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ABSTRACT

The purpose of this research was to examine therdetants of outsourcing decisions in
county governments in Kenya. The study was guidetiio specific objectives these are
to establish the status of outsourcing practicesomnty governments in Kenya and to
establish the determinants of outsourcing decisiotise county governments in Kenya.
A descriptive survey of all county government wasried out. The study used census
study design to collect data in all the 47 Courdyegnments. Primary data was collected
through the use of questionnaire administered leyrésearcher to chief procurement
officers. The analysis was done using descriptinalysis. Results were presented in
tables and charts. The study findings indicate tdhtthe 47 counties in Kenya do
outsource various activities ranging from IT seegido garbage collection services and
infrastructure development. The study found out sa@ing on cost and unavailability of
internal resources are strong determinants of autsty based on the response rate of
64%. Outsourcing also helped counties concentraténeir core activities as per 65%
approval of the respondents. The study recommdrasounty governments should only
opt to outsource services when the cost of outgagiis lower than the cost of providing
that service in house. County governments also bav@pportunity of delivering better
services through outsourcing firms with better veses like skilled workforce and
equipment.
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CHAPTER ONE: INTRODUCTION

1.1  Background of the Study

Barthélemy (2001) defined outsourcing as the deeitd outsource activities previously
made in-house by recurring to medium-long term exgents, also including the transfer
of activities and personnel to third parties. Redeandicates that the sheer size of
spending on outsourcing and active involvementogf tnanagement executives make
outsourcing decisions more strategic in an orgaiozaoday than ever (Willcocks,2010).
Since the 1980s there has been a trend of outsguachong organizations across various
industries starting with basic information syste(® outsourcing to advanced strategic
and transformational outsourcing, which involvessourcing of core and strategic

business functions (Schniederjans, 2007).

As Grossman andHelpman (2002) observed two conakeframeworks largely account

for outsourcing decisions. The first is the Tranigac Cost theory by Coarse (1937)
which has dominated literature on outsourcing decisuch as Williamson (1975 and
1986). This theory states that outsourcing perttnthe prohibitive costs of turning to

the market, which in turn induce firms to carry pubduction activities in-house instead
of disintegrating production. The other theoryhe Resource based theory (RBV) which
owes its origin to economist Penrose (1959). Thisoty concentrates with the core
competences approach to outsourcing decisions,ewfirar competitiveness arises from
out sourcing (Gainey&Klaas, 2003). This theoreti@iplanation points out that

improved productivity performance in a firm can &ained through specialisation in
production activities that provide core competenaed contracting out the rest. The
productivity enhancement stems from the extent hickv outsourcing enables firms to
procure what they do not know how to do and atsidume time develop in-house what

they do better than the suppliers dos.

In County Governments of Kenya, there have beerraéwhigh-profile success and
failures with the outsourcing county functions. €trcing is popular because it can

reduce costs, inject new investment without thelipukector organization having to



invest up-front, introduce new ways of working andovation, and sometimes improve
guality. It also means that public sector orgamirest carry fewer staff on their books and
there is greater flexibility due to not having tectle what to do with staff if their

function changes or disappears. Figgis and Griffit898) however observed that
Government decision-making process be prone taucapby those with a stake in the
decisions, such as bureaucrats and interest grdups.behaviors they stated lead to
excessive growth of the state and distorted aliocatf resources. In order to curb out
these groups and also promote efficiency competitidding through the tendering
process is carried out to attract a commerciallyivated operator who will have a

financial incentive to minimize the costs of theemdion .This competitive discipline is

absent in the public sector

1.1.1 TheConcept of Outsourcing

Outsourcing refers to the situation where a clierganization contracts with another
external supply organization for the provision efipheral business functions that could
equally be provided by a person, unit or departmeétitin the organization that requires
the function. There may be several of these contsh@greements operating in parallel
for a range of functions from a diversity of extrnsupply organizations. The

responsibility for the supervising and controlliofthese functions usually remains with

the client organization (Barrett & Baldry, 2003).

In the last two decades, businesses have beemirgiand restructuring their operations
in response to a changing world economy. Many finange responded to these pressures
by concentrating on their core functions and ‘fargniout’ their ancillary activities to
external service providers (Honor and Gareth, 1998)e ranges of government
activities, which have been contracted out in Westmuntries, include building and
equipment maintenance, cleaning, catering, prisanagement. Information technology,
telecommunications, waste management, mail servpeding, training, legal services,
security, library services, property managementicpadvice, payroll and accounting
services, economic forecasting, determining or adstering welfare entitlements,



auditing, recruitment, collecting revenue, healtiiec home and community care, and
transport (Domberger and Hall, 1996).

In the 1970s and 1980s, many governments begae-é&valuate their role, and to
examine which activities governments should be gimgain, and how they should be
carried out.(Domberger and Hall, 1996).Faced witbwing demand for government
services in a time of economic uncertainty, govesnts began to look for ways to
increase efficiency. Practices from the privatet@ecsuch as outsourcing, were
introduced on a substantial scale into the puldita. United Kingdom, United States
and New Zealand were in the forefront of theserme$o(Honor and Gareth, 1998).
Outsourcing properly planned, resourced and managed deliver significant

competitive advantage to companies and organizaiiomll sectors. But only when the
CEO plays a key role — taking crucial strategicislens, creating vital capabilities,
putting in place integrated management processgspplying effective monitoring and
evaluating mechanisms. This has to be done in wéwactors that determine the

perception of risks and benefits of outsourcingli@tcks, 2010).

Outsourcing is not new; private and public sectodies have always purchased some
outside goods and services. What marks the re@m@apments as a change from past
practices is the comprehensive application of cditnpe tendering and contracting to a
very wide range of government activities: the ‘el on wholesale contracting as
management philosophy’ (Hodge,1997). Governmerttusiism for contracting out has
largely been a result of the influence of econotheory on public sector management.
While the immediate impetus for the reforms wasdatdry pressure and the need to
reduce government spending, there was also a sttbegretical drive to model
government more along the lines of the private esses. The general move to a more
entrepreneurial focus for government indicates thké¢ all rational individuals,
government officials are self-interested and seefaximize their personal income and
influence (Alford and Neill, 1994). Officials witherefore strive to gain as large a budget
and as many staff as possible, regardless of thmlageeds of efficient administration.

