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The purpose of this study is to examine the most critical success factors in 

outsourcing facility management services in companies. These services include 

cleaning, restaurant, lobby services, security, building maintenance as well as 

various continuous management tasks. The study focuses on what makes the 

outsourcing relationship successful and how this can be accomplished. The 

academic literature is based on theory around outsourcing relationships and 

comparing single and multiple sourcing. The study is conducted interviewing 

professionals in the facility management field from both the supplier and customer 

side.  

 

According to the results, the most vital elements for successful outsourcing is to 

establish trust and loyalty between the supplier and customer. Also, having a 

common goal and a clear understanding of the mission that both parties can work 

towards. It is clear that the relationship element has great importance, especially 

with service outsourcing with a single supplier.  
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Tämä pro gradu -työ tutkii, mitkä ovat avaintekijät onnistuneeseen 

kiinteistöpalveluiden ulkoistamiseen. Tavoitteena on löytää seikkoja, joiden avulla 

yritykset voivat muodostaa paremman ulkoistamisprosessin sekä 

toimittajasuhteen. Tutkimus keskittyy erityisesti hyvän toimittajasuhteen 

luomiseen. 

 

Tutkimuksen empiirinen aineisto on kerätty laadullisen haastattelututkimuksen 

avulla. Tutkimuksessa haastateltiin viittä alan ammattilaista, jotka edustivat joko 

ostaja- tai toimittajaorganisaatiota. 

 

Tutkimustulosten mukaan avaintekijät onnistuneeseen kiinteistöpalveluiden 

ulkoistamiseen ovat luottamus ostajan ja toimittajan välillä sekä 

yhteisymmärryksen saavuttaminen ulkoistamisen tavoitteista. Nämä avaintekijät 

ovat erityisen tärkeitä silloin, kun palveluita ulkoistetaan pääasiassa yhdelle 

toimittajalle.  
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1. INTRODUCTION  
 
Outsourcing is an ever-increasing trend especially in non-core business functions. 

Commonly outsourced non-core functions such as finance, logistics, security 

purchasing and sales, or in this case facility services are commonly part of cost 

saving measures (Tang et al. 2008). Outsourcing in various industries have 

received great attention from academics, however in the field of facilities 

management this is not the case. Despite FM being a fast-emerging industry, from 

the view point of research the field is new and little focus has been received from 

academics (Hou & Ho 2015, Cigolini et al. 2009) 

 

Despite outsourcing being a commonly research topic, outsourcing in Facility 

Management is not yet a widely research area. Especially the strategic role of FM 

in the organization and the culture of improvement of value for money lacks 

previous research. Facility management is a function that need to adopt 

outsourcing in order to increase productivity and save money. The outsourcing 

approach in facility management is considered an effective approach in managing 

resources, however the performance of the outsourcing service providers impact 

on business success is often overlooked. (Lok & Baldry 2015) Outsourcing of 

facilities management services falls in the realm of service outsourcing, which has 

its own unique characteristics in how the relationship is managed, what kind of 

input is required from the customer and supplier. Like with any outsourcing, facility 

management services outsourcing comes with its own risks.   

 

Often the core company (customer) and the outsourcing partner (supplier) develop 

a close relationship, especially when the outsourcing partner handles large scale 

operations for the core company. In these cases, strong relationship management 

can be an integral success factor. Also, the application of the sourcing strategy is 

determined by multiple factors. Single sourcing and dual sourcing are common 

sourcing strategies, however there are multiple factors that affect the decision.  
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This study discusses the main success factors in facility management services 

outsourcing, also providing an exploration on the benefits, risks, performance, as 

well as possible alternative solutions. The study also aims to find out the various 

elements that have importance in the outsourcing process by gaining new 

information from professionals in the field.   

 

1.1 Objectives of the study and research questions 
 
As stated earlier, facilities management industry has not received as much 

attention in terms of outsourcing, so it can be considered a gap in research exists. 

Also, outsourcing facility management services is an important decision that 

requires careful assessment of a wide range of factors from the initial outsourcing 

decision all the way through to the management and development of the supplier 

relationship. The research questions in this study aim to shed light into what the 

main success factors are for successful outsourcing in facility management 

services. The objective is also to find out what are the most critical aspects and 

enablers for the future in terms of risks, benefits and future development of the 

customer and supplier relationship. The sub-research questions help understand 

and elaborate on the issue at hand. 

 
The research questions of this study are the following:  
 
What makes outsourcing of facility management services successful? 
 

The sub-questions are the following: 
 
1. How is the outsourcing relationship assessed and developed? 

2. What determine a good outsourcing supplier relationship? 

 

The main research question aims to bring forward a fundamental structure to the 

essentials for organizations that are in the process of outsourcing facilities 

management services. The sub-research questions help elaborate on other key 

factors that contribute to a well-established outsourcing process and arrangement.
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1.2 Facility Management Services 
 
Facility management by definition is a discipline in which the organizations’ built 

environment has an important role in increasing efficiency and reducing costs. This 

view is seen to be the case in both research but also in practise. The term “facility 

management” was defined by the European Committee for Standardisation (CEN) 

in 2006 as “integration of processes within an organization to maintain and develop 

the agreed services which support and improve the effectiveness of its primary 

activities”. The European Committee for Standardisation also defined facility 

services as the “provision of support to the primary activities of an organization, 

delivered by an internal of external provider.” According to CEN, these services 

are connected to “space and infrastructure” and “people and organizations”. 

(Christian & von Felten, 2014)  

 

FM services traditionally include supporting services such as catering, cleaning, 

waste management, security and hospitality, however it has now grown to include 

human resources, finance, estate management and business strategy. (Hou & Ho, 

2015) However, this study will focus on the more traditional services, except for 

also including operational facility managers. Business functions and disciplines 

are constantly evolving. This can make research challenging as some studies may 

identify human resources as part of facility management, but others will keep them 

entirely separate.   

 

These more traditional facility management services are illustrated in the figure 

below: 
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Figure 1 Overview of Facility Management services (Vetráková et al. 2013) 

 

The fundamental purpose of Facility Management is supporting the organizations 

strategy and core business. The purpose is to enhance and support the 

companies’ core competence and economic benefits.  

 

 Figure 2 The Position of FM in Organization Strategy (Vetráková et al. 2013) 
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Facility Management strategy is part of the overall organization strategy. The 

illustration helps understand the position of FM strategy in the overall organization 

strategy. (Vetráková et al. 2013) 

 
 
1.3 Research framework and structure of the thesis 
 
Figure 3 illustrates the framework and structure of the thesis, with essentially four 

parts: the introduction, the theoretical part, the empirical study, as well as the 

discussion and conclusions part. 

 

 
 
Figure 3 Research framework 

 

Chapter 1 is the introduction to the thesis, the background to the study, the 

research questions are determined, and the methodology and structure of the 

thesis.  
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Chapter 2 gathers the foundation of the theoretical background to the study, 

starting with describing outsourcing and the main concepts that this study utilizes. 

Here theories such as the make or buy decision, outsourcing risk and single 

sourcing are discussed.   

 

Chapter 3 provides a deeper theoretical view on outsourcing in facility 

management sector and provides insight into the service aspect of outsourcing, 

as well as risks related to specifically facility management services outsourcing.  

The chapter also focuses on what issues contribute to a successful outsourcing 

relationship. The chapter aims to provide contributing factors from different angles, 

such as the relationship aspect, supplier selection process, performance 

monitoring as well as other managerial factors.  

 

Chapter 4 is where the empirical study results are discussed and interview results 

are presented. The chapter provides insights from three different perspectives: 

first from the buyer side, secondly from the supplier side and thirdly from the buyer 

consultants side. The three perspectives aim to present a holistic view from all 

angles.   

 

Chapter 5 is the discussion and conclusions, where results of the theoretical and 

empirical study is packaged into final conclusions.  
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2. OUTSOURCING 
 

Increasing competition in the global market has forced companies to become more 

efficient in every way. Companies can no longer depend on in-house expertise – 

they have to reach out and exploit outside resources to their best ability. Arnold 

(2000) defines the abbreviation outsourcing as “outside resource using”, meaning 

the value is not created within the own company. This increasing use of outside 

resources and networks has enabled companies to tap into vast amounts of 

capabilities. Today, it is rare that a company produces an entire product or service 

by itself. (Weidenbaum 2005)  

 

As stated earlier, it is often the non-core activities that are outsourced, however 

also operations requiring expert knowledge is often outsourced. The outsourcing 

supplier in theory should have established superior know-how in the specific field, 

which in the customer company would be a non-core activity. The outsourcing 

supplier would also benefit from economies of scale, as well as advanced 

technologies developed from investments and personnel expertise, thus providing 

the customer added value. (Cigolini et al. 2009) 

 

Often when outsourcing studies are made, literature is focused on manufacturing 

outsourcing. Although in both manufacturing outsourcing and service outsourcing 

long-term relationships are beneficial, it is in service industries that suppliers 

require more collaboration in order to perform (Feng et al.  2011). It is also widely 

understood that proactive relationship management plays an important role in 

successful outsourcing results (Handley & Benton Jr. 2009). 

 

2.1 Reasons to outsource and the outsourcing process 
 

Outsourcing has increasingly become a way for organizations to increase their 

competitiveness in the market. This is especially the case with large manufacturing 

companies in the automotive industry, but nowadays it is present everywhere. 

Research has provided arguments both for and against outsourcing to achieve a 

sustainable competitive advantage. (Gilley & Rasheed 2000)  



 15 

 

Companies outsourcing non-core activities to the market for specialist suppliers 

allows firms to concentrate on what they do best. (Gilley & Rasheed 2000) For 

example the benefits of outsourcing overseas can get you closer to the local 

markets and customers (Weidenbaum 2005). 

 

The most common reasons and the benefits to outsource are illustrated in the 

table below: 

 

Table 1 Most commonly found benefits of outsourcing  

Benefits of outsourcing Reference 
Achievement of cost advantages Ali-Marttila et al. 2017 

Belcourt 2006 
Cabral et al. 2014 
Jennings 2002 
Gilley & Rasheed 2000 
Kotabe et al. 2009 
Kremic et al. 2006  
Yildiz & Demirel 2014 
Quelin & Duhamel 2003 
Lonsdale & Cox 1998  
 

Ability to focus on core business Ali-Marttila et al. 2017 
Belcourt 2006 
Jennings 2002 
Gilley & Rasheed 2000 
Kremic et al. 2006  
Lonsdale & Cox 1998  
Quelin & Duhamel 2003 
 

Access new technologies Ali-Marttila et al. 2017 
Belcourt 2006 
Gilley & Rasheed 2000 
Jennings 2002 
Lonsdale & Cox 1998  
 

Reduced investments or assets Gilley & Rasheed 2000 
Kotabe et al. 2009 
Yildiz & Demirel 2014 
Quelin & Duhamel 2003 
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Flexibility Ali-Marttila et al. 2017 
Gilley & Rasheed 2000 
Jennings 2002 
Kremic et al. 2006  
Quelin & Duhamel 2003 
 

Competitive advantage Nikolarakos & Georgopoulos 2001 

Improve service and quality Belcourt 2006 
Gilley & Rasheed 2000 
Jennings 2002 

 

 

Despite the growing trend of outsourcing, there are of course reasons not to 

outsource. Companies can have a tendency to outsource “because everybody is 

doing it”, which can lead to poor decisions with managing a value network 

(Weidenbaum 2005).  

