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Abstract

John Richard Hargreaves

DBA Sheffield Business School
Social Housing: The causes and consequences of short -termism in
outsourced maintenance

The study soughto identify the possible impact of shderm duration contracts on
stakeholders engaged in a sectbth® FM market place. Itfocusis on the trading
relationships between private sector “Suppliers” and public sector “Bugsssiding
Repairs and Maintenance (R&M) services to the Social housing market . sector
Outsourcing is a feature of this market, with notices being published on OJEU. In 2010
the value of these contracted services was in excess of £10.0bn.

The context of the study relates to my appointment as an Interim Operation®mDirec
for a FM service provider. Analysis of its contractsdayationidentified adisparity in
performance for all stakeholders. Contracts of less than 48 months were challanging i
terms of service capacity, ret@d poorer gross and net margins, and had lower
customer satisfaction and staff satisfaction survey results, particularly whe Wwak
involved. The longer term contracts had differing problems but were on target for
operational and financial budgets, wafhiwas also reflected within higher customer
satisfaction scores.

Given this dichotomy why were the R&M contracts for such short durations?hi¥as t
feature of this market or outsourced FM contracts in genéhastdy focuses on the
causes for shorturation trading and the consequences for the stakeholdats
potentially arise out of shotérm contracts.

A pragmatic approach to the research methodology was adopted that used both
quantitative and qualitative methods within a triangulated procssaistructured
interviews, Ethnography and document analysis were utilised to gather data.

The findings from the research demonstrated that EU procurement regulationsl couple
with traditional working practices within the value network and supported &y th
standard forms of contract introduced excessive traosactists, impeded innovation,
investment and, inhibited service quality and the creation of value for all stakesholder
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Candidates Statement

The objectives of my research were to gain an understanding of the causes and
consequences of short duration contracts, which are the common position adopted
within the relationakxchange irthe provision of outsourced Repairs and Maintenance

services in the UK Social housing sector.

The research used a wide array of published literature. This was predominately from
within the FM sector, Service operations management, Transaction cosigamcy

and opportunism. A full bibliography is contained within the thesis.

An additional source of material was social network sites, which were used to get a

“live” perspective on issues relative to the market place.

| am very grateful for the adbe ard assistance provided by my Director of Studiesf.
If. Price, and Prof. BobGarvey my Supervisgr whose influence assisted in the
development of my thinkingnd the structure dhe project In addition to my proof
readers, Dr. Dayl MacGregor, and m wife Kathryn Hargreaves, whose patience,

encouragement and support during the project enabled me to complete the task.



1 Introduction

The study soughto identify the possible impact of shderm durationcontracts on
stakeholders engaged in a seatbthe FM market placelts focusis on the trading
relationships between private sector “Suppliers” and public sector “Bugessiding
Repairs and Maintenance (R&M) services to the Social housing market. SHut®or
channel has specific operational tsaand legal obligations that are held in common.
The sudy will therefore focus on R&M serviagelivery a means to identifyssues that

potentially arise out of shotérm contracts.

Project background
In 2005 built asset maintenance accounted dpproximately 45% oftotal UK

construction output, employed 1.17million individuals and represented approximately
6.2 % of the gross added value (Jones & Sharp, 2006). The FM industtyadiachal
construction / contractirigindustry and by design, rsicture and operatidimechanisti¢

and bureaucratic. The links to the cortsepf scientific management and “Taylorism”
can be clearly observelrough the imposed system of operationalisation of work force,
goals and measurements and the “languagelay to day use which varidgtle from

the smallest firm to largest PLC involved in the supply services (Priskl&ghi 1999;

Nutt 2000). The majority of services provided, are designed to be high volume low risk
activities organised into formal job structures into which operatives can then be
deployed. Weber (194Buggested that bureaucracy was a rational form of organisation
that carried mechanistic principles into all areas of work and social life. Morgan w
his description of organisations as machidso sees the dichotomy, ‘d®w to Kkill
creativity’, Morgan (1989) quotes;This is exactly what happens in the course of
developing mechanistic approaches to organisatifh®rgan 1997).Consequently,

how do the traditional working practicesd the setor gifle innovation and creativity?

Or isMBO afeature or an unintended consequence of the absencedi$goétion?

The Social busing sector of the UK manages in excess of 5.5 million properties, has a
rental turnover of £10.bn, and directly employees over 250,000 people. The sector is
managed by several thousand organisations, which range from Local Authorities (LA)

Registeed Social Landlords (RSLs) tBlousing Associations (Hg\. The sector is



highly regulated and controlled, with considgea polarisation in the market place.
Large organisations are emerging through smaller RSL acquisition, mergers and
property stock transfer. Some of these organisations are as large as FTSE 250
companies, and are cash magnets for “government” funds anderoral lenders who

lend large sums to them relatively risk free. They are feted as high perfemanc
organisations within their market place, and “cash cows” for suppliers. Setvitgs

market are provided either by Direct Labour Organisations (DL@) ave previously
operated as an internal monopoly with no competitive control on cost or quality, or are
outsourced to private contractors, who can vary in size from FTSE 100 companies with
“High Street.” brands, to local sole traders and partnerships. Within this context,
“Outsourcing represents a resuttigentated relationship with an external service
provider for activities traditionally performed within the company”. Rebernik 8&dBca

(2006 p100Y. These outsourced services can be considered from two perspectives,
Transformational or strategic outsourcifiggussing on process and service innovation
and business improvement; anchditional outsourcingvith the emphasis on business
tactics to improve flexibility and efficiency in service execution. The crittgective

is to enable the employer to focus on its core competencies with the aim for hieth par

to engage in a business relationship wheoth bparties facilitate and stimulate
continuous and mutual business change and development. Additionally Coase (1937)
and Williamson (1975) espouse the view that businesses outsource when the cost of
activities being delivered in house are more expenkae buying service and products

in the “market”.

The current market potential forsuppliers to the Socialoising market sector is in
excess of £10bn per annumin the construction sector, this market place is highly
sought after, with several of theajor construction companies seeking to enter the
market due to economic down turn or competitor pressure within their core markets
either through aggressive pricing or by acquiring niche market Property serdites/ F
organisations. The supply chain of maiantractors and subcontractors is a major
employer in UK Plc- in excess of 65000 FTE’s. Many tradesmen joining the private

contractorsvia TUPE arrangements from the HAs as services Veoatracted ouit

! An element of the research project was to gather information aityddsis from the Official Journal
of the European UniohTED website regarding government and NGO tenders, their corgractalue
and the period and specific contract details. m$ldusing published the value of R&M as £14.0bn for
2010.



from the DLO’s. The irony here is that “jobs fafel DLO tradesmen are now
employed under service supply contracts that may b&hat as a specific task to a

Three year contract.

My trading relationships gave me privilegetcess to EU documentation, internal
reports and interviewees at the hightstel within organisations and Government
departments. In reviewing the 20fdarket position there were a number of trends that
were identified, that whilst pertinent to the organisation were also a feature of th
Industry. These were related to the procurement process, which ultimapsigtsnon

the structure of the businesses operating within the industry; the contract, wimels de

and shapes the business relationships; the operational processes and engagement of
people in the delivery of the servicemd additionally, the management of service

delivery and the measurement of performance.

Contex t
In 2006, | started employment with a provider of property and FM services. My role as

an interim manager was to review the current performance of the business, todacilitat
the development of the organisatisrstrategic objective, i.e. to ctmamea niche market
player within the FM industry, and to develop and implement a rolling three year
business plan which would mobilise the changes requaredi provide miestones

against which progress could be measured.

Analysis of thefirm’s contract performance highlighted a number of issues that were
specifically related to the contract term. The organisation had 90 live conBaats
these were related to the deliy of FM services within a PFI framework, 14 were
evergreen contractselating to Estates management, and the remaining 70 were all
relatively short term contracts i.e. between periods-dfykas, and which were all
designed to be delivered within tframework of a standaifdrm of industrycontract

Analysis of the operational and financial performance was consistent across all the
contracts. From an operational context, there was a huge amount of activéiy iy y
specifically relating to mobilation® and a higher than expected number of response
calls in relation to the volume gilanned works, ga 2 identified aconsistency of

delivery for both planned and responsiverkey whilstyea 3 showed a consistent level

2 Perpetual contracts requiring a specific termirmatio
% Standard forms of contract. JCT, TPC NEC, NHF
4 And also a higher volume of response calls than were budgepedtas the bid process.
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of planned works but gduction in the number of responsive works. Financidiléy
contracts made a trading loss ey, made the budgeted profit ieg 2, and exceeded

the budgeted profit inea 3. However the yea 3 profit was generated due to the
reduced spend on repai specifically labour and materials. This was a conscious act
on the part of the contract management “in case we did not win the contract again when
it was out for tender”. Internal staff surveys, identified a tansithin the work force,

that althou) covered by TUPEthey hadthe impression that they were little more than
“skilled migrant workers” who were considered disposable by their employersand a
consequence suffered from a lack of investment in their personal career goatlseor in

development of their trade skills.

Analysis of customer satisfaction reports indicated a correlation to the internal
organisational data, with a “short fall” in expected performance being ideniifithe
latter months of the contrdctDiscussions with the supply chain and with industry
organisations confirmed that this was endemic within the industry and wasiie feft

operational practice.

The longer term contracts had no such issues. Operationally they were mobilised
effectively, sevice activity was agxpeced. Repairs performance, in terms of volume
was always less than the level budgefddnned maintenance was more effective, first
time fix rates were higher and “call backs” to works completed were always less.
Overall customer satisfaction with theervice being delivered was significantly higher
than the standarduration contracts, both in terms of the client who procured the
services andthe Resident or property userAdditionally, the financial performance

was also improvedwith the “actual” evenue, costs, and profit streams usually
delivering in excess of the budgeted figures.

Given the current economic and political climate and the desire for “war on’wiaste
shorttermism a feature of FM contracting and outsourced services in ganenahy
are theR&M contracts for public sector housing so short in duration?

® Transfer of Undertakings Protection Employment
® Clearly this would be detrimental to any tenderdither a contract extension or new contract
submitted by the organisation

11



As my thesis will suggest, this shaermism in FM contracting does havepatential
negative “cost”, for both “Buyer” and “Supplier” in terms of increasgdanteandex

post transaction costs and the “knock on effect of poor profitability and reputation
damage respectively;Supplier’ staff from the perspective of skill development,
security of employment and the cultural effects of the TUPE “merry go roand”
employees The “Residens” in terms of poor service qualityhe sector @pply chain

and their return on investment, the local job market as little investment is made in
apprentices and skill development and the UK Government, which will miss out on

substantial tax revenues.

However is shortermism a desired position for the supply chain due to increased
buying opportunities and hence profit potential. Does it atl/'Buyer” to reduce risk

due to poor procurement practie@d an inability to effectively contract manage their
“Suppliers” performance due to asset management not begingcbre competency-?

are the level of transaction costs and inefficient seripgce worth paying?

The Aims & objectives — who will benefit from the study
The aims of the study were threefold:

e To identify if shorttermism isprevalent in the‘outsourced” supply of FM
servicesits causesand the consequences for the Social housgagpr

e To compile aMetaanalysis on the literature applicable to the identified themes
and to relate the analytical narrative to the relevant literature and to eaphbre
explain the data obtained from the research.

e To undertake research towards developing FM performance anmhtigbuteto

the debate which, challenges the current working practicé®e 6M sector.

Contribution and Practice

Contribution
e Theunintended corejuences of @® logic within R&M service delivery which

challenges where and for whom value is created in the relational exchange.
Traditional Shorterm contracts heavily influenced by construction sector
practice and opportunistic behaviour stifles the application and development of
SD logic in the design and implementation of service delivery negatively
impacting service quality and diminishing the creation of value in use for the
Residents.

12



e ProcurementCurrent procurement design and management practice create mal
distribution wihin the sector, which is compounded due to Buyer/ Supplier
polarisation.The designof long term outsourced service contracts should be
driven by Servicalominant logic. The concept of delivery by a supply chain
makes the principle purchase the “relationgh The evaluation process should
supportthe ability to deliver the works throughout the contract periodthad
concept that Quality and value in service delivegco-produced.

e Performance measuremer@urrent academic measurement theory will fail
within the work environment a$M service providers adopt varying
performance measurement processes withinhteearchicalstructure of their
organisations i.eStrategic functional andhe point of delivery. When linked to
a supply network with Tier 2 and Tier 3 subcontractors, this has the potential to
cause goal displacement and sequential attention to business issues, impeding
service delivery, creating an environment for opportunistic behaviour and
increasing transaction cost&his challenges the lidity design and structure of
measurement in the FM sector.

e A critique of Value creation within a supply network for the benefit of a
Customer to Customer relationship which challenges the concept of value

creation within organisations.

Practice

Stimulateinterest for the establishment of a community of pradtiaehallenge
traditional sector working practices and to develop R&M service delasdyreduce
transaction costwithin the Value network.

To include:

e An understanding of the impact of transaction costs of the sector due to
traditional working practices and short duration contratsobjective being, to
facilitate a challenge to the goods dominant, construction ethos of trading
relationships within the Value network.

e The design and applicatioff ihe procurement process based on service
dominant logic

e The development oforms of contract which reflecthe needs of th&ocial
housingR&M industry and which reduce the levelet antetransaction costs
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e The design and application of performance metrics which reflecipiational

and contractuaheasurement requirements of the sector

Constraints and limitat ions
Within the context of this paper it was recognised that there constraints aradidinsit

on what could be achieved, and these specifically related:
e Access to intervieweesith the Relational exchange.
e Access to internal organisational documents
e To thevolume ofresearch undertaken within the literatwe thetopics which
were wide ranging, and
e The time frame in which the research and data capture was going to be

undertaken. A period of 9 mthrs was planned

A priori knowledge
As a practitioner within the FM industry working &board levél in operational

positions for organisations engaged in the supply of FM services, it is has to be
acknowledged that | am to some extent “operationally familiar” with the issatekam
researching. Additionallyl have worked in service operations management for 20 yrs
and have an interest in the use effprmance measurement to underpin the strategic
intent of service organisations.

Contracting, Contract management and the impact of “agency issues” were a central
part of the activities within my day to day sphere of control. Additionally a wgrki
knowledge of the OJEU based procurement process, the business relationships within
the supply network and interaction between “Buyers and Suppliers” in the Social
Housing market are an elemental part of my professional life.

To challenge the integrity of the researchs fundamental to obtain impartial data, and
therefore the methodology adoptedinductive, diametrically opposed to the structure

of the work submitted previously by me during the DBA programme.

Philosophical Foundations
In Hargreaves (2009)What is truth in management research” it enabled me to reflect

on my own epistemological and ontological positionidg.the start ofthis DBA
journey Two years ago, | identifiechyself firmly within the functionalisparaligm as
espoused by Burrell & Mgan (1979). | started ngecondassignment introduction by
describing how | had recently met Bartemeaus, the blind beggar who upon hearing that

14



Jesus of Nazareth was passing by him, started to shout aloud “have pity obyme”,
continuing to shout loudemd louder Jesusventuallycalls Bartemeaus to come to him.
“What do you want of me?” Jesus asks, “To see again”, responds Bartemeaus and as he
was a man of faith, his sight was returned and he followed Jesus along the road. The
Gospel writers wereexcelkent at usingmetaphors to illustratevhat was going on,
Morgan (1997) quote$Metaphors create partial ways of seeing for in encouraging us

to see and understand the world from one perspective they discourage us from seeing it
from others, and in this“biblical” sense the blindness referred to was not a medical
condition, but an inability to see the big picture. Within this context, this is the pbtentia
affliction of the management researcheas the issue identified really what is going on?

As a “positivist”, my critical issue has been the management of the dualism between
subjectand object and that it is possible to parde the subjegtthe knower or the
researcherfrom the objectthe known or the observed, through the application of
scientific meéhodology. This can however be limiting and could makeheeesearcher

suffer from the same blindness that affected Bartemeaus.

For me, | assume that | can take a neutral position in which | can stand back and
observe the “world” objectively, and withitinis context thedgy deductively test or
inductively generate theory in an objective fashion. “Thus truth, as correspondence, is to
be found through the observer’'s passive registration of the facts that denstility”.

Gill & Johnson (210, p195). Consequently,adopteda pragmatic approach tihe
researclguestion See Sectiof3: Methodology.

Design
Crotty (1998) contends that there are four elements to designing a research study, and at

the broadest level are the issues surrounding the philosophical assumptions of the
researcher, which in turn inform and guide the use of a theoretical position or “lens”.

Building on this stance then informs and develops the methodology which is a strategy
or a plan of action, which finally includes the method, i.e. the techniques used to gather

analyses and interpret the data.

A potential element othe research project is the world view and stance taken by the

senior managers / Directors of the “Buyers” (see SedtidtrojectContext); there is a
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need to understand their position and rationale regarding the criteria adopber
approach to “Spplier” procurement. This is certainly subjectidee to the individual
stances taken, and as suel approach needs to be adopted that will facilitate the

generation of data.

The critical question? Is the methodology and method approgaatihe stug? By
adopting a pragmatic methodology it is envisaged that | can get the “best” world view.
Gill & Johnson (2010, p.206) cite Law & Lodge, and their notiorfwebrkability”,
specifically truthfulness in a pragmatic sendathin this concept they arguehat if a
theory/ networkallows people to interact satisfactorily with their environment then it
reinforces, but if from the stance of theory their environment becomes unpredictable
and uncontrollable then the theory is undermined and likely to chalmgeummary

they suggest therefore that workability of a theory is a function for which itds use

Tashakkori & Teddlie (2003) argue the position for linking mixed methods reseatch a
a Pragmatic methodology, suggesting the following points as:
e The reseailt question is of critical importance
¢ Quantitativeand qualitative methods may be utilised in a single study
e The utilisation of metghysical concepts i.e. realitgnd truth should be
abandoned,
e Shouldforceachoiceor dichotomy between neo empiricismdaconstructivism,
and that a “practical and applied research philosophy should guide

methodological choice”.

Support for this position is provided by Morgan (1997) there are any criteria
available for evaluating knowledge, they relate to the way knowledge serves to guide
andshape ourselves as human beingsthe consequences of knowledge ha sense

of what knowledge doe® and for Humans”. Indeed we cannot have absolute truth as
knowledge is informed by humans and the method should get the researcher as close to
the “truth” as possible. Therefore within the pragmatist position the “trudgafnof

any methodological corroborated account or explanation would be made available or be
testable only through practice, itparanount that the researcher provides a clear and
unambiguous guide to the practical ramifications of the theory and any subsequent

practices that wouldragmatically test the said theory.
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Creswell (2007) suggests “In practice the individual using this world view will use
multiple methods of data collection to best answer the research questionilland
explore both qualitative and quantitative sources of data collection, will focus on the
practical implications of the research and will emphasize the importdrezenducting
research that best addresses the research prof28) Given the diversity of views

and the complexity of the value network a pragonapproach waadopted. Se8ection

3: Methodology.

Johnston and Clarke (2001) suggest that cause and effect thinking maintains that there
are strong and direcelationships between serviceldery and the broader aspects of
business performance. They argue that an understanding of these variables and how
they relate to each other offer the opportunity for gaining an insight into the
performance of an organisation. #ynthesisof the EFQM ’1988 model the
Performance network is presented by Johnston@Gadk as the combination of two
networks, the interrelated set of results and the interrelated set of driverseand th
relationships between them. Several organisational variables have theapdtent
significantly impact on the operational driveesy.management capability

The drivers network ipromoted as the “levers” that managers can apply to gain an
anticipated result. Johnston and Clark argue that is possittenre a threadhrough

an organisation” (p303p gain an insight into its operatial quality The Performance
Network thread that | have adopted has been used to consider the starting point for the
framing of my semi structured interviews, and as a means of presenting thgdiodi

the research project. See Section3: Realistic Etlapby, Section 4: Findings and the

interpretation of findings and Thesis structure.

Thesis structure
The Thesis is strugted within 5 SectionsT'he findings of tle research are presented in

Section4 by both question topiemergent theme from the dataadysisand identified

by colour. E.J Process: The procurement of outsourced services.

" The European Foundation for Quality Management was founded inat@Bi8s avards were presented
to organisations that demonstrate excellence in the managemeatitf gs their fundamental process
for continuous improvement.
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Fig.1.1 Thesis structure

Section 2: Literary Review

Measurement : context & practice

Opportunism and Agency

Unintended consequences

Data Triangulation

Section 3: Methodology

Section 4: Findings and interpretation

Structure

Process :The procurement of outsourced services

Process: The Contract

Process: Measurement

Management : People & Process

Process: SCM & Relationships

Section 5: Conclusions

Transaction costs

Service Quality & Value

Innovation & Investment

Section 6: Reflections
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Glossary of terms & Table of Acronyms

AC — Audit Commission

ACA — Association of Chartered Accountants
CAFM —Computer Aided Facilitieslanagement
CiBSE- Chartered Institute of Building Service Engineers
CIMA —Chartered Institute of Management Accountants
CRM — Customer Relationship Management

CSR- Corporate and Social Responsibility

CVR —Cost /Value Reconciles

DLO — Direct Labour Orgasation

ECA —Electrical Contractors Association

FM — Facilities Management

GM — Gross margin

HA — Housing Association

HBR — Harvard Business Review

HC — Housing Commission

HRM- Human Resource Management

HVCA- Heating and ventilating Association

ITT — Invitation to Tender

KLoE —Key Lines of Emuiry

M&E — mechanical and electrical services

MEAT —Most Economic and Advantageous Tender
NM — Net margin

NPM —New Public Management

OJEU- Official Journal of the European Union
PQQ- pre Qualification Questionnaire

R&M — Repairs and Maintenance

RBV — Resourced Based View

ROCE- Return on Capital Employed

SBU - Strategic Business Unit

SERVPERF-Service performance

SERVQUAL - Service Quality

SME - Small Medium Enterprise

SOR-Schedule of Rates

T&C’s - Contractual tens and conditions.
TCE-Transaction Cost Economics

TOC-Tragedy of the Commons

TSA - Tenants Services Authority

TUPE- Transfer of Undertakings Protection of Employment
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2 Literature Review

From the data collected during the research projseteral themes consistently
emerged. Exploring the linkages between these themes created a model which could be
used to guide the literature search to challenge and/ or support the data obtaimed and t
present the findings within the body of the thesis.
It was identified that there were three areas which could be deemed as “influencers of
behaviour” within the relational exchangand which were applicable to all parties
within the Valuenetwork of the industry. These being:
e Transaction costs created viadiray practice and issues relating to agency,
opportunism and management practice within relational exchange
e Measurement, context and practice. The measurement of performance is central
to the financial and operational performance of the Value network, the
contractual performance within the relational exchange, and external audit of
both the “Buyers” and “Suppliersand

e TheUnintended consequences of management actions.

Measurement - context and practice
This review of the literature was to set up the study and to show how caceegmic

research reflects on the real world. Existing practice, presented inrSécimdings

does not match the theory in literature, and may cast doutst walidity. Theliterature

was to be comphaentary in terms of FMSupplief’, “Supply chain”and “Buyer”i.e.

the “FM Value retwork”, and was to review of operational literature, within the context

of the subject matter i.e. targeting, measurement and its impact in sogpsinort
termism.Whilst not all measures have targets associated to them, targets are required to
control performance, judge the scale of operational or fiscal improvement, motivate
employees, and communicate the size and speed of change required in the business.
(Parker 2000 Within the context of my stugymeasuremenis relativeto the design

and content of contracts, the managemémtrganisational perfenancethe control of
processand the assessment of service qualilyshort measurement pervades every
element of organisational life and the relational exchange.
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The Value system - Organisations and the “Value network”
Inter organisational trading
Porter (1985) identifieghe activities within an organisation and relates them to an

analysis of the competitive strength of the organisation. The key aspect of Value Chain
Analysis (VCA) is the recognition that organisations are much more than a random
collection of people, tools, money and machines. Organisational resources are of little
or no value unless deployed into activities and organised into routines which ensures
that the services produced are of value to the final user or customer. Porterlaagites t

is the “organisational competence” to perform particular activities and they dbil
manage the linkages between activities ta the principle source of competitive
advantage for organisations. An organisasoralue chain is embedded witlanarger
stream of activitiesa grouping which Porter terms the value system or value network.
Product and service suppliers create and deliver the purchased inputsnuaed i
customer’s value chain i.e. upstream value. In this relationship suppliers areynot onl
delivering services Hucan influence the customer’s performance and impact their
business proosition. In this scenario theupliers product becomes part of itsufger's

value chain.The Value network is relevant to my study due to outsourcing and the
sulrontracting of services, and itepactfor value creation iffcustomer to customér

relationships.

Porter (1985) implies that organisatipas a prerequisitenave to provideralue in the
services that they deliver; the scope of an organisations activity has ayawierfn

creating competitive advantage through the links within the organisational craire

Every firm is a collection of activities that are performed to design, produmdsem

deliver and support its service or product. Differentiation derives fundahyefrom

creating value for the buyer, through the firm’s impact on the buyer's value chain.
Value is created when a firm creates competitive advantage for its-bitylewers its

buyer’'s costs or raises its operational performance. An organisationeffergively
communicate the value or impact made. Performance against a set of “agreed” measures
or critical success factors is clearly an effective mednsould therefore follow that

metrics applied within SBUs should be congruent.
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Jones and Sharp (2007) cite Jones (280&ho argued that in the context of
maintenance servicesYalue* should be linked to the ability of the built asset to
support the customers organisational performance, with built asset maintenance
critically viewed as a strategissue with the context of the custonsestrategic
planning framework. Within the Sociabtising sector, “Repairs & 8ntenancé was

one of the six standards at the heart of the up dated April 2010 regulatory framlework.

Porter argues that a market or istly impacts and shapes the structure of the
organisations operating within # both ‘Buyers and “Suppliers’ Given that the
organisations are similar in structure and constrained by contract obligation]ube va
chain can identify the source of costdamr value within an organisation but does not
identify why activities or competences are moreltaale” or “costly” than others, or

why one organisation creates greater value than andildelitionally Bowman and
Ambrossini (2000) develop the concept “ofalue in exchangeand “value in usé

which Enquist (2011) considers from the perspectifgsoodsdominant logic and
Servicedominant logic which is pertinent to this study. Seetion2: Service Quali.

Hedberg and @rarski(1995 cultivate theconcept of the imaginary organisation as a
system where processes, resources and actors are found and which are managed across
legal entities central to which is whabummessonl(©98)describes as an “imaginator

or “leader” whoprovides a strategic mathrough which production, service delivery,
market communications and payment systems which contribute resources, shared

interests and a mission which keep the network together.

My study considers outsourced relationships in the delivery of FM seraicésyithin

this context because of the extensive use of outsourced resourcesn#ugnary
organisation is larger than thems of its combined organisationaharts and more
resourceful than indicated within its balance sheet. In order to make such an
organisation manageable suitable key indicators of success and failure are needed. See

Section2: Performance MeasuremenfM Service provider.

8 Building on the concept espoused of sustainable building mainteanddbe challenge for
constructim professionals.
° This replaced the framework published as part of the Housing egehRration Act 2008
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Measurement - Provenance
Amaratunga & Baldry (2002) outline the traditional perspective of performance

measurementand the systems adopted as a means of maintaining and monitoring
organisational control; which is the process for ensuring that organisatluasetheir
aspirational targets or maintain their course on a strategic journey. Parker (2890) c
that tradtional business measures have been financial and quantitative, which tend to be
insular or inward looking. They ardagging indicators i.e. considering a “past”
perspective or position, and typically fail to include less tangible factorbusiness

mud consider what to measure, as this will force managers to clarify what is important
to their organisation. The appropriateness of the adopted measures will be instrumenta
in communicating progress towards goal or target achievement. Effective measturem
provides a path to enable managers to check whether objectives are being achieved and
data from the measures adopted can be used to challenge the organisations bdsiness an

operational strategie@dargreaves2001).

Section 2: Core business strategy @&perations considerthe strategic perspective
behind competitive activity and performance. Brignall & Ballantine (1994) cite
evidence from a number of literature sources, specifically management accounting
operations management and strategy, (Brigetalll, 1992; Kaplan & Norton, 1992))
which have highlighted increased forms of dissatisfaction with traditionalrpefae
measures, predominately stemming from their failure to monitor and measunglenulti
dimensions of performance. The measurement of performance has largely failed to
adapt to the highly competitive environment in which businesses operate, wheng the ke
to sustainable success and continuous improvement in the design, implementation and
the marketing of the business proposition is critical to success. Brignall & Badlant
(1994) argue th&@tMuch of the literature surrounding PM has ignored the predominance
of services in today’s advanced economies and the distinctive needs of services when
measuring, monitoring and evaluating performar{pdl) The economies may be

advanced, but is this reflectedtinn FM working practice?

Measurement must have an effect on performance, and there is a tendency within the
service sector to measure things that are easy to measure and to measure too much.
Additionally there are problems relating to implementation which in turn creates a
negative reaction resulting in sensitivity to the metrics adopted and thts repdrted.

Neely (2004)suggest two critical areas that link directly to the FM service provicter,
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design, the challenge lies in selecting the right measures.....There is a desirditp quan
absolutely everything. If the focus is on customers, there will be proposals tareneas
complaints, satisfaction, loyalty; profitability....the list goes on. The challesgeti
necessarily identifying what you could measure; it is in identifying what the bssines
needs to measure so as to concentrate on what is absolutely vital” (Bifii&).et al,
(2000) identify that performance measurement system design is criticalhantll s
include the need to be sensitive to both internal and external environmemntge cha
reviewing and reorioritising objectives as a response to environmentaigctThis
will enable successful changes to objectives and priorities and ensure that #)e gain
progression and learning achieved through operational delivery is successfully
engrained into the business.
From the management perspective, Pidd (2005) quotes Goodhart (1975), and builds on
the arguments of Smith (1995) in relation to the unintended consequences ofgnisusi
targets to manage a busingSee Section 2:Unintended Consequenges Typically
these are:
e Tunnel vision: where managers select targets that are easy to measure / easy to
achieve and therefore ignore the rest,
e Sub —optimisation: managrs adopt working methodologidkat serve their
own sphere of operation but damage the performance of the whole Value
network,
e Myopic managers: focussingn shoriterm targets at the expense of medium
and long term objectives ,
e Measure fixation: when the measure becomes the focus rather than the requires
outcome,
e Misrepresentation: the fraudulenteuof performance data via ma@porting or
distortion tocreate a false “good impression” or delivery,

e Gaming: deliberate underachievement to secure lower future targets.

Amaratunga & Baldry (2002) suggests that inappropriate performance measures are a
barrier to organisational development, making a link between measurement, action and
strategic intent. They argue that the inappropriateness of measures causes masagers an
organisations to undertake actions that are incongruent with organisationedjystrat
Organisations that adopt “good meastressure promip“good actions and achieve

their strategic intent. If FM as an industry sets self limiting performance nesagoes

24



this impact on the delivery of services and potentially the business proposition of the
“Buyers”? Additionally traditional measures ensuraditional outcomes and may have

the unintended consequences of achieving the strategic intent of the organisation, which
may well be sub optimal i.e. the potential for the organisation is greater than its
management perceiveunconscious incompetenceCurrent literature is scarce in this

area®®

Volumetric & Monetary measures
The prevalent position farontracted out servicésthe introduction of a “Service Level

Agreement” (SLA)is deemed to be central to the Supplier / Buyer interface. Kadfors
(2008) Normative measurements for the FM services industry centre aumlache—
typically the “number of activities” e.g. phone calsnade &received andMonetary

being linked to a typical cost, i.e. pounds sterling per square metre, e.g. cost ofpaintin
per M2, As part of a procurement process, and linked with acespecification, SLAs
areconsidered an essential element within the contractual governance framework. See
Section 4.3: Contract.However, is their design based on a continQune. the
“minimum” level of servicerequired contrasted with “the best that can be expected”
(Price and Akhlaghi1999)

Tranfield & Aklahgi (1995) argue that such an approach is reactive to thetnmace

as the needs of others or competitive pressures, i.e. external stimuli, sueruas tf
Schedulesof Rates $OR’9, are setting the agenda and the winners are those
organisations that are able to have a control on volume / market share and toenfluenc
price, -typically downwards, and so encourage a lowtawr pricelead approach and
increase further the commaoditisation of services. Price & Clark (2009) subge&iv

as a business sector‘is. overtly focused on indicats, which areenshrined in various
guides, codes and benchmarking schér@s). A possille consequence of this process,
taken to its conclusion; is low quality, reduced business performanceased
budgetary pressure and a decrease in overall perfoemsliycstudy will explore the

selection and use of measurement at different levighén Value network.

