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Abstract 

The concept of logistics outsourcing has become increasingly popular in the dairy industry in 

attempt to reduce operational cost amongst other benefits that accrue. The objective of the 

study was to determine the effect of logistics outsourcing on performance of dairy processors 

in Kenya. The population of study in this research was 28 dairy processors in Kenya as per 

KDB (2017) and the study was a census survey of all these firms. The study used primary data 

which was collected through a structured questionnaire from logistics and operations managers 

or their equivalents. The response rate was 89.3%. Data was analyzed using Statistical Package 

for Social Sciences (SPSS), descriptive statistics were generated with the main analysis tools 

being frequencies, mean and standard deviation to achieve the first objective. Regression 

analysis was done to achieve the second objective. The results established that the concept of 

logistics outsourcing has not been fully adopted. The firms opted to outsource services like 

warehouse management only during high seasons. However, the study established that firms 

outsource logistics operations to reduce costs such as cost of vehicle acquisitions and 

maintenance, fuel costs, risks cost amongst other. The study also established a high correlation 

between logistics outsourcing and firm’s performance. Hence, the research concluded that 

logistics outsourcing can enhance firms’ performance if fully adopted. The study 

recommended that dairy processing firms should fully adopt outsourcing strategy so as to cut 

cost on non- core activities in its logistics functions.  

Keywords: Logistics outsourcing, transport management, inventory management, warehouse 

management, information management, distribution management and firm performance.  
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1.1 Introduction 

Globalization has stiffened the business environment through increased complexity, wide 

range of products and services and increased demands of consumers. Different firms have 

adopted various mechanisms such as reconfigurations of processes; value creation processes 

dispersion and reduced product life cycle so as to increase efficiency in business operations 

(Vagadia, 2012). National and international markets of goods and services have also expanded 

logistics services (Troacă & Bodislav, 2012).There has been a need for firms to increase 

operational efficiency to ensure timely delivery of their products gaining competitive 

advantage. One of the strategies firms have adopted is outsourcing. Outsourcing is the 

movement of organization’s internal activities, decisions and responsibilities to outside 

provider(s) (Wachira, Brookes & Haines, 2016). Over time, there has been a remarkable 

growth in logistics outsourcing (Hirschheim, Heinzl & Dibbern, 2014).  

There are various theories which anchors the relationship between logistics outsourcing and 

firm’s performance. These include: transaction cost economics, resource based view and 

theory of competitive advantage. The transaction cost economics proposes the need to evaluate 

the cost effectiveness of operations when making make or buy decisions (Coase, 1937; 

Williamson, 1975). Resource based view states that though resources are valuable they are 

rare, imperfectly imitable and non-substitutable, firm have to efficiently exploit these resources 

to realize competitive advantage (Hart, 1995; Crook, Ketchen, Combs & Todd, 2008). The 

theory of competitive advantage focuses on why firms develop and adopt different business 

strategies (Porter, 1990). According to this theory, firms outsource anticipating cost reduction 

to enhance its competitiveness in the industry (Festus & Adenike, 2011).  

In 2017, the global dairy industry was reportedly undergoing market turbulence. China’s low 

demand, Russia’s trade restrictions and EU milk quotas removal, resulting to high supply 

reduced prices (Delloite, 2017). The industry was still able to maintain its attractiveness, 

because of the population growth and changing diets. The dairy industry plays a very 

significant role in the lives of many people in the Eastern and Southern Africa region. A large 

portion of total household income comes from dairy. The industry provides up to one billion 

livelihoods. In 2014, milk production was estimated at 802.2 million tons. Since 2000, the 

dairy industry has been having a steady positive growth of 2.3% on average every year (Eastern 

and Southern Africa Dairy Association, 2017). The Kenyan Dairy industry is one of the largest 

in Africa. Kenya’s per capita milk consumption is one of the highest in the low-income 

developing Country (Ngotho, 2016). In East Africa, the Kenya's dairy sector is the most 

advanced. This study is therefore motivated by the fact that due to the significance of the dairy 

industry, there is need to increase efficiency in the industry’s operation at minimal cost. Past 

research findings indicated that logistic outsourcing enabled the manufacturing industry reduce 

cost and increase operation efficiency (Gilley & Rasheed, 2000).  
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The study will thus establish whether logistics outsourcing has the same impact in the 

performance of firms in the dairy industry. 