Government decision making is said to be proneapture’ by those with a stake in the



decisions, such as bureaucrats and interest grdiese behaviors lead to excessive

growth of the state and distorted allocation obteses (Honor and Gareth, 1998)

1.1.2 County Governmentsof Kenya

County Governments of Kenya were established inCétnties (based on the 1992
Districts of Kenya), after the scheduled generat@bns in March 2013. The Counties'
names are set out in the First Schedule of the tfotisn of Kenya (GOK, 2010). The
structure of County Government largely mirrors tbathe National Government. The
County Governments consists of a County Assembly anCounty Executive. The
County Executive consists of the Governor, Deputyénor, and a maximum 10-
member County Executive Committee that is appoibiethe Governor and approved by
the County Assembly (The County Governments ActilZ20n order to ensure that a
system of checks and balances is imbedded in trergemg architecture, the County
Public Service that is established operates urueCounty Executive with the County
Assembly exercising oversight roles. The Constitutiequires the County Government
to decentralize its functions and provision ofsiésvices to the extent that is efficient and

practical to do so.

The Kenyan government strategic plan vision 208érsd by the ministry of devolution
and planning has singled out a Business Processo@gtng (BPO) as one of the six
pillars to drive the country to a medium develogednomy (Vision 2030 GOK, 2007).
In the short run, the government aims at achiedngp three position as a Business
Process Outsourcing destination in Africa. The psscof outsourcing in public entities
of Kenya county governments being one of them idegliby the public procurement act
2005 and also it's anchored in the new constitug6t0 under article 227 with public
procurement oversight authority (PPOA) and PubliocBrement Complaints, Review

and Appeals Board (PPCRAB) as monitory and ovetdigties.

According to Commission for Revenue Allocation KanfCRA) fiscal report (CRA,
2014), county governments account for 34% of ttal toudget for shareable revenue

allocation which translates to an amount of Ksh$ Bflion. Given this kind of budget



there are many opportunities for county governmentrovide better services for their
citizens in the fields of water and sanitation, Itheanfrastructure, education, financial
services etc. Most county governments are facel eapacity constraints in terms of
human resource and finances to enable them prefiéetive services. This situation
however presents them with opportunities to outsegome of these services in order to
improve service delivery. Some county governments hdwve existing outsourcing
agreements with private firms. The County governm@nNarok has outsourced its
revenue collection in Mara game reserve to Equatiykib(Narok, 2014). Other examples
include garbage collection to private companiebath Nairobi and Mombasa counties,
ICT services to Nairobi City Water and Sewerage @gamy (NCWSC) and auditing
services by professional auditing firms like ICPAK different counties. Towards this
end very, little research has been done to establisat determinants county managers

consider when making decision towards what ac#sitd in-source or out-source

1.2  Statement of the Problem

In their research Brown and Wilson (2005) found tatt the factors that influence the
decision on outsourcing fall in the following cabeigs cost, service improvement, access
world class services they might not get within dadk of resources.Outsourcing
contracts in public entities are compelled to ugdea competitive process, which ideally
expected to be transparent and fair as governgkebgrocurement act. This process also

should aim at achieving the one or more of theseaties.

There has been reported success and challengegjands to outsourcing experiences in
the county governments. Report by CRA (2014) raissdies concerning priorities
considered by county governments on allocationw¢gects leading to misuse of public
funds. The concerns being that big amounts of thenty revenues are wasted on non-
core administrative activities thereby reducing éimeount that is to be used on essential
services. Mars Group, (2011) observed that the rgatenterferences to procurement
services have given rise to recent scandals sutiea&nglo-Leasing security contracts,
maize importation, Free Primary Education (FPEY&jrsale of Grand Regency Hotel to

Libyan investors without following the due procegdaw. Triton Oil importation fraud,



sale of Kenya’'s Embassy in Japan and many othedatsy which relate to corruption in
public procurement, is a worrying Research Probl€ase in point is the County
government of Nairobi where millions of shillingsere reported lost through a scandal
that involved doubling of prices by its supplieStandard Newspaper commentary
(Sunday 27th Oct, 2013). Therefore, it is senstbl@utsource these activities, which
cannot be competently handle by the county goventniieence the need to find out the

determinants of outsourcing decisions within cougdyernments.

A great deal of literature has been devoted toystigdthis phenomenon of outsourcing
and its various aspects. The literature, thoudtast addressed a wide array of aspects of
outsourcing such as technical, motivational, calturorganizational, strategic,
operational, and performance related to primaigused on understanding outsourcing
phenomenon from a developed countries’ perspeciibe. literature does not address
determinants of outsourcing decisions from a deuelp country perspective more so
from a public management point of view. This vieaaiso supported in the research of
Ravi and Ramachandran (2011) where they observatl dtlvanced industrialized
economies such as the USA, Japan and Western Earepbe principal candidates for
the origin of outsourcing transactions. Locally @& (2002) concluded that outsourcing
is most prevalent in departments like human resufthance, and information
technology.Nyaboke et al (2013) concluded that ridep for public sector entities to
realize a competitive advantage from outsourcirgy trequire a strategic orientation.
This they observed can be done through strategatysis, rigorous vendor selection,
contract negotiation, and proper contract manageifiien existing literature so far has
addressed outsourcing from a private entity poinview. Given the fact that county
governments are still a new phenomenon in Kenyeetisevery limited research towards
outsourcing in county governments and specificallgterminants of outsourcing

decisions from a public entity point of view.

It is with this background the research attempteldridge the gap and to add to the body
of knowledge by answering the following questionhatv are the determinants of

outsourcing decisionsinCounty Governments of Kenya?



1.3  Research Objectives
The study was guided by the following objectives;

i.  To establish the status of outsourcing practingSdunty Governments of Kenya
ii. To establish the determinants of outsourcing dewssi in the County

Governments of Kenya

1.4  Valueof the Study

This study added on to the growing body knowledgstategy and public management
as far as determinants of outsourcing decisionscaneerned by providing the issues,

factors, and challenges of determinants of outsgia county Government of Kenya.

This study also important to the administration @bunty governments, the central
government of Kenya in general as the issues askehlem this study, and the findings
from the study will provide important insights thegtn be applied in future public sector
outsourcing that the counties engage in. The stisdyimportant to researchers,
academicians, and students of management as itpnoNide a reference point to
scholars. Therefore, further research can be daoig based on the recommendations

that will be provided by the study.



CHAPTER TWO: LITERATURE REVIEW

21  Introduction

This chapter covers the literature review. Firstheoretical review is provided focusing
on selected theories that explain outsourcing. @hbsories are resource-based view
(RBV) and Transaction Cost Economics (TCE). Presdsd is a summary of empirical
findings from authors from different parts of thend as well as a summary of the
researched literature in theories of outsourcing.

2.2 Theoretical Review

Throughout the literature, there is a lot of refee to theories that have been adopted in
the outsourcing literature. The two major categodee strategic and economic (Lee and
Kim, 1999). Strategic theories focus on how firnevelop and implement strategies to
achieve a chosen performance goal. Reference @seafrthis type include Game Theory,
Resource-Based View, Resource Dependency Theorg, Stnategic Management
Theories. Economic theories on the other hand foauthe coordination and governance
of economic agents regarding their transaction$ wach other. Agency Theory and
Transaction Cost Economics are this type of refsretheories. As Grossman and
Helpman (2002) observed two conceptual framewoakgely account for outsourcing
decisions. These are resource base view (RBV) aans#ction Cost Economics (TCE).