Benchmarking
The facilities management literature proposes three basis forms of bencignatki

Dougall & Hinks (2000); internal, competitive and generi¢rom reviewing the

19 Bysiness source premier, Google Scholar. Emerald. Searchaci@eti limiting performance measures,
Outsourced services. Impact on service defive

25



literature available, the practice of benchmarkingeapgto be limited to internal and
competitivewithin the FM sector. Varcoe (1996) argues for the routeaafitional or
conservativebenchmarking against the continuousygrovement, ersus innovative”
benchmarking argument. Hayesvheelwright (1994) espouse the concept of “external
neutrality”, whereby an organisation compares itself with similar corapaand
organisations in the wider market and then adopts the best ideas and norms of

performance from the rest of its industry competitors.

Masshéer & Finch (1998) undertook research with the UK's top 100 FM service
providers. Out of the 25 respondents 14 confirmed that they conducted benchmarking
activity as part of their performance measurement programmes. The consensus of the
metrics utilised related to tradathal quantitativeneasues that were readily available.

The authors concluded that the ease of acquiring and interpreting measuredtioforma
appeared to be one of the characteristic of FM Benchmarking. Benchmarking can be
classified as a means of determining how well an organisation or business unit is
performing compared with similar units both within the organisation and externally
Parker (2000) cites that use of benchmarking as a performance measure offers a broader
perspective, and provides the notion bEst practice however it does not as a concept
indicate levels of performance at an absolute level. Amaratunga & Baldry (2002) view
benchmarking positively stating thaftie FM organisation can use PM results to
berchmark against other FM providers.....the strength of benchmarking is not in
identifying best performance but best practice which will lead to thepeestrmance
enabling FM managers to make better informed decisions about their businesses”.(p 219)
Trarfield & Akhlaghi (1995) argue that benchmarking is again a lagging indicator, and
as such benchmarking competitors performance usually results in “performance gaps”,
and therefore creates edtch up situation for operations to address. It is therefare n

a strategic option for creating a competitive advantage. Additionally ¢ite that
organisations often benchmark the wrong or inappropriate features of their business.
From a public sector perspective this results in a deterioration of performance, as
frequently poor content design provides a limiting “glass ceiling” to performande
benchmarking becomes as “race to the middle” proving that you ar& Q&% an area

that is limited in academic literatut@.

' Google scholar, Business source premier, Emerald. SeamfiecAtiblic sector, benchmarking
content, design, diminished performance.
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Mc Dougall & Hinks (2000) view benchmarig as essentially a cost reduction method.
They argue that benchmarking is limited by the ability to identify the priorities, or
performance indicators that can measure contemporary issues such as customer
satisfaction, to any benefit. The conclusion dramthin their paper is that there is a
tendency towards reliance upon a general set of indicators which then leads to
benchmarking issues that are often unhelpful in the pursuit of continuous or sustainable
improvements in performanc®elative to mystudyis the benchmarking dichotomy.
Internalorganisationversus Externamarke® Or, based on Goods dominant or Service
dominant logic?A Contradiction is found within Boet al (1998 who make a clear

link between benchmarking and organisational strategguirg that the metrics
adopted should be focussed towards the highest level of management and therefore
should be presented in financial terms. However they do ignore the concept of
materiality which is crucial in making financial comparisdfs.

Multi dime nsional measurement systems
As discussed previously, segection 2. PerformanceMeasurement- FM services

provider. There is evidence of increasing dissatisfaction with traditional forms of
performance measuremeirt FM, due to their almost exclusive concentration
lagging financial measures. The view of Kaplan & Norton (1992/1996) is that wider
measurement criteria are now a prerequisite for shareholders, which in turn has
consequences for the executive within the ttayday management of the business.
Neely (1995/ 2001) and Fitzgeradtial, 1991.

Kaplan & Norton (1992) quoted in HBRThe balanced scorecardh set of measures

that give executives a fast and comprehensive view of the business........ it includes
financid measures, that tell the truths of measures already taken, these are
complemented with operational measures the drivers of future financial pert@'ma
(p92). The concept of the “Performance Prism” added to the debate on the benefit to be
derived from tle use of measurement frameworks bypasating stake holder
satisfaction from stakeholder contribution. Citing thayppliers and alliance partners

are increasingly important now that organisations are outsourcing more of their non
core activities. Neely2001). The role of regulators is extremely important in many
industries. Within this study thelAs are regulated by the Audit Commissio(AC)

2 A successful advertisement of the 1980’s by Ford, suggestealithatcompetitors could make
comparisons, buhey could not make Cortinas.

27



Homes& Communities AgencyHCA) and the Tenants Services AuthorffySA) — in

their various guises.

Whilst there is agreement on the benefits of radilthensional measurement, the icat
question needs to be aské&b we have thelesire,capability and capacity within the
management cadre of the organisation to design, implement, review and act on the
information provided?Furthermore, do the measures adopddue the Value network

as a whole to address the evolution of the asset, productivitysemwete quality?
Ancarani & Capaldo (2001) discussed the new challenges for public sector maniageme
suggestinghat managers needed to update their role as it was no longer sufficient to re
engineer established systems. It was necessarydesign structure and processes and

to “... assign a key role to the management of quality” (p333) hRalit (1996) outlines

the requirements for new indicators which anticipiue future requirements of the

Value network and whicbhallenge the dogmatic approachtiedition.

Performance Measurement - FM services provider

Core Business strategy & operations
Nutt (2000) stated that the strategic objective of facility managememut psovide

improved infrastructure and logistic support to businesses across aiksetiectively

the effective management of facility resource and services. To achieve this ctimeept,
“Supplier” has to have clear strategic intent, clarity of operational processes dnd wel
designed effective measures to report on and communicate prdgressitrast this

may be challenged by the self interest of the supplier, given that they are driven to

crede shareholder value.

Managers have a multitude of diverse decision variables upon which they focus their
organisations actions emute to achieving competitive advantage. They have long
realised the importance of congruence between elements of th@satgm as they
target competitive goals. However is current practice and knowledge constrained or
challenged by the concept of outsour@inhe concept of strategic / operational fit
within strategy literature has long been established, Chahifl€62; Prajogo& Mc
Dermott (2007) Espoused the notion of “external fi’how well the organisation and

its goals are in congruence with the outside world i.e. its market, and the “intétnal fit

the extent to which individual elements and goals within therosgtion are itself

3 ndicating the long history relating to the isseéinternal / external fit in business strateggiture.
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coherent and aligne&tructural contingency and Strategic choice theory suggests that a
fit between organisations and their operating environment is something that, eaa be

is, achieved managerialgee Sectiod.6: Relationships arBection4.5: Management

Operations strategy has also to address the issue of fit, again by examinind amerna
external fit as they relate to operations. External fit explores the relatiorestween
the operations strategy and the overall bessrstrategy. Internal fit can be articulated as
the relationship between an organisations stated operations strategies weltoé

importance that it places on a comprehensive set of operational activities.

There is general agreement in literatwgarding the key competitive priorities making

up firms operational strategies: Cost, quality, flexibility and delivery. Similarly, it
could be commonly argued that the effectiveness of organisabpesations strategy

can be measured by assessing tegreke of linkage or consistency betwetthe
competitive priorities thaare emphasised within the business and the corresponding
decisions made regarding the elements of their operations. (P&jdgo Dermott,

2007; de Silvaeria005; Hill, 2000) Hayes ad Wheelwright (1994)suggestthis
concept as “internally supportive” in so much that an organisation tries to gedra cl
view of its competitive or strategic goals and then seeks to organise and develop its
operational resources to enable it to excel.

There is clear evidence linking the fit between business strategies in terms of
differentiation, cost leadership and focusnd operations strategies in terms of quality
delivery flexibility and costbeing examinedn literature (Smith and Reecel994;
Powers andHahn 2004) as well as the additional impact of strategy on business
performance. (O'Farreket al. 1993; Roth and Jackson, 1996)s fundamental for a
service provider to understand how operations strategy is to be deployed intaaperati
acivities, which would include vertical integration, service planning and control
quality, organisation and workforce management. Roth \édaad der Velde (1991)
indicate that operations strategies need to be deployed into a serviceydgjistem
which incudes the concepif structural elementée.g. technology, operating facility

and capacity) and infrastructure elements (e.g. people, IT systems and performance

measurement) of the day to day business operations.
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The extent in which operations strategielect competitive priorities from either end

of the value systesrare translated into operations activities and is a fundamental issue
in explaining competitive priorities and performandéne delivery strategy of the
“Supplier” and its link to the prurement strategy of the “Buyer” &critical element

of my study, as without congruence the unintended and undesired outcomes are
increasedex postiransaction costs. Buyers have to buy what their requirements are: not

what is availableThe consequences of such actions will be explored within my study.

Service people and their management
Price & Akhlaghi (1999) suggest that analysis of the Value Chain of an FM service

provider will identify the roles played, specifically in operati@nsl serviceasthose
being undertaken by the lowest gp@nd least skilled staff in arganisationmanaged
by facilities managers who have typically gained manalexperience in constructipn

engineering and otheglianti@ative” industries.

Thereis clearevidence that thecientific management approaches espoused by Taylor
nearly 90 years agare still dominantand the industry remains grounded in this
paradigm. “People are our greatest asses often cited in organisationditerature,
however many FM service organisations fail to understand the concept. Haynes (2007)
cites Oseland (1997 proposing that Taylor was aware of the limitations of the
scientific management impact, specifically due to the impact of monotony digenriel
workers. Howevein this sphere of work (R&M services), a definition of productivity is
clearly in the Taylorist tradition i.e. quantity driven, and effectiveness beingededs”

“a measure of the level tbfalue” which can be created from a given legélesourcé.
Johnson & Scholes, (1999. p169).

This position is reinforced with services from a “Buyer” perspective, freyubaing

seen as commodities, Price (2004). Ironically the “trade associatiogsedlto the FM
industry who specify contractual obligationgtail pay grades and the rates per hour to

be paid to the operative by the service provider, further increase the mechanised
bureaucratic approach to operative management.(Morgan, 1997) The contradiction to
this process is a form opfece work or rateper job agreed by the manager / operative
prior to the delivery of services commencingooth methodologies clearly bypass

service quality othe creation o¥alue in use for the customer.

1 Wwithin the context of environmental factors and their impadaiftioe worker performance
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Braverman (1974) is cited as countering the popular notion d¢ralsecience and
business literature that scientific management has been superseded by humas relatio
approaches, and that it no longer defined “modern” work design or management
methods (Grey, 2009) He argued that this was not the case and that Taylagsm
institutionalised and engrained in industries forming the basis of production and activity
control in organisations. Ritzer (1993) supported this notion writing on what he deemed
was ‘The McDbnalisation of Society with its routine and standardisgdoducts and
services, which represented McDonsldperating processes and ttieets that it was
having on social and organisational lives. Morgan (1997) suggest thahanibtrger
sciencé (p27) can be spectacularly successful if applied to an @mvient where
machines work well, and that workers are happy tmtit theorganisation as designed.
However as Grey (2009) suggests “the fact that people have some degree of agency
means that it is open to them to ignore, resist, circumvent or just plain misunderstand
all of which will make the best laid management plans go awry”. (p31). Additionally
organisations operate in timethere is no equilibrium point. There is no optimum

system at an optimum time.

Typically within the*FM Service$ arenaskill levels, job variety, task signdance and
autonomy are low. The extent to whittte operative see$ how a job affectdhe work

of other organisationsr customesis limited and feedback is generally negative or-non
existent. At the delivery level individuals are rarely effectively perfoceamanaged
by first line managers. At best the operativedo! (Price & Aklaghi, 1999) But do

managersnanage?

Cooper and Locke (2000) identify that targets are future orientated, theasespr
desiredoutcome and therefore it iseeking, aspiring and planning that influences
current action. In terms of target setting theory, Latham & Locke (1990) espuonise t
propositions, the first being a relationship between the target difficulty lexk|jodo
performance-assuming that the targets are accepted by the employees and secondly that
target specificity is important, demonstrating that specificity may have arctiropa
performance through directing effort, clarifying what needs to be done and increasing
commitmentto the target. In terms of target commitment, how targets are introduced by
managers and supervisors and the encouragement and support given to reach the goal
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was seen as critical, In practice supervisors usually wield legitimate aytaondthe

power to set targets and trust is crucial within the working relationship, Ka@fa08)(
suggests that trade associations and industry networks are considered valuable in
improving trust throughout the values system, but does not sufficiently support the
argumemn to make the case. For exampleHVCA. NIC-EIC, ECA, and CiBSE.
Interestingly these organisations also specify how activities should be uedesad
programmed e.g. SFG20 as provided by the HVCA, which potentiaiyfrces the
mechanistic approach telivery -diminishing trust at the same juncture.

In conclusion different types of tasks may require different types of takjatbpwset

al (1994) suggested that outcomes and ougrgets were more successful thmacess
goals when people workeddependently. Targets should be set for activities where
employees have elements of contidbwever where delivery methodologies diminish
employee discteon, what is therelevanceof a target, that may be unattainable

especially when linked to remuneration?

The customer relationship
As discussed irSection 2: Performance MeasurementFM service providerthe

traditional performance measures adopted by the FM industry per se are pegdtymi
financial, and quantitativdt could be argued that FM hasstrategic role to play in
interpreting and supporting the coreedls of the “Buyersbusiness, therefore aligning
the “Suppliers”’core competence with the core competence of the “Buytbes’eby
creating acompetitive advantage for the “Buyera position supported by Alexander,
(1994) and Porter (1985)he contribution made by“&upplier”, should be judged by a
“Buyers’ stakeholders over a multitude of criteria, ranging frinaditional accourng
and operational measurestandardised monetary anglumetric FM measurego
significantly emerging factors aservicequality, value,risk management and other
intangibles The interlinking of'Supplier’ and “Buyer” by intangibles is by observation
fundamental to the whole business propositidtiowever do the contractual

performance measures typically adopted achileig®

May & Pinder @008) andPrice (2004) discuss the requirement“8uppliers” to
produce evidence that demonstrates theitrdmtion to a “Buyer” businessHowever
in the context of outsourced R&M services, where is the contribution todde? A

contribution to the “bottomtine? OrResident satisfactionRadefors (2008) considers
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the impact on clients from a ewacting perspectiveshe suggests FM providehave
typically evolved from a construction background which is traditionally project based
and adversarial in nature. Fundamental to ‘tBayer: Suppliet relatiorship is the
procurement procesgKadefors, 2008 Research into FM procurement identifiddhtt
selection of partner or FM provider was generally based on price, with littl® or n
sharing of risk or benefit. She cited Salonen (2004) who concluded that the FM supplier
relationship was intrinsically seen as operal rather than strategic, herew being

that a change of FM partner would not unduly influence the “Buymisiness strategy.
However with the high level of importancef R&M delivery in the Landlord: Resident
relationships, theirview could be challengedSee Section4.6: Supply Chan

Management and Business Relationships.

The measurement of Quality & Value
By definition service qualityis held to be the result of a comparison made by

“customes” between their expectations about a service and their perception of the way
in which the service has been performed (Caruana, 2002; GronroosPE@&4iyaman

et al1985, 1988, 1994% Svenson (2006) identifies that there are numerous dimensions
of service quality described in literature citingd building on the work oBronroos
(1984),Parauranam, (1988) Haywood-Farmer (1988), Cronin & Taylor (1992).

Although the actual performance of service quality is delivered at an operatiaial lev
the services delivered have become ialuto the widerstrategic, operational and
tactical manageent of business operations. There is an interlinked construct between
service encounter and service quality. The service encounter is an interactive process
between the “Supplier” and the “Buyerfowever the context of outsourcing adds
additional compleity which is exacerbated with external audit and the KLOoH=e
“Suppliers” perspective appears to be poorly researched as there isplitilsshed
literatureto canment on and the majoritgf researchundertaken tends to ignore the
“Suppliers”perspective?®

Lehtinen & Lehtinen (1982)suggestthe construct of servicequality is multi

dimensional.At a lower level therés a three dimensional perspective of service quality,

!5 Developing theconcept of “quality” from sources that he deems to be at thintpadge of the debate
on service quality and delivery/ perception.

'8 searches on Google scholar, Emerald & Business Source PrSgaech criteria: Service suppliers,
service encounters, rsece quality.
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consisting of “interaction, physical and corporate quality”, and from a highel éev
customer perspective they see it as two dimensigoakisting of output and process
quality. This two dimensional approach is espoused by Gronroos (1984), who argues
the roles of technical quality i.e. the output and functional quality or procedisycas
occurring prior to and resulting in outcome quality. Output quality is defined by what is
delivered to the customer; process quality refers to how the end result of the pgocess i
delivered to the customer. Here the link to Service Peigpieadeasthese concerns

both the behavioural and psychological aspects, which include accessibility, how the
service employees perform their task, what they say and what they do.

Service Quality
Service Quality (SQ) is a critical element in business and servidasthnpublic and

private sectors. Ydefinition it could be considered by a comparison between customer
perception ) and customer expectation (E) therefore.SQ=P-E.
(Parasuranamet al, 1988) SERVQUAL was developed over a number of studies in
various contextual situations ranging from banking to repairs and maintenance
industries, and with some adaptation it has been used in a wide range of service
industries. There is evidence withthe literature that high levels of SQ lead to
increased customer satisfaction, retention and profitability Blanchard &ovizsi
(1994). Caruana (2002) suggests that the concepts of service quality service fayalty a

customer satisfaction are all inter el elements.

As developments of the multi measurement process were undertaken, various writers
added and challenged the dehaCronin & Taylor (1992/ 1994thallenged the
theoretical basis of theoncept and created SERVPERF, based on SQ= P/E, wikere th
respondents evaluathe level of service using akert type technique. Haynes & Price
(2004) adéd to the service qualitgebate by considering the argument between the
disconfirmationistswho regard importance and satisfaction as independent variables
versusthe perceptionistsvho holdthat the two items be measured simultaneously by
questions of relative performance. Their chosen rbeteg perceptionist- to directly

maintain links to productivity.

Hoxley (2000) and Yusof#t al (2008)areamongsseverawriters who have developed
amulti dimensional measurement concept to suistrgicemarket place / environment
context. Yusoffet aldevdopedFM — SERVQUAL, which is base@n an integrated FM
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framework and includeshe management of human @aj premiss and praess. The
consensus being that Servicadlity has to be considered from both tBeipplier” and
“Buyer” perspectivesand a multi dimensional approacBee Fig 2.1 Gummesson
(1988) conglered quality in a “real world” context, devplog the links between
service quality, service productivity and profitability and the connection to-{®rgn
relationships. Central to his research was the relationship between “Buyers and
Suppliers” as he believed that these stand out in the senacesgrand the service
encounter suggesting that the “Buyers” role is crucial in creating both proyuahd
quality.

The concept of relational exchange and the modern corporation turns into a network of
relationships in which all members of the networtuence quality and productivity.

This view is supported by new organisational theory, particularly the notion of virtual
organisations. (Enquistt al, 201) “It is further supported by new accounting and
measurement practices of the balanced scorecatdhe growing interest in intellectual
capital”. Creating a link to the value network of Porter &98nd the multi item
measurement movement. HowevBummessos primary challenge is to dogmatic

traditional practice.

Fig. 2.1Quality: Productivitywithin the Relational Exchange.

Supplier induced Supplier induced
Quality Quality
Interactive
l Quality l
Supplier & ‘ Interaction Buyer /
Network Customer
T Interactive
Productivity

Supplier induced
Productivity

Supplier induced
Productivity

Value
Historically “added value” was seen as a correlation between price and quality.

(Kok.2011). The current position views value as a mtditeted concept, which is
despite the variation in the definition, scope and analysiseakiearch, with consensus

that “added value” is a relationship between benefits, sacrifices for the customer and
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risk. The “Buyers” assessment concerning the fictional or emotional advgriégeed
by the service provided in relation to the financial cost and the risks wingithe

service. (Porter, 198Kempermarand Van Engele, 1999).

Bowman& Ambrosini, (2000) suggest that there are two forms of value creation. “Use
value” based on the specific quality of a service which the “Buyer” experiences
relation to a need and the Xéhange value” defined as the financial element of this
value i.e. the “price” which the “Buyer” is willing to exchange and the risk that th
“Buyer” is prepared to takelhe assessment of value is context dependent basad on
“Buyers” perception and is also relational and dynamic. The role of perception in
assessing value, its dependency of the situation relating to service use, the use purpose
and competitive alternatives has been widely researdl@distopheret al 1991)
Ziethamlet al (1988) propose that value is subjective and highlight that: costs, benefits
and risks are all criteria of “Buyer” expectation of service use. There is a past prio
perspective that value is based on experience of the service (Monrog, A@@Eition
supported bysummessor§1998 who suggests that...from a customer point of view it

could be argued that only when a service has been consumed has it contributed to
Value.”(p9) Additionally Dodd (1999) argues that “Buyers” judge value imne of
additional advantage expected or experienced compared fmacaine offerings in the

case of substitutability.

Value has also been conceptualised the value of the “Suppli€telationship”
(Lindgreen & Wynstra, 20Q5with Rivald & Gronroog1996) suggesting thattis this
relationship and not the service providedt has thenajor effect on the perception of
value, developing trust and making the “Buyer” more tolerant towards occasional
inferior performanceSee Sectiod.4: MeasuremenGummessor{1998) promotes the
view that “added value” in the context of accounting is synonymous with “cost added”.
Productivity, he suggests is associated with lower cost, with a possibleequence of
lower quality. The critical element is the incorgron of productivity and quality into

a “prodictiont consumption systenwherethe “Buyer” or consumer of the service is
not an end user ... the customer is an agent in an ongoing addectivekie(p9).
Given this positiondoesthe competitive procurement practice in the industry destroy
guality and valu@ Additionally,is that destructiofurther exacerbated by the length of
the trading relationship? There is wide spread postulation of the virtuous napuoditof
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chains—customer relationship lifeycles — good external service quality satisfied
customers and improved profitability, but there has been little research on the

destruction of value and quality through procurement practice.

Opportunism & Agency - Outsourcing and its deadly sins
Managng effective outsourcing relationships requires a level of commitment and

cooperation from all parties. It differs from the buying of products and servicesh whi

is merely a vendor relationship, through its use of information exchange and co
ordination. Pincipally this isbecause the employer transfers to the supplier an element
of management control, which ultimately requires trust. Outsourced serviezdrdim
traditional sub contract relatships as they are usuaflyovided on an ongoing basis,
rather than for a specific project. Understanding outsourcing problems is central to th
“Buyer — Supplier” relationship. As Supplieccontrol over channel activities has
increased, they have invariably sought mechanisms and controls to organise and
manage th supply channelSeeSection4.3: The Contract and 4.4Measurement

The “Transaction Cost” perspective as developed by Williamson (1979, 1985) was an
expansion ofthe earlier works of Coase (1937, 1960), and provides a method of
analysis ofa perspectie of the organisation of economic activity. Williamson espoused
that there are costs associated with using the market mechanism as a method of
coordinating activity and that these costs arise due to certain behavimlited@saction

costs. These said “sts” areex antei.e. costs realting to search/ selection procegsen
seeking suitable suppliers, ag® posttransaction cost concerned with monitoring and
enforcement of contract costs. The assumptions of behavioural context are bound by
opportunism and rationalityrhe constraint of rationality would not impose transaction
costs were it not for the problem of opportunism oeetor’s propensity to pursuself
interest through duplicitous behavioudowever the “defence” mechanisms used to
identify, sort and protect against opportunistic agents from those who are not, impose

such transaction costs

Transaction costs vary on the basis drtliransaction characteristic§pecifically:
frequency, specific investment and uncertainty. Williamson (1$387) defines a
specific investment as an “asset that cannot be redeployed to alternative uses by

alternative users except as a loss to productive value”. Collins (2003) citdsetieadite

" Google Scholar, Emerald Businésurce PremiereéSearch criteria: Competitive procurement practice,
destruction of buyer value.
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six types of asset specificity: name, site, human assets, temporal and dedicated
specificity and capital. He espouses “that the chief problem posed by specific
investments is that in the first instance, their value is contingent on the identities of
trading partners, and in the second instance they generate quasi rents”. These quasi rents
are considered as the earnings generated by an asset over and above the minimum

earnings necessary to keep it in its immediate application.

The constraint of rationality would not impose transaction costs were it not for the
problem of opportunism or an agent's propensity to seek self interest through
duplicitous behaviour. However the “defence” mechanisms used to identify, sort and
protect against opportunistic agents from those who areimpg@se such transaction
costs. The existence of quasi rents (Coase, 1960) generated by specific investments,
when coupled with the potential or opportunity for opportunistic behavionrthe

context of bounded reality, places an agent who has made a specific investment subject
to moral hazard, and in this instance, potentially a post contractual form of oppartunisti
behaviour. Where specific investments have been made, this form of opportunistic

behaviour redistributes the quasi rents to dteeatet.

Quasi rent distribution can be achieved in either an observable or a covert.nkamne
example, whee prices are increased by thauffplier’ above pre agreed levels after the
“Buyer” has made a specific investment, in the knowledge that the employer cannot exit
the relationship without suffering a considerably greater loss. Hobbs (1996) cites tha
quasi rents can be distributed more covertly “facilitated by information rasym,
where actionsof one party are not observable by the othez.g. by employing
substandard materialr failing to employ processes as agreed with the customer”.
Usually to address the situatioan agent engages costly monitoring processdse

ensure that the terms of agreement are being adhered to by the other party.

Opportunistic behaviour

Opportunism “..... refers to the incomplete or distorted disclosure of information
especially in calcalted efforts to misad, distort, disguise, obfuscate or otherwise
confuse”.(Williamson, 1985, p47) Grzeskowiakd al (2009) view“opportunism as a
consequence of opporturifywhich underlies the central assumption of the notion that

“exchange partners are motivated by self interest”.

38



Marr (2007) argues that measurement has a central role in our society, ranging fr
reporting and compliance, strategic and operational decision making, and infjuencin
and controlling individual’s behaviour. However there are limits to effantise of
measurements. Boyle (2001) offers the view that “numbers cannot reveal ewgrythin
but we try to force them to.......... the centRhralox of the whée problem is that

some of the important things are not measurable. The difficulty comes because they can
almost becounted. Hargreaves (2009) discussed the concept expressed by financial
manager that “what you measure is what you get”, within the pbpitosal paper
(2009), I considered the notion of truth in management research; “what you measure is

what you want”, which could be claimed as a new mantra for the opportunist supplier.

Organisations via the use of external auditors provide a supposdxigtive
verification of the numbers that they put in, thus complying with reporting and
compliance requirements. Marr (2007) cites andcetigs the concept of Porter ()8

and espouses that organisation measurement serves to replace persohfl trust
Influencing behaviours via the use of measurement also requires objectivity; spigcific

if measures are linked to compensation and reward. However the dysfunctional
consequences of diluting or replacing trust with measurement can be seen iacaahyri
exampls. For example, the concept of the ubiquitous KPI, which in reality is usually
anything but key! As Cooper and Kaplan (1988) suggest “Measure the right elements:
make the right decisionsSectiord.4 Measurement

Agency theory and the individual
The concept of the Agency theory identifies problems arising from Princifgént

relationships. The centrédsue being how to get an agdetibcontractor, employee,
manager) to act in the best interest of the principal (owner , employer) wherettie ag

has anadvantage over the Principal and has a different agemtditi@rent interests

than the Bncipal. Kirkbrideet al, (2008)

Marr, (2007) views agency from the concept of measurements as “it goes that
employees do not have the same objectives as the employer; hence the employer puts
measures in place to guide the behaviour of the agent, and therefore align their
objectives”. In reality this can only work if the employer can measure all of tieaktit
contractual measures of performance. If some aspects of performance are missed this

creates a gapdeyer (2002) argues, “People will exploit the gap between what we want

18 But not economic trust
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to measure and what we can measure by delivering exactly what is measured rather than
the performance that is sought but cannot be meastiredhis is the basis of
dysfunctional behaviour and sub optimal service delivbty.study will explore the

impact of standardised performance metaicd standard forms of contract.

Jensen, (2003) suggests that “the budgeting process and compensation systems adopted
by organisations are a fundamental element in the cheating debate”. The reality is that
almost every company uses a budgeting or targeting system that rewards people for
ignoring or destroying valuable information and also punishes themkiogtactions

that benefit the organisation; “these budgets based systems, reward peogjte fdoi

lying about their lying and punishes them for telling the trutlénsen (2003the
compensation systems reward gaming whilst obfuscating the facts. The basic premise of
budget systems is that managers should be rewarded for achieving their targets and
punished for missing thef.The known fact, but ignored by organisations, is the effect
that incentives can have of on performance. Primarily managers will attempt to set
easily achievable targets, and once set they will endeavour to see that the target is
achieved even if it damages the organisation, or the employer within the sugply ch

relationship.

Schweitzeret al (2004) identified that goal setting does have its limitations, specifically
where employees or agents failed to adopt the goals set, nor did it influence
performance for highly complex tasks. From their research they drew severattsdppo
conclusions:
1. individuals make ethical decisions by weighing the perceptual benefits and
costs of engaging in unethical behaviour
2. individuals who failed to reach goals by a small amount overstated their
performance
3. “reward goals exerted more influence on ethical behaviour timaéfe goals
Support for their position is consistent with the Social Cognitive Theorypasigsd by
Bandur (1991), succinctly that individuals achieve / derive similar psychological

rewards from “claiming” to have achieved a goal, and incur psychological costs from

'° This was very Rumsfeltianbut true to Donald he believed in the sentiments esptes

2 There are many papers and article written on, goal gettmotivation ECT. Jensen 2003, claims to
have identified in excess of 500, with the seminal work cited by most of thesgpepewed during my
research fothis paper being Locke & Lathg1990
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admitting specific goal failure. They concluded that psychological factors motivate

individuals to engage in unethical behaviour when they “fall shogbafattainment.

Songet al,(2008) building on the work of Ehrlich (1973) aBdcker (1968) argue that
compliance with and enforcement of the law/ statutes relates to economic cdst¢ and t
potential benefits derived from non compliafic€heir work considers enforcement
mechanisms, the crime and the risks / benefits of detectiing@aginet al (2004),

they develop the “Rational Cheater” modeWhere the marginal benefit exceeds the
marginal cost and compare acmhtrasthis with the “Conscience” modelwhere staff
derive unity and a fulfilment of their self image by following the rules and regogatio
and the “Impulse control” modelwhere reward attractiveness is inversely proportional
to the delay in receiving it, here staff will display delinquent behaviour regardfehe
cost. They concluded that the “Rational Chéateodel dominates and that the rate of

cheating is directly proportional to the rate of systematic monitoring.

Organisations - Principal — Agent theory.
Is organisational cheating “white collar crimé*The over emphasis by organisations,

which in recenttimes have been forced to give a focus on maximising share holder
value without due regard for the effect of the executive actions on other stakeholde
Tang et al, (2007) suggest from their study of high profile cogperfailures that
empirically, “perverse incentivespR44) and a classical management training, with a
provenance linked to business schotlswere some of the potential root causes of
failure. From their research theygae that there are several sudnstructs for an
individual to have a “propensity to engage in unethical behaviour”. Specifically:

e money attitudes

e risk tolerance

e higher education / business school student

e Machiavellianism
Building onthe concepts of Prospect the@ghweitzeret al, (2004) considered the role
of goal setting in motivating unethical decision making. They concluded that:

1. individuals with specific unmet goals/ objectives are more likely to cheat than

those without, i.e“do your best”

L Obedience to the “law” is not taken for granted, and that they Ik@bd that the offender will be
identified caught and punished. The link between opportunityf@ndonsequence is discussed.

22\White collar crime is defined as that committedaoyindividual of high respectability, and social status
achieved through the course of their occupation.

% There is no observable link to people studying ethics behaving tiically
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2. they predict that people with specific un met goails be more likel to cheat
than individuas with specific met goalsnd
3. people who are close to bdvenot achieved their objectiveeamore likely to
cheat and liethan people Wwo are distant fronthe goal or objective.e.
proximity.
They suggest that “their resultgdentify a serious ige-effect’ to setting
goals...prescriptively, stake holders should be vigilant for unethical behaviour and

motivated communication”.

