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B TRA T 

The purpose of this tud\ "h t\ of'l)ld : to establish whether KPLC has achieved 

improvement in p ·rf H llhlll • b outsourcing line construction and; determine the 

chnllt:n 'L': • p ·1 i ·n · ·i.l ~ th firm in outsourcing this particular activity. The study was 

in!'onm·d t) th ru t that u ourcing line construction was a new phenomenon in the 

cm:rgy ·eel r and it \\a important to study whether there are improvements and 

challenge a ciated with outsourcing of this activity in the electrical energy subsector. 

teworth). energy consumption and economic growth are interrelated ( tern, 2003). 

In order to study " hether KPLC had achieved improvement in performance two null 

H potheses were tested: ull hypothesis Ho: There is no difference in completion time 

betv een KPLC staff and the service providers and alternative I Iypothesis 11 1: ervice 

providers , ork faster than KPLC. The second null hypothesis Ho: There i no difference 

in co t when line con truction is done in house or by ervice provider while the 

alternative hypothe i H:! : ervice pro ider are cheaper for line c n truction. The 

hyp th e were t ted u ing a one tailed t-te t at 0.05 le\ cl of ·ignifi ance, lor th 

at gorie ofjob cle ted. n the e ond obj tive nin informant ' ere interviewed t 

d t m1im.: n out ur ing of lin c n tru tion. 

1l1 findin ate 'Oric of job h, d n.! 'i tcrcd ignifi ant han 'c 

b Ut mpk:tion tim thcr wus nc i 'nifi Hll 

pt r j h m h in 

n in ur 
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test showed that there is no diffl ren e in n 'rn 1 C mpletion time between KPLC staff 

and service provider in lin !\I so on costs, there is no cost difference 

between work don· in h llt Ill l ' h~n it is outsourced. Thus, the t-test failed to reject 

null hypoth ·s · ·. 

Thl: study rurth ·r c ta li ·hed that many challenges and risks exist in outsourcing line 

construction. llen e. PL management has to make bold decision on service providers 

t pro\ ide qualit. en ice in line construction. In order to attain required short completion 

time and optimum cost of doing the work, the study recommends that the management 

hould put more effort in supervision of outsourced service providers involved in line 

con truction. 
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CH PT RO : INTRODUCTION 

1.1 Background of th tnd) 

In today's busiuc ·;; 'II\ i11llllll ·nt th survival and sustainability of any firm as well as its 

nbility ttl l'~lntun1 • b ·1n mpct1tivc lies on its game plan of increasing income, cost 

n:du~.:tion und hu\ ing aggre i e organizational strategy. The strategy is normally adopted 

nllcr thorough e aluation of alternatives by the firm 's management and best choice is 

made 'Uitable for the business objectives; to focus on markets, customers and the 

a ailable carce resources (Thompson and Strickland, 1993). Whichever the tratcgy a 

firm opts to pursue, it must re-orient it to its operations, goals and objectives especially if 

its mission is critical to attain innovation, growth and lead advantage in fast changing 

business en ironment. 

One of the strategies often adopted by firms globally is outsourcing of some of the 

internal acti ities to out ide providers. This trategy allows a firm to leverage on third 

part) erv i e pro ider and it e perti e in the field to perform what the out our er 

con id~r non ore. omplication an \\hen an acti ity ' hich top management f the 

firm on idcr noncore i icwed by emplo)CC · a c r~. ut our ing u h acti it i 

like!) to b 'ie\\ed n uati\ely b. mployc and rna · lead to di . ati fa tion. 

1.1 Out ur ang 

of th k y op tc th t t rt d in I n 1) ml in carl · 1 lh 

in m n) indu tri in 1 nd 1 i 11. 'ithcm tfl nt 

in u tri 



Chase, Jacobs, Aquilano and gam I (-007) d fin out ourcing as moving some of the 

firm 's internal activitic. nd d 1 i 'n r~.::sJ on.·ibi litic· to an outside provider. Additionally, 

Greaver ( 1999) d •fin ·s uts ut in' ,\ th a tor transferring some of the organization's 

rccurrin' int ·nt tl 1 ·ti\ tti • nd d i ion· rights to an outside provider as set in the 

contruct. Whil · n rmally think of outsourcing as the common buying and 

contrm:ting. it g ond that because sometimes the activities and resources that make 

th~m occur are tran ferred to the service provider. These resources may include people, 

equipment . technology and other associated equipments. In supply chain management, 

out ourcing can be defined as a management strategy by which major non-core functions 

are transferred to specialists, efficient, external providers (Lysons, Kenneth & Farrington, 

2006). 

In international business practice, it is common to have a manufacturer out ourcing to 

other companies to manufacture parts of the machine in different part of the world. An 

. ample i the consumer electronics market, where companie uch a ell, Mot rola 

and Phillip are buying omplete de ign of ome digital de ice from ian de eloper , 

modif)ing them to th ir own pecification and ju t adding th ir brand nam b~;fore 

\!llin' th m (Pear · Robin on. 2009). ut our ing. hence, cnabl bu ·incs 

rnp, nic to f u on a ti iti th:lt rcprc nt it rc c mpctcn allowin._' )mpanics 

mp titi\ c adv, nta •c ' hilc rcducin' o t ha c ct al 2 07) omc of th 

[I r ut ~ ur in c rdin to Pear c nd Robin nrc· o t 

r 

nun it pr id . It i th ir th t th t i 

rn 



Corbertt ( 1999) avers that an indu tr n b able to meet her market demand at 

reasonable price by out ur in . lhu~ l utsout"in 1 wa introduced to help firms practice 

economy of scale, but >n th · ntr.lr it has cf'f'cctcd economy's growth of nations with 

increusl'd llll ·tnpll'l Ill ·nt "hi h i a challenge to this practice. Outsourcing can be 

umkrttk ·n t, , tr 111 d rcc , ranging from total outsourcing to selective (partial) 

outsomcing. rotul ut urcing may involve dismantling entire departments or divisions 

und tmn ·(erring the emplo ees, facilities, equipment, and complete responsibility for a 

product or function to an outside vendor. In contrast, selective outsourcing may target a 

ingle. time-consuming task within a department, such as preparing the payroll or 

manufacturing a minor component, which can be handled more efficiently by an outside 

specialist (Bov en, 2005). 

The decision to outsource or not, may be arrived at by analyzing the activities to be 

out ourced using three distinct criteria: whether they are trategic; critical to the 

operation of the organization or; can be performed le e pen i ely by a third party. 

Before carr •ing out out our ing, firm normall carr ut ri k benefit anal on th 

a tivit) (. ang, 20 I 0). Tr adway (2002) a rt that utilitie can r due t b 

ontr ting \\ ith low provider : paying att ntion t ''hat utilitic d c · best b 

In 

h 1r u iti 

on.: ompctcn i . I h: furth r idcntifi~.: r~.: on for outsc urcing as 

pit I im c tmcnt and nlar 'in, apa ity b) havin' I r 'c number )(' ervi e 

n lr 

Ill t th 
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1.1.2 Electrical Energy ub ector in nyn 

Energy is an essential fa t r f pr' lu ' I i )11 nnd its total consumption is an indicator of 

economic growth in t •t\ ·n · · n m (.'t rn , 200 ). In Kenya, the sector can be divided 

into three (;It( ·g(Hi . ._ 111111 ·h I ·trolcum (oil and gas), Renewable energy (solar, bio fuels, 

wind) und 1:1 · ·tn ·ul ·n ·r J •• "ith the latter dealing mainly with generation, transmission 

nnd di ·tributi n f electrical energy. ·lectricity is a secondary source of energy generated 

l'rom c n -umpti n of primar energy sources (Ministry of Energy, 20 II). The electrical 

energy i \ery \er atile in its application and therefore very crucial to economic growth 

of a societ . ccording to the Ministry of Energy's (20 12) national energy policy, access 

to electricit is associated with rising or high quality of life and its growth is highly 

monitored. In terms of overall Kenya's energy mix, renewable energy accounts for 69%, 

petroleum stands at 22% while electricity is 9% (Ministry of Energy, 20 II). 

The Ken a Vision 2030 identified energy as one of the infra tructure enabler of it 

social economic pillar. ustainable, affordable and reliable energy for all citizen a key 

factor in r alization of the i ion. According to 'i ion 2030, the generati n of le trical 

energy i exp ted to be appro. imat ly 15,026M\J 

I 194 IW availabl m 2011. a gro\\th of 1.25 %. 

in 20 0 again t a apa it f 

imilarly, 70% of the Ken an' 

t~.:d to bt.: onn ted to el tncity during th an'lt.: peri d ( 1ini tr 

th rnp ni in ub ith r mi-' 'crnm nt m n d 

b) 1ini lr. 

th in II it 



referred to as Independent Po" er Pr du cr- '- IPP ). Kenya Electricity Generating 

Company (KcnGcn) provid 74°1l )fth~o. install 'd capacity. 

