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ABSTRACT

The main purpose of this study was to examine émefits and risks associated with
outsourcing of security services with referenc&émya Tea Development Authority
(KTDA). The study also sought to examine the sgiaethat can be adopted to solve the
risks associated with outsourcing security servitég study employed the case study
research design. Simple random sampling procedaseused to arrive at forty eight
(n=48) members of staff working at KTDA main BrarattNairobi. Questionnaire
method was used to collect data from the resposd@hts method was used since it is
time saving and flexible enough as the respondsridill in the items on their own time.
Statistical Package for Social Sciences (SPSSyaldta analysis process. Descriptive
statistics such as frequencies and percentagesusedeto summarize the data. Based on
the analysis, the study revealed that the mainfiierfeutsourcing security services at
KTDA laid in getting good quality of the securitgrgices which in turn enhanced better
performance in the firm. The study also found thate were various risks involved in
outsourcing security services. These included wesdienated hidden costs, lack of
internal organizational privacy, loss of full camitof internal security systems and lack
of adequate information on the potentials of thiesourced security firm. The study
suggested firms (and in particular KTDA) to be k@eputting in place a contract
management strategy that should be measurableaaedololicies with penalties for non-
compliance. Further, the management should catgoatcing audit to examine whether
outsourcing benefits outweigh the risks and puyglate essential policies governing the
whole outsourcing process.
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CHAPTER ONE

1.0 INTRODUCTION

1.1 Background of the Study

According to Ernst and Young (2007), outsourcin{enr® to work contracted to an
outside firm. International outsourcing has becoangrowing phenomenon in world
trade. For example Hummels (2001) provide evideinom data 10 OECD and four
emerging market countries that trade in outsourdomponents in the vertical chain
account for 10 21 percent of the countries expoRscently, many industrialised
countries have shifted from outsourcing of matertal services outsourcing (Amiti and
Wei, 2005). For instance much media coverage has lpéven to the outsourcing of

services to developing countries such as India.

Due to the growth in outsourcing, a sizeable amaintesearch has been devoted to
attempt to understand the risks and benefits sfdisintegration of production. It is due
to this investigation of the impacts of internabmoutsourcing that most research has
been focused on the implications on domestic labuarkets (Feenstra and Hanson
1999). Another important impact of outsourcing altgh neglected is its impact on
productivity. According to Head and Ries (2002)¢creased specialisation following
international outsourcing is beneficial for the momy as it allows reallocation of
resources to their best use. This is because ouklwe&pect an individual to benefit from
international outsourcing as it allows the purchgsof higher quality intermediates

abroad and the concentration of the most efficséanges in home country.



It is evident that there is a link between produttiand international outsourcing. Egger
(2006) focus on the link of international outsongebf materials and labour productivity
of EU skilled labour and conclude that short ruodurctivity of low skilled workers is
affected by cross border fragmentation while in tbeg run, low skilled workers
productivity rises. Also Amiti and Wei (2006) usitdfs industry data find that services

outsourcing is positively associated with produtyiv

The consequences of outsourcing for workers oeubfit skills are not clear for example
in a case of European countries. Feenstra and Haf2®1) formulated a model of

international outsourcing that was a specific fasfrHeckscher Ohlin model with one

final good and two countries North and South. Byargfing relative units cost of

production in the South, production costs with lowkill intensity are shifted from the

North to South resulting for relative demand foitleldl labour in both cases.

Tomiura (2005) and Kurz (2006) have also lookeduaisourcing services in relation with

firm level data. Using data for US and Japan dduzy found out that more productive
firms are likely to outsource where else, Kurz @0@oncluded that outsourcers are

outstanding in that they are larger, more capit@nsive and productive.

In trade liberation and technological process,dlf&ve been low transaction costs which
have increasingly enabled firms to outsource afmcate production to those locations
where productions are lowest. Due to this conveelidrade, outsourcing have yield
large efficiency gains that materialise in the fasfmncreased competitiveness and thus

high growth and employment (Amiti and Wei 2006). wéwer, Hanley and Strobal



(2007) continues and say that the process genesat@ers and losers particularly low
skilled workers who are at risk to suffer high ewomc security, income losses,

unemployment and social exclusion.

The impact of international outsourcing in Europeauntries is that it gives rise to wage
moderation in bargaining between firms and unidiés may be true for labour markets
such as German where employment is highly protethed even when wages are
relatively rigid, there may be still adjust if fatevith increasing outsourcing pressure

(Nickell 2005).

Kenya is preparing itself to enter into global anrant Business Process Outsourcing
(BPO) and IT Enabled Services (ITES) market. Howéviacks empirical evidence and
tailored research to guide its policy decisions anestment options (Pillai 2006). His
study continues to indicate that Kenya lacks aro#iffe and focused market as a BPO
destination. Kenya (and Africa in general) is viewas country (continent) with
challenged infrastructure, poor work culture andnstmining social economic
environment. Although Kenya has a chance of beifayaurable outsourcing destination

if correct measures are put in place.