Performance measurement can promote both improved performance and accountability
There are howevepossible dysfunctions. “Performance measurement is an involving
concept because it requires commitment in both meanings of the wordoriEhe
concerned with personal convictions and the other concerned with allocation of
resources....... a necessary condition for the success of performance management is a
demonstrated personal conviction in its importance by the key stakehofdéns
organisation” Halachmi (2002). Taylorism in the 1930’s espoused the virtues of
recording and collecting data about ongoing at#isj and then subjectingthe
information to detailed analysis to develop the “best way”. However without aeriem

of detachment the concept of performance management becomes at best, irrelevant and
at worst complicit?* For example,performance goal setting, “The incentive and
pressure to manipulate the system to attain some stretch goal comes not only from the
lower level managers to realise their bonuses but also from top managers cadlaborat
with the gaming” Jensen (200Fchweitzeret al (2004);Jensen (2008 suggestinghat

reward goals adversely affect corporate culture, contending that cheatingnto ear
bonuses is so endemic that unethical behaviours are often expected. A position
supported byHarris & Ogbonna (2002)

Marshand Spies -Butchg¢R009), deem thighe Principal Agent theory; where, “ the
former are encouraged to take deliberate action to counter asymmetries iadgewl
moral hazard, opportunism and shirking on the part of the agent”, Linkirig tient —
Employer’debate to orgasations, is the assumption that improved performance may
result from the careful analysis of the data generated, specifically where thbagent
interests that are inconsistent with those of the employer and is thergfaselikkely

24 Management by objectives and “piece work” are principal methodaeéging “operational delivery”
in 2% century delivery of building and FM services.

42



to use asymmey in the availability of relevant information. Within the context of
outsourced relationships, where the agent is compensated only when the agreed upon
result is accomplished, there could be a possible incongruity between acdiyntabi
specifically thegeneration of information, analysis of data and the keeping of records
and the delivery of the improved performance. “Managers that always promise to
‘make the numbers’ will at some point be tempted to make up the nuiniBariétt,

(2003)

Adverse Selec tion
Precontractual orex ante opportunistic behaviour is also recognised as adverse

selection. It is identified when one party in a potential transactiors awhas access to
information which can cause damage to the other party in the course of contract
implementation. “Adverse salgon will develop when the principal cannot observe the
characteristics of the agent, and cannot verify his claims. Failure to deal adeguthtely
adverse selection will make it difficult for the employer to choose tite supplier”.
Rebernik, (2006)

Moral Hazard
Post contractual ogx postopportunistic behaviour is known as the moral hazard; it is

identified when one of the contractual parties does not undertake the agreecksctiviti
for its own benefit, and the other party in the transaction cannot control contract
implementation or delivery in its entirety. In shditperfectcommitmerit Examples

of moral hazard arécheating, shirking, free riding, cost padding, exploiting and
carelessness” Rebernik, (2006). In terms of outsourced servicesly dee most
obvious manifestation is a reduction in the level of effort, and delivery of pericema

by the employee/ supplier resulting in a lower service quality.

Information Asymmetry
Information asymmetry identifies that the parties involved do navehequal

information regarding things or elements which matter for the transaction. Betm@en
contracting parties, Information sgmmetry means that one party has private
information, which provides them witinformation rent if this information is not

disclosed or uncovered in the businkeesg undertaken under such a contract
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Bounded Rationality
Indicates that human mental capabilities are limited, and that humarst cationally

define and wholly solve complex problems. For this reason we haveeraive
strategies because as individuals we are not capable of solving complex problems.
Bergenet al, (2007) consider the Principal Agent theory from the perspective of
“information” and “ation”. They suggest that the Princip@Buyer) delegates the
responsibility for delivery of the product or service to the Agent (Supplier) who
typically have more information about performance, practices, prodscéstesult there

is the potential for uncertainty as the buyer cannot fully “see” or monitor thegssel
behaviour. The pential for mistrust stems from adverse selectiodden infemation)
within the procuremenprocess, where there is the opportunity for pre contractual
representation of the sellers true products , services and attributesoeshchazard
(hidden action), referring specifically to the agents post contractual deliveryifietent

by shirking, default, poor or indifferent supply and compromised quality.

Unintended consequences
Within the context of my study the term of “unintendetsequences” is used to imply

the unforeseen or the unpredicted results of an action (often negative in nature).

Writers from a wide range of academic disciplines have acknowledged the importance
of unintended consequess. For example: Philosophy (Popper, 1945); Sociology
(Giddens, 1984)-romaneconomic and management perspective the broader interest is
matched in areaof HRM (Harris & Obganna, 20D2and Economics (Lal 1998)
however the concept of unintended consequences has a long history in organisational
theory with Harris and Ogbanna (2002) citing that the probable origin was the Columbia
school who popularised the notion of unintended consequences as a means of
adknowledging and recognising that organisational structures are not functional in an

uncomplicated way.

Support for this position is provided by Tan and Rae (2009) who suggest that an
unintended consequence “is an activity that has produced a consetha&ne@s not
planned with any intent or purpose... the result is something which could have a positive
or negative effect on an organisation or the environment”. (p450).

Grey (2009) suggests that unintended consequences from an organisational perspective
are cyclical, withthe manager’'sapacity to get things done frequently impacted upon or

confoundedby the unintended consequences of previous actions. Additionally dealing
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with this state or situation, will potentially itself create further unintendedeciemnces,
“...this means that management and organisations are perennially failing in the sense

that its ends are never finally achieved”, (p30).

My study considers unintended consequences from an industry, organisational and
individual perspective speatlly relating to the industry supply network, the
operational process in regular us and the management practices adopted. Contemporar
theories (Stakeholder theory, Resource Dependency theory) suggest that unintended
consequences are the results of management actions (market regulation, performance
management practices, corporate “takers” and mergers). It could be argued from a
functionalist perspective that there will be both functional and dysfunctional
consequences of arcteon (with the latter beig uranticipated).In contrast there has

beena rejection of this simplistic functionality with writessiggesting that there will
always be unanticipated as well as anticipated consequences of managerial ae#on to t
extent that the notion of “unintended consequéhisesentral to the conceptual position

of many theoriessuch as thanteractionalists (Harvey andatovich, 1992) and abour
process theorists (Wilmott, 1998).Writers in the field of organisational cultiegge

(1994) and Ackroyd and COnally (1990) espouse that attempts to manage organisational
culture are frequently characterised by un intended consequences which impede, inhibit
or prevent thelesired cultural changeentral to this being powgetrust and the post

priori position of the organisation.

The Social busing industry operates in a turbulent economic environment, where
outsourced services, legal regulation of proeessirrounding service delivery and
procurement practice create a market with overcapacity of supply and catbtrain
profitability and mal distribution (Dahlsten et al 2005) SeeSection 4.2The
Procurement of outsourced services.

Additionally polarisation (Tan and Rae, 2009; Williams, 2006) with botH Blugers”

and “Suppliers’™of R&M services, driven by an ability to acquire funding and a desire
for increasednarket share has created strains in egpodrust(Ricketts, 2001) within

the process of relational exchange and also commoditised the product and de skilled
employees. Thissifurther exacerbated by shdaerm fatigue on the part of the supply
chain Dahisten et al 2005). The unintended consequences of these actions can be

observed in the structure and practice of organisations who operate in this market and
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take the form ofncreasedex anteandex posttransaction costs (Keasey al, 2000;
Dahlsteret al, 2005) .

Bureaucracy
“Organisations that are designed and operated as if they are machines are now usually

called bureaucracies” (Mgan, 1997). Most of the FTSIEME companies, at for

profit, public sectorsole trader and partnerships are all bureaucratised to some degree,
for the mechanistic mode of has shaped and developed our most basic conception of
what is an “organisation”. Organisations are spaieoutas if they were machines,
e.g.,"it runs like a Swiss watch” and consequently we expect them to operate in a
predictable, reliable and routinised yavlorgan (1997) suggests that timechanical
modecan provide the basis for tledficient operationof someorganisations“But in

others it can have many unfortunate consequences” (p13).

The German sociologist Weber identified that society could be held together by some
sense of rationat legal authority where fealty or ohedceis obtainedvia a form of

due process i.dogical, formal and reasoned. Within organisations this is provided via
rules processes and protocols and within a relational exchange by a form of contract
Authorities vested in the structure of the organisation primarily via role otiqrose.

some kindof hierarchy Grey (2009, p23) suggests “that the kind of organisation which
emerges from the complete application of the ratiolegjal principle is one which is
entirely defined by rules and a series of hierarchical relationshi@sbureaucracy.”
Johnson & Scholegl999)discussthe organisation of people with firms and conclude
that how people and their wodkestructured is crucial to the effectiveness of corporate
strategy. They consider the context of scientific management whimbmmensurate

with the notion of strategy making and setting being essentially a -“tdpwn”
arrangement,e. strategy is formed at the top and the rest of the organisateen as

a method ofstrategy mplementation, consequentbrganisational design becomes a
means of toglown control. However they do question the ideal of top down strategy

formulation?Or the impact of the environment on the organisation?

What is he impact of contingent actiohshesehave the ability tacreate unintended
circumstancesThe answer to these questions wvntipact organisational effectiveness
(and profitability) either negatively or positively. Maberg (1999) adds to the debate

by indicating that organisational configuration or design is complewth each
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configuration consisting of a “number of building blocks” and *“coordinating
mechanisms”. He espoustt thereare six pure configurationshich can be adopted

or emergeto fit the content of contingent factors which diffetréypes of organisations
face. The relative size and importance of the building blocks must vary with
circumstances as should the methods by which they are “coordiratggically by
mutual adjustment, standardisation of work process, standardisation of outputs,
standardisation of normsand skills and direct supervision. (Segection 4.5:

ManagementPeople &Process)

Grey (2009) outlines “That there may be a disjuncture between the formal rules of a
bureaucrag and what happens in reality”(p28) considering the concept of the “work to
rule, “ where employees agrealy to follow “to the letter’their contractual obligations

and job descriptions as a means of disrupting the efficiency of the organisation
indicating that a gapxistsbetween what they actually do to contribute to theciefficy

of the organisation and tHermal definition of their roles, highlighting that efficiency
and formal rules may not be identical. Additionally, Merton (1940) cites goal
displacement as an outcome of bureaucratic dysfunctionalism, as by their nature
bureaucraciegsocuson the means and not the end and dagenerate into positions
where the means becomes the end itgedfGrey (2009) sums uff-ollowing the rule
becomes the poininot the point of the rule” (p29). Additionally wheoger timegoals

have lost their purpose and are not reviewed or removed, ossifjaatiorganisational
pardysis, can brought about becausecessively rigid performance evaluation has the
impactednnovation. (Smith, 1995)

Writers have iderified additional bureaucratic dysfunctions. For example, the
disjuncture between the formal and the informal organisation, specifitedlycase
where formal organisational rules and procedaresperceived to be tHgm not the

firm itself. This perception ofwhat the firm“is”, can makethe firm less ethical(du

Gay, 2009 or efficient in the Véberian sense.hls dichotomy can lead to organisations
running a “shadow organisation” pardlel to the formalone, whichhas impersonal
rules, procedures and personal prejudices, rmeamd motivesAdditionally the concept

of goal displacement has implications for standard rules as they will contain the

certainty of intended and unintended consequences, i.e. an outcome that was hoped for
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and whatwas unforeseen and possibly desired. See Section 2: Organisations:

Principal & Agent.

Industry/ Market
“To depict the possible configuration of economies, most anatitsentiate three

models of producing and delivering goods and services naraWharket, “the Sate”

and the“*Community”. Williams (2006) continue$o espouse that there is a common
trajectory of development wards market hegemony and that the industrial western
economiesare at an advanced stage of “commoditisation” i.e. the process by which
goods andservicesare produced by firm$or a profit under conditions of market
exchange. Within the sphere of this study the size of the market is consistent and finit
in size i.e. 5.5 million public sector housing properties (Seetionl: Introduction).

The variable being:the cycical nature of the contractspnsequently thelravailability’

in the market and the duratioh contracts.

Linking strategy development to strategy delivery, Rumelt (198éyeloped a
hypothesislf “industry” is the truly most importantspect of strategy formation, then
differences in the performance of business units across industries should far exceed
performance differences amongst business units within the same indk#Bigsdings

were diametrically opposed bg study (McGhan & PRrter, 1997) analysing the
performance of manufacturing and service ifess over a 14 ea period. Their
conclusion being that an industry contributes substantially to performance, whilst
admitting that differences among the organisations within the saiastry could still

be more important than differences among industries.

Public sector reform has been ergistent theme of UK Governmerits the last 30
yeas (Pollitt & Bouckaer, 2000; GhobadiaB008) and there has been a move to
involve, adopt oradaptprivate sector practice into the public sector. This has taken
many forms from privatisation, procurement of services and the private magratgaim
publicly provided services to importing private management practice into the public
sector.

New publc managementHorton, 2003; Pollitt, 20012002) has been described as the

metamorphosis of public sector organisations over the lase26 yas it “transformed

% They did not explain why industries competing in the same industinysimilar structures have
differing levels of “success” which is a challenge to the vahagn theoy.
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from a traditional bureaucratic system of public administration to a rmaskentated
resuts-driven system of public management” Horton (2003, p403). The initial focus for
transformation was associated with cost consciousness and a concern for efficiency in
public services with the emphasis being finance and system diikienwasfollowed

by structural change to create autonomous agencies responsible for the delivery of
services which could operate Wi clearly defined contractuatrangements amablicy
frameworks, and adoptims, objectivs, targets and performance objectives for service
delivery. This was driven in some instances by the intended or unintended consequences
of legislation. i.e. the Housing Act 1980. (Seectionl: Introduction.) The objective

was to be more transparent in the delivery of public services. It wasdatigat‘new

Public managementpractice would enhance the accountability of public services
downwards to their users in a way that private companies were adadeutdaheir
customers” Horton, (2003 p404 Christensen and Laegreid (20G)pport this view,
suggesting that techniques developed in the private sector were introduced with the aim
of producing modernised administrations which were explicitly focussed on
improvements inefficiency and the effectiveness of service provisidhere isof

course a major flaw in this argument. If a customer expresses dissatisfaction with the
service or the provision of a commercial product they can usually exit, however publi
service usergarticularlythose involved within the rentingof social housing have no

such chice?® There are limited numbers of academic studies exploring the impact of
competition upon the performance of organisations within the sphere of “New public
management”, with contradictory findings being reported. Hodgsoral (2007)
suggestedhat thee are a large number of studies identifying the positive effects of
operational change inspired by the adoption of market niteehanisms;however
Painter (2006) voiced a concern that the improvement in processes did not guarantee
improved service deliverya position supported by Ackroyet al (2007) who was less
optimistic about the benefits of such operational change and seriously needdie

efficacy of public sector reform.

Organisation and the impact of polarisation.
Penrose (1959) suggests that firm size is regulated by the degree of which the firm is

influenced by market forces “The larger the unit is, the smaller the exteri¢h the
allocation of productive resources to differing uses and overtimeeistigigoverned by

market forcesand the greater is the scope for conscious planning and economic

?® Homelessness is not usually a viable option.
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activity”. Larger organisations therefore develop their own mechanisms ferrgowce

and control only secondarily related to market conditions. Cyert & March (1963)
consider that executives work in accordance with what they describe as “sequential
attention to goals”, a position supported by Katz & Khan (1966) who suggests that
executives deal with issues in an established repertory of programmes for deigting
immediate problems which are a feature of the internal mechanisms and struttere of
organisation. Additionally standardised decisions may be clearly communicaded a
objectively well defined but they will be subject to local interpretation and traorsiat

the day to day work. (Se8ection 4.6: Managemeiteither through the use of
organisational language (Brunsson 1982; Dahletext2005; Hitt & Serpa 1997) or the
multiplicity of activities which are aligned to thstructural requirements of the business.
(Chandler, 1977).

The hierarchical nature of bureaucracies sees adherence to the rules as beingrof great
importance thathe decision itself (Tan and Rae, 208@aseyet al, 2000), with “sight”
metaphors, specifically “organisational mydiaand “tunnel visioR™ (Smith, 1995)

being highlighted by several writers in the area of performance measuremieits a
application within the sphere afew public management. The discussions range from

..... the public sector provides a leading edge on issues of performance measurement to
the performance measurement systems have measured too many things and the wrong
things” Wankhade (2011) with the author suggesting that public sector employees may
be moreadverse to operational risk thamnages in the private sectp@asserting that

the “objectives of the public sector organisations tend to be less well defined and
performance measurement focuses on the measurable extpiese of the intangible

areas representing important aspects of the services provided. (p 385)

Tucker (2004) discuses the concept of trust in relation to the contractued ndnew
public managementdm the perspective of them ashayer of servies and also as a
supplier of services” i.e. do they trust their suppliers iandirn are they trusteds a
supplier. The causality of the “tipping point” from trustdigtrust is complex as is the

reverse In reality the location of this poings more evolutionary than static becse

2" Myopia is the pursuit of short term targets atekpense of legitimate long term objective indubgd
performance indicators

%8 Tunnel vision being defined as an emphasis by management on phenibvhare quantified in the
performance measurement scheme at the expense of those that aetifiedu
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newly encountered situatiomsvise the “tipping point”. However the binary distinction
remains constant as in each instance bBtlyer” and “Supplier’'must trust each other

in order to produce the desired outcom@snultaneously therenust alsobe enough
distrust to be assured that they &a@h fulfilling the roles expected of them. (See
Section2: Agency). The traditional model of trust is based on reciprocity (Tyler 1999,
Hardin 1993) the basic premise being Bsts B to do X; if B fails to do X the A is right

to distrust B. This model is evidenced in both social exchange theory (Thibut & Kell
1959) and economics (Dasgupta, 1988 outcome being that trust worthiness is
viewed as a probability analysié the likely consequences of behaving and acting
cooperatively. Trust is also considered from the relational aspect and kinttexigocial
connection within or “community” (Tyler, 1999). Here A promises B to X, and then if
A fails to do X then B still trusté. The theory in use here is the social identity theory
and trust is the key dynamic.

The “Public Valué aspect of the NPM seeks to capitalise on the tendency of people to
trust service providers closer to them. However the finding from my study ieelrdirfi
increasing trend of market polarisation where HAs and contractors were dattjag

in terms of market capitalisation and numbers of properties managed through
acquisition and merger with smaller organisations with evidence of service
“commoditisabn”’ and de skilling and de professionalizationtbé management and
workforce (Tan and Rae, 200@)ll of which the effecof reducing the tipping point”.

The debate can beonsidered from two perspectives (1) the liberal democratic rules
based relatioships between “citizens and local government was substituted with a
requirement for contractual compliance and (2) a market based relatienghthe
design was to improve the functionality of service delivery as opposed to adapting
service user needséquirements. The reduction in the “tipping point” has created a
tendency to micro manage frontline service delivery with the consequeice
influencing metrics design and increasing expensive inspectigimes. Smelser &
Sweeberg (2004 “...social econmic sociology where economic risk is mitigated
through costly formal contracting and practice”.

There was little academic research in the area of economic npalkeisation andts
impact on thdevels of trust in trading relationshipadditionally thee was evidence
within the literatureof the effect of loyalty in thecitizen’strust/ public service provider

debate,where continuous dealing with a service provider was seen to build trust
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(Ricketts, 2001). This been examined from a post pp@rspedte althoughthe impact
of the contract supply cycle was not considered neither was the impact on the supply
side of the market through polarisation which somewhat challenged the findings of the

research.

Individual
The individual's role in thebureaucratic machine can be considered from two

perspectives, these being the manager & management practice and the role of the
individual as a stakeholder.

“The mechanistic approach to organisations tends to limit rather than mohdise t
development of human capacities, moulding human beings to fit the requirements of a
mechanical organisation rather than building the organisation around thejtlstrand
potential” (Morgan 199, p31).

Indridrasson &Wang (2008) discuss the concept of commitment or contract as a means
of driving employee performance in outsourced relationships. Deakin & Michie (1997)
argue that as organisations seek to create an environment of low risk businessirisks an
improved “pedictabilities” outsourcing increases in attractiveness. From a contractual
perspective shotterm inter organisational relationships are the normimwite market
place for this study.nidridrasson & Wang (2008) suggest that ttisictureimpacts on
HR practice in several ways. Incentive for people investment and development is weak,
hard driving uncompromisingmanagerial practice is considered more efficient in
delivering the low costs that the bidding companies commit to, short term contract and
the pdential for contract termination due to performance failure does not enable
employes to create a “bond” either wittheir employer or client and degraded
employmentterms anda requiement for increased efficiency;pmsition supported by
Cappelli (2000).This is negated somewhat by the Transfer of Undertakings Protection
Employment (TUPE) which broadly guarantees pambé employment terms when
employeesre transferred following a successful contract win by a contractor.
The seminal study of the workingnvironment is the Hawthorne study, the striking
characteristics of which were the assumptions that had been formedegperiment
and which were dramatically overturned specifically in the “lllumination teststhwh
were ultimately abandoned. Overdlete were several conclusions.

e People are motivated by more than pay and conditions

e These is a need for recognition and a sense of belonging
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e Informal groups exercise control over organisations
¢ Managers need to be aware of the social needs of the inaliadd the power

dynamic of the informal group and the requirements of goal alignment.

The polarisation of organisations auded to in previous chapters is a significant
element of this market place whichreinforced through the procurement procé&se
Section4.2: ProcurementOrganisational culture has been widely written on from the
perspective of the “market’, “management accounting”, “strategic change” and
“operational management”, but the impact of polarisation and cultural asgmila
inter-organisational working and the development of work attitudelse&aviours is
conspicuous by its absenitem published academic reseaftiThis is surprising given
that contractual relationships am common! And that sophisticated forms of

collaborativenetworks are continuously developing.

The nature of work within bureaucracies has been identifiedhasng been
“commoditisetd, (Williams, 2006). The nature of the services provided bypi{Sier”
within my study has changed. (SBection4.2: Procurementf:Buyers” are securing
service delivery based on a “schedule of rates” a pre agreed price for{oorkther
fixed method of pricinge.g. “Fixed price per property”. This imposed differing working
practices for both the trades and their manageme8ge( Sectiot.5 Managemen
People andprocesy There is little academic literature in this sphere regarding the
behavioural effect on individuals working within “scientific management principles
and FM Service delivery, but in terms of resultgridrasson & Wang (2008) identify a
deteriorationin what they term HRM outcomesAbsence, staff turnover, conflict and
low morale, with clients experiencing that “...The quality and performancervites
deteriorated” (p81) a position supported Painter (2006) who stated that improved
processes did not guarantegroved services. Manufacturing has a history of scientific
management, and some of the impacts on behaviour are well documented.( Tan & Rae
2009, Adcroft & Willis, 2005, Keasewgt al, 2000) with evidencecited relating to
inverse efficiency measures angoor role developmet resulting in organisational

inertia.

%9 Google Scholar Business Source Premier Emeraldci$esteria. Polarisation and culture. Inter
organisational behaviour, TUPE.
%0 Covering prelim, labour, materials and margin
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Whatis the impact otommoditisatio? Deskilling in the context of trdes skill and de
professionalisatiorin case of management within the FM services arena? Or does
commoditisatiorassist the market by lowering skill sets and delivery standards to match
the supply of talent that is available? Or does it have the opposite impact aasencr
the competition for tale@ft(Morgan, 1997. This beingcentral to the “Systems/ersus

“Control” debate. There is requirement for further research in this area.

Management Practice
Management practice within the context of my study is considered from the position of

the development of optimal organisation structure, process design & implementation
and the process management of activities within an -orgnisation outsourced
relationship. Service management is the “Linking of operational decisions to business
performancéJohnston & Clark. (2001

Ghobadiaret al (2006) cosider management practice from varitlsoretical positios,

these being @ke holder theory (Freeman, 199@itchell et al, 1997) and Resource
dependency theory, (Pfeffer & Saleneck, 1978) and the application of theory and
practice in the context of new public managemdtdrticularly in relationto the

importation of private management practices into the public sector.

Stakeholder theory suggests that managers will inevitably review the various
stakeholders possessing a claim over the actions of an organisation. (Bryson, 2004,
Moore, 1993 The Resource dependency theory argukat there is a balancing act
which benefits stakeholdersbut only those which organisational managers believe
possess critical resources which the organisation depends on” Ghobadiaf2006
p1528) The consequences fodurstrial relations arexplored inthis study- specifically

the relationship withpublic sector unionsGhobadiaret al2006) citing the Amicug*
position, which espoused an imposition of service on employees and customers
“allowing public funds to be appropriated by the private sector. They suggest tiat bot
theories “attempt to explain or predict the actions which managers face with thdtdifficu

tasks of satisfying potentially conflicting interest” (p1522).

Mitchell et al, (1997) links Stakeholder identification and Salience theory arguing for a
marriage othe normative appreciation of what managers need to pay attention to and a
descriptive assessment of why, suggesting that salience is a prodadba$ attributes.

%1 A public sector Trade Union
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They consider the power relationship of the stakeholder and the organisation, and the
maragement of the “actions of the Organisation” and the urgency by which the action
needs to be addressed. There is aWwitkh the work of Coase (1960]See Sectior2.2
Agency) and the creation of property rights and the creation of rents. Pfeffer and
Salenick, (1978) provide via Resource dependency thaargtional explanation as to

why managers will prioritise the interest of stakeholders based on a nuffbetoos.

Grant (2008) extends the “resource” to cover tangible, intangible and humasaasset

that if the firm adopts a resource based view this could be used by an organisation to
develop critical success factors en route to a position of competitive advaiftag
challenge to this mudie the external environment. As within the context of my study
some of the resources required must be obtained externallySutzcontracting”,

which could critically affect the performance of the organisation As a consequence
managers must prioritiseaddressing the interests of the owners of said external
resources to ensure both their continued availability and their continued suppogt. Ther
is therefore a clear link between Resource dependency and stakeholder theory and a
requirement on the part of the manager to possess a level of capability to manage the
supply chain as opposed to managing the task.

There has been criticism of public sector management, (Steele, 1999; Hzigglett
2004) in respect of their management of private sector contractors wheréakdreen
an alleged focus to favour the satisfactmfnone shareholder i.e. tiBuyer” at the
expense ofCustomers/ Residents, but is this an unintended consequence? @Qra fea

of poor contractor management due to a lack of capabilitycompetence?

The propensity ofmanagers tofavour a particular Stakeholder position can be
influenced through various factor€ongruent values within the supply network
(Indridrasson & Wang, 2008), Targeting, (Ghobodiaet al, 2006), Process and
operational management (Dahlst&tnal, 2005, Johnston & Clarke 2001; Jackall 1983)
and Agency and Opportunism. The structure of the organisation and the contingent
effect of the environment exeftuctuating pressures which a@sconsequence affect
managers seefg to do all they can to achieve expected outcomes. The difficulty with
strategy setting within the current market is that despite the good intentions of the
execuive and management finding a successful strategy to meet the issfi@gency;

goal displacementunpredictability in the market and the achievement of desired

55



outcomes for the business)sures thateir actions gravitate to become the focus of the
“delivery manager,’ consideing only the point ofservicedelivery. Introduce tunnel
vision, local interpretation, target fatigue, poor measurement practice in camunct
with a toxic incentive programme and the consequences are nowwlgatinintended

but unavoidableSee Sectiom.5. Management- People & Pocess.Jackall (1983)
considers the moral choices tied to personal fates and the impact of bureaucracy in
relation to its impact to shape managerial morality. In looking for a bureauetihiic

he suggests that “ ...managers are the quintessential bureaucratic wgrktgey not

only fashion bureaucratic rules but they are bound by them. Typically they are not just
in the organisation; they are the organisation” consequently does this batieagttric

shape the morality of society as a whole?

Procurement
Today’s puchasing practices are assumed by academics to khale@ in an orderly

manner frompast practice Emiliani (2010) suggests that “practitioners of modern
industrial purchasing and supply chain management lack a historical perspecttiee
execution of lheir strategic and day to day procurement practices assuming that current
practices are favourably grounded in past practice, and as a consequence that avoid
questioning their own practices in respect of ethics effectiveness or corporate
responsibility”. (p116). Arguing that current practices have ignored history amaitie

won lessons and that subsequently procurement practideebasereutilisedfor both

the “Buyer” and the“Supplier” organisationsiesulting in tensions between the parties
whose inteests are fundamentalmilar and not different.

At the heart of the debate is a mathematical equation. The optimum designbeauld
Non -Zero-Sum (winwin) outcome, where as in practice Buyers seek to realise Zero
Sum outcomesHmiliani 2010, 2004). The supply network within my study operates
within a volatile and highly regulated environméntith polarisation of'Buyers” and
“Suppliers” and exacerbated by a fixed market in teohstockvolume®™. Given this
position are the unintended consequences agfressive procurement practice
opportunistic behaviour as the Supplier seeks to ssdifee position. See section 4.2

TheProcurement of outsources services.

%2 European Union procurement regulations
% Driven by numbers of housing stock and R&M contract duration.
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Effective procurement process design is limited and outlined specifically by ¥)JEU

but crucialy the content and its design rests with the “Buyer”. (As discuss&kation

4.2: Procurement). New public management and the desire to adopted the practices of
the market could increase the desire to adopt a price reduction \stf@tagr, 2006;
Arnethet al, 2008), despite what the purchasing media (Supply chain management.com)
have long said about the shortcomings of “price beating” and the use of finance based

performance based metrics as a measure of success.

Academically theeffects of polariséon or “Buyer” / “Supplier” consolidation is not
widely covered within the context of procurement and supply network development,
although the fixation with price beating, the adoption of sharp practice and coercive
practice within the product and serwscendustries is widgpread (Fishman,2003;
Stecklowet al, 2003) As arestudies that showhe consequences of such actions i.e.
poor supplier relationship&lohn, 2008; Hannor003) loss of supplier technology,
bankrupt suppliersMcCracken & Glader2007) andsupplier retaliation (Emiliani and
Stec, 2004,2005), in the form of agency, price fixing and Bid righiagd an
unwillingness to succumb to “Buyersiquests.

The academic literature available is based within the context of the procurement
profesgonal. A feature of my study is that the well intentioned amateur is prevalen
procurement design and process, predominately with a skill bias in finance or
operational practice (either housing or maintenance) in all but the larghst'Bliyer”
organsations. This links to management practice and capability Getion 4.6:
Management) and again are the consequences unintended or due to unconscious
incompetence? Keasey al (2000) suggest several dysfunctional consequences of such
practice specifidy misinterpretation, ossification and sub optimisation. Bouwman
(1984) compares the decision making process of what are deemed “Experts” and
“Novices”, the former who typically transferred reason into recognition, a position
supported by Dreyfus & Dreyfus (1986, p30), espousing that “....experts don’'t solve
problems and don't make decisions; they do what normally works”. In summary,

% Directive 2004/18/EC of the European Parliament and of the Council@8/2004 on the coordination
of procedures for the award of public works contracts, public gugpitracts and public service
contracts

%1n 2009 the OFT imposed fines totalling £129.0m in 103 constructims fivhich it had found had
colluded with compiitors on building contracts. These activities werastly in the form of “cover
pricing”. This total was reduced on appeal.
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finance and operations are not good surrogates for professionals in purclsesng.

Section4.2 TheProcurement of outsourced services.

However, alack of economic trust and in particulex anteoppotunism, due to poor
assessmerdapability (Ricktts, 2001) cannot be “defended against” by an all embracing
contract. Additionally goal distortion, caused by interttdic incentives (Chapman,
2005 a “milk and move” culture(Jackall, 1983) and the implications for service
delivery when managers “Hit the target” from the perception of securing works for a
budget, but “miss the point fixated on targets without appriading the impact on
quality of service” Bevan & Hood (2006). A point infrequently considered within the
sphere of procurement literature is service delivery and in particular the cost of
measurement and managemerit.. another aspect of managing the ttaat is the
monitoring of performance and quality of delivery”. Indridason & Wang (2008)

Targeting & Measur ement
Section 2.1 sets out the literature review relating the context and practice of

performance measuremeriere the literature is reviewed frothe perspective of
management practice reflecting on design targeting and monit@erging (1986 —

and the “plan do check and act” approach provides a suitable frame work.

