 

Outgoing calls for telemarketing clientele and debt collection are a1 o made. In addition 

to a call c ntre collective handling of letters faxes and e-mails at one I cation is known 

as call centre. A call centre is often operated through an e tensive open workstation with 

v ork stations that include a computer a telephone set/head et connected to a telecom 

witch and ne r more supervi or workstation. It can be independently operated r 

networked with additional centre often linked to a corporate computer network including 

mainframe micro computer and local area networks ( hanzu, 2002) Call centre are 

quickly becoming a major point of call for servicing customers and generating ne 
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re"cnu m ari ty of indu trie . all centre pr id the ingle mo t call point fl r 

cu l m rs n II lh ir requirem n and hence impro e s rvice in l rm f 

communicati n. re p n e time and quality of deli ered ervic for any organizati n. 

Th Kenya Business Proces ut ourcing Call entre of Kenya ciet (KBP ) i 

leading in the growth of th business proces outsourcing and call centre indu try in 

Kenya. KBP has been identified as one of the main vehicle that will be u d for 

the rapid development of the Kenya s economy and employment especially for the 

youth.KBPO note that the two major factors that will drive growth in this sector are 

mostly increased bandwidth and connectivity in telecommunications 

(Price\ aterhousecoopers I 999).The other players in the industry include the Kenya 

In formation and ommunications Technology ervice Exporters (KICT E) which 

represents the call centre pri ate ector initiatives in the country.Kl E was form d for the 

ole purpo e of regulating and over eeing the growth and development of the call centre 

sector in Kenya. The other important industry player is the Communications Commi si n 

of Kenya (CCK) which is responsible for developing and co-coordinating policies and 

strategies with respect to de elopm nt and operation of elecommunications service m 

Kenya (Pricewaterhousecooper 1999).The commission licenses telecomrnunicati ns 

operator and service provider and monitor performance on a continuous basi to 

ensure that they discharge their obligation as stipulated in their Jicen es and in keeping 

with the provi ion of the Kenya ommunications Act I 998 and the Kenya 

Communications Regulations 200 I. The Kenya s call centre industry is in the 

introductory stage and contributes to a small proportion of the KBPOCC indu try 

(Chanzu 2002). 
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cc rding to the 2006/2007 mmunicati n Commi ion of Kenya K) annual 

report: there are at tal of 19 call c ntl< operat rs \! h ha e regi tered fl r licen with 

C K fr m ariou sectors of the economy. The call centre industry has employed a total 

of 3 000 employees from different sectors of the economy and indu ry. eventy per cent 

(70%) of the Kenya s call centre business is conducted in-hou e while thirty per cent 

(30% is outsourced internationally to countries such as India and PhjJippines ( hanzu, 

2002).1f Kenya addresses the competitive strategies it i facing the call centre indu try 

by end of year 20 II could represent a market with over J 600 call centres, 114 500 agents 

and contribute to the Gross Domestic Product (GOP) of the economy with annual 

revenue of$ 19.3 Million Frost and Sullivan 2008).Kenya s vision in the 1990 s was to 

become a significant force in the information and Communications Technology(J T) but 

as a country works towards Vision 2030 increased I T developments will enable the 

country to become a significant player in the global out ourcing and call centre market. 

Currently; there is a worldwide acknowledgement of Kenya s transformation into a 

regional hub for call centres related acti ities. Many entrepreneurs ha e cited its growth 

potential improving good infrastructures increa ed liberalization and high I vels of 

education to justify planned r continued inv stment in the call centre (Kinyua 2000). 

H rizon Call Centre is East and Central Africa s fully on demand International all 

Centre and Bu iness Proces Out ourcing (BPO) Company. It is a world class facility 

within airobi (Kenya) full enabled to ervice the global market by deploying the be t 

of breed technology to run its operations 24hours a day 7 day a week. The compan \1 a 
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fonn d when a group of international and to at in e tor sa\i lhat the future in enya 

ICT ector lay in its ability to be a comp titive player in the BP pace. Their trong 

operating culture defines th ir process effecti eness that aims at delivering real busines 

results and strategic value to their clients. They integrate their capabilitie with tho e of 

their clients to drive business process effectiveness with the objective to increase 

efficiencies and improve business outcomes. Horizon proce se infrastructure and 

Technology have been designed and built specifically to create a all Centre and BPO 

environment conducive to efficiency and effecti eness. 

