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ABSTRACT

Outsourcing is a widely known compelling strategitanagement option several
companies are adopting nowadays. From small te lacgle establishments, they have
been using it to continually maintain their stabtatus in today’s overly competitive
market. Its emerging power as a business tool douinted. Outsourcing seems to have
become the new trend in organizational strategy. oltsourcing, part of the
organization’s production or service process icahsinued and transferred to another
party, along with personnel and other resource®ck¥e implementation of strategy has
become the goal of many organizations. Howevetranslating their grand plans into
action, unacceptably high rates of failure havenbesported among many companies.
Organizations seem to have difficulties in impletivemn their strategies. Healthcare
industries are operating under environment fullrieing cost of healthcare, increased
adoption of technology, prevalence of quality aretf@rmance-based reimbursement
models, evolving physician-hospital -patient dynesrand increased competition which
are forcing the healthcare industry to recast lmssrand care delivery processEse
Nairobi Hospital is one of the best Hospitals ie tHealthcare industry in Keny&@he
Hospital has outsourced some of it noncore serwdeish include cleaning services,
gardening services, courier services and secugityices.The purpose of this research is
to assess the implementation of outsourcing styaaedhe Nairobi Hospital with an aim
to investigate the effects of outsourcing on thepial’'s performance. This research was
conducted through a case study. Primary data whectad using an interview guide
which was administered to 10 Managers, both seamor middle levels, at The Nairobi
Hospital. The qualitative data collected was aradlymsing content analysis technique.
The study established that the Nairobi Hospital gitass has been outsourcing services
for more than three decades. The decision to oudeas typically developed at senior
levels of corporate management at the Nairobi Hakpnd is usually contemplated as
part of a larger strategic initiativ€he study established the factors that Nairobi kakp
consider when deterring services to be outsourtlee factors include the need to reduce
and control operating cost, improve the focus ef tlospital, gain access to world class
capability, free resources for other purposes, wiesnurces are not available internally,
to accelerate re-engineering benefits, to effityeptovide functions that are too complex
to manage and to share risks. The study establigtatdrganizational culture affect the
relationship between the hospital and the servie®/iger. Outsourcing enables the
hospital to concentrate the core process ratham tha supporting ones. The study
concludes that Nairobi Hospital has been effectivehas been effective in the
formulation of an outsourcing strategy. The studgatudes that the outsourcing strategy
at the Nairobi Hospital has a number of benefitsctviimproves the organizational
performanceThe study recommends that implementation of outsogrstrategy at the
Nairobi Hospital can be enhanced by: Ensuring that outsourced service provider
focuses more on the satisfaction of clients. Piagictlear criterion for measuring the
outcomes of the outsourcing process. Formulatingdeljnes which ensures that
outsourcing enhances the growth objectives in tbhspital. The study recommends
further study on the key success for implementatbroutsourcing strategy in the
Kenyan heath sector. The study will provide a geetide evaluation of measure that can
enhance outsourcing of medical services.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Outsourcing is defined as the process of transigran existing business function,
including the relevant physical and or human assetan external provider in order to

strategically use outside resources to perfornvisiets previously handled in-house.

Outsourcing is a widely known compelling strategitanagement option several
companies are adopting nowadays. From small te lacgle establishments, they have
been using it to continually maintain their stabtatus in today’s overly competitive
market. Its emerging power as a business tool idouinted. Since its inception,
outsourcing has spread to companies of all indesstboth private and public as an
alternative to simply using internal resources (&ot2003). This is because these
services are noncore and repetitive in nature #wmslar in almost all organizations.
Furthermore they can be done by an outside comabalgeaper cost or at the same cost

but in better ways (Quinn and Hilmer, 1994).

Outsourcing seems to have become the new trendrganzational strategy. In

outsourcing, part of the organization’s product@rservice process is discontinued and
transferred to another party, along with persorara other resources. Although the
potential economic benefits of outsourcing are ¢imuo be considerable, a growing
number of evaluation studies show disappointingaues. Cost savings tend to be less

than expected and quality sometimes declines.



Outsourcing involves transferring a significant amb of management control and
decision-making to the outside supplier. Buyingduas from another entity is not
outsourcing or out-tasking, but merely a vendoatiehship. Likewise, buying services
from a provider is not necessarily outsourcing at-tasking. Outsourcing always

involves a considerable degree of two-way infororagxchange, coordination, and trust.

Many companies look to employ expert organizationsthe areas targeted for
outsourcing. Business segments typically outsouioetide information technology,
human resources, facilities and real estate managend accounting. Many companies
also outsource customer support and call centerctiurs, manufacturing and
engineering. Outsourcing business is often chataeté by expertise not inherent to the

core of the client organization.

Many companies have gained significant negativeligityp for their decisions to use
outsourced labor for customer service and techmsicpport. One of the most prominent
customer complaints is that the outsourced staffnbezs deliver a lower quality of
service to customers. A prominent business comipiaithat outsourcing only offers an

industry average cost structure, potentially redgcompetitive advantage.

Some outsourcing companies use a competition otesbatyle approach to get their

advanced work done as well as to hunt for inteomati talents for potential employment.

1.1.1 Strategy Implementation

The importance of strategy to a firm cannot be gmoh Hough, Arthur, Thompson,
Strickland and Gamble (2008) posits that strategpails how management intends to

grow the business, how it will build a loyal cliefg and out-compete its rivals, and how
2



each functional piece of the organization will ednite to the sum total and how
performance would be boosted and sustained. Bféeochplementation of strategy has
become the goal of many organizations. Howevetranslating their grand plans into
action, unacceptably high rates of failure havenbesoorted among many companies.
However literature has documented that many prevsiudies in strategy have focused
on formulation and that very little has been daméhie area of strategy implementation.
Studies in this area have focused on problemgatesfy problems e.g Salem Al-Ghamdi
(1998) and Alexander (1985). However the arearatesjy implementation is key to the

overall success or failure of a firm (Thobani, 2011

Although numerous studies acknowledge that strasefiequently fail not because of
inadequate strategy formulation, but because difficgent implementation, strategy

implementation has received less research attentltam strategy formulation.

Implementation of strategy is the process throudficiva chosen strategy is put into
action. It involves the design and management stesys to achieve the best integration
of people, structure, processes and resourceshievaitg organizational objectives. Yet
the implementation of a strategy is not easy (Péeefl996). Many researchers have
identified factors that affect strategy implemeiatat such as corporate ownership
(Ungerer et al. ,2007) and commitment (Raps0520lt is the role of the strategist to
present the strategy to the members of the orgamizen a way that appeals to them and
brings their support. This will put organizationa¢ople to feel that it is their own

strategy rather than the strategy imposed on tismh a feeling creates commitment so

essential for making strategy successful (KaplahMorton, 2001).



Setting organizational climate relevant for strgtemplementation is important for
making strategy to work (McKinley & Scherer 2000yganizational climate refers to the
characteristics of internal environment that cdndg the co-operation, the development
of the individuals, the extent of commitment andidation of people in the organization,
and the efficiency with which the purpose is tratedl into results. Organizations whose
strategy is implemented with conducive climate ragge effective than those whose are

not (Wai-Kwong et al., 2001).

