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ABSTRACT
Business process outsourcing refers to an Orgamizahat contract with another
company to provide services that might otherwisgpé&dormed by in-house employees.
Many large Organizations now outsource jobs sucltadscenter services, Cleaning,
Security, e-mail services, and payroll. BPO invehmisiness process management and
outsourcing. Business process management utiledmology aimed at revamping the
process, trimming down unnecessary steps, andregtmg redundancies. The objective
of the study was to establish implementation chgls of BPO strategy at the Ministry
of Transport in Kenya. The researcher adopted erigpgise case design. The researcher
used both primary and secondary data. Primary wata collected using an interview
guide while the secondary data was mainly colledtedn periodicals, publications,
economic reviews, annual company accounts and coomthesources. The target
population comprised of the Senior Deputy Secret8gnior Assistant Director SCM,
Office Superintendent, Chief Finance Officer, Pipat Accounts Control and ICT
Assistant Director. Content analysis was usednayae the data that is of qualitative
nature. Ministry of Transport has adopted Stratdgjian 2008-2012 with an aim of
reducing costs, improve operations, overcome lddkternal capabilities, keep up with
competitors, gain competitive advantage, improvpabdities and improve customer
service. The Kenyan public sectors especially thieisity of Transport and other
Outsourcing Organization should use the study tefiethe organization by formulating
strategies to counter the challenges of BPO glyatand enhance successful
implementation of BPO. The government and polickensa should get insight from the
study in formulating policies regarding regulatorgquirements of the Kenyan
outsourcing firms that will promote successful iempkentation of BPO in the
organization. The academicians should use thastidy as a basis upon which further
studies on business process of outsourcing couldebearched. The findings should
contribute to professional extension of existingowitedge in business processing
outsourcing by providing literature on challengé8880 implementation, it would also
help the Government of Kenya to institute polidiestreamline the outsourcing process
in the Public and Private sector so as to avoicatbeementioned challenges encountered
during the Outsourcing process.

viii



CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

In today’s global economy, organizations are fawgth a variety of changes in the
business environment (Tracey and Tan, 2001; Lockand/ McCormack, 2004). The
dynamics of present day competitive environmentd glces increasing pressures on
organizations to reinvent themselves almost contisly (McAdam and McCormack,
2001), adopt the supply chain management philos¢ptacey and Tan, 2001), develop
long-term strategic partnerships with a few compet@nd innovative suppliers and
collaborate with them in non-core process outsogran order to maintain or improve
overall organizational performance and generatdaswble competitive advantage.
Researchers like Hiatt (1996) and Zairi (1997)waed aware that BPO is paramount for

businesses to stay competitive in today’s markegpla

Outsourcing as a key business strategy has beah mgseOrganizations in various
industries for many decades. Competitive pressuags forced them to look objectively
and critically at business processes. Organizati@ve been outsourcing manufacturing
operations, business services and even entire dassimes successfully for a long time
now. Recently, contract manufacturing sector hasefied with considerable
outsourcing, initiated by the electronics and plareutical industries. Business
processes such as information technology (IT), @hylogistics and human resources
(HR) management are among the common ones reguwatBourced in most of the

industries.



1.1.1 Business Process Outsourcing Strategy

Business process outsourcing has been a rising iremmutsourcing since the end of
1970s. Most common type of business process oufsgrinformation technology

outsourcing, started to become more popular inl@&0s. In the same time information
and computer systems become more complex and nesibgiies for companies to seek
competitive advantage were found (Mierau, 200#erbst in outsourcing renewed in the
1990s and the concepts and ways of outsourcingredoDuring the first half of the

1990s the size of the information services (ISsoutcing industry grew tenfold (Behara
et al., 1995). One of the popular new trends in outsogrdaring that time was total

outsourcing where personnel previously employedheyclient were transferred to the
vendor organization. Other outsourcing types otiplaand selective outsourcing imply

only transfer of process responsibilities.

Business process outsourcing refers to an Orgamizahat contract with another
company to provide services that might otherwis@é&dormed by in-house employees.
Many large Organizations now outsource jobs sucltadscenter services, Cleaning,
Security, e-mail services, and payroll. These jteshandled by separate companies that
specialize in each service. One of the most famfllams of outsourcing is business
process outsourcing (BPO), i.e., transferring therational ownership of one or more of
the firm's business processes to an external sapphiat, in turn, administers the

processes according to some predefined metrics.



BPO or Business Process Outsourcing refers taghgangement of entire business
functions to some other service providers, pringainl low cost locations. The service
provider may be either self-owned or a third paifipis relocation or transferring of
business processes to an external provider is tebento accomplish increased
shareholder value. BPO involves business procesesagement and outsourcing.
Business process management utilizes technologedaiat revamping the process,
trimming down unnecessary steps, and eliminatirdumdancies. On the other hand
outsourcing uses proficiency and resources of déelic external service providers to

execute many of these fundamental yet non-coreites.

1.1.2 Strategy Implementation Challenges

The successful implementation of any strategy iom@anization takes more time than its
formulation. This can challenge managers' attentitoaxecution details thereby leading
to failure in achieving the set goals (Vahal., 2008). The challenges may include issues
to do with the identification and inclusion of ketakeholders to ensure reengineering

Success.

Identification of challenges both short term andgoterm strategic challenges that
deserve hoc\nest priority is key to the successfytlementation of BPO in any
organization. These challenges if not dealt withinme may hinder the achievement of
intended purpose of the BPO. The challenges mdydacdealing with resistance from
implementing agents, inadequacy of resources tbtée the full reengineering process
among others. All these need to be dealt with ometito ensure successful BPO

implementation (Leet al., 2002).



1.1.3 Transport sector in Kenya

The Transportation industry sector comprises a \naage of service providers, covering
all modes of transport i.e. Air, road, rail, sea wasll as related services such as
warehousing, handling, stevedoring, and finallyueabdded services like packaging,
labeling, assembling among others. Because of ithersity of the sector in Kenya the
infrastructure group has defined three key marlegnents that it concentrates on:

Roads, Ports and Airports, Rail and Infrastruc{ienistry of Transport, 2012).

The transport sector is crucial in the promotion saitio-economic activities and
development since an efficient and effective, tpanissystem is a mainspring for rapid
and sustained development in terms of nationaionad and international integration,
trade facilitation, poverty reduction and improvemef welfare of the citizen. The
Ministry of Transport is responsible for facilitagy transport services in Kenya. This
involves policy formulation, development of regolat framework monitoring and

supervising semi autonomous government institutiamsthe sector (Ministry of

Transport, 2012).

1.1.4 Ministry of Transport in Kenya

The Ministry of Transport is responsible for fagting transport services in Kenya. This
involves policy formulation, development of regolat framework monitoring and
supervising semi autonomous government institutiomsthe sector. The ministry
formulates policies for the four major modes offgport: roads, railway, marine and air.
These various modes of Transport integrate varpyaductions and population centers

and facilitate mobility in both rural and urban a@se There are four fully-fledged

4



departments in the Ministry, the Shipping and Mia@& department, Air Transport, Air
Accident investigation and motor vehicle inspectionit. All other are coordinating
offices for state corporations in the transportpoovide support services (Ministry of

Transport, 2012).

The Road Transport Department (RTD) was establishyethe Traffic Act Cap 403 of
1954 to regulate the road transport industry inyéeander the Ministry of Transport. It
was transferred to Kenya Revenue Authority (KRALB95. While KRA is responsible
for enforcing the Acts, policy decisions are uspatiade by the Ministry of Transport.
The department is entrusted with the responsibalityegistration of motor vehicles and
trailers, licensing of motor vehicles and drivesafe custody of all motor vehicles and
drivers records and collection of licensing feasith the exemption of road licence fee
which was recently transferred to fuel developmeny under the Ministry of Energy)
and other levies relating to the administration anfbrcement of laws provided under
the various Acts including: Traffic Act Cap 403,etfSecond Hand Motor Vehicle
Purchase Tax Act Cap 484, and the Transport Liogndct Cap 404 (Ministry of

Transport, 2012).