The Ministry of l'n ·r ,, ( ... )II (1Utlin 's Parastatals in the energy sector dealing with 

ch.:ctricity us Kt·ny 1 P 1\\ ·r :md Lighting (KPL '), Kenya Electricity Generating Company 

(K~.:n(rl:n). K~n~ a Encrg) Tran mission Company (KETRACO), Energy Regulatory 

ommi · ·i n (ER ). Rural Electrification Authority (REA) and Geothermal Development 

ooperation (GDC). It is important to note that only KPLC and KenGen have public 

hare holding of 49.1% and 30% respectively while the rest KETRACO, ERC, REA and 

GDC are wholly owned by the government of Kenya. This requires that outsourcing in 

this sector be subjected to Public Procurement Act as required by the Government of 

Kenya. These companies have different operation mandates, with KPLC specifically 

given the responsibility of transmission distribution and retailing of electrical energy in 

the whole country. 

1.1.3 Kenya Power and Lighting Company 

KPLC i one of the Para tatal under the Mini try of ·nergy. The compan ha been in 

exi tcnce for over · vent ) ear . It wa fir t incorporated a Ea t A fri a Pm cr and 

Lightin ompany before the ollap e f th' then (·a l frica ommunity 111 1978. 

r. it changed to Kenya Po\\er and Light in' ompan until July _ II "hen it 

' nded to ·Kcn)n Po\\er' . KPL ha ppr . irnatcly s·oo permanent employees 

untr ith 22 mcnt t II hilc the r t trc in union 

nnu I 11 p rt 0 I - 0 II . 



KPLC 2002 - 2003 annual rep rt r~.:Hnl' thnt th number of households connected to 

electricity stood at 770,000 in - ~ r~pr~.:s ntin) lcs ' than I% of the Kenyan population. 

It is with this in mind tlMt th · ' rnm nt introduced a policy requiring the company to 

connect appro ·i1n11 ·I) hou chold · per year within a period of five years. This 

poli ·y 'viii b · r ,, i ., d in line with the vision 2030 (performance contract between 

KPI ' 1ard r direct r and overnment of Kenya 2009- 20 11). It is important to note 

that th ~nerg) ector i identified as one of the key drivers of the vision 2030 and 

development in this area is keenly watched by all the stakeholders. 

In order for the company to stay afloat and be ready for competition it had to adopt 

different strategies. One ofthe operation strategies adopted by KPLC was the outsourcing 

of line construction. Outsourcing of line construction can be used as a way of expanding 

capacity and improved services to customers. 

The K n a PO\ er and Lighting Company has all a long been carrying engineering 

de ign, con truction, net\ ork maintenance and operation u ing her own internal 

re ourc . Thi ha been cau ing dela 10\ implementation and riou cu t mer 

omplaint . The compan ' or a ti it f\. icc pro i ·ion of le tri it through the 

di tribution of cl tri al n twork . iv n th on tru tion of lin · i a core acti ity in 

li tribution of ele tri <I cncrg) and it i p ibl ~ r b th management and union in 

r lu tant in out our in ' uch n ti\ it). 

ti n I Bu u th t th~.: encr d mand 

r t m t 

th rnm nt p li nn tin r nnum n th in 



energy demand without incr a ing fi · d t, the company had to outsource some of its 

main activities like sur , d si '11 n i onstruction of electricity lines. The construction 

of lines was don un I r outsourcing agreement: where KPLC (the 

outsour(;cr), provil.l· th · m t ·rial required for line construction while the service 

providt:r (t:lllllt ·t r u lie the Line construction to the construction site as one unit. 

The ·en i ·~: pn\ tder i · therefore paid for transportation of materials to the site and labour 

f r line c n ·truction. The ervice providers who cater for line construction are normally 

referred to a L and T contractors within the KPLC circles. The work of KPLC staff 

under this arrangement is to identify the contractor, issue the work, prepare bills of 

quantities, inspect the job and ensure it is done to the required standards. 

Outsourcing of line construction m KPLC mmors chase strategy where the service 

pro ider is engaged only when there is demand (Chase et al, 2007). There are several 

out ourced ervices in KPLC as a company (Appendix 2). Hence, this study proposed to 

focus on out ourcing of line construction in KPL which was unique a the contractor 

provid d both labour (workforce) and tran port a a unit. Be ides, the company operate 

a mon p ly in tran mi ion, di tribution and retailing of el ctrical energy. 

1.2 R arch Problem 

an opc.!ration tratc.!g ·. ha be orne cr · p pular' ith ompanie , firm's 

dir int rn kill and p bilitics to hi 1h value addin' a ti iti s 

th t utiliti h 

7 

on third p ny \.:!'\ i pr )\ idet and it 

n 

n pti n ut t Ill 

l i\ it i . 

thdt 



activities as profit margin g t thinn r in a challenging business environment. 
Outsourcing docs not com witht ut 'hall n )l:S (Welborn & Kasten, 2006). McCray and 

lark ( \999) argu, tlnt I ·k { r I linition and under tanding is a significant root cause of 
probkrns in ~l\1\ · lllt ·in, \\Ill ( 199 ) further supports the argument that as firms 
oulsourl:l: th ·ir u ·th iti · the number of partners in the cycle increases and the task of 
choosing tht! 't!f\ ice provider becomes complex as each firm has different expectations 
and capabilitie . Hence. as firms outsource they should expect the difference between 
what need to get done and what actually does get done (Welborn & Kasten, 2006). 

The Kenya Government Vision 2030 envisaged the country to become middle income 
economy by 2030 and energy subsector is one of the key enablers of this vision (Ministry 
of Energy, 2012). Noteworthy, Energy and economic growth are interrelated (Stern, 
2003). KPLC is directly involved in realization of this vision as it is currently mandated 
to distribute and retail electrical energy in Kenya. ln order for KPLC to survive as a 
com pan) in competitive market and meet the vision 2030, it had to outsource some of her 
function . ne of the functions it has out ourced is that of line construction. KPL took 
thi deci ion in order to increa e capacity and impro e work quality. These intentions 
m y not be achi ed if both partie in the contract are not prepared to work together. 

rdin to th _o - 2009 intcmal audit report on\ 20% f the job d n b 
re to th n.:quir d standard a demanded b the compan · again ·t c pect d 

hi b th qu ti n \hcthcr outs ur in' of line 

r th m tim tht: 1 mhkm l c urs "hen th n~o:\ 
1\ l 

h\i7 d b l\ 1.:1.:1'\ th 



company employees and the r. t pr id "'r (M ray & Clark, 1999). The workers 

. 
union KETA WU has ah\a) s r ::-.~.: l outsourcing of line construction arguing that 

outsiders were taking th ·ir j 1l . hnlh •rmon.:, the union argues that the service providers 

utsour ·ing a· a tactice has existed for a long time although research in line 

con ·truction ha been limited. Previous research in the area of outsourcing was done by 

Kamuri (-0 l 0) focu ing on outsourcing strategy at KNI I, and the study found out that 

ecurit \ as the most preferred activity to be outsourced at KN ll. Kamau (20 1 0) studied 

employee perception of the outsourcing strategy at KPLC; the study found out that the 

KPLC employees did not trust work done by service providers. Maina (2009) researched 

on Outsourcing of Services in Mobile Phones and Kathuni (2009) studied Call Centre 

Outsourcing and found out that cost reduction was the aim of outsourcing. Muiruri (2008) 

study, as mainly on supply chain management while Barako and Gatere (2008) focu ed 

on outsourcing of automatic Teller Machines (A TM) by banks in Kenya. None of the e 

tudie focu ed on out ourcing of line con truction in the electrical ub e tor with 

objecti\'e of finding the challenge . Thi tud) ought to fill the gap by e aluating 

a hiev mcnt and hall nge of out ·ourcing line con tru tion. with primar [! u on th 

cle tri al energy ub c tor \\hich i ru ial to a dcvcl ping onom . 

·r h u y im~.:d to KPL hi~v~.:d impro\'cm~.:nt in 

r ult of ut ur~in lin 

ult ut ur in 



1.3 Objectives of the Study 

The objectives of the stud "cr~: 

1. To establish' 'h ·thl'l }\.PI 'hus achieved improvement in performance as a result 

or outsoun:ing lin> 

11. To dt!t~rmine challenge experienced by KPLC in outsourcing line construction. 

1.4 Value of the tudy 

The stud has made practical contribution by assisting KPLC to understand and 

appreciate gains in performance improvement as a result of outsourcing line construction. 

