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The objective of this project was to identify the key healthcare delivery challenges in Kenya, to assess Total Kenya’s assets and capabilities, and to juxtapose Total Kenya’s operational insights to healthcare delivery challenges in Kenya. The final report was divided into four major segments and was intended to capture the process and methodology of this study and the insights of our findings. 
Part I: Research Method
We leveraged the secondary research of Kenya’s healthcare space that the team studied in Boston (Oct to Dec) and further performed primary research through interviews/plant/hospital visits in Kenya (Jan 4th to 22nd) to deepen our understanding of the market and draw meaningful recommendations between the two sectors.
Part II: Healthcare Challenges in Kenya
During the on-site study in Kenya, we identified various structural and operational challenges specific to the healthcare space in Kenya. Structurally, government authorities in both the Ministry of Public Health and Medical Services face the daunting task of allocating limited resources to fund healthcare facilities while also drawing from that same pool of monies to fund programs targeted at increasing the overall number of healthcare professionals. Operationally, the disparity of access to care in the rural vs. urban areas is quite wide and most attributed to the uneven distribution of healthcare professionals in these areas. While the incentives are low for highly-skilled doctors to go to these rural areas, healthcare officials are still having the much needed debate on which type of incentives will spur more sustained interest from the well-trained doctors to serve these underserved areas. Adding to the operational issues is the lack of a comprehensive information technology (IT) system that could manage the needs of health workers at all of the 6 levels of Kenya’s healthcare system. The private sector within healthcare has dramatically stepped up its use of IT and analytics in order to eliminate drug stock-outs, and to better manage its human resources in terms of productivity. The public sector remains hopeful that the Ministry of Health will ramp up its spending in this area, but the primary focus continues to be on training and retaining high performing medical practitioners.  
Part III: Assessment of Total Kenya’s Operation 
We set out to explore the business processes of Total Kenya in order to discern which practices might be best applied to the logistical and supply chain challenges faced by Kenya’s existing public healthcare system. We also found a number of business challenges that Total faces every day, both structurally and operationally, as they strive to retain their #1 market share. Specifically, operating at the highest level of efficiency within a system constrained by government’s inadequate infrastructure and regulation continues to be something Total manages on an everyday basis. When there were these kinds of systemic challenges outside of the power of Total managers, our extensive interviews and observations gave light to a picture of a system where it was very difficult to project cash-flows for future financing needs.
Part IV: Recommendations and Application of Total Operational Learning
After juxtaposing the healthcare delivery challenges and Total’s business operation challenges, we identified three major areas that we could leverage from Total’s operational expertise to address healthcare challenges. First, we saw that the structural challenges of Kenya’s healthcare sector could be improved by creating sustained and economically significant public/private partnerships between Total and possibly the MOH. Total’s partnership with WHO on road safety served as an example to demonstrate the benefits of public/private collaboration. Secondly, we believe that the healthcare system should adopt Total’s attentiveness and human resource (HR) methods (e.g. Total’s rotating expat program) to retain and attract talent. This will serve to further address the problem of uneven distribution of healthcare professionals in rural vs. urban areas by creating a steady flow of highly-skilled rotating doctors; we feel this could reduce the anxiety of spending 1-3yrs in a remote area while creating a healthier rural population. Lastly, after focusing on KEMSA’s (Kenya Medical Supplies Agency) supply chain management, we proposed options for KEMSA to change its supply chain orientation to enhance its operational efficiencies. 
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Project Overview
Identify the key challenges of healthcare delivery in Kenya and leverage Total Kenya’s operational experience and business learnings to make recommendations on how best to improve healthcare delivery in Kenya. 

Project Purpose and Scope
Our team focused on identifying healthcare delivery challenges in Kenya, accessing Total Kenya’s assets, capabilities and operational learning experiences, and synthesizing the application of Total Kenya’s experiences to healthcare delivery in Kenya.
Key Deliverables
Background primer of health care delivery in Kenya:
Perform market study and environment scan of Kenya's healthcare delivery system.
Map out critical problems that exist in Kenya’s health care delivery system.
Assessment of Total Kenya Assets, Capabilities & Experience
Evaluate Total Kenya’s current assets and capabilities.
Conduct studies and reviews of Total Kenya’s operational experiences in Kenya.
Synthesis of Total Kenya’s Experience and the application to healthcare delivery in Kenya 
Capture the learning experiences that Total Kenya underwent in setting up a sustainable and profitable business operation in Kenya since 1955. 
Define the similarities between the challenges that Total Kenya faced and the challenges facing Kenya’s healthcare system (especially delivery of medical supplies & services) today. 