1.2 Research Problem

Business Process Outsourcing strategy is a grovhgnomenon driven by cost
reduction, reduced time cycle and access to higkiled professionals. Although there
are good reasons to outsource, a number of potetstacles and problems associated
with outsourcing are also recognized. While outsmgr is associated with several
important benefits, it also entails number of ffiaktor (Auburtet. al., 1999; Earl, 1996).
Outsourcing itself can be a core competency forompany in the current business
environment. Successful management of outsourdioggis is a key success factor for

many leading world-class companies.

In the Ministry of Transport this strategy has beelopted as per the recommendations
contained in its Strategic Plan 2008-2012. Thiagtegyy was adopted in the Ministry with
an aim of; reducing costs, improve operations, aweie lack of internal capabilities,
keep up with competitors, gain competitive advaajagprove capabilities and improve
customer service. BPO is valuable if it identifibe factors that should be considered
when decisions about business process outsourctnade. As organizations battle to
get the most from business process outsourcing,déterminants/drivers that foster
business process outsourcing are paramount. De$gitestablished importance of the

BPO strategy, this has not been always been achiaweany organizations.

Locally, studies on business process outsourcirvg fieeen conducted. Kinyua (2000)
surveyed outsourcing of selected financial acegitby publicly quoted companies in
Kenya and found that the practice provided oppatits for cutting down costs at

creating competitive advantages; Kinyua (2010) cotetl a study based on the impact



of business process outsourcing at Kenya Power lagldting Company Limited,;
Machoka (2008) conducted a study on business mamgsourcing strategy in the audio
visual industry in Kenya; while Chanzu (2002) cadriout a research survey of business
outsourcing practices amongst private manufactucoigppanies in Nairobi and found
that benefit of business process outsourcing abstantial and include reduced costs,
experienced services and expertise. Other studigsde Motari (2002) surveyed on
outsourcing of logistics practices of medium angdaKenyan manufacturing firms and
concluded that outsourcing allowed the companiesftacus their resources on their core
manufacturing business and Lutta (2003) researahedutsourcing of distribution
logistics within supply chains of E.A. BreweriesdLand found that certain support
functions can be completed faster, cheaper, oreibdiyy an outside organization.
Therefore this study seeks to fill the research lgyagonducting a study and answering
the question “what are the implementation challengfeBPO strategy at the Ministry of

Transport Kenya?

1.3 Research Objectives

The objective of the study was to establish impletaigon challenges of BPO strategy at

the Ministry of Transport in Kenya.



1.4 Value of the Study

To the Kenyan public sector especially the MinigifyTransport and other Outsourcing
Organization: It would benefit the organization ragement teams in identifying
challenges of implementing BPO strategy and howy tbean they can counter the
challenges. It would also show the benefits of wppl effective BPO as stakeholders

involved in Strategic decision making so that theyld improve productivity

To the government and policy makers at variousl$esEmanagement would gain value
added information on adapting business procesditgparcing in response to changing
competitive environment. The study would be us&fuhe government in policymaking

regarding regulatory requirements of the Kenyansawfcing firms. The policies

designed, would serve as guidelines in assistiegmthnagement in knowing what the
right factors to ensure superior BPO performance achieved. Stakeholders would
benefit from this research as it would be an imgrdrblueprint for the other players in
the government ministry. Where by the policies giesd, would serve as guidelines in
assisting the management in knowing what the rfghtors to ensure superior BPO

performance are achieved.

To the academicians: the study would provide udedisis upon which further studies on
business process of outsourcing can be resear&pedifically, the study would make
theoretical, practical and methodological contridms. The findings would contribute to
professional extension of existing knowledge inibess processing outsourcing by
helping to understand the current challenges foptidg these strategies and their effects

on environmental response in various financialtinbns in general.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This section draws on literature in the area ofinmss process outsourcing. Secondary
material such as books, journals, and articles kvbarry previous research work on the
study topic are analyzed. The material is of imgace to this study as it forms a basis for

observations which will be made during the studiria with the study objective.

2.2 Theories and Concept of BPO Strategy

The scope of business process outsourcing is a lemmponcept. For better
understanding of what it consists, we can divide tloncept into smaller parts: The
functional scope of outsourcing describes the armand breadth of functions that are
involved in the outsourcing: is the outsourcingject limited to a single function (for
example billing or mailing) or does it consist ofiltiple functions (for example whole
back office function). Organizational scope of outxing describes the amount of
different organizational units that are involvedhe outsourcing process. This affects the
amount of stakeholders the outsourcing project laas, makes the management of

outsourcing complex (Machoka, 2008).

Geographical scope of outsourcing describes theuamof different business sites,
countries and cultures involved in the outsourgingject. Today’s outsourcing projects
typically involve off shoring, which creates addral complexity. Concept of service
scope is related to the complexity of the serviself. One way service complexity
affects outsourcing ventures is through switchiogtg. Research by Barthelemy and

Quelin (2006) has shown that outsourcing near-emtevities leads to higher vendor
9



switching costs. Furthermore, the requirementséntrolling and monitoring the vendor

increase with the importance of the outsourcednass function. Human resource issues
also affect the scope of outsourcing: whether thisaurcing company needs to transfer
or lay off its current employees, or is the purehakthe service an addition to the current

capabilities of the company, e.g. a completely sewice offered to end customer.

One way of dividing business process outsourcimgepts by scope is to divide them in
to four scopes: total outsourcing, multiple-suppl@itsourcing, joint ventures and in-
sourcing (Currie and Willcocks, 1998). Total outsmog is perhaps the most traditional
type of business process outsourcing where a ctlemtlops a “partnership” with a
single vendor. Total outsourcing is a situation whee vendor is in complete control of a
significant part of the client’'s processes. Totalsourcing ventures are characterized by
their long-term contracts; focus on core businegsbbth client and the vendor and

sharing of the risks and rewards (Dibbern, 2004).

The second type of outsourcing is the multiple-siepfpusiness process outsourcing that
focuses on creating competition between the sugplisy creating standardized
operations for easier comparison (Currie and Weksp 1998). The contracts are more
short-term, and the client needs to build an atkawf suppliers for the outsourcing
project to succeed Multiple-supplier outsourcingaiso called selective outsourcing
(Dibbern, 2004). The third type of outsourcing @nf ventures or strategic alliance

(Dibbern, 2004).

10



The fourth type of outsourcing is in-sourcing oclkaourcing. In in-sourcing the process
is seen as core business of the client. In-sounsirgso often utilized when there are
inadequate supplier or market conditions, lackra$ttfor the suppliers or there is great
synergy between the process outsourced and thadsssitself (Currie and Willcocks,

1998). Example of in-sourcing would be back offfoaction that was moved back into

the company and built as a centralized department.

Some definitions of in-sourcing imply that the owstep of the service production
should be completely internally with the client bern, 2004), but some definitions
include contractors (Currie and Willcocks, 1998sBarchers Hirscheim and Lacity
(1995) also define “body shopping” as the lowesgel®f outsourcing, where outsourcing
is only contracting of outside workers for projecthe theories on business process
engineering include the resource-based view thewgclassical economical theory and
agency theory. The three theories try to explagitportance of issues to be considered

in BPO.

2.2.1 Resource-Based View Theory

According to Babu (2005) the resource based vielaged on the concept of productive
resources. In this strategic theory, the firm iswed as a collection of physical and
intangible resources that enable it to compete wafiier firms. It makes the assumptions
of resource heterogeneity and resource immobilRgsource heterogeneity is the
assumption that the resources that firms possedstlan strategies they pursue are

idiosyncratic to the firm.