The Horizon Management Team has a combined experience of over 60years in the 

Outsourcing/BPO sector. They have collectively amongst themselves implemented 

operated and managed Call Centres and BPO's in the UK U A outh Africa India and 

for the last four years· Kenya with great success. The training and recruitment department 

of Horizon is widely spread. This enable it to process large intakes of staff and 

accommodating them in a modern and well equipped environment to ensure continuou 

ski lls development for its best in class workforce. They provide their staffs with state of 

the art tools and technology to achieve their objecti es and more importantly, be 

successful in servicing their clients and partners. 

Therefore, the company should outsource activities if to carry them out internally would 

require exce sive investment to get the lowest unjt cost. 
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PT R 

RE E R H THO DOLO 

3.1 Introduction 

The research methodology was a road map that guided the process of the study and v as 

to ensure that the objecti es were m t through the an wering of the research questions. 

This chapter was to cover the research design data coli ction and analysis. 

3.2 Research design 

The research was in the form of a cas tudy. This was to allov in depth tudy since lhe 

research required an investigation to determine various factors that influence BPO 

services by Horizon Call Centre airobi Kenya which was be t obtained by case study. A 

case study is a very popular form of qualitative analysis and involves a careful and 

complete observation of a social unit be that unit a per on a family an institution a 

cultural group or even the entire community ( hanzu 2002).The advantage of using a 

case study include facilitating intensive study of concerned unit which was not pos ible 

with other methods and possibility of obtaining the inside facts from the experienced 

employees. According to (Ogachi 2002 a single well de igned case study provided a 

major challenge to a theory and provided a source of new hypothe i . 

The limitations of the case study included the danger of fat e generalization which was 

e perienced b cause of lack of set rule to follow in collection of information it was time 

consuming and expensi e the researcher would be subjective and it was used in a limited 

sphere not in a big society. Despite the above limitations the study wa based in airobi 

and the researcher interviewed the hief executive officer (CEO) Deputy hief 
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Ex uti ffic r. the five S) Head of d partment and fi e (5) unit head from ea h 

department of Horizon all entre. he mpany Depanments are: peration 

lnfi nnation echnol gy 

Analytic department. 

3.3 Data Collection 

Human Re ource , Bu ine e elopment and Bu ines 

The study used both primary and secondary data. Primary data was collected through 

personal interview u ing the interview guide that i attached in appendix 2. The interview 

guide enabled the coverage of all factors that influence bu iness proces outsourcing 

services benefits and challenges under research. The interview method u ed was a direct 

personal investigation which aimed to collect the information from all sources targeted. 

In Lhe structuring of the que tion closed ended questions that wou ld limit the 

respondents answers were avoided in an effort to minimize the risk of subjective 

answers. Secondary data was obtained from Horizon call centre website annual b ard 

papers internal news letter brochures and any relevant document was also utilized to 

compliment information from the interview 

3.4 Data Anal sis 

Content analysis was done since the data collected was mainly qualitattye in nature. 

Content analysis measured the seman~c- content or what a_p ct of the message. It 

breadth made it flexible and wide-ranging tool that was used as a methodology or a 

problem specific technique (Koori 2006). he content analy is wa de cribed a a 

research techn ique for the objecti e sy tematic and qualitative de cription of the 
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manifest content of communication ( gachi, 2002). nt nt analy i guard d again t 

elective perception of the c ntent, pr vided for the rig r u application of reliability and 

alidity criteria, and al o amenable to c mputerization. a e tudie yielded information 

that would not be obtained using other methods. Content analysis f data was based on 

analysis of meanings and implications emanating from respondent s infonnation and 

documented data on factors that influence BPO services by Horizon Call Centre. 
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D T 

4.1 Introduction 

CH PTERFO 

Y I RE ULT DDI 

Thi chapter pre ents the re ults of the analysi of data collected through interview with 

the e en ( 12) interviewees. The interviewees consist of the Chief e ecutive officer 

(CEO) Deputy hief Executi e Officer and the five (5) lead of departments and fi e (5 

units heads of Horizon Call Centre. The data was analyzed using content analysis based 

on meaning and implications emanating from respondents information and documented 

data. Specifically it tarts with the analysis of the general information of the company 

then proceeds to re ults on the factors that influence business process outsourcing 

services by Horizon Call Centre benefits and challenges. The researcher interviewed 12 

respondents. The study sought to determine factors that innuence business proce s 

outsourcing in Horizon Call Centre, airobi Kenya. It also ought to determine benefits 

and challenges on BPO services/activities. 