Organizations seem to have difficulties in impletvem their strategies. However,
researchers have revealed a number of problemgrategy implementation which
include: weak management roles in implementatioilack of communication, lacking a
commitment to the strategy, unawareness or misstateting of the strategy, unaligned
organizational systems and resources, poor codioimand sharing of responsibilities,
inadequate capabilities, competing activities, andontrollable environmental factors

(Grundy, 1998; Heide, 2002; Beer and EisenstatDR00

Strategy implementation has attracted much lessitadh in strategic and organizational
research than strategy formulation or strategimmlay. Alexander (1991) suggests
several reasons for this: strategy implementatisnleiss glamorous than strategy
formulation, people overlook it because of a bdleft anyone can do it, people are not
exactly sure what it includes and where it begimd @nds. Furthermore, there are only a

limited number of conceptual models of strategylangentation.

Strategy which is a fundamental management toobny organization is a multi-

dimensional concept that various authors have défin different ways. It is the match
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between an organization’s resources and skills taedenvironmental opportunities as
well as the risks it faces and the purposes it @gl accomplish (Thompson S, 1993). It
IS meant to provide guidance and direction for dl@vities of the organization. Since
strategic decisions influence the way organizaticespond to their environment, it is
very important for a firm to make strategic dearssiand define strategy in terms of its
function to the environment. The purpose of sgate to provide directional cues to the
organization that permit it to achieve its objeeiwhile responding to the opportunities
and threats in the environment (Pearce and Robin2007). Johnson and Scholes
(2002), view strategy as the direction and scopamobrganization over the long-term,
which achieves advantage for the organization gjnotis configuration of resources

within a changing environment, and fulfill stakethed’s expectations.

Strategic management is, hence, both a skill anciranGood strategic management
requires both clear thought and sound judgmenat&jic management is the formal and
structured process by which an organization esabd a position of strategic leadership.
Strategy development is a multidimensional prodkas must involve rational analysis
and intuition, experience, and emotion. But, whettteategy formulation is formal or
informal, whether strategies are deliberate or gedr there can be little doubt as to the
importance of systematic analysis as a vital inptd the strategy process. Without
analysis, the process of strategy formulation,i@alerly at the senior management level,
is likely to be chaotic with no basis for compareryd evaluating alternatives. Moreover,
critical decisions become susceptible to the whiamel preferences of individual
managers, to contemporary fads, and to wishfulkthg (Hrebiniak, 2006; Grundy,

1998; Beer and Eisenstat, 2000).



1.1.2 Outsourcing strategy

According to the Outsourcing Institute, 2001, impgie terms, ‘outsourcing’ can be
defined as the strategic use of outside resouecpsrform activities traditionally handled
by internal staff and resources. It is a managersteategy by which an organization out-

sources major, non-core functions to specializéajent service providers.

Outsourcing is attractive to senior management umcat improves some of the
dimensions of organizational performance (Lillyagét 2005). According to the survey,
conducted by Accenture and the Economist IntellbgerUnit, two-thirds of the
respondents all of whom had been outsourcing amhajsiness process for at least two
years agreed that outsourcers who know how to neatta® process can enhance their
company's performance and achieve a high levehti$faction with the results (Lacey

and Blumberg, 2005).

The outsourcing of non-core activities allows agamization to increase managerial
attention and resource allocation to those taskd th does best and to rely on
management teams in other firms to oversee taswiah the outsourcing firm is at a
relative disadvantage. This focus can improve tedoy allowing the firm to be more
effective, more innovative and more skilled in th@tivities. Also, outsourcing can be
used to increase the quality of work life. When @aganization focuses on its core
competences, especially for the remaining emplgoys@®se positive improvements may
emerge. Focusing on core competences ensureshthfolt becomes more meaningful

for the employees.



Secondly, increased outsourcing of non-core a#/itan improve service quality (Dess
et al.,, 1995). A vendor will be in a better positito provide the outsourced services
because this area constitutes its core businefiey(@nd Rasheed, 2000). Frequently, the
improved capabilities of the supplier are the restilarge investments in technology, in
methodology and in human resources made over trmmany cases, the capabilities of
the vendor include specialized knowledge in theistiy obtained by working with many
customers. The knowledge of the vendor can be feaes to the outsourcing firm,
satisfying customer requirements with their skiispcesses or technology. For all of the
above reasons, the outsourced service qualityteng@drception of that service are better
than when performed in-house (Espino-Rodriguez GitdPadilla, 2005; Teng et al.,
1995). Moreover, as a result of the activities caeted out to the vendor, since the
management spends more time on its other remagg@ngces, an increase in the quality
of the services performed could be observed. Ad fioint, ElImuti (2003) provided

support for empirical evidence of an outsourcingdiy relationship.

Lastly, outsourcing activities with low strategialue can lead to lower costs and thereby
improve the organizational results (Espino-Rodrigaed Padrén-Robaina, 2005). Firms
are increasingly viewing outsourcing strategiesréatucing or controlling costs (Smith et
al., 1998). Empirical research also suggests thiédoorcing firms often achieve cost
advantages relative to vertically integrated firi@dley et al., 2004; Gilley and Rasheed,
2000). It is commonly believed that vendors careghe same level of service at a lower
cost than internal departments. Presumably, vendengfit from economies of scale,

tighter control over fringe benefits, and bettecesms to lower-cost labour pools, and



more focused expertise in managing service (Dowd®95; Smith et al., 1998). By
focusing on specific skills and technologies, ad@mmay become more proficient at that
activity than the outsourcing firm may. Ideally,etlvendor is also a cost-conscious
provider and reduces bureaucratic costs, producdsef efficiencies, and shares some of
the savings with its clients (Gilley et al., 2004). addition, outsourcing arrangements
reduce the need for capital assets, and this redugestment in organisation’s capacity
lowers fixed costs and leads to a lower break-gua@nt (Gilley and Rasheed, 2000).
Outsourcing not only results in a shift of profildalp but also exacerbates the
productivity differential between outsourcing firnad vendors (Jiang and Qureshi,

2006).

1.1.3 Health sector in Kenya

Healthcare industries are operating under enviranirhidl of rising cost of healthcare,
increased adoption of technology, prevalence oflitguaand performance-based
reimbursement models, evolving physician-hospifatient dynamics and increased
competition which are forcing the healthcare indust recast business and care delivery
processes. By leveraging business process outegurbealthcare companies are
redefining their operating model to maximize valt@n their business processes. 1i'21
Century, Hospitals and Healthcare industries in yeeare facing increased financial
difficulties because of the high cost of living exignced in the country and the private
are not an exception. A steep rise in the cosivaid has pushed Nairobi up the list of
Africa’s most expensive cities and diluted the gyabf life for its residents, a newly

published report indicates. This in itself has @&adpeffect on the cost of healthcare

8



services in the country. As a result, healthcaecetives face the challenge of reducing
costs while maintaining quality patient care. Orfetloe strategic tools healthcare

executives are using to meet this challenge iscouteng.

1.1.4 The Nairobi Hospital

The Nairobi Hospital is one of the best Hospitalghe Healthcare industry in Kenya.
The Nairobi Hospital has been in existence sind# 1% is a private, non-profit making
organization totally dependent on income from smwiprovided with no other sources of
funding except donations. It is registered as apamy limited by guarantee, and not
having share capital and it has voluntary membprshhe Hospital is guided by its
mission, vision, core values and strategic therfke.Hospital has a bed capacity of 320
beds, approximately 1000 members of staff and dtamdis doctors with admitting
rights. 100 of the doctors have offices within tiespital premises. The management of
the Hospital, as laid down in the Memorandum antickes of Association is vested in
the Board of Management. The Directors, known asmblrs of the Board of
Management, receive no remuneration for their sesvi The Nairobi Hospital has
excelled in medical expertise and services promisend has deservedly earned
recognition throughout East Africa and beyond asdvanced diagnostic, treatment and
referral centre. Expansive investment in lateshrietogy and medical equipment has
enabled the Hospital establish leadership in mégicacedures and services both in
Kenya and outside. The Hospital has outsourced soimieé noncore services which

include cleaning services, gardening services,iepgervices and security services.