11



Resource immobility is the assumption that all teses are not perfectly mobile, that is,
all resources may not be bought and sold in opeketsato create resource homogeneity
between firms. Competitive advantage is gainedutjin resources that are valuable,
rare, imperfectly imitable, and without strategigakquivalent substitutes (Chanzu,

2002).

A conceptual understanding of these constructsserdial to understand the relationship
of this theory to other theories. Value refershe ability of a firm attribute to exploit
specific opportunities and counter threats in theirenment. Only when a firm attribute
possesses value does it become a resource. Talprawstained competitive advantage, a
resource must also have the remaining three qemlifihe resource must be rare among

the firm's present as well as potential competitors

The resource based view does not address the aéduen boundaries directly. Sharpe
(1997) posits that the resource based view imphiasa firm should possess all valuable
resources within its boundaries, and therefore unaderemphasized a firm's seeking
competitive advantage through business proces®ugiag rather than by expanding
organizational boundaries. However, since the thetwes not explicitly make this
suggestion, it can be easily extended to includgniess process outsourcing.

According to Grenier, Youngblood and Gary (2004), the antecedents to business
process outsourcing, studies using this theorymasgtat a firm is not able to internalize
more than a few resources. The firm then decidesdsn all the resources they need by
comparing the attributes of the resources with esblr. Resources with greater value
and rareness and lesser imitability and substitiitialare internalized while the other

resources are outsourced.

12



2.2.2 Neoclassical Economic Theory

The key characteristics of the neoclassical ecoaadtneory are (Dest al., 1995):
Assumption of rational, maximizing behavior by atgewith given preference function,
Focus on attained, or movement towards, equilibratates and the absence of chronic

information problem.

The neoclassical theory explains the initial matiier business process outsourcing
demonstrated by some pioneering companies like Ko@@arr and Kurtzberg,
2000).However, the theory has received a significaitique for not being able to
explain contemporary business processes. Especthlly concepts of rationality and
absence of chronic information problem have beditized. However Gottschalk and
Solli-Seether (2005) showed that the neoclassicah@uic theory explains critical
success factors of business process outsourcing dfe being evaluated in the

Reconsideration phase.

2.2.3 Agency Theory

Agency theory deals with the principal agent problen which the principal delegates an
activity to an agent. Principals and agents araraed to be self-interested, rational and
risk-averse (Gereffi and Wadhwa, 1993). Agency theateals with two problems. The

first is the agency problem, in which the agentslg do not always meet with the
principal's, and it is difficult or expensive fdre principal to verify or control the agent's
behavior. The second problem is that of risk-slgariSince both the agent and the
principal are risk-averse, they may prefer différgmproaches towards risk-sharing. This
results in increased agency costs for developingitmiong and enforcing contracts.

13



Agency theory has several areas of overlap withstation cost economics. It includes
the assumption of opportunistic behavior throughliblief that the agent will not behave
in the principal’s best interests. It also includke assumption of bounded rationality
through the belief that it is not possible to wateomplete contract. There is also content
overlap between the agency theory constructs aooo uncertainty, span of control and
programmability, and the transaction cost constafcimperfect information (Sharpe,

1997). Span of control relates to the number df atenanager is able to oversee.

Imperfect information is the condition that it idffitult for the principal to assess the
performance of the agent, and a complete contingentract is not possible, leaving
open risk of opportunistic behavior by the agemisTwould include ability to assess that
the desired outcome would occur (outcome unceytaiability to monitor and control

the agent's behavior (span of control) and theitalib write a complete contingent

contract (programmability).

From the perspective of agency theory, these agenthin antecedents of business
process outsourcing. The lower the outcome unceytaihe higher the span of control;

the higher the programmability, the greater theliifood to engage in business process
outsourcing; An increase in the transaction coshemics constructs of asset specificity,
small numbers bargaining, and imperfect informatimay also result in higher risk of

opportunistic behavior by the agent, and therefoeate increased costs for the principal
to negotiate, monitor, and enforce a contract wiftb agent. This includes the costs
predicted by agency theory; the costs of the agpnalylem and the costs associated with

risk sharing (Schilling and Steensma, 2002).
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2.3 Challenges to BPO Strategy Implementation

According to Alexander (1985), the ten most fredlyenoccurring strategy

implementation problems include underestimating tihree needed for implementation
and major problems surfacing that had not beercipated, in addition uncontrollable
factors in the external environment had an advienpact. Based on empirical work with
93 firms he observed that senior executives wess optimistic in the planning phase
and it is noteworthy that the first two issues whioccurred most frequently in

Alexander's study were planning issues.

He also found the effectiveness of coordinationaofivities and distractions from
competing activities inhibited implementation, iddéion key tasks were not defined in
enough detail. With regard to people, the capadsliof employees involved were often
not sufficient, leadership and direction and “tnagnand instruction given to lower level
employees were not adequate” (Alexander, 19852p. Athough the least frequent in
this study in many cases the information systenesl ds monitor implementation were

not adequate.

Reed and Buckley (1988) discuss problems associatdd strategy implementation
identifying four key areas for discussion. Theyramkledged the challenge and the need
for a clear fit between strategy and structure @dann the debate about which comes first
is irrelevant providing there is congruence in toatext of the operating environment.
They warn that, although budgeting systems arewsegal tool for communication, they
have limited use in the implementation of strategie they are dominated by monetary

based measures and due to their size and the daynegpassociated budget setting.
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Al Ghamdi (1998) replicated the work of Alexand&B85) in the UK and found for 92
percent of firms implementation took more time tloaiginally expected, that major
problems surfaced in 88 percent of companies, agfaving planning weaknesses. He
found the effectiveness of coordination of actestias a problem in 75 percent and
distractions from competing activities in 83 peitceases. In addition key tasks were not
defined in enough detail and information systemsewi@adequate in 71 percent of
respondents. What is interesting is that ther@mgmence between these findings, which
implies that lessons have still not been learnsdAbGhamdi states, “the drama still

continues” (Al Ghamdi, 1998, p. 322).

In addition to the above, another inhibitor to s&sful strategy implementation that has
been receiving a considerable amount of attentsothé impact of an organization’s
existing management controls and particularly uddeting systems (Reed and Buckley,
1988; Otley, 2001). Although it is increasingly gegted that budgets suffer from being
bureaucratic and protracted, and that they focusast minimization rather than value
maximization (Brander, Brown and Atkinson, 2001heyt still represent the main
integrative control mechanism in many, if not mastsiness organizations (Otley, 2001).
In the apparent absence of suitable alternativernmétion systems (Alexander, 1985),
significantly, it is claimed that well-establishbddget control systems can overwhelm or
dominate strategic control systems (Goold and Qui®90) — even to the extent that
“when the going gets tough, budgetary pressured teihd to derail strategic
goals”(Bungay and Goold, 1991, p. 32). In ordeo¥ercome such “myopic” tendencies
(Bungay and Goold, 1991), it is suggested that roegéions need to establish

shorter/medium-term strategic “milestones” (Goatd &uinn, 1990).
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The various possible challenges to BPO strategyementation include post contract
processes and decision rights not being unders®od; Mutual Understanding of the
Contract; Loss of Key Talent and/or Poor Knowledgansfer; End-User Resistance to
Adopting New Methods; Culture Clash between the@land Service Provider; Security
Hazards. The other literature covered here inclatiest retained team not being in place

or being too small and the little or no suppornirolient leaders receiving the services.

Major problem in outsourcing implementations is a&kl of understanding of post-
contract processes and decision rights. Simply gignts and service providers are not
operationally prepared to work together after cacttrsigning. The results are that
services simply aren’'t performed, implementationtivéiies get stalled, client
stakeholders and service provider staff are baibtfated, and the entire schedule for
achieving expected business benefits is delayegsliinggrocesses and decision rights
rated as the biggest problem may seem surpriswvenghe possibility for high emotion
and behavioral change that comes with outsour¢itogvever, it is this lack of definition

and understanding that is a significant root caiseany other issues (Banerjee, 2004).