 

Outsourcing relationships area important, which is why the transaction should not 

solely be an arms-length transaction. Opportunistic behaviour can bring problems 

with the supplier if the motives of the supplier differ from the outsourcing company. 

This can be followed by quality issues, for example with the supplier lowering 

quality in the hope of higher profit margins. Also, transaction costs can rise – 

companies need to understand the coordination and management of suppliers, 

which is often overlooked. (Kotabe et al. 2009) 
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Figure 4 A practical framework for understanding the outsourcing process 
(McIvor 2000) 
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the decision with short-term focus on cost cutting as well as capacity (McIvor et al. 

1997). 

 

2.2.1 Core competence 
 
In the make or buy decision, the company’s core competencies must be analysed. 

According to Petts (1997) a core competency is a unique combination of 

technology, knowledge and competencies that are only one company possesses 

in the market. These are intangible resources that are invisible to the competition 

and are hard to duplicate. These intangible resources have various qualities, for 

example diversity (the core competence is obtained by many people utilizing 

technologies), longevity (core competence’s benefits are accumulated to the 

possessor over time), irreplaceability (core competence cannot be replaced by 

another competence), and superiority (the organizations core competence is 

clearly better than the competencies of others) (Petts 1997). 

 

For organizations to fully exploit their core competencies, organizations need to 

be able to identify them. The following criteria can help determine whether it is a 

core competence: added value to customer, differentiation from the competition, 

and continuity. A core competence must provide customers unique added value, 

as ultimately is the customer that decides what core competence is. Companies 

need to continuously consider what competence can provide value to the 

customer. The competence in question must also be unique in the way that 

competitors do not possess it. Ultimately, these premises constitute a competence 

that is hard to reproduce. (Hamel & Prahalad 1996)     

 

2.2.2 Resource based view 
 
The resource based view (RBV) has been a key theme in academics when 

outlining the source of competitive advantage of a firm. It is generally assumed 

that strategic resources are divided unequally and that resources are not easily 

transferred to others. The RBV signifies that companies seek a competitive 

advantage by implementing a strategy that utilizes the resources and 

competences that the company has in its operating environment. (Barney 1991) 
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These resources that companies have can be divided into five groups: financial, 

physical, human, technology and reputation, of which the first two are the firm’s 

tangible resources and the others intangible resources. Espino-Rodríguez & 

Padrón-Robaina (2006) adds that the tangible resources are easy to access and 

identify, while the intangible resources are sufficient to reach a competitive 

advantage.   

 

Companies’ competitive advantage is not only determined by the resources that a 

company possesses internally. If a company lacks resources that it requires or if 

the resources it has are inadequate in some way, the company should consider 

outsourcing. The outsourcing decision should be a method to enhance inadequate 

resources that are available from outside the company. Outsourcing can be 

needed to develop new competencies inside the company to counter the missing 

resources that were identified in the first place. (Grant 1991)   

 
2.2.3 Transaction cost economics 
 
In business, there are always transactions costs where an economic exchange 

occurs between two or more par ties. In its simplest form, it can be for example 

when the marketing department needs to buy printing materials for a stand in a 

recruiting exhibition. Here the only cost is not the materials themselves, but also 

the time it takes for a person to source the materials from a supplier, arrange 

delivery and specify the exact way the materials are wanted. This is why it is vital 

to understand transaction costs as part of the total cost. In a larger scale 

transaction costs can become significant if the purchase or exchange occurs 

frequently or the exchange is more complex, like sourcing integrated circuits for 

an in-house manufactured motion sensor. 

 

Transaction cost economics (TCE) is what is used when a company is deciding 

whether to perform the activity internally, which is called vertical integration, or turn 

to markets, known as horizontal integration or outsourcing. TCE aims to explain 

the boundaries of the company and the amount of vertical integration from 

transaction cost point of view. (Gulbrandsen et al. 2009)  
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In TCE, the primary factors producing transactional difficulties are bounded 

rationality, opportunism, small numbers bargaining, and information 

impactedness. Bounded rationality and opportunism are behavioural components, 

where bounded rationality refer to the human mind being limited, leading to the 

difficulty of understanding possible decisions and their complexities. Opportunism 

on the other hand refers to the people making decisions having an agenda or 

acting out of self-interest. The small bargaining is a difficulty that stems from there 

being a limited or small number of possible options from which to choose form, so 

the limitation of alternative sources. These transaction difficulties and transaction 

costs are increased when asset specificity, uncertainty and infrequency are 

variables that are in place.  (McIvor 2009) 

 

Asset specificity refers to the amount of customization connected to the 

transaction. An asset that has high level of asset specificity has little or no value 

outside the transaction or in another context. Types of asset specificity costs are 

physical asset specificity (the level of product or service customization), human 

asset specificity (the level of specialized knowledge in the transaction), or site 

specificity (location). (McIvor 2009) 

 
2.3 Outsourcing risk 
 
Outsourcing different operations or even divisions of the company come with risk. 

Quelin & Duhamel (2003) identify the widely cited risks in outsourcing, which are 

dependence on the supplier, hidden costs, loss of know-how, service provider’s 

lack of necessary capabilities and social risk. 

 

The continuous delivery of service is vital for the client company. There can be a 

fear of not having a safety net if something goes wrong in the supplier side and 

fails to deliver the expected service as agreed. (Quelin & Duhamel 2013) This can 

be especially true in the case of single sourcing (Burke et al. 2007). The supplier’s 

failure to deliver as expected can prove to be problematic as changing vendors or 

moving the activity back in-house is made more difficult as necessary know-how 

is no longer possessed in the company (Quelin & Duhamel 2013). 
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The capabilities of the supplier have significance in the continuity and quality of 

the service, which can change over the course of long-term contracts. The 

changes that may occur in the client company in the form of geographical changes 

(for example expansion to other countries) impact the service delivery and require 

the supplier to adapt and take into account future contingencies. These 

contingencies can be technical (requirements of being at the cutting edge in 

technology), where change and adaptation is required to support the changing 

business that the client operates in. (Quelin & Duhamel 2013) 

 
2.3.1 Risk of dependency 
 
The risk of being dependent on the supplier is another risk in outsourcing. This risk 

can also be considered as being leveraged by the supplier (Lonsdale & Cox 1998) 

The risk of being dependent on the supplier is considered to be a major risk in 

outsourcing, which is widely cited by academics (Quelin & Duhamel, 2003; 

Lonsdale, 2001) 

 

Leverage induced by the supplier can occur in several ways. Quality may be 

decreased by the supplier, or the new technologies available to the supplier may 

not be implemented for the client. According to Lonsdale & Cox (1998) cost 

however is the most common way in which suppliers exercise leverage. It is 

believed that whenever the possibility to exercise leverage is present without 

getting caught, suppliers will apply this through the combination of dependency as 

well as opportunistic behaviour.  

 
2.3.2 Quality risk 
 
Dependency in the supplier is related to many of the risks in outsourcing. This is 

also true with quality. When the supplier has the upper hand as the client company 

is dependent on the supplier, the produced supply quality can be lowered to the 

level that just satisfies the client company. (Lonsdale & Cox 1998) The lower 

quality standard is of course not always resulting from the opportunistic behaviour 

of the supplier, but the effect can be the result of lacking capabilities (Quelin & 

Duhamel 2003) 



 22 

2.4 Single sourcing versus multiple sourcing 
 
Besides the outsourcing decision itself, this is followed by the question of how the 

supplier structure is organized. A fundamental question in the suppler structure is 

the number of suppliers – whether to implement a single sourcing strategy or 

multiple sourcing.  

 

Firstly, we need to understand the concept of single sourcing. Single sourcing, 

which can often be confused with sole sourcing. Single sourcing implies that 

several suppliers are available in the market, but the buyer chooses to use only 

one supplier. As for sole sourcing, this is when only one supplier is available and 

the buyer uses that supplier. (Larson & Kulchitsky 1998) 

 

Both single and multiple sourcing have benefits and risks. In single sourcing, trust, 

loyalty and a long-term relationship with the supplier can yield good performance 

(Larson & Kulchitsky 1998). A good partnership with fostered cooperation can also 

deliver shared benefits. Also, the management aspect of having less suppliers to 

manage is less cumbersome. (Burke et al. 2006)  

 

The benefits and overall view on single sourcing performance is somewhat divided 

in academics. According to Larson & Kulchitsky (1998), cooperative single 

sourcing is a “myth”, and advices to use single sourcing only is the only option. 

Larson & Kulchitsky (1998) also add that with single sourcing there is opportunity 

for the supplier to exercise power and rise prices and reduce quality of goods and 

services. This can be accompanied by less cooperation due to greater 

dependence due to the lack of competition among suppliers. Single sourcing 

dependency can also expose the buying firm to risk of supply interruption (Burke 

et al. 2007).  

 

The contrasting views of Michael E. Porter and W. Edwards Deming are 

highlighted in the table below: 
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Figure 5 Single Sourcing: Comparison of Deming and Porter Views (Larson & 
Kulchitsky 1998) 

 
The contrasting views of Deming and Porter highlight that with single sourcing 

there are clear benefits and drawbacks, but there is no clear outright conclusion 

on whether single or multiple sourcing is the optimal solution.  

 
2.5 Backsourcing  
 
Outsourcing operations are continuously becoming more complex in their nature 

and involve more business functions than before. Even though outsourcing has its 

clear benefits, there are benefits in producing in-house as well. Organizations can 

have productive processes that create a competitive advantage but also weak 

processes which could be outsourced. The structure of the organization and 

duplicate processes can make outsourcing challenging, and can also allow for 

opportunistic behaviour of suppliers. In these cases organizations should invest in 

developing their processes. The development of secondary or lacking processes 

can strengthen the overall performance of the organization and could eventually 

become a core competence. Keeping processes in-house can also decrease 

supplier dependency. This is why organizations need to analyse their own 

processes, potential suppliers and alternative restructuring options, such as 

establishing a subsidiary. (McIvor 2008)        

 

Companies outsourcing their business functions may also consider backsourcing. 

