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ABSTRACT

This study seeks to understand the potential implgtitsourcing on healthcare processes. By refgto a
wider scope of industries and sectors, as they baea the experimental fields of most of the stidie
outsourcing, we highlight the pros and cons ofdkternalization of activities related to patientecaDur
purpose is to show and contextualize the (yet) guothis effects of relying on external partners in
delivering services related to the health of pasieWe argue that the seek for efficiency might stimes
hinder the global outcome of care; further we stii@ given the peculiar nature of the healthcare,
outsourcing needs to be used within a wider stiatagalysis of the activities. This study startghwa
review of the literature on outsourcing strategigsplied to healthcare sector and it also proposes a
analytical model for decision-making. The main daeon is that healthcare organizations shouldupet
proper mechanisms for the governance of the ovemibactions related to outsourcing in order tie ok
the span of control over the external providersoag as the effectiveness and the efficacy of theegal
outcome is not compromised. Both private and pufdialth providers could benefit from a more rekabl
model for deciding on the span of their activitieat can be outsourced.

Keywords: Outsourcing, Externalization, New Public ManagemEefficiency, Patient Care

1. INTRODUCTION particularly difficult to be assessed. Some aspékes
] ] ) _ data security; organizational climate and develaunoé
Outsourcing as a strategic choice for organizationsinternal competencies; accountability and accuraty
has experienced a widespread in the 1980s-90&d&sh  purchased services have a higher magnitude whan the
century. Although the practice of outsourcing is refer to hospitals, health departments, ambulatorie
generally related to some genetic fields (manufaegu Within this general framework, the present global
and other serial services), more recently a neangtr  scenario is heterogeneous and fragmented given the
wave of outsourcing has gained momentum not only indiversity of health systems across countries. Iisadly,
healthcare but also in other person-related sesvice health systems based on private insurance (e.gd) US
(Pholpangaet al., 2011; Chantachan, 2011; Kavya and have been the first ones to implement outsourcing
Bai, 2014; Baroudy and Lala, 2014). Further, the practices, given the similarity of their competitiv
advance of Information and Communication Technology pressures with some other competitive arenas. Where
(ICT) is enabling various forms of remote coordioat  public health systems have embedded some competitiv
of activities (e.g., remote diagnosis, clinical agng) mechanisms, either by establishing forms of
enhancing the possibility to purchase them fronemxt| provider/purchaser relationships between publidgtiest
providers (Amindoustet al., 2012). Differently from and private providers, or else by being partially
many other sectors, the impact of such choiceshen t privatized (e.g., NHS, Iltalian SSN, Swedish Health
general outcome of healthcare organizations isSystems), the traditional “adversarial” vision beém
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the public authorities and private business hasn bee public services. This takes place in the framewgivien
abandoned and outsourcing has flourished in suchby the intersection between the so-called New Rubli

context where the initial pressure on efficiencys ha
generally implied a massive externalization of\atiéis.

Management (Alons@&t al., 2013; McLaughlinet al.,
2002) and the approach to Public Governance. Ginera

of the New Public Management, which has imported make-or-buy dilemma, which compares the opportunity

mechanisms and logics typical of private compaimits

public sectors, including healthcare in many cases

(Avery, 2000; Segouimrt al., 2005; Marchegianét al.,
2012; Giustinianoet al., 2014). Nevertheless, the topic
seems to be very important whereas some healtarsgst
are in the process of expanding their public presen
(e.g., USA).

This article aims at entangling the dynamics of the ™" ) L
ging y as a siecif main reason, coupled with that of cost reductiohictv

net benefits stemming from outsourcing,
context of supply chain optimization (Nenni and
Giustiniano, 2013), by starting from its genergbexds
and converging towards its specificity in healtlecalt
covers two main problems: (a) the scope of outsogrc
Although it could involve both core and support
activities, the adoption of models and practiceetgyed

in other industries could be misleading in healtbca
terms of performance, or more dangerously detriaient
for the health outcomes, given the high level ddirth
interrelation; (b) impact assessment. Since thesorea
of the global outcome of healthcare requires carsid
both efficiency gain (due to clinical and technical
aspects) and patient care (which embeds emotion
aspects), a conclusion may be traced that suggfests

of implementing some activities within the boundarof
an enterprise, with the alternatives of having ek
suppliers carrying out those activities due to egitbost
savings or quality enhancement opportunities. lddee
the choice of outsourcing allows organizationsisoriss
some functions in favor of focusing on the actestiin
which it holds the key resources and skills. Thighe

drives more and more companies to outsource.