As Tom Peters, cited byarccee (2000) stated in Thriving on ChaosWhat gets
measured gets dorigbut is what is lon€ necessarily what was expected, required or
even desired. This position is further developed by Ad &dftillis (2005) “What gets
measured gets done, even if it is not measured or doneuty well”. CharlesGood

hart (Chrystal &Mizzen2001;Pidd, 2005; Price & Clarke 2009), in his paper delivered
to the Reserve Bank of Australia in 1975, titled “Monetary relationships:va fugen
Thread needI&t.” observed that statistical regularity will tend to collapse once pressure
is placed upon it for control purposes. Or when a measure becomes a targets itacease
become a good measure. It can be stated more generallargets are only useful as
long as you do not use them to manage(Byad, 2005).

Targets — design and outcomes
Johnston & Clarke (2001) argue that there are four reason&dontaasurement of

performance: @mmuni@tion, motivation, control and improvement. Per({t999)
considers measurement from the perspective of outcamskmg to what extent does

the performance management process really result in a increased focus on outcomes as
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it sets out to do and questions “ does it really result in more effective and efficient

delivery of public services programmes?” (p102).

The critical element is the selection of target to avoid as Bevan & Hood (20fif9st

“hit the target- but miss the point”. Target design has been influenogdpast
performance (Tan & Ra@009) influencing whathe future performance may look like

— here history context and accuracy combine and potentially limit the success of
achieving the target which may be insufficient to meet the new performance measures.
The generalisation of targets witham industry setor or market place is debated from

the perspective of the target set and its link to a specific organisation and Bow thi
shapes and defines the orggation through its application. However from iadustry
perspective and in particular a market that is regulated, does the target transcend
individual organisations as the market regulation does? What is the scapgantiof

target generalisation when considered in the contecvmimoditisedvorking practices?
Gosling (1999) highlights the tension iatd collection between what is easy to gather
and measure and what us useful to measure but diféolt to gather andocuseson

the easy to hit measures rather than the organisdyiamitical.

Itner and Lacker (1998) suggest that effective targgtrelates to basic causality and
determining the relative importance of performance measures. Withoutabes effect,

the unintended consequences of poor targeting practice are distortions in performanc
(Meyer, 2004) suggesting that the day job Ilees the collectio of data and
monitoring rather than management activity per se or “everything is urgent’h@sis

the potential to increase the level odmmoditisationof services delivered by an
increasing deorofessionalised workforce. Here values become less important than the
adherence to regulations and rules and finally where a hierarchy of measurement is
produced and due to limitations in design, one measure impacts negativahpther.
Humphreys &Francis(2002). Poor target design, (Wankhade, 2011) increases Tunnel
vision, ossification and sub optimisatiethe pursuit of narrow performance objectives

at the expense of organisational objective as a whole. Smith (1995, p286)

Generalised targeting within a regulated industry or market segreaties distortions
that favour larger players in the market. Pashigan (1D84nh &Brown (1995) argue
that market regulation / compliance could lead to additional capgairements, which
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may impede or discourage smaller players from either bidding for work or engering
market The situationis further exacerbated by the shtatm nature of contracting in

the social housing FM sectofan & Rae (2009) suggest that in the shoterm the
impact or regulation in industry and performance management has the potential to
impact cost and efficiency for all organisations. However the impact of increasted co
and reduced efficiency would be greater for smaller firms. Larger firms poteinzaiéy

the capacity through economies of scale, innovation aneégsatevelopment to negate

these increased costs in a shorter time frame. See Fig 2.2

Fig.2.2 The Bidding dilemma for smaller suppliers

Figure removed for copyright reasons

The design of procurement practice and the content of OJEU nb&gegotential to
influence the market and could be deemed a systemic dysfunction. The unintended
consequence bein@ reduction in the competitive nature of the procurement practice
and an increase potential of opportunistic behaviour on the part of suppliers within the
supply network. Wankhade (201DUackson, (1988) and Likierman, (1993) indicate a
key requirement fo design is in devising targets to establish realistic levels of
achievement prior to the target being set. Additionapigst priori it has been
acknowledged that managerial targets need time to develop, performance tarddts shou
have the capacity be wiged in the light of the experience of their implementation and
monitoring and should be responsive to change to reflect a change in performance ,
statute or the environmental conditions. Procurement Guidance from HMufyea
suggests that “Continuous imgvement with performance targets should be a central

part of any procurement option” (p1).
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Measurement. Collection and interpretation
Polarisation within the Buyer/Supply network a feature of the FM socialobsing

market and impacts on organisationakign influencing the allocation and control of
resources that are fundamental to the deliverR&M Services e.g.Multi-divisional
organisations compete with SME’s in a profit constrained market with an imgylyas
commoditised productwhich is defined by a “cost” withim “Schedule of rates®.

Here the activitycosts ardixed and measurement of activity assimple management
process. The use anisuses of measurement in performance evaluation in making
resource allocation decisions requiane assunmion of causality. That is, the method
chosen assumes that the activities will achieve a desired outcome, and why performance
management prosses are subject to misuBerrin (1999) proposing that “performance
management without evaluation about causality, are insufficient for deciding on budget
allocation$ (p105).

The useof scientific management or...management byobjectivesmay be more
extensively used in current operational practice than research sugBeststenet al
(2005, p539with structure, remuneration policy and culture (Harris & Ogbonna, 2002)
enforcing its use. Additionally, a lack of desire to chawogeadherencdo a tribal
practices being cited, “symbolic management activities, and ceremonial and ritual
performances ..... t can integrate the organisation and make sense to different
organisational members. MBO is a means of management contargamisations
regardlessof the dismissive views of academic researchers portraying MBO as a
management fad paxcellence”. Dahten et al (2005 p539) From an effectiveness
position; command &control and execution of task vgelcomed;however in term of
efficiency it is frequently challenged. However the suitability of MBO is suppdayed
Burns & Stalker (1961) andlintzberg (1983 in machine bureaucracies, wherein

objectives more readily trickle down the organisational hierarchy.

The multidivisional structure of the largéiSuppliers and “Buyers” is divided into
operational units on the basis of services, the processes of the SBU or geographical
location, “the rationale being that divisionalisation comes as an attempt to roeetice
problems that functional structures have in dealing with diversity”, Johnson & Scholes

36 A Schedule of Rates is a menu of activities which encompasses the cost of labtw timé to undertake the

works in conjundbn with the cost of materials and Overheads and margin.
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(1999, p404). The potential for irregularities in the data collection process rididRaz,

2009), compounded by local interpretation and challenges over the centralist/ regional
dichotomy (Chapman, 2005) have the potential to bacerbated as part of a
performance interpretation process, particularly within the use of periocema
management, league tableand the use of an aggregate measure to indicate a level of
“overall performance”. Here, “Measure fixatioh as Smith (1995) defes it- as an
emphasis on the measure of success and an organisational or informal encouragement to
focus on the performance indicat@ther than the desired outcome of the delivered
service internalises performand® the potential detriment of theuier.

The Commons
A major problem that economics associates with the “commons” is that its bamnefits

readily accessible to all and that it is generally seen to have few barrietsytarghas

a consequence is prone to misuse, resulting in the waivk “tragedy of the
commons”(TOC) (Harding, 1968).

Economic convention presents arguments about the commons, premised on
methodological individualism and rational choice presenting a model that
conceptualises the commons as being (1) owned by a cddleotiactors and (2)
objectively given, where the pursuit of selferest can lead to the degradation of the
said commons. The basically essentialist model make an assumption that tharactor
norm —free and opportunistic maximisesg short-term intersts who in the absence of
restrictions to access, their actions tend not to contribute to thedongnterests of the
collective. Additionally the collective action of the group has the potential to lead to sub
— optimal outcomes for all actors. Conseqtly it createsollective misuse and a
“degradation” of the commons. Ostrom (1999) describes the “tragedy of the commons”
as a metaphofor the problems of overuseiting that resource users are norm free
maximisers of immediate gains, who will not cooperate to overcome the common

dilemmas that they face.

Within the context of my study the commons is seen as the social constructed market
with the literature reviewed to provide both a social and econpengpective. Ansast

al (2010 argue that the commons are social constructed, suggesting that the “commons”
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are conceptualised in economics “as a lasgale environment, or social system,

consisting of natural or cultural resources and ideas”. (p.2).

Economic
The “tragedy of the comons” is frequently cited as an example of market failure,

where organisations using the commons impose external costs on their rivals. Mason &
Phillips (1997) suggest that “this externality can be both static and dynartatit S
externality reflects thecrowding” problem where each firms costs rise with industry
output as the number of players in the market increaseg»x antetransaction costs
linked to procurement, additionally a larger numloé firms increases completipn
patentially leading to lower “oyut” prices and a squeeze on margihis indicates that

either the crowding effect will dominate or the price distortion effect will domiaate
impact the industry size. The dynamic externality exists if current actiadsdenigher

future coss. (p148)e.g. cost will change from one period to the next when access to

“stock” changes.

A feature of the Socialdusing R&M market, are the variables. The constraints on the
market are the stock volum@sandthe number of “Buyers” in the market whidh
static but reducing due to amalgamation. Additionally access to the market isegbver
by contract availability generated either by renewal activity on the basis effiked
contracts or contract determination for poor supplier performance or conteachbr
Ostrom (1999), provides a description of a commagool resource as being” a man
made or natural resource from which it is difficult to exclude or limit users one the
resource is provided, and consumption of the resource makes those unitibleaiai
others”. (p497). Thus “subtractabillity” or competitive rivalry is a salient featf
most commons. (Al-Fattal, 2009; Feestyal, 1990)

The Social lousing R&M market is dynamic in terms of competitive procurement
practices which are highly ratatedvia OJEU Al-Fattal (2009), suggests that the TOC

has proved to be an important political economic concept as it has the capability to
determine cooperation between actors to “conserve the common good and to lessen the

transaction costs of negotiation and enforcement”. However within OJEU practice

% There has been little reduction due to “right to buy” and praktyino increase in the housing stock due
to new building projects

63



operation is seen as a major source of post award legal challenge due to agiportuni

behaviour and profit maximisation.

Given then that liberalisation of trade is a eguisite, and desirous on tharpof the
“Buyers”; what is the impact of suppliers seeking to win greater market share within a
cyclical pre defined market? Mason & Phillips (1997) outline the non cooperative
equilibrium, setting out that a dash for growth by Suppliers reduces tiwetirterm
profitability. This is further exacerbated over time as the size of thecalcharket
alters, as there may not be sufficienbriv available to win in the mediuterm /
Longerterm Should this reduce the numbers of actoosnpding either throud
polarisation the financially / operationally stronger~ buying the weaker) of
administration / liquidationthe long- term position would be increasetegativelyfor
Buyers.Several writers outline strategies for averting, mitigating or coping thvéh
effects of the commons (Ellis & Van Déyouweland,2006; Brook, 200 opeland&

Scott Taylor,2009) espousing cooperative behaviour as a means of reducing the effects
of corporationalisation, but economic polarisation and its consequences is notlgenera
discussedHowever Ostrom(1999) considers such effects on the market as stagnation in
terms of technological development, and the capability of Suppéersanagement and
governance of “Cyber corps” (Rowland, 2009) armiporate social responsibility
suggesting that they are “only responsible in the narrow sense of being prudent of its

own interest”. (p115).

The conventional economic literature does not discuss how or why the actorsegenerat
differing interpretations of the commons and specifically their motivations to pursue
differing courses of action irrespective of the widespread initiatives relating to

governance.

Social perspective
Institutional theory would suggest that a process of social construction applies the

notion of the “commons” as valh is deemed to constitute the commens the case of
my study a “market” is contingent on the institutionalised norms aactipes of the
actors engagedSchnable (2006) suggests that through a procesmstigating,
developing and specifying the segsignificance and rarity of the commons resource,
actors are participating in socially constructing a commaAnsariet al (2010 propose

that a commons can “be understood as a socially laden concept that is discursively
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constructed, justified and enadtthrough a language of right and justid&ilding on
this view, suggesting that via institutionally sanctioned discourse, theipaihg

actors ascribe meaning to the market which devises accessibility and governance.

Ostrom (1999) considers the affects of Boundary rules / pay off & position rules within
the context of membership of the commons and specifically their link froeity and

trust and the corresponding impact on transaction costs. The content of the OJEU notice
may specify who can apy to the market place and who can be considered to be capable
of delivering the works®*® Having overcome this hurdle, the supplier may then be
“Invited to tender” for the contract. The first section of boundary rules tlates to an
organisations “tizenship” or membership of a club, the second boundary relates to
ascribe of acquired characteristiescapability, and the third group relates to a
relationship with thecommons itself.

Payoff and position rules are used to redirect or reduce ghegriations from a
common —pool resource- for example to add a penalty to prohibited actions. Within
the Social busing market, The “Buyers” —as a user group adopt norms that rule
breakers should be shunned. Two broad types of pay off rules are used extensively (1)
the loss of rights to the marké&tand (2) the imposition of a finé* The difficulty
relating to pay off rules relates to monitay specifically capability and its associated
costs relating to moral hazarBrook (2001) explores the concept of externalities or
“spill over effects” which are outcomes from the processes practiced by capitalist
corporations indicating that whilst tleeare unintended consequences of trade, they are
not unknown specifically polarisation which he describes as “mal distribution” and its
impact, suggesting “that a measure of efficiency to be seen as positive shoulcelde plac
within a social and culturabntext”. (p613)

The “commonsis clearly populated by a web of actors within the Value network with
both aligned and contradicting perspectives where each party has the potential to
organise to the detriment of the wider commons. Equally the action doonwiis

clearly knownto all the playersMy thesis outlines the unintended consequences of the

%9 This us undertake by applying for and submitting a pre qualditguestionnairePQQ

“0Due to loss of credibility, e.g. a contract being determingzbor references from another player in the
buyer market. Or opportunistic behaviour

“1 See referencesith the thesis to the OFT fine for cover pricing
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traditioral practice and structuref the Social housing sector and the delivery of

outsourced maintenance services.
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3 Methodology

The design method to be adopted would one of “mixed methods” via data triamgulati
or methodological pluralism. The rationale for collecting both quatiwé and
gualitative data wak allow comparison, validation or corroboratiohtheresults. The

two forms of data bring a greater insight into the problem than would be obtained by
using only a single type of daf&o facilitate thisa convergenpardlel mixed methods
approach which utilised both quantitativelocumentation analysisnd datacharting

and qualitative a semi structured intervierand an ethnographic study over a specifi
time period would be adopté@rganisations are often intensely political
arenas....... researchers relying on documentary evidence are advised to use
triangulaton to enhance validity and reliability”, (Saundetsal, 2000. In adopting

such a desigm noted that there would be challenges, “The benefits of a triangulated
approach have a potential benefit from the reduction of in appropriate certainty.
However theinaccuracies of one approach cannot be expected to overcome the

inaccuracies in anotherTielding and Fielding1986).

Definition of method
From a design perspectivi is recognised that triangulated or mixed method designs

can be fixed or emergent{Creswell & Plano Clarke 2011 p 55), albeit these two
positions should be considered as end points on a contirmngdnmnot as a clear
dichotomy. he triangulation design will be a typologyased approach in which the
design emphasises the classificatofruseful mixed methods designs and the selection
and adaptation of that particular design to the study’s purpose, questions and source of

data i.e. Mixed method simultaneous design. Morse & Neihaus (2009).

Brymanand Bell (2007) suggesesearchers camneigh alternative choices and use this

to justify their mixing decisions One of his choicesis “triangulation’, where the
traditional view holds that quantitative and qualitative research might cemlkin
triangulate findings in order that they may be mutually corroborated and increase
credibility. Building on the suggestion that employing both approaches enhances (1) the
integrity of the findings, explanation, where one is used to help explain findings
generated by the other, and (2) the diversityiefvs, namely combining participants

and researches perspectives by uncovering variables through quantitative research and
also revealing meanings and the position among research participants through

qualitative research.
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Teddlie & Tashakkori (2009) sugste that components of a research study are
comprised of “strands”, with mixed methods studies including at least one quatitati
and one quantitative strand. They espouse four critical decisions for a reseaaztter pri
selecting an appropriate mixed meds design to adopt in undertaking the study. These
being:
e the priority or relative mportance of thestrands i.e. quantitative priority,
qualitative priority or equal priority
e the level of interaction between strands i.e. are they independent aobtbach
or interactive
e the temporal relationship between the two strands i.e. sequential timing where
the strands are implemented in two distinct phases, concurrent timing where
both the qualitative and quantitative strands are implemented during a singl
phase of the project and multiphase combination timing, where concurrent and
sequential timing is included during the programme, usually where there are
several phases to study being undertaken, and
e When the two approaches are mixed, specifically thaa@ixiterrelating of the
two strands. Morse & Niehaus (2009) deem this as the point of interface. There
are four potential “points of interface”, mixing at the level of design, data
collection, data analysis and mixing durimderpretation The pointof interface
is pertinent to my study due to the data gathered bytgtiadé methods within
the Value network. Semi structured questions will be put to various actors which
are similar but different. Mixing the stands prior to this positioms the riskof
perverting the issues surfaced. A position that | was acutely aware of due to my
a priori knowledge.

Type of design — Convergent Parallel design
Within the concept of Data Triangulatiocgnvergent design is the most well known of

the mixed methods. The concept of mixed methods was discussed in the 1970’s; Jick
(1979) noted the coept of triangulation allowedesearchers to be more confident of
their results,by stimulatingcreativity in data collection, and enablirgy synthesis of
theory to provide a richer pool of data for analysis. The method was originally
conceptualised as @rfangulatiori’ design where two different methods were utilised to
obtain triangulad results about a single topichére is frequent confusion by
researcherabout the orrectuse of triangulation in qualitative research andciecept

is oftenmisusel for purposes other than to produce triangulated findings. This type of
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design has been known by many names since its inception, but its objectives have
always been consistent, and “convergent design occurs when the researcher collects and
analyses both quantitative and qualitative data during the same phase of thdn researc
process and then merges the two sets of results into an overall interpreGitesviell

& Plano Clak, (2011).

Morse (1991, p122) states that the purpose of convergent design is “to obtain different
but complementary data on the same topic”. In using this approach the researcher is able
to triangulate methods by directly contrasting and comparing gtinraditfindings with
quantitative statistical results for validation and corroboration purposden Fa990)
suggests that the researcher’s intent in using this approach is to bring rtdgethe
strengths and weaknesses of the qualitative methods i.e. small samples, details, depth,
with those of quantitative methods i.e. generalisations, trends and large saexle si

This is a typology based design where the researcher is provided with a framework and
logic to enable the implication of the methods enguthmat the resulting design is of

high quality, persuasive and academically rigorous. Utilising this approacburrent

timing is utilised to implement both the qualitative and qualitative strands during the
same phase of the study. Additionally theregsialpriority of relative weighting. The

two strands remaimdependentduring analysis and then the results eniged during

the overall interpretation of the findings.

Implementation procedures faconvergent desigrelative to this studgreoutlined in

the model below.

Step 1 both qualitative and quantitative data on the project orctopiinterestis
collectedconcurrently but geardely. Relative to my studythe ethnographic sessions

and semi structured interviews, and the document analygs.esearcher then analyses

the two data setindependently using ppopriate analytical procedurestep 2

Fig 3.1 The Methodology proces®r the Research Project.

S Design the Quantitative strand Design the Qualitative strand
T e Determine the approach e Determine the approach
E and state objectives and state questions.
P Collect the Quantitative data CollectQualitative data

e Obtain permission e Obtain permission
1 e Identify the sample e Identify the sample

e Collect closedended data e Collect openended data

! '

S Analysis of the quantitative data Analysis of the qualitative data
T e Using descriptive statistics, e Using procedures of theme
E inferential statistics and development and those
P effect sizes specific to the qualitative
2 approach




At the point of interface the results are merdei@p 3 Finally, Step 4 The researcher
interprets the findings to create a better understanding in response to tehrese

projects overall purpose.

QuantitativNSt‘rand Qualita‘ty Strand

Use strategies to merge the two sets of results
S ¢ |dentify content areas representedbath sets , and compare, contras
T synthesise
E o |dentify differences within one set of results based on dimensions within
P the other set and examine
e Develop procedures to transform one type of result into the gfbeiof
3 data, and conduct further analysis to relate the transformetbdh&other
original data
S Interpret the merged results
T e Summarise and interpret thepse te results
E e Discuss to what extent and in wnat ways results from two tyjpeata
P converge , diverge, relate to each other and / or produce a ampéete
understanding
4

The convergent parallel design has a number of advantages and strengths for the
researcher; specifically:
e the design approach is intuitivelsensible following a logical processand
pragmatic
e it is efficient regarding timing- both sets ofdata are collected in the same
research phase
e data can be collected and analysed independently pachsdy
Conversely it is challenged by the need for good design to avoid conflict, a requirement
for an alignment of samples, between the qualitative caradhtitative research targets
(generalisatiorversus‘in depth”), and where the daia divergentcontradictions may
provide new insights into the topi€his may require a further phase of data collection.
However the researcher must then deeuthat type of additional data to collect, and
will the subsequent analysis of the new datmrk furtherdebate andmore data

collection to understand the issues raised.
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This method has particular relevance to my reseasphcifically relating to data
capturefrom semi structured interviews and the use of literature and data collected
from other strands within the analysis process. Additionalydocuments, which are
readily available within the public domain i.e. financial statements antedumticounts,

can be gained contemporaneously during the research phase.

Qualitative research
Bryman & Bell (2007) suggest that qualitative research is to be considered as “An

inductive view of the relationship between theory and research, where the former is
geneated out of the latter” (p402) A terms of epistemology and ontology their
respective positions are described as interpretivist, arguing that in stotatrthe
adoption of the natural sciendsy quantitative researchershe focus is on the
understanding of the social world through the examination of “the interpretation of that
world by its participants”. Ontologically the position is deemed construdisbna
implying that social properties are the outcomes of interactions between imadividu
rather tharf'... .the phenomena ‘out there’ andpaede from those in itgonstruction”.
Bryman (1988 argue that qualitative research has been subject to a proliferation of
definition on what it is and is not, but its distinctiveness does not rely solely on the
absenceof numbers. Silverman, (1998 critical of the accounts written of qualitative
research that do not examine the variety of form that a gizsditeesearch strategy can
take.

Qualitative researchers tend to treat theay something that emerges froime
collection and analysis of data. There is however an argument that qualitatve da
should have a significamble in the testing of theory. This sipported by Silverman
(1993)who suggestthat researchers are becoming increasingly interested iasinegt

of theories and that this is a reflection of the maturity of the research ap@oadts
strategy?. Thisview is alsosupported by Bryman & Bell (200®ho espouséhe view

“that there is no reason why quantitatnesearch canndie employed in mler to test
theories that are specified in advance of data collection .... Much qualitativechesear
entails the testing of theories in the course of the research process”. fmagum
Silverman states that “it is undoubtedly correct thatgpecified theories can be and
sometimes are tested with qualitative data, but the generation of theosytdenel the

preferred approach”

2 And evidence that a positivistic approach to the world gets thiogs!
“3|s the philosophical approach then one of pragmatism?
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Concepts and measurement appeabe a dichotomy for the qualitative researcher.
Blumer (1954) stressed the distinction betwdefinitive and sensitising concepts and

the way in which they are considered, arguing passionately against the ufeitifale
concepts in social researcAn approachthe consideredo an “application of a strai

jacket on the social world”. The idea of a definitive concept is typified bpribeesdy

which a novel concept oncalevelopedbecomes fixed through the elaboration of
indicabrs; Bryman & Bell (2007) arguéhat “definitive concepts are really concerned

with what is in common to the phenomena that the concept is supposed to subsume
rather than with variety”Bulmer’s position was to recommend that researchers of
social science should recognise that the concepts used by them are sensitising concepts
in so much that “they provide a general semdg reference and guidance when
approaching empirical instances” (p7). Concepts should therefore be employedan such
manner as to provide a general sense of what to look for and provide a means for
uncovering the many varieties of form that the phen@menwhich they refer can

assume.

There are several critiques of the qualitative approach to social science reseatgh. First
that it istoo subjective orseveral counts, due to the relationship between the researcher
and those beingstudied and the unsystematic way in which qualitative findings
reinforcein the researchers views of what is significant and or important. By its nature,
qualitative research commencéesm a relatively open ended stanaed entails a
gradual narrowing of the research question or the issue, and indeed it theze l&tleft

in the way of clues for the reader as to why thisal area was chosen rather than
another. Secondlyhé research is difficult to replicate, due to its unstructured nature.
Additionally the resarcher is “the instrument” of data collection, and therefore what is
recorded is very often a kroduct of predilectionThere isalso the issue of empathy
betweerthe researcher and research&llich may bias the data collectedtdrpretation

of the dda collected may become biased basedhey subjective or epistemological
position of the researcher. The scope of findingas itself been considere
generalisationespeciallywhen unstructured interviews are conducted with a small
sample sizgandis this a true representatiaf the unquestioned remaindeFmally the

issue of transparenay relevant. ldw did the reearcher undertake the stutpw were

the study’s conclusions arrived anhd to take the challenge furthemas the process of
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data analysis cleaand what influences was the researcher subjech toftical issue

for me as a researcher is my a priori knowledge, and the fact that | would be tkknown
many of the interviewees “competitor’ Therefore central to the qualitative element of
the research would be how I positioned “neutrality” within my relationship with the

interviewee.

Sampling

In setting out the method strategy the overriding goal had to be to see the issue in the
“round”, and to identify the rhetoric and the reality of stiermism for all stakeholders.

In reality the supply network isoth practical and logical in its structu The desired
position would be that | would be able to generalise my findings from the qualitative
research and that therefore the sample should be a representative sample for the sector /
industry being considered. Therefore a quota sample that woaddige a sample that
reflects the target population, however unlike a stratified sample the samplihg of
targets is not carried out randomly since the final selection is at the béhest the
interviewer. To counter this | had a privilegel@vel of access to interview targets
within the industry and Value networkig3.2 The Value network

Local
Government
Suppliers Buyer Buyer: Special
Materials Procurement | Procurement Purpose
Consortium Consultant Vehicle
e |
\ 4 \ 4
Supplier: Buyer. HAs Residens or
Contractors = | LA, ALMO, — | property user
RSL
Industry Body Buyers Chartered
BIFM Lawyers Institute of
Housing

It could be argued that there is an element of bias due ¢m & probabilisc or non
random sampling method being used. However the sourbea®fis redaed through
strategic samnimg via targetedselection andlesign

The targets for the interviews were:
e A past president of the Chartered Institute of Housing. The institute is the

professional body involved in housing and communities. Its purpose is to
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promote the ideal and standards for training and education of those involved in
the profession of housingractice. This interview will act as the lead to gain the
perspective from a housing management context and will assist in the shaping
and delivery of the following interviews with the RSLs.

Managing Director of a Speciaufpose VehicldSPV)which manags 6 PFI
contracts. This organisation is the market leader in the management of
residential PFI contracts. There is no other organisatanhas the same level

of “long-termisni in Housing FM contracting in the UK

The Senior Directors of 6 Registered Bbtandlords. Separde entities with a
focus on different sectors of the market.ie general needs, care special needs/
dependency. All of the organisations surveyed will have different buying
criteria, and as such will stimulate the debate.

The Operationdlanager of a HAwho is actively engaged in the simultaneous
day to day management of both a Direct Labour Organisation and out sourced
services provided by sub contractors. This has the full impact of the long term /
short term debate and the impact ofitics in effecting the delivery of services

to property residents.

Two senior partners of solicitor§Vhilst being partners within the same firm
each has differing perspectives of the procurement and contractual elements of
contracting in the market specifically relating to procurement and transaction
cost analysis and the other contract dispute settlement.

The Managing Director of a firm of camgants engaged in assisting BlAvith

the design and implementation of their procurement strategy. Linkineto t
“Buyers” supply chain, these organisations are engaged with the design of the
specification for FM service that will be delivered. These organisations seek to
create “value” for their clients via the specification of services within the OJEU
framework.

A Director of an Industry Body i.e. British Institute of Facility Managers who
set a code of professional conduct for the supply and delivery of property
services. The BIFM represent the overarching views of FM service providers
and are at the fore front of the drive to improve professionalism andnaicade
and technical competence.

Three Managing Directors / Operations Directors of contractors engaged in the

supplyof services to Local Authoritee RSLs and ALMOs. These organisations
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are the “suppliers” of service$heir views on the short term / long term debate
and in particular the measurement and reporting of performance vadriral
to the process. See Sectibd: a priori knowledge.

e Senior managers within Government bodies, specifically Deypt of
Communitiesand Local Government, The Homes & Communities Agency and
the TSA, who will provide a perspective from the centre of what is happening
within the sector.

In terms ofthe sampling procedure the individuals selected will have experienced the
key concepts being explorethe sample can be deemed heterogeneous due to the
different jobs and the different impact that the central phenomena, i.e. contetairdur

its effects on them and the organisations that they represent.

Regarding the HAand Contractor targetshe targets represent different perspectives
within their respective market place. These are based on organisational sinesiofte
revenue, and properties managed, numbers of employees and market focus, i.e. general
needs, sheltered, special needs. As a consequence of thipgatdibeing purposefully
selectedjt is envisaged that their views will reflest and provide a rich picture of the
phenomenon.

In terms of numbers of interviewees selected it is believed that thersmailer

recruited will provide sufficient i depth information for analysis.

To identify the candidates for imgew, a current database of ldAvas obtained, and

this was categorised by size and specialism. QGuaeabletargets had been identified

emails seeking interviews were sent to the contacts within the target orgasisation

Within Step1 of the process. The “design & data collection”, relating to the Qualitative
stream research, the concept of triangulation would incladenore detailed
investgation of one specific organisation. In this investigatiba directors oftwo
separde legal entities within the group would be interviewed, in addition to the Head of
Operations —whose SBU provided services internally to the organisation and the
managenent of contracted out services supplidiise Interviews will besupplemented

with an ethnographic study of a group consisting of two diverse operating groups from
within the organisation, specifically “property services” and “housing development/
management"This “Micro study” would be used to compare and contrast against the

general findings of the triangulated approach. Additionally the data collected aeuld
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used to develop or challenge the structure and content of the remainingtsechured

interviews

Realist Ethnography
Suckley et al (2013) building on the work of Scetflorgan (1994)suggest that

ethnography is conceived within current paradigms of organisational studies as
qualitative and passive with the ethnographer through immersiosettiag aiming to
achieve “a rich interpretation of a particular socially constructed context, hence
ethnography has come to be perceisadboth inductive and passiveTheir challenge

is that ethnography as inductive can be realist and “in this vieaven realunwritten

rules of the gamén such a manner that enables diagriosgcottMorgan (1994) in
support for this position argues that analysing ethnographia @& “common
motivators”, “enélers” and “triggers” would reveal wwritten rules as routines of
organisational behaviour. Additionally suggesting with his pragmatic steagaan’st
necessary immersion” whefe..a combination of internal and external research can
assist with the speedy elucidation of a particular set of unwritten ri8askleyet al
2013.(p12). Suckleyet aland Scott Morganseem to besuggesting that ethnography
can be any full or partial description of a group as a means of identifying common
threads (p11). The pragmatic approadhadopted is broadly ethnograptiat is not
obeying all the conventions of mainstream ethnography, considering SBU observation,
semi structured interviews aneétnography within the context of Realist Ethnography.

A study of inter -organisational SBU'’s
Ethnography draws attention to thectfahat the researchéimmerse$ himself in a

group for aperiod of time, listening to what is said or discussed and observing the
behaviour of those participating in the group. Further data will be gained through the
collection of reports and documents relating to the activity of the group. A temporal
study of a HA repairs panel will be undertaken over aoftmperiod during 2011.
Critical to this approach is access to the group, the meetings of aneiclosed taboth

the Residents ant the employeesf the organisation who are actively engaged in the
delivery of services, albeit the minutes of the meetings are widely circulBbed.
Managing Directorof the organisation will be the subject of tkemistructured
interviews. This will assist in iderfying and understanding the vertical flow of
instruction / command within the organisation, and additionally provide an insight int

internal politics and goal alignment. My position within the meetings will bet,owéh
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all participants being aware thaam an independent researcher. It is not envisaged that

there will be issues relating to reactivity of the taking of notes.

In terms of information bias, it is envisaged that the problems or issues raied by
group may be done so for the “benefitloé researcher”; therefore “my role” will be
crucial. Gold (1958) Cited in Bryman and Bell (200dgntifies a continuum between
Involvements a “complete participant”, throughDetachmenand a “complete
observer”. Each position carries with it adéwof risk.

Fig 3.3 Ethnographic observation perspective.

Figure removed for copyright reasons.