Research Methods
Phase I (October to December in Boston): Secondary research on the macro environment of Kenya, healthcare market and institutions, general disease statistics and access to care indicators:
World Health Organization—statistics and research
Kenya Ministry of Health—strategy and growth plan
EIU Country Report
Other news/articles sites
Phase II (Jan 4th to 22nd in Kenya: Primary research through interviews with professionals from Total and from healthcare institutions and site visits to Total depots/plants and KEMSA/MEDS warehouses. The chart below provides a list of interviews/visited conducted by the student team in Kenya:               
We fully leveraged Total’s network to obtain interviews with the numerous personnel listed above. Additionally, we had to obtain a permit from the government for our research (Appendix 1).
Part II: Healthcare Challenges in Kenya
Demographic and Healthcare Statistics
Demographically, Kenya is home to nearly 40million citizens (39,002,772[endnoteRef:1]). Kenya still remains a very young country with a median age of 18.8 years of age, with just over 40% of its population between the ages of 0-14. Almost 55% of the population is 15-64 years of age and the remaining % is aged 65 years or older. According to UNDP, 2007, the life expectancy is 52.1 years. Of course, the demographics in a country like Kenya can and will change rapidly to reflect the continued loss of younger generations as the effects are felt with epidemics such as HIV/AIDS, Malaria, etc. [1: ] 

According to the International Monetary Fund, the nominal GDP per capita in 2008 was of US$ 838, with 19.7% of the population living with less than US$1.25/day and 39.6% living with less than US$2.00/day, even though the numbers are high, they are much better in comparison to neighbor East African countries, such as Tanzania, Uganda, Rwanda, Burundi, where the in some cases more than 90% of the population live with less than US$2.00/day.
Kenya spent 5.1% of its Gross Domestic Product (GDP) on healthcare in 2002. This was well below the high-income OECD (Organization for Economic Cooperation and Development) countries’ average of 9.8% for the same period. Total healthcare expenditure stands at about US$27 per capita (NHA 05/06), still below of the World Health Organization’s (WHO) recommended level of US$34 per capita.  Currently the healthcare is being financed 39% privately (36.8% from households and 2.2% from private companies), 31% by donors, 29% by the Government and 0.4% by others sources, where 40% of the expenses are used outpatient care, 30% inpatient care, 15% Health Administration, 12% Prevention and Public Health Program and 3% Pharmaceuticals.
The main causes of death in Kenya are HIV/AIDS, lower respiratory infections, diarrhea (especially for newborns and kids), tuberculosis and malaria, which together sum up roughly 65% of death in the country (see table below). Some of the diseases are hard to treat or even don’t have a cure yet, that’s where the prevention should have a special role, others, on the other hand, even though have simple and cheap treatment, still cause a significant number of deaths. 


Causes of Death: Top ten causes of death, all ages Kenya, 2006
	Causes
	(000)
	%
	% Years of Life Lost

	All causes
	376
	100
	100

	HIV/AIDS 
	144
	38
	40

	Lower respiratory infections
	37
	10
	11

	Diarrhoeal diseases
	24
	7
	8

	Tuberculosis
	19
	5
	5

	Malaria
	18
	5
	6

	Cerebrovascular disease
	14
	4
	1

	Ischaemic heart disease
	13
	4
	1

	Perinatal conditions
	13
	4
	5

	Road traffic accidents
	7
	2
	2

	Chronic obstructive pulmonary disease
	6
	2
	1


Source: World Health Organization: Mortality Country Fact Sheet, 2006
As a leading cause of illness, Malaria poses an enormous health and economic burden in Kenya. It accounts for nearly one third of the total burden of illness in Kenya, i.e. 32% of total outpatient cases reported. The HIV and AIDS pandemic has posed , and continues to pose, tremendous health and development challenges to the health system in Kenya, however since 2006, there is free treatment financed by the government, for those seeking antiretroviral drugs (ART).
If we analyze the causes of death on children under-5, we will see an even higher percentage of deaths due to diarrhea and HIV/AIDS transmitted from mother to fetus, in both cases there are either effective preventive measures (HIV/AIDS) or treatment (diarrhea) that could help to combat those diseases if the population had access to the healthcare system.
Distribution of causes of death among children under 5 years of age (Kenya, 2000-2003)
	Causes
	Deathb %
	Regional Average %

	Total Neonatal deaths
	100
	100

	Neonatal causesa
	24
	26

	HIV/AIDS
	15
	7

	Diarrhoeal diseases
	16
	17

	Measles
	3
	4

	Malaria
	14
	17

	Pneumonia
	20
	21

	Injuries
	3
	2

	Others
	5
	6


a Includes diarrhea during neonatal period b Sum of individual proportions may not add up to 100% due to rounding.