1.2 Resear ch Problem

Outsourcing involves the transfer of organisatioggular business activities (functions
and processes) to an outside service provider ghatides the services back to the
organization, as defined in a typically long teronttact. The core idea behind strategic
outsourcing is to benefit in some manner from ailgioutside entities to take over the
operation and management of a given function. Thesefits can take many different
forms. Often, the idea is to increase the bottare bf a company by reducing various
operating expenses. At other times, the benefitdv@® with having immediate access to
professionals who specialize in handling the outsedl function, without the need to
train personnel to take over those functions. Térelit may be a matter of convenience,
allowing the business owner to not have to deah wi#cessary functions that he or she
does not wish to deal with, or feels unable to nganaith any degree of efficiency. As
long as the benefits that are generated by thegeraent are considered sufficient by the

client, then the process of strategic outsourcangloe considered a success.

The Nairobi Hospital is operating under environment of rising cost of healthcare,

increased adoption of technology, prevalence oflitguaand performance-based
reimbursement models, evolving physician-hosppatient dynamics, high interest rates,
rising inflation and increased competition whicle dorcing the healthcare industry to
recast business and care delivery processes. Fligving the healthcare executives to

outsource their non-core functions to experienesdice providers.

10



The purpose of the research was to assess thenmaplation of outsourcing strategy at
The Nairobi Hospital with an aim to investigate tbHects of outsourcing on the

hospital’s performance.

1.3 Research Objective

The research objective of this study was to astessmplementation of outsourcing
strategy at The Nairobi Hospital with an aim toastigate theffects of outsourcing on

the hospital’s performance.

1.4 Value of the study

In a nutshell this study will assist in revealingwhoutsourced services are strategically
managed at the Nairobi Hospital, the decision nmkprocess and the future of

outsourced services in healthcare industries.

Secondly, the study will be beneficial to all thakeholders in the Healthcare industries
because it will provide more guidance on how theg able to manage outsourced
services in the institutions and ensure successy tm avoid risks involved in
outsourcing, and at the same time not compromis¢hemquality of services given to

their patients.

Thirdly, scholars and researchers will find thedfimgs useful as secondary data when
researching on related field and also build antdete other issues not brought out by

this research and also add to more knowledge inshedly.

Finally, the study will be useful to both the pitieand public heath sectors especially the

ministry of health and sanitation and ministry oédrcal services which are responsible
11



for regulating public and private healthcare ingttns in terms of formulating effective

healthcare services.

12



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This section draws on literature in the area oflemgntation of outsourcing strategy.
Secondary material such as books, journals, andegrtwhich carry previous research
work on the study topic are analyzed. The matésiaf importance to this study as it
forms a basis for observations which will be maderdy the study in line with the aims

and objective of the study.

2.2 Theoretical Foundation

2.2.1 Decision theory

The risk-benefit analysis in decision theory conegathe risks associated with and the
benefits expected of a decision that is made, deroto achieve an optimal result. This
concept has been discussed by Jurison (1995). Whenconcept is applied to

outsourcing, it means that the management or aecisiakers have to assess all the
potential risks and benefits that may arise frotsourcing process. These factors would

therefore influence the growth of the business ggemutsourcing.

Perceived risk theory analyses the risk a persdnestively associates with the
consequences of a decision and its impact on tieation to close a transaction (Bauer,
1967). This theory is grounded on the fact thatlaasy as the perceived benefits
outweigh the perceived risks, the person in chanfehave a positive attitude towards a

particular decision. In information system resbarperceived risk inherent in a

13



transaction plays a critical role especially in piitin of technology. For example,
Feartherman (2001) found that the overall potemisid may reduce the usefulness of an
activity. Also, Pavlou, (2001) noted that potehtiak reduces individual intentions to

conclude a deal.

It is apparent that the individual perception tosgoutsourcing could either be positive
or negative. Negative perceptions of outsourcing aften equated with risks of

outsourcing, that is, the possibility of outsougcfailure (Aubert, et al., (1998); Earl, M.J
(1996). Similarly, there are a number of outsmgciadvantages, which may be
summarized as outsourcing benefits (Dibbern, et (@004);ECB (2004). In this

research, therefore, the risk-benefit frame-workapplied to examine the factors
affecting the growth of outsourcing decisions. Tit@enework is in line with the decision

theory regarding decisions that involve risk or emainty (Friendmann and savage
(1948); Machina (1987); Tamura (2005). In outsmgcresearch, the analytical
framework of tradeoff between costs versus risksa documented by researchers like
Jurison (1995);(1998);(2002). This suggests thanaking outsourcing decisions, firm
managers assess all the perceived risks and lsendfitis plausible to argue that the
decision to outsource is positively influenced kerqeived benefits of outsourcing and

negatively influenced by perceived risks of outsmyg.

2.2.2 Co-evolutionary theory

Co-evolutionary theory (Lewin and Volberda, 1998dlicates that as firms grow and
evolve from small to larger and multidivisional argzations, the strategy

implementation methods also evolve simultaneousifhe various strategy
14



implementation models described by Bourgeois anodBin's (1984) are meant to
meet the changing needs of firms as they evolveutiit various stages of the
organizational life cycle (Parsa, 1999). In cortttaghe earlier descriptive models, this
model is more prescriptive with an, albeit limiteeimpirical basis. The research
highlights three of Bourgeois and Brodwin's (198dgssifications of strategy

implementation styles: change, the 7s model, cotltive, and cultural.

Not all firms implement their strategies in the samanner; nevertheless, research
investigating the differing styles of implementatias scarce. Nutt (1995) utilizes
Jungian theory (Jung, 1923) for his framework oplementation style, however, this is
very much an analysis of the psychological stylendfviduals within the firm. More
recently, Parsa (1999) utilized Bourgeois and Briotd\(1984) classification of strategy

implementation types.

The majority of existing classification models ittasegy implementation tends to be
normative in nature (Parsa, 1999). Alternativelyheyt are developed from
organizational observation, and as such, becom&xiosepecific and frequently lack
any broader theoretical grounding (Hooley et a@92). In contrast, Bourgeois and
Brodwin's (1984) model is comprehensive and based specific theoretical
assumptions and has been used by authors suchrsa @#&99). Bourgeois and
Brodwin (1984) to refute the traditional approaotstrategy implementation as simply
an addition to the strategy formulation phase & #trategy process. Rather, they
contend that strategy implementation evolves eift@n a process of winning group
commitment through a coalitional form of decisioaking, or as a result of complete

coalitional involvement of implementation staffdkugh a strong corporate culture.
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2.3 Aims of implementing outsour cing

In recent years, firms have been developing varimnds of strategies in order to solve
problems related to the cost, quality and speesleofices. Downsizing, elimination of
some functions or processes, developing stratedationships through franchising or
contracting out or leasing arrangements can be aseexamples for these decisions.
Outsourcing is also one of these strategies. Famgle, many hotels have experienced
success with the outsourcing of support servicebd s$ security, maintenance, laundry

and baking (Hemmington & King, 2000).

As a fast-developing country, developed country lbag been recognized as a popular
place to outsource (Matteo, 2003). Low-cost labmd &igh-technology manufacturing
have made the leading destination for outsourcBrgwn, 2005). With its accession to
the World Trade Organization (WTO), country is inona favorable conditions to
implement its economic reform and industrial resing. This has stimulated the
development of logistics industry and fostered awgng demand for outsourcing
(Agarwal and Wu, 2004). Nevertheless, the 3PL ihgus undeveloped country is still

regarded to be in its infancy (Trunick, 2003).