Gold identifies the positions as (1) a fully functioning member of the sg@ap,(2) ,

a participant rolebut the members are aware of the researchers status, (3) the researcher
is mainly there as an intervieweand (4) the researcher does not interact with the
people.

Data capture will be by field notes based on contemporaneous observakiere will

be specific themesind key issues that will belentified prior to the work being
undertaken and this will formpart of a framework that will enable me to progress and
tabulate effectively all the data gathered from the various research meiftedeach
session a review will be undertaken with the chairman to enable me to check and reflect

on my notes.

Realist Ethnography — semi structured interviews.

Structured interviews enable a level of standardisation for both asking questions and
recording the responses and as a consequence reduce the levels of interviewer
variability. Within the research project, sestiuctural interviews will be usé as a

means of collecting datdhe interviewer will have a series of questionshia general

format of an interview schedule, and typically they will be &ssctured in nature, to

give the interviewer latitude to ask gplementary questions or to probe responses.
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The interviewees were contacted by email and provided with a rationale for the research
and how it was pertinent to them or their organisation. A aufplgoth the research
proposaland SHU conserfor was forwadedto them.If they responded and agreed to

the interview the themes to be discussed and the questions were sent in advance to
enable the interviewee to prepare and das@dd openness to the proceSgott —

Morgan (1994) suggests that the questions should be designed to make the participant
feel comfortable through the interview process and enable them to both discuss freely
the issues and enable then to disclose their true feeliditionally, the semi
structurel nature of the interview would allowne to probe further the responses to
certain questions to gain a greater insight and understanding of the subject that would

assist with the analysis of the da&®e Appendix. 8.4. Consent form.

The recordingof the interview outputwas by two methods; where possible, by digital
audio recording and through note taking, where | will be noting the main points
presented, and making detailed notes where the issue is particularly teckivitteany
notes taken contemporaneously, maintenance of accuracybwilbf paramount

importance. (See Secti@ Ethical issues)

The interview was constructed around three areas; Structure, Pancddanagement.

The content of the questions considered the interviewee organisation from the
perspective of 4 elements of the performance network (Johnston & C2&®&).The
topicsto be covered within the process related sjpadly to: Organisational Structure,
Legal Contract, MasurementSupply chain management and Businedationships,

The procurementrocess antlanagemenof people and process.

The content and subject matter for the interviews were developed from my a priori
knowledge of the sector and the sdbj(seeSectionl: Philosophical Foundatiohs

Prior to the interview the questions were trailed, for both relevance and
comprehension on the part of the interviewee, by several informal meetings with people
working within the sector who were not goitggbe interviewed as part of the research
process. This also providenterview timings.It is envisaged that as the interviews
progress, new themes for irstigation will emergeand due to the inductive nature of

the projectthat certain strands of éhenquiy will start to take precedenceithin the
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interview process, and that additdmuestios will have to be devisetwd develop and
understand both the breadth and depth of the issue.

Realist Ethnographic - Web chat rooms — Netnography ?

Kozinets (2002) suggested the ternrmétnography to refer to a marketing research
method that investigated computeediated communications in connection with
market related topics. The author illustrated the value of his approach argusmwith.a

most specialsd on line discussion groups that engage in comypoéeliated
communications around a certain topic they are likely to be welbrmed
knowledgeable enthusiasts. Therefore they are well placed to provide ingereatket
related information about trends and meanings in relation to the specific consume
topic”. (p61). Grint and Woolgar (1997) view virtual technologies as “tds have
interpretive flexibility”, suggesting that a social science reseastimrld approach any
technology through an examination of the principles inscribe into it and also how it is
interpreted by users, i.e. The audiences of the text shouldrhadsat the centre of
attention as the context of the tédkemselvesThis will be explored during the sém
structured interview procesline, (2000) adds support to this position. Describing her
approach as virtual ethnography, she describes the wéb asproduct of culture: a
technology that was produced by particular people with contextually situatedagdals
priorities. It is also a technology which is shaped by the ways it is marketed taught and
used (p9). Hine’'s approach was heavily influenceddisgourse analysis specifically
highlighting the discursive moves through which those engaged in the chat room sought
to construe the authority, truth or factual nature of their information. There is hoaeve
dualism. Whilst one cannot escape the virtcahtext of the situation that is it is
virtual i.e. ethnography is usually of or in a plattealso links time and space aé
participants, so that it has boundlessness, which is a major problem to both its
participants and its analysts alike. Sam@#007) suggests.: it has been used as a way

of bringing anthropological methods into marketing and research.... It views online
gatherings of consumers interested in similar products and brands as virtual

communities”.

Netnographers are consistent in identifying that there are several classifications of

online communities, each of which offer the potential to provide different kinds of
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informatior’®. Kozinets (2002) and Sandlin (2007) argue that when researchers have
identified the communities that they Wi$o investigate, they should spend some time
“amongst” the group to get a feel for the norms and characteristics of the group. A
principle consideration being trwrthiness and the demograplabaracteristics of
participants a view supported by Dholakia & Zwick (2004) who suggest that people
engaged in online communities, may present an image that is significantly different
than their real selves , or may even be someone else In terms of data collectois, ther
the opportunity t@ollecttwo types ofata:

e Written communications that occur among persons engaged within the online

setting , and
e The researchers own field notes, where typically these would be a reflection,
and an analysis of what the researcher is observing.

To overcome identity issues, Kozinets (2002) advises that to make the unit of analysis
the speech act or communication act rather than identify the individual.
Several Blog sites and chat rooms were identified.
Inside Housing
“Inside Housing is the leading weekly magazine for the UK’s housing professibnals,
publishes a range of exciting special features and supplements on everything from
housing finance to development and from leadership to education and training. The
magazine has a weekly circulation of 26,343, with a total kiyeeeadership
approaching 100,000. Online forums and blogs allow housing professionals to share
opinions.”
British Institute & Facilities Managers
FM World
Housing & Communities Agency
Supply Management.
Operational Excellence
It was envisaged that by algsing the issues aired on a daily basis, it would be possible
to obtain a view of the issued from the perspective of differing user groups which were

identified from within the supply chain.

“ electronic bulletin boards through to “multi user dungeons”
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Quantitative — Documentation Analysis
The emphasis will be bagen reviewing documents that will not have been produced

by me as a researcher and can be deemed as “out there and waiting to be assembled and
analysed”. In terms of relevance and materiality the documents must be gauged against
a rigorous set of criteriégScott (2004 argues that there@four principle criteria to be
considered. These beinduthenticity, Representativenessleaning and Credibility.
Typically the documents to be used will be deemed public documeantgamisational
documents, as they will be audited financial casds and board reports, Audit
Commission reports an@SA Surve: quality control and audit reports and official
“White papers! Scott’'s (2004 criteria identifies that the materials can leers to be

having both meaning and authenticity, but is the issue of credibility addressed due to
potential bias, Hargreaves (2009), and indeed are the documents representative of an
industry or sector and can generalisation be made about the marke$ sbated on

what is a relatively small sample size. Bryman & Bell (2007) “.... Documents caenot b
regarded as providing objective accounts of a state of affairs. They have to be
interrogated, and examined in the context of other sources of data”. (Ba68derst

al (2000), argues that documented data may be available in sufficient detail isieprov

the main data set from which to answer your research questions and to meet the
objectives of the assignment. However, in utilising this approach it istk@alb multi

source data set utilising different data items from a variety of sources is compiled to

ensure that a sufficient breadth and depth of data is obtained.

Triangulated data analysis & interpretation
As out lined inSection3.2: Gonvergent parél design Step 2 through toStep 4 data

analysis will consist of techniques applied to both the qualitative and quantitative as
well as mixing the tw forms of data concurrentlyStep3) to allow interpretation to

take place $tep 4), This processnvolves looking at the findings and results and then
making an informed assessment as to how the information gathered addresses the mixed
methods question central to the project. Teddlie & Tashakkori (2009) deem this
interpretation or conclusions as “inferenaesd meta— inferences”, with the meta

inferences being drawn from the convergent data.

A strategy for data analysis will emmpass techniques to identiyhetherthe results
are congruent or divergent, and how they converge. To facilitate this thérdeeval

“data transformation”(Creswell & Plano Clark 2011, p228 which will involve
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R presenting the quantitative results and the qualitative findings together in a
discussion document or summary table so that they can be easily compared”. As a
means of commencing exploratory data analysis, cross tabulation formalises the
common practice of looking for relationships in data which documented data amalysis i
not designed to test. Within this practice individual variables and thepaoents and
additiondly the inter dependence between variables caaxaenined. Sparrow (1989)

cites specific values, trends. Proportions and distributions can be linked and explored
and additionally areas of conjunction and interdependence and relationships can be
readily icentified. Data transformation as a strategic option has been addressed by
several authors in mixed methods literature, (Caracelli & Green, 1993, Tetldlle

2003, Sandelowslet al 2009), the principle issue being which data source to “inform”

which.

Within the research project it is envisaged that the process of transforminguitougalit
data into quantitative data will be undertaken by the themes or codes. The sengal i
being: which aspects of the qualitative data to quantify and then how toifguant
Onwuegbuzie & Teddlie (2003) argue that a logical approach is to define dichotomous
variables which would indicate whether a theme is present or not present for each
variable; additionally a counting process could be adopted to identify a nofrtiiaes

that the theme appears in the data but this seek to quantify qualitatiendateay not
provide any additional insight other than a number or frequency of use.

Central to the process of interpretation will be the extent to which the two data teases a
congruent or divergent, and what conclusions can be drawn from the identified position.
As this interpretation process is emergent the level of discrepancy or aocefuem

the data will be indicative of a number of variables, i.e. methodological prolietims i
design of the study, e.g. sampling or theme development issues or limitations in

guantities analysis.

To gain a macro understanding of what is “going on”; large “mind maps / spider
diagrams” will be developed from the outputs of the interviews. Each section of the
semi structured interview would have its own mind map, with the objective bdeng t
identifying of emergent themes from the conversati&tsp 3would see these themes
would be merged with data collected from the Qualitative stredinmvBtep 1& 2 and
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also the data collected vieetnographyfrom the various professional and commercial

“blog sites” that would be monitored as part of the qualitative data collecticess.

The emergent themes from the research project would bleethe subject of the
literature search. Utising Google Scholar, Business Source Preraigdt Emerald as
primary sources in addition to texts provided by industry noted academics. Research
would be undertaken from the subject area (FM) and other “servioédsistries.
Relevant sources/ themes would also be mind mappegghart of the cross tabulation
processand coded.

Step 4 would then be tanterpret the datacollected from the two streams and the
literature searti. The outputs from the literatusearch wuld be used to compare /
contrast and challenge the findings of the research project and be utilised in the
development of conclusions which added to current academic research, proposals to

develop industrypractice andhe identification of future resezr topics.

Potential ethical issues
Ethical issues abound at a variety of stages in research projectslasadirectly to the

integrity of the work.

Due to the research being conducted throughtimaitvValuechain, it isparanount that
confidentially, and where it is requested, anonymity is preserved, as it is likely that
elements of the data will be comrorlly sensitive,and consequentlpresent issues

surrounding conflicts of interest.

Prior to any interviews being undertaken all potenpaiticipants will be written to
asking for formal consent to be involved within the proj&de Appendix 8.4The
correspondence will provide them with a copy of the research proposal, and an outline
of the method to be used to collect the data. In the structured interviews, cofies of t
initial questions to be asked will be enclosed. Additionally, they will be advissd

prior to the data being used for analysis, they will have access to it to ensure that it is
unbiased and a true reflection of the wersation. Finally] will confirm that they will

have a right to replyAffiliation is a potential problem, as is it likely that | will have
commercial relationships with supply chain partners, and also be seen as having a
competitive interest where | mayell be working for a company in direct competition

with the organisations that | have selected for potential interview. To awercthis

83



element of trust it is envisaged treat element of reciprocity around collaboration or
active participation within the research project will be built into the project tren

outset.

The 1988 Data Protection Act, outline succinctly the principles of data protection and
qualitative data obtained during the research project will be managed thighguide

line outlined. All the documents to be analysed will be in the public domain, i.e.
financial statements, and Audit Commission reports.

There are two ethical considerations surrounding online research due to the nature of the
medium i.e., what constitutes informed cartsa cyber spacefnd are online forums a
private or publicsite? Covert orOvert? My current proposal is to advise the magazine

or Group of my presence in their online community by formal registration under my
own name with my occupation declared as eadamic researcher and to explain the
nature of my research. Primarilfo assure them of the intent of the project and the
confidential nature of the data. Feed back and right to reply may pose a problem, and |
am unsure as to how this could be resolAdternatively, if the magazine deems the
“chat room or message board to be a source of public communication media” (&anger
Beckman 2005, pl197) Heggerty (2004) argues that that online data is “...public
announcements, compatible to letters to the editaitsaansuch amenable to academic
analysis without the necessity of ethical review”. (p405), and to use the data @btaine
from the research. Ensuring the anonymity of the “chat room” respondents in any
relevant findings by presenting the data via a codedepsowould be a prerequisite.
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4. Findings and interpretation of findings
As outlined inSection3. Methodology, the desired aim was to interact with indicative

members of the “Buyers” and “Suppliers” within tBecial lousing networkto gain an
insight into the causes and consequences of gbort trading The objective was to
understand the relationships, boundaries and the constraints in which these
organisations operate and trade and additionally to ideitgifgotential impact on the
Value networkwhich has the “Buyer / Supplier” relationship at its centre.

Fig 4.1 FM Value petwork.

Local
Government
Suppliers Buyer Buyer: Special
Materials & Procurement Procurement Purpose
Servicers Consortium Consultant Vehicle
T
¢ ’ /k,,—//’><k + / h 4
Supplier: Buyer: HA Resident or
Contractors »| LA,ALMO, ——> | property
RSL user
Industry Buyers Chartered
Body Lawyers Institute of
BIFM Housing

The interview process consisted gfiestions on six topicsStructure, Procurement
Contract, Measurement, Relationships and Management. Each of the semtisisted

of semi structured questions that had been coded and adapted to reflect the position and
views the target audience. The outcomes from the interviews were trans@rbatn

and the issues identified transferred to “mind maps” which were dedkelap either
“Buyer” or “Supplier” and their associated industry commentators. Theaps'hwould

then assist in identifying the emerging themes from the conversations. These themes
would form part of the triangulation process, jointly with the analystootiments, and
available literature, which would again be “mind mapped” and coded to mirror the
research output. See Appendix 8.8: Mind maps.

The issues consistently identified via the mapping process could be grouped into

specific themes:
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e Process- specfically connected to the procurement of outsourced suppliers, the
contracts,the process within whit suppliers were engaged apdrformance
measurementas a means of quantifying and assessing supplier performance.
These elements are central for the actreent of a level of “operational
competence” within the industry.

Fig 4.20perational CompeteneeProcess content

M=
[ ]
[

e The ativity of mangers within the supply networkelativeto contract delivery

and strategic& operational management, their skills and capabilities, and
additionally opportunistic behaviour. And

Fig. 4.3Management Competence

—>

e Industry structure The organisational structure of the actors within the network,
the impact of “Buyer / Supplier” polarisation dfe network and therading
relationships which are at the heart of relational exchange.

Fig 4.4Value retwork: Structure and relationships

Structure

The outcomes from the research are presented under the headings of the questions.
was identified that dimg the relational exchange proceathoughthe “desired result”

was achievedto a level of performance a volume of work delered,the forecasted
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level of profitability achieved, the KIoE requirements and the delivery of a level of
service to the Redéentswas frequently under achievethis was particularly impactful
when the performance metrics used to measure performance were actually achieved or

exceededbut“value in use” for the Resident&s not created

All parties readily acknowledgetiat @ntracts could be of greater duration and that the
rationale for contract duration has its provenance in dinecture, process and
management of the organisations engagelardelivery of R&M services. Iahortis it

the unintended (or intended) consequenacauafent industry practice

Fig. 4.5 The unintended consequences of dleontism.

Ex ante /ex

post
The unintended

Transaction
costs
consequence Service Quality
&
Of Value

current industry
practice

Industry »
Structure Investment &

Innovation

Short-termism:

The consequences of such practices impact: transaction costs within the Valu&,networ
service quality and value for the Buyers and their Residents, and restrict investie

innovation.
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4.1|:| Structure

Introduction

This section discusses the organisational structitiee “Buyers” “Suppliers” within

the relational exchange and the impact of the Audit Commission regulatory regime and
the wider environment in impacting structural design choices and its effect eaatont
duration.

Sub sections

The impact of the environment and Key lines of Enquiry

Buyers —organisational structure

Buyers structure summary

Suppliers -organisational structure

Suppliers structure summary
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“Strategy is formed at th&op” and the rest of the organisation is a means of
implementation. Such principles of control are known as bureaucrdtmemhanistit
Johnson & Scholes (199940). The nature of the industiyas as its principle design
paraneters: the cordinating mechanisms for the standardisation of work, practice and
the technostructure being the key part of the organisation. The internal fezttines
organisation are its regulated tasks and techneorgtol, which are the feature of the
“machine bureaucracy” (Grey, 2009; Morgan, 1997). The ideal environment for such a
business to thrive is static; however, in reality the business environment since 2008 has
been volatile and dynami®©rganisation strcture is a means to an erdmproved
performance and sustainable performance. It can be argued that an inappropriate choice
of structure can impede the strategic intent of an organisation; adlijtiarchange of
structure will not be a guarantee of success. How relevant is organisational etmctur

R&M services deliveryand does it facilitate shorermism or is it a feature @f?

There were emerging trends from the research data relating to the structure of an
organisabn and the impaabn theValue network Specifically: Polarisation, structural
design & working practices, andalue network alignment. The findings from the
research identified that a “Buyer” or a “Supplier” within this sector carekenédo be
working ina “functional Structure” Johnson & Scholes (1999, p)4lhisis based on

the primary activities thathe organisation carries oWlintzberg (1979) considers six
organisation configurations in terms tfie circumstances or situations to which each is
best suitedthe “modus perandi”,shape of the organisatiore. its co— coordinating

mechanisms and building blocks, and the situational factors e.g. the environment.

The impact of the environment and Key Lines of Enquiry
It has been suggested that the environment shapes the structure of organisations,

(Johnson & Scholes, Mintzberg 1979, Slathkal, 2009). However is there a dichotomy
between the “Buyers” of outsourced FM services and $uppliers” of said services?
Does their organisational structure facilitate a fit to dperating environment® the
serviceencountera threeway fight between supplre client and the end recipient? A
perspective developed by Auty and Long (1998) who aftheeservice encounter is a
compromise between partially conflicting parties”. (p7)

The output of HA service to its residents was defined in teoin$value for money”
as defined by the Tenants Services AuthorifsA) within its 2010 regulatory
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framework and assessely the Audit @mmissiorf® (AC). The AC conducts a
structured audit oHA performance against a set b8 published critea called Key
Lines of Enquiry KLOES). Analysis of the KLoEs of the A (2009)identifies tha HAs
have their performance reviewed and audited owtraegic criteriaSpecifically:

e Vision and strategic approach. How effectively des aHAs and its partners
strategically plan work to balance the housing market and develop sustainable
communities

e Capacity to deliver. Does the HA have the capacity to deliver its housing vision
effectively now and in the fute?This KLoE considers2.1. The right skills and
tools in place to ensure effective delivery of housimgiorities. 2.2
Arrangements to keep priorities on track and to promote a culture of continuous
improvementnd 2.3. The effective management of iésources and finances.

2.4 Commissioning and procurement decisions to maximise value for money

e Improving housing outcomes Is the strategic approach to housing delivering

better housing outcomes.
Their performance against these standards is meaagagust a 4 point scoring system,
with 4 being the highedfAdditionally there are several other KEs which relate to
the provision of R&M servicesSee appendix8.3. It would therefore follow that to
achieve an excellent performance against the KLoEr@jtthe structure of the HA, its
governance, its managerial and operational processes should be designed to achieve the
optimal results. Logically these features should also be extended to its supply chain
where goal alignment and congnce of activitywould be a prequisite for success.
See Sectiod.2: The Procurementf Outsourced servicesdSection4.3 The Contract.
Are the KIOEs an appropriate measure to encourage organisational developmant? Or
method of achieving a subjective standard?

Analysis of R&M services delivered at a macro level to tleei®& housing sector
identifies several trends (TSA, Existing Tenants Survey ?0@8ousing Corporations
Survey of existing Housing Association Tenants, 2tQ6rhe highlevel results

indicated thathe top 2 services, which tenants viewed as being important to them, were:

> The Role ofthe Audit Commission has been redefined following the “bonfiraiafgos”

¢ Level 4—excellent. Well above minimum requiremeritsyel 3—good. Consistently above minimum
requirementsl_evel 2—fair. Only at minimum requirements, an adequate performanckeasidla
failure to achievéevel 2!

4D 19307 successful interviews undertaken by Ipsos Mori

489184 successful interviews were conducted with tesnéom 97 HA based in the UK
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e Home repairs and maintenan®&%of respondents viewed as very important or
important and
e Repairs and maintenance to shared services. (89%) of the respondertigated

as “veryimportant and important”.

The 2006 report cited that‘There was a clear link between the repairs service
provided by the HA and the HA overall satisfaction leveWith tenants who were
satisfied with the repairs service being satisfietth\the overall ervices of the andlord

(91%) and tenants who were dissatisfied with the repairs service reporting that only

( 28%) were satisfied with the overall performance of the landlord.

All respondents were asked to rate their satisfaction with the way in which their
Landlord deals with dato-day R&M. (71%) were satisfied with this aspect of service
delivery. There was an improvement in these figures where tenants had direct
experience bthe R&M service (75%). However, where tenants had reported a repair
but had had no work completed the overall Landlord satisfaction falls to 54%. The
Existing Tenants Survef2008)indicated that 42% of the respondents had had a repair
completed in the previous 12 months. Of these 75% of respondents were very satisfied
or satisfied with their R&M servee A conclusion othe 2006 reporbeing *“...which
suggests that between 200,000 and 250,000 tenants had reported a repair across the
UK social housing estate and that no repair works had been completédére were
geographical variations cited with the South West and North East of England having the
highest conversion rates of repairs request and completed works (85%) to tee lowe
South East and Merssige (71%)But is geographical variatiorelevan®? For example
is 75% in Merseyside a good performancdls is pertinent to my study due to
increasing polarisation the Value network and indicating inconsistency in R&M
service supplyThe key elementslaing to satisfaction with the R&M works were:

e the time it took for the works to commence,

e the slow speed with which the work was completed and

e the repair being completed first time.

Again the main variation in performance related to geographical location.

Drawing on the trends identified in these two surveys and the numbers of properties i
the HA estate, itvould be reasonable to postuldtat there would be approximately
15,000,000 R&M activitieper annum and that potentiaBy000,000 of thesactivities
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would leave the tenants dissatisfied with the service that they have received.tiGiv

importance of R&M to the tenants in the surveysd the clarityprovided by the KLoEs

to the HAs and through theto the supply chain, it could be argudtht the strature

adopted within the Valueaetwork does not facilitate a consistent R&M service delivery.

Is this a feature of the operational structure of the “Buyers” and their supphyactihe

historical working practices of a sector that lacks thid % of innovation and

investment due to shie term trading relationships

Buy ers - organisational structure

The research objectives wete identify the structure of the organisation aitsl

relevance and consequerfoe the clivery of R&M servicesandif it was instrumental

in supportig the strategic choices mader services delivery. The model below is

based on Porters Value Chain (PqrtE383. It is used here as framework for taking

datagained about the busis®to provide insights into the business. It is identifies the

primary activities of the organisationlwld and secondary activities italics.

Fig. 4.6VC of a Buyer identifying a core competence in primary or secondary activity.

Firm Genera ‘ |
Infrastructure | Management | |
Governance L
HRM Recruit, Training Assessment >
Technology < | Operating Housing mgmt
systems system
Procurement Outsourced
| services [
Materials
Statutory Web content | DLO & New build Rents
Reports POS Subcontract Call centre
Cash Media labour interface
Contracts ASB
Primary Inbound Operations | Out bound | Front of
Objectives House
Finance Communicat | Asset Housing Housing
Legal & ion management Developnent. | Management
compliance CSR & Administration
Administration &

Communication.

Scoping, market research, process design , tender design, financial bud
communication, tender adjudication and contract award, linkage management
and exploitation, policy setting, contractor reviews

“90r the requirement
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The second layer by cascading through lower levels of activity analysis addkea fur
segment to reveal where the operabmieve that “value” is created. Ambrosini (1998)
The output from the interviews identified that these are consideredtaenselements

of an effective HA function at “Buyer 2”.With procurement practice be cited as a core
competence

Because of the nature of this industry sector and its evolubitowing the Housing

Act 1980, The HAorganisationsand theirworking practices could be classedbasng

“in common”. The primary difference between the HAterviewedbeing (1)- what is
considered their principle activity®s it Asset management? Progedevelopment?
Alternatively, is it Housing management? (2)ow the organisation via its SBUs is
aligned to meethe demands and needs of thsiegmented “customers e.g. general
needs , special needs , high dependency and (3) by geographical location and coverage,

I.e. regional or national player.

The researcidata identifies a variance within what they deemed to be their core
competencee.g. housing management, property development, procuteoneasset
management. Additionallyf these areas weret their “core incompetencehey were
certanly their areas of weaknes$he contributingcauses to indifferent performance
being identified asboundary management and overlapping authority, goal orientation,

conflicting objectives and evaluation, and task inter dependence.

All four organisations although identified as Housing Associations are by legal
definition “Registered Social Landids”. No “ArmsLength Managemen®rganisations”

or Local Authorities were interviewed and consequenditherthe variance between

the structures of the different type of organisationgdentified. However all were
created via stock transfer from Localithorities and are subject to external goasce

via the Audit Commission

Buyerl
Formed in 1994, it manages 7500 properties and operates across 60 local authorities

throughout England and part of Scotlalidemploys 350 staff and hasntalrevenue of

£35.0m°. It has grown through the amalgamation of smailas and provides services

*02005/6 figures from the Audit Commissiceview.
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to a number of sectors of the social housing commtity specific divisions. There

is autonomy within the organisation with each divisional Business unit beanggad

by Managing Director and an “operating board”, with a shared supply of “group”
operational resources e.g. The Property Services Division (PSD).

Within this organisation | interviewed two of the groups Managing Directors, the
operational head of one of the shared services provided to the group (PSD) and
undertook an ethnographic study over several months of a cross boundary / cross
business unit liaison group See Appendix8.7 Ethnographic studyOperationally this
organisation seltleliversR&M services via airectlabour organisation (DLO) within a

30 miles radius of its heart land and subcontracted R&M services tlinatuide rest of

the UK. This position is a legacy of organisational growth and an emergent strategy.
AB1 “Does it work? {The organis@onal structurg The arswer is yes and we don’t
know! We are comfortable with the set up but we are not 100% sure that we are
effective in our operational delivery albeit our customer satisfaction state very

good. We do not review our strategy frequignwith the last review being in 2002.

Our belief is that the DLO adds value to our tenants through call effective sahed

and in the delivery of its service levels but there is variation in the delivery of our
subcontractors”. Additionally this du& approach to delivery impacts on the supply
chain with an adverse consequence for service deli$esyPB1 comments.

“We have a good relationship with our suppliergor the local works (in the NW), we

look at it, as an extension of our own business. gt providing us with a just time
approach and our vehicles contain the correct levels of impress stack labour and
materials supply is variable across the rest of the UK, albeit we have supplyacbntr
with merchants and contractorsEB1

There was a dgre at director level within “Buyer 1” to self detr R&M services
across the UKThis isdriven by a belief thatservice quality would be improved via

the DLO as a consegnce of cultural fit with the &idents although no financial
planning or modelling had been conducted to develop the vialoilithis position
Additionally, | interviewed the Head of Operations, whose management team directly
managed the DLO and outsourced R&M delivery. He confirmed the emergent nature of
operational structure which had developed in response to the acquisition and transfer of
properties from HAs. In his opiniprthe R&M services were delivered within a

hierarchical structure which was geographically focussed but not gbaraihp

°1 General needs, sheltered housing , assisted living
*2This was the first batch of interviews and enabled developmémttiofcontent and technique
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structured. There was pressure to be more cost effective within the budgetagspro
but no sanction fobudgetover spendspecifically within the DLO and relating to
inefficient working practice Additionally there was an internal challengéatieag to
service delivery aneffective assemanagement in the groupith evidence of poor
delivery in areas where works were subcontract€dis being cited in internal
documents reviewed during the research project.

“Service performance is not consistently managed between either the DLO or the sub
contractors-being totally honest we do not manage sub contractor performanoee
do not have a system to manage their performanB&1. He also highlighted conflicts
between the “housing team” and the FMrte“There are issues with other business
units within the organisation who do not fully understand the issuedor example
when a resident rings up and wants a new front doegou would not send a joiner,
you would send a surveyor to see if it wantedeaw front door. This is ok for a local

issue but in geographically dispersed areas this is adding time and cost”.

The ethnographic study undertaken within this organisation considered the “working
relationships” betweersBUs i.e.the housing managemergain and the FM team
relative to outsourced service delivefyach of theattendedmeetings exposesues
relating to customer complaints, an inability to deliver R&M services, podramar
management and antagonistic working practices between the 8BW$.which had a
cost implicatiorfor the HA and a negative impact on thesiRlent. The data identified a
dissonance in terms of the R&M service delivery and its understanding at rdiffere
levels of the organisatipnwith a clear power struggle takinglape at middle
management level in the different SBUs “Tribal warfare” (Gummessgn
199]).However this was not identified by the external auditors of the A C, who gave
this organisation a positive reportA good service that has promising prospects for
improvement”.

| was unable to identify anyniquecore competences which provided the organisation
with a source of competitive advantage. If their market place was “competitme’sit
unclear as to the basis of their market proposition other thamgeet t& specific niche
market segment irrespective of cost. There was clear evidence ofudratea
dysfunctionalism within operational practice (Grey, 2009 at SBU level Goal
displacement between the various groupings within the structure ensured ribatdake
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a clear focus on the meanand not the end in so much as the means had become the
end itself witha corresponding impact for thee®dent.This was driven by politis and

supported by the organisational structure.

Buyer 2
“Buyer 2" is one ofthe UK’s largest providers ofd8ial housing Working in 232 local

authority areas it nmeages 46,000 propertiels.employs3782 staff and has a turnover
of £304.0m. TheCEO instigated a major reviewf the organisations structurand its
alignment with their strategic intenAn outcome being the appointment of “out of
sector” specialists at director levahd the creation oh new 4 ga business plan,
outlining several strategic changgsincipally the creation of a specialist procurement
team and the outsourcing of sevesatvicesthe delivery of FM services being one.

My interview was with the Director of Procurement. This was his first appointtoen
the Public Sector, having worked previously within Financial Services.

The core differentiator of “Buyer 2” is in a Secondary activi§rocurement’which
challenges Porters view of primary / secondary activities5)L98he core competence

of an organisation is its enablirgllture which could be likened to itsotivation and
applied skills. Tampoe (1998)This is supported by the concept of Value in exchange.
But does it necessarily create value in use forRbesident? The concept oValue in
“Customer— Customer’relationships is explored iBection4.6. The Audit Commission
(2010)commented“Buyer 2 manages procurement well saving over £10.0m over the
past 3 yrs ...saving 2.5% of the Responsive repairs budget. Effective procurement ha
cut costs and increased quality.............. This modern approach improves efficiency
The “commercialisabn” of the organisation hadaffected the structure and
infrastructure of the business. Whilst outwardly the SBUs would be recognised fro
their title, there was evidence that the working practices haddigeificantly affected
and reflected the privasector input into their desiggand management. Horton (2003).

Buyer 3
Createdin 2003 by stock transfeit managesA4500 general needs properties, It has a

“tight” geographical location and provides services to both urban and rural locations.
My interviews were with the Director of Property, and the Assistant Director of
Property. Both had worked extensively in the private sector before joining the

organisation. They consider the asset management of their properties to be a core

*3 And specific SBU control
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competence of the businesslaa major influence over the Development and Housing
Management SBUs within their organisation.

Fig 4.7 A “Buyers” Value chain identifying core competence within a primary activity.
(Ambrossini, 1998)

Figure removed for copyright reasons

RB3“We contract out or FM works, as we do not have the management and skill in
house to deliver. This does expose us to further cost even within an open book
arrangement as the costings and practices are not very transparent. With current
issues in mind?* we are reviewing this against or 30egr business plan to see if there

IS a viable alternative to take the services for R&M and void works in house. A further
consideration is the supply chain and we have held discussions with them re direct
supply in a bid to drive down costs”.