The study provides an insight to KPLC management on areas of improvement on the 

outsourcing of line construction. The study can also be used by other organizations in the 

electrical energy sub sector in analysing the performance of outsourcing line 

construction. 

Theoretically the findings contribute to the body of knowledge on out ourcing a 

operation trategy e pecially on outsourcing line construction. The re earch ha also 

created an opportunit for further de elopment and re ear h in the field of cle trical 

energy ·ector ut ourcing. 

'I he finding can be u cd by the cncrg) c tor regulator for policy formulation .md 

rd ; given that out ourcing in thi ector i 1 rc ent con cpt in Keny . 'I h~.: tuu . 

n u d to t bli h I n term f out ur in of lin C( n tru tion lf1 th~.: 

ti n in th 



CHAPTER T 0: LITERATURE REVIEW 

2.1 Introduction 

This chapter pn>vl It-· 111 >\ ·n 1 ., of outsourc_ing as an operation strategy. The chapter 

cxpluins t>ulsoun.:mg the ric . models and reasons for outsourcing. In addition, 

chnllengt! · und rdated tudie associated with outsourcing are also discussed. 

2.2 An Overview of Outsourcing 

ince the Industrial Revolution, companies have grappled with how they can exploit their 

competitive advantage to increase their markets and their profits (Makhino, 2006). The 

model for most of the 20th century was a large integrated company that can own 
' 

manage, and directly control its assets. In the 1950s and 1960s, the rallying cry was 

diversification to broaden corporate bases and take advantage of economies of sca le. By 

diversifying companies expected to protect profits, even though expansion required 

multiple Ia ers of management. ubsequently, organizations attempting to compete 

globally in the 1970s and 1980s were handicapped by lack of agility that rc ulted from 

bloated management tructure . To increa e their lle, ibilit and creati ity, man large 

compani develop d a new tratcg of focu ing on th ir ore bu 1n . , "hi h r qui red 

identifying · e and de iding whi h uld b out:our d. 

ut ur in wa not formally identified' a bu in~.: trat ') until 1989 ( tuiruri. 200 ). 

m t or niz tion " r~.: not t t lly df- ufli i~.:nt: the) out our cd those 

n int m II) . Publi her h.\ 1.: 

mp iti n print in , nd ulfillm nt n i h u 
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suppliers for these essential but an ill r) " r i c might be termed the baseline stage in 

the evolution of outsourcing. uts ur<.: in) support services was the next stage, in the 

1990s, as organizatiOn<; h · • 111 I( f() ·u · mor~ on cost-saving measures; they started to 

outsource tlw~>~: llut ·tHm · 11 • • sar to run a company but not related specifically to the 

core busintss. l.tnag r c ntractcd with emerging service companies to deliver 

accounting. human re ource . data processing, internal mail distribution, security, plant 

maintenance, and the like as a matter of "good housekeeping". Outsourcing components 

to affect co t a ings in key functions is yet another stage as managers seek to improve 

their finances. 

The current stage in the evolution of outsourcing is the development of strategic 

partnerships (Makhino, 2006). Until recently, it had been axiomatic that no organization 

would outsource core competencies, those functions that give the company a trategic 

ad antage or make it unique. Often a core competency is also defined as any function that 

gets close to customers. In the 1990s, outsourcing ome core function may be good 

trategy, not anathema. For example orne organization out ource cu tomer er ice, 

preci ely becau e it is o important. a tman Kodak' deci ion to out ur e the 

information te hnolog} y tem that undergird it bu in wa · onsid red r Iuti nar 

in 19 . but it \\a a tuall th r ult of rethinking \\hat their bu me wa ab ut (Pcarc' 

nd R bin on. _009). 'J he , \\Cr qui kl; follo\\cd by d z n of muj< r c rporati 11 

rrnincu it"' ry to O\\ n thc ll.: hnolo 'Y to 'Cl a cs 

inti m1 ti n th y n I d. 'J h n O\\ n r hip nd mon.: t n 

p rtn hip rin ut nh I r uh . 
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organizations are likely to select out ur ing more on the basis of who can deliver more 

effective results for asp ifi fun d n than on' hcther the function is core or noncore. In 

a ompany whose cor· 1 ·ti' ity i~ transmission and distribution of electricity, outsourcing 

of' line construrti(lll lbr ·tlrNru tion works looked like letting out its core activity. 

2.2.1 Outsourdn1 Thcorie 

Tht: concept or out ourcing emanates from a number of theories; resource dependence 

theory. deci ion theor transaction Cost economics, agency theory, and core 

competency, among others (Gottschalk and Solli-Saether, 2005). One of such theory 

applied in outsourcing is decision theory, which compares the risks associated with and 

the benefits expected of a decision that is made, in order to achieve an optimal result 

(Sang, 201 0). The concept of Decision theory has been discussed by Juri son ( 1995). 

When the concept is applied to outsourcing, it means that the manager or decision maker 

has to assess all the potential risks and benefits that may arise from outsourcing process 

( ang, 201 0). 

Re ource Ba ed View (RB V) of the firm theory po its that both the out ourcer and the 

Cr\ ice pro ider mu t guard again t wandering from their core compctencie in dirccti n 

that di tra t them from ability to cr at value (Koong and v ang, 2007). The 1 ro idcr 

mu t tri\ c to provide only thos ·crvi that arc within their ore ompctcncics and 

pr mote a competitive adv ntngc. 1on.: 'er K ng and W ng -007) argue that if 

pr \ id r nn t iv th u r the level nd t) p o rvi th · ne~.=d it i of no h~.:ndit to 



Another theory applied in out our ing i trnn.o tion ost theory. This theory assumes that 

transactions are dctcrmin db) pr lu ' ti )ll 'onorni . Organizations are economic actors 

using the most cffici •nt m · ·h mbm f(w transactions (Williamson, 198l). The transaction 

cost npproal'h ()IT..- · 111 nuh ti al framework in comparing outsourcing services and in­

housL· scrvkc" {I a ·n~ and Hir chheim, 1993). Wang (2002) confirms that transaction 

co ·t theory u · ·i ·t 111 predicting outsourcing success in terms of economic benefits. 

he n, roYer and Teng, (1995) further argue that asset specificity, infrequency of 

contracting, and en ironmental and relationship uncertainty are the determinants of the 

magnitude of transaction cost, which, in turn, provides a basis for the evaluation of 

outsourcing. The transaction cost theory is applicable to outsourcing of line construction 

as it provides basis for outsourcing decision making. 

Resource dependence theory assumes that all organizations interact with external 

en ironment because it is the environment that provide resources such as labor, capital, 

information or market (Aldrich, 1976).Using resource dependence theory it can be argued 

that the dimen ions of ta ken ironments determine organization re ource which in turn 

d t rmine organization' out ourcing deci ion heon et al ( 1995) and (K ong and 

Wang, 2007). It an b argued that out ourcing of lin on tructi n i an ut 0111 
of 

d p nd nc on th a ailabl critical r ur c that an b acquir d fr m th c~tcrnal 

·nvir nm\:nt like lah ur and apital. 

r lie on th em nt on pt rH.I cnt r 

I min f th rdin t prt du ti{ n 

multi pi I l 



viewed as a social institution, th main hnro t 'ristic of which is to know how to do 

certain things well. Furth rrn rl:: Pn hnmada and llamel ( 1990) aver that some 

competencies arc strat · •i · 1n I 't)ll. titut~ th main sources competitiveness of a firm. 

Core comp ·tt:nd ·-: It' firm ~ 1fi ski ll s and cognitive traits directed towards the 

nttuin1m:nt or th highc t po · ·ible levels or customer satisfaction in relation to 

competitor·. 

nother theor; 1s Agency theory. The theory argues that, in a principal-agent 

relation hip, the agent cannot perfectly implement the goals set up by the principal 

(Jensen and Mechling, 1976). Eisenhardt (1988) on dichotomy of behavior- versus 

outcome-oriented principal-agent relationship, posited that the adoption or insourcing 

(behavior-oriented contract) versus outsourcing (outcome-oriented contract) can be 

determined by the magnitude of agency costs, which are the sum of monitoring costs by 

the principal (outsourcer), the bonding costs by the agent(service provider), and the 

residual los of the principal. Cheon et al. (1995) also confirms that agency theory can be 

u ed to determine magnitude of agency co ts. The agency theory i appli able to 

out ourcing of line construction a the out ourcer delegate \ ork to ag nt ( er icc 

provider). \\ ho perform the \vorl.. (1 ogan. 2000). The agcn ) thcor upp rt thi ·tud 

of anal) zing o t related of in- ·our ing vcr ·u out our in g. 