1.1.1 Logistics Outsourcing 

Logistics outsourcing is the act of subcontracting logistics activities to firms equipped to 

provide the services (Lynch, 2004). Wachira, Brookes and Haines (2016) defined outsourcing 

as movement of the organization’s internal activities, decisions and responsibilities to external 

provider(s), thus logistics outsourcing involves the contracting of the logistics functions of the 

firm to other parties. These parties include first party logistics providers, second service party 

providers, third party service providers and fourth party service providers. According to Kubr 

(2002), logistics outsourcing is a contractual removal and transfer of the logistics function, 

whereby the organization decides not to perform it itself in future, to the outside firms. 

Logistics outsourcing functions include information management, transportation management, 

warehouse management, material handling management, inventory management and 

information management (Forslund, 2012). The growth in outsourcing of logistics services has 

resulted more from an accident than by design due to its encouraging impact on the operational 

efficiency. Firms are under pressure to look for mechanisms that will enable them increase 

profitability and improve their competitiveness, these entails the efficiency and effectiveness 

on logistics activities execution (Kumar, Vrat & Shankar, 2006). Firms have opted for logistics 

outsourcing anticipating cost reduction and enhancement of value during distribution and 

transportation of goods. As a result, the concept of outsourcing the logistics function, either 

partially or wholly, to logistics service providers (LSPs) has increasingly been adopted across 

the industry (Selviaridis & Spring, 2007). Logistics service providers are constantly contracted 

to offer transportation and warehousing services. 

Logistics outsourcing requires integration of firms’ activities with service providers. This 

exposes the firm to great risk, that is, sharing of customer and suppliers data bases amongst 

other critical information, which if improperly used could play an important role in the 

competitive decline of firms (Barthelemy, 2003). Logistic outsourcing also results to 

dependent to the service provider hence quite inflexible. Such negative impact thus need to be 

evaluated before opting for logistics outsourcing. Failure to adequately scrutinize the 

outsourcing decision leads to reversing the outsourcing decision, back-sourcing, which is 

expensive and challenging (Brabham, 2008; Quélin & Duhamel, 2003).  
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1.1.2 Firm Performance 

Firm performance can be defined as how well a firm executes it activities or functions. It is 

based on its three major results area: financial performance, product market performance and 

shareholder return (Richard, Devinney, Yip & Johnson, 2009).  

The decision on which performance indicator to use, to determine firms progress, is dependent 

on prevailing industry competition. However, the most commonly used measure is 

profitability. Profitability is the degree to which a firm generates profit from variables in 

production, such as labor and capital.  Firm profitability shows how revenues and expenses 

relate and expected profits viz a viz the size of the business investment (Camisón & Villar-

López, 2014). 

The study used firms’ sales and operating profit margin to measure performance. The operating 

profit margin is the returns to capital per dollar of gross firm revenue. A firm can increase its 

profits only by increasing the profit per unit produced or by raising the volume of production 

while maintaining the per unit profit. The operating profit margin shows the per unit produced 

component of earning profit (Pierre, Devinney, Yip & Johnson, 2009). Firms’ net income is 

extracted from the income statement, it is determined by matching revenues with expenses 

incurred to create those revenues, add the gain or loss on the sale of firm capital assets. A firm’s 

net income cannot be compared to another because net income is an absolute dollar amount 

and not a ratio, comparisons therefore can be impossible especially when firms are of different 

sizes (Saeidi   & Sofian, 2015). 