Other indicators
The table below compares the different healthcare statistics in Kenya to Africa and Europe averages. We can see that on the majority of the parameters analyzed Kenya shows better numbers than the average in Africa. For example, Kenya’s maternal mortality ratio is 560 per 100,000 compared to 900 per 100,000 for Africa region. However Kenya is far behind some important parameter such as “Children aged <5 years sleeping under insecticide-treated bed nets (%)” where Kenya has only 6% compared to 14% of African region, this is a very alarming index, specially due to high incidence of Malaria which is also among one of the most common causes of death in children under 5.
Other indicators: Comparison of Kenya healthcare parameters with African and European region averages
	Parameter
	Kenya
	WHO African Region
	WHO European Region

	Children aged <5 years underweight for age (%)
	16.5
	No data
	No data

	Under-5 mortality rate (probability of dying by age 5 per 1000 live births)
	121
	145
	15

	Measles immunization coverage among 1-year-olds (%)
	80
	74
	94

	Maternal mortality ratio (per 100 000 live births)
	560
	900
	27

	Births attended by skilled health personnel (%)
	42
	46
	96

	Contraceptive prevalence (%)
	39.3
	24.4
	No data

	Adolescent fertility rate (per 1000 girls aged 15–19 years)
	116
	117
	24

	Antenatal care coverage (%) : at least 1 visit
	88
	73
	No data

	Unmet need for family planning (%)
	24.5
	24.4
	No data

	Prevalence of HIV among adults aged ≥15 years per 100,000 population
	No data
	4,735
	336

	Proportion of males aged 15–24 years with comprehensive correct knowledge of HIV/AIDS (%)
	47
	30
	No data

	Proportion of females aged 15–24 years with comprehensive correct knowledge of HIV/AIDS (%)
	34
	23
	No data

	Antiretroviral therapy coverage among people with advanced HIV infection (%)
	38
	30
	17

	Malaria mortality rate per 100 000 population
	74
	104
	No data

	Children aged <5 years sleeping under insecticide-treated bed nets (%)
	6
	14
	No data

	Children aged <5 years who received any antimalarial treatment for fever (%)
	27
	36
	No data

	Tuberculosis treatment success under DOTS (%)
	85
	75
	70

	Access to improved drinking-water sources (%)
	57
	59
	97

	Access to improved sanitation (%)
	42
	33
	93



Even though Kenya has a better healthcare system when compared to other African countries, in particular to other East African countries, there is still a huge gap relatively to first world countries. The existence of diseases that could be treated with proper access to safe water, education of the population and some basic prevention methods are characteristic to third world countries, and without the intervention of government to provide the basic needs to the population would be hard to improve those statistics and ultimately the quality of life of the population.
 Over the past 5 years Kenya has invested a lot in infrastructure and basic needs, however there is still a huge gap between urban and rural area, for example, according to NHA 05/06, 91% of the population living in the urban area had access to safe water, compared to only 51% in the rural area. This disparity is also seen in the doctor/patient ratio. According to the statistics, there are approximately 10150 people per one physician (vs. 314 people per doctor in the States) from which on average one doctor per 500 people in Nairobi, but only one per 160,000 in rural Turkana district, as shown on the table below. During the project we visit Kinango district, which had only one hospital with one doctor to assist a population of about 225,000 people.
Access to Qualified Doctors, Place of Delivery and Population of Health Facility by Province. Source: Economic Survey 2004, District Development Plans (2002-2008), 2003 Kenya Demographic and Health Survey

Healthcare overview
The treasury department is responsible for allocating the funds to the Ministry of Public Health and Sanitation and Ministry of Medical Services, which then determines how the budget should be spent in the Health sector. In the past years, more than 50% of the budget was used to pay salaries, wages and benefits, with few resources being allocated to improve healthcare infrastructure and acquisitions of new equipments, one of the reasons of the increasingly gap between the public and private sector. The ministry is also responsible to provide most of the drugs for the public sector and all HIV/AIDS drugs for private and public institutions. The distribution of drugs for public institutions is mainly made by KEMSA, a semiautonomous medical supply agency, which is 50% owned by the government and 50% privately.  KEMSA covers 4,100 facilities, all over the country. Another important drug and medical devices distributor is MEDS, however their focus is towards NGOs and faith base organizations. A parallel source of funding comes from donors, in general those funds are project oriented, decreasing the flexibility of the allocation of the money.  The graph below shows an overview of the healthcare system in Kenya.

Healthcare Overview in Kenya:



Healthcare Challenges
During our research period in Kenya we identified numerous challenges the healthcare system faces, especially in the public sector. We divided those challenges in two categories, structural (how the system are structured, so we need higher level decisions to change it, normally with government intervention) and operational (efficiencies in terms of decision making and execution).


The table below summarizes our findings:
	Area
	Structural Challenges
	Operational Challenges

	Finance
	Shortage of funds
Not always affordable
Increasing cost of services at private health facilities
Accessibility: Transportation and Infrastructure
Healthcare insurance covers less than 20% of the population
	Allocation of funds


	Operations
	Poor physical infrastructure and absence of some key equipments 
Insuficient capacity in public hospitals
	Ineficiencies
Demand forecasting
Frauds 

	Human Resources
	Not enough doctor graduating 
	Retention (high turn over)
Training
Career plan
Wages
Urban vs Rural

	Distribution (KEMSA)
	Transportation: Road infrastructure
	Centralization of the operations
Reliability on manual checks
Inventory Management
Burocracies
Communication