Moreover, the outsourcing vendors typically plag th
role of external partners, since a decision to curtse
some activities implies a rather extended duratibthe
supply and thus involves also creating and maiirigia
relationship based on trust with partners.

Given this overall picture, it is clear that theus of
outsourcing should be investigated from various
perspectives. In fact, it is possible to highligpects of:

(i) strategic management outsourcing (Prahalad and
Hamel, 1990; Sanchez, 1995); (ii) organizational
approach (Carlsson, 1989); (iii) legal-institutibna
Domberger, 1999; Hart, 1995); (iv) management of
uman resources (Leimbach, 2005; Marsden, 200%); (v
globalization (Grossman and Helpman, 2005; Yu, 2012

existence of a theoretical peak of net benefits Of(vi) management of operations (Morroni, 2009; Chang

outsourcing.

1.1.Conceptual Framework: The Outsourcing
Strategy and its Implicationsin Healthcare

Although a unique definition of outsourcing is not
available, in general we refer to this as a stiateg
decision to outsource a process, which was injtiall
handled internally. Generally, the motivation behthe
choice of outsourcing lies on economic basis, wiect

and Lo, 2011); (vii) innovation (Long, 2005). Thienes,
managing the outsourcing strategy means structuhieag
entire organization in order to respond adequdatelye
different problems that this strategic choice iregli
Many papers have highlighted the most controversial

aspects of the practice of outsourcing. In paréicul
several studies show that in a large majority cfesa
outsourcing projects do not meet predeterminechizd
goals (Malone, 2004). For this reason it is neagssa

to decide to outsource some activities in which thecreate a governance system for outsourcing, which,

organization holds no special skills or fail to kip
economies. In hospitals it is the common caseuppesrt
activities like catering, cleaning, management of

information systems. As mentioned before the use of

outsourcing strategy in public organizations resjsoto
the transformation of the logics behind the deljvef
public services, which have been progressivelynaiiy
to those of the private sectors. To this exteng th
importance of outsourcing in the National Healti@&e
(NHS) should be included in the broader issue edlabd
the opportunity to instill a managerial logic iretfield of
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the first instance, should be able to control the
determinants of risk that occur in the case of mutsing
of processes and services.

In general, the potential benefits of outsourcimg a
the following: the ability to focus on its core @ites by
delegating to other routine management operatiois a
limited strategic value; the reduction of operatoasts;
the acceleration of change processes; the raigiagilts
and functions not available within the company; the
possibility of acquiring more power to control adies
or functions are difficult to manage.
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It is also true that many contributions have shown  Several authors (Roberts, 2001; Burmahl, 2001;
that there are several weaknesses of the outsgurcinLorence and Spink, 2004; Foxet al., 2009) have
strategy (Mclvor, 2008), such as: fear of losingitcol  analyzed the type of activities that are being curtsed
of some companies of the functions given in tresat  py healthcare organizations. The development and
third party; reluctance to share data with thirdtipa  operation of information systems are regarded aseth

confidential or strategic importance; difficulty of-use  ggrvices that are most likely to be outsourced éhoe
of human resources that can be made redundanttiaéter nq Spink, 2004; Giustinianet al., 2014) but authors

transfer of some functions to outsourcing companies have also analyzed the outsourcing of other aigiivit

The above-mentioned factors threaten the success of ., inventory management (Nicholsaral., 2004) and
outsourcing practices in the private sectors as agin ancillary services security, laundry, food, hazalo

the public one. In fact, it is well recognized that \\aqte “cleaning, parking, reservations and calteren
outsourcing and decentralization does not autowdatic (Burmahl, 2001; Lepeak and Voytek, 2008). Destite t

and necessarily lead to a more competitive orgéniza  \ide amount of activities being outsourced, healtac
as the success of outsourcing passes through @ault g4 has to reach the scale or scope seen in aitlestries

change, organizational structure and ability topa@ad  \yith outsourcing areas in which healthcare orgdioiza
an extremely complex coordination. seem to be reticent to move ahead as quickly.