According to Berinato (2001) and Wright (2003), tmncipal risks of outsourcing are
the viability of the service provider, relative sinf the customer, conflicts in service
level agreement, legal liabilities, knowledge tfensand hidden costs. In viability of

service providers, the fear of customers in thedtparty services is the provider might



fail and leave customers in the lurch without asdescritical services and systems. This
is because there have been a number of immediated@stic instances of failure of
managed security service providers (MSSP) whickaiened customers to stay in the
business Berinato (2001). To reduce such riskis, itnportant that customers follow a
clear structured approach and also the agreememtebe the customer and the
outsourcer should anticipate the potential failofethe service provider and include
provisions for such an event. Those provisions kEhimelude contingency plans allowing
the customer organisation to avail itself of alagive facility and resources or to take
over those resources of the outsourcer that hase &gplied to the customers’ particular

service.

1.2. Statement of the Problem

There are a number of reasons why a company may @pitsource particular services.
One of the main reasons is the expectation of vetebetter services from the
outsourcer than from internal staff. KTDA has beetsourcing security services from
security firms. However, the company has had ita etare of challenges. Despite these
challenges, no particular study that has been adaduo examine empirically the risks

and benefits involved.

Given the considerable growth in outsourcing itas$ surprising that a sizeable amount
of research has now been devoted to attemptingderstand outsourcing trends. When
investigating the impact of international outsongcmost research seems to focus on the

implications for domestic labour markets, as re@dwy Feenstra and Hanson (2001).



For example, Feenstra and Hanson (1996, 1999) greinttt al. (2005) used aggregate
data to estimate the impact of international outsiog on wages and the relative demand
for skills in the US and UK, respectively. Head &ids (2002) provided a micro level
study of the impact of international outsourcingfiom level labour demand, measuring
outsourcing using data on employment in Japandsepeises abroad. These studies laid
much emphasis on international outsourcing anignpgct on productivity. Another
somewhat neglected, but potentially important aispkoutsourcing are the risks that are
involved and strategies that can be used to cadethisks. Further there is need to
examine outsourcing with reference to securityisessin an organization. Owing to the
knowledge gaps in the existing research, thereesiho examine risks, benefits and

strategies of outsourcing security services inllpeaspective

1.3 Resear ch Questions

The research was guided by the following reseavastipns:
1. What are the benefits of outsourcing security sexwiat KTDA?
2. What are the risks of outsourcing security servatd§TDA?
3. What strategies can be adopted to curb risks adedcwith outsourcing security

services at KTDA?

1.4 Significance of the Study

The findings of the study are expected to be okebtnnot only to KTDA management

but also to the very firms that outsource seclsgvices.



KTDA Management: the study will benefit the management of KTDA bgrmase in
their productivity as it allows reallocation of oesces to their best use. More to that,

they will be able to purchase higher quality anlp ne the economy of the company.

Outsourcing Firms: the research will also be of help to the outsogdirms in that
they will yield large efficiency gains that matdise in the form of increased

competitiveness and thus high growth and employment

Contribution to knowledge base on outsour cing issues. more knowledge about issues
of outsourcing will also be of benefit because watilelearn more concerning outsourcing

leading to increase in demand of the outsourcingeofices in companies.

1.5 Scope and Delimitations of the Study

The study is delimited in scope; the geographicah af coverage is KTDA security
services in Nairobi. The target population is athptoyees and the management of
KTDA. This study focuses on the risks and benef#tsociated with outsourcing security

services and will be conducted within the givenqueof time.

1.6 Operational Definitions of Terms

Benefits: These are the advantages that are brought abdbelyutsourcing of security

services to the outsourcer and the customers.



Risks: Refers to the negative impacts.

Outsourcing: it describes the relationship between firms thagspanother firm to

conduct certain activities on its behalf.

Security: matters of safeguarding a property by guards.



CHAPTER TWO
20LITERATURE REVIEW
2.1 Introduction
This chapter discusses the various aspects of waisg in organizations. These include

its benefits, risks and the different strategied tan be put in place to counter it.

2.2 Benefits

Kohler's (2004) studies reveal that the plant efrgga@ international outsourcing has
access to internationally traded inputs which maywailable at lower costs or at higher
quality than those available domestically. Henoetgasing use of internationally traded
inputs may result in a direct boost in productiviidy the plant, shifting its production
function outward. Local plants involved in multipiection stages mostly outsource
international inputs because of their higher qualid probably their availability at

lower costs.