This is when a company may end its relationship with the vendor and decide to 

produce the business function in-house – or reintegrate the function. (Quelin & 

Duhamel 2003) Reintegration of business functions can be the result of a failure 

Expected Impact of Single 
sourcing on Deming Porter

Product quality

Total costs

Buyer/Supplier cooperation

Buyer dependence

Increase
Decrease

Increase
None

Decrease
Increase

Decrease
Increase
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of outsourcing. The reintegration process involves a rehabilitation process of the 

activity within the company that can be a lengthy process of eight to nine months 

and can be costly (Quelin & Duhamel 2003). 

 

 Figure 6 Comparative table Outsourcing versus Insourcing (Cabral et al. 2014) 

 
Reintegrating can provide benefits to the organization, especially if the outsourcing 

process has proved to be problematic. Figure 6 shows a comparison of outsourced 

personnel versus reintegrated personnel. The benefits were seen in cost, quality, 

safety as well as well-being of the employees. (Cabral et al. 2014) 

 
 

  

Outsourced personnel

Low qualified personnel

Low levels of motivation and commitment

Contractual terms generate discontinuities in the process

Total costs include labor costs and contractor’s profit

Reintegrated personnel

Increased odds of suffering labor accidents

Overestimation of the work force needs

More chances of having judicial disputes in labor courts

Assurance of manpower’s qualification by using the 

recruiting procedures of Organization X

There are more possibilities to motivate employees

Probability of discontinuities in the process is lower

Labor accidents risks decrease

Fewer personnel needed

Judicial dispute odds are lower

Cost savings due to elimination of the contractor’s profit

Contract supervisors are not needed. Personnel can be 

reallocated to maintenance activities

Require the assignment of contract supervisors
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3. OUTSOURCING FACILITY MANAGEMENT SERVICES 
 
 

The factors contributing to a successful outsourcing relationship is vast. Defining 

what makes outsourcing successful can also be difficult, as every outsourcing 

case is different and the motives and goals of companies vary. The following 

chapter aims to discuss some of the main aspects that can contribute to a 

successful outsourcing relationship.  

 

3.1 Service outsourcing 
 
In recent years outsourcing has spread from manufacturing processes to a wider 

range of processes. Now service outsourcing is common in large organizations 

and has been implemented in increasing number of business divisions to logistics 

and transportation. (Cigolini et al. 2009) Service outsourcing differentiates from 

product outsourcing by the aspect of immateriality of services as well as the 

connection to the customer. A service is an action from the supplier that is provided 

to the customer, and the service is produced and consumed simultaneously. This 

aims to bring value to the customer, where the customer is a co-producer of 

resources and process together with the supplier. (Sillanpää et al. 2016) 

 

Grönroos (2000) defines services as follows: 

 

“Service is a process that consists of a set of activities which take place in 

interactions between a customer and people, goods and other physical 

resources, systems and/or infrastructures representing the service provider 

and possibly involving other customers, which aims at assisting the 

customer’s every- day practices.” 

 

In the service process, we can establish that the customer has a significant role in 

the service delivery process. On the contrary, Sillanpää et al. (2016) say that the 

service provider is the service enabler and creates value with the resources that 

are available. Here value co-creation is what creates value to both parties, which 
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is made possible through development, planning, production or delivery together 

with the customer.  

 

Another aspect that differentiates service outsourcing from manufacturing or 

goods outsourcing is the characteristic of heterogeneity. This means no two 

services are exactly alike. This can be in the form of quality, as often the service 

is produced by a service employee and the performance can change from day to 

day. Additionally, the perception of quality from the customer side can be different, 

as the demands of the customer can also change over time. Due to this human 

interaction, it is challenging for customers to control and assess the quality and 

performance of the service. (Coenen & von Felten 2014) 

 

Lastly, according to Coenen & von Felten (2014), perishability is another 

differentiating characteristic. This means the provided service, being an intangible, 

cannot be stored for later use. This can lead to challenges with supply and demand 

and managing these fluctuations. The variability in the supply and demand 

requires the human resource management aspect to meet these challenges. 
 

3.2 Service management 
 

The management of services is part of the service delivery process. Sillanpää et 

al. (2016) state that service consumption is actually the consumption of the 

process itself, rather than the output. This is because the customer does not 

experience the consumption of only a product, but rather the service process, 

which is a sequence of activities that are part of the process chain. This is linked 

to service management, which according to Grönroos (2000) is about 

understanding the value customers receive by consuming the offerings of a 

service provider. The contribution of information, physical goods and other 

tangibles are part of the service delivery process. Here service quality plays a part 

as the perceived quality and value must be assessed in the customer relationship. 

This leads to the importance of understanding and adapting to changes to the 

organization over time (people, technology and physical resources, systems and 
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customers) so that the perceived quality and value can be delivered. (Grönroos 

2000; 195,196)  
 

3.3 Outsourcing risk in facility management 
 
The risk associated in facility management outsourcing is significant just like in 

any other practice of “contracting out” business processes to an external supplier. 

Uncertainty and unpredictable events occurring in the relationship can severely 

hinder the likelihood of a successful relationship, however the list of risk factors 

found by Ikediashi et al. (2012) is extensive. The study by Ikediashi et al. (2012) 

reveals the top risk factors associated with facilities management outsourcing in 

Nigeria, where 61 facility managers, property managers and procurement officers 

responded to what they perceive as the most critical risk factors in outsourcing 

facility management services. For the purpose of this study the top 10 risk factors 

are listed below and the most critical factors are discussed.  

 

Table 2 Ranking of risk factors associated with facilities management 
outsourcing (Ikediashi et al. 2012) 

Ranking Risk 
1 Poor quality of services 

2 Security requirement issues 

3 Inexperience client 

4 Poor relationship between vendor and clients 

5 Conflict of interest 

6 Interruption to supply of services 

7 Unclear responsibilities and targets 

8 Absence of benchmark for quality 

9 Inadequate definition of scope of services 

10 Lack of standard forms of contract for FM 

 

In the study by Ikediashi et al. (2012) “poor quality of services” has been ranked 

number 1. This issue has been recognized by previous studies as well, as the 
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quality issue can have direct consequences to cost overrun as well as can have 

an adverse effect on the perception of services from the facility user point of view. 

The poor quality of services can then lead to the overall credibility of an 

organization. (Ikediashi et al. 2012) 

 

The second ranked issue of security is also critical for the facilities organization. 

This critical risk is a clear concern for organizations, as the possibility for issues 

such as the theft of intellectual property, confidentiality of strategic information, 

data privacy and loss of critical technology are factors that can have significant 

adverse effects on the relationship. (Ikediashi et al. 2012) 

 

Thirdly, the lack of experience of the client was found to be critical in the 

outsourcing process. Ikediashi et al. (2012) argue that inexperience from the client 

side, for example the client organizations facility manager who makes the 

decisions, can hamper the perceived benefits of outsourcing. This is true 

especially in the form of cost escalation.  

 

Interestingly in the study made by Ikediashi et al. (2012), risk factors such as “loss 

of core competencies”, “risk of dependency on service providers”, “opportunism 

by service providers” are not ranked very high in the study, despite many 

outsourcing studies (Lonsdale & Cox 1998; Quelin & Duhamel 2003) affirming the 

significance of these. 
 

3.4 Supplier selection 
 
Supplier selection is one of the most important phases in supply chain 

management. Evaluating potential suppliers is challenging as there are many 

suppliers to select from, which is why academics have studied evaluation criteria 

and the process using variables, criteria and other factors. (Abdolshah 2013). 
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Figure 7 Supplier evaluation and selection process (Abdolshah 2013) 

 

A product or service can be characterized by several attributes that affect the 

supplier selection process. Price, delivery time, lead time, service level and quality 

are some determinants. The customer’s requirements determine the supplier 

selection, as for example some customers are highly sensitive to service quality 

and some to the price of service. (Qian 2014) In multi-service outsourcing, 

collaboration between customer and suppliers is an important factor for the 

development of a long-term relationship. This is vital if the customer values the 

supplier investing in skills or technologies to improve the service they provide. This 

is especially true in the service industry, where typically more collaboration is 

required compared to manufacturing industries. This is because in service 

industries the supplier needs to perform during the whole service process in order 

to impress the customer. This collaboration is an important factor in the supplier 

selection and decision making. (Feng et al. 2011) 

Identify key purchasing/sourcing

Determine purchasing strategy approach

Determine criteria and method of supplier 
evaluation and selection 

First cut: limit supplier pool

Identify potential supply sources

Make supplier selection decision
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Table 3 Quality, delivery and cost criteria in supplier selection (Ho et al. 2010) 
 

 
 

According to Ho et al. (2010), the most popular supplier selection criteria are: 1) 

Quality, 2) Delivery, 3) Cost. Below is a table that summarizes different attributes 

that were found for each selection criteria. 

 

3.5 Single sourcing and performance monitoring 
 
In recent years, companies have started to consolidate their supplier base to use 

fewer suppliers for their facility management services. This means service 

providers are now able to win larger contracts than before, as more services are 

purchased from less suppliers. (IFMA, 2006) Modern supply management is 

essentially maintaining long-term relationships with fewer suppliers that are 

reliable. Choosing a supplier is no longer about sourcing the supplier with least 

Compliance with quality
Continuous improvement program
Corrective and preventative action system
Documentation and self-audit
Inspection and control
ISO quality system installed
Process control capability
Quality planning
Reliability of quality
Service quality experience
Training
Number of bills received from the supplier without errors
Compliance with due date
Delivery and location
Delivery mistakes
Delivery reliability
Waiting time
Delivery efficiency
Order to delivery lead time
Competitiveness of cost
Cost reduction capability
Cost reduction effort
Direct cost
Fluctuation of cost
Indirect coordination cost
Ordering cost

Quality

Delivery

Cost



 31 

cost, but about multiple factors that are both quantitative and qualitative. (Ho et al. 

2010) 

 
With single sourcing, especially in a service industry like facility management, 

ensuring required performance can prove to be challenging. This is where the 

importance of a good Service Level Agreement (SLA) and key performance 

indicators (KPI) become evident. A Service Level Agreement can have detailed 

descriptions on expected results on performance, such as how for example the 

level at which the air-conditioning works or the quality level of cleaning services. 

The SLA, paired with the contract, help determine the expected level of service 

and can have clauses for possible bonuses and penalties. (Cigolini et al. 2009) 

Before a successful contract can be developed, the nature of the services and 

expectations must be clearly defined. As Ali-Marttila et al. (2017) explains, 

outsourcing is done for different reasons (some for cost savings, some for special 

know-how), however open communication is vital so the goals are defined for the 

service relationship. A key aspect for successful service relationships is a common 

view of the strategic objectives and KPI’s (Ali-Marttila et al. 2017). 