4.2 General information of the firm 

This section represents the general information about Horizon Call Centre. This includes 

the ownership communications of objectives whether or not the company embrace 

ou ourcing as one of their strategies basic requirement an inve tor needs to operate a 

call centre and current outsourcing activities. 

The researcher found out from the study that the Company is headed by one (I) hief 

Executive Officer as i ted by one (J) deputy E . There are Five (5 Heads of 

Departments HODs) who heads Department and five (5) unit heads that operate under 
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the H D .The fi e department ar : peration , In rmation T hnology (I Human 

Re urce D elopment and Bu ine nal ytic department. Th mp n 

tarted with ix (6) sta s, but curr ntl it has Three Hundreds (300) taffi majority b ing 

deployed in peration and few in Busin ss Analytics department. 

4.2.1 Ownership of the Company 

The researcher found out from the study that the ompany does not have an other 

Branch locally· howe er it has a Mega Branch in India. In addition there earcher found 

out that the ompany was jointly owned where 75% is largely foreign owned whereas 

25 % is largely locally owned as shown in Table I below. 

Table l: Company Profile by Owner hip. 

N=12 

Frequency Percentage 

Company Owner hip (No.) (%) 

fWhoiJy local owned 3 25% 

Largely foreign owned 9 75% 

Total 12 100% 

Source: Research Data 

4.2.2 Communication of Objectives 

The intervie guide sought respon e on how corporate objectives of the company ere 

communicated to the staffs. From the re pon e recei ed from the intervi wees it was 
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clear th t the orp rate bjecti wer ntr nched in the trat gic pi n o the 

organization wh re each department had it obj ctive that had t b meL All the 

departmental objecti es were congruent with the o erall c mpan)'\ ide objecti es. he 

staff memb r are al o c n antly reminded of their bjective during meeting carried 

out between managers and other staff members to rc iew their p rformance during and 

o era certain specific period of time. The study al o indicates that there is awareness and 

involvement as the outsourcing strateg was being embraced by each of the 

respondents.HODs '-' as involved in formulation and implementation of the strategy. 

4.2.3 Basic requirement for operating a Call Centre 

The researcher established that in order for one to successfully start a call centre 

financial requirements are as important as Ph sical and tructural facilities. 

The researcher further establi hed that the Call entre was in a well designed work pace 

that allows for free movement and interaction of taffs. The building was well air

conditioned and proper civil and tructural measure was well taken to ensure that the 

building is able to support all the staffs at any given time. The building was secured as 

the call centre operations are twenty four hours and tafT working on the night shill need 

to feel afe and secure. Go d quality office furniture such as chairs and work tations 

were being used as the call centre agents normally sit down for reasonably long h ur and 

this helps boosts the staff morale when working. For example a comfortable eat is very 

aluable to enhancing the agent s comfi rt and ability to understand the messages being 

conveyed. The re t room were ea ily acce sible clean drinking water and refre hments 

were readily a ailable for the call centre agent. torage space for officials and per onal 
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were al p vided. It vasal e tabli hed that an eragc of Ksh .2, 0 0.000 i 

h .400. 000 p r call centre 

\\Ork tati n. This was sufficient fl r e tabli hing a medium iz d call c ntre with up to 50 

c mputers. Howe er it \ as noted that this \ as an appr imation from the already 

xisting firm and the alue was subject to change depending on the type of quipments to 

be in talled. The more ophiscated the equipments are the more the et up cost would be. 

This as to vary with the level of expertise recruited by the firm; this however affects the 

initial quality of work deli ered by the staffs. 