Another benefit of outsourcing is that in the longen, international outsourcing may
also lead to changes in factor shares, which mag maplications on productivity. An
assumption of two types of labour, skilled and ulfestk where the former has a higher
marginal product than the latter, is considereduftsing that the less skill intensive
upstream production stages are produced with amdkilled labour, while more skill
intensive downstream stages use only skilled laldbthre plant outsources some or all of
the upstream production abroad (due to, for exanhpheer factor prices for unskilled
labour in the foreign country) there will be a teahtion of production in the plant

towards more skill intensive downstream productibims, ceteris paribus, will lead to a



rise in average labour productivity in the plarnvém that wage rates for high skill
workers exceed those for low skilled workers). Dpposite effect can be expected, if for
some reason, the plant outsources more skill intertownstream stages of the

production process (Hanson , 1996).

International outsourcing changes the relative dehfar factors of production in the
domestic economy, which will affect relative facfoices in the economy. Purely
domestic plants from domestic exporters and forelgned multinational establishments
can be expected to face lower costs of searchingufgpliers abroad as they are
embedded into international production network$wibre foreign contacts than purely
domestic firms ( Sjoholm, 2003). Also, they aemegrally more productive, larger and
more skill intensive than purely domestic firmsri@a et al, 2005). Hence, they may be

more likely to benefit from outsourcing.

Another advantage of outsourcing is that it mayeast to some extent, capture fixed as
well as variable costs, while materials more liketyy captures the latter. Grossman and
Helpman (2004) provide a theoretical model whictvehithe importance of search costs
for international outsourcing decisions. They irtigeged on the influence of both fixed
and variable costs on production . However, givenrature of the data, we are not able
to distinguish international outsourcing of tarlgilmputs, i.e., materials and
components, from services inputs (the exact demivf which will be given in two

types of cost components. All in all ,they claintbedt outsourcing can be a beneficial

option for firms in that it covers for both variabland fixed costs.



2.3 Risks

Outsourcers must consider the risks and threagslfag any other organization,
particularly around their system security. The Etraad Young (2007) security survey
shows that 75% of organizations that apply outdngrmechanisms experienced
unexpected critical business failug6% of respondents to the Ernest and Young security
survey attributed 3 rd party suppliers as the cafisiilure of criticalbusiness systems.
Only 40% of organizations are confident that theyld detect a systems attack that
emanates their outsourcing partners. A survey tigrieeim (2007) in IT companies that
apply outsourcing found out that the range and dexity of computer viruses have

increased dramatically, the risk to critical IT ®yss is becoming a key business concern.

Another risk discovered to be associated with autsog in organizations is the
underestimation of hidden costs. There are vafi@actsrs in organizations whose
expenditure might be minimal and hence may be @stienated while considering costs.
Some of these may include underestimation of getadeployment, running and
management costs. This has been noted to posareifal risk in institutions that

practice outsourcing ( Reim,2007).

Another risk experienced by these organizationthas loss of control and ownership
of business strategy. The outsourcing institutionrganization ought to control over
management of business strategies The most caniew of outsourcing appears to
be that the concerns generated by giving up cootretride any sense of relief at not
having the day-to-day operational responsibilitidss trend may result from perceptions

regarding the different goals and attitudes ofrimiéand external staff towards service,

10



profits, and survival. Clearly much of the concstems from customers’ suspicions,
which may be justified, that the outsourcer doagshawe the same level of commitment
to meeting service requirements as an internalgrAfier all, as the argument goes,
internal staff is more closely aligned to otheridiess and subscribes to the goals,

mission, and culture of the customer organizatiBerinato, 2001).

One other risk that outsourcing institutions magefis lack of expertisdt can often be
difficult to find third parties with a proven teamh expertsvho are experienced and
knowledgeable in a particular industry being sexdicCustomers should beware of bait-
and-switch tactics. There is the issue of lackmafugh information concerning the
abilities and training level of the outsourcingtpar. As has been the norm, each
organization tries to showcase a high image gietsonnel but as observed by Wright (
2003),many of them lack the required expertisenork. This posses a great challenge to

institutions or organizations that practice outsmg.

Another risk associated with outsourcing is on-tohedéivery performance and end
customer satisfaction levels. These may declimadree of delays at third parties during
delivery of services. This risk can be severelyraggted as product/service is
outsourced. Delays can be caused by many factaraté outside the control of the
outsourcing company. Examples include port/custdetays, labor disputes, weather,
and political unrest. More extreme examples inchgedeorism-related delays and

interruptions and uncertainty resulting from théboeak of contagious diseases. As lead-

11



time and variability increase, so does the needhifgher stock levels and other costly

buffers, while overall supply chain confidence dietates (Quinn, 2004).

2.4 Strategiesfor Solving the Risks

One way of addressing the risks associated witesys attack or unavailability of
business systems is through application of rigemeegotiation and contracting
processes. This could be done through benchmaskidgnonitoring of the outsourcing
partner. SLAs should be measurable and objectitte panalties for non-compliance.

This can ensure the availability of the necessatigal business systems.