These and a host of other questions about fingnctadtractual, and service delivery
processes and decision rights must be answeredcamgnunicated to appropriate
stakeholders in the client and service provideanizations. The outsourcing contract is
not intended to be (nor should it be) an operatimasiual; therefore additional work is

required to design and communicate changes (B&lf5)2
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After signing the initial contract, both the cliesntd service provider have multiple team
members who are trying to manage the initial img@etation activities and ongoing
operations. The client has staff who are just egrthe details of the agreement, may be
emotionally charged regarding the decision to auts® and also have a personal view of
what the service provider should (and should netfggm (Gibson, 1999). The service
provider has team members who are also new tordinsdction, and sometimes bring a
view of “this is what we did in my last deal” withbfully understanding nuances of the
specific agreement that has been negotiated. Tiafisant number of new people
combined with a high speed of implementation imgpairrequisite absorption period,
leading to uninformed views on both sides of “wkati the contract (Chui, Lloyd and

Kwok, 2002).

Another major risk concerns knowledge transferhéiligh a product may be developed
externally, it may require internal support. Therefthe transfer of knowledge from both
sides of a contract is critical. When a produdes$ivered, if the transfer of knowledge is
broken, the company will become dependent on thgdtcolar vendor. The same can be
said for the organization that may need to tranaferabundance of knowledge to the

vendor in order for a product or service to bewkd successfully.

Additionally, when jobs are exported, there is a&giole loss of innovation. Although
difficult to measure, the pool of workers that relduild up a service or system, are now
being replaced with individuals who may not have tompany’s best interests in mind.
Therefore innovation and potential talent are béusg to individuals who have a limited
stake in the success of the company (unless stgoulan a contract) (Cohen and

Levinthal, 1990).
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Outsourcing creates uncertainty for existing em@ésy and contractors who provide
services to the client organization. The unceryagain cause this staff to look elsewhere
for employment and leave either before or during thutsourcing implementation,
causing a need to either backfill the resourceeduce the amount of work performed by
the organization. In addition, some of the cliemffsis temporarily engaged for
knowledge transfer to the service provider durimg implementation. If the staff is not
properly motivated or if the service provider doed do a good job with knowledge
transfer, this can cause decreased efficiency micgedelivery and possibly introduce

operational risk (Choudhury and Sabherwal, 2006).

Oftentimes, a third-party service provider is brougn to be a “change agent.” The
outsourcing sponsor wants to achieve business iteeickly which require changes in
process, technology, behavior and (potentiallyffisgg However, for many outsourcing
services, the provider it is not in complete controthe end-to-end result. The users on
the receiving end of new methods can inhibit theieaement of business objectives
through lack of compliance, strategy disagreementelays in executing their required

responsibilities (Edwards, Braganza and Lambe@020

Aside from risks related to cost, security alsodmees a major risk. If you think about it,
outsourcing is not just sending requirements aredifipations outside a company; it is in
fact opening up a company to allow vendors accasgle. Unlike physical labor,
technology allows workers to operate from remotealmns while work is being

performed on central servers in various offshocations (Gibson, 1999).
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Whether it is software or hardware, access mugtéeted to outsourcing companies and
with this access comes inherent risks. Many ofdh&sks surrounding outsourcing are
risks companies face every day but become magniffezh work moves outside the span
of control of a company. The key to successful sexlire outsourcing agreements entails
understanding the security and privacy risks fobusiness process, application or

technology function early in the outsourcing demisprocess (Gibson, 1999).

Clients tend to put off making decisions aboutrgt@ained/governance team for multiple
reasons, including: All energies and efforts arus®d on “the deal” in terms of contract
terms, conditions, and pricing, with no time/res@sr devoted to post-contract issues:
Clients may postpone making staffing decisions emmdmunicating changes until they
are sure about the final outcome of the outsouragrgement; Clients expect that since
they are outsourcing the work, the service providdlrtake care of everything and the
client can “wash its hands” of ongoing managemesponsibilities, resulting in a lack of
governance staff (Hofstede, 1997). Another sigaificproblem that exists in many
outsourcing implementations is the lack of buysioni senior client leaders who will be
recipients of the outsourcing services. This caumlteén active or passive resistance to the
entire outsourcing model; create the desire foetsd treatment” or opt-out from the

outsourcing services, and results in businessagseioration (Kinyua, 2000).

20



2.4 Determinants of BPO

In the age of outsourcing, it is critical to engdgebusiness relationships that assure
successful partnerships. The practice of outsogrbimsiness processes is maturing and
thus able to better assess those factors that ledveo successful or failed outsource

relationships.

High on the list of factors that result in succas€BPO technology to support an
organization’s business needs. Outsourcing sudses®st often achieved by business
organizations that outsource all or a large proporof IT functions as a project, this
chapter gives an insight on some of the envisagedrmiinants of BPO success and

failures.

2.4.1 Information Technology

A central factor that seems to contribute to outsiog success is information technology
investment. Companies may disaggregate their bssipeocesses, thus facilitating their
ability to outsource through their affect on tharfis transaction and production costs and
capabilities. This ability is facilitated by redimis in complexities associated with

communication and coordination across organizatiboandaries. Because of improved

codification and standardization of the data exgeanT also facilitates the company’s

ability to reintegrate the outcomes of outsourcedcesses back into their internal

operations. Bardhamt al. (2006) tested for IT-related success factorsfandd a strong,

positive relationship between IT investments anaelocosts and improved quality.
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Outsourcing decision making may also be influenogdechnology forces (Clarét al.,
1995). Clarket al. (1995) contended that, along with the rapid peegrof information
technology, technology production and technologynaggment have become the
strategic core business for service organizatidisl et al. (2004) argued that

outsourcing can be driven by the technology coriefinnovation process.

2.4.2 Strong relationships

For an organization and outsource vendor in anoonting relationship to handle both
opportunities and threats, they need a mutual wstaleling of the stage of their
relationship (Gottschalk & Solli-Saether, 2006).ati outsourcing arrangement is to be
successful, it needs to be managed with care,tatteto detail, vision about what might
be achieved, close monitoring of financial issued sensitivity to the needs of different
stakeholders (Akomode, Lees & Irgens, 1998). Bkl drganization and the vendor
need to invest time in gaining a deeper understgndf each other’s working culture,
establishing lines of communication between the oénganizations and making sure that
all those working on the outsourcing initiative aweell informed, confident and

motivated (Sparrow, 2003).

Outsourcing services must be delivered not onlyspecifications and service level
agreements, but it must also focus on continuoysraement where the outsource
vendor understands and listens to the organizatiah reacts to its requirements. The
supplier must have quality staff, good staff mamaget practices and provide superior
technical expertise. There must be ongoing andctefe communication between the

organization and outsource vendor and the reldtiprizetween parties must be strong.
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The influence of supplier relationship factors omtsourcing success, Telecom
companies that developed collaborative supplieaticiships were found to achieve
higher levels of outsourcing success (Marshall,wdcland Lamming, 2007). Dankbaar
(2007) found that companies need to maintain a lagél of supplier manufacturability
review to improve likelihood of success when outsog manufacturing. Yallof and
Morgan (2003) reported that service-level agreemeavith outsourcing partners were
more successful and yielded greater benefits thaditional contractual agreements
(Ehie, 2001). Once the agreement has been estadthlisiund that it was necessary to set
up regular, periodic review meetings to revisit @xptions and priorities, and to focus
only on those aspects of performance factors ttetraly critical to success. In some
cases, however, closer relationships which resuttéigher levels of supplier integration
did not result in lower costs, but did result ipimved quality (Mclvor, 2008). Thus, the
results from studies that investigate the influerafe supplier and supply chain

management on outsourcing success are mixed.