The healthcare challenge begins, as discussed previously, with the shortage of funds that comes from the government which are not sufficient: to invest in infrastructure and equipments,  to maintain competitive wages compared to private sector, to increase the number of healthcare agents especially doctors, to acquire and distribute 100% of drugs and medical devices to the public sector, etc. For example, when we visited Kenyatta National Hospital, there was huge number of people laying on the ground all over the hospital’s surroundings waiting for a hospital bed, in the emergency wing there was also a lot of people sitting on the floor waiting for treatment. Despite the poor infrastructure and lower quality of service provided by the public sector, the majority of the Kenyan population has to rely on those services since they cannot afford to pay the increasingly prices charged by the private institutions, additionally less than 20% of the population has health insurance. Public health institutions currently charge subsidized fees that in many cases have to be waved. 
Transportation is a big challenge specially for the population the lives in rural areas. Even though the overall road infrastructure in the country has improved in the last few years, the improvement is mostly concentrated to connect urban and more developed areas. The rural and generally poorer population has to find alternative ways to get to the closest hospitals whenever they need any healthcare assistance and sometimes just to get to the nearest hospital they have to spend a considerable portion of their income. This is one of the reasons about 40% of the Kenyans who fall sick do not seek medical care, an issue which obliges government to examine ways of protecting  the poor and other vulnerable groups in order to ensure that they access medical services when in need.
The public hospitals still account for management inefficiencies. First, there is neither IT system nor reliable manual checks to help the forecast of the demand of drugs and medical supplies, in many cases the procurement department purchase without knowing the current inventory level and forecasted demand for determined drug. Second, the hospitals have to operate with high default rate, in which the paying patient seems to be subsidizing the ones that are defaulting. Third, in many cases the doctors are also responsible for managing the hospital and the lack of business expertise not only reduce the management quality but also the time the doctor would be acting as a doctor, a scarce resource in Kenya.
The number of doctors graduating at Kenyan’s Universities (supply of doctor) is far below the demand and if we associate it with the high turnover rate in healthcare institutions, not only for doctors, but also nurses, and other agents, is the problem just get bigger. The public sector is losing its workforce either for private institution that offers better wages and benefits to the employee or by other countries that also provide better salaries and better conditions for the doctors, nurses and other healthcare agents.  It is additionally challenge to retain specialized healthcare personnel in the rural areas where the essential labor conditions are likely unmet.
 In order to Kenyan healthcare system to be sustainable and work more efficiently it is essential new measures to be created and implemented to address each one of the challenges, the changes should be done not only on the government side but also on the corporate side. Part IV of this report provides some recommendations to some critical healthcare challenges that Kenya is currently subject to.

Part III: Assessment of Total Kenya’s Operation 
Our time in Kenya examining the business processes of TOTAL Kenya led us to attempt to discern which best practices might be best applied to the logistical and supply chain challenges facing the healthcare sector in Kenya’s existing public healthcare system. What we also found were a number of business challenges that TOTAL faces every day, both structurally and operationally, as they strive to retain their #1 market share. Specifically, we found that TOTAL faces an everyday challenge to operate at the highest efficiency within a system constrained by government’s inadequate infrastructure and regulation. This manifests itself in the way of limited pipeline throughout, restricted refining capacity at the KPC plant, and bottlenecks at the jetties where supertankers sit in a predetermined queue to pump product into TOTAL and KPC’s refinery. Add to that a developing but currently insufficient road and highway infrastructure, and we saw that as soon as oil and petroleum products are offloaded at the ports in Mombasa, TOTAL has a number of obstacles to overcome that are really out of their control at the government level.  

When there are these kinds of systemic challenges outside of the power of TOTAL managers, our extensive interviews and observations gave light to a picture of a system where it is very difficult to project cash-flows for future financing needs. Additionally, planning and supplying the various elements of TOTAL’s supply chain from Mombasa to the various depots and service stations in and around Nairobi is quite difficult due to the manual and demand driven type system that has to interface with a lacking infrastructure and uncertain customer demands. 

In terms of Total’s overall business operations, Total has 4 major divisions: 1) Network, 2) Export & Bulk 3) General Trade and 4) Aviation. During our time spent with the team, we focused on the General Trade area and Network area as those areas comprised the service and management of their 104 service stations and the distribution of their primary petrol products to consumers and institutions.  