4.2.4 Current Out ourciog Activities. 

The researched wanted to find out whether there wa any particular area frequently 

outsourced by the call centre company. The findings therefore indicated that Information 

echnology is currently being outsourced by the company to a ery great extent closely 

follov ed by transport activities which is out ourced to a great extent. Facility 

management and policy management were found to be moderately outsourced as one way 

of impro ing the efficiency of service. Human resource (HR) services are outsourced to a 

small extent as the company recruit for itself however training of these newly recruits is 

outsourced to a moderate extent. The study re ealed that HR outsourcing has a great 

future potential as a key management strategy in the organization . This i becau e the 

organizatjon was able to reduce their high wage co ts and improve the management of 

payroll for internally employed employees. The researcher further found that financial 

management service is not outsourced at all. The contractor ensure that the activities are 

performed at an optimal level and that the quality of service is high as the service level 
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agr m nt ar drawn and sign d b b th partie . e r ponden were c nfident that 

outs urcing has the capacity to increa e the organizati n effecti en sand efficiency. 

4.3 actor that influence bu in proce out ourcing ervice 

During the Interview the respondents were asked to choose only ten (10) out of the 

twel e (12) factors provided that they feel contribute to BPO services in their company. 

Majority of respondents identified access to world class capabilities and change in 

Technology as tbe main factors that highly influence BP services. Need to concentrate 

on Core ctivities need to reduce operational cost and need to free resources for other 

purposes followed to be the factors that influence BPOs. orne respondents further felt 

that other factors that influence the choice of what to outsource includes: need to 

improve institutional focus ease of acti ity control need to improve efficiency and need 

to reduce risks. orne respondents did not consider management style and availability of 

human resource skills as important factors that determines BPO service . All re pondents 

did not consider Go emment Policy as an important factor to be considered at all. With 

regard to any additional factor influencing BPO service the study revealed that most of 

the respondents considered choice of an external service vendor as an important facto r. 

The arious attributes of the vendor which were considered as important include 

professionalism competence, quality of service contract term credibility co t and 

flexibility. The study also revealed that some respondents did not consider certain factor 

as important while selecting the external vendor. These were: size of the endor 

qualification of the vendor and vendors flexibility. Majority of the respondent felt that it 
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' as n t cost e.fli ti e to handle s me acti ities/ rvic internal! as the r quir d kills 

~ ere lacking and hiring th m would cost m re that delegating them t a third party. The 

compan therefore need to improve on techno! gy and ervices quality o a to highly 

acce world clas capabilities. 

4.4 Benefit of Bu ines Proces Outsourcing 

From the study, the second objective was to determine the benefits of BPO services. The 

respondents were asked to identify the benefits of outsourcing in their company from the 

list provided . The List of benefits provided included: flexibiJity increased pr ductivity 

eases workload enhancement of job security for core employees accessibility of 

specialized experts at a reduced cost increa ed customer satisfaction and reduction of 

staff numbers which translates to reduced staff costs. This section pre ents the findings 

on the perceived benefits ofBPO services by Horizon all Centre. 

The researcher found out that the respondents identified the main benefits of out ourcing 

are: increased productivity and core competency exploration. The respondents also 

identified flexibility and access to superior I 'best in the world quality appropriating 

finaJ product value as benefit al o enjoyed by Horizon Call entre. orne benefit were 

considered by majority of the respondents not to be very beneficial to the company these 

were: increased customer satisfaction reduction of taff numbers h nee cost effective 

need to de elop the organization s own sourcing strategy and ability of the company to 

access speciaJjsts expenise at lower cost. In addition the study revealed that all 

respondents did not consider ease of work load Leverage/ reduction in their functional 

scope of the organization and enhancement of job se urity for core employee as a 
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n fit f ou ur ing ervi s. t r p ndents idcntifi d that \ ith ou urcing c t 

e tim ti n wa nhan ed in e the ntrac entered into with th third party ag nt ha 

a fi ed charge per unit creating an element of predictability. tandard c ting wa 

th r fore made that easy as the unit costs were knov n. It v a the r pon ibility of the 

supplier to ensure that the quality tandards agreed n were met. Production schedule 

wer al o agreed on thus ensuring over-stocking and stock-out situations are avoided. 