Although much has been written about outsourcingClona (Matteo, 2003; Brown,

2005; Forrest, 2005; Hannon, 2005), limited studiage been conducted to thoroughly
investigate the key outsourcing drivers and prokldhmt organizations in developed
country have considered and encountered. A laugeber of studies have analyzed the

drivers of outsourcing from both a theoretical pextive; Jennings, 2002; Lynch, 2004)
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and a practical point of view using case studie$ surveys in developed countries such

as US, UK, Australia, and New Zealand; Kakabadskkakabadse, 2005).

While many drivers are unique to specific organoreg and industries, there are some
common key factors that motivate organizations lbiralustries to make outsourcing
decisions. These factors can broadly be categoragdeconomic, strategic, and
environmental factors. By means of outsourcing,anizations can gain competitive
advantage through cost reduction and improved respeness to changing business

environment and market demand.

2.3.1 Competition Increase

The increase in competition and growing awarenégbe role of logistics lead more

companies to exploit the potential of outsourcid@gnufacturers are increasingly looking
for logistics solutions to move their goods to tiast-expanding consumer markets.
Further, the trend towards consolidation in manyhef industries and the emergence of
national chains are also creating demand for outsuy (Hertzell, 2001). As

organisations redirect valuable internal skills arapabilities to high value adding

activities, the sourcing debate has moved from kdreto outsource, to what and the
quality of outsourced services. McLean (2006) ighef view that business enterprises
usually opt to go for outsourcing for the followibgnefits: Cost savings, including cost
restructuring: Businesses become successful whenate able to minimize costs, and

outsourcing provides this advantage.
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2.3.2 Outsour cing and Service Quality

By outsourcing, companies are able to tap betterpnols of expertise and gain access to
intellectual property, as well as sustainable sesirof skills. Moreover, this method

avoids the time consuming process of training et the particular services in house.
Also, by providing new service level agreementthigir contracts, enterprises are able to
make sure that the quality of the outputs or prtglig not lost. These contracts usually
contain penalties or legal redress for transgressidime related advantages: It is
possible that services are made available everyatagny time of the week. This is

achievable because the services can be done anafifflocations with time zones.

Many organisations are working towards the conogépirganisation dealing with core or

strategic activities and with individuals providiagange of supporting ancillary services
on contracted basis. These services must be pextbainthe highest standard possible so
as to meet quality requirements (Daniels, 1998)ekva company chooses to outsource
employees or certain functions, the following adeges are normally harvested as
rewards: trimmed down labor expenses, augmenteduptieity, reduced employer

liability, better employee retention and improvedj@escence with laws and regulations

(Lawrence, 2002).

When a company outsource, it can add top qualitgicktes to its employee base. The
hiring process can be overwhelming for a small \@nemedium size human resource
department, so finding employee hiring solutionssime the business can benefit the
company's overall productivity tremendously. Fimgdiautsourcing solutions that will

take over part or all of the hiring process frororoiting through hiring. Leave the hiring
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to experts in the field who can bring in well-gfi@ll candidates. With hiring left to the
experts, a company gains more time to focus onampg their business and leave the

recruitment outsourcing basics to the experts.

According to Thomas (2000), a service is any agasformance that one party can offer
to another that is essentially intangible and duostsresult in the ownership of anything.
Its production may or may not be tied to a physmalduct. Zeithamal (2004) define
service quality as a measure of how well the serlagel matches customer expectations.
An organization must be consistent in deliverin@lgy service in conformity with the
turbulence of its internal and external environmést Spreng and Mackoy (2006) noted,
the quality of a service is of significant and stgac concern, an important indicator of
customer’s satisfaction. Consequently, outsouramgt meet the minimum standards of

service quality as agreed between the client andceeprovider.

2.3.3 Effects of Globalization

Driven by globalization and rapid advance in infatian technology (IT), organizations
strive to improve competitiveness and responsivenesustomer and market demands
(Razzaque and Sheng, 1998). Outsourcing has imeghavecome an important strategy
that can significantly assist organizations to tage their skills and resources to achieve

greater competitiveness (Quinn and Hilmer, 1994tséfe 1996).
2.3.4 Technology Advancement
Regarding environmental dynamism: outsourcing rbayuseful for firms competing

with increasing levels of environmental dynamisnmgAd and Ward, 2004; Gilley et al.,
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2004b; Stonebraker and Liao, 2004). For exampleerwiew technologies emerge and
mature technologies become obsolete, outsourciables firms to switch suppliers to
exploit any cost or quality improvements that magrt be available. On the contrary, this
technology-related flexibility is not so necessary stable environments because
production and service technologies do not changerapidly. Similarly, demand
uncertainty makes outsourcing attractive becauabkoivs firms to shift much of the risk

associated with declining demand to supplier firms.

Technology of the business exerts major influermeghe internal environment and how
it is organized, managed and carried out Armstr(2@)2). The introduction of new
technology may result in considerable changes stegys and processes he notes. The
availability or the lack of technology in a firm mde the cause to outsource some

human resource functions.

2.3.5 Increased Competition

Competition is on the increase worldwide as markestcome international. Armstrong
(2002) explains that customers are demanding nonew standards are reached through
international competition. As a reaction to thisngetition organizations are becoming
customer focused, speeding up response times, smpita quality and continuous
improvement, accelerating the adoption of new teltdgy, operating more effectively
and cutting costs. He adds that the pressure f&iness is to be lean and mean, downsize

and cut off layers of management and supervision.

20



2.3.5 Outsour cing and Efficiency

In their article, strategic outsourcing Quinn anithtér, (2004) show that a company’s
resources can be leveraged through outsourcingré gore activities. This should lead
to maximization of returns on internal resources dpncentrating investments and
energies on what the enterprises does best. Wedllajged core competencies provide
formidable barriers against present and future @iitgus that seek to expand into the
company’s areas of interest, thus facilitating @notecting the strategic advantages of
market share. Outsourcing allows for full utilizati of external suppliers’ investments,
innovations and specialized professional capaddlitthat would be prohibitively

expensive or even impossible to duplicate inteynall

2.3.6 Risks Reduction

Outsourcing has also been seen to decrease risksers cycle times, lower investment
and create better responsiveness to customer Beddor, 2001). If supplier markets
were totally reliable and efficient, rational compss would outsource everything except
those special activities in which they could achkiev competitive edge i.e. their core
competencies (Quinn and Hilmer, 2004). However nsogiplier markets are imperfect
and entail some risks for both buyer and sellehwaispect to time, quality, price and so
on.Many a times, the cost of transferring knowlegeery expensive. It is also observed
that the productivity of the outsourced serviceless in the first year of the agreement,

as the company learns the process, needs, padicibe client.
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2.3.7 Cost Efficiency

Cost efficiency remains the primary explanation foutsourcing. Firms evaluate
outsourcing to determine whether current operatiogts can be reduced and if saved
resources can be reinvested in more competitivegsges. Some researchers contend
that an important source of cost reductions isoilsourcing firm's access to economies
of scale and the unique expertise that a largeoautgng vendor can deliver (Anderson
and Weitz, 1986; Roodhooft and Warlop, 1999). Siticese outsourcing contract
receivers typically serve many clients, they oféeieve lower unit costs than can any
single company. Specialist outsourcing vendors alan afford to invest more in new
technologies and innovative practices than can noargourcing contract-granting firms

(Alexander and Young, 1996).