One way of addressing the issue of underestimati@osts is by ensuring that all assets
are identified properly prior to outsourcing. Thigl assist identify the areas of expense
and their estimated costs. The outsourcing tramsfthase fails if schedules and budgets
are not achieved because of insufficient plannimiy@ resources. An outsourcing
project must be run with the same discipline arhping as a well-run large-scale
systems implementation. Outsourcing is a replacéwfgoroduction or service functions,
and these functions have a direct bearing on thgpaay’s ability to meet its
commitments to customers and shareholders. Anatleénod is by dedicating time and
resources to outsourcing contract management.Wilisnsure accountability and
knowledge of the estimated costs required. Keepwgre of overestimation of benefits
and underestimation of costs set up, redeploymenhing and management costs is

another way of dealing with this issue of undereation of costs ( Reim, 2007).
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In order to tackle the risk of lack of expertiseoutsourcing partners, there are number of
strategies that can be adopted. Product or sequakty may also suffer in outsourcing ,
affecting customer satisfaction. Companies mustfally select, qualify, contract with,
and manage their outsourcing partners to enbatequiality does not deteriorate. This
often requires adequate transition periods andimallel production as well as effective
cross-training between companies. These aspectstareneglected because of cost
saving efforts. Vendors shouddsoprovide lists of their staff along with their résésnas
part of the outsourcerjsroposal, and customers must insist that speciflividuals be
assigned to thproject or service. Additionally, the customer ddaetain the right to
approve any substitutes. Another safety measupeassure that the personnel or
activities outsourced can, if necessary, be ingaior contracted out to a different
provider. This can help reduce this kind of rislonganizations and organizations

(Wright, 2003).

2.5 Knowledge Gap

A good number studies have been carried out ogeheral area of outsourcing. Some
have been carried out on the benefits of outsogrétor instance, Kohler’'s (2004)
conducted a study on the benefits of internationéourcing. The study revealed that
increasing use of internationally traded inputs mesult in a direct boost in productivity
for the plant, shifting its production function aard. While the study by Kotler
generally examined the benefits of internatioredlitng, the current study laid much
emphasis on the benefits of outsourcing securityices with reference to an

organization in Kenya.
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Review of literature further reveals that there ssme studies that have been carried out
in the area of risks associated with outsourcirogisty services. A study carried out by
Reim (2007) on risks of outsourcing revealed thatrhain risk associated with
outsourcing in organizations is the underestimatitnidden costs. Another study by
found that outsourcing institutions may face la€lexpertise.The study maintained that
it can often be difficult to find third parties \wita proven team of expemdo are
experienced and knowledgeable in a particular itmgioeing serviced. As such, the
quality of services may suffer (Wright, 2003). Digspphe fact that these studies have
been done in the related area, little attentiontegs given to the risks that could be
associated with hiring security services. Thusribed to find out the risks that KTDA
could face by outsourcing such services. Furthestmbthe studies in the area of
outsourcing took a wide scope, while employing symesearch design. The current
study however closely examined a case (KTDA) witicald give an in-depth

examination of the situation.
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CHAPTER THREE

3.0METHODOLOGY

3.1 Resear ch Design

The research usedcase study design where all units were sampled, namely KTEAf s
members. The research design was chose sinceigdson specific and interesting
cases, in this case (Kenya Tea Development Authd€itDA. The design also provides
more realistic responses than a purely statissizgaley. The participants describe what is
meaningful to them rather than being restrictegrezletermined categories. It also gave a
deep understanding of the issues, and allowedoddetion using questionnaires

(Trochim 2006).

3.2 Target Population

Any scientific research targets a given populatloough which interviews and
guestionnaires are distributed to target the deésirghe required data for analysis. The
study targeted the staff members of KTDA. This gapon was expected to provide

valuable information related to the risks and bes@f outsourcing security services.

3.3 Description of Sample and Sampling Procedures

The study intended to collect data from a repregmet sample consisting of the staff

members of KTDA.
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Sample of KTDA Staff Members

Stratified sampling procedure was used to drawouardepartments at KTDA
into strata. Random sampling procedure was tharsbd to arrive at a
representative sample of staff members (10%) fraoh ®f the stratified
Department. In total, there were forty-eight (n=4&)ff members. Table 3.1

shows the summary of the sample.

Table 3.1: Sample of KTDA Staff Members

Departments Population Estimate Sample (10%)
Finance 160 16
Production 150 15

ICT 100 10

Marketing 30 3

Human Resource 40 4

Total 480 48

Source; KTDA Human Resour ce Office, 2010

3.4 Description of Data Collection I nstruments

In this study, questionnaire schedules were useldtascollection instruments.

3.4.1 Questionnaire
The questionnaires were selected because theyhekt¢o be straightforward and less
time consuming for both the researcher and théggzahts. The use of questionnaire in

this study made it possible to reach all the memparticipating in the study since they

16



were only required to fill in at their own time. &lguestionnaire consisted of closed
ended items that were meant to capture the respafisilee participants regarding the

risks and benefits associated with outsourcingrigcaervices system.