 

With a detailed SLA and specific KPI’s, monitoring and controlling performance is 

still a key factor in successful service supplier relationships. SLA’s and established 

KPI’s do not eliminate the need of effort from the customer, as a communication 

between the customer and supplier play a vital role in a successful relationship. 

This is where companies often utilize the DMAIC methodology of Define, Measure, 

Analyze, Improve and Control. (Cigolini et al. 2009) 

 

The service contract plays an important role in mitigating various issues with 

service delivery. In a survey by The International Facility Management 

Association, several key challenges are pointed out in implementing outsourcing 

initiative. Firstly, ensuring getting the correct level of service. Understanding the 

service quality required from the supplier is important to define, but being able to 

determine if work is done to requirements can be challenging. Dealing with scope 

creep is also a challenge pointed out, where it is important to contain the level of 
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work in the contract so that the scope does not slowly expand over time. Another 

key challenge similar to the ones mentioned above is Relinquishing areas of 

responsibility that the provider should be doing. (IFMA, 2006) These challenges 

directly connected to the contract should be identified and followed up on. 

Understanding and enforcing the contractual responsibilities of the service 

provider play an important role and can impact the performance and overall 

relationship. 

 
3.6 Outsourcing partnership and relationship management 
 
Traditionally FM outsourcing relationships have been prominently arms-length 

relationships. According to Hou & Ho (2015) cost-saving has been a prominent 

goal, however this trend has recently changed as companies seek a more 

collaborative approach with long-term relationships that involve mutual strategic 

goals. Furthermore, FM as a concept has developed. Traditional FM services 

include services like cleaning, catering, waste management, security and 

hospitality, however recently FM has developed into a more complete package 

with the addition of services such as estate management, strategy, HR and 

finance. (Hou & Ho 2015)  

 

The relationship management aspect of FM outsourcing should be regarded as a 

key point. Hou & Ho (2015) points out that as FM service delivery is heavily reliant 

on human labour and work efficiency, the management of social relations between 

clients and consultants becomes ever important. This is highlighted in Handley & 

Benton’s (2009) conceptual model, which is illustrated below. Here Relationship 

Management is a key element in the model, indicating the importance of a mutually 

beneficial relationship with the chosen vendor. Of course, this is paired with 

Contractual Completeness, which ties together the relationship from a legal 

standpoint.   
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Figure 8 Conceptual model (Handley & Benton 2009) 

 

Qi & Chau (2012) argue that the relationship between contract and relationship fall 

into two categories. First, the formal contract acts as a foundation for relationship 

development, and the second, a good relationship is required as a contract is not 

flexible once implemented. It is clear both elements of a good relationship as well 

as a sound contract are deciding factors of a successful outsourcing relationship. 

 

The relationship management aspect plays an important role, but pushing the 

relationship to the next level could mean partnership. This of course is not the ideal 

solution to everyone and the differences between a good relationship and 

partnership can sometimes be vague. According to Sillanpää et al. (2016) a 

partnership is a bidirectional relation where both parties benefit and are committed 

to maintain and develop the relationship in a long-lasting way. The aim is a long-

term customership instead of single transaction between the parties – this is 

especially important in the service industry, as the service consumption is part of 

the service process. (Sillanpää et al. 2016) 

 

Sillanpää et al. (2016) establish that it is in the interest of the buying firm to develop 

the supplier. More specifically, it is the goal of developing a supplier relationship 

Strategic Evaluation
The extent to which the outsourcing team 

performed a comprehensive evaluation of the 
strategic implications of outsourcing the 

business activity

Relationship Management
The degree to which the 
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mutually beneficial 
relationship with the chosen 

supplier or vendor.

Contractual Completeness
The extent to which the 

outsourcing firm and chosen 
provider develop a contract 

which effectively coordinates 
resources and addresses 

identified interorganizational
risks. 

Outsourcing Performance
The performance of the outsourcing initiative 

relative to expectations along the dimensions of 
cost, quality, responsiveness, and reliability.
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into a partnership relationship. This partnership development asserts that the 

buying firm should develop supplier systematically, and it is in the best interest of 

both parties as a competitive advantage can be reached due to increased 

performance. This development is illustrated by the framework below:  

 

 Figure 9 Supplier development framework to develop suppliers towards 
relationship development (Sillanpää et al. 2016) 

 

The framework illustrates four approaches to development: first supplier 

assessments, competitive pressure, supplier incentives and finally direct 

involvement. The first approach of Supplier assessment has its roots in traditional 

purchasing function, where potential suppliers are evaluated and chosen based 

on criteria. After this the framework moves towards relationships and different 

approaches that provide new characteristics. (Sillanpää et al. 2016)  

 

The framework is a good instrument to illustrate what steps there are when moving 

towards a partnership relationship and what characteristics and tools there are. 

The motivators in the first two approaches could be considered more as penalties, 

where the latter two approaches are more motivating and incentivising.  

 

3.6.1 Value creating in service relationships 
 
Creating value in the relationship is essential for success and in order to happen, 

interaction between the customer and supplier needs to be present. In the 

Supplier assessments Supplier incentivesCompetitive pressure Direct involvement
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maintenance service business, the movement from a cost-centric to a value-

centric way of thinking has emerged. Before in the early 1900’s maintenance 

service was considered as a “necessary evil” that “costs what it costs”. This has 

radically changed as maintenance service is an integral part of the business 

process that can add value to companies. Companies outsourcing services who 

opt for the value-centric approach realize the goals of long-term profitability and 

aspects such as economic and environmental sustainability, quality, availability 

and safety. (Ali-Marttila et al. 2017) 

 

According to Ali-Marttila et al. (2017) despite value-centric approach becoming 

more common, companies are still focused on minimizing costs in the short term, 

and not necessarily trying to maximize the value in long-term objectives and 

continuous improvement. The differences in these approaches and the nature of 

the relationship can be identified from the interactions shown below. Here the 

service relationship and the nature of the service is illustrated, from transactional 

to relational exchange and full collaboration.    

 
Figure 10 Development of the relationship and service offering (Ali-Marttila et al. 
2017) 

Less complete                                       More complete
Completeness 
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Simple and less complete service offerings are challenging to differentiate for the 

customer. However, if the service offerings are complex, the created value is high, 

but this also requires more input from both the customer and the supplier. 

Whichever offering is preferred, profitability is achievable if the arrangement suits 

both the supplier and customer. However, the greater the focus is on the service 

side, realized value (value-in-use) becomes more important, instead of value at 

the point of sales (value-in-exchange). (Ali-Marttila et al. 2017) 

 

To summarize, communication, commitment, value creation and the mutual 

understanding of goals between supplier and customer is emphasised when 

service offerings are more complex. On the other hand, when the suppliers service 

offerings are less complex, a more transaction-oriented approach may be more 

suitable where focus is more on price. Prior to developing and building the 

relationship, a clear understanding must be in place on the customer side. (Ali-

Marttila et al. 2017)  

 

3.7 Other managerial factors  
 
Building on the previous factors that have effect and can help establish 

outsourcing success in facility management, the following three aspects of 

handling facility management services are described from the view point of 

managerial challenges. (Coenen & von Felten 2014) 

 

3.7.1 Process management 
 
The delivery of facility management services is essentially a stream of processes, 

which is why it is vital for service providers to establish a well-designed process 

management that has a focus on the customer and the customer’s perspective. A 

well-established process chain is required for the delivery of services to maintain 

efficiency, consistency and lead times. A tool for creating a well-designed process 

is service blueprinting, where internal and external process steps are mapped out. 

Here activities and contact points with customers, end users and employees are 

drawn to illustrate the parties involved. (Coenen & von Felten 2014) 
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3.7.2 Tangibility management 
 
Facility management services, like most services are intangibles, which is why it 

is important to be able to communicate the perceived value through some form of 

tangibility. This tangibility can be in the form of personnel uniforms, logos and 

generally communicating the brand. The tangibility factor can also be bolstered 

through the service process itself. Service providers should practise proactiveness 

in the process phase, not only focusing on the outcome. This could be in the form 

of managing and communicating waiting time by providing a transparent way of 

seeing the progress of a certain process or activity, for example by a online user 

portal. (Coenen & von Felten 2014) 

 

3.7.3 Personnel management 
 
Most of the services delivered by facility management service providers are human 

interactions, or interpersonal contact between customers and the service 

providers’ employees. The quality of service is very much dependent on the 

activities and behaviour of the employees. Pressure on the employees may come 

from the service provider organization that the employee works for, or from the 

customers side. Pressure coming from either supplier organization or customer 

organization, excessive pressure can lead to lack of motivation, poor customer 

relationships and stressfulness. Leadership and teamwork are required to 

overcome challenges such as these and to build ownership of service processes 

in order to fulfil the customer’s needs. (Coenen & von Felten 2014) 

 

3.8 Success factors for outsourcing 
 

The following table summarizes the most critical success factors for outsourcing: 
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Table 4 Summary of most critical success factors in outsourcing  

Determine what to outsource and what to keep in 

the organization 

Grant 1991 
Handley & Benton 2009 
Hodsi & Rusu 2013 
 

Well-established contract  Cigolini et al. 2009 
Hodsi & Rusu 2013 
Qi & Chau 2012 
 

Make sure contract is fulfilled, performance 

monitoring 

Cigolini et al. 2009 
Handley & Benton 2009 
Hodsi & Rusu 2013 
Sillanpää et al. 2016 
 

Importance of relationship, establish long-term 

relationships 

Ali-Marttila et al. 2017 
Handley & Benton 2009 
Hou & Ho 2015 
Hodsi & Rusu 2013 
Larson & Kulchitsky 1998 
Sillanpää et al. 2016 
Swar et al. 2012 
 

Incentives and motivation of supplier, mutual 

goals 

Ali-Marttila et al. 2017 
Coenen & von Felten 2014 
Hodsi & Rusu 2013 
Hou & Ho 2015 
Sillanpää et al. 2016 
 

Proactiveness and communication  Ali-Marttila et al. 2017 
Hodsi & Rusu 2013 
Coenen & von Felten 2014 
Sillanpää et al. 2016 
 

Supplier assessment and selection Sillanpää et al. 2016 
 
 

 

In literature, successful outsourcing requires above all a good relationship 

between the parties. The importance of clear communication and over all 

relationship management is emphasised. There are multiple contributing factors 

to establishing a good relationship, but it can be said that a solid contract is the 

foundation for success. Also, the mutual understanding and common goal is 

especially important, so both parties have a vision and a clear scope of what needs 
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to be accomplished. The significance of motivating the supplier is also 

emphasised, where incentives have an important role, especially in performance. 