More generally, authors (Roberts, 2001; Macinati,
2. MATERIALSAND METHODS 2008) recognize that ancillary services are mdwyito

This study is a short review article summarizing P& outsourced, as they are considered strategitety
multiple studies on the outsourcing strategies iafpo important by healthcare organizations. Diagnoséind
healthcare sector. We collected the extant liteeapn  Clinical services tend to be managed internallye du
the topic using the databases PubMed, Elseviengeje their importance, although laboratory services and
ISI Web of Knowledge, EBSCO and Google Scholar. Nursing are increasingly being outsourced. Someearg
The key search terms were: Outsourcing, exterrtaiza that most healthcare organization will opt for atfudio
New Public Management and outsourced processesapproach (Gupteet al., 2008) that will include the
Secondary search terms were: Offshoring, efficiency externalization of different types of healthcaréaites,
patient care. The search was conducted betweemrdanu dividing them into activities that must be perfornisy
2010 and November 2011 and was limited to studies i specialized resources on site (usually core-aws)it
English and Italian. The body of knowledge that we activities that can be performed by non-specialized
collected comprises publications from diverse figld resources on site, task that can be performed mahs
ranging from economics to management and medicineoff-site and task that can be carried out by maehin
published between 1989 and 2011. without human involvement.

. ) . . Outsourcing choices are driven by the necessity to
2.1 Analytical Fra_mework. Outsourcing N reduce costs and increase efficiency, as a re$uteo
Healthcare Services increased attention to the rise of healthcare edipae

Healthcare organizations, including hospitals, and the decrease of quality in services and byegfia
nursing homes, long-term care facilities, profesalo  considerations, as a result of managerial chowdsaus
services groups and specialized facilities areon core activities to increase competitive advamtag
increasingly considering and deploying outsourcing While externalizing the peripheral and non-corevéts
decisions. Undoubtedly, the initial focus of outsing ~ (Roberts, 2001; Macinati, 2008; Billet al., 2004).
in healthcare has been on the non-clinical seryicesOutsourcing provides the benefit of flexibility,
outside the main value stream, with a strong eniphas enhancing the capability of the organization toefac
on peripheral services (Brunetta and Marchegiani,changing environments, as adaptation does not reequi
2009). In this light, the externalization of nornratal reconfiguring internal resources (Roberts, 2001).
services has gained increasing importance for @b n Moreover, in healthcare the focus of institutioaat!
core functions, while the externalization of cliaic  societal organizations is very strong due to thensibn
services remains related to those core activitiesrey it to legal and social aspects, related to quality and
is fundamental to reduce costs and acquire speedli expenditure levels. In this light, the institutioriefined
knowledge by external partner. as all the collective and regulatory complexes isbimg
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of political and social agencies that regulate keeping them in-house would require special trgron
organizations’ actions via the enforcement of thesd, new hiring (Burmahl, 2001).
rules and norms (DiMaggio and Powell, 1983), caisstr

the outsourcing choices of healthcare actors, éslpec 3. ANALYTICAL MODEL
for what concerns budgeting, human resources
management and quality assistance standards. The illustration of the potential impact of outscing

The dominant literature agrees on the coston healthcare practice could be analyzed from séver
containment aspect, relating it to potential besefif  different standpoints. Nevertheless we consider an
decreasing expenditure while increasing efficiency analysis of the impact of outsourcing on the genera
(Roberts, 2001; Billiet al., 2004). Nonetheless, cost ,,tcome of health care could be up to the task.
reduction is not always in line with the expectatiof To begin with we could adopt a general definitidn o
managers: outsourcing is likely to have scarcetpesi the net global outcome of Outsourcing (O) as the
effects on financial performar_lce (M’?‘C‘“aﬁ- 200&)1.6‘ linear combination of the perceptive elements
cost-effectiveness of outsourcing choices is bengna considered by the Patient (P) and the technical

main concern (Burmahl, 2001). Pressures from iriits . .
to reduce healthcare expenditure have driven manage outputs, measured as the Efficiency and EfficacinGa
(EEG) delivered by the healthcare organization,usin

externalize services and activities traditionallarmaged . . o
in-house, leveraging scale economies and focusinte the Relational Quality and the Costs of Coordinatio

expertise of the outsourcee. (CC):

Efficiency is now shifted to the relationship with
partners who can exploit distinctive competencethe O=SP+EEG-RQ-CC
functions to be externalized and through the flaitjb SP=) SP
and innovative capabilities that can be reachedbéim i
technologies and knowledge of the outsourcer aed th RQ:ZRQ
outsourcee (Roberts, 2001; Amindoastal., 2012). A i
number of specialized companies and vendors are EEG=) EEGi
emerging in response of extensive outsourcing esoic CC=C(i)+IC