According Poppo and Zenger (2002); Lee, Mirangtaal. (2004) trust leads to

outsourcing success. Competence-based trust suéstithe necessity of previous
business relations that would allow client and \@nith get a better understanding of
what type of agreement is being entered into (sScapd what the specific expectations
of both parties about that agreement are (Sarge08). It relies on an impled guarantee
that the vendor will bring in their expertise tchave mutual gains and is not willing to
imperil their market reputation by underperformanggm and Lee (1999) defined

relationship quality as predefined outcomes baseplantners’ expectations.
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Lee (2001) investigated the extent to which tdanofvledge that lies in the practices and
learned abilities of individuals) and explicit (egpsible and communicable knowledge)
knowledge are transferred between the parties aa oheterminants of outsourcing

success (business value generated for both parties)

2.4 3 Core Competencies

Business process outsourcing has been prescribad msportant tool for attaining and
maintaining a competitive advantage. Global sogytshnothing less than the whole sale
restructuring of the corporation around core compees and outside relationship
(Corbett, 1998). This exploratory empirical invgation into global business process
outsourcing provides tentative avenues for increptiie probability of success of global
business process outsourcing projects and raisey maues for further study of the
outsourcing phenomenon. Business process outsguigithe strategic use of outside
resources to perform activities that are traditigndandled by internal staff and
resources. It is a management strategy by whicbrganization delegates major, non-
core functions to specialized and efficient serviceviders, or as Corbett, a leading
consultant on global business process outsour@egres, “business process outsourcing
is nothing less than the wholesale restructuring tleé corporation around core

competencies and outside relationships (Corbe®3)19

The traditional global business process outsouremghasis on tactical benefits like cost
reduction — cheaper labor cost in low-cost coustriehave more recently been replaced
by productivity, flexibility, speed and innovatiom developing business applications, and

access to new technologies and skills (Wl@l., 1999). A core competency lies in an
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ability to differentiate outputs so that they matihmarket segment very precisely. To
identify the core competencies requires assessofethe contribution of every activity

undertaken in an organization, to decide whethas h direct effect on satisfying
customers’ needs; would achieve comparable qualike cheaply; of resources to other
activities would earn a superior return; benefitgghth arise from business process
outsourcing such as lower inventory cost, reducexhagement time and improved
production flow. An increased focus on a firm's ee@ompetencies is an important
benefit associated with business process outsaur@esset al., 1995; Gilley and

Rasheed, 2000).

Core competencies activities should be performedeeiin house or by suppliers.
Activities, which are not core competencies, shcaddconsidered for business process
outsourcing with best-in-the-world suppliers. Sonmn-core activities may have to be
retained in house if they are part of a defensivgtyore to protect competitive advantage.
Although some authors indicate characteristics ofe ccompetencies, most of the
literature on this subject seems tautological -e @yuals key or critical or fundamental.
Employees in non-core functions (even if not fadmginess process outsourcing) may
feel excluded by the organization because theyaanmon-dominant discipline. For
example, information technology employees workimgveeb based legal services in a
law firm may feel excluded by lawyers in the firin. the public sector, there may be
particular uncertainty about what is core; andasg been suggested that government may
aim to discover its core competencies via a relizaton process (Hancox and

Hackney, 2000).
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2.4.4 Flexibility

Most companies consider business process outsguaaireffort to increase flexibility in
the utilization of transportation and warehousirgpacity and to reduce risks in IT
investment. These are consistent with the findiings surveys in the US and Europe
(Roodhooft and Warlop, 1999). Business processoautsg is also used to provide
seasonal workforce and to overcome constraintsadyztion capacity. These also agree
with previous research findings by Embleton and giri(1998) and Kakabadse and
Kakabadse (2000). The study also reveals that bssiprocess outsourcing has been
used to convert a largely fixed cost business ®with variable costs in which expenses

can change according to the business climate (McR@D3).

Several potential benefits may be achieved by lessirprocess outsourcing in-house
activities (Harlancet al., 2005; Kremicet al., 2006). One of these benefits is increasing
the firm's flexibility capabilities. Because flediby is viewed as a reaction to
environmental uncertainty (Riley and Lockwood, 1997 is important to extend the
notion of flexibility beyond the factory floor linkg it to market requirements (Olhager
and West, 2002). Firms may outsource in order t@iobworkplace flexibility to face
environmental uncertainty and improve performaneewever, the review of the
literature indicates that the impact of businesg@ss outsourcing on firm performance is

highly inconclusive.
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Besides, no study has been found that has anatymedoncurrent impact of business
process outsourcing and other workplace flexibitiiynensions on firm performance.
Workplace flexibility practices like multi-functi@h teams or temporary contracts are

also aimed at reducing costs or increasing thebilley capabilities of the firm.

The literature (Grenieet al., 2004) usually classifies workplace flexibility mtnternal
and external. Internal flexibility involves efforts increase the firm's ability to adjust to
changing circumstances through modifications of iernal labor market or work
organization (functional flexibility and internalumerical flexibility) whereas external
flexibility uses changes in the external labor nearfexternal numerical flexibility) and
business process outsourcing. Functional flexjbititakes the deployment of individual
workers to particular tasks more adaptable by impleting workplace practices such as
multi-skilling teams or job rotation. Internal nurizal flexibility involves a search for
adjustment through changes in the amount or digtdb of working time by using
practices like overtime, flexi time or part-timentacts. Finally, external numerical
flexibility makes the volume of labor more flexibby externally changing the level of

employment through layoffs or the use of temposnployees.

Business process outsourcing presents organizatithsthe opportunity to avoid the
constraints of their own productive capacity in tmeechanges in the volume of sales. In
situations where the pattern of sales displaysosedsor cyclical characteristics the
penalties of under used in-house capacity may b&lest. However, care has to be taken
in ensuring that a viable supply base is maintathatlis capable of meeting peak levels
of demand. The adoption of lean supply by Boeing) dtatimes resulted in the company
being unable to meet cyclical increases in the dehfar aircraft. Lacking sufficient in-
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house production capacity the company has foundattempts to increase capacity have
resulted in their drawing resources away from t@gany’s suppliers. The potential for
improved flexibility may apply not only to the vohe of output but also the ability of the

organization to change the product range in regptmmarket conditions.

2.4.4 Access to Information

Knowledge transfer, both explicit and tacit, on tbier hand, helps to assess the
business value added through outsourcing arrangsmemplicit knowledge transfer
could be gauged by looking at the nature of thermation exchanged (general business
know-how, source codes and user guides). Implimiivedge sharing on the other hand
could be assessed by the extent of training anectditontact amongst workers. The
overall prognosis of relationship success hingestosustainability in the longer-term.
Sustainability for this analysis measures the mutesire of the client and service
provider to keep the relationship going (Lee, 200¥)th the ever growing interest for
business process outsourcing, organizations shuawe closer collaboration with their
partners and their success depends on successéwadtion of various teams and

stakeholders based in different locations.

Information and knowledge transferring and shaviitfpout direct interaction among the
concerned participants are necessary to have assfat partner's cooperation (Seshasai
et al., 2004). On one hand, knowledge sharing beyond amganizational boundary in
an extended network of participants will be inebviga On the other hand, versus
organization's resistance to keep core competeacidgheir own knowledge, there are

many retaining, utilizing and creating knowledgelgems arising from extending the
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scope of business process outsourcing in firms d&hal., 2004). The risk of loss of
strategic information coupled with the threat ofpopunistic behavior by another
partners is a strategic challenge of business psocgitsourcing that determine the

success or failure of BPO Strategy.