2.2.2 Out ourcing Pro · 

mm nl 

m iurn iz mn t I uti n 



one to one (Delloite & Tou h , 2000 . B "ndor- amuel model outlays a five stage 

approach to ensure fairne m uts' ur·in•' d'al , throughout the life cycle ofthe process. 

The stages arc: invcsti Itt H1. t~n I rin l, n •gotiation, implementation and relationship 

stage (Muiruri , . 00 ') 

tht.:r modt.:ls u · d r r ut · urcing analysis are: Data Envelopment Analysis (DEA) and 

Monte Curl imulation \ hich are useful for risk analysis in supply chain management 

01 on and ~ u (-0 ll ). DEA method assists buyers in classifying suppliers into two 

categoric : efficient suppliers and inefficient suppliers (Weber and Desai , 1996). 

Additionally, the method is used to establish a best practice group amongst a set of 

observed units to identify the units that are inefficient when compared to the best practice 

group. DEA also helps to indicate the magnitude of inefficiencies and Improvements 

possible for the units that are inefficient. 

2.3 Reasons of Outsourcing by Companies 

Out ourcing is the latest buzzword in the global economy (Kathuni, 2009). It al 0 makes 

a good bu ine en e to out ource. aving on labour co t i perhap the major rea on 

why firm hould opt for out ourcing orne of their acti\ itie ( a lor, 2002). uinn and 

llilm r 94) noted that a ing lab ur o t wa th hil!he t ranking rea on [I r 

out our ing followed by [I u n c re ompctcn IC . 'I h o t of lab ur in ·orne 

h 

untri ·trcmcly hi 'h and rente hu c c. pen e for cmpl ·er . If the amc JOb wus 

nt 

nt 

b) qually killed but out ur cd p r onn I then it i d ·finitt.:ly 

tum fi 

. p 

int ,. ri 

m n 
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amount of capital a firm mu t in t in pr du tion or service capacity. Barako and Gatere 

' 
(2008) also reveal that co t rcdu ti n \\' s th~ leading motivating factor for outsourcing 

by banks while freeing r •s )\lr ·~;; s "as th I •ast perceived for outsourcing. 

Secondly. outs n1r ·in· ull " a firm (outsourcer) to meet its customers' demand by 

engaging th~: sen i 1der only when there is work. The engagement is demand 

dri en. Muiruri (-008) argues that outsourcing make sense in areas where firms incur 

high cost or lack competency or technology to perform certain key functions effectively 

and efficient! hence justifying the need to give the job to an external expert. Greaver 

( 1999) supports the same argument that product or service improvement is the motivating 

factor for outsourcing where technology is not available in the firm. 

Organizations outsource to enhance effectiveness by focusing on what it does best, 

Increase product or service value, customer's satisfaction and shareholders' value 

(Greaver 1999). Outsourcing of non-core activities frees up internal resource to 

concentrate on more important activities (Barnes, 2008). Mintzberg and Quinn ( 1979) 

tate that a companies out ource, they normally di cover ccondary b nefit : internal 

co t and time delay drop as long tanding bureaucrac di ·appear and cmplo ec no\ 

tart to fo u on core acti itic . ut ourcing enable k manager and pcrsonn I to 

onccntrat on ore acti iti and de i ion . \llanagcr be omc u cr · rathl!r than 

lor of information. Another ben fit f ut urcing i that it alk" th firm to 

I nd nhan the ourcc.: of it ore mp tith•c.: advant ,c Pc, r c.: and Robin tlll. 
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Chase et a! (2007) cite reason for ut ur in 7 o increasing quality and productivity 

since you have acccs to up ri r 'pro id rs. utsourcing allows technological transfer 

learning from the b st firms . I mt I< '\ attached to the service provider obtain expertise, 

skill s and tt:cluwlt) ·i ·s thUl ar not othcrwi c avai lable in house. Another advantage is 

thut lut our is ·ngJg~:d nly ''hen required, and it's converted from a fixed to variable 

co ·t. dditionall} firm can expand both sales and production capacity by using 

out ourced ·en ice pro iders. 

2.4 Challenges of Outsourcing 

Chase et al (2007) argue that one of the greatest challenges of outsourcing is layoffs, 

\ hereby this includes even cases where former employees are hired back, and often 

engaged at lower wages with fewer benefits. Thus union employees perceive outsourcing 

as way to circumvent union contract. 

Firms want a flexible outsourcing partner who will introduce innovation into their 

proce e , , ho can help them manage both costs and service, use relevant and emerging 

technologic . The al o want omeone " ho under tand their pecific requirement and 

their bu in nfortunatel , out ourcing ervice pro ider tend to fall hart in nexiblc 

infra tru ture. under tanding the client' bu inc and inno ation and dju ting Welb rn 

· K ten. _006) . 

13} d finiti n out our in rdin ti n o th·H fun tion lt u ti\ ity 1) 

11 r..: ult int l m. ll} lutu11.: 

pr m uh m I int mp tit n 



sensitive information . Bozarth and llnndft "ld (2008) state that, coordination of services 

. 
from many different scrvi pr 'id '1'$ ~n b' a major challenge to firms. It should remain 

clear that outsourcin' im h l d I· ,at ion of tasks and activities to outsiders but the 

ultimate rt:sponsibilil) r ·main \ ith the firm (Muiruri, 2008). Thus as KPLC outsources 

line {;Onstruction t ther firms the ultimate responsibility remains with KPLC as 

compan . Pr p nent of keeping activities in house argue that quality standards can be 

maintained onl} b in sourcing. 

The outsourced service provider can create future competition. One of the examples is 

that of IBM, which outsourced its IT systems to Indian Companies but is now 

experiencing competition from some of these former suppliers of programming provided 

(Pearce & Robison, 2009). As vendors gain experience and exposure on core activities 

they start to compete and even compromise the operational efficiency of the outsourcer. 

Outsourcing per se is not cost free; there are hidden costs associated with management 

and administration of this process and al o managerial skills required to manage the 

external ervice pro iders (Barnes, 2008). Welborn and Kasten (2006) a\ o a r that th 

maller, hort-term contract ha e their own problem for the client compnn) nnd d ulin 
1 

'' ith mor en icc pro idcr tretche a com pan ' aluable arce management time. 

Ut our ing an al lead to under utilintion f internal r our 
that \\ere pre\ i u ,1 

u d l m kc the out ourccd cr\'i e or item Barnc (2 08) 
· Additi nail · qualit) of 

h b en que tioncd by critiqu of out our in , 1 in. (2009). In po rly dcsil!ned 

Ill t th rc i n m f qu lity r <.1 fine rvi 



Outsourcing relationship ometime fnil du to a number of reasons such unrealistic 

expectation from the end r, I "- f !{ rmal bid proce s, unclear contract that assume the 

vendor will net as 1\tr·lt • •i · p.1rtn rand ho ·tility from employees of the firm. 

2.5 Related ·t udi 's on ut ourcing in Kenya 

tudi~ · have b n d neon the ubject of outsourcing in general. Kamuri (2011) analysed 

challenge · facing the implementation of outsourcing strategy at KNH and his findings 

re ealed that securit was the most preferred activity to be outsourced at the hospital on 

pri01·it ~ hile estate management, locum, records management was the least preferred, 

with security scoring 100% whi le the rest received 5% respectively. The study revealed 

that 70% of those interviewed expected service delivery to improve, reduction of cost 
' 

focus on core business, access to specialized ski ll s, reduction of risk each scored 45%, 

40% 25% 20% respectively. At the same time improved customer satisfaction and 

increased competitive advantage scored I 0% each, while reduction of waste, reduction of 

corruption and improved corporate image all scored 5%. 

Kamau (20 1 O) looked at employees' perception on out ourcing in KPL in general and 

found out that on! 47% tru ted the\ ork done by er ice provider while 53% of taff 

int rview d did not. n the kno\ ledge of ervic out urced b KPL , there ult ~ r . 

c onting 12.5%. Logi-,tic I .8%, lnformati n and tc hn I g 12.5°/o. dditionall , the 

tudy found out that profc sionali m. 

imp rt nt ritcrin during election pro 

and qu lift at 1 n wer 



Kathuni (2009) studied call entre ut ur ing practices by Zain (Kenya) limited and 

found out that outsourcing thL ti it , th' organization laid off79 members ofstaffwho 

were employ d in ·Ill · ·ntt I hi: ()nfirms fears normally raised by employees during 

outsourcing. Th · sttH.h Jl nfirmcd that outsourcee was required to meet 99% of the 

set stundurds ·ct ) th • out ourcer. The findings also revealed that reduction of overhead 

co ·t wu · primar) factor in the outsourcing. The findings confirm challenges and reasons 

expre ed b (Pearce and Robinson, 2009). 

