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[bookmark: _Toc128009793][bookmark: _Toc128007092]Executive Summary
The report aims to analyse the two alternative options available for housekeeping to Intercontinental Hotel Group (IHG). Firstly, it demonstrates that outsourcing housekeeping is beneficial for providing quality guest service, saving costs, and incorporating technology. However, poor communication, high initial set-up costs, and decrement in control outsourcing may not be suitable. It is also found that an outsourcing strategy is better than insourcing for cost savings purposes. Therefore, it is recommended to Intercontinental Hotel Group that it should outsource housekeeping services.
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[bookmark: _Toc128009794]Introduction
The report aims to analyse the financial implications and comparison of in-house and outsourcing housekeeping services in the Intercontinental Hotel Group (IHG). Firstly, the arguments that support the outsourcing of housekeeping are discussed. Here, the main advantages or benefits that IHG hotels will face for choosing to outsource are pointed out. Secondly, the arguments that do not support the outsourcing of housekeeping are discussed. Here, the main disadvantages and their implications are discussed from the perception of hotels taking findings from different authors. Finally, the report will do an overall comparison of the in-house sourcing for housekeeping and outsourcing for housekeeping. Here, the financial implications of each alternative are discussed to demonstrate the cost of each alternative. Besides, theoretical justifications for both alternatives will be discussed. Finally, based on the evaluation in the comparison stage, a recommendation will be made which will choose any one of the alternatives.



[bookmark: _Toc128007093][bookmark: _Toc128009795]Arguments for Outsourcing Housekeeping Department
Hotels prefer to outsource their housekeeping service due to their seasonal activities. Therefore, outsourcing for Intercontinental Hotel Group (IHG) will mean that the hotel will not need to go through additional difficulties of recruitment, employee absenteeism, and satisfaction. However, there are some arguments regarding the outsourcing Housekeeping department.
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[image: ]Outsourcing housekeeping providers are professionals; have training facilities and design their services according to the need of customers. Therefore, outsourcing providers can offer better service quality to IHG hotels. According to (Nimri et al., 2020), outsourced housekeeping services can provide better service to the customers and thus customers tell other customers about their experience which helps hotels to attract new customers. Sharma and Kaushik (2021) found that factors such as cleanliness, bathroom, swimming pool, garden, and so on play important roles in the customer satisfaction of a hotel. Outsourcing in these areas can ensure customer satisfaction. The following graph is showing the relative value of the factors. 


Figure 1: Outsourcing housekeeping services impact on customer satisfaction (Source: Zagade and Tyagi, 2017)