Additionally, it must be understood that the customer company must have 

competence in the outsourcing process from the implementation phase through to 

the continuous management of the relationship. Of course, the supplier must be 

able to deliver what is agreed and the contract fulfilled, otherwise problems will 

arise.  
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4. OUTSORUCING FACILITIES SERVICES BASED IN CASE ORGANIZATION 
 

The empirical part of the study is based on a case study of a large corporation and 

its relationship with its facility management services provider. The study therefore 

focuses on a single case company as an example. The empirical study includes 

three perspectives: the buyer organization, the supplier and a consulting company.   

 

4.1 Research methodology  
 

The research methodology chosen for this research project was a qualitative study 

by interviews. A qualitative approach provides a wider understanding of the case 

in question as the research questions can be answered from multiple viewpoints. 

A qualitative research method is a comprehensive procurement of data where the 

source of the data is gathered from real-world contexts. In qualitative research 

people are preferred for the source of data, and the subjects should ideally be 

selected purposefully (Hirsjärvi et al. 2002).   The research methodology was also 

determined partly by the type of research question. As the research question is 

complex and open-ended, the answer and results will also be broad and can be 

interpreted differently depending on the context. 

 

Connecting with professionals that are directly involved with making the decisions 

is favourable and provides genuine insight to why a certain approach has been 

chosen. Additionally, people from different positions from both customer and 

supplier side are interviewed to provide a well-balanced picture to avoid biased 

results. 

 

The theory part of the study was used to establish an understanding of the 

underlying theories and knowledge on outsourcing, as well as what benefits and 

pitfalls single and multiple sourcing. Additionally, more specific theory was used 

such as customer and supplier relationships in outsourcing and performance of 

suppliers in outsourcing. The literature review acts as a foundation to the semi-

structured interview, keeping focus on the main research questions.  
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4.2 Results of the interview 
 
 
This chapter continues with the results of the interviews which are compared and 

reflected on the theoretical part of the study. Here the new findings from the 

interviews are assessed and evaluated, and new perspectives on outsourcing of 

facility management services are presented. 

 

The analysis is based on five qualitative interviews with representatives from the 

supplier, buyer (or customer) and consultants (buyer side consultants) with expert 

knowledge on the subject. One person from the buyer side was interviewed and 

two persons from both supplier and buyer consulting side were interviewed.  The 

interview questions presented to the supplier are slightly adjusted compared to the 

questions presented to the buyer side and buyer consultants. All interview 

questions are shown in the appendices.  

 

4.3 Outsourcing in facilities management services 
 
 
Why outsourcing in facilities management services 
 
Supplier: 
 

Being able to focus on core business was identified as a reason why facilities 

management services are outsourced. It was said that as the supplier company’s 

core business is facility management services, the customer company can benefit 

from this special knowhow that the supplier has. Another reason for outsourcing 

is the flexibility that outsourcing provides.  

 

Cost was also identified as a reason, which can be driven down when outsourcing 

the service. This means the customer company does not need to directly employ 

personnel and can buy the service as a package.  

 

The aspect of ‘buying’ innovation and development through service providers is 

also a factor, as companies specializing in facility management services have vast 
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experience through other clients, so best practises and processes can be utilized. 

The most important reasons identified were cost, and the fact that companies 

should focus on their core business. 

 

Buyer: 
 

A primary reason why FM services are outsourced is because the organization 

itself may not have the necessary competences. Also, other companies (suppliers) 

may have possibilities to gather resources for these services. Additionally, cost 

effectiveness is a reason, as companies specializing in these services can 

manage the costs more efficiently. These are the primary reasons why companies 

outsource in general.  

 

It was also said that companies focus on their core business, and FM services are 

usually outside of this core. Suppliers provide these services; hence it is their core 

business. Suppliers have the ability to manage their resources more efficiently.   

 

Buyer consulting: 
 

The most concise answer would be that facility management services are so far 

from the organizations core business, meaning maintaining and developing the 

knowhow and competencies to produce those services is not practical. Also, larger 

service provider organizations have the volume and company structure to support 

and manage these services, which is cost effective. Companies should also 

outsource these activities because demand shifts of personnel within the 

organization changes can be problematic, but with the outsourcing company these 

can be arranged more easily. Also, larger service providers have a lot of 

knowledge and experience that they can utilize, for example best practises and 

use of value networks.  

 
Analysis: 
 

The ability to focus on core competencies is the primary reason for outsourcing 

facility management services. All respondents concur that facility management 
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services are not the core business for the customer company, so these should 

essentially be outsourced to a supplier that has specialized competencies and 

resources. Also, all pointed out that this can and should bring cost savings through 

efficiency. The responses to this question were very similar from all perspectives 

(supplier, buyer and buyer consulting).     

 
Table 5 Reasons to outsource facility management services 

  
Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
 
 
Reasons to 
outsource FM 
services 
 

 
Customer able to focus 
on core business 
 
Suppliers have special 
knowhow, innovation 
 
Cost reduction 
 

 
Buyer company may 
not have 
competencies 
 
Cost effectiveness, 
specialized suppliers 
manage resources 
better 
 
Focus on core 
business 
 

 
Not core business 
 
Suppliers have 
special knowhow 
and volume benefits 
 
Cost effectiveness 
 
Flexibility 

 
 
Activities to outsource 
 
Supplier: 
 

Activities that can be categorized as maintenance, upkeep and supporting 

activities should be outsourced. Cleaning, maintenance, restaurant to name a few. 

Operational managers or more managerial roles don’t necessary need to be 

outsourced, they could also be insourced. As these operational manager roles are 

outsourced and provided by the supplier, the service is agile for the company, for 

example if the physical facility sites are reduced, these services can be adjusted 

accordingly with the service contract. If these roles were insourced, it would not 

be as flexible. With outsourcing, there is also more control on the selection of 

personnel, as it is also more flexible to change personnel with the operational 

managers for example. An example is if a certain specific expertise and 

experience is wanted, this can be arranged more easily.  This is the opposite in 

the case when someone is hired for the company. 
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Buyer: 
 

There isn’t really a limit to what activities to outsource – everything that are related 

to FM services can be outsourced. However, assessing what activities are very 

important to the company is essential, as the loss of knowhow should be mitigated 

for the long term. An example of this is security related issues that the company 

itself should be able to have good control over. Also, these can be outsourced, but 

the outsourcing should be in a manner that ensures the continuity if personnel 

changes occur for example.  

 

According to the buyer side representative there aren’t really activities that could 

not be outsourced if managed in the right way. The important thing is establishing 

a business case for the outsourcing, otherwise there aren’t particular issues that 

wouldn’t allow for outsourcing to happen.  

 

Buyer consulting: 
 

Basically, anything related to facilities management services can be outsourced. 

However, it is important that in the buyer organization there is someone that 

oversees the outsourcing suppliers’ activities (mostly operational managers) and 

acts as a connection to the organizations business needs. Additionally, choosing 

the right outsourcing model is part of this, so analysing should you select a supplier 

that would act as an integrated supplier that produces essentially all FM services, 

or outsource only some functions.  

 

What should and shouldn’t be outsourced might also be determined based on 

indirect costs that certain operations require. One example is auditing certain 

facility spaces (e.g. ISO 9001 and environmental standards) which for a 

specialized service provider can cover more cost effectively. 

 

In facility management, the business is going towards more integrated services, 

where companies buy total packages where basically everything is covered. For 
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example, a service 3.0 model, where the ambition level is determined and the 

supplier company works towards this quite independently as well. This is more of 

a partnership, than a transactional exchange.  

 
Analysis: 
 
Practically everything in facility management can be outsourced. However, even 

though it is possible, whether it is successful or a good decision depends on many 

factors. The supplier listed different activities that can be outsourced, all of which 

are non-core business functions. According to the buyer representative, it must be 

carefully assessed which activities are outsourced, for example from the security 

point of view.  

 
Table 6 Activities to outsource  

  
Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
 
Activities to 
outsource 

 
Maintenance 
 
Upkeep 
 
Supporting activities 
 
Restaurant services 
 

 
Everything FM 
related, if there is a 
business case 

 
Everything FM 
related can be 
outsourced 

 
 
Benefits of outsourcing facility management services 
 
Supplier: 
 
In a case where there are also other customers that are served in a facility 

complex, the allocation and division of costs can be made easier with a single 

supplier. In outsourcing facility services, the desired outcome and quality can be 

predetermined. The focus is on the outcome, not the means by which this is 

accomplished, this is another example of the flexibility factor.  
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Buyer: 
 
Global players have the ability to provide these services and manage them, 

bringing new ideas and service models. This is the advantage that smaller players 

(suppliers) may not have. These large service providers can utilize best practises 

from a global scale, which can provide new innovative solutions and ideas, that 

could be otherwise difficult for a small project team for example if FM services 

were in house.  

 

These larger service providers can also utilize their resources for multiple 

purposes for other customers as well, even simultaneously, which increases 

efficiency and can reduce costs. An example of this is a maintenance person (i.e. 

a handyman), which is a resource that can work for several customers, so one 

person does not necessarily need to be allocated for a single site (facility). 

 

Also, volume advantages are benefits with these service providers, as for example 

in restaurant services the service providers buy in large quantities and volume, 

reducing cost. What large service providers like these often do is record and 

analyse the use of resources and materials on a very detailed level, so it is easy 

to follow and optimize these costs.  

 
Buyer consulting: 
 
The pool of knowledge that service providers have is a big advantage and benefit. 

These service providers provide flexibility as they can simultaneously provide 

services to other customers which increases efficiency. Another aspect is 

resourcing, so the allocation of persons based on demand helps with this.  

 

Also, of course one of the fundamental reasons for outsourcing is the cost element. 

This achieved through the scalability, expertise, flexibility and the management 

costs that are not required if the services were produced in house. Basically, 

companies save time and money when they outsource. Additionally, risk is 

mitigated when demand changes occur. The risk of needing to lay off personnel is 

removed with outsourcing, thus leading to cost savings. This is emphasised in 
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today’s world where the general trend is to consolidate office spaces, so the 

facilities are potentially becoming smaller in size, leading to demand changes for 

facility services as well.     

 
Analysis: 
 

Specialized service providers bring flexibility, cost saving and efficiency. For the 

buyer, the cost saving was a fundamental and underlying benefit, with also 

innovation and ability to provide new service models and concepts being benefits 

as well. Also, the buyer pointed out that the cost tracking is a benefit, which was 

not mentioned by the other parties.  

 

We can see that it is important that the outsourcing supplier is able to bring 

flexibility to the operations, which derives from the resourcing factor as the supplier 

is able to resource people to other customers even. Also, we can see that a benefit 

is obtaining special competencies from the supplier, as they have experience and 

knowhow from multiple accounts from where they can bring new service models 

and innovation. 