Maina (2009) studied outsourcing services in the Mobile Phone industry in Kenya and 

found out that major reasons for outsourcing were search for local expertise, market 

knowledge, language issues, cost effectives, focus on core business, market dynamics, 

effective coverage, special expertise, head count issues, market unique and acceptability. 

Other findings were that data base management and marketing were the least outsourced 

In okia Kenya because of their sensitivity. 

Barako and Gatere (2008) studied contemporary evidence of outsourcing practices of 

Kenyan banking ector. The result indicated that Automated Teller Machine (A TM) 

ervice \\ere the most out ourced er ice in the banking ector " hile ac unt 

proce ing \\a the lea t out ourced function. dditional finding wer that bank . cit 

r putati nal ri k, lratcgi ri k, operational ri k and ontra tual ri k a thl: 111 .1 like! 

ri k in out our ing. with ore f79%. 53%.5 % and 5 % r pc ti\cl) 

_, 



2.6 Summary 

The literature review intr lu · ~.: I th sul.i 'Ct of out ourcing in companies as they try to 

survive in dynamil: ·omp ' lilt ' n ironment. Outsourcing is an act of allowing service 

providers to r ·rlbrm a tn itic · traditionally handled by internal staff and resources. The 

nc ·d for out ·ourcing ha been brought about by declining profit margin by firms and 

utilitie · have no ption. s firms outsource it is important to evaluate whether they have 

rcgi tered impro ement in performance on the outsourced activity. Equally, it is 

important to determine challenges experienced by outsourcers. A number of theories 

ha e been applied to studies of outsourcing decision: core competency, transaction cost 

economics resource based view and agency theory among others to analyse the perceived 

benefits. Other studies have developed models combining several theories together like 

Data Envelopment Analysis (DEA) simulation, which is suitable mainly for analysis 

outsourcing in different countries inshore and off shore outsourcing. 

The study examined the experience of KPLC in outsourcing of line con truction, and 

e tabli hed ,. hether ervice provider work faster than internal staff and are co t effective. 

dditionall_ , thi tudy e amin d challenge e perienced by out ourcing line 

c n ·truction. 

2.7 n ptual ramework odel 

l'h study i ba d on th con pt that b · ut < ur ing, 

bl to tchicvc impr0\'\!111 nt in their or '• niz·Hi< n. I pcrforman c b id~.: oth r 

n fit . ·1 1 firm 1 ' I f p r onn n tmpr v rn nt ' ntu II • k 'td to 
0 
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organizational performance a hi , . m nt. F r thi tudy, firm 's performance is further 

divided into two, operation I md performances. 

Operational perform 111 • • til thi · a · addrc scs the completion time, how long it takes to 

complete Wtlrl-- in · 11 ·tru ti n hence more revenue, serv ice providers are expected to 

com pi 'le their a· ·ignment faster compared to internal staff. Another operational 

performance indicator expected to improve by outsourcing is the quality work from the 

ser ice pro iders. Service providers are expected to provide quality workmanship and 

technology compared to internal staff. 

When firms outsource they expect improved economic performance as a results of the 

cost saving. The cost saving or reduction in cost arise from what is paid out to 

outsourcee which is supposed to be low compared to the amount used when the activity 

carried in house as outlined on the literature review (Naylor, 2002). The study intended to 

determine these operational performances in terms of completion time, cost and establish 

the challenges outsourcing line construction. 



Figure 1: Conceptual framework of the study 
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CHAPTER THR : RE EARCH METHODOLOGY 

3.1 Introduction 

This chupt ·r gi . ., 1 ·t il f th • methodology that was used in the study. The guiding 

principks w 1 ~ th · ~c ti c · of the study outlined in chapter one. The chapter gives 

detail· )11 r~ · ar h de ign. data collection, analysis and presentation. 

3.2 Re earch Design 

ca e stud approach was adopted to obtain detailed information on the subject. 

Mugenda and Mugenda (2003) argue that case study allow in depth investigation of an 

individual, group, institution or phenomenon. In addition, case studies allow exploration 

of processes as well as outcomes of a situation (O'Leary, 2008). Leedy and Ormond 

(2005) state that case studies are useful for investigating how individuals or programs 

change overtime as a result of circumstances or interventions. A case study also allows 

evidence to be verified and it pays attention to details (Cooper and chindler, 2008). This 

method allO\ s intensive investigation of a process like outsourcing. Thi research 

de ign \\a therefore appropriate for the study of line con truction when it i out ourced 

and in ourced. 

. Data olle tion 

"I hi tudy u cd both primar; nd ond ry data. ·r he c ondar · d ta wa bt~ incd fr 
111 

KP in nnation y t m d t1b n mel)" Inti.: 'r..tlcd u tomcr crvi c S) 1 111 
(I ), 

y t m m duh.: n I km 

ppl i ti n I p 
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Additional information wa~ obtained from manual record a nccc ry . J·or thi stud), 

three categories of jobs were selected for anal) sis. The categoric compri cd of Cable 

on I); one pole and cable; and three poles and cable. ·r he categoric \\l!rc funhcr di\ ided 

into t\\0, between 0 to 20km and 201-.m to 60km from the store the job i:. being is ucd at. 

From each category, the study selected ten jobs done in hou c. thcrcb) rc uhing in thiny 

jobs. These jobs were compared with other similar jobs outsourccd. In essence 60 jobs 

were anal) led for the study. 

The primary data was obtained on the challenges experienced by KPl C in outsourcing 

line construction. This .. -.as collected through an in-depth inter'> icw of line managers 

using a preset interview guide (Appendix 4). The target informants \\ere nine senior staff 

namely; Regional Manager. Chief Engineer Operation and Maintenance. Chief Engmeer 

Design and Construction. afety Engineer. Branch Business llcad (BBII)-Ukunda. 

Branch Business I lead (BBI 1)-Malindi, Branch Business I lead (BBII)-Voi, Assistant 

Engineer Projects and Construction Engineer. They were selected purposely ~incc they 

are involved in day-to-today operations with service providers in thc1r respective business 

units. 

3.4 Data Analysis and Presentation 

The secondar) data was collected and presented in tables and anal}scd using t-square test 

for comparison in performance (Completion time and Cost of doing '"ork "hen is in 

sourced and outsourced). Cooper and chindler (2008) propo e that for t\\O independent 

variables with a sample number (n) less than thiny. t-test IS appropriate for companson of 

their mean. The following hypotheses were tested, 
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I) Ita: There is no difference in completion time bct\\c~o:n KPI.C staff 

and the service pro\iders 

H1: Service pro'viders work faster than KPLC. 

2) Ho: There is no difference in cost \\hen line construction is one in house or by service 

provider. 

111: Service providers arc cheaper for line construction 

Xl-X2 
t (Cooper and Schindler, 2008) 

J 5 2[1/n 1 +t/n2] 

Where; 

S2 is associated with pooled variance estimate. 

(nl -l)s12 +(n2-l)S22 

Given b) S2 = ( ) nl+n2-2 

n1 is the sample number of the jobs done in house (by KPL C staff). 

n2 is the sample number ofthejobs done by service providers. 

S1 is the standard de'viation sample n1 

S2 is the standard deviation for sample n2 

X1 is mean for jobs done in house. 

x2 is the mean for jobs done by service providers. 
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Significance le\el «= 0 05 (one tailed test) and the degree of freedom "ill be equal to 

(n, -1) + (n2-l). The level of significance of 0.05 was cho. cn becnu'c mot studies in 

business use this significance le..,el and also to allow case of calculation and usc of 

readily available tables and SP S softv.are. 

In order to dra'' conclusion on the above test, a further paired Hest ''as conducted on the 

obtained data on completion time and cost. Using formula 

d 
t--~ 
- sdj..Jn 

Where dis a"erage of the differences between the times taken \\hen \\Ork is done in-

house and outsourced. The same was repeated for cost. 

sd is the standard deviation of the differences. 

n is the number of pairs (differences). 

The primary data obtained from the interview process was edited for accuracy and 

checked for consistency and completeness. The primary data was analysed using content 

anal)sis with thematic coding, v. hich is better for single case and in-depth understanding 

(Cooper and Schindler, 2008). 