1.1.3 Logistics Outsourcing and Firm Performance 

Effective logistics services are a critical issue for firms' performance. Due to scarcity of 

resources, most firms are unable to efficiently allocate resources in areas of competition. 

Therefore, they must focus on core areas to concentrate their resources for them to gain 

competitive advantage (Gilley, McGee & Rasheed, 2004)). The outsourcing of non-strategic 

services allows the organization to concentrate on their core competencies, that is, on 

operations which have a high strategic value. Outsourcing of non-strategic services improves 

both the quality and the service by enabling the firm to cut on costs and enhance its 

competitiveness (Gilley & Rasheed, 2000). 

Logistics outsourcing as a firm performance indicator presents itself in cost reduction, reduced 

lead-time, reliability and quality in service deliveries, where Logistics Service Providers (LSP) 

play a key role (Parashkevova, 2007; Lee & Song, 2015). Logistics as a functional system is 

crucial for enhancement in efficiency, in the flow of goods and information more so to meet 

low-cost, quick, and reliable delivery of firms’ objectives within and throughout a network of 

companies.  

 

mailto:info@stratfordjournals.org


 

Stratford Peer Reviewed Journals and Book Publishing  

Journal of Procurement & Supply Chain                            

Volume 3||Issue 2||Page 17-35||March||2019|  

Email: info@stratfordjournals.org ISSN: 2617-3581 

  

21 

 

 

 

Logistics operations contributes to firm’s performance when carried out efficiently and 

effectively. The company’s supply chain capabilities and competences are based upon logistics 

activities and processes (Panayides, 2007). 

1.1.4 Dairy Processing Firms in Kenya 

There are approximately 28 licensed dairy processors in Kenya (Appendix I). It is estimated 

that 5 billion liters of milk is produced in the country yearly. These provides livelihood to over 

1.5million Kenyans, and contributes 4.5% of the country’s gross domestic product (Kenya 

Dairy Board, 2018). In addition, the industry accounts for approximately 14% of agricultural 

GDP (USAID, 2010).  Despite this, milk processors face a lot of challenges such as seasonality 

of production, poor and inefficient dairy practices, ageing farmers and high cost of inputs. Over 

80% of the total milk and dairy products marketed through the formal market channel is 

contributed by processors, the rest is from informal traders. The presence of informal trade is 

brought about by formal system inefficiencies, consumer trends, and price differences between 

raw and processed milk (Muriuki, 2011). Due to stiff competition, the industry saw the merging 

of Spin Knit Dairy and Brookside in 2010 that triggered milk price war with the New KCC 

resulting to a drop in the price of milk (Sambu, 2010). Further, in 2017, Brookside acquired 

yet another brand, Delamere yoghurt brand, resulting to increased market share in the dairy 

sector. 

Outsourcing has been used to economize on production cost resulting to cost restructuring. 

Thus, the concept of logistic outsourcing will help dairy processors curb high cost of input, 

increase quality by concentrating resourcing on improving quality and obtaining skilled 

manpower (Abraham & Taylor, 1996). Further, logistics outsourcing will cut on the overall 

value chain cost, thus, resources are focused on developing the core business. Firms will 

increase their profits margins by reducing overall additional logistics costs such as vehicle 

purchasing, fuel cost and labor costs which enhances agility (Walker, 2007). 

1.2 Objectives of the Study 

i. Determine the extent to which logistics outsourcing is practiced by dairy processing 

firms in Kenya. 

ii. Establish the effect of logistics outsourcing on the performance of dairy processing 

firms in Kenya. 
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2.1 Empirical Review 

Several studies have been carried out on the effect of logistics outsourcing on performance. 

