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Abstract

Background: Outsourcing in healthcare is a cost-effective strategy that reduces costs and increases service quality. Managers must attempt to

outsource healthcare services using scientific methods.

Objective: This study is a strategic analysis of the outsourcing of health services in one specialty and subspecialty hospital in Tehran.
Methods: This mixed method study (quantitative-qualitative) was performed in 2014 at one of the biggest specialty hospitals in Tehran. Data
was collected through interviews, focus discussion groups (FDG), and the internal and external factors evaluation matrix. The study population
comprised managers and directors of the hospital. Data was analyzed using Excel 2010 software and SWOT analysis.

Results: The final scores for internal and external factors were 2.16 and 2.68, respectively, indicating the hospital had a conservative strategic

position for choosing outsourcing strategies.

Conclusion: Since this hospital had a conservative strategic position in outsourcing, managers were able to change their outsourcing strategy
while considering its advantages and disadvantages and determining the type of services to be outsourced.
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1. Background

Today, the health system is one of the largest sectors of the
world’s economy [1], and in the process of globalization, this
sector has grown faster globally than any other [2]. One
principal concern of health systems for poor and rich
countries alike is financial security, as the health sector
includes 9% of the world's production [3]. Everyday
increases in healthcare costs have challenged economic
specialists and managers to identify new methods for
reducing costs and increasing income [4, 5].

Healthcare investments and economic development share
a mutual relationship [6]. Therefore, the principles of
economic science must be utilized to combine factors and
production resources and to present services. One strategy
effective in reducing costs and increasing efficiency is
outsourcing [7, 8]. By outsourcing services, professional
organizations can better focus on the added value of
activities and, as a result, increase the effectiveness of their
activities [8]. Outsourcing health system reforms is a strategy
that promotes the effectiveness of the health system.
Furthermore, it is a cost-effective solution that prepares
health-provider organizations for competition and, as a
result, allows them to provide optimal and high-quality
health services for patients [9]. Currently, outsourcing health
services is a very hot topic in most countries where many
hospital services are outsourced [10, 11]. The
implementation of outsourcing in health organizations has a
relatively long history. One method of using the expertise
and empowerment of the private sector is to implement part
of an organization’s activities to this sector — in other words,
to outsource [12].

Fredland studied outsourcing in terms of transaction costs
and noted a growing trend towards private provision of some
services, even in developed countries [13]. Locke studied
outsourcing in defensive sectors and found the use of private
solutions for products of providing order and public security
to be appropriate. He concluded that, in the case of protective
and refining systems, the processes and the procedures of
outsourcing will permit the armed forces of the United States
to achieve their goals [14].

Bellenghi et al. pointed out in their study that, according to
the Association of Health Information Outsourcing Services
(AHIOS), most United States hospitals (nearly 80%) have
outsourced the provision of medical information to private
services so as to reduce their executive burden. Also, using
the power of the private sector to provide such services
reduced costs by up to $2.6 million [15].

Studies conducted in developing countries have identified
barriers to outsourcing as being the small number of specific
outsourcing cases, the lack of trust between operator and
outsourcer, the lack of necessary laws, and the lack of
resources in controlling information [16].

Todate in Iran, little research has been done on outsourcing
in specialized organizations; however, a few examples exist.
The 2010 study by Isaie et al. considered outsourcing as an
effective strategy for correcting and improving the
consumption model in support of the armed forces (12).

SWOT is a common tool used in strategic management.
One Netherlands hospital showed that 80% of health
managers used this technique [17]. This tool can also be
effective in facilitating the implementation of strategies in
health organizations [18-20]. This tool helps make
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organizations in the market efficient by providing an
awareness of the internal and external forces of success or
failure [21].

2. Objective

The present study aimed to examine the strengths and
weaknesses, opportunities and threats of outsourcing in one
specialized hospital and analyze the strategic status using a
SWOT model.