3.5 Validity of Research Instruments

The term validity indicates the degree to whichretrument measures the construct
under investigation. For a data collection instratrte be considered valid, the content
selected and included must be relevant to the aegdp established. Before the actual
study, the instruments were discussed with supenviznd other independent experts in
the field of management at the Catholic Universit§{eastern Africa. The feedback from

the supervisor and the experts assisted in impgavia instruments.

3.6 Data Collection Procedure

The management of Kenya Tea Development AuthokfyD(A) was contacted with the
view of seeking permission to collect data andxjolan the purpose of the study. Once
this was done, the researcher distributed the iquestires to the staff members. The
researcher in person made personal follow up tarerthat all the questionnaires were

collected back from the field ones filled in.

3.7 Data Analysis Procedure

The collected data was organized and preparechfdysis by coding and entry in the
Statistical Package for Social Sciences (SPSS1VeThe researcher used descriptive
statistics such as frequencies and percentagesuftbemes of the quantitative data from
the coded closed-ended items was analyzed usirgigkese statistics. Further, the data

was interpreted and discussed in relation to theareh questions.
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CHAPTER FOUR

4.0 DATA ANALYSISAND PRESENTATION OF THE FINDINGS

4.1 Introduction

This chapter presents data analysis, presentani@npretation and discussion of
the findings on théenefits and risks of outsourcing security sewiwéh reference to
KTDA. The data was analyzed with the help of a computagram, SPSS
version 11.5. This enabled the researcher to préisemata in frequencies,
percentages, tables, cross-tabulations and ciidmschapter is organized into
the following sections: The background informatadrthe respondents (KTDA
staff members benefits of outsourcing security services, risk®lved in
outsourcing security services, strategies thatschire risks associated with
outsourcing security serviceEhe last part presents the results of the study

hypotheses:

4.2 Background infor mation of the Staff members

This section talks about the demographic inforrmatbthe staff members who took part
in the study. This is to establish the ideal infation needed for the study. The
demographic information comprised of their sex, kirey experience, designation and

the departments.
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Gender

Information on the gender of the staff members sagyht by the researcher in order to
bring out the participation of both male and femstiaffs in the study. The researcher
sought information on the gender of the staff mensits® that there could be a clear
picture of the numbers of male and female staff e who took part in the study.
(Figure 4.1)

Figure4.1: Gender

Female

20
(42%) .a Male
28

(58%)

According to figure 4.1, out of the 48 staff mensaho took part in the study, slightly
more than half of them 28 (58%) were males whiterdmaining 20 (42%) were females.

This shows that male staff members dominated ttmalies in KTDA firms.

Working experience

Working experience of the staff members was alstergened in the study. Data

regarding the working experience of the staff memmlyeho took part in the study was

19



sought and the responses to the item in the questie regarding to their working

experience was summarized and presented in Figare 4

Figure 4.2: Working experience

40
45 (84%)
40
35
o 30
o
% 25
o 20
()
a 15
10 4 4
5 (8%) (8%)
o N B
2yrs and below 3-5yrs 6yrs and above
Working experience

The figure above indicates that an overwhelmingomiig] of the staff members 40 (84%)
had a working experience of 6 years and above. dtikl imply that they had enough
knowledge regarding the benefits and risks of autsng security services in KTDA

since they had worked in the firm for a long time.

Designation
The designation of the staff members was also ehated in the study. Data regarding
the designation of the staff members who took parthe study was sought and the

responses was summarized and presented in Fidlre 4.
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Figure 4.3: Designation

36
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o 30
g 25
& 20
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accountant  AA(TM) field factory chief
services clerk
coordinator
Designation

As for the designation of the staff members, earstindents were admitted in the school,
an overwhelming majority of them 114 (91%), an ewezlming majority 36 (75%) were

accountants. They included assistant account®riaatcountants and senior accountant.

Departments

Data regarding the departments of each staff mesnlas collected and their response

was analyzed and summarized (see fig 4.4)
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Figure4.4: Departments

36
40 75%
35
o 30
& 25
& 20
(&)
5 15
2 1o 4 4 4
5 (8.3%) (8.3%) (8.3%)
o N [ 1] [ ]
tax finance field greenland
services fedha Itd
Departments

According to Figure 4.4, an overwhelming majority 5%) of the staff members were
in the finance department and the rest 4 (8.3%pewerother departments. This could
imply that those who were in the finance departnkeetv more on the benefits and risks
associated with outsourcing security services amaldcgive the relevant information

required in the study.