Solakivi, Töyli, Engblom and Ojala (2011) conducted a study on logistics outsourcing and 

performance of SMEs in Finland. The study aimed at establishing the logistic outsourcing 

practices adopted, and their effect on performance of SMEs. The study used 223 manufacturing 

and trading SMEs from the Finnish logistics survey. Data was analyzed using Descriptive 

statistics with the main analysis tools being ANOVA and factor analysis. The study found out 

that firms are comfortable outsourcing transport operations only. The study realized 

outsourcing did not affect performance in any way, however, it made firm become more 

aggressive in monitoring and establishing internal and external collaborations to improve 

processes. The study concluded that firms need not to speculate immediate gains from logistics 

outsourcing, but should examine the firms’ capabilities in making buy-make decisions. The 

study’s major limitation was that it was based on SMEs hence the need for more research to 

establish if the same relationship applied to large firms.   

Joong-Kun, Ozment and Sink (2008) conducted a study on the impact of logistics capability 

and logistics outsourcing on firm performance in an e‐commerce market environment. In this 

study logistics outsourcing was a dichotomous variable. The study used survey research 

design. Descriptive statistics was adopted to analyze this data .The study findings showed that 

logistics capability positively correlates with firm performance. However, logistics 

outsourcing did not positively relate with firm performance. In addition, the findings showed 

that there was no link between logistics capability and outsourcing. The study’s limitation was 

that it was constrained to the computer and consumer electronics retailing industry. Thus the 

significance of outsourcing logistics operations was not established. 

Akili (2011) conducted a study on the impact of the design of logistics outsourcing strategy on 

the firm’s performance in Portland cement manufacturing firms in East Africa Countries. 

Simple random sampling was adopted in sampling; Kenya, Tanzania and Uganda were used 

as sample data since they were English speaking countries as compared to the others .The study 

found that the concept of outsourcing had not been well organized in East Africa like other 

regions. Nevertheless, firms in the cement industry outsourced most of their logistics 

operations. The study also revealed, outsourcing firms had already felt the positive impact of 

outsourcing. Four rationales were established for outsourcing logistics services, that is: cost 

cutting, operational flexibility, time management and spreading logistics risks. The study’s 

major limitation was that the study was conducted in developing countries, where the concept 

of outsourcing is not well developed. 
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Kyusa (2015) investigated the effect of logistics outsourcing on the operational performance 

of shipping industry in Kenya. The study used a population of 42 shipping companies’ operating 

in Kenya as per the KSAA, 2015 and the study was a census survey. The data was analyzed using 

descriptive statistics with the main analysis tools being frequencies, mean and standard deviation 

and multivariate linear regression. The studies major limitation was that it had limited external 

validity. The findings showed that firms chose to outsource their services because it enabled firms 

focus on their core competencies. Further, the findings showed that logistics outsourcing practices 

adopted by the shipping firms enabled the long run focusing of the firms’ survival. This was 

because outsourcing helped them in reducing operating costs, improved customer satisfaction and 

timely delivery of services to clients which in turn increased productivity and reduced lead time 

and improved profits. 

Mulama (2012) studied logistics outsourcing practices and performance of large 

manufacturing firms in Nairobi, Kenya. The study used a population of all large scale 

manufacturing companies in Nairobi. It adopted stratified random sampling research 

methodology to determine the sample size. The study’s major limitation was the heterogeneity 

of large manufacturing, thus the study could not use simple random sampling research method. 

The findings established that firms were outsourcing transportation management, warehouse 

management and material handling management. The firms chose to outsource since it enabled 

them concentrate on their core competencies. The study concentrated on manufacturing firms 

thus the need for further studies on service industry. 

From the above studies, logistics outsourcing positively correlates with firm performance in 

the manufacturing, mobile and shipping’s industries. However, the same relationship does not 

exists in the e-commerce market  Further in the mobile industry, outsourcing of logistics 

function has major drawback such as hidden costs and exposure to various risks . Due to this 

mixed findings on the effect of logistics outsourcing on performance, this study seeks to 

establish how logistics outsourcing affects performance in the dairy industry. 