For the purposes of this study, the researcheiimiit themselves to these two theories.

221 ResourceBased Theory (RBV)

Resource based theory (RBV)owes its origin to eoposb Penrose (1959) who stated
that rather than emphasize market structures, ¢idigihted on firm heterogeneity and
proposed that the unique assets and capabilitidsnod were important factors giving
rise to imperfect competition and the attainmentsoper-normal profits. This theory
defines resources as tangible and intangible a#isetsare tied semi-permanently to a
firm (Wernerfelt, 1984). He further argued thatawses should be seen as “anything
which could be thought of as a strength or weakoéssgiven firm.”Others, especially

Barney (1999), have articulated this view by shgtithe emphasis from organizational



theory to the organization’s goal of reducing tineertainty and the dependency on other

organizations for its survival

Firms desire core competencies, which are uniquéhéoorganization and therefore
support the pursuit of competitive advantage. RBWoeptualizes firms as resource
bundles that are not only heterogeneous when cadpar other firms, but that persist
over time therefore making sustained competitiveaathge possible (Eisenhardt and
Martin, 2000). “What a firm wants to do is to ctea situation where its own resource
position directly or indirectly makes it more ddftilt for others to catch up” (Wernerfelt,

1984). In doing so, scholars suggest that the iem develop a bundle of resources,
which is valuable, rare, inimitable, and non-sitbsble, known as VRIN, that can

enable achievement of sustained competitive adganfgisenhardt & Martin, 2000).

These VRIN resources are particularly useful whey tomplement each other in such a

way to form core competencies.

Core competencies are critical capacities of tha in delivering value to customers,

which result from harmonizing resources, such @sasts of technology, work structures,
and value delivery (Prahalad and Hamel, 1990). rfBigedt and Martin (2000) suggest
that when VRIN resources and their related actisitytems have complementarities, the
likelihood of sustained competitive advantage iprioved. Core competencies are very
important in making outsourcing decisions. As susbholars have discussed their
characteristics in general as well as in the cardéxutsourcing. Today, many embrace
the notion that core competencies are retainedousé, while other capabilities are
purchased. Dobrzykowski and Tarafdar (2008) sugghstt business processes
characterized as a core competence of the firnlilkeky to be performed internally and

those characterized as a noncore competence birthare likely to be outsourced.

Although RBV has received, numerous supports itstrdmution as base theories for
strategic outsourcing it has also gotten its sludreritics. Laursen and Mahnke (2001)
notes that strategic capabilities and resourceftea hard to identify in practice and

often remain limited to current activities of anfir They add that the resource-based view



helps little to understand switching costs relatedertical disintegration fails to relate
outsourcing to competitive dynamics and downplaysjiterm consequences on dynamic
capabilities. Priem and Butler (2001) denote theoignce of the characteristics of
demand as the main failing. Fahy andSmithee (186@@)that the theory’s static view on
competition will likely lead to difficulties (comhed with a lack of empirical validation).
This raises doubts to the effective applicatiothef resource-based view for outsourcing,

certainly for operational control.

2.2.2 Transaction Cost Economic

The Transaction Cost Economic (TCE) approach deeeloout of the institutional
economics of Commons and the analysis of admititrdoehaviour by the Carnegie
school (Winch, 1989). This approach emerges fragretonomist Coase’s seminal work,
in which he advances his theory of the existendé&mf and argued that, in the absence
of transaction costs, there is no economic bagsidhfe existence of the firm (Coase,
1937). TCE recognises that there are costs of usi@gricing system and those costs
give rise to various forms of economic organisaig@oase, 1988). It represents a major
attempt to combine economic and sociological petsges on industrial organisation
(Winch, 1989). This analysis supersedes neocldsstcenomic analysis, which assumes
that economic activities can be coordinated costlgsa system of prices. Neoclassical
theory is ‘simply a rhetorical device adopted toilfeate discussion of the price system’
(Demsetz, 1991) and tells nothing about the orgaioisal structure (Hart, 1990).

Transaction costs are the costs of running the aoansystem (Arrow, 1969). Such
costs are the economic equivalent of friction irygbtal systems and one distinguished
from production costs (Williamson, 1985). TCE posée problem of economic
organisation as a problem of contracting and assuha (1) human agents are subject to
bounded rationality, where behaviour is ‘intendational but only limitedly so’ (Simon,
1961), and (2) is given to opportunism, which oadition of ‘self-interest seeking with
guile’ (Williamson, 1985).

10



The essential insight of TCE is that in order toremmise on the total cost of a good or
service, both production costs and transactionsamstst be taken into account (Winch,
2006). A production technique that has the lowesdpction costs might not be the
economising choice if transaction costs are alkertanto account (Winch, 2001). While
a traditional economic analysis can identify thestnefficient choice of production
technique, it cannot explain the most effective ol¢hat production technique (Winch,
2006). It is noteworthy that transaction costs always assessed in a comparative
institutional way (Williamson, 1996). Empirical esrch on transaction cost issues
remains whether organisational relations align wiltle attributes of transactions as

predicted by transaction cost reasoning or notl{&@ison, 1985).

Risk allocation in outsourced contracts are suitablbe viewed from a TCE perspective
because any issue that can be formulated as aacting problem can be investigated to
advantage in transaction cost economising termdli@ison, 1985). The suitability also
arises from many features of outsourcing, whicHuite incomplete contracting, long-
term partnership, investment into assets, compieeainty, etc. (Jin andDoloi, 2008).
In this paper, it is submitted that, concisely, @$iog a strategy for allocating a given risk
could actually be viewed as the process of decitlegproportion of risk management
responsibility between internal and external orgaimons based on a series of

characteristics of the risk management service (Rik#Bsaction in question.

The physical and human asset specificities arentagr characteristics of an RMS
transaction in an outsourced contract becauselibaythe most relevant and influential
ramification. Whilst the problems of physical asspeecificity arise post-contract through
‘fundamental transformation’ (Williamson, 1985) aesbecially relate to particular types
of civil engineering projects, human asset spatjfics more widely relevant to

construction projects because detailed knowledgels in a firm, usually by a relatively
small number of people (Walker & Chau, 1999). Thestrimportant specified human
assets in RMS transaction would be the organisatioapability of managing a given
risk (Jin andDoloi, 2008).