4.3 Benefits of Outsourcing Security Services

The study sought to find out the benefits of outsimg security services with reference
to KTDA. In order to solicit information that wouldnswer this objective, the
participants (staff members) were asked to indi¢dhtsr response on various items
related to benefits of outsourcing. These incluties following: the extent to which
KTDA has benefited from security services and thnel lof benefits that KTDA gained

from outsourcing the security services
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4.3.1 The Extent to Which KTDA Has Benefited From Security Services

In order to determine the extent to which KTDA biged form outsourcing security
services, staff members were provided with variextents to chose. Table 4.1 shows the
distribution of their responses.

Table4.1: Extent to which outsourcing services benefit KTDA

Towhat extent Frequency  Percentage
To a greater extent 8 17

To some extent 40 83

Total 48 100

An overwhelming majority of the staff members 4B%8 indicated that outsourcing
services benefited KTDA to some extent. This pradpthe researcher to find out the
reasons that KTDA management outsourced securityces and the following were the
reasons that the management indicated:

* To be able to concentrate on its core businesgituns

» To enhance security by employing specialized pempdecurity services

* Issues of unfaithfulness
Some of the staff members explained that:

The company aimed at reducing its operational costs especially on other benefits

related to employees directly employed and at the same time reducing the number
of staffs who were not engaged in the core business.
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4.3.2 Benefits That KTDA Gain from Outsour cing Security Services

The study sought out to find out the kinds of bd#sethat KTDA gained from
outsourcing security services. The participantaffshembers) were asked to indicate
their responses (see table 4.2)

Table 4.2: Benefits of outsourcing

Benefits of outsourcing SA A UN D
security services F % F % F % F %
Receives better quality - - 48 100 - - - -
Gets cost friendly services 8 16.7 32 66.7 4 8.3 4 8.3
Has created confidence irl2 25.0 20 41.7 12 250 4 8.3

the market place

Has enhanced performance 4 8.3 36 75.0 4 8.3 4 8.3
Better placed in risk4 8.3 32 66.7 8 16.7 4 8.3
management

Key: SA: Srongly Agree; A: Agree; UN: Undecided; SD: Srongly Disagree and D: Disagree

Recelves better quality

All the staff members in the study indicated that denefit of outsourcing security
services was that the firm received better qualityis concurred with Kohler's (2004)
studies that revealed that the plant engaging ternational outsourcing has access to
internationally traded inputs which may be avaiasil higher quality than those available

domestically.
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Gets cost friendly services

Majority of the staff members 32 (67%) agreed thasourcing security services enabled
the firm to get services at a cost friendly pri€kis concurred with the literature review
whereby the increasing use of internationally tchishputs results in a direct boost in
productivity for the plant and the local plantsahxed in multi production stages mostly
outsource international inputs because of theil@wdity at lower costs (Kohler’s,

2004).

Enhanced performance

An overwhelming majority of the staff members 36%a) agreed to the fact that
outsourcing of security services enhanced bettdopeance in the firm. However, this
contradicted with Girma (2005) study that revedlet international outsourcing changes
the relative demand for factors of production ie tomestic economy, which affect
relative factor prices in the economy. More to tlia¢y are more productive larger and

more skill intensive than purely domestic firms.

The main gain of KTDA in outsourcing security sees laid on the reduction of

operational costs related to employing directlppgosed to getting external employees
from other companies. However, there are variobsradutsourcing benefits that KTDA
has had: Enhancement of capacity for innovatiogatesn of change from the norm and

enhancement of the firm to depict a corporate look.
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4.4 Risks I nvolved In Outsourcing Security Services

The study sought out to find the risks involvedutsourcing security services at KTDA.
In order to solicit information that would answéiist objective, the participants (staff
members) were asked to indicate their responseasious items related to risks of
outsourcing. (See table 4.3).

Table 4.3: Risks of outsourcing

Risks of outsourcing security guards Yes No

F % F %

Underestimated hidden costs in outsourcidg 92 4 8
security guards

Loss of full control of internal security36 75 12 25
systems

Lack of internal organizational privacy 44 92 4 8
Lack of information on the capabilities40 83 8 17
potentials of the outsourced security firm

Inefficiency of the outsourced firm 36 75 12 25

Underestimated hidden costs

Majority 44 (92%) of the staff members indicatedttbutsourcing security services led
to underestimated hidden costs. This concurred Retim (2007) who revealed that
various factors in organizations whose expendmuight be minimal are normally

underestimated while considering costs. Some cktheay include underestimation of
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set up, redeployment, running and management clsstherefore poses a financial

risk in institutions that practice outsourcing.

Loss of full control of internal security systems

An overwhelming majority 36 (75%) of the staff mesnd indicated that outsourcing
security services in the firm led to loss of fubintrol of the internal security systems.

A few of the staff members explained that:

KTDA has no direct authority over the outsourced staffs and this creates some
levity in supervision.