2.2 Conceptual Framework 

The conceptual framework is a diagrammatic presentation of the independent variables: 

transport management, warehouse management, inventory management and distribution 

management, and the dependent variable; firm performance. As illustrated in Figure 2.1  
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Independent Variable     Dependent Variable 

 

 

 

  

 

 

  

 

 

Source: Researcher 

 

3.1 Research Design and Methodology 

The study adopted a cross-sectional survey research design. A cross sectional study enables 

data to be collected across firms at the same point of time (Copper & Schindler, 2006). Data 

was thus collected across this processing firms at similar periods. The population of study was 

all dairy processing firms in Kenya. According to the Kenya dairy board, there are 28 

processing firms in the dairy industry. A census of all the firms was undertaken since the 

population was small. The study used primary data. Data was collected using questionnaires. 

The questionnaires were semi-structured, comprising of open ended and close ended questions. 

This enabled collection of both quantitative and qualitative data. The questionnaires were self-

administered by dropping them at the firms and picking them later after being completely 

filled. After data collection, the questionnaires were checked for completeness, consistency 

and accuracy. The data was then edited, coded and tabulated. To achieve objective one, 

descriptive statistics which consisted of means and standard deviations were generated. To 

achieve objective two, multiple regression analysis was performed to ascertain the association 

and the relationship of logistics outsourcing and performance of firms in dairy industry. The 

findings were then presented in tables and graphs.  

A multiple linear regression model was used to link the independent variables to the dependent 

variable as follows;  

 

 

 

Firm Performance 

• Sales  

• Profits 

 

Logistics Outsourcing 

Practices  

• Transport Management 

• Warehouse Management 

• Inventory Management 

• Distribution Management 

• Information Management 
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Y =β0 + β1X1 + β2X2 + β3X3 + β4X4 + µ 

Where; 

Y = Firms Performance, X1 = Transport Management, X2 = Warehouse Management, X3 = 

Inventory Management, X4 = Distribution Management. In the model, β0 = the constant term 

while the coefficient βii= 1….4 was used to measure the sensitivity of the dependent variable 

(Y) to unit change in the predictor variables X1, X2, X3 and X4,,  . µ is the error term which 

captures the unexplained variations in the model (Olusola et. al, 2013). The analysed data was 

then presented using tables. 

4.1 Results and Discussion 

4.1.1 Extent of Logistics Outsourcing 

The first objective of the study was to examine the extent to which firms outsource logistics 

functions. The respondents indicated that their firms outsourced logistics functions that is 

transportation management, warehouse management, distribution management, and inventory 

management and information management activities to a great extent. Since all their means 

averages were above 3 as shown in Table 1. 

Table 1: Summary of Extent of Logistics Outsourcing 

Logistics Function Mean Std. Deviation Rank 

Transport Management 3.98 0.56 1 

Warehouse Management 3.60 0.78 4 

Inventory Management 3.10 0.84 5 

Distribution Management 3.72 0.47 2 

Logistics Information 

Management 

3.70 0.54 3 

Average 3.62 0.64  

Source: Research Data (2018) 

However, the firm outsourced transport management more since it had a mean of 3.98, 

followed by distribution management a mean of 3.72, logistics information management (3.70) 

and warehouse management (3.60).The least outsourced was inventory management with a 

mean of 3.10. 

4.1.2 Logistics Outsourcing and Financial Performance 

The second objective of the study was to establish the relationship between logistics 

outsourcing and firms’ performance.  
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Regression Analysis.  

Table 2 : Model Summary 

Mode

l 

R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-Watson 

1 .805a .648 .555 .74778 1.211 

Source: Research Data (2018) 

a. Predictors: (Constant), Information Management, Inventory Management, Distribution 

Management, Transport Management, Warehouse Management 

b. Dependent Variable: Financial performance 

 

From Table 2, the coefficient of correlation r = 0.805. This shows that there is a positive 

relationship between logistics outsourcing and performance. This coefficient of correlation 

was tested for significance as follows: 

Step 1: Stating the hypotheses 

H0: r = 0 (the relationship between logistics outsourcing and performance is not significant.) 