11



Transaction frequency is another major characterdtan RMS transaction. Although it
is low in construction, often effectively unity fanost client-supplier dyads (Winch,
2002), this is one of the areas in which many téiesme making changes with the aim of
achieving learning benefits. Transaction frequensy expected to influence the
governance over RMS transaction because outsouparsg indicates a higher level of
transaction frequency due to its long-term commith®Villiamson, 1996). Uncertainty
is the third major characteristic. Outsourced atotis usually bear the feature of much
prolonged uncertainty due to the period of lifeeyahd the difficulty in foreseeing future

uncertainties, especially those inherent in lat@ges.

A public partner could manage a risk entirely inub® (hierarchy). Transaction costs may
include the cost of setting up a team and monigpitis performance, among others. This
is the case when asset specificity is relativelghhand combined with high levels of
uncertainty (Williamson, 1996). Arguably, transaatiand production costs are lower
than the costs for the same level of RMS procuhedugh the market. Otherwise, a
public partner may purchase the required RMS dwntirem the market or carry out the
task together with a supplier. Transaction costy malude the cost of devising the
service contract and monitoring the service pravideong others. This is the case when
asset specificity is relatively low and consequemntiarket power prevails (Williamson,
1996). The current industrial practices are ingad&d against these TCE principles in

the case study.

The application of transaction-cost economics tts@wrcing implies that uncertainty in
demand; asset specificity and frequency of trammastdetermine the governance
structure. From these factors, specifically thejdiency of transactions and uncertainty
might have an impact on control mechanisms andopegnce management in serene
provision. The factor asset specificity contributesaking outsourcing decisions but also
might cause dependencies in the buyer-suppliertioathip affecting operations

management

12



Academics have questioned the validity of transaetiost economics. Ghoshal and
Moran (1996) mention that they consider the pobsibfor fostering opportunistic
behavior the main flaw of the theory, even thoughli&hson (1998) mentions this
explicitly as part of the theory; that latter pamit is reiterated by Grover and Malhotra
(2003) who also question of the role of uncertaimy necessitating hierarchical
governance. Some argue that basing inter-orgaargdtidecisions on transaction costs
alone could undermine the collaborative benefitd tre transaction value of inter-firm
collaborations (Sturgeon and Lee, 2001). Laursed Mtahnke (2001) adds that
transaction-cost economics black boxes historicaltext, interrelationships between
transactions as well as long-term consequenceswidary choices. It all indicates that
this theory might have difficultly to describe dgon making on outsourcing and the
impact on operational management.

2.3 Outsourcing Decisions and Deter minants

According to Brown and Wilson, (200%he factors that influence the decision on
outsourcing fall in the following categories, cosgrvice improvement, access world
class services they might not get within and laickesources.

2.3.1 Operating Cost

This variable was a measure of the customers onthew considered outsourcing would
help in reducing the operating cost in their orgations (E-Business, 2008). The three areas
being measured would be the capital investmentheas and fixed cost and space. Capital
investment is a measure of the extent on how outsoy would help and has positive
impact in reducing capital investment such equipreebuilding and land for instance to
reduce operating cost. By outsourcing non-core aijmar function areas, inevitably, some
portion of capital investment could be saved arelitivestment fund could be diverted to
core business investment to bring in more revehwudise companiesThe fund could also be
used on researching and generating new market segrte development§Das and Handfield,
2007)
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2.3.2 Improve Focuson Services

This following variable is the measure of the custos on how they considered outsourcing
would help to improve company focus in their orgation (Das and Handfield, 2007).
There would be one area being measured on divaeswmurce to support core function that
was to focus on new product development and explene service delivery within the
government institutions. As per the literature eswithe benefits of outsourcing article cited
that by outsourcing, resources could be divertedratue add activities that increased
shareholder values in a business scenario. Byrgiifte resource to focus on core business
and new product development, this would signifigaptoduce a tremendous impact to the
county in exploring new market segment and reap oestomers to boost the revenues

profitably of the county governments(Das and Hagldfi2007).

2.3.3 Gain Accessto World Class Capability

This variable is a measure of the impact of outsiagrin gaining the access to excellent
capability. Customers would be measured on howoouting would help with the access of
supplier’'s best in class specialist, latest andh afficiency technology that could produce
higher yield rate and would they gain the acces$aifer-established tools and support
infrastructure at the supplier sit€ooper and Schindler, 2008Jost of the suppliers that are
specialized in their core service provider functlmave the best in class specialist that has
sound technical and hands-on experiences engineegecialists compared to outsourcer
that were not specialized in the non-core busiaesa. Suppliers would be able to provide
the content expert resource that would supporteéfairement effectively and efficiently as

deemed specialigCooper and Schindler, 2003)

2.3.4 Unavailability of I nternal Resour ces

In manufacturing operation industry, majority oftlkompanies outsource due to the
unavailability of internal resources that was aitémfor the manufacturer to meet the
customer requirements. This is also one of the@agactors quoted by the Outsourcing
institute in the literature review that led to auiscing decisionfCooper and Schindler,
2003) Likewise, to county governments, they do not ham®ugh manpower and

resources to do all the functions and services dopje. By outsourcing non-core
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function, this would create space and capacityilfiéty for the county governments to
support the core business function and servicesomgss upside demand. Noncore
business could be negotiated for lower cost byautsng to service providers if the bulk
of the volume came from the outsourcer that coutdegate the service provider's
revenue. This could be a win-win situation for b@bunties and organizatiqi©€ooper
and Schindler, 2003)

2.3.5 Outsourcing Decision

The dependent variable of this research framewtuklyswould be the outsourcing
decision, which would be measured in terms of thesieration of outsourcing decision.
The benefits of outsourcing varied from one orgathin to another and the initiative to
seek outsourcing strategy would also depend onnthturity of the organization in
planning for strategic advantage and compete inctirapetitive market environment
(Cooper and Schindler, 2003)

24  Empirical Literature Review on Outsourcing

Theories such as transaction cost economics themagt of core competency and
several others, a number of studies on have toashtlerstand and explain the various
facets, including determinants, motivations, ansksi of outsourcing. Outsourcing
decision is often seen as a rational decision byagement motivated by expectations to
generate several benefits such as to reduce artdokcaost. Secondly, to exploit the
assumed economies of scale and scope offered bgutiseurcing vendors (Janko and
Koch, 2005). Thirdly, to improve management’s fo@rs core competencies and get
access to new technical skills and knowledge basaugmenting the organizations’ skill
and knowledge gap (Casale, 2001). Fourthly, to awprcertain institutional aspects such
as structure of the organization, style of managgemeastly, complementarily of
organizational design to gain competitive advanthgeachieving an unique winning
combination offing-house capabilities with thattb& outsourcing vendors; to mitigate
technological risk and uncertainty (McLellan, Mdmp & Beamish,1995) and to

improve overall business performance, achieve ggdeprovisation and enhance

15



customer service (Chris, Stephen & Christine,208d)l for other strategic motives
(Willcocks, 2010).