4.5 Challenges to Bu iness Process Outsourcing 

The respondents were asked to state the challenges encountered during BPO erv~ce . 

Most respondents stated that BPO is not without challenges· the study revealed that by 

outsourcing an activity a company loses both the ability to learn from the activity and the 

opp rtunity to transfonn it into a distinctive competency to a very great extent. That 

means the company may fai l to build a valuable external comp tency in the ervice 

outsourced and this may place it at a competitive disadvantage in regard to other imilar 

companies that ha e such a competency. The company may also become too d pendent 

on a particular supplier to a great extent· in the long run this may hurt the compan if the 

performance of that supp.lier starts to deteriorate or if the supplier starts to use its p wer 

to demand higher prices from the company. The study also revealed that contract 

administration requirements may well give birth to the contracting bureaucrac in the 

contractee to a moderate extent. Moreover co-coordinating a gaggle of subcontractor 

often more time-consuming and co tly than managing in-house manufacture of part in 

question. 
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om r ponden had a ry great cone m in that in the mpany s enthu i m for 

trat gic u ur ing· a omp n might go too far and urce alue creation acti iti 

that are central to the maintenance of its comp titi e advantage. By d ing o the 

company might well lose control o er the future de elopment of a competency, and as a 

result its performance might ultimately de line. Another great concern rai d i lo s of 

critical skill and de eloping the wrong skills leading to possible mismatch between the 

skill elected for emphasis today and those required in the future. 

4.6 Discus ion of Results 

Business Process Ou ourcing can achieve a wide pectrum of objective ranging from 

doing the same things at a 10\ er cost that is traditional outsourcing, to achieving new 

things in new ways in other words transformational outsourcing. If the objectives are 

clear and ach ie able an outsourcing strategy can articulate the achievement of the e 

objectives. One component of this strategy mu t be t fit the deal structure and the 

relationship to the objectives. According to (Kinya 2000 the main factors behind today's 

BPO includes need to: accelerate resources for other purp ses avoid the functi n since 

its difficult to manage or out of control improve company focus, make capital finds 

available reduce operational costs reduce ri k and accessibility of world class 

capabilities. The findings of this res arch concur with the e factors that were identified a 

having influenced BPO acti itie . In this rudy majority of the respondents stated that 

acce s to world class capabilities was the main factor behind BPO services closely 

fo llowed by change in technology. The respondents felt that Government Policy is not 

among the factor to consider when outsourcing. Gi en today s rapid technology 
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an e many nterprise find they can lower their ri k and le erag th ir ets 

ubstantially b a ailing in estmenl5 in rtical integration and managing intellectual 

tern in tead of workers and machine . The core trategy of coordinating the entire 

system of the ompan b comes 'd tho e entire thing in-house that contribute to your 

competiti e advantage and try to source the rest from the world s be t upplier . 

There are various benefits as ociated with BPO services these benefits includes 

increased productivity ease of workload enhancement of job security for core 

employee accessibility of specialized experts at a reduced cost, and increased customer 

satisfaction. Having a clear approach to governing the relationship mutually defined and 

widely accepted will act as an accelerator for succes . They must also be built in 

flexibil ity and one eye on change as its inevitable in most cases of BP . In fact 

outsourcing in itself is a form of change for an organization and the arrangement needs to 

have an appropriate level of built in flexibility to ensure the ervice and relationship 

continually functions efficiently. This is e pecially critical for transformational 

outsourcing, where the business change team the new technology team and the service 

del ivery team mu t be aligned in their objecti es and approach. The study re eat d that 

HR outsourcing has a great future potential as a key management strategy in 

organizations. This is because the organization was able to reduce their high wage cost 

and improve the management of payroll for internally employed employee . The 

respondents were confident that outsourcing has the capacity to increas the 

organizations effectivene s and efficienc . Despite the potential that BPO offer a very 

large proportion of firms that have outsourced are not satisfied with the results. ne of 
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the main reason is that firms out urce for sh rt-term c t and h adc unt redu ti n . 

u h firms ta tle ly outsource orne of their core activiti on an adh c b i t gain 

hort t ffil ad antage, while other found that they wer being le erage by their 

uppli rs to pay higher rates. In another in tance a firm may focus on a definition of the 

core that may have been ju tifi d at the time but fail to take into account of the future. 