3. Methods

The present implicational study was conducted using the
combination method in qualitative and quantitative phases.
This study was conducted in 2014 at one specialized hospital
in Tehran. The study population of this research included
managers, professionals, and technical experts in the field of
programming. For the qualitative phase, 5 members of the
research community were selected for participation through
purposive sampling in which the subjects are preferably
selected based on the objectives of the research and not on
random selection. The selection criteria of these people
included management experience of more than 5 years of
work in the studied hospital.

In this phase of the study, semi-structured interviews and
focus discussion group (FDG) sessions were used to collect
the overall views of the experts on the strengths, weaknesses,
opportunities, and threats of outsourcing hospital services. In
the second phase (quantitative), a checklist was developed
for use in analyzing outsourcing strategic services in
specialized hospitals. This questionnaire included 37 items
regarding internal factors (22 items) and external factors (15
items). Internal factors included strengths (13 items) and
weaknesses (improvable) (9 items), and external factors
included opportunities (6 items) and threats (9 items). The
questionnaire was given to 14 managers of various sections
(hospital, nursery, and treatment sector managers) selected
by the convenient sampling method. In completing the
questionnaire, managers were first asked to assign the
greatest coefficient to the factor that had the greatest impact
on outsourcing hospital services, regardless of whether the
item was considered a strength, weakness that could be
improved, an opportunity, or a threat for the hospital. The
total of the coefficients for each the segments of internal and
external factors was 100. Then, each of these components
was scored from 1 (major weakness) to 4 (very high
strength).

The final score of each item was obtained by multiplying
the coefficient by the score. Analyses were performed using
Excel software 2010 and SWOT analysis. To determine the
strategic situation in this analysis, each item’s coefficient
was first multiplied by its score, and that resulted in the final
score. Then, the final scores were added up, the mean was
multiplied by the internal and external factors, and that
number was divided by 100. In this analysis, the final score
for both internal and external factors was a number between
1 and 4 with a mean of 2.5. A final score less than 2.5
indicated that the organization was weak regarding the
factors (internal or external), and a score greater than 2.5
indicated the organization’s strength in the factors (internal
or external). Finally, the strategic situation of the studied
hospital was determined by the total of internal and external
factors in the matrix of internal and external factors. This
matrix included defensive, conservative, competitive, and

invasive situations for which the organization determined
each of their strategies accordingly [22].

4. Results

As Table 1 shows, the internal factors with the highest
scores in strength were "respecting the principles of patients’
rights* and "using modern diagnostic and treatment
equipment"; those with the lowest scores were "access to
various treatment options" and "skilled and experienced
nursing staff".