Nachmias and achmias (2004) define content anal)sis as a technique of making 

inferences by systematically and objectively identifying speci tied characters of the 

messages. Content analysis enabled the stud} to determine challenges experienced by 

KPLC in outsourcing of line construction and draw analytical conclusions. 
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CHAPTER FOliR: DATA ANALY I , RE L T AND I)ISCL . ·ro,. 

4.1 Introduction 

The chapter presents analysis of both secondar) and pnrnary datu collected. The 

secondary data ''as gathered mainly to establish \\ hcthcr KPLC has c~p\!ricnccd 

improvement 1n performance in completion time and cost through hypotheses testing 

while in depth inten icw was designed to determine challenges and risks experienced by 

KPLC in outsourcing of li ne construction. The analysis and findings arc presented in the 

ensuing sections. 

4.2 Com pari on of Completion Time and Cost Analy is 

A total of 60 jobs (30 nos. done b) KPL staff and 30 nos. done b) . ervice pro\iders) 

were analysed. under three categones: cables only. one pole '' ith cable and three poles 

with cable. In each category, five jobs \\ithin same distance from store \\ere checked for 

completion time and the cost of doing a similar job in house (by KPI C staff) and when 

outsourced. Appendix 5 g1vcs the descriptive resu lts obtained from secondary data. The 

mean of each category were compared using t-test. 

4.2.1 A"eragc Completion Time 

Tables 4. 1 shO\\S results obtained from secondaJ) data. Completion time was obtained by 

getting the di flerence bet\\een the date \\hen job 1ssued for construction and when 

feedback is recehed that \\Ork is completed and the average obtained for each category. 

The average completion time is in da}s. 

llypotheses Testing 
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Ho: J.1 1= Jl2· (There is no difference in a\erage completion time bcmcen KPLC staff and 

the crv1ce provider) 

H t: Jlt ,> J.l2. (Service providers work faster than KPlC) 

J.lt is the average completion time for KPLC starr. 

J.l2 is the average completion time for Service providers. 

llo is rejected if t > 1.860 ignore the sign. 

Using results on appendix 5 t-values were obtained as in Table 4.1 for each categol). 

Table 4.1; Comparison of completion time t-test results 

1 Work KPLC Scrv1ce df Pooled I Calculated Cnucalt Conclusion 
description average provider variance l value t, 

compleuon average sl at OS sf 
time ( da>s) completion 

time( da}s) 

Cable 0- 8.80 7.6000 8 18.89 0.4350 I 860 Fail to reject 
20km llo 

Cable 7.2000 4.4000 8 8.75 IA96 1.860 'Tail to reject 
20-60km Ho 

-
One pole 6.6000 4.6000 g 5.30 1.374 1.860 Fail to reject 
0-20km 

I 
It, 

One pole 20- 5 80 6.20 g 1.20 0.139 1.860 Fail to reject 
60km Ho 

Th~epole 3.60 8.60 8 11.30 2.352 1.860 Reject the HG 
0-20km 
Three pole 8.80 6.00 g 8.10 1.556 1.860 Fail to reject 
20.60km Ho 

J 

ource Re earch data 
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From table 4.1, onl) \\Ork im h ina three poles and within 0-20km that showed . significant change with I ul h.:U t b ing larger than critical t ( tc) at significance level 

signi ncunt ch 111 • •• 

Th ·r ·!'or . th null h. p the i Ho: There is no difference in completion time between Kl L and en 1ce pro iders holds except for the category of three poles within 0-20km. 
The 0\erall conclusion on the completion time involved carrying paired t-test on mean difference between the average completion time by KPLC staff and service providers at 0.05 significance level 5 degrees of freedom. 

Ho is rejected if t < -1.943 or t > 1.943 

t= 0.978' e fail to reject the null hypothesis. 

From the t alue of 0.978 it can be concluded that there is no difference in completion time 

-'.2.2 mpari on nal i 

II : ~ ~= ~~ '1 hen; i no difference in co t \\h n line c n truction i d ne in hou e orb 1'\ i pr •ider ) 

Pr \ i t:r m.: ch ap\!r tot·' 1·1n•· t • ) " n ru tton 

d lh 
in j b ) ' PL 



f.l2 is the average cost doing job b) crvice pro'> idcrs. 

Table 4.2; Comparison of co t t-test re ults 

I Work I 1\.PLC I Service df Pooled Calculated Critical Conclusion 
descripuol'll average prov1der variance t tc value 
Category cost(Kshs.) 8\crage sz at 0.05 

co,t(l\.shs) s.f 
Cable 0-20km 2860.930 57:!1980 5 0 0 l'ail to Reject 

II. 
Cable 20· 13869.585 8501.180 5 615 ,63 1.944 8.177 2.015 Rcjcctll0 
60km 
One poleO- 30129.280 17631 .300 5 1624~23.44 3.373 2.015 Reject Ho 
20km 
One pole20- 42248 254 26043. 128 8 126,975,347.7 3.2 16 1.860 Reject Ho 
60km 
Three pole 0- 34044.920 24706.600 6 5.951,778.84 5.837 1.943 Reject H, 
20km 
Three poles 57380.053 41654.860 6 452,708,858.8 0.826 1.943 I Foil to 
20-60km R~ect 1-lo 

ource Research data 

From the table 4.2 it is evident that four categories sampled shO\\Cd significant change in 

calculated t, with t calculated larger than lc critical in cost between KPLC Staff and 

Service providers. while two categories; cable work between 0-20km and three poles 20-

60km did not 'I hus only two out of six categories did not show significant change, that 

there is no difierence in cost ''hen line construction is done in house or by sef\ice 

provider as the t values were less than the critical value. 

r n order to draw conclusion further a t-test hypothesis was conducted regarding the mean 

differences bemeen the l\\O observations. 

Ilypothesis J 10 : J..l<~ = 0 ll1 :j.ld * 0 at n=6 

Where J..ld is the mean difference ofthe two observations. 
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Ho is rejected calculated t < - 2.571 or t > 2.571 

t= 1.02 

Then we fail to reject the null hypothesis and conclude that there IS no significant 

difference in cost between KPLC staff and service providers. 

4.3 KPLC Regional Management Role in Outsourcing of Line 

Construction 

The tudy sought to find out whether the interviewees had participated in outsourcing 

decisions and their year of experience working in oa t rcgi n. It wa vidcnt from the 

tudy that the in~ rmant were aware of out ourcing or line con ·tru tion sine , 1110 ·t or 

them had several years of experience working in oa t Region ranging li·om 5 to 15 

years. The results also indicated that they had participated in out ·ourcing or line 

construction in one way or the other. n accept. n of out-.ourcing line con ·tructi n, 

management staff 'elcomed the deci ion to out our \\hil~ thl! union oppo. ·d it. 

Additionally. the stud r veal d th, t by out ur in 1 th~.: , ti\ tt , t\\O tkpanm nts 

( ign & on!itru tion 

'J h tu y 

th u •h it 

r.i 

int m II . 

d~.:p, rtm~.:nt 

rm i h:r l I lin~: onstru~;ttt n 

ti\ it in Kl'l t 'lll 

I . 'I ' 

tl 



4.4 Benefits of Outsourcing line Construction 

The study found out that the department of Design and Construction benefitted most by 

outsourcing of line construction followed by Operation and Maintenance department. 

Outsourcing of line construction has led to increased customer base from approximately 

5000 customers connected yearly to 25,000 customers every year. According to the 

study, approximately 80% of new customers are connected using contractors. The 

informants also revealed that contractors are generally cheaper for a far distance job. One 

major advantage of outsourcing line construction is the avai lability of a pool of 

contractor to choo e from anytime. The study al o found out that by outsourcing the 

company can free up resources like transp rt to ·upport other fun ti ns. 'I h crvi c 

providers assist in spreading the risks in KPL a the u ·e their O\\ n emplo ccs. 

4.5 Challenge Experienced by Out ourcing Line on ·truction 

The study set out to determine challenge experi n ed b) KPl in out our ing of line 

construction. It \ as found out that \\hile m nag~.:m~.:nt ~.:mbr .. '~.: d outsour in) of line 

con truction acti ity th m th~.: uni n ~t. II . lt d~.:ll.:rmtn d that 

urrcnt employees en 'cd in lin in til\: it jll ~ • ,\ l"l:~lllt or 

ou tsourcin '· I h 
\II 

m nti ll 

n KPI 



Vandalism and theft of electrical equipment was stated as having increased with advent 

of outsourcing line construction and this was attributed to contractors ' workers who have 

known the KPLC operating system. The study also revealed that, cases double invoicing 

was sometimes experienced from contractors who want earn extra money even without 

working. Another challenge cited was substandard quality construction of line by service 

providers, with informants rating the services between 40 to 60% of the required 

standard . Safety in the public areas was being compromised by shoddy work by the 

service providers. The interviewees cited that most of the contractors were not engaging 

competent taff. 