Many companies have discover d that outsourcing oft n results in higher co ts and 

service levels from outside vendors often do not match the le el fonllerly provided by the 

company s own staff. Companies that pre iously focused on size, specialization job 

descriptions and price now emphasize speed. integration job flexibility and value. This 

in turn has ignited an enormous trend of organizational change where corporate change is 

the rule of the day (Gauther, 1997). orne of the resulting consequences are visible and 

easily quantifiable whilst others are subtle and less visible uch as the impact on 

organizational culture values and ways of working. These less visible change are more 

difficult to recognize and to communicate, as they represent a basic shift in the 

environment, such as alterati ns in management expectation or preferences toward an 

organizational service or product. It is held that these less vi ible or qualitative change 

represent a paradigm shift where one way of looking at the world is replaced by another, 

rather than by any slow process of rational re-apprai al (Kuhn 1970) 

s stated in our increasingly uncertain economic climate and v ith an emerging 

globalization accompanied b a lowering growth rat world-wide proliferation of 

monopolistic or oligopolistic multinational corporations capital utilization effecti eness 

and the rapid proliferation of information technology have caused organization to re-
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aluate how they operate in the market pia e. o cope ' ith the en ir nmental 

p sures ent rpri es are attempting to r position them elves higher on the value chain 

o as to gain competitive ad antage in an uncertain World ( weezy 1997 . o do this· 

corporations are undergoing rganizational change with the emphasis on flexible "lean 

and mean" tructures and a focus on core competencies . A part of the pr ces of 

progressing up the value chain, organizations are triving to reduce co ts and impro e 

fficiency and thereby utilize a variety of outsourcing arrangements. Many large firms 

are stream lining their operations and moving away from the traditional vertically 

integrated organizations toward the provision of external contracts of key activitie thus 

generating a portfolio of relationship . Helper and ako ( 1995) argue that managers need 

to move from arm s length business relationship towards long-term, collab rati e, 

rategic partnerships with external busine s partners. 
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T RFI 

y co L 0 D 0 M TIO 

-.1 Introduction 

The objectives of thjs study wer to determine factors that influence business process 

outsourcing services its benefits and challenges ncountered by Horizon all entre 

v hen ou ourcing. The objective of the rudy v ere met since the research was able to 

tablish that Horizon Call entre had been influenced by a number of factor as 

highlighted in chapter four and that there are benefits and challenge to outsourcing 

ervicesl acti ities. Horizon Call Centre is jointly owned and it s headed by a CEO 

assisted by a deputy CEO and Five Head of Departments who work hand in hand with the 

five (5) unit heads. The company has well documented corporate objectives which w re 

entrenched in the strategic plan of the organization where each department had its et 

objectives. All the departmental objectives were congruent with the o erall companywide 

objecti e which are communicated to employees and external stakeholders in both 

written and spoken form. The Chief E, ecutive Officer is invol ed in communicating the 

corporate objectives. 

To start a call entre the basic requirements are financial structural and Phy ical 

facilities. At Horizon all Centre the services that are mostly outsourced are Information 

echnology closely followed by Transport services. 

5.2 ummary of the results 

The study revealed that there are various factors that influence busine s Process 

Outsourcing services by Horizon Call centre. The factors that were revealed from the 
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dy compris of: a ce world class capabilitie , change in chn log n ed to 

oncentrate on c re activitie need to reduce op rational co t, a ailability of human 

resour e skills easines of a ti ity control need to impr e in titutional focu need t 

free resources for other purposes n ed to improve efficiency, choice of an e temal 

rvice vendor need to reduce risks and management style. The study also re ealed that 

the benefits of outsourcing are: increased productivity core competency exploration 

access to superior I 'best in the world quality appropriating final product value 

flexibiUty increased customer satisfaction, reduction of staff numbers hence cost 

effective need to develop the organization s own sourcing strategy the ability f the 

company to access specialists expertise, critical skills and knowledge at lower cost. In 

addition most respondents indicated that with outsourcing cost estimation was 

enhanced. The contracts entered into with the third party agents ha e a fixed charge per 

unit creating an element of predictability. tandard costing therefore was made easy since 

the unit co ts were known. lt was the responsibility of the supplier to ensure that the 

quali ty standards agreed on were met. Production schedule were also agreed on thus 

ensuring over-stocking and stock-out situations are avoided. 