When first getting a sense for Total’s business operations, I wanted to focus on their finance department, as the allocation and projection of cash flows affects every other aspect of their operations. We sat down with the finance manager for Total’s executive committee and he went over these processes with me. For every customer, Total does a careful analysis of the proposed client’s balance sheet and then assigns a rating, after which credit terms are set, i.e. where Total defines the numbers of days the customers have to pay their bill (accounts payable). Total also has bank guarantees in place as another way of securing client’s ability to pay for Total’s goods.
Stock-outs / financial provision: Total’s planning and supply is primarily responsible for inventory management and planning, so they are the ones who make day to day forecasts for physical stocks and determine what needs to be bought. Those amounts are approved regularly by finance.  Total’s finance department has an overview of the entire stock-out process, but does not make strategic financial the specific daily operational matters pertaining to this. In essence, the finance director needs to be aware of what is happening in every department of Total in order to have accurately gathered a comprehensive picture of Total’s financing needs.  In order to properly project cash-flows, the finance manager needs to always be on the phone with other departments and talking face-to-face with people at all levels to get a complete understanding of Total’s changing financial condition. 
Hedging: For hedging, in order to know the currency risk, you need to 1st define the currency—Kenyan Shillings. Total pays dividends to shareholders in Kenyan Shillings so ultimately, the dividend is what matters to these shareholders. Currency speculation is completely forbidden by Total, and as a result, any currency exposure should be 100% covered. Not covering currency risk is, in itself, an implied speculative position. Current practices for hedging are basic: Spot and forward purchasing. Any trading in derivatives by Total does not happen at the corporate level and is expressly forbidden by the company.  Total’s foreign currency exposure (USD) is mainly over the importation of petroleum, exportation for Uganda and some local customers that only purchase in dollar.
Finance of operations: Total’s common stock (pre-Chevron merger) is not heavily traded, though 22% of its available shares do technically trade on the Nairobi Stock Exchange, while the other 78% are owned by Total France, the parent company. However, with the recent acquisition of Chevron assets, Total Kenya received a capital increase/infusion from Total France (parent company) that amounted to a reorganization of Total Kenya’s capital structure. Total Kenya still trades on the exchange, but now ~97% of its shares are owned are now owned by the mother company. From a financing perspective, Total Kenya’s capital structure is tied up with a 1/3rd split of long term loans with local banks, 1/3 financing through short term debts. 
Service Stations, Warehouses, Inventory
If Total builds a new service station:  it’s financed mostly by short term facilities (cash flow from operations).
Service station: reports cash-flow from operations to treasury, who then reports to France.
If there is a projected shortfall of production: Finance is not directly involved in projecting production—remember, this is done by the plant managers in conjunction with the operating/management committee & planning and supply…
The finance department is involved in the process by making sure that Finance/Treasury properly accounts for these production projections in the Finance department’s cash flow projection. Doing this across the whole of Total Kenya is quite challenging and even more so at the global level, especially because financing needs are enmeshed with certain strict borrowing covenants of balance sheet. As a public company, Total Kenya cannot break these covenants. Thus, the biggest challenge continues to be managing the cash-flow and balance sheet while respecting the new covenants.
Total Kenya and Total France relationship: if Total Kenya is growing and need additional funding from Total France, the decision will be analyzed and decided whether to take money from France or from a loan. Credit with suppliers can also finance operations. Remember, in Kenya, most of the procurement is paid in advance, so again this is a very difficult challenge to anticipate and project financial need ahead of the delivery of the actual oil product. As Total Kenya grows within Kenya, much of that growth will be financed with short-term debt/credit facilities. 
Distribution of products with fleets and pipelines:  The Finance department gets reports daily on the inventory, how much they have, where they are, and if there are any capacity constraints on the pipeline that may change the operating business needs in a material way. Since capacity on the pipeline is constrained, it’s possible that additional transportation of product may be needed to get the product to the client. Of course, transportation methods impacts costs, which is especially important when Total is operating on such tiny margins (2-10% in many cases). Finance needs to pay attention if the costs are covered by the price. There is a daily margin analysis review.
How to manage government expectations in regards to margins: 80% of government communication is politics. So, when the government puts pressure on Total Kenya to bring down their prices (margins), there aren’t many ways that Total can communicate back against the Kenyan government, but it is always a negotiation. 
Takeaways:  When the margins are so small (2-3 shillings in many cases), the focus for Total Kenya’s business has to be to grow margins 1st. Kenya is a very competitive market, and as such the only way to grow materially is to do focus on these 4 areas:
Increase point of sales within the market
Ensure these point of sale are managed correctly
Reduce price (to grow scale and volume)
Focus on service!! Service is often more important than price at service stations, especially when the price difference is very low, i.e. not significant enough to cause consumers to comparison shop. 