The challenge of se lecting suitab le crvtcc pr vidcr ' a ' als ci ted, a · the numb ' r or 

applicants was in range of two thou ands and lobb tng wa normally c pericnccd ti min g 

selection. Additionally, the contractors ' usual! tate equipment the) do not pos es in 

order to be prequalified. orne individual ometime own 'era! c mpanie · "hich are nil 

prequalified to work in line con truction and thi ·halkng to ~PL 

managemcrnt to di ffcrentiat on th finn ' O\ n\:r hip. 'I h~.: stud aL o fou11 :i l ut that 

contractors ar\: not n .. ibl . you 1111 t u 

tim to mobilize their' •ork 1 • 

nt t r n. tim~.: lll \\ant : s th 11\:\:U 

4. ) Ri sk of ut ourdn, I in..-: nn tr lH tum 

m lh nun r f ri 

m 



that there were third party service providers engaged by the company. The interviewees 

also cited that in most incidents involving general public and KPLC service providers, the 

public prefer to sue KPLC instead of the service providers. 

Maintenance of construction standard was pointed out as being at risk as the service 

providers staffs were seen as unqualified. Another risk cited by interviewees was that 

incase employees of the service providers down their tools, the KPLC cannot engage 

them in dialogue and operations suffer. 

4.7 How to control hallenges and Ri ks of Out ourcing of Line 

on truction 

The study estab li hed that trict supervis ion and training r ·er icc pro idcr. Cl\ 11 help 

improve quali ty of their work. The intervie\ ees ·tated that ·er ice pro' ider · d pr ide 

insurance bonds against company materials in ca e of theft. dditionall), a ·tri t und 

timely monitoring delivery on jobs out our ed i folio\\ t:d 1 h om pan · al ·o bla ·ldi ·t 

contractors found to contraven laid down pr • n b~ r du ~d b h·l ing 

long term partn r hip\ ith c ntr tor . 

'J he intl:r ic\'.C 
pr r 

int 1 h ut on ttu thm. 



CHAPTER FIVE: SUMMARY, CONCLUSION AND 

RECOMMENDATIONS 

5.1 Introduction 

The chapter presents a summary, draws conclusion and presents the recommendations on 

the findings of the study. The chapter also highlights the limitation of the study and 

suggestions for further study. 

5.2 ummary 

The tudy ught to cstabli h whcth r KPL ha achieved impr vemcnt in performun 

a a result of out ourcing line c n ·truction and to determine the challenge· c ·pcricn cd 

by the firm in outsourcing this operation. n completion time, the ·tudy found out fr 111 

the selected jobs that the completion time betv\een PL ·taff and ·en ice pr \ iders is 

not significant except the following categoric ·job inv lving -pole· and" ithin 0--0km 

regi tered significant change of 2.352 at 0.05 ignift nt kvd .I) and d •gree or 

freedom (d.f). n co t compari n, fl ur r i. h.:r~.:d si nili ant ·hnn 1 

th y arc: abl bct\\c n 20· Okm, n pol ithin .. - km t n r t k 0-< ( km and 

three pole 0- 20krn. 

'I h ()\' I II t-p lif 
t 1 ull h th t th r no 
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Ill 

n tim 
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power line construction and that the activity was partially outsourced. One of the 

challenges cited is fear of layoff among the employees. Other challenges were low 

quality work, loss of control, increased vandalism and loss of confidentiality between 

KPLC and her customers. Increased demand of management time by the service 

providers also featured as challenge. Interviewees were in agreement that despite these 

challenges, outsourcing of the line construction was the way to go in this competitive 

utility market. 

5.3 Conclu ion 

The findings indicate that ignificant change ccurrcd in li l; area r lin c nstruction. 

ervice providers performed better in term of co ·t in four job categoric· , hi I, KPL 

staffs were performing better in completion time for job in ol ing three 1 le · "ithin 0-

atcrc,2008) who argu d th t win nc ol thl m. jot r :sons of 

outs urcin '· It 111 th t hi I lit Ill I 1 h\ 1 t r d\ll.:tion th 

rcduc t ion 111 •Y n 

r h m tk t 

n 11 h 



The benefits of outsourcing line construction according to the study were mainly; 

increased number of customers, reduced waiting period to be connected after payment 

and reduction of costs. These benefits support argument by Greaver (1999) that benefits 

and improvements are motivating factors for outsourcing. 

The study affirmed that KPLC has experienced challenges and risks on outsourcing line 

construction; key among them was the fear of layoff among employees and low quality 

work by the service providers. Loss of control and over exposure to third party was 

another great challenge. The findings agree with Barako and Gatere (2008) and Kathuni 

(2009) who found out in their tudy that fear of lay ff am ng the bank mploycc and 

mobile phone organizations was a challenge t out ourcing. n qual it of work, it can be 

concluded that service providers are not competent and in ·uch ca ·e it makt: · 11 ·ens, to 

outsource according to (Koong & Wang, 2007). The finding that en ice prm ider · arc not 

flexible also supports (Welborn & Kasten. 2006) who argued that ·en i e prO\ ider . tend 

to fall short in infrastructure, under tanding eli nt' bu in . inno\ at ion nd ,dju ting. 

5.4 R c mm ndati n 

n p rformancc the tud) 

the c mplction tim· vith 

on job d >ll 
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engaged. Given the large number of contractors being handle, there is need to maintain 

optimal number for ease of management. 

The company and industry players should set mmtmum technical qualification 

requirement at least for employees of service providers in order to improve quality of 

work and responsibility. The company should in future go for total outsourcing of line 

construction where the service provider, provides complete service in order to minimize 

conflict between employees and service providers. 

5.5 Limitation of the tudy 

The collection of ccondary data wa challenge n job ' that h. c a I read been cnpituli:t.cd 

in KPL system especially when job are done in hou ·e, thi , i , due to the lact that lubour 

costs are removed from the system. n in depth inten ie'' ·ome of th, in ten icwee hud 

difficulties in providing comprehensive re p nse to orne of the que tion , rai ·ed during 

the interview. Time during the in-depth intervie" wa limit d due to the bu , hedule or 

the interviewees. 

5.6 ugg tion for urth r tudy 

'J he stud 
PI . it \ uld I import lilt it th~ 

tudy i lh Ill I) huth 1 

r\i \ id I in 

lir 
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as a result of outsourcing can also be researched to establish the achievements in terms of 

increased revenue, increased customer base and good public image. 
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Appendix 1: Letter of Introduction 
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Appendix 2: Summary of outsourced activities in KPLC 

Division Outsourced service 

1 MDs and CEO Security 

2 Human Resource & Admin. Building Maintenance, Cleaning services, Staff 

training, Consultancy, senior level recruitment. 

3 Distribution Partially Line construction for construction and 

maintenance, survey works, design & tree cutting 

4 Transmission Design works, supply of equipment & construction 

-
5 u tomer ervice Communication ervice marketing, debt col lection 

6 ompany ecretary Legal ·ervice , in urance & rent c lie lion 

7 t-. 
Ftnance 

1--
Information Technology & Developed ITs 

. -
8 

stem , mamtenance , and ·oft ware 

Telecommunication 

9 Stores, Transport & Supply Tran port, clearing and fom arding. 'ehi le 

maintenance and mat rial. printing and printing 

material 



Appendix 3 : Secondary Data collection form 

l. a) Cost saving performance comparison analysis 

i) Cables only done KPLC 

Nature of work Actual cost by Date started Date completed 

KPLC 
employees 

Construction of 40m length 
cable only within 20km from 

stores 

ample 5nos(Reference number fo r the job) 

I E22 1220 11 040542 21/06/20 II 2 1/0 /20 II --
2 E22 1220 1 1040264 18/07/201 1 22/07/20 11 --
3 E22 122006 12004 1 2860.93 22/06/201 1 07/07/20 11 --
4 E22 1220 10090 1 19 01 /07/2011 11/07/20 11 

5 E22 12201 1040584 2860.93 07 '07/2011 11 /07/20 11 

Average 

Construction of 40m length 
cable only within 60km from 
stores but>20 km 

ample 5 no (Reference number for the job) 

1 1~221220 II 060051 26106/201 1 01 107/:2011 
~ 

2 1 ~ 221220 I 0120022 14878.24_ 2S/0612Q_I I 07i07/2011 

1 ~22 1220 11050063 Ol/0712011 0!\/07/20 I I ·-
3 
4 E227220 I 0 II 0035 28106/2011 --;1 <mr7no 1 1 

s 1~221220 I I 040598 12860.93 0210712011 I 1Hl7/20 11 

,\ vcroge cost 

ii 



Nature of work Actual cost by Date started Date 

KPLC completed 

employees 

Construction of one pole 
+cable only within 20km 
from stores 

Sample 5nos(Reference number for the 

job) 