The resource-based theory of the firm holds thatoider to generate sustainable
competitive advantage, a resource must provide amuoanvalue and must be presently
scarce, difficult to imitate, non-substitutabledarot readily obtainable in factor markets.
Knowledge is an intangible resource for organizattwat could be as a strategic resource.
Therefore, it is necessary using an intelligent Kydtem to manage the firm's knowledge
as a strategic resource versus the threat of fostsadegic information (Gottfredsaat al,
2005). Fritsch and Willenweber (2007) have investid the effects of knowledge issues
in success of business process outsourcing projddiey have argued that when a firm
outsources in order to benefit from a set of conmglietary skills, the firm's management
will have to be involved not only in the negotiatiof the business process outsourcing

contract, but also in methods of operation andatt&gn between the two firms.

Since the employees of the two firms would probabéy mutually antipathetic, the
management would have to establish the rules, rfigrgeople to share each other's
knowledge. They point out that firms business pssceutsourcing their knowledge-
based processes for a quick return on investmagtitrbe in for a rude shock. To achieve
success the degree of complementarily of knowlddgereen the firms is low, the results
might not be this prescriptive. When the knowleaddehe two employees are similar
enough, sharing does not lead to a significantegee in each other's knowledge, but

comes with its associated costs, which is oftea. dir
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out various stages and phasesvéna followed in completing the
study. It involves a blueprint for the collectiongasurement and analysis of data. This
identified the research design, the target pomratrocedures and techniques that were

used in the collection, processing and analysdatd.

3.2 Research Design

The researcher adopted a descriptive case studgrodsdesign. Mugenda and Mugenda
(2003) describes descriptive research design agstansatic, empirical inquiring into
which the researcher does not have a direct confrohdependent variable as their

manifestation has already occurred or becausantieently cannot be manipulated.

Inferences about relationships between variables wede, from concomitant variables.
The research design was chosen because the stsdyotveonfined to the collection and
description of the data, but sought to determire @kistence of certain relationships

among the research variables (Mugenda and Mugenga).

3.3 Data Collection

The researcher used both primary and secondary Elataary data was collected using
an interview guide. These officers included: Serda@puty Secretary, Senior Assistant
Director SCM, Office Superintendent, Chief Finai@&cer, Principal Accounts Control

and ICT Assistant Director.
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These officers had been chosen upon because pk#yerole in strategy formulation and
implementation. In addition, the researcher made afssecondary data sources and
literature. Secondary data was mainly collectedhfperiodicals, publications, economic

reviews, annual company accounts and commerciates(iZikmund, 2003).

3.4 Data Analysis

Before processing the responses, the completeds raatibected during the interview
sessions were analyzed using content analysis. r€Bponses were arranged and
presented in prose form. The interview guides wedged for completeness and
consistency. Content analysis was used to anaheedta that is of qualitative nature or

aspect of the data collected.

The descriptive statistical tools such as Statittackage for the Social Sciences (SPSS)
helped the researcher to describe the quantitakita and determine the extent to be
used. The data was then presented using descrigtaistics such as frequency

distributions, tables, pie charts, line graphs etc.
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CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION OF
RESULTS

4.1 Introduction

This chapter presents the analysis and interpoattof the data from the field. It
presents analysis and findings of the study as@ein the research methodology on the
implementation challenges of the business procets®orcing strategy in thdinistry of
Transport in Kenya. The data was gathered excllysivem an interview guide as the
research instrument. The interview guide was design line with the objectives of the

study.

From the study 6 out of the 7 respondents targedeticipated in the interview making a
response rate of 85.7%. This commendable resp@isemas made a reality after the
researcher made personal calls and visits to rethesespondent to avail themselves for

the interview guide as well as insisting the impode of participating in the study.

4.2 General Information of the Respondents

The study sought to establish the distributionhaf interviewees in various departments
within the Ministry. From the findings, the inteewees indicated that they worked in the
Administration, Human Resource Management, Suppigi©€Management Department,
Office Superintendant, Information Technology andcdunts Department. On the
designations of the interviewees, the study esthéd that they were the: Director of
Administration; Senior Assistant Director Human &ate Management; Senior
Assistant Director Supply Chain Management; Offtegerintendent; Principal accounts

Controller and the Assistant Director Informatiorchnology within the Transport
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Ministry. The study did not manage to secure aerinéw with the Chief finance officer
due to the tight operational schedule that he dpdrat the time of the study. This was
partly due to end of year activities which involvpreparation of the following year’s

budget.

The study also sought to establish the period terviewees had been working at the
transport ministry. From the findings it was rewghthat majority of the interviewees had
been in the ministry for a period of more than &rgemplying that they had had enough
experience in the ministry to be able to provide télevant information that could help
answer the research questions about the challesfgesplementation of the business

process outsourcing at the ministry.

4.3 The Business Processes Outsourced by the TrangpMinistry

On the major services that the Transport ministag loutsourced, the interviewees
indicated that the most outsourced services astlp@r departments. The services
outsourced in the human resources department ediuResearch and development
where Employee Satisfaction Survey services, Ctionpprevalence Survey services,
Competence needs Assessment services, and Trgbangces were outsourced from

outside organizations/ contractors.

The interviewees indicated that the services outsuolin the Supply Chain Management
Department included: Air Ticketing — From agenci€sjstomer Satisfaction Survey
services, and Garbage Collection services. The radtration department outsourced
security, and extermination and fumigation servagsndicated by the interviewees. The

interviewees further indicated that the servicemafintaining and servicing information
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and communication technologies was outsourcedemihistry across all departments.
The ministry also outsourced landscaping and gamdeservices and cleaning services.
The main reasons advanced by the interviewees mouneing included the need for the
ministry to concentrate on its core activities #@i®r increasing the efficiency of its

officers.

4.4 Challenges of Outsourcing at the Ministry of Tansport

The interviewees were required to identify the ldmaes the ministry faced while
outsourcing some of the services. From the studgirgs, it was indicated by the
interviewees that the ministry encountered theofalhg challenges: lengthy bureaucratic
payment processes within the ministry often leadd@tayed payment of suppliers who
become impatient and unwilling to transact with thiaistry in further transactions. The
interviewees pointed out that centralized systenere/hall transactions have to pass
through Treasury (Ministry of Finance) was a majballenge in the business process

outsourcing practice at the ministry.

It was further indicated that the lack of IFMIS t@grated Financial management
Information System) Control was a challenge in BRO process in that it slowed the
transaction process. Political interference in tdrdering process which compromised
the selection of suppliers leads to selection ppsars who are not the best in the market

hence curtailing the BPO practices at the miniag'yoted by the interviewees.
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It was further revealed that the lengthy Procurdnmeamd payment procedures often
discourage suppliers and creates conflicts whickep® major challenge in the BPO
efforts within the transport ministry in Kenya. Aher major challenge emerged to be the

conflict of interest among employees (senior Manag&) and Supplier.

4.5 The relationship between the Ministry and theppliers

The study sought to establish the kind of the i@hship that existed between service
provider and the transport ministry. From the wi&wvees opinions, the study found out
that there has been a strained relationship betsegepliers and the ministry that’s in as

far as payment of suppliers is concerned.

The interviewees indicated that there is delayayipent to the supplier which is usually
characterized by government bureaucratic paymeategures run by the treasury
(Ministry of Finance) which is long and takes titnefore payment is approved by the

Authorized Officer.

4.6 The impacts of Business Process outsourcing kit the Ministry

The interviewees were required to indicate the m@aason ministry to outsource
business services. Majority of the intervieweesdatkd that the ministry outsource in
order to realize cost efficiency; for technical smlerations, increase

productivity/performance and the need to focusame activities.