BB3 “Regarding our structure, we are generally in good shape from an asset
management perspective, albeit it if we went down the DLO route, this dveeduire
addition resource and capability. From the perspective of Cave, we havalitigy to
deliver in all three areas, with a director heading up Development and Housing and

we work very closely as a management team for the benefit of our residents”

| explored the business structure and its links with it suppliers within thextafita

Value system, where the organisation exploits intercompany links as a method of
creating valueEmbedded staff from our supply partners into our business units is

an interesting option and one, which would address some of the reservati@isnaé
currently have with the operating structur&,and likewise we wouldike to see close

**The collapse of ROK and Connaught
* Their R&M partner embedded staff 8ept 2011. The interview was conducted in Feb 2011.
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working integration with the supply chain partners specifically materials®. See
also MBE Sectior: Supplierstructure summaryAuty and Long (1998) considered the
impact of significant imbalances in the siaad poweiof “Buyers” and “Supplies” and
the distortions created in the operating structures of organisations.lifikss to
Hakansson’s (1982) Interaction model and the use of procurement clubsresudttants
who “Buy” the services of Tier 1 contractors for thailients. De Burca (1995)
emphasises the impact of this “false” trading environment in the exchang&g&am

4.2: The Procurementf outsourced services

Buyer 4
This firm “... is a unique network oflocally focused member organisations working

together to provide housing, regeneration, community, care and support services”
(Annual Report, 2010). Managing 350pperties 20,000 are in the London Boroughs

it was created through the amalgamation of smaller regionally based HAs. Analysis of
its financial reports identifies th&Every year “Buyer 4” updates its five year business
plan to reflect the changes both internal and external that have or are Jikel take

place that will have an impact on oubusiness. The Business Plan ensures we are
monitoring the delivery of our business objectives and the key strategiectibbgs of

the partnershig.

Ther annual report states that the underlying objective for “Buyés ‘4Getting the
Basics Right".Its key priorities for its 2010 plan.

e Achieving efficiencies across the business through lower operational costs.

o Consolidating our property portfolio — providing better quality more tailored
services for residents and reducing management costs.

e Improving thequality of our homes.

e Improving our business performance.

e Meeting the Decent Homes standard and providing cost efficient properties for
residents to occupy and Buyer 4 to manage.

« Improving customer satisfactiotl

*5 The major supplies have had an e capability for several ydemtify source order and arrange
delivery of parts. The biggest inhibitor to its atlon is operating system capability, skill setaditional
working, and management practice.

" Did they mention that they were a social housing provider?
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The organisation has embarked on a major restructuring programme. Stating in their
annualreport “We need to improve the way we are organised to help deliver better
services for less money. To do this we must change the way we work and how we

provide you with servicés The main changes we are pospg include:

e “Centralising some of our services into one locatienvherever possible,
services will be centralised and delivered from the Midlands because the costs
of staff and offices are significantly lower in the Midlands than in the other
areas where Buyer 4 hgzroperties.e.g. moving theustomer service centre to
the Midlands;

e Saving over £3m per year by reducing duplication and reinvesting the money
we save back into our key services

o Delivering a clear and consistent standard of service acrddayer 4, with

better monitoring of our performance”.

The Head of Procurement, was interim procurement specialist and not from within
the Social lousing sector. The organisations policy is to outsource where possible
utilising two of the UK lager corractors to supply R&M service$SAll our properties

are at the Decent Homes standafdand we believe that our contractors provide a
good service. Our resident’s interest is their home, the quality and promptness of
repairs and their safety. Our preferred position for the delivery of FM services is to
outsource. VAT is a consideration but we believe that contacts can be better rednag
and more effectively delivered by contractors than by a DLO”. “One of our core
competencies is effective procurement of services and products. Asset management is
not one of our strengths”Performance data from their web site identified. Routine
repairs completed on time 95.5% against a target of 98% and percentage of overall
resident sasifaction with repairs being 69%, i.a.level gynificantly below the sectors

already indifferent performance.

There was a recognition thdte organisation needed to develop to their structure to
meet the challenges that they fac8there are other internal conflicts, particularly in
relation to the procurement team and the asset management team. This is a legacy of

the commerciality aspect of what SBUs deliver for the organisation; the ameti

%8 Decent Homes Guidance. Published by the Department for Communitié®eal Government 2006

99



reach of the business also compounds this where there are geographical and political

considerations. Tribal warfare. (Gummesspi998).

Supplier alignment with their geographical position was an issue. Their ITier
contractors had to replace failing Tier 2 and Tiers@contractors‘We do have
examples of poor communication between regions at all levels. Directors following
their own agendas exacerbate issues and contradict our operational protocols,
primarily because they do not consider the economic position of the orgéinisasa
whole. Some of SBU activity negates the “buying” power that we have leveraged
within the supply chain. One of the observable outcomes of their actions is SBU
friction”. This links to du Gays concept of the Shadow organisation. (2000)

See appendix 8.fr additional AC comments.

Buyer structure summary
From a“Buyers perspective the most frequently surfaced themes from the research

suggested theorganisationabktructurewas base@n traditional concepts and working
practices. They were bureaucraciesraprg in silos, which failed to flex the linkages
between the various business units for the advantage of their customers. Additionally
polarisation within the market was highlighted by all interviewees, withsaed®r the

“...big to get bigger and thesmaller RSLs to operate in geographical or specialist
niches” KB2.

There was a challengeom Parliament reported in Inside Housing 10/5/2011, “Labour
MP’s launch attack on housing associationsThe article seems to bsuggestinghat
housing associations were now too large and unaccountable. John Mc Donnell (Hayes
& Harlington). “Housing associations play a key role in providing social housing.
They had specialist roles...no one ever envisaged them becoming the large
corporations that they are now....some of the management is extremely pdamies
Corbin (Islington North) was quoted...He did not see any accountability in the
majority of Housing Associations’Andy Slaughter (Hammersmith) stated that the

larger associations were corporations irl &ut name....... The trouble is that while

they would like to think that they are out there wheeling and dealing in tlsibess

world, they are very poorly run and doing a very poor job for our tenants. It's a
disgrace. These are people whose only jolniprovide affordable housing for people

and they are simply not doing it. That is a scandal which should be exposHaE.
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drivers for their tirade are unclear. Politics with a bR’ “or concern with poor

performancéevels on behalf of their é&identsZakavoters}®

Analysis of TSA Report(2009) identified a need to consider stock rationalisation
further, which was impeded by Local uthorities’ reluctance to initiate “the
conversations” due to conflicting regulatory and investment policldgere are
questions relating td...the apparent failure of HAs and the unacceptability of

providing poor performance for tenants”.

The concept of structural design was cited frequently in the interviews, with &@t N

1 stating that“there was a complete lack of design, but then what do these
organisations deliver?” A suggested that the HAs operational focus was based on two
reports written in the early 1980’s which were commissioned by the Government. The
“Cave report” was a rewe of social housing glation. Its principleobservationg1)

how the provision of social housing operates from a market perspextpausing the
view that the current structure dmbt deliver for Rsidents an@R) setting out the case

for “the vertical un bundling” of theocial housing market. Cave identified that HAs
may not have all rounthousing” skills, and they tended to focus on their core skills at
the expense of their less developed capabilitfhe social housing domain
encompasses a range of different roles aservices.The review sees development,
ownership and management as threegpaeate functions which should not have to be
combined in one organisatidhCave (1985; 5.122) His review considered that there
were benefits to breaking up the roles of HAs andlehgingthe structure of the HAs
suggesting“...the best manager may not be the best developdéere are many
associations with homes that are remote from their core operations which may be
better managed on a locdlasis. There are also estatesnultiple propertyownership
which may benefit from having a single managerAdditionally he saw the absence of
effective markets in housing amiting the potential for Residenés consumers to have
a“choicé. Whilst varying in size due to revenues and numbers of properties managed
due to their provenance, working practices, governance and audit,dofiapitial
observation théBuyers” operational structures appear similaut have been impacted

by design and polarisatiorPénrose, 1959

%9 The geographical positioning of the MP’s is of note. A majopkepof R&M being Buyer 4 with
dissatisfaction with R&M services being higher tllae national average.
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This setion commenced by asking how appropriate the Was structure to the
achievement of the KLoEs to provid#alue for money” and in the context of this
study t can be argued that there is a clear link betw&iue for money” and “Value

in Exchange” (Enqut et al, 2011) Whilst this is a mogpoint, theresearch data
indicated that there was little evidence of “Value in use” creaiedhe “Buyers”
structure asthere was evidence of a failure to manage the internal linkages of the SBUs
to ensure effectiveservice provision. See Sectiord.4. Measurement.The finding
challenge the theory that the environment shapes organisasiometiure and practice

and raise a question as to whettner “gap™

(Parasuramanetal, 1989 exacerbated or
reduced through outaecing service delivery? Given the comments of the theZe is a
“gap” relating to the achievement of the KlLoBtrategic criteriarelating to “the
capacity to deliver’ However the adoption of NPM has not impacted thegie of
R&M service delivery. Ackroyd et al2007) and where *“value” is created via
“secondary activities” in Buyer 2 and Buyer 4 it may actually reduce the “value’in use
for the ResidentOverall Buyer gucture impacts shotermism due to SBU policy and

practice influencing strategichoice.

% Gap 3 difference between service delivery and quality spedifitsaand the actuakrvice delivered.
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Suppliers — organisational structure

The objective of theresearchwas to identify the structure of the ft$plier”
organisations and the impact for R&M serviakdivery. Was the structure of these
organisationsas a consequence of the requirethef its market? In additions it
shapedby the demands of customers and the OJEU procurement process?t Or
created through deliberate design by its executygfg Porters Value Chain (Porter
1985 as a means of structuring the research dataedaim can be argued that the
primary and secondary activities of organisations engaged in the delivery of R&M
services are similar but not identical with differing core competences providing

differentiation within the market place.

Fig 4.8A “Suppliers Value chain identifying common activities within the R&M senéeetor.

Figure removed for copyright reasons

The eternalinfluenceson theorganisations arrom various sources. Trade bodies, e.g.
NICEIC and HVCA, who supply contractors with details relating to Trades pay, job
titles, job descriptions historic&rminologies and contracts of employment, and Trade
unions who focus on workers’ rights, and terms and conditions of employatient
heavily influence the sectprimarily due to the impact of TUPE. Additionallyworking
practices are alsbeavily influened by legislation with organisations like “Gas safe”
being instrumental in setting engineer’'s qualifications and accreditations, wgorki
standards and inspection regimes. Traditionally this heavily influences thedimgpera
structure by reinforcing the warlg practices of an organisation and consequently
increases the cost of delivering trade based services. In terms of structurar¢here

identifiable pressures andonsequentlyex posttransaction costen the “Suppliers”
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created by compliance with a “traditional” services delivery methodology and a

requirement to fulfil the “Buyers” procurement requirements.

Supplier 1
The firm is a wholly owned subsidiary of “family owned” PLC Construction Company

It delivers its services on a “Hub and spokes basis” via four geographical regional
locations and is flexible to itgnarket in the delivery and pricing of its business
proposition. Although delivering services nationdltyough a “functional” structure
(Johnson & Scholesl999)its principle focus is to grow its busirgesia its regional
proposition, managing contraas a portfolio basis. The organisations SBUs have clear
definition of roles and tasks and managed by a centrally based “operating dhed”.
majority of our other functions i.e. finance, IT and its support, the Call Centre/ Help
desk and HR function are all in house and based at the central HO”. In term of FM
operations, we selfleliver and use subcontract labour, to support our geographical
and technical suply issues where we do not have specialist skills, and to minimise
risk in relation to variable workloads and working patterns. Extended management
and differing objective does create some issues particularly in KPI measurément
DS1

Following a strategicaview n 2006 the organisation chamgés strategy froma
traditional M&E contractor to specifically targetSocial HousingPFl, Statutory
compliance services arfeM/ R&M delivery. Arguingthat the additional contractual
rigour of PFI, would reshape theifocus andinfluence processlesign contradicting
traditionally contractedR&M delivery.

“Suppliers 1s” core competencies lie in the management of its day to day service
delivery, whichin conjunction with its operating system supports a horizontdegira
that is customer centricwith its customers gaining web basattess to thelT based
serviceinfra structuré'... for live and transparent MI"DS1

Fig 4.9Supplier 1 Value chaiRrimary Objectivesvith core competencies identified.

Figure removed for copyright reasons
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“The differentiators can come from almost any part of the supplier's valiae,cand
their potential impact is similarly dispersed through thestomer’'s value chain”.
Shepherd (1998).

The “portfolio” management practices of the organisation ensures that manageshent
trades are nototally specific to a designaileHA contract or indeed to the Social
Housing market plac&.he Business suppounit plars PPM and statutory works which

are deployed to trades via PDAs. Responsive repairs are scheduled via the operating
system to ensure that repairs are completed in line with contractual iobiggat
Additionally their subcontract supply chain wdube deemed as trade generalists with
Tier 2 and Tier 3 contractors overtlydelivering up to 25% of works. With the
exception of contract specific trades and supervisory management, all trades are
engaged on Socialosing, PFI FM and commercial FM to et within the

geographical regions of the business.

Their supply chairis not contractually “back to back” with the “Buye¥sand was not
traditionally contract managedt was considered ane as Supply chain management
with management practice underpinning ideas which relate to alignment andtiotegra
of activity, rather tha achieving servicspecific tasks.“Supplier 1”goes to market as a
Tier 1 and Tier 2 suppliesupplying specialist services and “selling” their underutilised
labour geographically to Tier 1 R&M suppliers. Thasset specificity angortfolio
approach to service deliver therefore offers the opportunity to redugestransaction

costs.(Williamson, 1999.SeeBuyer Structure Summary

Although the busings interfaces with vaus HAs it cannot be argued that their
environment shapes tineoperational structure and whist the HAs are reliant on
“Supplier 1” to ensure their complianeéth the KLoEs no evidence was obtained from

the research data that the directors of “Supglieconsicered the compliance of the
KLoEs or the achievement of contractual KPI's in the design of their business structure
and operating processes, where they consider#teir use of technology to be market

leading and providing them and their clients with a clear competitivlrantage... we

®1 Their customers are fully aware of their use of subcontrmetad are advisevho is working on their
contract.
%2 This was common to all “Suppliers”
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actually promote our operational methodologwithin the OJEU processand

commercial tenders as innovationithin the tender evaluation element©S1

Supplier 2
“Supplier 2" is aVC fund backed national contractdt has entered into the Social

Housing market and service provision as opportunities in its irxistinarkets
diminishedi.e. traditionalconstruction contracting, BSF works and AMly interview

was with the Managing Director of the services divisibime organisation is structured

on a “hub and spokes” basis with the admin and governance structures based at the
centre. It differentiates is business propositionitgi@egmentation of the Sociadumsing

market place, i.gurincipally targeting existing trading relationshipstween the “group”

and largeMHAs. The organisation focus is on R&M contracts that can provide revenues

in excess of £5.0m p&® Strategicallythey look to provide a totally integrated business
offering to the market featuring R&M, New build and housing refurbishment.

Fig 4.10Supplier 2 Value chain with core competencies identified.

Figure removed for copyright reasons

Each contract operates independently i.e. it has a “contract manager” and support tea
who are engaged only on a single specific contract but is managed within a regional
structure. “We can create a locally based dedicated team that is managerially self
sufficient is economically viable and is focussed on one clienfier 2 and Tier 3
contractors are utilised to deliver specific works and specialist statwtrks but do

not solely supply to “Supplier 2”. By observation the organisation operates within
vertical contract silos within each region.

Their business model is designed to compete only lartpe Tier 1 suppliers'...our
structure and business model is similar to our larger competitors which enalet®

go head to head on a level playing fieldind tosupply services to larger HAs who we

see as being more informed, and they value what we can bring e.g. investmént in

% The business now produces revenues of circa £80.0m pa

106



training and H&S our approach is recognised valued and understoodrhere is a
challenge which relates to“order qualifiers and “order winners (See Section
4.5Management: people & procgsand investment in capabilities which would be
deemed as a basic requirement for the market. Auty and [(b®98) suggest that
within an organisational context customer expectations are an amalgam of tlse view
expressed of interested parties rather than the conclusions of an individeal ywilein
considered from the perspective of the procurement process within a segment of a
specific market deepens “Group think” and may be expressed within the content of a
“contract notice” within the OJEU procesiSee Section 4.2: The Procurementof
outsourced services) i.e. only businesses with a turnover in excess of £x.0m can tende
for these works-the expectation being that only big organisations can undertake works

for big organisations.

Is the structure of “Supplier 2" a feature afmicreenvironment within e Scial
housing markeplace?In order “to supply to the largeBuyer” — you need to be a
certain size and shapé...this is what they want from grovider!” DS2 Analysis of

the content o€Contract noticesf the larger R&M contracts does not identifr specify

a “structural regirement”. Is this a legacy of d&ds - dominant logic of the
construction industrywhere the “Buyer” buys a product rather than a service? (Letsch

al, 2010) DS2 recognised that to operate this structure in this segnitet wiarket

had a “cost” in terms of management and trade utilisation but was unaware of the value

of the cost in sterling.

Analysis for the financial statements for 2010 for “Supplier 1” and “Supplier 27,
identified that “Supplier 2” had a revenue stretimat was 4x that of Supplier 1.
Analysing the two businesses from a ratio perspedtidécated that Supplier I had a

GM of 16.6%, and NM of 4.77% and a ROCE of 44.59%, in comparikerratios for
“Supplier 2 were GM 8.63%, NM 2.98%, and a ROCE of 5.45%.Cash management
provided a further insight, with Debtor days and Creditor days for “Supplieridg 46

and 20 days respectively, for “Supplier, 26 days and 59 dayé(SeeSection4.3: The
Contract). The vaiables being profitability of thelarge “Buyers” micro-sector,
increased operating costs due to firm structure, and processes that are seedce bas

against product based? Or just management practice?

% f you were a sulsontractor working for these organisations. You would waits3loag to get paid by
Supplier 2 SeeSection4.3The Contract.
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The tragedy of the commons is frequermtited as an example of markilure. Mason

and Phillips (1997) suggest that this externality can be both dynamic and static, with
static being reflected by the “crowding” problem with firms co&mg anda squeeze

on tradingmargin. The headline for Inside Housing 27/10/2012 “Contractor in foght t
keep framework deal” referret the local procurement vehiclSCAPE' inviting
expressions of interest to bid for in excess of £1.0bn of work over the next 4 yrs. With
the article suggesting that the incumbent s@ppli.will face stiff competition to hold

onto this highly prized public sector contract’Does shortermism therefore create a
false market and a dynamic externabty current actions lead to higher costs, e.g. as
costs changé&om one “contract perdi to the next when access to a markeanges?

Is this dash forevenue growthreducing a‘Supplier$ shortterm profitability, within

the context of non cooperatieguilibrium?Mason and Phillips (1997)

Supplier 3

Is a national organisation with group turnover of £1.0bn. It is one of the largest
privately owned companies specialising in construction, development, and support
services. The support services element of the business has a turnovel0q2086)

and has worked in the Social housing sector for 15 yrs

Fig 4.11Supplier 3value chain with core competencies identified.

Figure removed for copyright reasons

This organisation focuses on contsaafth a minimum turnover of £5.0m per annum
and again delivers via a regional network with contractiipgeams, which aréwell
managed by a capable and experienced local ttaMS3.The Centre provides
governance and administrative support. My interview was with the OperationsoRirec
The focus on this “large Buyer” segment is to ensure that thedsssoompetes on a
like for like basis against other large suppliers. As a meéardifferentiation atthe
“Contract notice stageé “Supplier 3 is actively lobbying the market with its “white
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paper”indicating how the market needs to change to improve quality, acknowlgdgi
that the procurement process is inhibiting services bought, and suggesting a move to
Competitive dialogugrom the RestrictedProcedure Chotipanich (2004) suggesting

that “...with precise understanding FM can link to the clients busimggsroviding
services that fit and respond to the actual needs and constraints of a particular
organisation and organisations changes e¥felgt’ (p364). Analysis of the @ntract
notices reviewed identified only 1 notice referring to competitive dialogue. Teaue
stream for the contract period beioiged as£120m®Glaser (2006) proposes that “in
generalvolume is more important to a Seller than a Buyearticularly if the &ller

enjoys economies of scale aswok take off increase. In turn buyers would want a
volume related discount{SeeSection4.3: The Contragt This has consequences for

the Social housing market.

Supplier structure summary
By observation, théSuppliers” although differing in size are providing similar trade

based services to the HAs aRésidentsat the point of delivery. This influences their
structural desigrfwhich is predominately hierarchical and traditional’SRB, but
unlike the HAs whilst all three suppliers are structured on a “hub and spokes “basis
there areelements of differentiation relating to service delivery, which is a feature of
their strategic intent. This affects their organisational structure and is a feathedr o
market focus.

The industry commentator’s views on supplier structure were sangihen asked if
contractors were in the correct shape to meet their clients’ needs the response was:
“They like to think theyare! However, in reality there are very few who actually
deliver what they say that they are going to deliver during the “bidqa®s”. This
could be a feature of OJEU and drafting and the unintended consequence of
challenge to the award if a bidder is not successful, additionally to the imfation

that the public sector provide or do not provide in their tenders is usually fyoor

drafted” SRB.(See Sectiod.2 TheProcurement of outsourced services)

The Views of SPV1 developed this debate andeddd further challenge to the
“Supplier” business model. Commenting on how organisational structures influences

delivery. “Our biggest issues with FM providers is that they have a good basic

%1 large egg in small basket?
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structure, but they cannot deliver a fully integrated service, as there is usually too
much being outsourced, and typically this is been poorly managed from the
perspective of delivery and quality”

This is a view shared by SRB who suggests,

“Currently within the UK there is not one TFM or M&E contractor who provides
services to the whole UK at best they haveéo30 90% geographical coverage
Additionally they are sub contracting up to 40% of their ¥ke to Tier 2 and Ter 3

and on some occasions Tier 4 contractors. Consequently, there is a challenge to
management practice and quality and so the customers are potentially losnyg a
benefits of going for a national Onstop shop. An extended supply chapecifically
relating to material provision can add value if it is engrained within thelidery
model, however generally poor supply practice generally adds ¢onsaddition the
supply of labour only and % tier contractors does not generally add to service
delivery. Additionally they are more difficult to manage in terms of volume and
quality than the contractors own labour - and rarely provide a cost advantage”.

Fig 4.12Supply chain othe Suppliers witim the Value etwork and its links to the

“Buyers”
Buyer: HAs
Suppliers: | | RSL.LA, < ,| Residents or
Tier 1 -Main [* > | ALMO RSL property
< » user
A\ 4
Suppliers Specialist
Tier 2 Suppliers
Tier 2

Y

Suppliers
Tier 3

The views of a specialist procurement consultaMBE additionally challenge the
“Supplier” delivery model,“As a business, we are passionate about integration and
shared facilities between “Buyers” & “Suppliers”, so that people can see how their
role affects their counterpart and the extended group. We believe tiaappliers”
should improve customer engagement, by providing a bespoke service that considers

the “Buyers” housing stock and the “suppliers” capability to gain an understanding
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of the issues. Ufortunately the majority of contractors supplying to this market place
adopt a one size fits all approach and as a result they fail, and the contract faits wit
consequences for them the HA and the resident".

The impact of polarisation in the supply sidgs been a feature of the volatile market
place of 2011/12There were various mergers and acquisitions opfBers” within the
M&E/ FM market and evidence of the larger contractors “winning” a greater R&M
market share. The “trade Blog” from FM world, 08/08/2011, commefitédt since

the publication of its 2010 results Mears had signed a £52.0m deal with a Bedford
based HA for R&M works and voids and had secured an addition £30.0m of R&M
works over a 4 ga period with Leeds City Council and Dover Citgouncil”. In
contrast from the client sigdénside Housing commented negatively on the deals, with
an additional bloggers conant from “To whom it may concern* “perhaps some
caution is required in light of recent events before allowing too much provigo fall

into the hands of a single provider”,

FM world reported the proposed merger of Apollo and Keepmoat in a £1.0bn revenue
merger. “the combined business will benefit from numerous cross selling
opportunities whilst delivering significant financiasynergies”interviewing the CEO

of the businesshe stated“that the bringing together of these two businesses
represents a compelling proposition for shareholders, customers and employees
alike............. in this challenging economic climate we will create a naiocrthampion

in our market with substantial opportunities for growtf3® Inside Housings take on the
subject,” It will be interesting to see how the deal progresses, and what impact it has
on the sector , but one thing is certain we have lasbther contractor and reduced
competition and although different than Connaught and ROK, it must surly aarm

bells ringing”.®’

There was little evidence gained during the interviews of a “service sector “ityeintal
the approach to service deliverywhich could basically be deemed to be “trade” or

“construction” based. It could be argued that the “traditional” approach taceerv

% Both companies are owned by Cavendish Square Partners an SéPMsamijority owned by the
private equity firm Coller Capital

®" By October 2012 the newly formed business had lost its CEO arto hadtructure and secure an
additional £150m of working capital
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delivery of “Buyers 2 & 3” with their contract specific teams operating in versibal

are replicating the design and function of the DLO. The irony cannot be lost on the
larger “Buyers” who want to outsource R&M services, to larger FM “Suglievho

will TUPE their staffreplicate their ineffective business modetiaseek to deliver it for

an ureconomic sumAnd thenrepeat the process evend3eas. Although perennially
failing in terms of Service quality ant/alue in useé for the Residentsthis may
achieve certairtriteria for the KLoEs and provides a level of “value for monagt
create value in the exchange but would be challenged from the perspective of
KLoEs “Capacity to delivet, specifically 2.3 “The effective management of

resources.

The Financial comparison between “Supplierl” and “Supplier 2" considered the
performance from a perspective of certeatios. It does identify how the structure of a
business impacts thex posttransaction costs. This is pertinent when the comments of
“Buyer 2 are considered relating to their rationale to totally outsoutice “standard”

DLO model was costly and iffecient. This is an interesting area and worthy of further
investigation. Additionallyit should be noted that “Suppliers 2 and 3" supR§M
services to “Buyers 2 & 4” hiere the AC has identified service delivery failures which

challenges the “valuie use”of the R&M services

As per the “Buyers” there is a potential challenge to theory. Atkin and Br@ok®)

and Stephens (1994) suggesting that the characteristics of the organisation and the
business sector and the environment may shape the structure and operat®itghzut i
suppliers who are dictating the environmentab least the serviceutput? Porters

(1985 theory of the value chain is challenged due to the level of subcontracted works.
This supports the perspective of the NGO’'s and Government. Theteoded
consequence being th&®&M services are not beintlesigned’to be delivered to

achievethe AC’'sKLoEs or the required level of “Service quality” for tResidents.

Is shorttermism a“Buyer” “defence mechanism” against a contuat outsourced
position imposed due to financial constraint and a lack of capabilitheopart of the
HA? A view espoused by MLIHowever,the mobilisation and operational cokisthe
“Suppliers” cannot be absorbed by the revenues within the time,sxditionally as
expressed ifiC leaning up the messinside housing 09/09/11 Gary Moreton identifies
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“that the majority of the Tier 1 contractors argeneratingcashbut trading with profit

margins of less than 29%.
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4.2 . Process: The Procurement of outsourced
services

This section considers the role of the EU procurement process. The critical question:
how does the procurement process, its design and management influendershort
trading and identifies the consequences for businesses and stakeholders within the

relational exchange and wider Value network.

Sub sections

Familiarity with EU policy and process

Current procurement process activity

Processwithin EU public procurement directive 2004/18/EU
Buyers familiarity with the Egrocurement process
Contract notice design

Suppliers familiarity with the EU procurement process

The perceived inefficiency and costs of the EU policy
Organisational incentivepressure and attitudes

The intelligent clientsupplier selection and availdty

Section summary
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Within the Social housing sector, the operational structure, practicd trading
relationships are heavily influenced by how the market operatestral to this is the
procurement proces&U procurement regime in the 2004 Diiees had three core
objectives:

“To promote competition for contracts

Deliver best value for money by generating the least possible transactiortocost
achieve the bégossible procurement outcomes, and

Aid the fight against corruption.”

EU Evaluation Report 2011 (EU1)
The research project sought to identify emergent themes from the data obtained via

interview and document analysis and then to compare and contrasitihéstablished
literature on the topic. Given the volume of literature on thisestibgand the EU
legislation which relates to the outsourcing of public sector contracts &ptaat
frameworkwas adopted which woulde used to post the themes from tegearch data
and the literature. My conceptual framework draws on previous framevixrks

Walker & Brammer (2009) and Geldermetnal (2006).

Fig 4.13A Conceptual framework of effective public procurement.

Figure removed for copyright reasons

Conceptual model adapted from (Gelderratial 2006)

My framework was developed within the context of the EU tendering directivitegor

supply of outsourced services to the public sector, the way in which the aspects of
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public procurement policytranslate into operationalpractice andparticularly its
influence on shortermism in the award of contracts.

“The starting point is that sustainable public procurement arises primarily besa of
pressures on the organisation to undertake it. In the context of public procurement
the key pressures stem from the character of the policy environment including a sense
of how these to the objective of public procurement such as obtaining vébne
money— defined as “the optimum combination of whole life cost and quality (fitness
for purpose) to methe users requirementsWalker and Brammer (2009, p 129).

Familiarity within the relational exchange  with EU Policy and
process
The process for procuring outsourced public sector supply contracts is sethmuEild

public procurement directive 2004/E€ and subsequent directives. Analysis of EU
Evaluation report Impact and effectiveness of EU public procurement legislation
(2011), (EU1) identifies several high level tremadvhich may be indicativef UK
outsourced services procuremdmitt nd represerdtive of the Social tusing market

sector.

Current procurement process activity
Patterns of use fgrocedures and techniques are determined by the public procurement

directive.
There are 4 procedures.
e Open procedure
e Restricted procedure
e Negotiated procedure , and

e Competitive Dialogue.

The Open and Restrictive procedures are most frequently used and account for the
highest share in th&E value” of contracts awardecEU1 identified that during the

period 20062010, 73%of the contracts were “Open9% “Restricted” and 3% were
“Competitive dialogue”. Of these Open tende88% were for values belo®l.30m

The average award value for service contraetsg €2.40m.

Competition and reduction iax antetransaction costs are tlk@y objectives of the
2004 EU directive. EU1 ideifies that on aveagean OJEU Contract Notice receives
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7.8 bids forthe “Open” proceduféand 5.5 bids for théRestricted procedurefor
propertyservices within the UK. This figure would seem “light” ags interview data
obtained and my a priori experience. “Buyer 2” Shared Business Services rej@st for
2010/11 advised that it had taken the strategic decision to outsource R&M delivery fully
across the group. It reported thtite contract notice was pblished on 18 January

2011 and within 7 days of the notice being published 90 statements of interest had
been received”.Mason and Phillips (1997identified the economic effects of the
tragedy of the commons and the impact of static externalitiesccayserowding” on

ex anteransaction costs

For 3 months in 2011, | monitored the TED Welf€itaily to understand the content
and the structure of the tenders foe supply of services to the Socialusing market
place. This identified

e The date of the tender

e The tender number

e Type of works i.e. Repairs and Maintenance

e Approximate value

e Contract period and available extension

e The availability of a variant bid to the tender

e Form of contract

e Pricing methodology — e.g. schedule of rates

e |If consultantsvere heading up the bid

e Evaluation methodology how the contract award would be made

e Any specific award conditions e.g. framework, or “size of contractor based on

Revenue or experience caveats.

The whole life valuef the tenders published was £1/21, he average contract period

and falue was 41 months and £15.0m respectively.12% of the tenders were being led
by consultants or buying consortia. 18% of the Contract Notices would allow variant
bids. 95% of the tenders were via thRestricted procedure and there was one
“Competitive dialogue tender notic&. Additionally, 25% of the awarded contracts

were to be on a framework basiBULl identified that during 2068010 there an

%8 Construction/ service sector
% Tenders Electronic Daily ted.europa.eu
0 This being fo £27.0m and 120mths contract duration
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increase in the use of centralised purchasing bodies and framework conticadtsoff
contracts”.

“ ...the expansion and professionalism of centralised purchasing bodies and more
flexible arrangements, which allow specific contracts to be concluded withie

need to re advertise and re apply selection and award criteria Hadeto more
contracting authorities to make use of these techniquép95).