Literature also reviewed that the most common wéwutsourcing was that of giving up
control override and this trend resulted from pptioas regarding the different goals and
attitudes of internal and external staff towardwise, profits, and survival. Clearly much
of the concern stems from customers’ suspiciong;iwimay be justified, that the
outsourcer does not have the same level of committnaneeting service requirements
as an internal group. After all, internal staffmere closely aligned to other insiders and
subscribes to the goals, mission, and culture®ttistomer organization ( Berinato,

2001).
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Lack of internal organizational privacy
Majority of the staff members 44 (92%) indicatedttthere was lack of internal
organizational privacy due to outsourcing secwstgffs form other firms. Some of the
staff members indicated that:
Sometimes the outsour ced staffs can collude with outsiders to perfect theft and
they can leak important information that is private to the firm.
The Ernest and Young (2007) security survey corcuwith the statement in that 75%
of organizations that apply outsourcing mechanierperienced unexpected critical
business failure due to the 3 rd of the outsourddisssurvey, only 40% of organizations
are confident that they would detect a systemslatteat emanates their outsourcing
partners. Nevertheless, a survey done by Reim §260T companies that apply
outsourcing found out that the range and complefigomputer viruses have also
increased dramatically thus the risk to criticakystems is becoming a key business

concern.

Lack of information on the capabilities/ potentials of the outsourced security firm
An overwhelming majority 40 (83%) of the staff mesnb indicated that outsourcing
security services posed as a risk if a companyeldakformation on the capabilities or

potentials of the outsourcer firm.

Literature also reviewed that it can often be diffi to find third parties with a proven

team of experta/ho are experienced and knowledgeable in a paaticadiustry being

serviced. Thus, customers should beware of baisantth tactics in the issue of lack of

28



enough information concerning the abilities andhtrey level of the outsourcing partner.
As has been the norm, each organization triessigaly a high image of its personnel but

as observed by Wright (2003), many of them lackréupiired expertise for work.

All the respondents in the study indicated thasoutcing security services posed as a
risk mostly due to lack of privacy in the organiaatand that of underestimated hidden
costs. The underestimated costs that were ignaredd to be a big blow off to the

firms’ financial status in the end.

4.5 Strategies of Solving Risks Associated With Outsourcing Security Services

In order to determine the main strategies that e@ed be put in place to solve the risks
associated with outsourcing security services ptngicipant (staff members) were asked
to respond to various strategies items in the gquasiire regarding strategies that to be
put in place. Table 4.4 shows the distributionh@fit responses.

Table 4.4: Strategies to solve risks of outsourcing

Strategiesto beput in place Most appropriate Least appropriate  Not appropriate

F % F % F %
Putting in place a contracd4 92 4 8 - -
management strategy
Holding Cross training 40 84 4 8 4 8

programs between companies
Designing management costg4 50 24 50 - -

strategies
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Putting in place a contract management strategy
Majority of the staff members 44 (92%) indicatedttthe most appropriate strategy to
solve the risks of outsourcing security services g putting in place a contract
management strategy.
Most of the staff members explained that:
Taking appropriate insurance cover was the best strategy to solve risks issues and
ensuring that the outsourcing security services organization hired are of high
integrity and have well trained personnel in all security areas.
Also a few of them went ahead and stated that:
The firm ought to ensure that outsourcing security service pay well its outsourcers
to avoid distaff action in their work.
This contradicted with Reim (2007) that one wawdaress the risks associated with
systems attack or unavailability of business systenthrough application of rigorous
negotiation and contracting processes. This coelthibugh benchmarking and
monitoring of the outsourcing partner. Nevertheléssre should be measurable and
objective with penalties for non-compliance andstbasuring the availability of the

necessary critical business systems.

Holding cross training programs between companies
An overwhelming majority 40 (84%) of the staff mesnb agreed that holding cross
training programs between companies was the m@sbppate strategy to solve risks of

outsourcing.
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According to Wright (2003), companies must cargfsklect, qualify, contract with, and
manage their outsourcing partners to ensure thaditgdoes not deteriorate. This often
requires adequate transition periods and/or paibeluction as well as effective cross
training between companies. These aspects aremdgiacted because of cost saving

efforts but they help to reduce risks in organiaadi

Designing management costs strategies
Half of the staff members 24 (54%) agreed thatgiésg management costs strategies
was the most appropriate strategy and the leastoppate strategy to solve risks

associated with respectively.

According to literature review, the issue of undéireation of costs is by ensuring that
all assets are identified properly prior to outsmy. This will assist identify the areas of
expense and their estimated costs. The outsoutrgingition phase fails if schedules and
budgets are not achieved because of insufficiertrphg and/or resources. An
outsourcing project must be run with the same pis® and planning as a well-run
large-scale systems implementation.