The respondents also indicated that the minigtrynotivated to outsource for quality
improvement, gaining access to new talent and t#dohg, the easy availability of

vendors with expertise and economies of scale. Thastransport ministry aimed at
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meeting changing customer needs, making better aiséime and energy costs,

redirecting or conserving energy directed at thmpetencies of the business, or to make
more efficient use of labor, capital, (informatideghnology and human resources. BPO
enabled the Ministry to outsource non core actsitihereby creating more time for its

staff to concentrate on their core business hamrease efficiency.

On the hazards of BPO, the interviewees noted tti@tBPO strategy in the transport
ministry had exposed the ministry to insecurityrdbrmation important and confidential
to the ministry. The interviewees further indicatbdt the adoption of the BPO strategy
had served to cultivate conflict of interest betweservice providers and ministry
officials. IT was also noted by the interviews nmijadhat the BPO strategy was being
curtailed by the lack of control of service provisland the sabotage from suppliers in the

event of delayed payment crippling Ministry’s operas.

4.7 Knowledge of Vender Management information amog the interviewees

On whether the interviewees had any had clearnmition on vendor management at the
Ministry, the study found that majority of the mgeas indicated they were guided by the
following documents when outsourcing: the Publiogurement and Disposal Act &

Regulations, the Public Private Partnership Aat, KMarket Survey Price Index and the
Regular Treasury Circulars that were vital in stméaing outsourcing of services and the

management of venders in the ministry and the kgrgblic Service.

36



Moreover, the interviewees pointed out that theras wommitment from the top
executives in the Ministry of Transport in ensursgccessful implementation of BPO
strategy is achieved. The ministry had been sumpaont implementing BPO Strategy as

enumerated in their Strategic Plan 2008-2012.

4.8 Effect of vender management information on thenplementation of BPO

strategy at the Ministry

On how information about vendor management hadtatethe BPO implementation at
the Ministry, majority of the interviews opinedat the public procurement and disposal
Act and regulations and the public private partnigrsact had majorly improved the
process of selecting venders by provide regulat@ng/ho should qualify to be selected

ad a vender/ supplier of certain services beingauted within the ministry.

The interviewees noted further that informatiomirthe Market survey Price index had
served to reach the appropriate price for the sesvioffered by venders and hence
reduced conflicts arising from price determinateanong the managers and the suppliers.
The information was also viewed by the interviewassbeing vital in the process of
reducing bureaucracy in the process of paying tipplgers of the services outsourced by

the ministry.

4.8 Support of the ministry management to the implaentation of the BPO strategy

Asked whether the Ministry management had been astipp of the BPO
implementation and how it had affected the impletagon process, majority of the
interviewees noted that the management had begnsugportive and pointed at the

enumeration of the BPO strategy in the Ministrygtegic plan for the period 2008-2012
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as a major indicator of the management’'s commitntenthe strategy. They also
indicated that through departmental procurementnplaMinistry’s staff have been
involved in the BPO implementation in the Ministijhey however felt that measures
should be put in place to ensure that servicesept®gl in the procurement plan are

acquired in time.

The interviewees were positive about the effedhefministry’s management support as
majority of them were in agreement that the migistas achieving its cost effectiveness
objective which was one of the driving factors tosd&aBPO strategy formulation in the

Ministry of Transport.

4.9 Effects and remedies of BPO implementation oiné in-house staff

Majority of the interviews asked if BPO implememataffected the in-house staff in any
way and what had been the solutions in place itelicghat the BPO implementation
process had lead to conflicts of interest amongst#t@or managers in the ministry and

the suppliers. This had served to cripple the BR&legyy implementation.

On the other hand, BPO strategy implementationiheetased commitment among the
in-house staff. The interviewees cited that thesourtcing practices in the ministry
allowed them more time to concentrate on the carectfons of the ministry hence

increasing efficiency and productivity among them.
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4.10 The effect of BPO strategy on the satisfactiaof the end users

The interviewees were required to state whetheetitkusers of the outsourced services
through the implementation of the BPO strategy weappy with the services offered.
From the finding, majority of the interviewees nbthat those suppliers chosen through

the right procedure and who qualified in the servibey offered made the end users

happy.

On the other hand, majority of the intervieweesidatéd that politically endorsed
suppliers did a shoddy work end as they did nasfyathe end users. This is because they
are protected by the politicians who endorsed themmajority of them are related to the
politicians and thus have to satisfy the interedtdhe politician without their tender

being cancelled.

4.11 Hazards associated with the outsourcing impleemtation at the Ministry

In addition, the interviewees were also asked tlicate whether there were any hazards
associated with the BPO strategy implementatiothatministry. From the interview
conducted the study established that majority ef ititerviewees implied that indeed

there were hazard associated with outsourcing imgh¢ation at the Ministry.

They cited security of information, conflict of a@rest between service providers and
Ministry officials, lack of control of service pralers, and sabotage from suppliers in the
event of delayed payment- crippling Ministry’s opigons as hazard associated with

outsourcing implementation.
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4.12 Capacity of the in-house team to implement thBPO process

On the capacity of the in-house team to implemieatBPO process, it was evident that
majority of the interviewees indicated that thehmise team through the supply chain
management Department under the directions of waridepartments had enough

capacity to implement the BPO strategy in the Mrgis

They further indicated that the SCM department uglothe directions of the various
departments outsources for services and in turneimgnt the BPO strategy in the
Ministry. The however suggested that departmergatls should be empowered to fully

carry out the BPO process and fully implement tReipartmental Procurement plans.

4.13 Discuss of Findings

This study had one objective of establishing thelémentation challenges of BPO
strategy at the Ministry of Transport in Kenya. fardhe research findings presented
above, the study established that lengthy buretiacpayment processes within the
ministry often led to delayed payment of supplete became impatient and unwilling
to transact with the Ministry in further transaciso There was also lack of IFMIS
(Integrated Financial management Information Syjt@wontrol in the BPO process in

that slowed the transaction process.

These findings are in agreement with those of Oti@P01) who argued that the
challenges to successful strategy implementatiooluded the impact of an
organization’s existing management controls andiqdarly its budgeting systems
(Reed and Buckley, 1988). The Ministry allocatedualget for every process in the

implementation. However, during the strategy impmetation phase, several other
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challenges surfaced thus delaying the implememtapeoocess. These findings are
consistent with those of Alexander (1985) who is butline listed ten most frequently
occurring strategy implementation problems includéderestimating the time needed for
implementation and major problems surfacing that hat been anticipated, in addition
uncontrollable factors in the external environmbéatl an adverse impact on strategy

implementation.

The findings indicate that there had been a stdaneéationship between suppliers and
the Ministry in as far as payment of suppliers waacerned. Delay of payment to the
supplier which was usually characterized by governimbureaucratic payment
procedures run by the treasury (Ministry of Fingnedich was long and took time
before payment was approved by the Authorized &ffighis in term led to customers

calling in demanding that the Ministry honors itgigations.

If an outsourcing arrangement is to be successfilleaMinistry, it needs to be managed
with care, attention to detail, vision about whagim be achieved, close monitoring of
financial issues and sensitivity to the needs &kdint stakeholders. This will create a
stronger relationship between the Ministry andvéadors. These findings are consistent
with those of Akomode, Lees and Irgens (1998) withcated that for stronger and long
lasting relationship between the firms and the @mwtsed vendor needs to be build on
clear and good communications. There must be oggamd effective communication
between the organization and outsource vendortadetationship between parties must

be strong.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

This chapter presented the summary of key datanfysgd conclusion drawn from the
findings highlighted and recommendation made there-The conclusions and
recommendations were drawn are in quest of addiggsdie research question or
achieving at the research objective which is thele@mentation challenges of the

business process outsourcing strategy irimestry of Transport in Kenya.

5.2 Summary of Findings

The study found that majority of the departmentghe Transport Ministry outsource
various business processes including: securityiGsy cleaning services; landscaping
and gardening services; extermination and fumigatservicing of ICTs; air ticketing;

customer satisfaction survey; employee satisfadiomey; corruption prevalence survey;

competence needs assessment; training servicegadmage collection.