H1: r ≠ 0 (the relationship between logistics outsourcing and performance is significant) 

Step 2: Level of significance 

Significance α = 0.05 and this is a two tailed test. 

Step 3: Decision rule 

Degrees of freedom = n – 2 = 25 – 2 = 23; Therefore, t 0.05, 23 = 2.069 

The decision rule will therefore be, reject the null hypothesis if the computed t does not fall in 

the region: 2.069 ≤ t ≤ 2.069 

Step 4: Test statistic 

t = 𝑟√
𝑛−2

1−𝑟2 = 0.805√
25−2

1−0.648
= 6.507   

Step 5: Conclusion 

Since the computed t (6.507) fall in the rejection region, the null hypothesis is rejected. This 

implies that the relationship between logistics outsourcing and performance is significant. 

ANOVA was done to test the overall significance of the model. The results are shown in Table 

3. 
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Table 3: ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

Regression 

Residual 

Total 

19.525 

10.624 

30.150 

5 

19 

24 

3.905 

.559 

6.984 .001b 

Source: Research Data (2018) 

a. Dependent Variable: Financial performance 

b. Predictors: (Constant), Information Management, Inventory Management, Distribution 

Management, Transport Management, Warehouse Management 

 It can be observed that the p value (0.001) is less than the level of significance (0.05) this 

means that the overall model is significant. 

Next, the significance of individual parameters was tested. The results are shown in Table 4 

Table 4: Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. Collinearity 

Statistics 

B Std. 

Error 

Beta Tolerance VIF 

(Constant) 

Transport 

Management 

Warehouse 

Management 

Inventory 

Management 

Distribution 

Management 

Information 

Management 

.084 

.260 

 

.213 

 

1.097 

 

.238 

 

-.774 

1.452 

.357 

 

.266 

 

.216 

 

.415 

 

.412 

 

.131 

 

.149 

 

.821 

 

.100 

 

-.373 

.058 

.729 

 

.801 

 

5.074 

 

.574 

 

-1.878 

.955 

.475 

 

.433 

 

.000 

 

.572 

 

.076 

 

.577 

 

.537 

 

.709 

 

.615 

 

.470 

 

1.733 

 

1.861 

 

1.411 

 

1.625 

 

2.129 

Source: Research Data (2018) 
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It can be seen that only one parameter (Inventory management) in the model was significant 

as indicated by its p-value of 0.000, which is less than 0.05. This implies that its’ inclusion in 

the regression model is justified. The rest of the individual parameters p-values were; transport 

management 0.475, warehouse management 0.433, distribution management 0.572 and 

Information Management 0.076. These p-values are higher than 0.05 making the individual 

parameters inclusion not significant in the model. 

Thus the regression model will be 

Y = 0.084+0.260 X1 + 0.213X2 +1.097X3 +0.238X4 - 0.774 X5  

Where Y represents performance, X1 represents transport management, X2 warehouse 

management, X3 inventory management, X4 distribution management and X5 represents 

information management. The model further shows that transport management positively 

relates to firms’ performance as indicated by its coefficient values of +0.260. So does 

warehouse management with a coefficient of +0.213, followed by inventory management 

1.097 and lastly distribution management having a coefficient of +0.238. This implies that if 

you increase transport management, warehouse management, inventory management and 

distribution management, firms’ performance will also increase. Whereas, information 

management negatively relates to firms’ performance. This means that an increase in logistics 

information management outsourcing reduces firms’ performance.  

4.2 Summary of the Findings  

The findings also revealed that the concept of logistics outsourcing has not been fully adopted 

in the milk processing industry. This means that firms could not fully accrue outsourcing 

benefits. Firms were moderately outsourcing their logistics functions. For instance, firms 

preferred to partly acquire vehicles to avoid complete reliance on service providers. 