These studies collectively indicate that the mansage’s intent behind outsourcing into
realizes a range of tactical, business, and stcabEmefits it offers. Some of the studies
observed that, in practice, outsourcing decisioasoéen driven by management’s desire
to transform fixed costs to variable costs (Baldw2901). These reasons are also
supported by Gitaari (2011) who conducted a studilil, found cost reduction, and
focus to core businesses the main drive towardsoauting and that it played a big role
in achieving business objectives.

Other major benefits the management expects fram tutsourcing engagements are
convenience and flexibility in development, implertation and scaling up of projects,
change management, protection against technidglared improvement in productivity
and service quality (Chin, 2003). Koch (2008) cadeld that outsourcing enables the
organization to better manage the business anchiaegimnal knowledge and generate
superior business intelligence, enable rapid intiomaand introduction of new
products/services. DiRomualdo and Gurbaxani (1988) e identified that after initial
years after the land mark deal of Kodak, outsogrdias moved into the realm of
strategic management as organizations startedrigdieyond the tactical and operational
benefits that the outsourcing engagements pronaseffer. In their widely cited study,
the authors concluded that organizations engageuisourcing often with a strategic
intent to achieve substantial improvisation of Iidabusiness processes, innovation,
customer service, and gain overall business effogie These conclusions were well

supported by the subsequent research in this @ire@villcocks, 2010).

Kumar and Natarajan (2011) in their study on fex@ifecting outsourcing decisions in
Indian banks concluded that the impacts of percebenefits, perceived roadblocks, and
perceived criticality on the attitudes towards outsing were found to be strong and
statistically significant. The impact of perceivetsk was weak and statistically
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insignificant. The model explaining the combinedpant of these four factors on

outsourcing attitudes was also statistically sigaift.

Assaf and Hassanain (2011) undertook a comprelensview of the published
literature in the domain of outsourcing maintenaservices undertaken for the purpose
of identifying and synthesizing the knowledge arpadaining to the factors that affect
outsourcing decisions and found then to be strategiconomic, management,
technological, function characteristics, and qyalyaboke et al (2013) in their analysis
of outsourcing concluded that in order for publities to realizing a competitive
advantage from outsourcing they required a strategentation. This they observed can
be done through strategic analysis, rigorous verseétection, contract negotiation and

proper contract management

25  Summary of Literature Review

Although TCE theory is used widely, the resultsoatsourcing recommended by TCE
are not always confirmed, presenting anomalies iaadfficiencies when determining
firms’ boundaries. To overcome these limitatioresjesal academic papers have indicated
recently that the study of outsourcing should adesboth the TCE and RBV theories,
addressing a former existing gap in the literat(Werbeke, 2002 However, these
studies do not offer clearly mechanisms to combioté theories, thereby establishing an

important gap to be addressed.

Research on outsourcing phenomenon in the contexdutsourcing among county
governments is lacking and can provide several msights on outsourcing decisions.
Hansen (2008).supported this views when he furbbserved that the existing literature
does not address outsourcing from the developingntcy perspective. This study
attempts this Gap to bridge. The literature shdwas there is a lot of research, which has
been done on the determinants of outsourcing witiencompanies both in Kenya and
abroad. However, there is no literature concerrdiegisions making of outsourcing
within County governments in Kenya since they aee.nTherefore, this research will be

in a position to close this gap on county governsentsourcing decisions
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter explains the methodology used to conand report the research findings.
Orodho (2007) says that it is the approach by, ke meaning of data is extracted and
it is a continuous process. The research methogaogs the direction to follow to get
answers to issues that are of concern. It is divid® the following sub-topics. Research
design, the target population, the sampling stsatdgta collection methods, instruments,

data collection procedure, data processing, aniysisa

3.2  Research Design

Descriptive survey method of all counties was cateldt This study aimed at
establishing the determinants of outsourcing decisn county governments in Kenya.
Descriptive survey is a method of collecting infation by interviewing or
administering a questionnaire to a sample of irlials (Orodho, 2007). Kothari (2004)
states that descriptive studies are not only sttito facts finding, but also might often
results in the formulation of important principleisknowledge and solution to significant
problems. This design was therefore, adopted fersttudy as it enabled the researcher in
obtaining a cross-referencing data and some indeperconfirmation of data, as well as
a range of options.

3.3  Population of Study

The population of study was all the county govemtimeof Kenya. According to

Constitution of Kenya 2010, there are forty-sevdi) (counties (Appendix II). The
researcher conducted a census for the study, whiaived collection of information

about each member of the population. A censusegunf all the counties was
appropriate, as the number, of the population waslarge. The county administrative
headquarters are spread all over the country withr tadministration headquarters
located at accessible regions.
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34 Data Collection

For this study, primary data was collected usingsgjonnaires that were structured to
meet the objectives of the study. The use of pynata was proposed given that there
are no studies, which have been conducted preyionghis field. The researcher used
closed ended questions, which were ranked basé¢leonikert scale with five being the
highest score and one the lowest. The target relgods were the supply chain directors.
For this study, the choice of the above person edasidered appropriate given their
technical expertise and administrational positibime researcher to enhance the response

rate personally administered the questionnaires.

35 Data Analysis

Mugenda and Mugenda (2009) summarize it as theegsoof bringing order, structure
and meaning to the mass of information collectefterAhe fieldwork before analysis, all
the questionnaires were adequately checked forwadaification. The data was tabulated
and classified accordingly in line with the objges of the study The data was then
analysed through descriptive analysis where fregesntallies and percentages were
used to interpret the results. The results wersgmted through pie charts, and tables

where necessary.
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CHAPTER FOUR: DATA ANALYSISAND PRESENTATION OF RESULTS

4.1  Introduction tothe Chapter

This chapter presents the research findings thraaga analysis and presentation of the
results. The chapter is organized as follows, tingt Section is the county profile
followed by outsourcing practices, determinantsoofsourcing decisions in county
governments in Kenya and finally a discussion &f findings. The data is presented in
the form of tables, frequencies percentages andhags where possible and in line with

research design and objectives.

4.2  County Profile

A county profile allows the administration of a ey to establish what kind of resources
and capacity constraints it posses compared witliossronomic activities and the
demand for service delivery within the county Thaspects impact in determining the
type of service it can best outsource. The purpafsthis section is to find out the
demographics of counties and how these factorganfie the demand for public service
which in turn determines the services which aresautced. Kenya is divided into forty
seven counties as set out by first schedule ottmstitution of Kenya. They have been
in operation for only one and half years after geaeral elections of March 2013 hence
the county administrations have not gathered enaxgierience in running the county

affairs.