The researcher also found that the major challenggserienced as a result of
outsourcing include: Lengthy Bureaucratic Paymemnic€sses delaying payment of
Suppliers; Lack of a Decentralized system- alhgections have to pass through
Treasury (Ministry of Finance); Lack Of IFMIS systeControl; Political interference in
the tendering process- compromising selection ppbkers; Lengthy Procurement and
payment procedures often discourage suppliers aeates conflicts and Conflict of

interest among employees(senior Management) anpliScgp
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The study also established that there has beeraiaest relationship between suppliers
and the ministry that's in as far as payment ofpdieps is concerned. This is often
occasioned by bureaucratic payment proceduresytimebtreasury (ministry of Finance).
The study also revealed that the Business Procatso@rcing strategy had led to cost
reduction; better services and had allowed the stryis staff to concentrate on core

competencies.

The study also established that the ministry outsoin order to realize cost efficiency;
for technical considerations, increase productipggyformance and the need to focus on
core activities. The ministry is motivated to outsze for quality improvement, gaining
access to new talent and technology, the easyadéy of vendors with expertise and

economies of scale.

The interviewees noted further that informatiomirthe Market survey Price index had
served to reach the appropriate price for the sesvioffered by venders and hence
reduced conflicts arising from price determinateanong the managers and the suppliers.
The information was also viewed by the interviewassbeing vital in the process of
reducing bureaucracy in the process of paying tipplgers of the services outsourced by

the ministry.

The study revealed that the management had begnsupportive and pointed at the
enumeration of the business process outsourciategly in the Ministry’s strategic plan
for the period 2008-2012 as a major indicator far management’s commitment to the
strategy. It was also established that those senspiihosen through the right procedure

and who qualified in the service they offered mtmeend users happy.
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The study found that the following hazard come with BPO strategy in the ministry:
security of information, conflict of interest betare service providers and ministry
officials, lack of control of service providers,casabotage from suppliers in the event of
delayed payment- crippling Ministry’s operation$ieTstudy further revealed that the in-
house team through the supply chain managementrDega under the directions of

various departments had enough capacity to impletherBPO strategy in the Ministry.

5.3 Conclusion

From the study findings, the researcher conclutles the business operations that the
Ministry of transport outsources include securigyvsces; cleaning services; landscaping
and gardening services; extermination and fumigatservicing of ICTs; air ticketing;
customer satisfaction survey; employee satisfadiomey; corruption prevalence survey;
competence needs assessment; training servicegaabdge collection. The study also
concludes that the factors that drive transportistiyn to outsource its business
operations include a need to realize cost effigiefar technical considerations, increase
productivity/performance and the need to focus ornecactivities. The ministry is
motivated to outsource for quality improvement, ngag access to new talent and
technology and redirecting or conserving energealed at the competencies of the

business.

The study also revealed that the challenges fatimgstry in implementing the adopted
BPO strategies include Lengthy Bureaucratic Paynientesses delaying payment of
Suppliers; Lack of a Decentralized system- allhgeections have to pass through
Treasury (Ministry of Finance); Lack Of IFMIS systecontrol; political interference in

the tendering process- compromising selection @pbers; lengthy procurement and

44



payment procedures often discourage suppliers aedtes conflicts and conflict of
interest among employees(senior Management) andolitgo The study further
concludes that the ministry had accrued some ksrfedim business process outsourcing
such as cost reduction; better services and hadiedl the ministry’s staff to concentrate

on core competencies.

5.4 Recommendations

From the discussions and conclusions in this chafte study recommends that for the
Ministry of transport in Kenya to succeed in itstsmurcing the good communication
should be ensured, job quality should be a pripstsict rules should be implemented to
guide outsourcing, an explanation should be gieethé entire staff why the Ministry has
to outsource, benefits of outsourcing should alsontade clear to all the ministry
employees and stakeholders, there should be autjorimllow-up (supervision) so that
the work is done professionally and in good time afso costs should be considered

before outsourcing to make sure that they do noéed the benefits of outsourcing.

The study also recommends that bureaucracy inupplier payment process should be
reduced in order to encourage good relationshipvdxt the suppliers and the ministry
and increase the benefits of BPO in the ministtyis Ifurther recommended that the
ministry should develop clear criterion for selentiof a vender to supply the services the
ministry intends to outsource in order to counteg thallenge of conflict of interest

among the employees and the suppliers. .
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The study further recommends that the Ministry $&tharounter political forces in the

choosing of the venders by ensuring proper corpagaternance and ethics are in place
to scrutinize the venders in the order of merit aa@ability. Corporate governance is
important in building credibility of the operation$ the ministry and ensure that fairness

is enhanced.

5.5 Limitations of the Study

Being that this was a case study on one ministeydata gathered might differ from
implementation of the business process outsoursirajegy in other ministries. This is
because different ministries and parastatals addfdrent strategies that differentiate
them from their competitors. The study however, stautted an effective research
instrument that sought to elicit general and specifformation on the challenges of

implementation of the business process outsoustiagegy.

The study faced both time and financial limitatiohke duration that the study was to be
conducted was limited hence exhaustive and extseamghprehensive research could not
be carried on implementation challenges of thermss process outsourcing strategy.
Due to limited finances the study could not be iedrrout on the other offices of the
ministry. The study, however, minimized these byducting the interview at the
Ministry’s headquarter since it is where strategies made and rolled out to other office

that operate on the blue print.
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5.6 Area for Further Research

The study recommends that further research shaldobe on the policy measures that
can be strategically developed in order to enhdheeelationship between government
ministries and venders responsible for supplyints@urced services, so as to ensure
mutual understanding between stakeholders andwechjgimum results.

Further study should look at how to reduce buresmycin the payment of government
expenses and ensuring that the venders chosenualiéieg and able to serve the
appropriately. The researcher further recommends dhsimilar study be done on the

private sector institutions for the purposes ofdbenarking.

5.7 Implications on Policy, Theory and Practice

The Kenyan public sectors especially the MinistfyToeansport and other Outsourcing
Organization should use the study to benefit tlgamization by formulating strategies to
counter the challenges of BPO strategy and enhsunmeessful implementation of BPO.
The government and policy makers should get insfgimh the study in formulating
policies regarding regulatory requirements of theny@an outsourcing firms that will

promote successful implementation of BPO in thepization.

The academicians would use that the study as & lgsin which further studies on
business process of outsourcing could be researchied findings contribute to

professional extension of existing knowledge inibess processing outsourcing by
providing literature on challenges of BPO implenagion. It also serves as a source of

reference for future scholars besides providingsud further research on BPO.
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APPENDICES

Appendix I: Interview Guide

Part I: General Information of the Respondent.

1)

2)
3)

4)

5)

6)
7)

8)

9)

Name of Respondents

Which department are yoU iN? .........oooii i e e e e

How many vyears have you worked in the Ministry ofrafisport

Does your department outsource any business pex2$hich business process do
you outsource?

Are there any challenges that you have experiemedtie implementation of the
outsourcing processes? If yes, please outlinentjer ones.

Are the Ministry Managers having clear informatmmvendor management?

How has this information about vendor managementectfd the BPO
implementation at the Ministry?

Has the Ministry management been supportive oBfa® implementation? How has
this affected the implementation process?

Has there been mutual understanding between thestk§inand the outsourced

service provider? How has this understanding afféservice delivery?

10)Has the BPO implementation affected your in-housd#f én any way? What have

been the effects and how have they been dealt with?

11)Are the end users of outsourced services happy théhservices delivered? Please

explain

12)Are there hazards associated with the outsouremgementation at the Ministry?

What are they?

13)Does the Ministry have enough in-house team toemeint the BPO process?

14)In your opinion, what are the challenges that thenistty has faced in

implementation of BPO?
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