 

Table 7 Benefits of outsourcing facility management services 
  

Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
 
 
Benefits of 
outsourcing FM 
services 
 

 
Supplier can use 
resources 
elsewhere when not 
needed 
 
Flexibility of service  

 
Innovation and 
service models 
 
Reduction of costs 
through flexibility of 
resources and 
volume 
 
Detailed cost 
tracking 
 

 
On-demand 
services when 
needed (flexibility) 
 
Competencies and 
knowledge 
 
Cost savings 
 
Reduce risk of layoff 
needs 
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Facility management outsourcing risks 
 
Supplier: 
 
A risk mentioned is a case when too much is outsourced and the control factor can 

be an issue. The customer company may lose sight of what is going on in the 

company in terms of facility management services. Supplier power can also 

become a risk or threat if vast amount of outsourcing is implemented especially in 

the operative management side, here dependency could become an issue. As for 

quality issues, this is often reduced by the service contract that determines the 

required level of quality, so this should not be a major risk.  

 
Buyer: 
 

Security is an issue that was brought up for risks in outsourcing facility 

management services. Here if there are personnel changes in the supplier 

organization, the loss of knowhow is a potential risk. Documentation plays an 

important role here to ensure that the longevity of the process is ensured, so the 

knowhow and for example important documents and drawings are not lost.  

 

Another risk is in cost. If there isn’t a valid cost analysis and a business case for 

the outsourcing, the cost of the outsourcing activity can rise.  

 

Also, if outsourcing is done on a wide scale the management of the services 

becomes more critical. This management is important to ensure the outsourcing 

relationship does not take a wrong direction. This issue would be amplified should 

there be multiple supplier to manage. This risk can be mitigated if there is a good 

level of trust and commitment in the relationship. 

 
Buyer consulting: 
 
 
There is risk of control of who (a person) is actually providing the service. There is 

also a risk of losing tacit knowledge, especially if the service provider changes 

after a contract period. This loss of tacit knowledge can be mitigated based on 

how well the handover is done, but there will always be loss of tacit knowledge if 
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the service is not provided in-house. This can be a major problem with facility sites 

where it is especially important that there is key personnel/person, who has a total 

understanding of the activities and operations. In these cases, it is often better to 

have someone hired in-house, rather than outsourced.   

 

The leverage aspect is also a risk. This is especially true if a certain service 

provider is chosen for multiple sites and countries.  

 

In the tendering phase, there can occur risks. For example, if this phase is done 

poorly, and a lot of services are required that are outside of the scope of the 

agreement, additional costs can occur.  

 
Analysis: 
 
 
Control is a potential risk in outsourcing facility management services. This was 

mainly due to the possibility that if the majority of personnel in facility management 

are outsourced, it can be difficult for the customer company to keep track of the 

operations how things are going. The control issue can arise also from the 

possibility that key personnel are from the supplier and thus tacit knowledge can 

be lost, especially if the service provider changes after the contract period. All 

respondents also mentioned the loss of tacit knowledge is a risk. 

Both the buyer and buyer consulting representatives mentioned cost being a 

potential risk, which can occur is the tendering phase is done poorly (buyer 

consulting) or if there isn’t a valid business case for the outsourcing (buyer).  

 

It can be said that the control issue is the most important risk in outsourcing facility 

management services, as well as the potential loss of tacit knowledge. 
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Table 8 Risks in outsourcing 

  
Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
 
 
 
Outsourcing risk 
 

 
Control 
 
Supplier power, 
dependency 
 
Loss of tacit 
knowledge 
 
 

 
Control 
 
Security 
 
Long-term continuity 
 
Cost 
 
Loss of tacit 
knowledge 
 

 
Control  
 
Loss of tacit 
knowledge 
 
Supplier power 
 
Additional costs 

 
 
Use of single supplier and supplier power 
 
 
Supplier: 
 

It is clear that if there is one supplier that provides a wide range of services and 

for a customer they have at least some level of supplier power. Changing suppliers 

when one supplier is selected to provide multiple services can be challenging and 

risky, even though for certain services such as cleaning switching suppliers can 

be made more easily.  

 

The switching cost can be especially high in services such as the operative 

management side, where expertise and experience have an important role. In 

these roles the personnel have extensive knowledge and experience about the 

company and how the service is produced, so changing this part is more 

challenging and risky. Also, as the customer uses one supplier to produce a wider 

range of services, the benefits of centralizing services are high, thus again raising 

switching costs.    

 

The benefits of having a single supplier as a service provider is having a single 

point of contact, where also synergy benefits can be achieved. If there were 

multiple suppliers providing different services, issues could arise with determining 
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and defining which tasks should be delivered by which company, and more effort 

would be needed in controlling and managing these suppliers and their activities.  

 

Buyer: 
 

Definitely there are implications for having a single supplier as a service provider. 

If there is only one supplier, benchmarking is important to know if the service is at 

a good level. With a single supplier, there isn’t a natural competition factor. Of 

course, the cost and quality is controlled by the agreement, however a lack of 

challenge is not present here. In some other countries, there are other companies 

proving services as well, however it can be challenging to benchmark these where 

the labour cost and prices in general are not the same. So, the benchmarking 

aspect is a challenge. If there were for example two service providers in one site, 

benchmarking could be applied and a competitive factor would be in place. On the 

other hand, with one supplier, the supplier has more freedom and ability to focus 

on developing the services and relationship, thus improving efficiency and quality.  

 
Buyer consulting: 
 

Of course, this is possible. However, this can be the other way around that the 

supplier cannot afford to lose the customer especially with large accounts. In a 

case where the account is large for the supplier, then the customer has buying 

power and leverage. Also, the supplier power is of course mitigated in the 

tendering phase. These types of agreements are often 3-5 years in length, so with 

this cycle the pricing is always reassessed. Of course, you could have multiple 

suppliers that continuously compete for providing services for example in different 

sites, but this method negatively affects the relationship and development. 

 

Selection process 
 

Supplier: 
 

Cost is of course a critical factor when selecting a supplier. Also, certain 

requirements for ISO certification is critical. References are also important factors. 
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The reputation and image of the supplier is also important, this can be 

demonstrated by the references that the supplier has. The supplier must be able 

to show that they are capable of providing a level of service required, for example 

from the scope and scale point of view.    

 

Proactiveness is a factor as well, however, this can be challenging to demonstrate. 

This element is often showcased once the supplier is selected, but the willingness 

to provide new ideas and development is valued. Here qualities like flexibility and 

an attitude of wanting to maintain a heathy relationship are important. This 

flexibility can be in the way services are produced, or for example in invoicing, but 

the bottom line is team spirit and unity.  

 
Buyer: 
 

In the selection process the most important factor is the capabilities and 

opportunities that the supplier has to offer. The requirement is to be able to provide 

top quality services, so assessing if the supplier is able to provide and source this 

level of services is key. Of course, also the cost elements is vital, as one of the 

reasons why outsourcing is done is to reduce costs as well.  

 

Additionally, the supplier is preferred that is able to provide these services on a 

global level as well. The capability is assessed weather the service provider is able 

to handle the services on this scope level. Generally, the supplier must be able to 

provide the agreed services at the set quality level. 

 

The supplier is also assessed so that they are in compliance with the organizations 

general terms and conditions, as well as things like global environmental and 

human rights requirements. The supplier’s reputation is also a factor.  

 

Buyer consulting: 
 

Cost is always a criterion in the selection process. Also, the ambition level that the 

buyer has, has to match what the supplier is capable of. Selecting a right supplier 
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depending on if the ambition is more of a transaction based model, or a partnership 

model. In the partner model, the human aspect is critical, so the people working 

must be a good fit in the organization. 

  

Also, other criteria are for example payment terms and ability to comply with all 

terms and conditions that are required in the organization. These are kind of basic 

requirements that must be fulfilled. Also, the capability of the supplier is vital, as 

they must be able to provide the full scope of the services that is wanted. The 

supplier must be able to provide all services required, so that you don’t have to 

source some services elsewhere. This requirement might even be on a global 

level, if the ambition is to have the same service provider in other countries and 

even continents. This capability is of course also in the quality aspect as well.  

 

Another key aspect is understanding if your organization is a large customer for 

the supplier or a small customer. This can have an effect on how much input and 

importance is given for the account. For example, if a desired criterion is to benefit 

from market knowledge from the supplier (from other customers that the supplier 

has) and you are the largest account that they have, the amount of new ideas and 

development can be hindered. On the other hand, if you are a small account for 

the supplier, the supplier may not prioritize you as a customer as much.  

 
Analysis: 
 

In the supplier selection, the most important factors are cost and the capability of 

the supplier. The capability is a vital factor to ensure that the supplier is able to 

provide services with adequate quality. Both the supplier and buyer mention the 

reputation of the supplier being an important factor, as the supplier represents the 

customer organization.  

 

The buyer consulting pointed out a unique point, which was whether the account 

was significant for the supplier (in terms of size/value), which could have effect on 

how much effort the account would receive in terms of development and time.  
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Table 9 Supplier selection criteria 

  
Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
 
 
Supplier selection 
criteria 
 

 
Cost 
 
References 
 
Reputation 
 
Certifications 
 
Proactiveness 
 

 
Capabilities 
 
Quality of services 
 
Cost 
 
Scalability (global) 
 
Reputation 

 
Cost 
 
Ambition level 
matching to 
customer 
 
Capabilities 
 
Scalability of 
services 
 

 
 

4.4 Relationship management in outsourcing facility management services  
 
 
What makes a good supplier relationship 
 
 
Supplier: 
 
Communication, trust and openness are identified as key elements for a good 

supplier relationship.  

 

It is important for the customer to enable the supplier freedom to some extent. 

When the goal is determined and known by both parties, some level of freedom 

should be in place in the means of how to achieve these goals.  

 

A good relationship can be developed, but this can take some time, for example 

with very short contracts this can be challenging to achieve. Here continuity plays 

an important role. Also, it is important for both parties to understand and know 

what is required. Communication is vital here – it must be very clear what services 

are provided and at what level of quality.  
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Trusting the supplier is important, so the customer does not need to micromanage 

and control how services are provided. The supplier has core competence in the 

service they provide so the level of expertise is there to accomplish these goals.  

 
Buyer: 
 

The first thing that makes a good relationship is trust, for example the trust that 

the supplier will deliver services as agreed. Governance in the relationship is also 

an important element, so the supplier follows a certain protocol and structure that 

has been agreed upon. This establishes a good foundation for the relationship. As 

an example, if there occur certain problems or issues, these are communicated 

forward in the right manner and that the predetermined steps are followed. 