The size of a county and its population density dotp a lot of the kind of service
delivery it offers. Counties occupy total area @&1309.0 square kilometres with
Turkana as the biggest county at 71,597.8 squdmané&ires while the smallest is
Mombasa at 212 square kilometres. The total populadf Kenya is estimated at 43
million with an annual average population growtheraf 2.4%. From the findings
Nairobi County is the most populated county comgate other counties with an
estimated population of 3,138,369 while Lamu is l&st populated County with an
estimated population 001,539 It was noted that the counties with high populatio

density also had a higher number of outsourcedcgrlike Nairobi and Mombasa.
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The major socio-economic activity in a county teridsinfluence the outsourcing
activities carried out in that area. Kitui, Margabilandera, Samburu, Tana River,
Turkana and West Pokot have poverty levels abov@erOcent. The major economic
activity in these counties is pastoralism. Thesentes are also characterized by
relatively weak infrastructure and poor accessublip services. It was found that the
major activities outsourced revolved around waign@ation and animal husbandry. On
the other hand counties like Nairobi, Kiambu, Kyaga, Nyeri and Meru top the country
in terms of wealth. Agriculture remains the mospartant economic activity followed
by manufacturing. It was found out that the outsedractivities involved infrastructure
and service industry.

4.3 Out Sourcing Practices

Outsourcing is an organization’s chance to imprélve available process in many
aspects. However, outsourcing is not easy, andatis to be well planned and therefore,
it is very important to assess and identify thetdec that are involved before an
organization decides to outsource some functionghis regard the researcher sought to
investigate the status of outsourcing within thartg government. Therefore, the study
sought to know whether the County government outgsuor not and what kind of
activities are outsourced. From the findings alury governments do outsource
different activities. Therefore, it is true to sthat outsourcing is taking place within
county governments to larger extent. The studyh@rrisought to know the number of
activities that are being outsourced within thertgigovernment. The result is shown in
Figure 4.1
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Figure4.1: Number of Activities Outsourced by the County Gover nment

How many activities are you currently outsourcing

B 0-2 Activities
[ 3-5 Activities
O& and abave

Source Research Data, 2014.

From Figure 4.1, 53.19% of the counties outsourbetiveen 0-2 activities, the
remaining counties, and 23.40% outsourced betweé&na8tivities while the same
percentage outsourced six activities and abovereftme, outsourcing activities is
imminent in county governments just like in corgomas and private companies. Most
activities outsourced like in Nairobi County inctué&-payments, that is IT services for
the parking and water services. and infrastruatiereelopment This is mostly outsourced
due to lack of human resource capacity and capitedstment required to provide the
service to the residents. Kisumu County outsougaebage collection and most counties
across Kenya including Nyamira, Kisii, Nakuru alsoitsource this activity. The
respondents claims that it is cheaper and effictentoutsource these activities as

compared if they could do them by themselves.
4.4  Determinants of Outsourcing Practices

Outsourcing decision is often seen as a rationeisae by management motivated by

expectations to generate several benefits. Thereforanalysis of its determinants helps
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to understand and explain the various facets cogaternments look at when making
outsourcing decisionsThis study looked at four determinants and the ifigsl are
outlined below.

4.4.1 Reduce Operating Cost

The key driver for many outsourcing decisions ie teduction in the cost of labour,
materials, and parts. The function is outsourcedmthe in-house costs are higher than
the anticipated costs for outsourcing the functibimerefore, the higher the internal cost
to perform the function relative to the anticipataast of outsourcing, the greater the
probability of outsourcing. The study sought toedetine whether outsourcing reduces
operating cost within the County or not. The firgnwere recorded as presented in
Figure 4.2

Figure 4.2: Outsourcing and Cost of Capital

Outsourcing reduces the cost of capital investment in the county

] Strongly agreed
B agreed
ot sure

Source Research Data, 2014.

From Figure 4.2, 59.57% of the respondents stroaghgeed that outsourcing helps in

reducing the cost of capital investment within dwinty, 34.04% of the respondents
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agreed with the same statement while 6.38% ofd@¢lpandents were not sure. Therefore,
the researcher concluded that outsourcing redbeemitial capital outlay for investment
within the county hence is a determinant factor.

The study further sought to know whether outsograi@duces labour cost within the
County governments. The findings shows that 29.8%h® respondents strongly agreed
that outsourcing of activities reduces cost ofrgriabour, 57.4% of the respondent
agreed while 12.8% of the respondents were not Simerefore, outsourcing reduces the
cost of hiring labour in County government.

442 AccesstoWorld Class Capability

Outsourcing providers bring world-class resourcasiéet the needs of their users, where
these skills do not exist in-house. In principletsmurcing can provide access to best in
the world quality and competitive advanta@be study sought to know whether
outsourcing results to increased suppliers with temlinology to the county government

or not. The results are showed in Table 4.1

Table4.1: Bringslatest Technology in the Counties

Level of Agreement Frequency Percent
Strongly agreed 22 46.8 %
Agreed 21 44.7 %
Not sure 4 8.5%

Total 47 100.0 %

Source Research Data, 2014.

From Table 4.1, 46.8% of the respondents strongseed that outsourcing brings
suppliers with latest technology on board in Coumgvernment. 44.7% of the
respondents agreed and 8.5% of the respondents me¢rsure. It can therefore, be
concluded that outsourcing brings suppliers withw neechnology to the County

government.

The study also sought to know whether outsourc#agld to acquisition of new ideas or

not. The findings are recorded in Table 4.2
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Table 4.2: Acquisition of New Ideaswithin the County.

Level of Agreement Frequency Percent
Strongly agreed 7 149 %
Agreed 7 149 %
Disagree 26 55.3 %
Not sure 7 14.9 %
Total 47 100.00 %

Source Research Data, 2014.

From Table 4.2, 14.9% of the respondents stronglgead and agreed respectively with
the statement that outsourcing leads to acquisagfomew ideas in County, 55.3% of the
respondent disagreed with that statement while%4®9the respondents were not sure.
Therefore, the study concludes that outsourcing cmé¢ necessarily leads to acquisition

of new skills within county governments.

4.4.3 Unavailability of Internal Resour ces

Organizations may be particularly impacted by & lafcresources. In such cases, the best
alternative may be to acquire the needed resouroes a contractor. Access to the
people with specialized skills may be an issue #fggcts the outsourcing decision. In
general, a function is more likely to be outsourddtiere is a lack of internal resources
to perform it. The study sought to know whethersoutcing helps in providing
unavailable resources within County government. filndings are as follows, the study
sought to know whether outsourcing help the cotimtsiccess personnel and equipment
which they could not afford to hire due to finahatanstraints or not. The results were
recorded in Table 4.3.