KPC refinery has enough capacity to handle the entire Kenyan market according to Jean-Francois, but because it is more expensive to process crude oil in Kenya, the government would rather import it. 
Kenyan refinery runs at 1.6million capacity but actually has close to 4million capacity. 
KPC pipeline runs at 550cubics/hr when it actually has full capacity of 800cubics/hr. 
In other words, according to Jean-Francois, if the Kenyan government saw the need (and perhaps they should according to him) to hold more strategic #’s of stock at their state-owned facilities, there would never actually have to be a stock-out. 
All of these points speak to the capacity constraints present in the Kenyan Government pipeline & refinery. Jean-Francois believes that the capacity constraints are some of the largest contributing factors to making planning and supply very difficult in Kenya. 
Jean-Francois attributes this to “bottlenecks” which he lists as the following:
KPC owning the only pipeline, the only refinery, and the vessels that ship the crude oil from the Gulf to Kenya
Ship delays due to:
Loading too late
Technical malfunctions
Weather delays
Quality of crude 
Jetty congestion
There is only 1 jetty (Kipevu station) from where these tankers from KPC can really offload, and as a result, there is a queue for tankers that could last days. 
It’s worth mentioning that if your importing other product for that 30% that you can bring in however you’d like, if your ship is at all delayed you can actually be sent to the back of the queue. 
So, for the vessels that are bringing in the crude oil to Mombasa, these are not vessels that are owned by TOTAL and thus, they are not able to optimize that part of the supply chain at all as it is dictated to them by KPC. 
There is also something called “process documentation” that takes 3-7 days once the ships reach Mombasa. Again, if the KPC vessels are late for reasons that TOTAL, Shell, etc…are not able to manage, a company could be looking at upwards of a 1-week delay. 
Due to these external concerns that are largely out of their control (and in the government’s) there are real, potential dangers that arise from actually planning in a manner that you would in any other country. 
“There is a financial cost to being proactive” –being proactive is not always borne out to be the best decision. 
inventory costs 
price exposure cost if you make a strategic decision to plan ahead and buy extra oil product
You could have spent a full day planning and each day, it would be a different story from KPC in terms of where their ships are, what the allotment is at KPC for TOTAL and the rest of the competitors.
It is worth noting that Jean-Francois’s team definitely checks regularly the inventories at KPC and does this to know what other companies are holding
With many developing countries, the government would normally SET the price-at-the-pump for the customer. In Kenya, the government actually lets the price be set by the market, but then controls “everything else” through its ministries, making optimization in the American sense much harder to do. 
Logistics can give you (any company) a large competitive advantage. BUT, in Kenya, the flexibility, to BE competitive is very much constrained. An example of flexibility for TOTAL would be for them to own the ship b/c if they owned the ship that brings in the crude oil, they could bring in more for themselves, they would know if there’s going to be a delay much earlier, Total could take a faster/different route/etc…
It takes 10-15 days to get the product during a stock-out
TOTAL keeps 20-25days of inventory minimally available
Each time logistics are constrained, if your company has a logistical advantage (owns the pipeline, refinery, etc...) you will have a huge competitive advantage in this market. 
Strategic advantage vs. Financial advantage --- the point here is that planning & supply would, at times, want to make strategic moves for the company that might not always be initially justifiable (but are during a crisis, or an unforeseen circumstance which occurs regularly since the government controls all the major things like the pipeline, refinery, vessels, etc…). 
An example where TOTAL has the kind of strategic advantage is with LPG; TOTAL has 50% market share. They (TOTAL) control all of the strategic and logistical movements of this product from origin to end-user in a way that no other competitor does. 
From a business operations perspective, TOTAL’s competitive advantage is:
1) Quality of products and 
2) Safety  and lastly 3) Reliability. 
Total just changed size with this Chevron deal and it is critical to keep costs as low as possible. 
Strategic stocks for the country would be awesome –the government again could really control this issue of stockouts if they held strategic supplies.
Being the biggest has its challenges. 
Where we also have a real competitive advantage is where with TOTAL’s specialties; 1)LPG and 2) Lubricants
Part IV: Recommendations and Application of Total Operational Learning
At last, by understanding Total’s business challenges, our team also documented Total’s operational excellence in addressing these challenges. Through the synthesis of identifying key structural and operation challenges in Kenya’s healthcare and assessing Total’s operation experience and excellence, we discovered three major areas of opportunity to address healthcare delivery challenges through private sector learning.  First of all, we would recommend the government to foster private/public partnership opportunities to address some of the structural and systemic challenge of healthcare. Secondly, we believed Total’s human resource practices to incentivize and attract talents would be applicable to healthcare professionals recruitment and retention. Lastly, we investigated into the supply chain orientation and processes of KEMSA (Kenya Medical Supplies Agency) and juxtaposing it with Total’s supply chain to understand tradeoffs between cost-oriented vs. customer-oriented supply chain design and to recommend optimal management system structure based on Total’s structure.
The private-public partnership will help address the insufficiency of number of healthcare facilities in the rural areas. To make this initiative successful, the government needs to support and provide attractive incentives for private sectors to invest in or fund the operations of healthcare facilities. There are two possible models of the partnerships.
Faith-based organization: The private sector invest in building the facilities while the government funds the ongoing operations e.g. subsidization of drugs or employee salaries.
For-profit organization: The government builds the facilities while the private sector funds and runs the ongoing operations and uses profits for reinvestment. This is similar to concept of government outsourcing management from private sectors.
The other challenge that the private-public partnership can address is the limited capacity of healthcare training institutions to provide ongoing skill trainings for healthcare professionals as well as the shortage in quantity of healthcare professionals. To address these challenges, the government should create some incentives that can attract private sectors to provide facilities or human capital for these trainings which can include both basic degree in medicine or skill improvement trainings. 
The incentives provided by the government can be monetary ones e.g. tax benefits or other non-monetary incentives e.g. promoting the publicity of the participating private sectors.
Next, there are also some operational challenges that both Total’s operation process and Kenya’s healthcare system are facing. The first area is in human resource process. The following table summarizes the key difference between the human resource system of Total Kenya and of the Kenya’s healthcare system