Specialists in payroll processing, for exampl@jdslly handle this task for a number of
companies, thus spreading fixed costs and achiegogomies of scale. Such specialists
have the focus needed to identify areas that andidates for improvement and the
knowledge needed to act successfully on that awasefeconomies of skill). On the
other hand, outsourcing contract-granting firms egatly engage in several different
activities besides the core activity. By outsougcsome of these activities, they can
concentrate their resources on the core businesgich they have unique economies of
skills or knowledge. As a result, the outsourcingtcact-granting firms can reduce their

operations expense and overhead expense.
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2.4 Challenges of implementing strategic outsour cing

2.4.1 Improper or | nadequate Planning

Organizational strategies are not like cook-bookens one can follow a recipe and
expect the results to be just fine. The needs aqgdirements of every company are
different. If we apply a generic solution to aldirstry types, it is less likely that the
returns on investment will be optimal considerihgit usefulness. For example, there is
no single best strategy to implement Just In Tidi&)( They are not made to a general
specification as “one size fits all’. For exampke,line of strategic tactics initially
identified for one company may not be applicableatsecond company likewise those
that apply in profit making organizations are nlbé tones which apply in non profit

making organizations.

Changing Market Conditions: The goals of a compfeguently change with time and
market conditions. A line of tactics that were atrosn one market condition or factory
may not be valid in another. Depending on the ntatkesiness and factory (process)
conditions at a particular point in time, a line sfrategy and tactics should be
dynamically designed and introduced. Mid-courseremiions are necessary if the

assumptions about company goals and market condit® no longer valid.

2.4.2 Organizational Culture

One of the major challenges in strategy implemertappears to be more cultural and
behavioral in nature, including the impact of podegration of activities and diminished

feelings of ownership and commitment (Aaltonen dkévalko, 2002). Corboy and
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O'Corrbui (1999), meanwhile, identify the deadlgssof strategy implementation which
involve: a lack of understanding of how the strgtsgould be implemented; customers
and staff not fully appreciating the strategy; idiffties and obstacles not acknowledged,
recognized or acted upon; and ignoring the dayatyp{alisiness imperatives. Marginson,
(2002) contend that strategy implementation evoldser from a process of winning
group commitment through a coalitional form of demn-making, or as a result of
complete coalitional involvement of implementatistaff through a strong corporate

culture.

According to Adkins and Caldwell (2004), organipatal culture refers to the leadership
style of managers — how they spend their time, whay focus attention on, what
guestions they ask of employees, how they makesides; also the organizational
culture (the dominant values and beliefs, the northe conscious and unconscious
symbolic acts taken by leaders (job titles, drexies, executive dining rooms, corporate

jets, informal meetings with employees).

In Collaborative Model of strategy implementati@mrganizations have both a strong
culture and deep-rooted traditions. The challengsuccessful strategy implementation
results from lack of cultivation of strong culturalues that are essential in meeting the
changing organizational needs. The distinction betw‘thinkers” and “doers” begins to

blur but does not totally disappear (Kotter & HeatkE992).

Implementation of a new strategy starts with aneusiénding of organizational culture
and ends with a change in this culture to facditand embrace the strategy (Lund

(2003). Culture allows the adaptive behavior bg dtinganization necessary for strategy
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implementation (Mehta and Krishnan, 2004). Theual analysis allows us to identify

the subculture dynamics, and by doing this we dantify the strategy-critical elements
that need to be dealt with for a successful implaateon. Crittendens (2008) posits that
a strategy cannot be successfully implemented witbimderstanding the culture of the
organization, since the culture of the organizattmmstitutes the main opposition to
implementation. With a few minor exceptions, ofigational change means cultural

change (Heracleous, 2000).

Strong cultures promote successful strategy imphtatien while weak cultures do not
(Buul, 2010). Mehta and Krishnan (2004) argues #statng culture promote shared
belief in practices, norms and other practices iwithe organization that helps energize
everyone to do their jobs to promote successfudtegly implementation. In weak
cultures, employees have no pride in ownership akwit is sloppy and there are very
few values tempting people to form political groups#thin the organization. Such

cultures provide little or no assistance to implatrstrategy (Van Der Maas, 2008).

A significant body of research clearly indicatesatthorganizational culture, and
specifically the extent that it is aligned or ndigaed with strategy, is the single most
important factor in determining whether or not eatglgy is successfully executed and
performance goals achieved (i.e. Marks, 1999; Kdteleskett, 1992; Lee & Yu, 2004).
The link between organizational culture and acmgwustained high performance has

been proven. Culture-strategy fit assessments aniire alignment initiatives are
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important works that leaders collectively and indially need to undertake to ‘lay the

tracks’ for strategic priorities to roll-out on.

When culture aligns with strategy implementation, @ganization is able to more
efficiently operate in the global marketplace. Lign€2006) argued that culture allows
organizational leaders to work both individuallydaas teams to develop strategic
initiatives within the organization. These may udg building new partnerships and re-
establishing old ones to continue delivering thst lpwssible products and services to a

global market (Collis and Montgomery, 2004).

2.4.3 Top Management Support

Top management is essential to the effective impigation of strategic change. Top
management provides a role model for other managetse in assessing the salient
environmental variables, their relationship to ¢inganization, and the appropriateness of
the organization's response to these variablesmaagement also shapes the perceived

relationships among organization components.

The most challenging thing when implementing stptes the top management’s
commitment to the strategic direction itself. Thés undoubtedly a prerequisite for
strategy implementation. In some cases top managaysdemonstrate unwillingness to
give energy and loyalty to the implementation pssceThis demonstrable lack of
commitment becomes, at the same time, a negatigealsifor all the affected

organizational members (Rapa and Kauffman, 2005gr&l though, it is increasingly

acknowledged that the traditionally recognized pgots of inappropriate organisational
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structure and lack of top management backing aerthin inhibiting factors to effective

strategy implementation (Aaltonen and lkavalko, 200

Aaltonen and Ikavalko recognise the role of middl@nagers, arguing they are the “key
actors” “who have a pivotal role in strategic conmication” (Aaltonen and lkavalko,
2002) meanwhile Bartlett and Goshal (1996) talkutbuiddle managers as threatened
silent resistors whose role needs to change mavartts that of a “coach”, building
capabilities, providing support and guidance thtoughe encouragement of
entrepreneurial attributes. So if they are not caechto perform their roles, lower ranks
of employees will not be provided with support anddance through encouragement of

entrepreneurial attributes.

In addition to the above, another inhibitor to sssful strategy implementation that has
been receiving a considerable amount of attentsothé impact of an organization’s

existing management controls and particularly itddeting systems (Marginson, 2002).

To successfully improve the overall probability tthae strategy is implemented as
intended, senior executives must abandon the nthi@inlower-level managers have the
same perceptions of the strategy and its implertienteof its underlying rationale, and

its urgency. Instead, they must believe the exppbsite. They must not spare any effort

to persuade the employees of their ideas (Rap&anffman, 2005).

2.4.4 Capacity of Employees

One of the major factors that affect the implemeotaof strategic outsourcing is the

capacity of employees of the supplier firm i.e. ten from which the buyer is
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outsourcing services from. One of the reasons wkpyd as a country is increasing
becoming a giant in the outsourcing in the world aompeting with other countries is
because of its qualified staff. The Kenyan Labmarket is flooded with over 50,000
new graduates every year, many of whom do notémgloyment. Such a large pool of
enthusiastic, high skilled English speaking gradsigiresents huge possibilities for the
services industry, not just in call centers bubasrthe existing outsourcing spectrum and
beyond. Kenya has the potential to offer servifresn the simplest to the most
advanced outsourced processes and services maypenthking an increasingly large

proportion of the GDP over the coming years, (ReBda, 2008).