Table4.3: Accessto New Skilled Personnel.

Level of Agreemen Frequency Per cent
Strongly agreed 19 40.4%
Agreed 24 51.1%
Not sure 4 8.5%
Total 47 100.0%

Source Research Data, 2014.
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From Table 4.3, 40.4% of the respondents stroagjieed that outsourcing helps in
acquiring personnel with skills, which might not piesent in the county, 51.1% agreed
while 8.5% of the respondents were not sure withdfatement. From the findings over
90% of the respondents were agreeable to the itteean therefore be concluded that
outsourcing does help county government accedsakiersonnel
The study sought to know whether outsourcing resmltover reliance on vendors. The

results are recorded in Table 4.4.

Table4.4: Over reliance on Vendors Within the County

Level of Agreement Frequency Percent
Agreed 10 21.3%
Not sure 33 70.2%
Disagree 4 8.5%
Total a7 100.0%

Source Research Data, 2014.

From Table 4.4, 21.3% of the respondent agreed dh&tourcing might bring over
reliance on the vendors, 70.2% were not sure whbéo disagreed with the statement.
From the findings it can be concluded that the sadpnts were not really sure whether

outsourcing brought over reliance within the county

444 Focusin CoreBusiness

The most strategic factor influencing the outsawyalecision is to allow the organization
to focus on its core activities. The decision oaatly what function is core should have
bearing on whether or not to outsource théihe study sought to know whether

outsourcing helps the County Government to focubencore activities.
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Figure4.3: Focusin Core Business

Source Research Data, 20.

From Figure 4.345% of the respondentstrongly agree that outsourcing helps
County government in focusing in the core actigiti20% agrees, 10% of t
respondentsvere not sure, while 20% of the respondent strodgdggreeThe findings

reveal that outsourcing Ips the Counties to focus on the core busi

45  Discussion of Findings

The objective of this study was to establthe determinants odutsourcing decisions
within the county governmes in Kenya. The study findingadicate that all of the 4
counties in Kenya do outsource various activ ranging fom IT services tcgarbage
collection serviceand infrastructure developm: The resultshows thaover 93% of the
respondents stronglggreed that outsourcing redu the cost of operatic within the
county Therefore, the researcher conwed that cost is a strong determinant
outsourcing decisionwithin the county governmeni4.9% of therespondents strongly
agreed with the statement that outsourcing leadstuisition of new ideas in Coun
while 55.3% of the respondent disagreed with that statemile 14.9% of the
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respondents were not sure. Therefore, the studgludes that outsourcing does not
necessarily leads to acquisition of new skills wittounty governments.

The study found out that unavailability of intermakources is a strong determinant of
outsourcing based on the response rate of 64%réduits also showed that outsourcing
also helped counties concentrate on its core #esvias per 65% approval of the

respondents.
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CHAPTER FIVE: SUMMARY, DISCUSSIONS, CONCLUSIONS AND
RECOMMENDATIONS.

5.1 Introduction

This chapter presents the summary of the studyclasions, recommendations and

suggestions for further research.

5.2 Summary of Findings

The purpose of this research was to examine tlerdetants of outsourcing decisions in
county governments in Kenya. The study was guidetiio specific objectives these are
to establish the status of outsourcing practicesounty governments in Kenya and to
establish the determinants of outsourcing decisiotise county governments in Kenya.
A descriptive survey of all county government wasried out. The study used census
study design to collect data in all the 47 Courdyegnments. Primary data was collected
through the use of questionnaire administered leyrésearcher to chief procurement
officers. The analysis was done using descriptinalysis. Results were presented in
tables and charts. The study findings indicate #dhtthe 47 counties in Kenya do
outsource various activities ranging from IT seegido garbage collection services and
infrastructure development. The study found out sa@ing on cost and unavailability of
internal resources are strong determinants of autsty based on the response rate of
64%. Outsourcing also helped counties concentraténeir core activities as per 65%
approval of the respondents. The study recommdrasounty governments should only
opt to outsource services when the cost of outgogiis lower than the cost of providing
that service in house. County governments also tev@pportunity of delivering better
services through outsourcing firms with better veses like skilled workforce and

equipment.

53  Discussion

Outsourcing decisions are those strategic decidlmatschange the operations strategy of
an organization in both government institutions pnidate sectors. The findings from the
study indicate that all of the 47 Counties do makes strategic decision before

outsourcing hence leading them to outsource. Denfandutsourcing is a result of
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demand for organizational products and servicesthgy target audience. Based on
organizational estimate of total turnover, practicmanagers can attempt to establish the
nature and type of outsourcing required to thaeessed goal (Uddin, 2005). Governors
do make strategic decisions concerning outsoure@nd the continuous demand of
efficient work delivery forces the County governrém outsource most of the services
they provide to the citizens. Most Counties outseunore than two activities as shown
in the findings with 52% showing that. The findiogncludes that there is high level of

outsourcing within the county government in Kenya.

Organizations and Companies will opt for outsougciwhen externalization of certain
value chain phases allows them to reduce costs,when de-internalizing has more
advantages than in-house production. The techredbggvolution that has taken place in
last decades has allowed for a significant drophie costs associated with finding
information, transport communication, and businessordination, lowering the
transaction costs, and augmenting the possibilii@soutsourcing. This study finds
similar results on outsourcing in the County goweents. 93.61% of the respondents
agreed with the fact that outsourcing reduces tie# of capital investment within the
county. It reduces the cost of hiring workers anehegally allows the County
governments to be more efficient in service delivéssing the transaction cost theory,
outsourcing would entail a variety of coordinatiomsts associated with various aspects
of inter-firm transactions. Search costs as to firelright supplier, negotiation costs, and
costs to design the contract and the incompletéracts problem, coordination costs,
technology transfer risks, etc. have to be consleiAt the same time, firms or
organization, which outsource production searcbbt@in two, types of advantages: first,
an increase of flexibility for adapting to changeslemand and technological conditions
and, second, a reduction in production cost. Tleeethe study concluded that cost is an

important factor that determines outsourcing deasiwithin the county governments.

From the findings in the study, 71% of the responslestrongly agree that outsourcing
increases the availability of the specialist irfetént sectors within the county and brings
suppliers with the latest technology onboard. Thisue as the same findings are echoed

by Jobs (2005) who states that the Countries agdnization are supplementing their
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internal labour inefficiencies by outsourcing adgsttenables them to overcome
technological inadequacies. This is also a detentifiactor in outsourcing decisions.
Availability of suppliers and resources is anotfaator that influences the decision that
is being made before outsourcing. Over 91.56% efréspondents strongly agreed that
outsourcing helps in acquiring personnel with skilvhich might not be present in the
county. In a competitive market where the Countywegoment cannot afford the

gualified personnel in various sectors, they wdlfbrced to outsource.