The human resource process can usually be described through three main steps: recruiting, training and retaining. From the interviews with Human Resource Director of Total, it appears that the main challenge for Total is in retaining and motivating its employees, for which the current turnover rate is 10-12%. On the other hand, the Kenya’s healthcare system faces challenge in all three steps.
In recruiting, there are limited supplies of qualified healthcare professionals (doctors and nurses) graduating from medical and nursing schools. To make the problem worse, some of these professionals move to work abroad which reduce the supplies of these professionals even further. In addition, the distribution of these professionals between the urban and rural areas is uneven.  We visited a district hospital in Kinango which is approximately two hours away from Nairobi, and there is only one doctor in that hospital who needs to take care of as many as 250 patients every day. In terms of training, while many private hospitals put a lot of attentions into this, most public hospitals do the opposite. Most public hospitals place emphasis on managing the utilization of doctors, nurses, and facilities due to high patient to doctor ratio and does not put much attention on providing trainings. As a result, the healthcare professionals in public hospitals can lack some updated knowledge or skills that can be crucial to treating new diseases. 
In regards to retention, most public hospitals especially the ones in the rural areas have difficulties in retaining their doctors and nurses due to lack of incentives. The doctor at the Kinango’s district hospital shared with us that the turnover rate of doctors in the rural hospitals are quite high due to low compensation and shortage of medical facilities. The government used to provide sponsorship in continuing studies for doctors who chose to join public sectors but now it does not; therefore most doctors who just graduated from medical schools will choose to join private hospitals.
To address these issues, there are some areas that we can leverage Total’s operation practices, as follows:
The uneven distribution of healthcare professional between urban and rural areas
Total’s practices: there are rotation programs within and between departments based on employees’ competencies and interests’
Possible opportunities to address the challenges of the healthcare system: 
Develop rotation programs for healthcare professional to move around different geographical locations
Create more attractive incentive schemes for these professionals e.g. provision of priorities in trainings, sponsorship for continuing studies.
Lack of attention to trainings for public hospitals.
Total’s practices: training center for specialized skill trainings which hire trainers from both internal and external 
Possible opportunities to address the challenges of the healthcare system
Better identify and address competency gap of the healthcare professionals and provide specialized trainings accordingly
High turnover due to lack of incentive for doctors and nurses to work in the rural areas:
Total’s practices: Additional benefits for its employees e.g. expat compensation package, bonus that is linked to performance and loan facilities 
Possible opportunities to address the challenges of the healthcare system
Provide more incentives (e.g. higher compensation, better facilities, and better esteem) for healthcare professionals who are placed in the rural areas.
Total vs. KEMSA—Supply Chain
The final part of this section focused exclusively on the formation and orientation of Total supply chain vs. KEMSA’s supply chain. During our research, we interviewed supply chain professionals from Total and KEMSA and we further reached out to the third-party transporters to understand their perspectives of the respective organizations. The analysis included the design of warehousing structure, the orientation of distribution and the management system in place to support the operation. It’s important to note that the reference to Total’s supply chain was narrowly defined (for this project) as the supply chain of oil/gas from Total/KPC deports to individual service stations (excluding specialty products such as aviation, lubricants and others). 



Overview of KEMSA:
KEMSA was created as an autonomous corporate entity that “plan, procure, warehouse and distribute drugs and other medical supplies to public health facilities[footnoteRef:1].” From the procurement end, Ministry of Health often conducted the planning of procurement quantity (drugs and medical supplies) and funding, while KEMSA was in charge of the implementation and placed the bids on an open market. KEMSA owned a market share of 70%[footnoteRef:2] supplying to 4000+ public hospitals and institutions.  [1:   KEMSA PR Material Jan 2010 ]  [2:   KEMSA PR Material Jan 2010] 

KEMSA received bad publicity and reputation and was known for inconsistent customer service and inefficiencies in operation[footnoteRef:3]. The organization was under a series of transformation and yet the bureaucracies could be its biggest impediment. For example, in one of our interviews with KEMSA’s out-sourced transporter Jihan, the interviewees complained about the inefficiencies of KEMSA’s operation. He pointed out that it would normally take KEMSA 3 days to load the products from the warehouse and another 3 days to dispatch them at any given hospital, compare to 1 day for loading and dispatching at KEMSA’s competitors MEDS (Mission for Essential Drugs and Supplies). KEMSA’s non-performance driven culture (strictly 9-5 working hours) and lack on investment in IT technology (manual purchase orders) spiraled down to transporters as their trucks (major assets) stood idle during the loading/dispatching period.  [3:   Interview with KEMSA PR & Transporter Jihan] 