The excellent capacity of employees can be witedbeough Kencall, which is
Kenya's largest and most successful contact cemerating globally and providing call
center and Business Process Outsourcing (BPO)cesntd organisations worldwide,

(Friedman, 2007).

One of the major factors where local firms havesoutced their services is due to
capacity of employees. When an organization hasdy defined its core functions e.g
banking, it does not want to spend a lot of finahoegsources trying to build capacity of
employees who are to be engaged in the non-coretibms for example Human

Resource recruitment, cleaning services, audit,gbagecurity services etc. To develop
all these employees would require a lot in termdraihing and development and this

definitely affects the operational costs and ultehathe profitability of the firm.

Firms therefore, concentrate their resources ahitrg and developing staff that are

directly involved in the core functions e.g bankétagineers, doctors, quality inspectors
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etc. and outsource other functions like auditingcruitment of staff, payroll

administration, Information Technology and so on.

2.45 Financial Resour ces

Another major factor that tends to influence th@lementation of strategic outsourcing
is the financial resources available in an orgdampa Previous research has shown that
majority of organization are unable to implemematggic outsourcing due to costs and
also due to unavailability of resources. Lack aghcial resources leads to organizations
not being able to implement strategic outsourcifigequipments and machinery that
would be required in the production of some goaus services. If a firm cannot afford
to outsource the end product here is to abandonirtiementation of strategic

outsourcing.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter details the methodology to be employedhe study. It discusses the
research design, data collection and analysis dndtkaey are the most preferred for the

study.

3.2 Resear ch design

The research design that was used for this studyavease study due to the in-depth
investigation required for this study. A case stuslymost appropriate when detailed
analysis of a single unit of study is requiredtggovides focused and detailed insights to
phenomenon that may otherwise be unclear. Koti®9() emphasizes the importance
of a case study as a powerful form of qualitatimalgsis that involves a careful and
complete observation of a social unit, irrespectiveghe unit under study. This design
enabled the researcher to gain an in-depth unaelista of managing strategic

outsourcing at The Nairobi Hospital. Mugenda andgbhda (1999) propose the use of

case study when an in-depth understanding of awithgl institution is required.

3.3 Data Collection

Primary data was collected using an interview guidach was administered to 10
Managers, both senior and middle levels, at ThedWaiHospital. An interview guide

was used as it enables oral administration of gquestin a face-to-face encounter
therefore allowing collection of in depth data. §imvolved in-depth discussion through

individual meetings with the senior managers. Wilnstructured questions, a
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respondent’s response may give an insight to hainfgs, background, hidden
motivation, interests and decisions and give ashmuoformation as possible without

holding back (Copper and Schindler, 2006).

3.4 Data Analysis

The qualitative data collected was analyzed usorgent analysis technique. According
to Mugenda and Mugenda (2003) the main purposeoofeat analysis is to study the
existing information in order to determine factdhst explain a specific phenomenon.
According to Kothari (2000), content analysis useset of categorization for making

valid and replicable inferences from data to ticemtext.

The responses from different respondents were cerdpand summarized according to
the objectives of the study. Content analysis kasbiest method of analyzing the open-
ended questions because of its flexibility and vedlofor objective, systematic and

guantitative description of the content of commatiam (Cooper and Schindler, 2006).
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CHAPTER FOUR: DATA ANALYSIS, RESULTSAND DISCUSSION

4.1 Introduction

This chapter presents data analysis, results asausBions of the study findings. The
objective of the study was to assess the implertientaf outsourcing strategy at The
Nairobi Hospital. An interview guide was used tollect data from ten top level

managers which included three senior and sevenlenieidels at The Nairobi Hospital.

4.2 The practice of outsourcing at The Nairobi Hospital.

The study examined the practice of outsourcinghet Nairobi Hospital. The respondents
were asked whether they understood outsourcing thedstudy established that the
respondents were aware of the practices of outsmurdhe respondents generally
understood outsourcing as the transfer of a hdspitéivity or function to a local or

foreign third party service provider. The resporidestated that The Nairobi Hospital
Hospitals has been outsourcing services for moam th decade. The study further
established that decision to outsource is typicadlyeloped at senior levels of corporate
management at The Nairobi Hospital and is usuabigtemplated as part of a larger

strategic initiative.

4.2.1 Services outsour ced at the Nairobi Hospital

The Nairobi Hospital Hospital commonly outsourceteaning services,security
services,gardening services,transport servicealiason, operation and maintenance of

information and communication technology servicelygry and distribution
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services,human resources services, procurementagrfinance and accounting services

(particularly external auditors), building and ctiastion services and Legal services.

4.3 Policies governing outsour cing at The Nairobi Hospital

The study established that the at The Nairobi Hakmbserve the following best
practices when outsourcing services: (i) The outsng department should choose an
outsourcing partner carefully, and conduct a rigsrmterview process to find the right
partner; (ii) the outsourcing department shouldatzea two-way dialogue with the
outsourcing firm so collaboration becomes a mut@dl; (ii) a mentor should be
appointed within the hospital or health system torkwexclusively with outsourcing
firms; (iv) the hospital insist on continuity witm outsourcing provider; (v) outsourcing
department should weigh the value of a long-termsaurcing contract versus a short-

term one.

Moreover, the outsourcing department at the Naitddspital should: (vi) establish the
necessary data, analytics and key performanceatadic to find out if the outsourcing
firm is saving money while also maintaining a pesitenvironment for physicians,
nurses and other staff; (vii) determine how thesoutcing vendor can create system
wide efficiencies through centralized purchasinggnsolidation of vendors and
standardization of maintenance practices; (viiylfout where big cost improvements can
be made, such as volume purchasing, energy sawnggment maintenance and labor
control without layoffs; (ix) look beyond cost sags to see where outsourcing firms can
help with patient safety, patient satisfaction anther areas and (x) demand
accountability.
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4.4 Factorsthat determine servicesto be outsourced at The Nairobi
Hospital

The study established the factors that Nairobi ltakponsider when deterring services
to be outsourced. The factors include the needetluage and control operating cost,
improve the focus of the hospital, gain accessdddiclass capability, free resources for
other purposes, when resources are not availatdenally, to accelerate re-engineering

benefits, to efficiently provide functions that amo complex to manage and to share

risks.

4.5 Factorsthat determine the choice of company from which services

are outsourced

The study established the factors that determieectivice of company from whom
Nairobi Hospital outsource services. The factorsclude: pricing, flexibility,
communication, availability of staff resources,iabllity, and stability of the vendor.
Price will always remain the primary motivation fmutsourcing and it is important to get
the best price the hospital possibly can. The halsgetermines if the prospective vendor
is rigid or flexible in their approach. The venduust be flexible enough to understand
concerns from the hospital and act accordingly. Vaedor from whom the hospital
outsource services must be able to clearly undedstdnat is required, should be able to
promptly reply to any queries and must be competaough to ask for information in

clear terms so as to avoid any delay in the detisiaking process.

34



Nairobi Hospital insist that vendor must have sudintly qualified and experienced staff
who are competent enough to carry out your dayatpaperations of outsourced services
smoothly and efficiently. The vendor must be rdkalby having infrastructure
safeguards, backups against downtime and adegadtegilability. Last but not least,
Nairobi Hospital looks at the stability of the vemdhrough a past record check which
helps establish the trust necessary for a workiggtionship and an assurance the

hospital has made the right decision to go aheddmm the contract.