The author argued that outsourcing housekeeping affects these factors and ensures guest satisfaction.
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Outsourcing housekeeping services ensure specialisation of routine tasks. Therefore, it will help the IHG hotel to become more efficient. As a result, efficiency will lead to less waste of resources and time. Consequently, the hotel company can save a significant amount of costs. According to Calbone (2016), outsourcing helps hotels to generate more value in terms of money and thus, it helps an organisation to reduce waste and earn more revenue. Furthermore, (Cali et al., 2015) found that the cost-benefit ratio of outsourcing housekeeping services in an organisation stands at $1.06. It means that if IHG hotel invests $1 in outsourcing housekeeping services, it would bring a return of six cents to the hotel which is $1.06 in total. BAQUERO (2022) also argued that hotels that outsource housekeeping services can decrease their labour cost by at least 25%. The author also argued that increasing annual investment of $25,000 in outsourcing housekeeping services can save a hotel $275,000 worth of employees’ productivity. Besides, if other operational costs associated with the housekeeping service are considered, the annual savings of a hotel’s operational cost would be $1 million. Because, the author thinks that there is a relationship between a hotel’s internal environment, operational cost, and productivity. By outsourcing the housekeeping service, employees are getting free and use that effort to achieve other important goals.
[bookmark: _Toc128007096][bookmark: _Toc128009798]Incorporation of Technology
The usage of technologies in hotels has disrupted the hotel industry. Therefore, using the latest and upgraded technologies outsourcing housekeepers can identify which areas of a hotel need to be worked on first. It ensures the effectiveness of the tasks associated with housekeeping. As the tasks are effective, there is a very low chance that the resources and time will be wasted on aimless activities. Moreover, Alcalde-González, Mozo, and Bustos (2021) argued that outsourced housekeepers use the latest industry innovations to complete their tasks. Therefore, they can offer better service to the hotels which the hotels could not have access to otherwise. Also, to afford those latest technologies the hotels had to incur a high level of capital expenditures. For example, IHG is already using artificial intelligence software such as DocMax, a solution to reduce operational costs. Therefore, IHG has the habit of incorporating technologies and can further benefit by integrating the technologies used in housekeeping with its existing system (Rosemberg, M.A.S. and Li, 2018). Furthermore, outsourcing housekeeping will allow IHG to have services with technologies such as housekeeping training technology, automatic scheduling of housekeeping, robotic housekeeping, and so on. These technologies are available to professional housekeeping service providers and if IHG wants to have them, its cost will increase significantly.
[bookmark: _Toc128007097][bookmark: _Toc128009799]Arguments against Outsourcing Housekeeping Department
[bookmark: _Toc128007098][bookmark: _Toc128009800]Decrement in Control
Hotels invest a large amount of time and resources to build their assets. However, according to Horst and Sinanan (2021), letting third parties handle hotels’ assets for housekeeping can be a high trust issue. Besides, the author argued that this practice can reduce the control of the hotel in various operational areas. Hence, it can raise further complications and even reduction in customer service. Moreover, Tiwari, Singh, and Dahiya (2022) stated that hotels can not all the time oversee the tasks and performance of third-party housekeepers while they are working. This can also hamper the service quality control procedure of the hotel. Also, while outsourcing a third party for housekeeping, hotels usually engage in a contract. In the contract, the tasks and responsibilities of the third party are mentioned. However, hotels lack the authoritative power to lead the third party for doing additional tasks which may be essential for customer service but the contract does not include those tasks. At the same time, Singh (2015) argued that contracting third parties can over-empower them and the hotel companies can lose their authority over the actions of outsourcing housekeepers.   In this way, outsourcing third-party housekeepers can reduce the control of hotels. 
[bookmark: _Toc128007099][bookmark: _Toc128009801]Incurring high levels of cost
According to Tyagi and Zagade (2015), outsourcing the housekeeping department can cost more to a hotel compared to insourcing. The author found that the initial cost of sourcing a third party for housekeeping responsibility can cost more. However, after adjustment which is done considering the efficiency and quality of service, the outsourcing’s benefits exceed the cost. Therefore, if initial costs for outsourcing are considered, then it is costlier. For example, the following table demonstrates the comparative annual cost of outsourcing and insourcing housekeeping. Mujasi and Nkosi (2018) conducted research and found the annual cost in which [image: ]he shows the comparison.


Figure 2: Annual Cost comparison of outsourcing and insourcing housekeeping (Source: Mujasi and Nkosi, 2018)