Another method is by dedicating time and resoutgesitsourcing contract management.
This will ensure accountability and knowledge of tstimated costs required. Keeping
aware of overestimation of benefits and underestimaf costs set up, redeployment,
running and management costs is another way oingeaith this issue of

underestimation of costs (Reim, 2007).
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Other strategies that were outlined by the stafinivers in the study were:

Ensuring the security staffs possess a certifichtgod conduct
Alerting the KTDA employees of any failure of thecsirity

Ensuring the company has proper control of its eyges

The KTDA management should have direct supervisiaer the guards

The KTDA should change firms from time to time

As evident from the findings of the study, it camndoncluded that the main strategies or

measures that KTDA can put in place to curb thesréssociated with outsourcing of

security services include but may not be limitethi following:

Holding cross training programs between companigswoften requires
adequate transition periods and/or parallel pradoas well as effective cross
training between companies.

Putting in place a contract management stratedystiwuld be measurable and
have policies with penalties for non-compliance.

Designing management costs strategies which calohe by dedicating time and
resources to outsourcing contract management.Wilisnsure accountability

and knowledge of the estimated costs required.
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CHAPTER FIVE

5.0 SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary of the findingsclogions and recommendations
based on the analysis of the benefits and riska&itsfourcing security services with

reference to Kenya Tea Development Authority (KTDA)

5.2 Summary

The main purpose of this study was to investigatéhe benefits and risks of outsourcing
security services with reference to Kenya Tea Dywakent Authority (KTDA). The
study also sought to examine the strategies #rabe adopted to solve the risks

associated with outsourcing security services.

The researcher reviewed related literature anddaun that studies on the benefits and
risks of outsourcing security services in KTDA han been conducted. The study
employed a case study design to generate the pridada with the help of questionnaires
and interview guides. The sample comprised of tak siembers (N=48) and all the
management staffRandom sampling procedure was used to arrive at a
representative sample of staff membaard purposive sampling technique was used

to select all the management staff members of Khitedn branch.

The researcher used SPSS (Statistical Packagedal Sciences) version 10.0 for

windows to process the collected data. Descritaéstics such as frequencies and
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percentages were used to summarize the data. Bhesenof the data enabled the

researcher to come up with the following findingsé&d on the major research areas:

5.2.1 The Benefits of Outsourcing Security Services
The study found out that the most benefit of outsiolg security services was that the
firm received the best quality of the security s&s, which enhanced better performance
in the firm. In addition, outsourcing of the setyservices enabled the company to
reduce costs of employment since the outsourcemargtions offered cost friendly
services. The other benefits included:

* Enhanced capacity for innovation

» Created change from the norm and enhanced thedidapict a corporate look

5.2.2 The Risks of Outsourcing Security Services
Furthermore, the researcher discovered that althoutsourcing security services were
of benefit in the firm, there were some risks imaal. One of the major risks indicated by
a majority of the respondents was that of undemedéd hidden costs in outsourcing
security guards. Some of this underestimation melpde of set up, redeployment,
running and management costs which puts the firanfimancial risk. There was another
risk of lack of internal organizational privacy digeoutsourcing security staffs form
other firms. The other risks indicated by an oveginting majority were:

» Loss of full control of internal security systems

» Lack of information on the potentials of the outsma security firm
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5.2.3 Strategiesthat can be Adopted to Curb Risks Associated with Outsourcing
Security Services

This research also attempted to find out the gjir@sethat can help to solve the risk
associated with outsourcing and the following wéeemost outlined strategies.

» Putting in place a contract management strategystiauld be measurable and
have policies with penalties for non-compliance.

» Holding cross training programs between compant@siwoften requires
adequate transition periods and/or parallel pradoas well as effective cross
training between companies.

» Designing management costs strategies which caote by dedicating time and
resources to outsourcing contract management.wWilisnsure accountability

and knowledge of the estimated costs required.

5.3 Conclusion

Based on the major findings of the study, the felig conclusions were made:

The main gain of KTDA in outsourcing security sees basically lay on the reduction of
operational costs related to employing directlppgosed to getting external employees
from other companies. However, there are variobsradutsourcing benefits that KTDA
has had: Enhancement of capacity for innovatiogatesn of change from the norm and

enhancement of the firm to depict a corporate look.

The major risk involved in outsourcing securityvsegs is mainly lack of privacy and

underestimated hidden costs that an organizatignimear.
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Putting in place a contract management stratedystimild be measurable and have

policies with penalties for non-compliance remains the most outstanding measure

5.4 Recommendations

The recommendations of the study were directedtmus stakeholders: To

KTDA management, outsourcing companies and the ®yepk.

KTDA management: KTDA management should be keen in putting in place
contract management strategy that should be mddswaad have policies with penalties
for non-compliance. Further, the management shoald/ outsourcing audit to examine
whether outsourcing benefits outweighs the riskd paot in place essential policies

governing the whole outsourcing process.

Outsourcing Companies: They should ensure that their employepssses a
certificate of good condudiefore employing them and follow them up on thelr.
This is to ensure thathey yield large efficiency gains that will increagheir

competitiveness and growth.

Staff Members: the employees of the KTDA firm should be keep ya @n the

outsourcers anderting the management incase of any failure efsécurity systems
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