4.6 The Role of Organizational Culturein Outsourcing at The Nairobi
Hospital

The study sought to establish the role of orgammat culture in Outsourcing at Nairobi
Hospital. The study established organizational uraltinfluences the Outsourcing at
Nairobi Hospital. The organizational culture affe¢he relationship between different
stakeholders within the hospital and the relatignbletween the hospital and the vendors

to whom services are outsources.

In regard to internal effects of organization crdtwn outsourcing at Nairobi Hospital,

the study established that when stakeholders hifEteht opinions regarding the need to
outsource specific services, resistance arisesirwitte decision making organs in the
hospital. Generally disagreements between officetse procurement department and/or
board of directors considered are a restraint eretficiency of outsourcing process. The
relationship between the hospital and the serviogiger is an extreme important factor

which influences the success of failure of the oultsing arrangement.
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The study established that organizational cultufect the relationship between the
hospital and the service provider, The respondsiated that organization culture affects
trust between the hospital and the vendor, cooperatith the vendor, ease of
communication with the vendor and the commitmentvdlingness of the hospital to

outsource its services to vendor.

Cultural compatibility between the hospital and seevice provider is also another area
through which organizational culture affect outsimg. The study establishes that

outsourcing is effectively managed if the servioaver has a background experience in
medical matters. Greater cultural compatibilityiso achieved when the hospital and the
service provider has related beliefs, values, biehsvgoals and policies. If the hospital

and the service provider have discordant orgamimati culture the probability of

difficulties or barriers in the relationship is hig

4.7 The benefits of Outsourcing at The Nairobi Hospital

The study established that Outsourcing brings abmunof benefits at the Nairobi
Hospital. Outsourcing enhances the level of eixgedt the hospital. Most of the times,
tasks are outsourced to vendors who specializénennmedical field. The outsourced
vendors also have specific equipment and techmixpértise, most of the times better
than the ones at the hospital. Effectively the $askn be completed faster and with better

quality output.

Outsourcing enables the hospital to concentrate dbwe process rather than the
supporting ones. Outsourcing the supporting prasegives the hospital more time to

strengthen their core organizational process. @utsny those activities will allow
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refocusing on those organizational activities #ratimportant without sacrificing quality

or service in the back-office.

Outsourcing enables risk-sharing. Outsourcing wericomponents of organizational
process helps the hospital to shift certain respdites to the outsourced vendor. Since

the outsourced vendor is a specialist, they plamis&-mitigating factors better.

Outsourcing reduced operational and recruitmentscas the hospital. Outsourcing
eludes the need to hire individuals in-house; heaceuitment and operational costs can
be minimized to a great extent. This is one ofghme advantages of outsourcing at the

Nairobi Hospital.

Other benefits of outsourcing include: increasditieficy, increased reach by providing
access to world class capabilities that might atiss not be affordable and an improved

focus on core organizational activities.

4.8 Drawbacks to Outsourcing at The Nairobi Hospital

The study investigated and established the follgnghallenges of outsourcing at the

Nairobi Hospital:

Outsourcing increases the risk of exposing confidéndata. When the hospital
outsources important services such as recruitmedt iaformation communication

technology, it involves a risk if exposing confidi@h company information to a third-

party.

Outsourcing brings the challenge of synchronizimg deliverables. In case the hospital

do not choose a right partner for outsourcing, sofrthe common problem areas include
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stretched delivery time frames, sub-standard quabiutput and inappropriate
categorization of responsibilities. At times itaasier to regulate these factors inside the

hospital rather than with an outsourced partner.

Outsourcing may lead to lack of client focus. Thedg found out that an outsourced
vendor may be catering to the expertise needetiarotitsourced services while at the

same time forget to adhere to delicate procedurbamndling medical clients.

Other drawbacks include loss of medical knowledgeutsourcing is always done to
vendors who lack medical knowledge, vendor failiareleliver all deliverables, vendors

failure to comply with Government Regulation govegihealth sector.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 introduction

This chapter presents summary conclusion and reesdations of the study whose
main objective was to assess the implementatiooutfourcing strategy at The Nairobi

Hospital.

5.2 Summary

The study established that The Nairobi Hospital pitats has been outsourcing services
for more than a decade. The decision to outsousrtgpically developed at senior levels
of corporate management at The Nairobi Hospitaliangually contemplated as part of a
larger strategic initiative. The Nairobi Hospitabnamonly outsource: installation,
operation and maintenance of information and comeation technology services;
delivery and distribution services; human resousmEyices; procurement services; and
finance and accounting services (particularly exdkauditors); building and construction

services; Legal services.

The study established that the at The Nairobi Hakmbserve the following best
practices when outsourcing services: (i) The outsng department should choose an
outsourcing partner carefully, and conduct a rigsrmterview process to find the right
partner; (ii) the outsourcing department shouldaea two-way dialogue with the
outsourcing firm so collaboration becomes a mut@dl; (ii) a mentor should be

appointed within the hospital or health system torkwexclusively with outsourcing

39



firms; (iv) the hospital insist on continuity wiem outsourcing provider; (v) outsourcing
department should weigh the value of a long-termsaurcing contract versus a short-

term one.

Moreover, the outsourcing department at The Naikispital should: (vi) establish the
necessary data, analytics and key performanceatadic to find out if the outsourcing
firm is saving money while also maintaining a pesitenvironment for physicians,
nurses and other staff; (vii) determine how thesoutcing vendor can create system
wide efficiencies through centralized purchasinggnsolidation of vendors and
standardization of maintenance practices; (viiglfout where big cost improvements can
be made, such as volume purchasing, energy sawnggment maintenance and labor
control without layoffs; (ix) look beyond cost sags to see where outsourcing firms can
help with patient safety, patient satisfaction anther areas and (x) demand

accountability.

The study established the factors The Nairobi Habponsider when deterring services
to be outsourced. The factors include the needetluage and control operating cost,
improve the focus of the hospital, gain accessddadiclass capability, free resources for
other purposes, when resources are not availatdenally, to accelerate re-engineering
benefits, to efficiently provide functions that awo complex to manage and to share

risks.

The study established the factors that determiaecktivice of company from whom The
Nairobi Hospital outsource services. The factamslude: pricing, flexibility,

communication, availability of staff resources,iabllity, and stability of the vendor.
40



Price will always remain the primary motivation fautsourcing and it is important to get
the best price the hospital possibly can. The halsgetermines if the prospective vendor
is rigid or flexible in their approach. The venduaust be flexible enough to understand
concerns from the hospital and act accordingly. Vaedor from whom the hospital
outsource services must be able to clearly undetstdnat is required, should be able to
promptly reply to any queries and must be competaough to ask for information in

clear terms so as to avoid any delay in the detisiaking process.

The Nairobi Hospital insist that vendor must hauéficiently qualified and experienced
staff who are competent enough to carry out yoyrtdaday operations of outsourced
services smoothly and efficiently. The vendor mstreliable by having infrastructure
safeguards, backups against downtime and adegadft@wilability. Last but not least,
The Nairobi Hospital looks at the stability of thendor through a past record check
which helps establish the trust necessary for &wgrrelationship and an assurance the

hospital has made the right decision to go aheddsam the contract.

The study established organizational culture infags the Outsourcing at The Nairobi
Hospital. The organizational culture affects thelatrenship between different
stakeholders within the hospital and the relatignbletween the hospital and the vendors

to whom services are outsources.

In regard to internal effects of organization crédtuon outsourcing at The Nairobi
Hospital, the study established that when stakesltiold different opinions regarding
the need to outsource specific services, resistamses within the decision making

organs in the hospital. Generally disagreementsvdest officers in the procurement
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department and/or board of directors consideredaarestraint on the efficiency of
outsourcing process. The relationship between tispital and the service provider is an
extreme important factor which influences the sascef failure of the outsourcing

arrangement.