with growing quality service, it has been arguest tihe
less the healthcare organization use outsourcihg, t
slower it will be the development of high standards In terms of Perception (P), the presence of several
among outsourcees (Lorence and Spink, 2004). providers transforms the comprehensive output mto
On the strategic side, outsourcing can be seemas asum of sub-outputs (P delivered by heterogeneous
instrument that managers can use to maintain ssfoou  partners (lbrahim and Ibrahim, 2013; Nibardp al.,
the core competences (Roberts, 2001; Bilial., 2004). 2013). The perceived quality of such a suite ofedént
Nonetheless, there is a high risk of fragmentatidn  sub-elements could have a positive impact on thal fi
control on the core activities and on externalized receiver (patient) given to the highest degree of
functions (Roberts, 2001; Biltit al., 2004). In fact, itis  perceived Specialization (§Pof the providers (e.g.,
not always clear which core and non-core activisieall catering, cleaning)rig. 1). This overall benefit could be
be externalized (Billiet al., 2004; Macinati, 2008) and sustained as long as the outsourcer (healthcare
this issue can lead to a mistakes in externalizingorganization) is able to govern all the relatiorithvihe
competences that are critical for the success androviders and be the final interface (front-endjhwthe
competitive advantage of the organization (Roberts,patient; on the contrary, if the patient is exposed
2001), exposing the organization to the risk ovees different companies the plurality of interfaces Idou
below the standards. compromise the perceived level of relational qyalit
Outsourcing can be used as a response to instititio might be different (RQ (Fig. 1). From this perspective
pressure, solving problems of turnover, incomes,then a maximum theoretical range of outsourceable
selection and training. Even in those activitiemtth activities could be justified; it is also intuitii® state
looking at quality/performance ratios would not be that the mentioned risk is higher when it comes to
externalized otherwise (Macinati, 2008), outsougcin activities related to the core activities (nursing,
specialized services can be a strategic option whersecondary care).
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Beneflils and costs of outsourcing
h

RQ+CC

SP+EEG

SP measures the perceived benefits in terms of quality of services
EEG measures the actual benefits of outsourceing

RQ measures the perceived costs, in terms of relational quality
CC measures the actual costs of coordination

Fig. 1. Net advantage of outsourcing, as a combinationhef total costs of outsourcing (RQ+CC) and the totalefits of

outsourcing (SP+EEG)

The technical aspects related to the clinical aistpu
from dCCI> 0 and dCCIlI> 0.

(diagnosis, treatments) could also benefit

outsourcing when specialized providers are involved

(Efficiency and Efficacy Gain-EEG). The span ofithe
involvement could include both support (e.g., ciegh
and core activities (e.g., laboratory analysisptabory
or RX reports) Fig. 1). Similarly to the perceptive
component of the global outcome, the benefit thadthe
organizations could exploit seem to be limited he t
governance capability of the focal organization.eTh
costs of general Coordination (CC) of all the atite
(sub-outputs) are related to the costs that theoouting
health care organization bear with
coordinating the activities of the outsourcees, clvhi

CC measures the actual costs of coordination, with

The combination of the two elements leads to the
conclusion that considering both the perceptive ted
technical side of the health outcome a maximum
extension of the outsourcing must exisy (Fig. 1).

That implies that healthcare organizations shoeltd s
up proper mechanisms for the governance of theatlver
transactions related to outsourcing in order t@mctthe
span of control over the external providers as langhe
effectiveness and the efficacy of the general cuteds
not compromised. As suggested in the most advanced

the aim of studies on the topic, by recurring to outsourcing

programs rather than spot transactions could erhtrec

grow at an exponential pacé)(and the costs associated governance capability of the focal organizationrdirme

to obtaining homogeneous
outsourcees and the patients (IC). When i incred3€s
could overtake the single benefit in terms of édficy

and/or effectiveness by impacting on a negative oy

the accountability of decision processes or tedinic

quality of the outcome (e.g., problems related it@ide
standards, interfaces, protocolB)d. 1).

interfaces between the(Marchegiankt al., 2012).

4. CONCLUSION

The illustration of the potential impact of outscing
on healthcare practice may be analyzed from several
different standpoints. Our model considers both the

Given that SP measures the perceived benefits irperceptive and the technical side of the healtlcaue.

terms of quality of services, it is a function ifwith
dSP> 0 and dS

of increasing number of i.

We argue that healthcare organizations should pet u

0, for the decreasing marginal returns proper mechanisms for the governance of the overall

transactions related to outsourcing in order t@mcithe

EEG measures the actual benefits of outsourcing.span of control over the external providers as langhe

Again, it is a function of i, with dEEGI> 0 and d&H< 0.

effectiveness and the efficacy of the general auteds

RQ measures the perceived costs, in terms ofnot compromised. As a direct implication, both ptés

relational quality, with RQI> 0 and dRQII> 0, fone
increasing marginal costs of relational quality.
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and public health providers could benefit from areno
reliable model for deciding on the span of thethdiies.
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