The table is showing that if a hotel outsources housekeeping, it has to bear a cost of $0.25 per square meter. Whereas, for insourcing, the cost is only $0.22 per square meter. Therefore, the cost of outsourcing is higher than that of insourcing. But these values are not adjusted and after adjustment, the values can be different.
[bookmark: _Toc128007100][bookmark: _Toc128009802]Communication Problem
According to Tölkes (2018), outsourcing the housekeeping services to a third party can create communication problems creating difficulties. The author argued that contracting and working with another third party regularly can be challenging. Therefore, communication problems, misunderstandings and delayed service can be seen in the hotel. Also, Brody (2016) found that outsourcing housekeeping can lead to ineffective communication which can waste the utilisation of time and resources. The author also found that 88% of employers in the hotel industry think that poor communication is the main reason for workplace failure. Furthermore, Ramadanty and Martinus (2016) pointed out that another reason for which communication problems can arise in outsourcing housekeeping services in hotels is because of one-way communication. Most of the time, the hotels guide or tell the outsourced housekeepers what to do and what should be done. However, this process can lead to the creation of false assumptions which ultimately can create confusion and problems. Hence, the outsourced housekeepers can not provide any feedback or ask for something important. It is causing missing important details in the workplace. As a result, it will impact the customer satisfaction ability of the companies.
[bookmark: _Toc128007101][bookmark: _Toc128009803]Comparison of Inhouse and Outsourcing Housekeeping
Housekeeping in a hotel includes all the functions related to cleaning, organise, and maintaining guest rooms. In both ways e.g. in-house or outsourcing, hotels have to bear costs for functions. Therefore, firstly, the cost of each alternative will be evaluated. In in-house housekeeping the hotel, IHG first has to hire new staff for different roles. Hence, the first cost is the employees’ salary cost. According to UK Indeed (2023), per hour salary of a housekeeping employee is £10.32. Therefore, if IHG hotel hires at least 20 people for housekeeping service, the employee cost would be (£10.32*8*30) £2,476 or $2988. On the other hand, Mariott International pays a yearly salary of $32,255 to a housekeeper (Glassdoor, 2023). Apart from hiring employees, IHG hotel also needs to purchase new pieces of machinery capable of doing housekeeping functions. Therefore, pieces of machinery such as cleaning machines, polishing machines, vacuum cleaners, project management software, and so on have to be purchased. It would cost in total (£4357 + £270 + £600 + £400 + £5000) £10627 for one machine each. The cost is for a couple of pieces of machinery which are basic and essential. If IHG hotel decides to purchase two or three of each machine then the cost would increase further. Besides, there is employee training cost. Because, to perform housekeeping properly, IHG hotel has to provide training. The average salary of an employee trainer in the UK is £31,745 in the UK yearly. Besides, there are other costs associated with the training. 
However, if IGH hotel outsources the housekeeping service, then the cost would be $30 per hour (Wang, 2023). Therefore, the hotel has to pay for the working hours of service provided. For example, if the outsourcing housekeeper takes 4 hours to complete cleaning the hotel, it would take only ($40*4) = $160 for one day. However, the hotel does not need the housekeeping service every day. Rather, it may need the service one day a week. So the monthly cost stands at ($160*4) = $640 or around £530. It is less than the monthly housekeeping cost incurred by insourcing.
But, one of the major benefits that insourcing can provide is security. Because, if IHG hotel engages a third work party, it has to rely solely on a trust basis regarding the security issue. But if IHG hotel insources the housekeeping service, there will be no issue regarding security issue. Furthermore, in-house housekeeping can assist the hotel to improvise. For example, if any accidents or unwanted events happen in the hotel, then the in-house pieces of staff will come first to solve the issue. Whereas, outsourcing service providers will not be available all the time to tackle such issues. Hence, the risk can be reduced using in-house sourcing. Finally, IHG hotel has to incur a large number of costs to continue maintaining the employees for housekeeping. Because they are employed permanently. However, the hotel can avail of the service without paying continuously for housekeeping services by outsourcing. Thus, it will assist to reduce the cost. 
Therefore, if costs are considered it is recommended that IHG hotel should outsource its housekeeping services.
[bookmark: _Toc128007102][bookmark: _Toc128009804]Conclusion
The report has analysed the financial implications of outsourcing housekeeping services for the International Hotel Group (IHG). It is found that outsourcing housekeeping can assist to provide better service quality to customers, can save costs and provide a higher return and make the operation efficient using technology. However, it has also some drawbacks which are decrement in control, incurring a high level of cost, and communication problems. Finally, a comparison is done which shows that outsourcing is more cost-efficient than in-house sourcing. However, in-house sourcing can ensure security and reduce risk in the hotel. But it is recommended that IHG hotel should use the outsourcing alternative for housekeeping. 
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insourcing is higher than outsourcing (11% vs 3%). While outsourcing, the hospital does not have to pay for

training costs since these are covered by the vendor.

Table 2. Comparative annual costs of outsourcing and in-sourcing.

- Alternative 1: Outsourcing Alternative 2: Insourcing
Cost Category 2014 UGX 2014$ | % of Total | 2014 UGX | 2014 $$ | % of Total
Direct Costs
Contract 48,000,000 18,461 97%
Personnel 35,640,000 | 13,707.69 82%
Supplies 2,640,000 | 1,015.38 6%
Equipment 297,000 114.23 1%
Indirect Costs
Training 220,000 84.61 1%
Management 675,000 259.61 1% 2,970,000 | 1,142.31 7%
Operations 869,100 334.27 2% 1,912,020 735.39 4%
Total 49,544,100 | 19,055.42 100% 43,679,020 | 16,799.62 100%
/Area cleaned (sq. meters) 76,890 76,890 76,890 76,890
Total/square meter 644.35 0.25 568.07 0.22

3.2. Annual Quality Adjusted Costs of In-sourcing Compared to

Outsourcing
Table 3 compares the costs of outsourcing and insourcing after adjusting for the differences in the quality of
cleaning services delivered through the two alternatives. These costs reflect the hidden costs of poor-quality
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