The study established that organizational cultufect the relationship between the
hospital and the service provider. The respondstiated that organization culture affects
trust between the hospital and the vendor, cooperatith the vendor, ease of
communication with the vendor and the commitmenivdlingness of the hospital to

outsource its services to vendor.

Cultural compatibility between the hospital and saevice provider is also another area
through which organizational culture affect outsmg. The study establishes that

outsourcing is effectively managed if the servicevpler has a background experience in
medical matters. Greater cultural compatibilityaiso achieved when the hospital and the
service provider has related beliefs, values, biensvgoals and policies. If the hospital

and the service provider have discordant orgamizati culture the probability of

difficulties or barriers in the relationship is hig

The study established that Outsourcing brings abmunof benefits at the Nairobi
Hospital. Outsourcing enhances the level of exgedt the hospital. Most of the times,
tasks are outsourced to vendors who specializénennmedical field. The outsourced
vendors also have specific equipment and techmixpértise, most of the times better
than the ones at the hospital. Effectively the $askn be completed faster and with better

quality output.
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Outsourcing enables the hospital to concentrate dtwe process rather than the
supporting ones. Outsourcing the supporting prasegsves the hospital more time to
strengthen their core organizational process. @utsny those activities will allow
refocusing on those organizational activities #ratimportant without sacrificing quality
or service in the back-office. Outsourcing enahlis&-sharing. Outsourcing various
components of organizational process helps theitab$p shift certain responsibilities to
the outsourced vendor. Since the outsourced veisdarspecialist, they plan for risk-
mitigating factors better. Outsourcing reduced apenal and recruitment costs at the
hospital. Outsourcing eludes the need to hire iddials in-house; hence recruitment and
operational costs can be minimized to a great €xTdms is one of the prime advantages
of outsourcing at the Nairobi Hospital. Other bésebdf outsourcing include: increased
efficiency, increased reach by providing accessvtold class capabilities that might

otherwise not be affordable and an improved focusare organizational activities.

The study investigated and established the follgwghallenges of outsourcing at The
Nairobi Hospital: Outsourcing increases the riskxposing confidential data. When the
hospital outsources important services such as uitemnt and information

communication technology, it involves a risk if esmng confidential company

information to a third-party. Outsourcing bringsetlchallenge of synchronizing the
deliverables. In case the hospital do not choosgha partner for outsourcing, some of
the common problem areas include stretched delitierg frames, sub-standard quality
output and inappropriate categorization of resgulises. At times it is easier to regulate
these factors inside the hospita rather than witlo@tsourced partner. Outsourcing may

lead to lack of client focus. The study found olattan outsourced vendor may be
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catering to the expertise needed in the outsowseedces while at the same time forget
to adhere to delicate procedures in handling meédients. Other drawbacks include
loss of medical knowledge if outsourcing is alwalgme to vendors who lack medical
knowledge, vendor failure to deliver all delivera®l vendors’ failure to comply with

Government Regulation governing health sector.

5.3 Conclusion

The study concludes that The Nairobi Hospital heenlbeffective in the formulation of an
outsourcing strategy. The outsourcing strategyalithe hospital to outsource services
related to: installation, operation and maintenaaténformation and communication
technology services, delivery and distribution, lammesources, procurement, financial

audit, building and construction services and LegaVices.

The outsourcing strategy at The Nairobi Hospital#es the organization to conduct a
rigorous interview process to find the right seevirovider, establish if the outsourcing
firm is maintaining a positive environment all haap staff, determine how the
outsourcing vendor can create system wide efficgscfind out where big cost
improvements can be made, identify where outsogréinms can help with patient
safety, patient satisfaction and other areas armdhrexe accountability of the service
provider. The outsourcing strategy at the hospuavides criteria for selection of
services to be outsourced. The selection critemtailethe need to reduce and control
operating cost, improve the focus of the hospitald gain access to world class

capability. The outsourcing strategy also stipuatensiderations such as flexibility,
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communication, availability of staff resources,iability, and stability of the service

provider.

The study concludes that the organizational cultpl@y an important role in the
implementation of outsourcing strategy at The Naiddospital. Organizational culture
affects the relationship between different stakedéd within the hospital and the
relationship between the hospital and the vendorghiom services are outsources. The
study established that relationship between theitedsand the service provider is an
extreme important factor which influences the sascef failure of the outsourcing
arrangement. Cultural compatibility between thepta$ and the service provider also

determine the successes outsourcing strategy atainebi Hospital.

The study concludes that the outsourcing stratétjyeaNairobi Hospital has a number of
benefits which improves the organizational perfaroea The benefits include: the
enhanced level of expertise at the hospital, imgdosoncentration of the hospital to the
core process rather than the supporting ones vdreloutsourced, risk-sharing, reduced
operational and recruitment costs at the hospital mcreased efficiency in service
delivery. However, the benefits of the outsourcsttategy has to be counter checked
against drawbacks such as the risk of exposingdemtial data, minimized client focus

in service delivery by outsourced firm.
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5.4 Recommendations

5.4.1 Recommendationsfor policy and practice

The study recommends that implementation of outsogr strategy at the Nairobi

Hospital can be enhanced by:

Ensuring that the outsourced service provider fesusore on the satisfaction of clients.
The hospital should ensure that service providessfg the need of clients by
formulating a client approach plan and insist tasource provider remains committed

to the plan.

Providing clear criterion for measuring the outcenwoé the outsourcing process. The
hospital should ensure that methodology existsl&ermination of whether the expected

results have been realized in the process of ordsmu

Formulating guidelines which ensures that outsoigreinhances the growth objectives in
the hospital. The hospital should be able to lmgkear isolation of services that need to
be outsourced as a part of wider growth stratetyys Will ensure that the hospital does
not incur unnecessary cost in outsourcing serwdeish could be effectively provided

from within the organization

5.4.2 Recommendations for further research

The study recommends further study on the key sscder implementation of
outsourcing strategy in the Kenyan public healtttae The study will provide a sector-

wide evaluation of measure that can enhance ouisguof medical services.
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APPENDIX: INTERVIEW GUIDE
. What is your understanding of outsourcing?

. What are the various outsourced services at theobiatospital?

. Are the outsourced services essential or non-aassatvices?

. For how long has the Hospital outsourced thesacs=v

. Does the hospital have policies governing the autsal services?

. How effective has implementation of outsourcingatggy beenin this

organization?

. What are the factors that determine services toolsourced in this

organization?
. Who are responsible of strategic management prageks organization?

. How does the organizational -culture affect outsimgrc strategy

implementation in the organization?

10.Which specific issues about organization culturesep@ challenge in

outsourcing strategy implementation at The Naitobspital?

11.How does the organization deal with challengesrgépoizational culture in

outsourcing strategy implementation at The Nairdbspital?

12.What are the policies in place that ensure co-atthn of activities across

functions in this organization?

13. Suggest the possible measure that could also Henmepted to counter the

challenges of outsourcing strategy implementatian The Nairobi

Hospital?

14.What are the benefits and risks of outsourcindnéoHospital?
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15.Has outsourcing affected the quality of Health@aven to the patients?
16.How are the vendors of the outsourced servicesssdand evaluated

17.Has outsourcing of the services been a succebs atairobi Hospital?
18.What do you think is the future of outsourcingta Nairobi Hospital?
19.Would you recommend the management to continueordsg?

20.Would you recommend outsourcing to other Hospitals
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