54  Conclusions
In trying to establish the factors that influen@egsourcing decision within the county
governments in Kenya, the study found the followiactors to be the most important,

i.  Cost- cost is one of the factors that determinetldrethe County government is
going to outsource or not. In most cases, theyaml outsource when the cost of
outsourcing is cheaper that the cost of providivag service by themselves.

ii.  Availability of personnel- where the market for kdorce is too competitive, the
county government will opt to outsource since tigtodhat they will be able to
bring more qualified personnel to handle their sy more effectively.

iii.  Availability of resources- this will influence the#ecision to outsource or not to

outsource.

5,5  Limitations of the Study

This study was limited by the following factors:-

Some respondents that were approached were rdlurctgining information demanding
incentives to participate in the study. The rededrandled the problem by carrying out
an introduction letter from the university and assyithe respondent that the information

will be used purely for academic purposes.

Some respondents refused to be interviewed altegetiowever the challenge was
minimized by asking the respondents not to indicdteir names on the research
instrument as well as assuring them that the rekeaill only for academic purpose.

Other limiting factors were financial constraintslaavailability of time.
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5.6 Recommendations

On the basis of the above conclusions, the follgwiacommendations were made for
Determinants of outsourcing decisions in Kenyaonfrthe findings the study recommends
that County governments should only outsource sesvivhen the cost of outsourcing is
lower than the cost of providing that service intdly. Secondly, outsourcing will help in

improving service delivery where the County goveentrhas no capacity or work force to
do that work hence the need for outsourcing. Cogiatyernments should also outsource
non-basic activities to help the concentrate thmsus and limited resources to their core

activities.

From the findings the study also recommends thaenstudies should be done in the
County governments to improve administration of #munty government service
delivery. They should interrogate the study so thean be improved, as it is the first of

its kind to be carried out in Kenya.

5.7 Areasof Further Study

This study sought to assess the determinants o$oording decisions in county

governments in Kenya with particular interest i thtatus of outsourcing practices in
county governments in Kenya and to establish theradenants of outsourcing decisions in
the county governments in Kenya. Although the statigined these, it mainly focused on
the major factors. There is need to replicate thdysso as to find out if there are any other

determinants of outsourcing decisions in countyegoments in Kenya.
The there is need to conduct a similar study which attempt to find out Factors

hindering outsourcing within the County governmentKenya and Ways to improve

outsourcing services within County governments @ny@a
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Appendix 1: Questionnaire

This questionnaire is aimed at collecting data ireglufor a study entitledeterminants

of outsourcing decisions within the counties governments in Kenya. Your participation

in completing the questionnaire is essential te #tudy and respondents are kindly
requested to complete the questionnaire and giyeadditional information they might
feel is necessary for the study. The information poovide will be used for academic
purposes and will be treated with utmost confidsityi

Section 1: County Profile

Instructions

Please tick one in the bracket in front of the naggiropriate items; where an explanation
is required use the spaces provided

1. What is your Designation?

2. Are you currently outsourcing? Yes{ } No{ }

3. How many outsourcing activities are currently rumgnin the county 0-2[ ] 3-5
[15 and above [ ]

4. What are some of the activities you are currently

(o101 Ko 10 | (ol o PP
Section B:  Reduce Operating Cost
1. Using a scale of 1 to 5 where 1-strongly agreagee, 3- Not sure, 4- disagree,

5- strongly disagree. To what extent do you agrigle thie following statements

about outsourcing on operating cost

Statement 1 2 3 4 5

Outsourcing reduces the cost of capjtal
investment in the county
Fixed and overhead cost are reduced when
the county outsourced services

Outsourcing creates space for other serviges
to be properly delivered hence determines
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outsourcing decisions

Outsourcing is very expensive hence
determines outsourcing decisions
Outsourcing help in Focus on new product
development and explore new market
segment within the county

Outsourcing leads to cost cutting / labor
arbitragetherefore helps in outsourcing
decisions

Section C: Accessto World Class Capability
1. Using a scale of 1 to 5 where 1-strongly agreeg2ee, 3- Not sure, 4- disagree,
5- strongly disagree. To what extent do you agrigle thie following statements

about outsourcing on operating cost

Statement 1 2 3 4 5

Outsourcing increases availability of
specialist in different sectors within the
county

Outsourcing brings the suppliers with late
technology on board

Outsourcing helps in acquiring new
equipment’s without spending money on
them within the county

Outsourcing leads to acquisition of new
ideas within the county

Outsourcing help in establishing tools and
alternative support within the countyhence
determines outsourcing decisions

U)
—

Access to new and updated technologies|on
continuous basis
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Section E: Unavailability of Internal Resour ces

1. Using a scale of 1 to 5 where 1-strongly agre@ageee, 3- Not sure, 4- disagree,
5- strongly disagree. To what extent do you agrigle thie following statements
about outsourcing on operating cost

Statement 1 2 3 4 5

Outsourcing increases Data security withi
the county governmenthelp in making
outsourcing decisions

Outsourcing brings over reliance on vendors
within the county
Outsourcing helps in resistance Employee
union hence unnecessary strikes
Access to new skills personnel that the
county might not be able to affordhelp them
in making outsourcing decision

=

Section F: Focus on Core activities

1. Using a scale of 1 to 5 where 1-strongly agreageee, 3- Not sure, 4- disagree,
5- strongly disagree. To what extent do you agrie the following statements
about outsourcing on operating cost

Statement 1 2 3 4 5

Outsourcing helps the County government to
focus on key business

Outsourcing leads to increase of limited
production capacity and Space
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Appendix I1: List of County Governmentsin Kenya

1 Baringo County

2 Bomet County

3 Bugoma County

4 Busia County

5 Elgeyo/Marakwet County
6 Embu County

7 Garissa County

8 Homa bay County
9 Isiolo County

10 Kajiado County
11 Kaka Mega County
12 Kericho County
13 Kiambu County
14 Kilifi County

15 Kirinyaga County
16 Kisii County

17 Kisumu County
18 Kitui County

19 Kwale County

20 Laikipia County
21 Lamu County

22 Machakos County
23 Makueni County
24 Mandera County
25 Marsabit County
26 Meru County

27 Migori County

28 Mombasa County
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29 Muranga County
30 Nairobi County

31 Nakuru County

32 Nandi County

33 Narok County

34 Nyamira County

35 Nyandarua County
36 Nyeri County

37 Saburu County

38 Siaya County

39 TaitaTaveta County
40 Tana River County
41 TharakaNithi County
42 Tran nzoia County
43 Turkana

44 UasinGishu County
45 Vihiga County

46 Wajir County

47 West Pokot County
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