 

The common goal is an important factor as well, so the supplier and customer 

understand where they want to go and what the vision is. Of course, this vision 

changes over time, but the actions are determined accordingly and followed. This 

also develops the relationship with the supplier. Reporting and KPI’s (costs of 

whatever needs to be monitored) are then the tools used to support this process 

of moving forward.  

 
Buyer consulting: 
 

The supplier must understand the ambition and objectives of the customer. The 

management of the relationship does not have to be as active if the supplier 

understands the ambition fully. If the cooperation starts from the vision and mission 

level, the management and controlling can be less present. This understanding of 

the big picture is the foundation for a good relationship. Both parties should have 

a clear picture of the division of responsibilities and authorization, this is key to 

avoid for example misunderstandings with decision making and other actions.  

 

Trust and openness must be present in both sides. The openness is key in 

monitoring the performance, so an open book type of control and monitoring is 

present. Also, for a good relationship to be present the human aspect is important, 

so the person chemistry also works well, this is key for good cooperation. 
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Additionally, it is important to have a clear understanding of what the aim of 

monthly meetings is and what need to be accomplished.  

 
Analysis: 
 

Trust and communication are vital factors for a good relationship. These factors 

were mentioned by all respondents and were considered the backbone for a good 

relationship. Trust can be built in many ways, one of which is delivering the 

services as agreed and having an open book way of working. A good relationship 

can be enhanced with good governance of the relationship, where the right 

communication channels are used and the protocol is followed as agreed.    

 

The supplier pointed out a unique factor, which was continuity. According to the 

supplier it is important to know there is some continuity in the service (long-term 

contract for example), which would be difficult to attain through short contracts.   

 
Table 10 Factors that make a good buyer/supplier relationship 

  
Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
Factors that make a 
good buyer/supplier 
relationship  
 

 
Communication 
 
Trust 
 
Continuity (long 
term commitment) 

 
Trust 
 
Governance 
 
Common goal 

 
Communication 
 
Understanding of 
common goal 
 
Governance 
 
Trust and openness 
 

 
 
Expectations from supplier/buyer 
 
Supplier: 
 

The expectations are very much the same elements that are mentioned for what 

makes a good supplier relationship, but particularly trust is expected from both 

sides. Openness and communicating potential problem cases is expected, where 

it is expected that if an issue arises, there is open communication about what the 



 57 

issue is and how this can be solved – with a solution that works for both parties. 

The supplier must also have the bravery to raise problems they may have and also 

provide solutions for the problems. Here again it is important for both parties to 

understand the goal. If the goal is to provide a world class service, both parties 

must understand what is required and actions must be aligned with the goal.   

 

Feedback is a very important issue that is expected from the other party. Receiving 

acknowledgement that you are an important part of the organization is valued. 

Also, when feedback is received, only then can you provide ideas how to further 

develop the service. If no feedback is given, it can be difficult to know if the service 

quality is at a required level and is the relationship going well.  

 
Buyer: 
 

The expectation is of course that the supplier delivers what is agreed, and if this 

is not accomplished the consequence can even be looking into new suppliers. Of 

course, if the supplier is able to exceed the required services and quality, this is 

very good and enhances the relationship. But ultimately the KPI’s that are set in 

the agreement must be in check. New ideas are also expected, so how things can 

be developed and improved, or if there are better ways of providing a service.  

 
Buyer consulting: 
 

As communication is a key factor in a good relationship, it is expected that the 

supplier informs the buyer company persons if there is an issue or a problem that 

needs addressing. Being able to recognize significant issues and bring them up, 

and to understand when some decisions or actions can be done more 

independently. So, the trust enables the buyer side leaders to have confidence in 

the supplier to deliver, the leaders and management do not need to know every 

detail of how things are carried out. Of course, input is needed from the leaders 

for direction and reassurance to some extent. Basically, taking responsibility of 

what is agreed is expected.  
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4.5 Supplier development 
 
Management and development of the relationship 
 
Supplier: 
 

The management and development of the relationship has changed somewhat in 

the past few years, as the direction and goals of the services have been adjusted. 

The services themselves have more focus on the service quality, not as much the 

cost factor.  

 

Monthly meetings with the parties is the primary way of discussing performance 

and how the relationship is working. Primarily the operations in Finland are 

discussed with more focus, but also other European countries’ operations are 

discussed on a more general level. As for performance and cost, the customer 

uses subcontractors who focus more on the financial performance and budget side 

of the outsourcing services. The interactions between the customer side and 

supplier side (operative site managers) is frequent, sometimes even daily, so 

communication through this channel builds the relationship. Developing the 

relationship is made easy this way, as communicating and working together with 

the customer can even happen on a daily basis. Overall the relationship receives 

enough attention in terms of management and development.  

 

In the past few years, the focus has moved to aiming towards better service quality, 

the development has been positive. Prior to this the relationship has been more 

cost centric.  

 

Buyer: 
 

Currently there are monthly meetings, and quarterly meetings according to the 

governance, as well as yearly meetings where also directors are present. Also, 

KPI’s are used to follow how things are going. Additionally, cost reporting is 

followed. KPI’s include for example quality in cleaning services, lobby services, 

restaurant services. Security KPI’s are for example reaction time. Also in reporting, 
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all required documentation must be in place, this isn’t necessarily a KPI, but it is 

agreed in the contract. KPI’s mostly focus on what has already been done, but it 

is also important to look forward into the future, so what can be changed and 

developed. 

 

In Finland, there are annual meetings where these aspects are discussed more 

deeply with the operational managers, and in Sweden there is an innovation day 

for example. In Sweden, the focus is on what can be done better and developed.  

 

Of course, there is always room for improvement in the development of the 

relationship. Enhancing the trust and striving to establish the win-win relationship. 

It is important to include the persons involved in the day to day operations, where 

input comes from both the supplier and customer on what is the ambition level on 

the long-term. 

 

Buyer consulting: 
 

It is important to see the supplier side personnel as part of the organization, 

especially with the partnership model. This allows for better communication and 

flexibility, and with the personnel being partly very close to the buyer organization, 

the co-working is a large benefit. This relationship is also developed though the 

monthly meetings, but also with continuous communication and openness. The 

person chemistry is also an important factor, so when you have a good team spirit 

where everyone is working towards the same goal, the performance is also 

enhanced, which all contribute towards a good relationship.  

 

Overall, the supplier relationship and development stems from trust, openness, 

flexibility, and being in a situation where the supplier and buyer both understand 

the high-level vision and mission, from where the supplier can then have better 

freedom and motivation to develop their services. Examples of this is for example 

transparency in the use of resources and money, which is not scrutinized as much 

as in a transaction based relationship. Also, pointing out the key personnel from 
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the supplier organization, and agreeing that these key persons will be working in 

the relationship in the long-term, if the contract agreement continues.  

 

Analysis: 
 

The outsourcing relationship management is essentially good and clear 

communication between the supplier and customer. In practise, this can be done 

with formal monthly meetings, where issues are discussed between the right 

people.  

 

Overall, the management of the relationship is having a clear governance and 

structure – a selected medium and channel of communication. It is also the attitude 

towards openness and trust that helps establish and develop the relationship, thus 

leading to better results. This method helps with understanding the costs better 

and builds continuity between the parties.  

 

4.6 Outsourcing success 
 
 
What could negatively affect outsourcing success 
 
Supplier: 
 

Already in the supplier selection process, if the customer pursues mainly cost 

savings, this could negatively affect the outcome of outsourcing the service. This 

is a critical phase as there needs to be an understanding of the capabilities of the 

supplier, but also the goals of the customer. This need to be well defined and 

known from the beginning.  Also in terms of performing, if there are quality issues 

in the service delivery, how this is handled afterwards can negatively affect the 

outsourcing and relationship.  

 

Buyer: 
 

Fundamentally, the supplier must be able to accomplish the agreed services with 

the quality demanded. If this cannot be done, then of course there is an issue.  
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Buyer consulting: 
 

In the relationship that is more of a partnership, the people chemistry is so 

important, that problems here can have very impactful negative effect. Regarding 

the tendering phase, the process itself should really affect the relationship once 

the supplier is selected. The tendering process is essentially a cabinet discussion 

that is separate from the supplier relationship. The tendering phase is not a 

personal matter, but rather something that must be done from the buyer 

organization point of view for there to be a business case.  

 

Also, there can definitely be problems if the supplier’s performance is not on the 

level it should be on. If the performance issue is something that is easily measured 

and improved, this is not a problem. However, if the issue is a personal problem 

with attitude for example, it is much more challenging to resolve. This people 

problem can also arise if the personnel from the supplier do not feel they are part 

of the team.    

 
Important factors for outsourcing success 
 

Supplier: 
 

The long-term vision and goals are important to understand. Defining and 

understanding the goals is key, and the supplier should have a proactive attitude 

to developing the relationship and services. Emphasis on the big picture and 

having a vision of what the service concept is what creates a successful 

outsourcing. Both parties should also understand the cost element, that with a 

certain cost, the service quality is at a certain level.   

 

Buyer: 
 

The most important element for a successful outsourcing relationship is loyalty 

and trust, which is the foundation, especially if the aim is to be able to give freedom 

for the supplier to manage the operations independently. Of course, also 
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controlling and monitoring the performance is a key aspect. Another success factor 

is the cost element, so there must be cost benefits.  

 

As for the outsourcing decision phase, it is the organizations own responsibility to 

specify what how the outsourcing should be done and with what scope. In the 

tendering and supplier selection process it is important that the potential supplier 

is able to present their offerings in a more holistic way about what opportunities 

and development they can bring in to the relationship. Being able to illustrate the 

capability to take the services to the next level and look into the future. The supplier 

must show how they differentiate from the competition. Elements like new trends 

in facility management services and showing what service concepts would work 

well particularly for this organization. Also, proof of ability with KPI’s and 

demonstrating success with other clients is important, but generally it is the entire 

package that is important. The potential supplier must also have a good reputation 

in terms of their social responsibility and how they are perceived as a supplier as 

a whole.  

 

But once the relationship is established and contact on going, success means that 

services are provided as agreed and quality is on point. Also, the proactivity is 

important, so the supplier should be able to tackle issues and proactively present 

solutions as options. Additionally, the personnel of the supplier play an important 

role, where the personnel is responsible for the desired lead time to responses. 

 
Buyer consulting: 
 

It is vital that the tendering phase is thought of as a separate phase in the process 

and that it should be regarded as an organizational / corporate element. The 

transition to the acting relationship and normal operations should be as quick as 

possible. 

 

Communication and trust are also of course the key factors for a successful 

outsourcing relationship, and also that the supplier delivers the services with good 
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quality. Part of this quality is the lead time and communicating and reporting that 

things are accomplished. This is the basic foundation.  

 

Essentially, when you think about the reasons for outsourcing, saving cost, time 

and not having to manage the services yourself, and these things are done 

properly with good quality, then the outsourcing has been successful. 