Furtheranalysis identifies that the UK is the largest user of framework contveitits

over 40% of the OJEU noticgmsted being by UK authoritie$he NAO confirmed

that 93% ofall bodies surveyed in 2009 had used a framework agreement during
2008/09.Is the UK market place contradicting the EU statistics or beitigading

feature and reflectgnthe nuances of the UK Social housing market?

Process within the EU public procurement directive 2004/18/EC
The “Restricted process consists of th@ontract Noticebeing posted on the TED

website In response, contractors express an interest and remrFst qualification
Questionnaire (PQQ) from the “Buyers”. This is submitted to tHBuyer” for
assessment, and if successful, the “Buyer” forwardstation to tender(ITT). This
forms an element of thevaluationprocess. Subject to positive assessment of the ITT
there is arinterview and the taking of trade referenceghich forms the final element

of supplier evaluation and is followed by t@entract awardto the successful bidder.
“The critical element is a thorough understanding of what you seeking to buy and
how this relates to the EU procurement directiveSRB. “This will influence the
budget for the services/ works, the design of the contract tender notice, the questions
within the PQQ and ITT, the tender weightings (price and quality) includirftgir
interpretation and the Interview process and a thorough understandinghefrisk”.

Of the contract notices monitored, the predominant evaluation crigt?) was the
“Most economic and advantageous tendefMEAT”, with a scoring weighting in a
ratio of 70:30Price: Quality, up to 100% evaluation on bid price for certeamtracts.
MBE suggeststhe weightings are reflecting the economic squeeze. Quality is of
paramountimportance but it is the secondary consideratiomypically the “Quality”
element of the evaluation process may consider but not be limited to: cajeatitycal
merit, capability, work force skills, technical assistance, customer care, suditginabi

"L A framework contract differs from an ordinary contracthiattit does not commit the authority or
authorities to actually buy anything
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and environmental characteristic3he maximumpossiblescore for any onef the
Quality criteria could be 5%, up tanaverallmaximumweightingof 30%.“Price” - on

which the principle weighting of the award decision is made, considers the lowest p
tendered.The capability to design, operationalise and manage service delivery is not
generally an evaluation criterion. All “Buyer” respondents referretqjt@lity” in the

context of delivering the works. (S8ection4.5 Management: People & procgss

Buyers familiarity with the EU procurement Process
“Buyers 2 & 4” had a specific procurement departineithin their structurewhich

could be demed as strategic contingencigXeffer & Salancik, 1977) as they shaped
the structure of their organisatioand were competences in terms of the competitive
and strategic advantage that they created for their organisation (Bouwman, 1984).
“Buyers 1 & 3” undertook procurement work-mouse, but had access to and utilised
procurement clubs and buying consortia, éNgrthern Housing Consortium, who

specialisén the supply of services to HAS.

From the interviews, the principle issueglentified for the “Buyers” relatedto process
capability. the content and desigof the Contract Notice?QQ/ITT, evaluation process
andthe conteximanagementiExternal commissioning is beset by barriers. The cost
of procurement is stated as a substantial concern. Mongyconsidered “wasted”.
Technical barriers are cited as relating to staff, due diligence and cost, batehs

acknowledgement of the inevitability of consultancy fee§3SA Document 2009.

Contract notice design
For service contractsheé average duratioof a procurement procedure from the

dispatch of an OJEU notice to an award in the period-2000 was 161 working days
(32 working weeks}® In addition to the duration of procedure, “person days” are

considered to understand the amount of time investedebiBuyer” and the “winningy
nl 4

Supplier™. Within UK service tenders, this relates to 23 days for the” Buyer” and 17

days for the “Supplier”> Which clearly makes the link for effectively drafting the

Contract noticesuccinctly to avoid unnecessary costly requests for PQQ’s and would

2To generate their revenue stream they charge both the BugeBsippliers for their services.
31t was noted that during 2009 /2010 this may have had an imp#ut @sonomic situation of the
country

" They do not consider the time for the unsuccessful bidders ordfasgional advisors who have
assisted in the procurement pees.

> These figures are based on 7.8 bids per contract notice.
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indicate that there a number of PQQ’s and ITT sitting on a desk somewhere at any one
time! None of the “Buyers” interviewed measured the time speiiR&M procurement
activity or allocatd a specific budget to cover the activity to be undertaken. AB1,
suggesting that this was provided for within t@goss Margin of the operation”.

PBD "®suggests that therocurement process shotild achieve a combination of price

and quality. With price being the more significant of the two. The aim is to get a
contractor to deliver the service for a price that the authority is prepared to pay
under a contract that they are prepared to enter into. Basically it's to get somemne t

deliver a good job fom reasonable price”.

The design of th€ontract notice is the first step of the relational exchange. It should
set the tone of the relationships and the expectations of the HA for serviceydelive
The contract notice consists five sections
1. Section 1 Contracting Authority. Advising who has raised the notice.
2. Section2: Object of the contract. Stipulating the works and their location, value
and details relating to lots/ bundles and the issues relating to variant bids.
3. Section 3 Legal, economic, financial and technical information. Which outlines
the conditions relating to the contract and the conditions relating to partiaipati
i.e. trade basis, economic and financial capacity and technical capacity
4. Section 4 Procedure. Which outlines the type of procedure the number or
operators who will be invited to tender, the award criteria and any administrative
information
5. Complementary information. Stipulating any additional information and the

appeals process.

“Buyers 2, 3 & 4” demonstrated a good understanding of the mechanics of the
Directive/processand adopted a very bureaucratic approach in terms of its application.
Polarisation in the supply chain is impacting the procurement process and telates
Section 3 within the Contract Notice. Smaller HAs haweaditionally considered
“suppler sourcing”on a Regional/ National basis and h&eéquently purchased
“Regionaly” to support the local economyhe Larger HAs driven by procurement
savings and economies of schtaught servicerom larger contractorsma “National”
basis.Section3 stipulates Contractor size in terms of revenue / turn oasran item of

selection critda. The issue is twold: it reduces the access to the market for SMEs

" A specialist procurement lawyer

120



and increases procurement costs which are exacerbatedneig@ased competition.
Brook (2001); Mason and Phillipg1997) (SeeSection4: The perceived inefficiency

and costs of EU poligyEU1 identifies that in contract number terms SME’s won 31%

of contracts. The size of contracts is a major barrier to SME patrticipation within the
process as they do nbave access to the resources, haveneither the capacity nor
capabilty to bid for contracts and or ahle to fulfil the delivery requirements. lthe

UK the share of SME contract wins is the lowest in theaBd falling. Pottinger (1998)
suggetsthat suppliers were adopting a more commercial stance regarding their decision
to bid, considering if the bid is an appropriate investment or a speculation af time
“Clarity of the client’s specification, selectionriteria and tender evaluation procedures
are therefore very important in helping firms assess their own prospects of success at an

early age, and so avoid bidding for contracts that they are not able to winlar(fudfb)

Analysis of the Contract nots, PQQs and ITTs identifies that there is an element of
commoditisation within the content. This is also reflected in the use of standard
contracts. (Seé&ection4.3: The Contragt PBD commeted “...generalisation can
cause a problem downstream due tdvarse selection. You can identify the source of
origin of the documents because some consultants just cut and pasigoes back to

the central question are they responding to individual need or seeking to comfty wi

a process? You may have specificteria — localism. There needs to be certain core
elements but there must be flexibility around the criteria to make sure that you are

procuring what you really want”.

Within the tende notices Ireviewed 18% would allowvariant bic to the specification
outlined in the Contract notice. Given the degree of difficulty in assessing the bid
against the notice, none of thBuyers interviewed would request variabids. | was
therefore unable to ascertdire selection criteria and weighting utilised in this scenario
SRB commented... that it is difficult to provide a variant bid when the contract
documentation has been drafted from specifying an “input” rather than ‘autput”.
Generally HAs have an idea how services will be deliveredt this is looking
backwards and the industry needs to be more innovative in developing and delivering
FM solutions”.
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Other procurement trends identified within Ekélated to the increase in financial size

of the contracts and the use of subdivision into financial or geographical lots. This
increases botkx postandex antetransaction costs because of the increased volume of
sulmission documents, and increasesitract management resourcesich would be
required to manage the fragmented service égliv

Transactioncost thinking (Williamson, 1979/1985) is context free and is applicable to
both “Suppliers” and “Buyet and transaction uncertainties can be adapted to support
outsourcing risk and cost analysis. Within HABe outsourcing of serviceis an
unwanted relationship (Se®ection 4.6 Relationships The Intelligent Clierjt with
R&M being seen as 4...loss of control of the asset and a negative cultural issue
which guides the traditional views held regarding contracting® at NGO1. Drving

this is the potential for “Soplier” opportunismyherein the future, the transaction cost
curverises as“Suppliers” perceive an opportunity to increase priessthe “Buyer” has

no other option to buy or pdoice the service. This is exacerbabgdthe possibility of

the loss of practical control drcontact to service production. Consequently “Buyers”

becomevictims of information asymmetry amdoral hazard or imperfect commitment.

Suppliers familiarity with the EU procure ment p rocess.
The “Buyers” processfamiliarity should be compared and contrasted with that of the

“Suppliers”. All the “Suppliers” interviewed confirmed that they Haath a business
development function and a bid team. MLD confirming that the Tier 1 contractors
within the market placevere“sophisticated bidders’(See Section 4.2: The Intelligent
Client - Supplier selection and availabilitylhe “Suppliers”interviewed confirmed that
they had a “decision to bid” processhich was adjudicated prior tocurring tender

submission costs

My challenge related ttheir knowledge of their client’s requirementiseir knowledge

of services delivery, anttheir contract managemengquirements:Did their bid team,

know what services they were operationally supplyi@y?was it a simple‘pricing
exercisé and the submission of standardised responses to questions to comply with the

requrements of the Gntract mtice?’’

""This caused a problem in 2009 with the OFT imposing heavy fines tactms found guilty of price
fixing
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“Suppliers 2 & 3" did not make the link between service delivery and theéresnents
of the HAs KLoEswhich are fundamental to the Residents and'Bugers” actingon
their behalf. (See Sectio.5 Management People & procegs This supportsthe
positionof measurement fixation and its unintenadetsequencesspoused by Keasey
et al, (2000).

The perceived inefficiency and the costs of EU policy
The second factor of the conceptual model emphasised the financial aspect of public

sector procurement.

Duplication of procurement activity was a feature of the interview data from fBiye
and “Buyer 3”.Both advisedhat they would seek tenders and bids fft@uappliers”
utilising the OJEU process and from “buyiegnsortid wherethey were members.
“Buyer 1" suggesting that the use of approved buying consassets with the AC
inspection process..as it is easier to prove that you are obtaining value for money,
however in reality we can get the value and quality that we seek from our existing
supply chain”. EB1. They did acknowledge¢he duplication of activity and the
associated increased cost imnts of time but deemed it as part of the procurement
process.

“The challenge to the use of procurement consortia beinigat they are buying in
“bulk” and they are not familiar with the asset stock and its issueBBD. “Suppliers

1 and 2", highlighted seeral impact of “buying consortia From a “Suppliers”
perspective the model will work successfully, providing that all the “Buyerghe
consortium acceptstandardisedways of working either through operating systems or
service regimes. However in practice this is rarely the case and adddasis are
incurred by both partiesCost are further increased, when having been prequalified by a
“buying consortig, they frequently haa to undertake a “mirbid” thusbidding twice

for the same contract drusually trading away margin in the process. The issue of
power within the trading relationship was also highlighted. Smalé&s are
“apprehensive” abouthe concept of a trading relationship with a national based
supplier. SeeSection4.6: Relationships). ® buying consortia create a false mapket
The unintended consequences being mal distribution (Brook) 20@fla fixation with
price beating (Ostron1999)

The EU Directive is criticised for not being in line with best procurement peacti

relating to the selection of contractors within private purchasing pradites and
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Furlong, 1995).Several factors were identified. Firstithe typical length of the EU
proess in comparisoto privatesedor service procurementhe average lengtbf the
procurement processoin the invitation to supplierto the receipt of tenders is3
weeks with contract award some-@l weeks lateradditionally the average of tenders
submited is 23 tendergEUL, pl29). Secondly, the dichotomy being all Tier 1
contractors, and DLO’s subcontract works to some extent. Their procuremeggi®c
not “back to back” with the EU Directive, and there is little scope for “cononadr this
element of supply by the “Buyerd” “There is a realisation of this and thensarter
HAs seeking procurement advice as to how to legislate for Supplier practices within

the procurement process?BD.

A feature of UKR&M procuremenipracticeis the use of frameworks. Heex ante
transaction costsare incurred by the “Supplier’with no guarantee of revenues.
Additionally, frameworks cay further operational costs,.g the use of subcontract
labourto deliver the outsoued services. No contractor does havel&signprocesses

to have labour deliberately underutilisethere isa cost to including the asset data
within the contractor’'s ograting system, anithe depth of knowledge about the asset to
be maintained is not continudysupdated. It therefore follows that the quality of
services delivered is as ad hoc asftegquencyof works. Usually where services are
sub contractedhere is “margin” on “marng” in the pricing of the works, further
increasing costs or reducing profitability.

MLD “there is always a problem when you are pricing from a larger framewoile
Buyer isnot going to select a contractor who has bid in a process, and who know you
and has forensically examined their stock and their business. Where it is a HA that
has insufficient expertise, they can complete an OJEU contract notice, anét dig a
PQQ, butthe issue is that procurement is becoming more legal, and we are seeing
that clients and contractors are having more difficulties satisfying the requiretnan

the directive- specifically the remedies directives. Even for a smaller HA who may be
doing only 2 or 3 procurements each year are now looking at legal costs of £60k per

year”.

EUL identified that 20% of the advertised contracts were potentallgred within

existing contract awardsoncludingthat 2500 public tendering exercises during 2008

8 None of the Contract notices reviewed as part of the resparcass made reference to any form of
conditional selection on the part of subcontracted works
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were unnecessary. Additionally the frameworks covered similar services but with
widely differing prices. The NAO report concluded thatpublic bodies coordinated
procurement more effectively it would significantly reduce their tendering spst
additionally three quarters of the suppliers interviewed confirmed that their tender
costs would be reduced and that they thought that they would be able to pass the
savings made onto public bodiegNational Audit Office, 2010)

EUL considers the cost gfrocurementmeasured irf'persori days. As a result the
average cost of a successful award can be estimated2&009 for “Cpert
procedures? and €2,000 for “Restricted proceduresdue to this being more resource
intensive. This is based @an average of 7/8 submitted tenders. Kulrretlal (2006)
suggests that cost associated by underutilised administrative teams is forecasted within
Transaction cost theory, and concerns the inflexibility of public sector organsais

many do not adjust the numbers ahmoyees, maintaining their cost base and
consequently decreasing the utilisation rate of resou®es.comments re “Buying

consortia”.

Consideringorocurement costas a proportion of contract value, EU1 identified tiat
the lowest threshold for theU directive (€25, 000) the total cost of procurement can
amount to between 18% and 29% of the contract value. At €390,000 the costs reach
between 6% & 8 %. Delivering a tender in line with the directive can potentially
constitute a significant amount thfe contract value or large element of the “Suppliers”
gross margin. An unintended consequence ofdinective will be higher levelsof
competition for service contracts arcreasd bid costs for the industry sect@ason

and Phillips,1997)Additionaly this is compounded by larger value tenders being more
complex Transaction costs for “Buyers and Suppliers” will increasdivering poor
profitability for the “Supplier” and increased operating costs for the “Buyedyaed

tax revenues and potentialncreased pricessd'Suppliers’seek to redress the situation
and recover unsuccessful tender co&@®nstruction Enquirer, Nov 201®yithin EU1

the effect ofthe duratiorof contract period a means of reducing transaction costs is not
examined. Dixorand Pottinger (2006commenting on cfical success factors within
contractingfor the built environment suggeasiat establishing an appropriate length and

form of contract are critical success factors at an operational fievehe intended

" Based on the Buyer: Supplier timéncluding the failed bids but excluding professional advisists
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benefits © be realisedand to ensure that the contract design contains conditions that

will not become out of date or inflexible.

The conclusions of EU1 sugggest.The directive increases compliance costs for both
contracting authorities and suppliers. Thikevel of cost is the largely unavoidable
price to be paid for sustain competition in markets for public
CONtractS........cccceeeeeennn. The suppliers’ costs will overall and over time be recouped
from successful bids and built into tenders to the public pliases”.£154)

Both the Interviewees of NGO 1 and NGO 2 challenged the procurement capability of
HAs arguing that they do not possdks skills“in housé to successfully scope the
process and frequently bought in advice which they did not have thebdépato
manage. Dreyfus and Dreyfus (198¢%ee Section 4.2.4 The Intelligent Client—
Supplier selection and availabilty Inside Housing 11/02/2011, suggested that
complying with EU procurement rules costs HAs approximately £30.m anffudlhe

repot did not identify the costs as beimmirely ex antetransaction cost but did not
make the link between the frequency of “tender” and the reduction in costs. The TSA
(2009)"“identified that there are significant transaction costsespecially at the outset

l.e. ecification of services andervicelevels, the tendering exercisend process,

costing complexities and the VAT

Organisational Incentives — pressure and attitudes
This element emphasised the degree vitnich the Social housing sectoand

organsational culture is supportive of the procurememctices,andin particular the

link to internal SBU relationshipand external trading relaionships with theValue
network

Kulmala et al, (2006) argues that cost pressures within the operating environment
should be guiding decision makers to seek new ways of procuring public services to
ensure that outsourcing decisions are made which avoid the selection “tdvilest

price supplier instead of the‘lowest cost suppliér using transaction cost thinking to
challenge the "stego" mentality of shorterm oriented procurement decisions. MLD
suggests... people ignore that when you are procuring over longer periedgou are
spreading the procurement cost. If you want innovation and economies of scale vy
have to look at longer term contracts, but at the same time the Buyer can lose a

degree of control and you need to include elements of certainty in your trading

8 There was no note as to how this figure had been calculated.
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relationships if you are gimg to contract for larger periods of time!( SeeSection4.3
The Contracts)

The economic pressure to reduce cessince 2008has exaggerategrocurement
behaviours and practices. Athe “Suppliers” identified commoditisation within the
procurement praess,acknowledginghat there was a need to be consistent within their
responses to tender documentafimnease of evaluatiormhis did limit the requirement
and the capacity for innovation, consequently further “mechanising” servicergelive
Examples tted were schedules of rates (SOR) within pricing metrics, which in
operation have the potential to increase transaction costs via processigratuling,

and stipulating the supply chain for materials suppliers and material mamectu

Analysis of the Sourcing & Supplier Performance report for “Buyer 27, 2010/11
identified that the Shared Bimess Service teams’ objectiveas an operating cost
reduction. The Business unit has a stretch target to achieve a saving againsbbudget
£3.625m and it was seeking to “sweat” its supply chain via the use of “volume” that it
has at its disposal. (EmiliarR01Q. “Buyer 4” confirmed the use of incentive schemes
to reward individuals who successfully procured services under budget (Chapman,
2005). Additionally “Suppliers & 2" highlighted managemerdontrols wihin their
procurement practice at tender adjudication stabgeh would have identified sub
economicbids andbids which were not within supply criteffa This challenged the
“decision to bid process dlided to inSection4.2:The perceived inefficiency and the
cost of EU policy Rhetoric or reality?

All “ Buyer: Suppliet interviewees highlighted theressure that was focussed on
procuringservices for the lowest price, (Olive&2006) theyexpressed aapinion that it
was a traditional viewwhich may be unsustainable. A view echoed within EU1
“...there may also be situations when aspects of procurement regulation and peacti
give rise to unintended consequences for the wider econemgotably market
shrinkage and closure’and supported by Hanlon (2003) and John (2003)

8. The Buyer having negotiated a supply volume relsatkjcing the profitability potential for the
Suppliers further.
82This keing driven by minimum contract value or geographical locati
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The intelligent client - Supplier selection and availability
All the “Buyers” interviewed advised that they had beenyp&stadverse selection in

the procurement of R&M services. Kulmadtaal, (2006) questions the sunk costs errors
in poor decision making and how organisations account for or reflect costs within thei
organisations. SRB suggesting that such costs are not routinely measured.tBairing
research project there were two highofile supplier failure8® and he OFT case
relating to “Cover pricing” in tenders to the Public secldre impact was felt across
the sector as it exposed the procurement practice and contract maeagewh

outsourced FM services and the Social housewjor to the “outside world”.

Inside Housing blog “Cleaning up the mess” Aug P@skel if “Buyers and Suppliers”

had learned their lesson fromapplying and accepting “suicide bids”. The article cited
that contractors were continuing to Bldw” with possibly unsustainable pricing, and
that they had not changed th&nid” approach. Citing Paul Dooléy.. they are still
bidding very very low. We are seeing in some instances contractors bidding 20%
lower across the board than we wantedThere was no amment with regard to
procurement practice from a “Buyers” perspective other than they were continually
seeking“... to be paying more attention to quality and service delivery in the
evaluation process”This does contradict the findings of my researdhtirgg to the
contract notices issued by the HXs.

The “Intelligent Client” was raised several times during the interviews bynthestry
commentators (See Sectidré Supply Chain Management and Busirieskationships).
To test some of the initial findgs from the researchposted a number of questiohs
statements oRM blog site&® to test the reaction tmy researchpecifically, how does
an “intelligent client impact the procurement procesd”got little reaction from the
“FM market. The questins were re writtem asimplified mannerand put out again.
The response waagain disappointing and primarily a wish list of the skills and
competencies that an organisation should have.

The industry commentators interviewed had a diffepemspective Thisrelated not to

the possession of competencies or knowletge its understanding and ys8 with

8 Connaught and ROK

8 Truth getting in the way of a good story?
%] . FM, BIFM

8 Epistemology?
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SRB providing an example of an “intelligent client” in actibn, and if they act as an
intelligent client they should have data storetat enables then to know that the
“costs will be the costs™ there should be very little ambiguity or very little risk in
“unknowns — so if the cost is fairly certain then they should be looking for increases
in quality from their supply chain, which when linked to innovation will se&k drive

cost down over a period of time”.

The design of th€ontract noticePQQand ITT are primarily driven by commercial
considerations, as are the responses fitee “Suppliers”. It is about ‘e, in which

the sevices supplied are further commoditised by the use of e#lf®®Ror a “price

per property” model. “Supplier 1" confirming that they had undertaken a thorough
analysis of their operating costs and materials procurement to understand skeir ba
position aginst the “National Housing Federation .¥6schedules. Additionallythey

had delivered residential PFI contracésd had data that related to actual price per
property maintenance for an 8 yr period. These had been equated back to their own IRR
and opeating margin requirementsThe Department of Communities and Local
Government published a “Report on model inputs assumptions and outputs for the use
in developing business pldns February 2011. Pertinent to this research project were
the details relatg to maintenance and major repairs allowances suggesting that
“nationally the average “revised major repairs allowance across all argipes was
approximately £825 pepropertywhich comprises £734 for ongoing maintenance and
replacements”.None of the“Buyers” interviewes referred to thisdocument in the
context of setting budget pricing for service delivery or the evaluation process. If th
tender price submitted on a “price per property” basis was “equal to or less tb@n” th

of CLG, this should have highlighted a potential sub optimal bid.

The pricirg methodology selected for the Contract notice provides debdtetbrthe
criticality of process dsign for “Buyers” and “Suppliers”, and the intended
consequences of theactions Poor pricing, will result in, increased Social housing
sector tansaction costs araidscreating arenvironment for opportunision the part of

the “Supplier’(Tan and Ray, 2009).Contracts which utilise SORs could see suppliers
“job build” to increase theewvenue stream. Conversely “pgiper property” encourages
“non-working” and repair rather than replace to ferthreduce supplier expendituiighe

potential impact of shotterm contracts also encourages the use of cheaper materials in
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a “Price per propeyt ®’ scenario. This further reductre “value in use” of the asset for
the “Buyer” and Resident. (Enquist al 2011). The onlypotential remedyis an
increased inspection regimth the associated eyostcosts (Idridasson and Wang,
2008).

The capability of suppliers to design, deliver and manage services deliverytésteot
within the procurement process and was not specified within the Contrad a@En
evaluationcriterion in any of the notices that | review&tlithin the evaluation process

it is mathematically possible to calate the tipping point where a ti§plier” with the
maximum score on “Quality” i.e. 30% and being the within x% of lowest “Price”
submitted fails to be awarded the contras the"Supplier’ who sibmits the lowest
price and has 6% quality sc8feandachieves the award criteria with a higher overall

score.

The “Buyers” do not have the depth of understanding rel&irsgrvice supplwhich is
further exacerbated by the use of compugerieperating systems and CAFM. This is
now seen as an “order qualifier” within the marl&ene & Walker (2000) suggest that
the key area for successful procurement relates to how supplier productivity and
effectiveness can continually be improviedyield genuine value for th&Buyer”. -

Value inuse? Owalue inexchange?

Within tender evaluation undertaken by tiByers” procurement team it igossible

that theywould not know if the contract could be delivered for the price submitted.
However,they had obtained the keenest price in an open market situation. (Bevan and
Hood, 2006) MBE argues that HAs undertake insufficient scoping of the procurement
exercise and its alignment with their core business to enable them to undessténs!

the “cost of the services they need to buyhe A Cs three strategic criteria,
specifically “Capacity to delivef, 2.4 commissioningand procurement decisions to
maximise value for moneyis challenged by current content design and management
practice. Thehigh level failures within the sector identified the financial impact of the

procurement process. Aftahe initial appointment of a “Supplier” there was no

8" The price per property models works well within the PFI séepprimarily due to the length of the
contact-the supplier duplicates cost by supplyinferior services or materigia re work and is subject
to performance penalty for unavailability due to equipment failure

8 1% for each of the quality criteria
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financial review of the contractor’s ability to successfully ¢rdor the contract period.
The “Buyers” primary defence was tHe..The Contract.Ilt’'s T&C’s and the length of
exposure to the supplier’'EB1. Additionally when the contract was extended in line
with its contractual conditions none of thBuyers interviewed undertook a financial
review of the “Suppliers” financial ability to continue to trade or“€ost: Benefit

analysis relating to the meof an extension against a peecuremenexercise.

Pottinger (1998) argues that the concept of the informed client is central toessut
tender processwith skills relevant to the process being acquired by managers within the
FM Supply chain, suggestirigat*“...contract management, procurement skills, formal
and informal relationship management skills and Communication skills are highly
important to achieve an understanding of the clients objectives and to develop an

appreciation of the issues(p97)

In spite of the increasing levels of mergers and acquisitions withiwdahes retwork,

there was little evidence of innovation or debatauadthe procurement of outsourced
R&M services, primarily due to the risks relating to the award challenge and or
collusion within the EU directive. “Supplier 3” had launched a white paper on the
requirements for transformational change in R&M. Basedsystems thinking for
service delivery and Competitive dialogue for the procurement methodalogy
believed that this would challenge current traditional thinking MiB8 advising that it

had had a favourable response in the market flateueried is alignment tothe
strategic criteria within th&KLoEs the impact of TUPE of their systems thinking
approachto service deliveryand what would be their principle challenges with the
“Buyers” within the competitive dialogue procedure? The response veasfomork in
progress”Acknowledging that it is a brave development and it could be a challenge for
“unintelligent Buyers” who are not willing entrarits the market. Pottinger (1998ee

Section5.2 Summary.

8 Buyers 2, 3, 4 had a trading relationship with supplier 3. They tiaseen the white paper or
discussed the context ofifpliers market views @ontract review meetings or relationship development
meetings
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Section summary
From the findings of my research the following conclusions can be drawn.

The duration of the contractual term and its consequences are recognised but not
considered within the procurement proc@3te primary objective for the “Buyer” is to
create “Value in the exchang€e™aluein us€ is not a prerequisite for a successful

procurement exercider the “Buyers”.

The current use of the procurement directive for outsourced R&M services identifie
that due to the traditional contracting practices this market place is nudith UK

or EU norms of practice suggesting the requirement for bespoke processes.

The procurement préices and the design of procesghin the framework create mal
distribution. Thempactsof static externalitigswhich arecaused bycrowding”, create

ex anteransaction costs.

The design othe process and theontent of elements of the process by the “Buyers”
identify a lack of understanding of the procemsd the services that they are seeking to
procure.The relative financial aspects of the “Supplier” during the contract duratobn a
the impact of casHlow is not considered within the procesbhis addsex ante
transaction costs and potentially leads to adverse selection.

The capability of théBuyers” to effectively procure outsourced serviégegjuestioned

by Government bodiesThe process is supportdny consultants and consorti@his
commoditises the process further, potentially creating a false markentaoducing
price beating, creating the opportunity for retaliatory opportunistic behaviour onrthe pa

of the “Supplier”.
There is aonsensus within the Value network that sherta trading adds costs and

that contract term is driven by traditional industry practice and the adheoeGde t

logic.
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4.3 . Process: The C ontract

This section considers the role of the EU procurement process. The critical question:
how does the procurement process, its design and management influendershort
trading and identifies the consequences for businesses and stakeholders within the

relationalexchange and wider Value network?

Sub sections

The Buyers intent of the contract

The characteristics of the exchange

Standard forms of contract

Contract duration

The Buyers views on contract duration

The Suppliers views on contract duration
Thecentralposition on contract duration

The services- Standardised or Bespoke?

Define and measuring performance within the contract
The Suppliers perspective

The Buyers perspective

The characteristics of the relationship: Power & dispute resolution
The power dimension

Section summary

133



My objective forthis element of the research project was to gain an understanding of
the impact of theontractto reinforceor challenge shostermism in the 8cial housing
market. The research identifiegseveral emerging themeshich were consistently cited
by all the interviewees. These were:

e The intent of the contract

e The content of the contract

e The management of service deliverghe review process and

measurement of performance
e The relationship between the parties, and

e Theavoidance of risk via the form of contract and contract term.

The critical element ofmy research focussed on the design criteria for the governance
and control of the contractual relationship and compared and contrasted the findings

with current academithinking relating to contracted services supply.

Roxenhall (1999) proposes that the importance of contractual relationshippesity s
agreements, serve as a communication tool and reduce risk. As legal documents,
contracts explicitly specify the rightand obligations and rights of parties to a business
relationship, and therefore constitute a foundation for the control and measurément o
business performance. Within the context of this governanceadtam of contract
demonstrates an organisatiammmitment to fulfil its strategic intent and additionally
serves as a means of providing structure and management to an organisations day to day
operation. Austin (1996) argues that the stipulation of contractual governance lacks the
ability to provide the motivation and exercise the control irequwithin some types of
inter-organisational interaction and the addition of performance measures to
complement contractual requirements in directing and achieving actiagenérit.

Enquistet al (2011) suggst“... that a contract is supposed to setpheaneters or the
management of performance, whilst the measurement system assesses whether or not
performance is heading in the right direction” (p218) concluding that both perfoema
measurement and contractual governance are central in the role of managing a business
relationship.

The relationship between contractual governaramed measuremenhas been
commented on from the perspective of the “neoclassical” preoccupation withofunits
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output and operand rasrces (Vargoand Lusch, 2004, 2008a).itMn the traditionally
espoused view of conventional “production” which is driven by “gesmiwinant logic”
(G-D Logic) and in the context of this study, a “construction” perspective of
performance measurement and contractual governgeetion 4.6Supply Chain
Management and Business Relationslijgsusses the traditional concept of “Value in
exchange” and the evolution towards tlarrent literatures focus on “value in use”,
delivered by the outcomes achievethtiveto the supply of FM services. The legacy of
linear, one directional and clearly boundedinking from construction based
environment is being challenged by the needs of the maaket replaced wit
interactive fluidly bounded mukidimensional tiking, which focuses on people, their
skills, processes and the environmebhtischet al (2010) challenged this perspective
and considered “Srvice dominant logic” (¥ logic) in the context of analysing
contractual governance and performance measuresigim the governance of service

delivery to public service businesses in a value network.

Dean& Kiu (2002). Considered Value networki which the public sector and private
sector are contracting out services and various activities whilst aiming to coosel th
activities due to themretaining responsibility to their ultimate customers via
contractual meangnquistet al (2011) soughto establish dink between contractual
governance and performance measuremetitin a value network for public service
organisations They arguethat SD logic was “essentially customer orientated and
relational utilising operant resources (knowledge and skill) for the benefit of and in

conjunction with another entity as part of an exchange process”. (p220).