The respondents stated that outsourcing is not without challenges· the study revealed that 

by outsourcing an activity a company to es both the ability to learn from the acti ity and 

the opportunity to transform it into a distinctive competency the company may become 

too dependent on a particular supplier contract administration requirements may well 

give birth to the contracting bureaucracy in the contractee, co-coordinating a gaggle of 

subcontractors is often more time-consuming and costly than managing in-hou e 
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manufi cture of parts in questi n firm managers exert c ntr I o r th firm' mpl yee 

making the relati nship mor hierarchi al and authoritari n. orne responden h d a 

concern in that in th company enthusia m for trategic outsourcing· the c mpany 

might go too far and outsource alue creation activitie that ar central to the 

maintenance of its competitive advantage.Moreover a p ssible mismatch rna o cur 

between the skills selected for emphasis today and tho e required in the future. 

Outsourcing may also lead to loss of critical skill within the company and there is a 

possibility of developing wrong skills . 

. 3 Conclusions 

From the findings of this study it can be concluded that Horizon Call Centre out ource 

IT services to a great extent. This can be explained by that fact that it has taken ad anlage 

of the rapid technological advancement to expand their busines .This can be explained 

further by the rapid growth of the company where when it tarted the staffs employed 

were six (6) and currently they are over Three Hundred employees (300).The main factor 

that drive the company i mainly the need to gain access to world class capabilities. Other 

factors that drive the company BPO services are such factor as: need to concentrate on 

core activities, the need to r duce operational costs and need to free resources for other 

activitjes. Based on the above factors the company has been able to make strategic 

Business Process Outsourcing decision that have enabled them to achieve their core 

objectives. lndeed outsourcing has had a positive effect on the level of performance for 

eacb of the se en respondents. Key amongst this is enhancement of cost e timation. The 

other positive results registered ith outsourcing include enhanced growth in market 

41 



hare, po itive returns on ass t increased taff morale and satisfacti n, m 

ustomer satisfaction increased supplier atisfa tion increa ed product a ailability 

po itive effect on return on in estment, reduced field complaints, customer return to 

increa ed organizations effectivene sand efficiency. 

-.4 Recommendations 

fn view of the findings of this study the following recommendations are made. 

Horizon Call Centre should incorporate fully BPO as a Competitive strategy and incr ase 

areas in which they outsource. There should be a clear policy on the most important 

factors to consider when making Business Process Out ourcing decisions. This would 

help the management in knowing clearly when to outsource and when not to outsource. 

The CCK can put down clear policy guidelines on when a company can outsource and 

how to do it this is because at the moment, there is no clear guideline on when to 

outsource and how to do it. 

5.5 Limitation of tbe study 

The research met with arious challenge \i hen conducting the research that included the 

fact that Private Companies ordinarily do not want to give information due to client 

confidentiality. rn addition some of the interviewee would not find the ubject to b of 

interest. Additionally orne respondents would not want to give the information a they 

considered it of competiti e importance. The respondents being normally very bu y 

people may not have found a lot of time to be interviewed. ince the research wa 

conducted via open-ended interviews a large amount of time was needed to c llect 
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infonn tion from the respondents. Time limitation made it impractical to includ m re 

r pond n in the study. This stud w at o limited by oth r fa tor in that me 

re ponden may ha e been biased or dishonest in their an wer . More re pondent would 

h e been e sential to increase the repre entation of Horizon all entre t am in this 

ud and allov ed for better check of consistency of the information gi en. Howe er the 

researcher did look for contradictions in the information given and no inconsistency ~ ere 

found. 