I E22122011010413 06/07/2011 13/07/2011 

2 E2212201 1050327 19/07/2011 24/07/2011 

3 E2212201 1030230 28247.96 17/07/20 II 24/07/2011 

4 E2212201 1080237 32010.6 24/08/20 II 0 I /09/2011 

5 E2212201 1040450 07/07/20 II 13/07/2011 
r- --- --

A vcrag_c co t 

on truction or one pole 
+cable only within 60 km 
from stores but>20 km 

ample 5 nos(Reference number for the 

job) 
-

I E2212201 1030516 29649.9 18f07/'20 II 2407/_)) -
E22122012030600 43701.2 3010511012 

2 
0 05. _o )_ 

E2212201 1110319 22898.64 05/04 /2012 
f- -

3 
1 L04 _o '---

4 E22122010120218 57373.57 21/07/20 11 24107 _OJ\ 
·-

5 E2212201 1090417 _57617.96 03/02/20 12 t sto.v:w .. 
Average 

iii 



Nature of Actual cost by Date started Date 

work(Reference number KPLC completed 

for the job) employees 

Construction of three 
poles +cable only within 
20km from stores 

Sample 5nos(Reference number for the 

job) 

I E22 122011050242 30408.16 14/07/2011 20/07/2011 

2 E22 12201 101 20038 35470 .2 21/07/20 II 21/07/2011 

3 E22 122011090529 36256.4 01 11 1/20 I I 10/1 1/2011 

4 E2 12201 2030083 
1-

28/05/20 II 28/05/2011 

J__ ·-
A vcras_c cost 

onstruction of three 
pole +cable only withi n 

60 km from stores 
>20km 

ample 5nos(Reference number for the 

job) 

I E22122011040188 62663.56 17/07/2011 24/07/20 II 

2 E2212201 1100589 89991 .6 06{Q_ 1/2012 20/0j/2012 

3 E2212201 II 10506 19485 l_QlO I/2012 07/02/2012 

4 E221 120 I 0090 191 08/07/2011 I -/07/20 II 

5 E22122012020065 22/0~G/io 12 () 7/ () 7/~0 11_ 

Average 



b) Service Providers 

i) Cables done by service providers. 

Nature of work Actual cost by Date started Date 

Contractor completed 

Construction of 40m length 

cable only within 20km 
from stores 

ample 5 no (Reference number for the 

job) 

l E22122011050036 5723.98 07/072011 15/07/20 II 

2 E22122011050374 5723.98 07/0720 II 15/07/2011 

3 E22122011060168 5723.98 07/072011 ~ ~~~;~=~ : :-
4 E22122011040626 5723.98 07/072011 

5 E2212201 1040041 5723.98 07/072011 14/07/2012 

Average 
Actual co t b) date t rted dat 

onstruction of 40m length ontra tor 'ompl ~t d 

cable only within 60km 

from store but >20 km 

--

, mpl 5 n o.,(f cr r nee numb r .~ r the 

j b) 

I E221220 II 040063 _8343.98 9~1_07/20 I I 11 /07_120 12_ 

2 E22l220 I I 040580 8343.98 04/07/2012 0Nf07/20 II 

3 E221220 11040362 781 '9.98 01107/2011 OH/07/2011 

,, E22_ 11_2_Q_I_O 12024_3_ 8867.98 04107/20 l 1l 04/07/2011 

5 1 ~22122091 00398 . ~129.98 01 /07/2011 05/0712011 

1\ ~c m.s_c" COc!l_ 



ii) Construction of one pole+ Cables only 

Nature of work 

Construction of one 
pole +cable only within 

20km from stores 

ample 5nos(Reference number for 

the job) 

I E221220 I I I I 0418 

2 221220 I I 030266 

3 £22122010120243 

4 £221220 II 040255 

5 £221220 II 050454 

Avera e 

Construction of one 
pole 4-cable only within 

60 km from store but 
>20km 

. ample 5 nos(R ~ rene number f r 

the job) 

Actual cost date started 

by 
contractor 

17026.96 04/01 /2012 

14749.98 17/ 12/20 II 

15298.98 04/07/2011 

14749.98 07/07/2011 

26330.6 07/0712011 

Actual co t date tart d 

b} 
on tractor 

date completed 

I /0 I /2012 
2 / 12/20 11 
05/07/20 II 
10/07/2011 
11 /07/20 II 

date c mp1eted 



iii) Construction of three poles +cable only 

4 
5 

ampl 5 
no 

Nature of work 

Construction of three 
poles +cable only 
within 20krn from 
stores 

E22 122008 1 10 163 
£22 1220 11 070340 
E22 1220 II 060544 

E22 1220 I I 00 I 00 
E22 1220 1 1090321 

Avera e 

Construction of three 
pole +cable only within 

60 km from stores but 
>20km 

Actual cost by date started 

Contractor 

25/07/20 II 

26241.7 07/09/20 II 

26 169.3 02/09/20 I I 

22835.7 15/ 11 /2011 

24235.6 09/1 1/20 II 

Actual cost b 
Contractor 

date 
completed 

0510 /20 II 
12/09/20 II 
12/09/20 II 
2 1/1 1/20 I I 
2 1/1 1/20 II 

ate 
omplct ~d 



Appendix 4: Primary Data Interview guide 

1.0 What is your designation in the company? ----------------------

2.0 How long have you worked with KPLC?------------------------

3.0 How long have you worked in Coast region?------------------------

4.0 When did the company start outsourcing line construction in KPLC? 

5.0 I lave you participated in the process of initiating Outsourcing of line construction 

in the company? 

6.0 Which department( ) wa /were affected by thi acti n? 

7.0 !low did the employees both management and union react to this action? 

8.0 Do you think line construction is core activity in Ken) a Power and \\h ? 

9.0 What is the monitoring mechanism m plac to n urt: u 

line construction? 

ful out our ing r 

I 0.0 !low would you d s rib th qu lit) ' ork d nc b nt tor ') 

11 .0 I low would you d ni pr 

12.0 hit.:h rc 1 
d llllJ n ' m nt 11\ 

in thi th it ' nh 



14.0 What are the challenges/risks KPLC faces with contractors? 

15 .0 What measures have been put in place to mitigate the risks and challenges of 

outsourcing line construction? 

16.0 In your opinion are there are governance issue related to outsourcing labour and 

transport in the company? 

17.0 In your opinion, how do you see the future of outsourcing line construction m 

KPLC? 

18 .0 Do you think contractor can become major compctit r in future to KPL ? 

19.0 What are some of the major obstacles to out ourcing r line con tructi n? 

20.0 Any other information you can give concerning out ourcing line construction? 



Appendix 5: Results of Descriptive Statistics 

KPLC VS SERVICE PROVIDERS COMPLETION TIME 

Minimum Maximum Std. 

N days days Mean Deviation 

KPLC TEAMS 
COMPLETION 5 l.OO 15.00 8.8000 6.14003 

TIME CABLE 0-20KM 

5 3.00 12.00 7.2000 3.49285 

CABLE 20-60KM 

5 5.00 8.00 6.6000 
1.14018 

ON p L 0-
20KM 

L 20- 5 3.00 10.00 5. 000 2. 28 

THREE POLE 0-
5 1.00 9.00 .6000 

20KM 

THREE POLE 20- 5 7.00 14.00 .8000 
60KM 

ABLE 0-20KM 
5 7.00 8.00 7.6000 

I. 7. 4.4000 



KPLC AND SERVICE PROVIDERS COST MEAN COMPARISON 

Minimum Maximum Std. 

N Kshs Kshs Mean Deviation 

CABLE 0- 2 2860.93 2860.93 2860.9300 .00000 

KPLC TEAMS 20KM 

COST CABLE 20-
60KM 

2 12860.93 14878.24 13869.5850 1426.45358 

ONE POLE 0-
2 28247.96 320 I 0.60 30129.2800 2660.5 8826 

20KM 

22898.64 57617.96 42248.2540 1581 3.28701 

3 30408 .16 36256.40 4044. 200 2 

3 19485.00 89991.60 57 0.05 3 5549.0048 1 

5 5723.98 5723.98 572 .9800 .00000 

5 7819.98 9129.9 510.7 _o_ 

5 14749.98 26 

.\ ow c R 1'\ ·m II /J 11 1 