The results also indicated that there was indeed a positive correlation between logistics 

outsourcing and performance. The most outsourced logistics function was transport 

management (3.98), followed by distribution management (3.72), logistics information 

management (3.70), warehouse management (3.60) and lastly inventory management (3.10). 

Transport management, warehouse management, inventory management and distribution 

management positively correlated with firms’ performance. However, information 

management negatively correlated with firms’ performance. This could be because information 

management is critical to firms’ survival, thus outsourcing of logistics information 

management posed a great risk to the firms. 
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5.1 Conclusions of the Study  

Based on the findings, the study concluded that dairy processing firms in Kenya were 

practicing logistics outsourcing so as to minimize costs and this had an effect on firms’ 

performance. There had been improved firms performance through cutting of cost on non-core 

activities. Further, the dairy industry has been in operation for more than ten years in Kenya and 

has thus broadened its operations to other parts of the world. The study also concluded that firms 

were outsourcing their logistics functions, that is, transport management, distribution management, 

logistics information management, warehouse management and inventory management so as to 

cut cost on non- core logistics functions. These findings are consistent with Mulama (2012), who 

established that manufacturing firms were outsourcing transportation management, warehouse 

management and material handling management to enable them concentrate on their core 

competencies.  .  

The study also concluded that there is a significant relation between logistics outsourcing and 

firm performance. These findings collaborate with those of Kyusa (2015), who found out that 

logistics outsourcing enhanced performance by reducing operations cost in the shipping 

industry. The finding are also consistent with those of Mulama (2012) who also established 

that logistics outsourcing had a positive correlation with performance of firms in the 

manufacturing sector. However, the study findings were not consistent with those of Joong-

Kun, Ozment and Sink (2008) who established that logistics outsourcing did not positively 

relate with firm performance. This could be because Kun, Ozment and Sink (2008) study was 

carried out in e-commerce market whereas this study was in dairy processing firms. Lastly, the 

study concluded that most firms did not have a comprehensive strategy on logistic outsourcing 

implementation. This showed that the general concept of outsourcing has not been understood 

by milk processors as such there is no clear guidance on who makes the outsourcing decision 

5.2 Recommendations  

Based on the findings of this study, it is recommended that dairy processing firms should adopt 

complete implementation of logistics outsourcing to enhance firms’ performance. Dairy 

processing firm managers will have to undergo training to better understand  what logistics 

outsourcing entails, the expectations, potential benefits and challenges .This will facilitate 

embracing and acceptance of logistics outsourcing as best practice at ensuring enhanced firms 

performance. Proper implementation of logistics outsourcing in operations of dairy processing 

firms is highly recommended. This should be done in a holistic manner rather than in an isolated 

way to enjoy total benefits of full implementation. They should create strategic partnership with 

service providers to establish reliable service provision amongst other benefits.  
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In addition, the study recommends that though outsourcing positively relates with performance, 

other functions of logistics such as logistics information management poses a great risk to the 

company if outsourced. As such, firms need not to outsource information management. In a 

scenario that they have to. It should be restricted and the service provider agrees to get confined 

with a confidentiality agreement. Lastly, the study recommends that logistics outsourcing policy 

makers should develop comprehensive strategy on logistic outsourcing adoption. This will 

facilitate clear logistics outsourcing implementation strategies and give clear policies and 

guidelines on the same.  

5.3 Suggestions for Further Research  

While this study successfully examined the effect of logistics outsourcing on performance of 

dairy processors in Kenya. It presents an untapped avenue for several other areas to be 

researched on. It thus recommends that further research needs to be done not only in the dairy 

industry but also in food processing industries and compare the findings from both. This could 

also be extended to other areas within the manufacturing industry. There is also need to carry 

studies continuously within the same setting to establish whether the results would change as 

years goes by. Again there is need to conduct studies on effect of logistics outsourcing on non-

financial performance of the firms in milk processing firms such as improved customer 

satisfaction, efficiency, responsiveness and timely delivery of services amongst others. 
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