5.6 Suggestions for further research 

Business Process Out ourcing activities is widely embraced in the developing countries 

such a Kenya. [n Kenya, it ha gained acceptance mainly in the private organizations 

howe er government organizations are also incorporating it as a key management 

trategy though at a sluggish pace. Given that this study only covered factor that 

influence BPO in a private call centre jointly owned in Nairobi Kenya, there may be other 

private organizations in major towns in Kenya both locally and foreign owned not 

covered. There is therefore room for a similar study to cover all call centre in the major 

towns in Kenya whether locally or foreign owned. This is timely given the today s rapid 

technology advances and the increased emerging of Call entres in the country. There is 

need to consider which activities are to be out ources in vari us region of the country and 

determine factors that influence the Business Proces Out ourcing of the e service in the 

arious regions. This would probably optimize the use of the advanced techn logy 

countrywide and cut down on operational costs. 
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Th CE 

Horizon Call Centre 

Dear ir/ Madam 

niver ity of air bi 

chool of Bu ine 

Date: July 15 2011 

: REQUE T FOR PARTICIP TIO IN MY RE EARCH WORK 

I am a postgraduate student studying at the nj ersity of Nairobi currently undertaking a 

re arch on: Detennine factors that influence Busines Process Outsourcing service b 

H rizon Call Centre airobi Kenya. Your organization is the main focu of th tudy 

based on its corporate image and its pur uance of excellence. I kindly request your 

assistance by availing time for an Interview ot more than 30 minutes) which will b 

based on the interview guide enclosed herein. In addition, am al o requesting you to 

allow me to interview your deputy CEO and the fi e (5) Head of Department based on 

the same interview guide. Any documentations strategic plan reports or journal that 

you may have that are relevant to thi topic of study may be a ailed to me at your 

discretion. A copy of the final report will be made available to you at your r que t. 

Your assistance will be highly appreciated. 

Yours faithfully 

KeiJen . Maami ( tudent) 

C. Dr. John Yabs ( cademic upervi or) 
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PE DI 2: TERVIEW G IDE 

p T eneral information 

I. I low are the corporate objecti es communicated to the staffs in your company? 

2. When v as your firm started? 

3. For ho" many years have you been operating in the Kenyan Market? 

4. How much capital djd you use to start the business? 

5. hat is the nature of ownership of your Business (Please tick appropriately) 

a. Local 

b. Foreign 

c. Joint Ownership (Local and Foreign) 

( ) 

( ) 

( ) 

6. How many employees did you have when you started operating and how many do 

you have currently? 

7. Does an investor need the below listed requirements to operate a call centre? 

a) Financial requirements 

b) Physical and tructural facilities 

P T B: Outsourced services/ activities, Factor that influence BPO 

Benefits of Outsourcing and Challenges encountered. 

8. In your own opinion has your institution outsourced services listed below during 

the past two years? (a) Financial Management (b) Policy Making (c) Tran port 

(d Human Resources (e) Information Technology 
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9. Which of the following twelve (12) factors listed below influences BP 

services/activities in your company? Please tick <"" ) only Lhe t n 10) out f 

twelve (12 factors provided that are applicable and identify any other one ( 1) 

factor not listed below that influence BPO in your company. 

Tick appropriately 

Factors tbat influence BPO ervices/ activities <"") 
Access to world class capabilities 

Human Resources available internally 

Management style 

Need to free resources for other purposes 

Need to improve institution focus 

Need to reduce operational costs 

To concentrate on Core activities 

To improve efficiency 

Change in Technology 

As a Go ernment policy 

Ease of activity control 

Need to reduce Risks 

Any other factor (please specify) 

I 0. From the list of benefits listed below what are the benefits of outsourcing in Y ur 

Company? 
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Ust of Benefits 

1. ccess to critical kills and knowledge 

11. ccess to superior I best in the world quality appropriating 

fmal product value 

iii. Reduction of staff number hence cost effecti e 

iv. Job security for core employees is enhanced 

v. Productivity is increased due to high value creation 

v1. Enable companies to access specialists experti e at lower co t 

vii. Eases workload 

viii. eed to de elop the organization sown sourcing strategy 

IX. Increases customer satisfaction 

x. Flexibility 

x1. leverage/ reduction in their functional scope of the organization 

xii. Core competency e ploration 

11. Identify some of the challenges a company encounters when outsourcing 

services/ acti ities. 

12. Based on your experience in outsourcing what is the future potential 

of outsourcing activities and would you recommend outsourcing as a key 

management strategy to other organization 

Thank you for your respon e . 

51 