Table 1. Assessment and analysis of internal and external factors in
outsourcing hospital services
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No. Items Final
Score
IFE Internal Factor Evaluation, Strength
S1 Efforts to improve the quality of services 6.58
S2 Creating competition between departments 8.56
S3 Motivating hospital personnel to outsource 751
S4 Using modern medical and diagnostic equipment 12.68
S5 Using expert and experienced doctors 7.10
S6 Skilled nursing staff 4.92
S7 Having proper hospital wards 5.27
S8 Access to different medical services 3.97
S9 Appropriate duration of hospital stay of patients in 5.69
wards
S10 Optimal bed turnover 5.48
S11 Efforts to protect and promote the satisfaction of 7.19
physicians, staff and patients
S12 High speed in service delivery 12.40
S13 Respecting the patients’ rights 14.18
IFE Internal Factor Evaluation, Improvable
W1 Lack of expert human resources in some medical 12.66
fields
w2 Lack of international credibility to attract foreign 12.10
patients
W3 Managers’ views towards inefficiency of 10.08
outsourcing services
W4 Inability of managers to outsource due to legal 15.02
restrictions
W5 Privatization as a threat to managers 9.70
W6 Lack of contracts with different insurers 15.04
W7 High risk for health 9.58
W8 Reducing autonomy and decision-making in 10.40
hospitals
W9 Imposing higher costs on patients and an overall 19.53
increase in costs
Final score of internal factors 215.63
EFE External Factor Evaluation, Opportunity
o1 Tendency of patients to use modern equipment for 24.44
diagnosis and treatment
02 Reducing government costs 24.89
03 Having a positive opinion of the hospital and its 25.55
aims in the private sector
04 Hospital dynamism in achieving international 28.51
standards
05 Increased interest and need to outsource services 19.18
and its application in different therapeutic areas
06 Increasing the quality of services 25.28
EFE External Factor Evaluation, Threat
T1 New, well-equipped, specialized treatment centers 11.24
in the city induces competition and risk of reduced
income
T2 Legal limits on outsourcing some services 13.26
T3 Lack of access to expert and trained individuals to 17.21
assist managers in decision-making
T4 Lack of knowledge about outsourcing services 10.40
T5 Profit-oriented attitude of the private sector in the 14.72
community
T6 Weak support from human resources regarding 12.80
privatization
T7 Uncertainty in the economy of the country 15.24
T8 Improper structure of rules and regulations in the 16.25
field of privatization
T9 Uncertainty about the ability of the private sector 8.27
Final score of external factors 267.5
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Among the improvable points, "the cost imposed on
patients and increased overall hospital costs" and "no
contract with various insurance companies" had the highest
final scores, and "high-risk for health™ and "privatization as
a treat for managers" had the lowest final scores.

According to Table 1, the evaluation of external factors
showed that "the efficiency of the hospital to meet
international standards" and "the positive opinion of people
towards private hospitals" had the highest final scores as
opportunities, and "increasing willingness and need for
outsourcing services in the health sector" had the lowest final
score.

"The lack of access to qualified and trained people to help
managers in decision-making™ and "improper structure of
laws and regulations in privatization" had the highest final
scores as threats, and "lack of confidence in the
empowerment of the private sector” and "lack of awareness
of outsourcing services" had the lowest final threat scores.

Next, the strategic situation of the organization was
evaluated. As seen in Tables (1) and (2), the final score for
internal factors was 2.16, which is lower than the mean (2.5).
The final score of external factors was 2.68, which is higher
than the mean (2.5). However, after determining the final
score of the internal and external factors of the hospital, the
strategic status of the hospital in outsourcing services could
be determined.

As Figure 1 shows, the studied organization had a
conservative situation in the strategic choice of outsourcing
services in specialized hospitals.
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Figure 1. Strategic situation of the organization regarding the strategic
choice of outsourcing services in specialized hospitals

5. Discussion

Outsourcing has advantages and disadvantages that each
organization must consider and analyze. The process of
outsourcing has its own characteristics in various
organizations. Hence, in such a competitive area, having an
advantage over other health organizations is necessary.
Determining a hospital’s strategic situation through strategic

analysis is one tool that helps hospital managers increase
their organization’s competitive advantage [23].

According to the results of this research, respecting the
principles of patients’ rights had the highest strength in
outsourcing services of a hospital. It should be noted that
respecting the rights of patients is necessary for the execution
of outsourcing services, and this factor is among the indexes
that should be assessed when the success of incumbency
reduction in outsourcing is being reviewed [24, 25].
Moreover, the human factor in an organization should be
considered as an internal factor in the process of outsourcing
[12]. Thus, attempts to protect and promote the satisfaction

of patients, physicians, and personnel and to consider their
rights are considered to be strengthen factors of outsourcing
in the hospital in this study. Moschuris et al. stated that
customer satisfaction and cost reduction are the most
important factors affecting managers’ decisions for the
outsourcing of services. Moschuris et al. concluded that
collaboration with the contract partner improves the quality
of services, and most customers are satisfied with the
performance of the organization [24].