Total vs. KEMSA—Supply Chain Design Overview 

The chart above summarized the supply chain designs of both Total and KEMSA. The most notable difference between the two supply chain systems was that Total’s supply chain was demand-driven whereas KEMSA’s supply chain system was oriented to be cost-driven. 
Decentralization (Total) vs. Centralization (KEMSA)
Consistent with its overall supply chain strategy, Total’s warehousing structure was decentralized and meant to achieve high service level. On the flip side, KEMSA’S warehousing structure was centralized and meant to establish stronger central control and provide cost savings. The following graphs depict the warehousing systems of Total and KEMSA:
Total’s warehousing structure—

KEMSA’s warehousing structure—

KEMSA’s 2010 initiative was to transform from a centralized warehousing structure to a decentralized warehousing with the belief that the change could result in higher service levels. However, as we learnt from talking to professionals working in KEMSA, we noticed that the organization changed from decentralization to centralization for the same reason a couple years back. The intriguing question was not only which system to adopt, but also how to operate the system successfully. 
Since KEMSA had underutilized warehouses across the country and it could potentially transfer inbound distribution costs to suppliers, we believed that the transformation to decentralization would benefit KEMSA greatly. However, as we’ve also observed through touring KEMSA’s warehouse, the organization underinvested in technology greatly (i.e. when asked about investment in PP&E or IT system to increase efficiency, the warehouse managers mentioned that the forklifts were the highlights of the year). Compared to Total (decentralized) or KEMSA’s competitor MEDS (centralized), it would be hard to imagine the chaos of a decentralized management given that all forms of documentations were done manually and communications were prone to delay. Therefore, although we supported the ideas of the transformation from centralization to decentralization, building in flexibilities in the system and getting closer to the customers, we believed that the success requirements for the warehousing transformation included the transformation of its IT system and processes.
The following chart represented the pros and cons of a decentralized/centralized system and the success requirements for KEMSA’s transformation:


Total vs. KEMSA—Push/Pull
The table below summarized the pull and push systems adopted by Total and KEMSA:

Before we delved into the analysis of push vs. pull distribution/ordering systems, it’s important to highlight the major differences between a pull and a push system:
Pull System (Demand Driven)—Pull system is often applied to the supply chain where the demand uncertainty is high. Pull system is more flexible (made to order) and would be better at addressing spikes in demand and decrease lead time. Due to the high customization and high service levels, a pull system may increase operational costs. Additionally, a point-of-sale (POS) system is often a complementary asset to a pull system t provide customers real-time visibility of stock level and real-time purchasing.
Push System (Cost-Driven)— Pull system is often applied to the supply chain where the demand uncertainty is relatively small. The distribution decisions are based on long-term forecasts. A push system could potentially result in lower out-bound distribution cost (pooling effect) and increase asset utilization. However, a push system may be constrained to react quickly to the change in demand patters or result in lower customization/service level. An adequate forecasting system is often necessary to structure a push system.
Pull and Push—Which one is better?
In general, the adoption of pull and push system should depend on the characteristics of the products. Products that have higher demand uncertainties and have higher unit cost (or low transportation cost relative to the product’s total cost) could have been a better fit for the pull system (demand driven). On the contrary, products that have low demand uncertainties and require high economy of scale would have greater cost saving from pooling and pushing (set schedule) the distribution. The graph below summarizes the application of pull-push relative to the product characteristics, Total (pull-pull) and KEMSA (push-push)’s current orientation is highlighted in red:

Total (Crude Oil): If we analyzed the product characteristics of crude oil and drugs further, the demand of crude oil did not vary greatly day-to-day in each individual gas station[footnoteRef:4] and since the downstream oil marketers in Kenya often received the same cost-basis for its supplies, the economies of scale in its distribution served as the ultimate competitive advantage.  [4:  Based on the interview with Total Supply Chain & Operation personnel] 

KEMSA (Drugs & Medical Supplies): Contrary to crude oil, drugs and medical supplies suffer from great short-term demand fluctuations. Although economies of scale were important, the costs (physical and emotional) of stock-outs (delay in adequate care) were more severe. Therefore, you could argue that Total could potentially switch to a more push-driven system to generate higher cost saving and that KEMSA critically needed to switch to a pull-system (with higher IT support) to fulfill higher service levels and prevent stock outs. 

The chart below represented the possible scenarios that Total and KEMSA could adopt to better fit its product orientation:

Total vs. KEMSA--Supply Chain Management System
Lastly, we identified that Total’s supply chain was much better managed and efficient than KEMSA due to its well-functioned management system. KEMSA’s supply chain was sectored and owned by different entities (lack of accountability) and the whole supply chain was fragmented. The different governing bodies prolonged the processes and bureaucracies in paper work and the lack of system support decreased transparency and visibility along the supply chain. To improve on the current system, we would recommend KEMSA to either structurally changed its governance, consolidate its processes, and adopting transparent system and shared performance metrics to guard against fraud, corruption and inefficiencies.
The following graph demonstrated the differences between Total & KEMSA’S management systems:


Appendix 1: Research clearance permit
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