 

Analysis: 
 

For outsourcing of facility management services to be successful, there must be 

trust and loyalty between the supplier and customer. This can be achieved in many 

ways (communication, openness, long-term commitment, common goals etc.), but 

it is the foundation for success. This relationship element is essential, as 

outsourcing in facility management performs better when the relationship is more 

of a partnership, rather than a transactional arrangement. 

 

It is the supplier’s responsibility to be able to deliver the services as agreed, with 

adequate quality and lead time, if this cannot be accomplished, the outsourcing 

can be considered to have failed. There must be adequate control and monitoring 

of the performance to keep track on how things are going. This is two-fold, as 

appropriate monitoring requires openness from the supplier as well.  

 

Understanding what to outsource is also vital. The scope of the services that is 

wanted must be well defined, and the supplier must be able to match this, and 

have a full understanding of the ambition level. 
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Table 11 Most important factors for successful outsourcing and outsourcing 
relationship 
  

Supplier 
 

 
Buyer 

 
Buyer consulting 

 
 
 
 
 
Most important 
factors for 
successful 
outsourcing and 
outsourcing 
relationship 
 

 
To not only focus on 
cost savings 
 
Understand the cost 
of integrated 
services 
 
Well-defined goals 
 
Long-term goals 
 
Ensuring good 
quality at all times 

 
Trust and loyalty 
 
Control and 
monitoring over 
performance 
 
Assessing what to 
outsource, scope of 
outsourcing 
 
Supplier’s ability to 
provide services and 
develop them 
 
Supplier’s good 
reputation 
 
 

 
Communication and 
trust 
 
Supplier’s ability to 
deliver quality 
 
Quick transition from 
tendering phase to 
normal operation 
with supplier 
 
Understanding of 
common goal / 
ambition level 
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5. CONCLUSIONS 
 
Looking back at the theory behind outsourcing, outsourcing in facilities 

management and the success factors, a lot of similarities were found in the 

interviews, but also some differences. Here in this chapter these comparisons are 

made, and the objectives of the study are concluded.  

 

5.1 Commonalities between findings from the interviews and theory  
 
The summary of the most critical success factors for outsourcing in facility 

management presented on page 41 (table 4) outlines various different themes that 

have significance when outsourcing. We know that according to theory, it is vital 

to determine that to outsource, so the scope of the activities is well-defined. This 

must be known, so that the tendering process can be successful, leading to a well-

established contract. These phases are interlinked and all have effect on the end 

result. These aspects were also highlighted in the interviews in varying degree, 

but the scope of outsourcing services, the tendering process and the importance 

of the contract were all key themes in the interview. According to the interview 

respondents the interview is essentially the backbone and foundation, which acts 

as a reference when controlling and monitoring performance as well. In the 

tendering phase of the outsourcing process the importance of understanding how 

and what to outsource was essential, only after this is known it is possible to find 

suitable supplier candidates.   

 

The importance of the relationship was the most covered theme in literature. This 

aspect is probably the most important factor for outsourcing success, especially in 

the service industry. The same view can be gathered from the interviews, as it was 

a common theme in most themes of the responses. The relationship aspect is 

definitely highlighted both in literature as well as for the interviewed parties. The 

relationship aspect is a broad element as it can have effect on multiple aspects of 

the outsourcing process. If the relationship is established well, it can lead to even 

better performance, cost reductions, longevity of the relationship, and better 

overall service quality.  
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Other factors, such as incentives for the supplier and proactiveness and 

communication, are also linked to the relationship aspect. According to theory, 

there must be certain incentives for the supplier as well as mutual goals, which is 

highlighted in integrated solutions that are relational and more complete. This 

theory of development of the relationship and service offering (Ali-Marttila et al. 

2017) is essentially what is described in the interviews, and the nature of the 

services (Integrated solutions) are also very similar.  

 

Similar to Ali-Marttila et al. (2017) model, Sillanpää et al. (2016) established a 

framework for supplier development towards relationship development (figure 9), 

which illustrates factors that progress the supplier towards a partnership model. In 

the framework, elements like competitive pressure, supplier incentives and direct 

involvement and steps towards a better relationship. From the interviews, many of 

the same elements were discussed, especially the supplier incentives and direct 

involvement. Additionally, competitive pressure from the threat of switching 

suppliers was found from both literature and interviews.  

 

Also, single sourcing in facility management services and in the integrated service 

industries in general, single supplier sourcing is common. This is where the 

relationship aspect is emphasised, as performance benchmarking and competition 

can be challenging to implement. With single sourcing the cost is not the primary 

selection criteria, but multiple qualitative and quantitative factors play a part (Ho et 

al. 2010). This also became evident from the interview responses, as having a 

single supplier allows the supplier to develop the relationship and processes more 

freely, which is vital for continuous improvement and quality.  

 

5.2 Differences in findings from the interviews and theory 
 
The amount of direct differences between theory and the responses from 

interviews was limited. The vast majority of aspects that affect the success of 

outsourcing in facility management were also found from the interviews, at least 

from one of the parties (supplier, buyer and buyer consulting). It could be argued 

that the theory emphasises the threat of switching suppliers as one key element 
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that can lead to better performance, however from the interviews it was gathered 

that if the relationship is well established and both supplier and customer company 

share the same vision and mission, the threat of switching suppliers is somewhat 

low. Also, in the theory it was found that incentives and motivating the supplier 

was a critical success factor.  

 

At least the incentives part is not aligned with the interview results, as according 

to the interviews the opportunity for continuity should be enough as an incentive, 

and additional reward systems may not be necessary for good performance. It is 

the long-term commitment and partnership element that ensures the supplier is 

incentivized to perform.  

 

5.3 Summary of findings 
 

Summarizing the answer to the research question of What makes outsourcing of 

facility management services successful, it can be concluded that there are 

various elements that have great importance in achieving outsourcing success 

and a successful relationship, however, like in all outsourcing activities the cases 

are all unique. The most important elements based on the theory and interviews 

are: 

• Trust, loyalty and good communication between the supplier and customer 

• Supplier’s ability to provide services as agreed 

• Well-defined mission and common goals, preferably long-term scope 

• Assessing what to outsource 

• Finding the best supplier (supplier selection criteria) 

 

The summarized answers for the sub-research questions, which helped support 

the main research question, are written below: 

 

How is the outsourcing relationship assessed and developed? 

• Development and assessment through structured monthly and annual 

meetings.  
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• Continuous communication, cooperation, openness and trust 

 

What determine a good outsourcing supplier relationship? 

• Openness and trust between supplier and customer 

• Continuous development and long-term goals 

• Structured governance and communication channels 

 

Based on the results, when outsourcing facility management services, these are 

key elements that can help establish a well-managed, high performing outsourcing 

arrangement that will support and develop the business of the company.  

 

5.4 Limitations of the research 
 
The study is limited to establishing a theoretical framework in facility management 

outsourcing success factors, and the empirical data is collected from three 

perspectives and five respondents. Additionally, the empirical part of the study 

focuses on facility management outsourcing therefore the results do not apply to 

all services companies outsource. As stated previously, facility management as 

an academic discipline has not received a lot of attention, which is why general 

outsourcing theory has also been applied and adjusted for the research purpose. 

 

5.5 Reliability and validity  
 
The information gathered for the study for the theoretical part is primarily academic 

research papers, of which most are published mid 2000’s or later. The articles 

used are from well-known and established academic journals, so the theoretical 

framework has a sound reliability factor.  

 

As for the empirical part of the study, the interviewed persons were carefully 

selected to represent the buyer or supplier side in facility management 

outsourcing. The interviewees used in the study all have substantial experience in 

the field. Interview questions were also presented aiming to be objective and as 

open-ended as possible.  
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5.6 Further research 

 
This study outlined the most critical factors that contribute to successful 

outsourcing and outsourcing relationship in facility management services industry. 

The study formed a general framework and guidelines, but for further research it 

would be interesting to see a quantitative approach, where a similar study would 

be done using for example all large Finnish enterprises.  
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APPENDICES 
 

Appendix 1. List of interview questions 

 

Interview questions to buyer company and buyer consultants 
 

OUTSOURCING DECISION 
 

1. Why do you think facility management services are outsourced? (e.g. and 

what are the main benefits) 

2. What activities do you think should be outsourced in facility management 

services? 

3. What risks could there be in outsourcing facility management services? 

4. What are / do you think are the most important criteria in the supplier 

selection process? 

 

SUPPLIER MANAGEMENT 
 

1. What do you think constitute a good buyer-supplier relationship? 

2. What kind of expectations do you have from the supplier/buyer? 

3. How do you see the impact of supplier power in the relationship as one 

supplier is dominant as the service provider? 

4. How is the relationship generally managed? (e.g. control, performance 

monitoring, customer-supplier meetings?) 

5. Do you think the relationship receives enough attention in terms of 

maintaining and development? If yes, how is this done, if no, what could be 

done to improve the relationship? (e.g. performance reporting, meetings) 

 

SUPPLIER DEVELOPMENT 
 

1. How could the relationship be developed? Has the relationship developed 

in the past 2 or so years, if yes, how?  



 

 

2. How is the supplier incentivized to develop the relationship? How do you 

think this could be achieved?  

 

OUTSOURCING SUCCESS 
 

1. What could have a negative impact on the relationship and outsourcing 

success?   

2. What do you think are the most important factors for outsourcing success? 

 

 

Interview questions to supplier: 
 

OUTSOURCING DECISION 
 

1. Why do you think facility management services are outsourced? (e.g. and 

what are the main benefits) 

2. What activities do you think should be outsourced in facility management 

services? 

3. What risks could there be in outsourcing facility management services? 

4. What are / do you think are the most important criteria in the supplier 

selection process? 

 

SUPPLIER MANAGEMENT 
 

1. What do you think constitute a good buyer-supplier relationship? 

2. What kind of expectations do you have from the supplier/buyer? 

3. How do you see the impact of supplier power in the relationship as one 

supplier is dominant as the service provider? 

4. How is the relationship generally managed? (e.g. control, performance 

monitoring, customer-supplier meetings?) 

5. Do you think the relationship receives enough attention in terms of 

maintaining and development? If yes, how is this done, if no, what could be 

done to improve the relationship? (e.g. performance reporting, meetings) 



 

 

SUPPLIER DEVELOPMENT 

 
1. How could the relationship be developed? Has the relationship developed 

in the past 2 or so years, if yes, how?  

2. How is the supplier incentivized to develop the relationship? How do you 

think this could be achieved?  

 

OUTSOURCING SUCCESS 
 

1. What could have a negative impact on the relationship and outsourcing 

success?   

2. What do you think are the most important factors for outsourcing success? 

 