The use of diagnostic and treatment equipment as one
opportunity of the hospital has a high score. The emergence
of health technologies in Iran’s market and its role on
attracting patients and improving health tourism has been
mentioned in other studies [22, 26-28].

Today, assessing the precise strategic opportunities and
threats of a hospital organization is very difficult; on the
other hand, health care organizations should be able to
identify and utilize large opportunities for survival in today's
competitive market [29].

The results of the present study showed that the efficiency
of a hospital in achieving international standards and
attracting the positive opinion of people toward private
hospitals are the most important opportunities in outsourcing
hospital services. Other studies have shown the readiness of
hospitals and the existence of an appropriate status in JCI
standards for attracting medical tourists [30]. High-quality
services would save costs and improve the opinion of
employees, the satisfaction of patients, and the effectiveness
of specialized service providers [31, 32]. Studies have
pointed out that, in order to focus on the quality of services
provided to hospital employees, which is a strength for
increasing success in outsourcing services [22, 26], as it can
be said regarding the impact of outsourcing on the increased
quality of services, efficiency, and health improvement [22].

Health organizations extensively seek methods to increase
their competitiveness and profits. Obtaining a competitive
advantage by using new technologies and management skills
is one of the biggest challenges for most organizations. With
respect to these opportunities in hospitals and considering
the fact that the benefits of successful outsourcing improve
the quality of an organization’s activities, such an
organization can focus on the competitive advantage [32].

The most important factors considered as weaknesses in
hospital outsourcing is the imposition of high costs upon
patients and the lack of an insurance contract. In a study by
Ansari et al., inappropriate insurance coverage and costs
were two principal concerns for patients in choosing a
hospital. If the hospital has inappropriate insurance contracts
or treatment costs are too steep for patients, the outsourcer
faces defeat [33].

The final score of internal factors was 2.16, which is lower
than the mean value (2.5) and indicates that the organization
is in an unfavorable condition and cannot use its strengths to
overcome its weaknesses. The final score of external factors
was 2.68, which is higher than the mean value (2.5); this
indicates that the external factors are in the proper condition
and the impact of threats can be reduced using existing
opportunities. However, after determining the final scores of
the hospital’s internal and external factors, the strategic
situation of the organization regarding outsourcing services
can be determined so that afterwards an appropriate and
efficient strategy for maximizing strengths and opportunities
and minimizing weaknesses and threats could be developed
[34].
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The present results showed that the strategic situation of
the studied hospital in outsourcing services was
conservative. Many studies show the conservativeness of
organizations in outsourcing some services [22, 35].

A study by Hsiao et al. indicated that in the hospitals of
Taiwan, there is still a conservative willingness to outsource
clinical units [36]. Young’s study showed that other than
radiology and pharmacy, no other service had been
outsourced; hospital managers believed that the outsourcing
of these services would not save money and would create
some risks to patient care [35]. Where outsourcing non-
clinical services has been widely successful in hospitals, the
implementation of such a strategy in clinical services is
associated with high risks. Even so, some studies such as one
by Vining and Globerman in the US indicated that the
outsourcing of nursery services to the private sector has
doubled between 1994 and 1995 [37]. Most studies in other
countries, however, showed a lack of willingness to
outsource services [35-37].

6. Conclusion

Outsourcing has some advantages and disadvantages, and
any organization can implement outsourcing by considering
and analyzing them. Experience has shown that health
organizations are advanced in different fields of science,
technology, and equipment, as they have certain
responsiblities for keeping information up-to-date in their
mission areas. Such organizations use many management
sciences, advanced technologies, and new strategies as a
competitive advantage in keeping information on the range
of their activities. Therefore, hospitals consider the
advantages and disadvantages of outsourcing services and
determine the type of services that can be outsourced to
change their strategy. Given that outsourcing health services
is a cost-effective solution that prepares health-provider
organizations for competition and consequently providing
optimal and high-quality health services, these organizations
choose to implement outsourcing.
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