It wasacknowledged byBuyers” 1 & 3that in reality their organisations were reluctant
outsourcers, heever in contrast the larger lAembraed outsourcing. Their motives
varied but cost efficiency, productivity, capability, efficiency growth, cash management
and market ratios were cited. So would the sector governance requiremesimsldre
Additionally, do they achieve the same servicetcomes with standard forms of
contract?
The criteria to be considered within the governance design process were idesitified a

e The intent— Will the contract reflect what we want to achieve “the spirit

versusthe letter”

e The characterises of the exchargmsitioning & relationships
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e The services
e The definition of and management of performance, and

e Power in the exchange relationship.

The Buyers intent of the contract
“A contract has to work on so many leveldut the mat critical one is that the people

who operate it on a day to day basis have to be able to understand it. When you
outsource services you will either have a good relationship with your contracto

you will not—it does not matter what type of contragbu have. People are now going
back to a clearer, basic form of contract where each gatobligations are clear and
unambiguous and providing that both parties get on well and coping with their
contractual obligations- it will remain good.A contract isthere to regulate a legal
relationship- something else is there to govern how you may oper&tD.

The “Buyers” advised that they used various examples of the “starfidiansg of

contract %°

availablefor their outsourced R&M contractsRrimarily, their choice was
due totheir familiarity and knowledge of the contract terminolpgather than a fit with
R&M delivery, performancenanagement and governance of the relationship. With all
expressing a view that the standard formscohtract were“probably geared to
construction rather than service and | do not think that the T&C’s have any attua
bearing on the delivery of servicesit’s purely a document that people refer to when
things go wrong”.DS1

Additionally the lack of a contractual link betweere thResidents Supplief was
confirmed.“Basically it's a contractual arrangement between twirganisations for
the benefit of a third’RB3. Albeit it there was no link to the achievement of the KL.0Es
either from a performance / compliance perspective or in the evetitenf non
achievementa trigger for contract determination. The “Buglecommented on the lack
of variation to the T&C'’s to reflect specific requirements of the asset or to thdispeci

requirements of the Residents.

There is a clear link to the standard forms of contract utilised and the concef of G

Logic (Enquistet al, 2011) with its emphasis on operand resources and physical output

% JCT, NEC, T, MTC ect.
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which is driven by the OJEU procurement msg and the view that “value in exchange”
is the primary requirement for an effective procurement in the “HA world”.
From the “Buyers” interviews, the follomy framework was established.

Fig 4.14 Rationale for contract content

Strategic
Choice
v v v
Expectations Governance Transactional
of service Processes
v ' v
Value Quality Risk

Based on D logic, there is clearly a “gap” between the current contracts in use and the
requirements of the Socialohsing market.See Sectiond.2 The Procurement of

outsourcedexvices.

The characteristics of the exchange
The central consideration for this exchange is that ‘fbugsourced. Strategically a

fundamental element of the businesemions has being seen as +oone to the
delivery of their business proposition. Based on transaction cost tisdwy a firm has
already integrated its operational functions, the decision to outsource elemésts o
proposition to the market should be made to either create or protect a firm’s value.
In general, formal written contragiss in the case of the standardiisiof contract have
three main functions;

1. To provide evidence of the nature of the agreement and its enforcement

(Blomgvistet al 2005)
2. To bind the parties together, and
3. To specify the content of the transaction.

Additionally they should maintain relationships over a passage of time and in that
context they should be dynamic and not transadtifida Toniet al, 2007) reflecting

the changing requirements of the asset and the relationship.

137



McNeil (1978)identified thregypes of contract:
1. Classical
2. Neoclassical, and

3. Relational

1 and 2 can be categorised as being “transactional” due to their tcantenypical
length,i.e. being short in duration and focussing on deliverables. They are concerned
with the securing of resourcetypically with a focus on capacity and measurement
(Ramirez and Wallin, 2000) and are termed as “Static contratt$&rms of their
content as typically they cannot be changed during their t@Enmquistet al 2011)
Relational contracts although usually specific in duratioave exchange variables
contained within the documetitat are not restricted to measuraljeantities and are
considered “dynamic contracts®dditionally, there is a continuum between “complete”
and “incomplete contracts”. Where one specifies all conceivable scenarios and the other
recognises that not all factors are foreseeable at the timegotiating and signing the
contract.

Fig 4.15 The Contract Continuum.

Complete

Static Dynamid

v
Incomplete

It is apparent that contraatsustsitin a spectruntontainingvarious levels of flexibility

in terms of variables, text, content and outcome.ettal, (2006) develops the context
of incomplete contracting and relational contracting from a perspective shttam
cost economics (TCEhere Williamson (1979) suggts that an appropriate choice of
governance structure is dependent on the investment characteristics (esseitgp
frequency and uncertainty of the exchange. All these factors affeek thete and ex
posttransaction costs due gathering information, drafting contract notices, evatmati

of tendersthe costs incurred in the monitoriagpd measurement of performanead
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for the enforcement of the contract. Thenguwe that incomplete contracting is an
extension of TCEasserting that “the contracts are unavoidably incomplete because the
contracting parties are subject to bounded rationality and are given to opportunism”. A
further challenge to the concept of complete contracts is due to the increasing
complexity of contractual environments aihé realisation that the complete contract is
“hindered by the significant transaction costs required for defingxg ante
contingenciestheir ex postenegotiations and for enforcing or adjudicating the contract

by an outsider” (p332).

McNeil (1974) arges that a relational contract would incur less transaction costs than a
classis or neoclassic transactional contract. Rao (2003) suggestx tateandex post

costs are inter relational with lowesx ante (T1 ) potentially leading to highex post
costs (T2).

Fig 4.16 Inter relational transaction cost curve

Figure removed for copyright reasons

There is a link to the level @x antecost and the relationship between complete and
incomplete contracts. Specificallggo minimal ex anteresources produce contracts
which do not reflect the desired service outcomes and as a consequence require
substantially morex postransaction costof monitoring and measuring the supplier’s
performance? If greatezx antecosts are incurred is there an argument that more
effective contracts can be produced which could redmceosttransaction costs?
However regardless of the cost incurred antethere will always be arex post
requirement for performance measurement. In reality most contracts will hdereds

incomplete due to opportunism and bounded rationality via human intervention. Within
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the context of this study it was identified that the majority of contracts beilrspd
within the exchange were of the “standard formiicreasingly all interviewees
confirmed that they required amendment. Timsreased costs anchallenged the
concept and perceived benefit of standard contracthdalelivery of R&Mservices to
the Social housing sector.

Standard forms of contract
Lai et al (2006) reporthat “using standard contrtaforms with well establishedwell

understood and widely accepted clauses would help economise @x dhéecostsfor
drafting contracts, contractegotiations and can facilitatenely settlement oex post
disputes leading to benefits which will far outweigh the resources input for the
formulation of the standard contract forms” (p323). In contrast the industry
commentators provide a different perspective.

MBE “They work to a point. they have strengths and weaknesses but as an off the
shelf contract none of them will work without modification, as every ctiesmould
want something different-a service which is matched to need, a specific requirement
of their asset. l.e. gas, electricity, ground works R&Mall require work and the big

bit is around TUPE which can never be off the shelf because it is about people and
their circumstance, and 95% of all these deatswolve TUPE- it is peculiar to the
market................ We think that there is a variable amount of legal work to adopt the
standard for of contract to deliver a format that we would be happy for the tlten
proceed with”.

Do they reflect the needs the client in terms of output?

MBE “No — they require additional design to the cost models, services specification
and the performance management criteria, specifically to address issues that telate
servicedelivery. For example the contract says tHaDA'’s are going to be used and if
they are not being used what we can do about it. The contracts must reflect the service
culture that need to have to progress. They must be more dynamic and enable a
different relationship between buyer and supplier that closer to supply chain
management rather than contract managemenit must be about outcomes”.

Possibly the major failingf standardorms of contract was exposed with the failuffe o

Connaught. As a result of the contract draftthg contrats wereunable to be novated.
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Consequently forcing HAs to 4erocure services,htis incurring additional and

unbudgete@x antecosts®*

Contract Duration
Central to the research project was the question relating tetshmism and the issues

for the drivers ofterm selection. Aliterature searchi” did not identify any current
research on issues relating to the length of FM contracts and its impact on wwansacti
costs within the Value network. Interview questions relating to the contract term
identified a dichamy in the views expressed.h& “Industry commentators”
considering the guestigmosed from both an “intelligent client$ perspective, and their
own perspectig as “consultants and advisote’the Social housing markét

MBE. “The client really needs to think what their objectives are, what a contract is
and what they are contracting for. You have different contractors supplyingrities

of services” one is good, one is not. If yooontract is for 3 yars you would have to
re-procure both when in reality you would not wish to so it's not about the length of
the contract it's about design, with break clauses for nperformance at the
relationship level and at the delivery level. Without longer terms you walt get the
investmentfrom contractors regarding IT, which is now a fundamental driver in this
industry. Like it or not IT and excellent operating systems are a “value add must have
requirement”.

SRB. “It should be longer term. But it relates to procurement and contract
managenent. Do they have the knowledge, do they have the capability to manage
contracts of this length. | they have not they will always opt for a shorter contract and

recognise that there will be potentially less risk but this is a premium to pay.”

The lawyer’s views on the subject again considered contragthlevithin the context of

the “intelligent client”, linking the strategic aspect of the business rather than the
delivery of FMservices.

PBD. “It does relate to client capability, particularly in dramati political and
economic times. Some longer term contracts are struggling, specifically when

contractors are struggling to source capital to support trading. Additionallgrénis a

°L A request for infrmation under the freedom of Information Act 2000 relating tdehder costs
incurred by Norwich CC for the failure of Connaught was dedlimethe basis “that the cost of locating
and retrieving the information exceeded the stayutost limit” - £450 !

2 Emerald, BusinessdBrcePremier. Google Golar

% And fee earners from transaction costs. Inside housing 18/1/2@t#ified that KPMG had generated
£6.4m of fees from the Connaught insolvency.
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requirement for longer term contracts when there is a TUPE which involves
hundreds of peopleyou need time to change working practices and time to influence
culture and behaviours”.MLD “Government policy is not going to change, but
funding is. How much visibility have you got to pay for your funding for thisntiact,
becauseeverybody is looking at recent policy changes and the impact that they have,
but they will influence the contract term. Contracts are generally just toorshwe
would not disagree with that but a consideration has to be given to contractor
viability”.

The impact of contract duratiand cash flow was not recognised or “agdd” by the
“Buyer; Supplier”interviewees, and was not considered as part of the procurement
process selection criteriéSee Sectiort.2: The Procuremenbf outsourced exvices.

The critical element$or the “Suppliers” being mobilisation and the absorption of the
costs related to ,itand additionally the invoice settlement terms and its impact on
debtor days ratios. Wheth#re payment mechanism for the glelied works is either
based on awelfth of the annualised revenues or on the actual costs astadowmithin

a schedule of rates,ith contractual payment typically being 60 days from receipt of
invoice,the additional costs of mobilising the contract and the service dsdipaces a
significant strain on cash flowThis is exacerbated either ,bincreased levels or
shortfalls of works against the tendered budget or peculiar to this market thiace
number of contracts that commence from tfleApril, bothachieving a clssic over

trading situation.

The “Buyers” views on contract duration
The “Buyers” views were consistent with the exception of “Buyer&jarding the

length of contract duration.

RB3 and BB3 it is to do with risk aversion, trust and cost. With the puldiector you

get mildly abused when you cover your back but flayed when you make an expensive
mistake additionally we like to play the market. 8as is about the shortest time that
you can get the best out of a contractor and it is the longest time thatwere
prepared to take as a risk on a contractor that we have not been terribly happy-with
and we did not want to go through the cost ofpeocuring the works. However what

has come out of our due diligence is that it takes 2 to 2.5 years to get aquogihere

the labour was manageable yet alone proficient so if you apply that to a three year

period it is virtually a wipe out”.
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AB1 and EBL1.l have no idea as to how we decide the length of a contract but we
naturally pick periods between 3 and 5 ytsecause we have always done this and
because it give us security and options. It's a bit like interest ratesfix gives your
certainty but you would not want to fix for too long as that then becomes restrictive
We would extend if we’re happy with a contractor “.

KB2 “We want to do away with shotiermism. We are working with our own
solicitors to develop a partnering contract and will have a basic 5 yr contract piiéa
determined extension periods within the contracts which reward innovation and
excelent performance in service delivery. Longer term contracts will ensure that
contractors include innovation and we will want to see yr on yr improvement with a
focus on margin rather than price. We recognise that there is a price to do the job and
that contractors want to make a margin but we want them to invest in delivering
services to us and that commitment cannot be given in the shortteHhere the real

focus is on the relationship and there is a clear link to contracting and the procurement
processls the longer term position taken because the “Buyer “is adopting a strategic
position relating to their procurement decisioraking, rather thanconsidering the
exchange purelyas operational? Heibuch (1996) argues that process is the key to
success inchieving effective service contracting resuressing irthe summary and
conclusions “thaaking of a long- term perspective to outsourcing decisions and that
managers have the requisite knowledge to conduct and manage a contract process which

determines the service relationship to the organisations object{pd$)

The Suppliers views on contract duration
In contrast the “Suppliers” were consistantheir responsesyith all considering that

longer term contracts were to their financial benefitich would enable them to invest

in the deaDS1"“we need longer term contracts to achieve our own IRR and to build
our order pipeline, however in reality due to potential termination clauses a 6@tm
contract could be deemed as a rolling 90day conttac

DB2 “From a supplier perspective obviously the longer the better and ideally 10
yeas | think that the structure of the contract needs to focus on the relationship.
From a client perspective they would like to see a collaborative and strategic
approach to service delivery approach with a focus within the contract on quality and
innovation and measures that consider and drive a concept of continuous

improvement”.
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The central position
Within the EU evaluation report 201EU1) the impact of the form of contract and the

contract term has not been considered in relation to the impact that it has onitnansact
costs with the supplgf services In practice is this seen as irrelevant by Government?
The Government via the Department of Communities and Local Government and two
NGO “Central government and local government have an obsession with short
termism which is driven by CSR and in particular the review periods which do not
always stray across phaments”. R

A-NGO2 “the logical choice for R&M term length should be business plan terms.
This may vary between-B5 yeas dependent of the properties their state of repair and
their period from construction. You would of course have to legislate foithse i.e.
general needs or sheltered and reflect on the tenants who are living in the properties
The procurement process may need a differémtus for longer termprojects asthe
contractual relationship may be more important than the short term adege of

price”.

The services — Standardised or Bespoke?
Examination of an OJEU contract notice issued under Directive 2004/18 EC &entifi

within Section 2. “Object of the contract”,
e The Description of the contract or purchases
e The quantity or scope oféicontract

e The Duration of the contract

Within Section 3it considers'Legal, economic financial and technical information”
where the principle consideration relates to “conditions for participation’eipithcess
relating to

e Personal,

e Economic and finatial capacity, and

e technical capacity

Two contract noticegeviewed within the research process were for identicat HA
services as defined by Section 2 of @entract noticeand outlined as “specialist and
standard R&M works”, but with differing UK geographical locations and differing end
users i.eshelterechousing and general needs. Both advised the evaluation criteria and
applicableweightings. The larger of the two contractsfiy value was further split by

geogaphical lots where th€ontract noticeenvisaged that there would be a minimum
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of 5 and a maximum of 10 operators who would be invited to t&haled additionally
“Variant Bids” were allowed. The form of contract was not outljnadt it is probable

that the same form of contraetould be consistently applied. Thposes questions
regarding the regulation of the diiag relationshipthe delivery of the serviceshe
managementfgerformance and critically from the “Buyergérspective the link to the
achevement of the KLoEs. The contracts were standardigeeteagshe R&M services
would not be. Noor and Pitt (2004), highlighted the issues relating to outsourcing of
services emphasising that there is”... no standard FM contract or modehathae
offered when creating awutsourced contract”. They further argtmat all contracts

should be structured according to the requirementslam@dnds of their clients.

The Social busing markeplace is based within a Valuetwork andhe difficulties of
divergence betweenBuyers and “Supplier” only increase with the introduction of
additional parties to the equation (Cardellino and Finch, 2006). The need for regulation
of relationshipsnot only between “Buyer” and “Supplier” seen as critical to multi
contractual relationships. All the “Suppliers” confirmed that they subcontractekisyw
based either on a geographical location or the requirement to supply specialissservice
SRB suggested that even the major suppliers of services may only deliver 85% of the
contracted services. The majority of the&&T2er and & Tier suppliers are not on back

to back contracts with the “Buyers: Suppliers” potentially exposing both pacties
financial and regulatory risk which may not have been envisaged by the “Buyers” when
the decision to outsource or the selection of contractor was taken.

Define and measuring performance within the contract
Enquist et al (2011) argue that both contractual governance and performance

measurement are critical in managing outsourced business relationships suglgasting t
the two strands are mutually interdependent (p218).

Fig 4.17Management / Measurement “strands” in contractual governance

Figure removed for copyright reasons

% Before tender due to these being on a restricasistthere would be a submission of a PQQ by an
operator that would be evaluated and then placed within a shaifttiést who would then be eligible to
actually tender for the works.
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From a contractual perspective Franceschtnal (2007) suggest that a measurement
system is used as a means of understandingstirdating the level of achievement of
targets. However within the context of this studgme of the aspects of the implied
performance expectations within a contract can be difficult to captucpidytitative
performance measurement or be irrelevantrrational in relation to the design and
intent of the contraciwhere measures of performance are seen as instruments of static
hierarchicalcontrol. Within the context of mutual interdependendyakansonet al
(2009) proposdhat the role of contracts drnperformance measurement systems in
value networks is best understoodaagariation to the distinctiobhetween relationship

and hierarchical governance. Specifically within a value network there is acreeuir

for a more complex form of governance / coordination than a hierarchical or! i.e.
Tier, 2nd Tier or ¥ Tier contractors, and equipment / ewals or services suppliers.
This is compounded by the procurement process and the use of delivery frameworks.
See Sectiod.2 TheProcuremenodf outsourcedexvices

Analysis of several forms of standard contracts identified standardised terms and
condtions and key performance indicators. MBEhe T&C’s are now so standardised

by firms of consultants , they are like finger prints you can read them and identify

who has amended the contract as even the amendments are now becoming

standardised !”

The Suppliers perspective
“Supplier 1” and “Supplier 2" cited the issues relating to the relevance of the tkiP

the effective monitoring or driving service performance and additionally the vasime
the number of KPI's which ensured that they were anything but'kehe KPI's wee

set to an unreasonable level where the clients do not realise that they are gaddin
cost”.DS1 Primarily linked to response times tattend site” and or “rectify the
problem”, they suggesthat it should be about balancing egfaions against delivery.
Both interviewees expressed an opinion that the measures adopted should be flexible
and should change to reflect the maturity of the contractual relationship aadstte
Additionally, to ensure that there would be a stretcldétfivery, and a focus on the
changing importance of prioritieswhich the current contracts in use do not allow for
without considerablee negotiation and consequent additioctzt.

“Clients see performance measures in tablets of stone and will not changerer
should be a re focus in the delivery of performance. Regarding continuous

improvement we shoulgut some indicators into the contract that driveamagement

146



attention for exanpletravel time reduction and more effectiv&ervice planning which

would be a win for all parties to the agreemeriiB2

The industry commentators concurr&RB arguing that the current structure and use of
contract KPI's are“past their sell by date”suggesting that the KPI or contract
performance measurement should'§&i@ulated within the contract notice so that it is

a level playing field for everyone to price up to. Additionally the structure of the
measures should have an impact on the servicgksaand their design and so as the
contract matures they should be changed to reflect the desired outcomes. They must
be refreshed. If they are not there is no point in collecting therithe design and
structure of the contract should refléiaeé changingature of the relationship and asset
either by innovation imesign or change order. A position supported within the context

of S-D logic (Luschet al, 2010; Enquiset al, 2011)Contract step downs and the use of
Tier 2/ Tier 3 subcontractors highlightéaat the “Suppliers did not routinely measure

or use proactive measures of assessing the performance of subcontract delivery. This
potentially creates delivery risks for both the “Supplier” and the “Buyer” and is a
problem with hierarchical governance stures. Hakensort al (2009). Amaratunga

and Baldry (2002) suggest that measures should be appropriate. However are the
metrics used within FM appropriate for outsourced services delivered withadug V
network? A position challenged by Brignall and Ballantine (1994) who suggest that

performance measurement has ignored the development service industries.

The Buyer s perspective
There was consensus in the need for the contract to have a formal link to service

performanceand agreement that current practitd not achieve what was desired
required KB2. “When you ask customers what they want they all say decent
repairs service. Fundamentally this is the only time that the majority of our resisle
come into contact with us. How can we put performanmneasures into service design
and service delivery? Currently everyone is focussing on delivery wherdyréal
requires better designOur customer satisfaction ratingvary — at the call stage
received stage we get a 95% positive response which drops down to 50% attbe ser
delivery stage, which indicates that collectively we have féiled

There is a requirement for contractual governance within inbeganisational service
businesses to have a wider perception of performance measuyremmengt the measures

adopted within the governance framework are considdrech a stakbolder
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perspective. Accordinglyflexible to evolving needs of the client and the business
environment and have the capability to develop working practices within a concept of

continuous improvement.

The characteristic of the relationship: Power & dispute
resolution

As discussed previouslyheform of contracts driven by GD logic (Luschet al, 2010)
and a focus of the hierarchical governance of constructeedoantracting rather than
the S-D logic and the Muenetwork that is involved with R&Mervice delivery.

In his report “Constructing the team” Latham (199d4ygested that the client should be
at the core of the construction process, witkoperation andgam work identified as
the key drivers to improve client satisfaction. The debate was progias&ahn (1998)
where the benefits obhger term partnerships wagggestedh a trading format for the
improvement in “quality” with several writers atidnaly promotingthe value of long
term trading relationship$-ordet al,2003: Blacket al, 2000: Doz and Hamel, 1998).

The concept of partnering is a misnomer that is used as a colloquialism to déseribe
way in which the actors within the exchange éradth each otheiVrites have debated

the characteristics which have challenged this partnering ,etitosy institutional
norms, management procedureapability and the dynamic and complex nature of
internal and external business relationships (Teirad, 2006). Additionally commercial

and environmental pressures, bounded rationality and waillingness or at best an
uneven level of commitment have led to challenges within the trading relatiarhip
ultimately its failure, with Roberts (2001) esliahing the link with levels of corporate
competence in FM and the concept of the intelligent client functdmreluctance to

lose ownership of the assetHA culture sees transfer of management as a failure
(NGO 1) Lai et al (2006) considered crititacontractual issues within outsourced
maintenance operations, identifying within their research that that issutsgrétathe
scope of works had the highest incidence of contractual djspoilewed by
workmanship Concluding that the relevant requirents were ill defined within the
contract, and consegutly are frequentlynsatisfactorilyimplemented.

PBD “the economy is squeezing the market. The bottom line is that public sector
budgets have been reduced and they have to procure the same or larger services for
the same money and we will start to see more aggressive contract terms. the concept

of partnering is difficult and the features of the current economic climate will put a
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strain on exchange relationships and we will see a mortitaanal way of trading
primarily because it's easier to make the changes you wamwhen you have the

money”.

The reseatt identified that in many instances the “Buyer” was an unwillingnearto

the relational exchangend there was a view espoused that the form of contract was
there to provide some comfort when they w&eimming with the sharks” RB3.
However 17 years further on from Egan’s vision of collaborative working within long
term partnerships it would seem that little has developed either within the dés$ign
form of contract or with psychological contract between the actonere is widely

held suspicion of contractors in the HA sectofNGO 1)

MLD “....in order to have success in a contractual relationship you have to have a
combination of trust and fear and an acceptance on the part of the supplierhef t
underlying contract - plus trust usually disappears very fast when there is a
significant problem. However the contracts are now more balanced but ydugst
contracts that give the employers rights that ordinarily they would novénaBy and
large an employer has to assume that a contragsoin a position to comply with their
contractual obligations for the price that the employer has agreed topapd that is
where the contract usually starts to fall apart because the contractors cadebver

the deal for the price. this is where yowate issues e.g. contractors start to job build
with the SOR, or use the wrong quantities to increase their revenues , and shat i

where the relationships starts to fall apart”.

The Power dimen sion
A critical element of the hierarchical governance restsin the concept of power and

politics and the context of the contract as a means of control within the relgtioflhi
interviewees were asked where they viewed the control of power. The viewssexlpres
are identified below.
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With the Buyers | With the Suppliers
e KB2 e C&LG
e SRB e NGO1
e DS1 e NGO2
e DS2 e PBD
e MS3
e AB1
e EB1
e MLD
e MBE
e BB4

The concept of “Power as a propertyiuczynskiand Buchanan (2007) identifies
power as a property of relationships and of power as an embedded property of structures
(p799) where the exercise of power is dependent on the beliefs, perceptions and desires
of followers™ and supportedithin the organisationastructure and content of the form

of contract. The language and phraseology of the content re enforcing the proposition
with a link to Foucault(1979) and his view of disciplinary power with a focus on the
way that the employer seeks to sustain their dominance in the relationship by reducing
the “Suppliers™ability to dissent by creating their reality and managing their meanings.

In the context of this studye. how theR&M services will be delivered. He suggested

that power was a set of tools which achieved their aims via disciplinary practices e.g.
“Surveillan@”: - contract managemeritAssessmerit— performance measurememtda

“Coercion"-contractual T&C’s and the risk of determination.

The “Buyers” seek to create dependency through the vdlutheir assets KB2
“...through amalgamation we have grown into one of the top 5 HAs in the country, as

a consequence we have economies of scale which changes the balance of power and
potentially the “dynamic of the market”There was a consensus withive “Buyers”

that “I am paying for the serviceand with that comea level of influence”.

Conversely the Governmerd (of C&LG) and the NGO'’s believe that the power in the
relationships sits with suppliers due to the centrality of activities with a wobegng

that“a corresponding professionalism in securing contracts by the major contractors

is not matched by contract deliveryNGO2 with A NGO 1 commenting'.... in

general these are significant weaknesses in the operation of this market and it

% n the case of this study the supply network.
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operaes very strongly in favour of the supplier. We see a vibrant and mature market
in repairs and maintenance. Strategic analysis points very clearly to thisngfih of
market and its bias in favour of the contractor”

There are varying forms of contract mih are used within this marketplace all of which
have their provenance in the construction industry. The move to Té&t6 ([@artnering
contract) was an early attempt to move FM delivery into the “service sector”. ®espit
the direction of the National Housing Federation to ensure adoption of the form of
contract (MLD) selection and choice remains with the procuring body andefelrdf
knowledge not the level of appropriateness for the services sought or the level of

contract knowledge of the SBU managservice delivery.

But what of power within the relationships of telue network?

Fig 4.18Thehierarchicakelationshipdbetween organisations

Tier 3 Tier 2 Materials Tier 1 HA HA Resident
Supplier supplier R&M Pro Ho

< [
< > <4 »

There are identifialel strategic competences (Pfeff@979) within the Tier 1suppliers

and HAs SBUswhich shape the strategic émt of the business propositiom. Heality

the use of Tier 2 and Tier 3 contractors &iver FM services without an overarching
contractual relationship can at best be deemed as control through budgets and the use of
rewards and punishments (Hellriegal and Slocum, 1978). imhigrn creates further
tensions within the network due ® consraint in cash flow.*® Foucault uses the
metaphor of thganopticonfor his paraligm of disciplinary technology, however the
form of contract nor its content in terms of measurement does not support the
“panopticongaze” of the Contract Administrator of the HA and potentially creates an
environment where opportunism can evolwgth the unintended consequence of
increased transaction costs due to poor service delivery and “job building” vi#hin t
network to increasrevenues.

DB2 “it is a master— servant type of relationship. This actually works against them.

The contract sets the rules for the relationship and the rules of engagement.hését

% Within this world “pay when paid” is alive and well.
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wrong and people will revert to what | call protectioni$f- are theyare protecting

the bottom line, and the client? They are busy protecting themselves from perceived
exploitation, with a view that these awkward devils are trying to turn us over. ISadl
better have some weaponry in the contract, and then we go head to head and the
customer- the resident gets forgotterlhe clients are making cost by the processes
that they are building in, and additionally they have lost sight of their own duese.

This interaction is just costly dead money”

RB3 “our view on partnering has changed from our initiathoughts. There always
remains some examples of hidden agenddich should not be apparent if you
entered into a full partnership- but | am at a loss to know what a full partnership
would look like as | cannot share the nesnsibility that | have for the residents , and

therefore there may be partnering somewheréut it is not here”.

Section summary
Contracts should establish a link between contractual governance and performance

measurement. Traditional views within thect®r have a preoccupation with units of
output and operand resources making a link to construction bias and goods dominant

logic.

The contracts are a relational exchange between two parties. They do not ret@gnise t
services are delivered within a Valaetwork.

The use of standard forms of contract based oD &ogic is driven by “Buyer”
knowledge and not the requirements of the asset or the Resiflaete forms of
contract arenflexible frequentlyrequiringamendment. They do not link to an evalyi
trading relationship or the condition and development of the asset stock, frequently
stiffeling innovation in delivery.This has the potential to limit-B logic and the

creation of Value in us®r the Residents.

The contracts are incomplete and extensionof TCE. The contracting parties are

subject to bounded rationality and are given to opportunism.

" Opportunism by another name. One man'’s protectionist is ano#tres wpportunist ! With apologies
to the terrorist and the freedom fighter.
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4.4 . Process: Measurement.
This section considers the use of performance measurement at an organisational and

contractual level within the relational exchange and the wider Value network

Effective measurement is the cement of the Value network. My research identitied th
“Measurement” issues pervade all the other topic areas of the research project. My
research focused on the role of performance measurement within the supply network
considering organisational structure, effective process measurement, its use as a

management tool and its influence on shertnism in the relational exchange.

Sub sections

The Suppliers

Supplier‘internal” measurement of performance within the relational exchange
Supplier — Service quality

The Buyers

Benchmarking

Buyer —Service quality

The cost of measurement activity

Contractual performance measurement

Suppliers views on contractual performanoeasurement
Buyers views on contractual performance measurement

Section summary
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Uniquely within this element of the research project there were differencesdmthe
“Buyers” and “Suppliers"which had a drther dimension relating to intent within
metiics design.The themes which surfaced:
Buyers and their suppliers;

e Design intent

e KPI & Content - measure the right things

e Link to contract

e Benchmarking

e Customer satisfaction

e Lifecycle—contract and Asset

Suppliers
e Design intent
e KPI & Context- measurehe right things
e Task / activity focus
e The contract
e Supply chain

e Customer satisfaction

The Suppl iers
“Performance measurement is costly; few organisations have calculated how nauch tim

and energy they spend on measuring performance. Even fewecdlautated if all

their systems, procedures and person hours spent on performance measurement provide
them with value for money. Two useful tests of a performance measure are what is its
purpose, and what systems are in place to support or achieve hasgduiohnston &

Clarke, (2001, p268).

The issues relating to commercial entities can involve different levels of aggregat

and cover fiduciary requirements in addition to governance, strategic and operational
managementPerformance measuresin be cosidered within a hierarchywith the

more aggregated performance measures having a greater strategic relevance and
communicating the overall performance of the organisation. Within the contexs of thi
study, it is the use of generic performance measurteish can either bél) aggregated

into composite measures for example “overall service deliyasformance” (2)
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expressed as an idiociekcustomer satisfactiondr (3) broken down into more detailed
performance measureshich are measured or monitored more frequently but provide a
limited view of operational performancalbeit potentially more descriptive in terms of
specific issues.

Fig 4.19Performance measures and levels of aggregatidapted from Slaclet al2009

Figure removed for copyright reasons

There is consensus amongst writensperformance measurementtloé main purposes

or reasons to take measuremenfommunication Motivation, Control and
Improvement.Prajogo and McDermott (2007) espouse the notion of externalofit; h
well the organisation, its goals and strategic objectives are congruent with the markets
in which it operates and within the context of my study, the Value network.

Do the performance measures adopted articulate its operational activities and its
strategidntent?Analysis of the reports and financial statements for the three “Supplier”
interviewees identifies that all three organisations are complying withiriaacfal
reporting requirements of the Stock mar¥awhich by its governance and reporting
requirementsis forcing a shoriterm perspective to the strategic intent of the
organisations @ generate shareholder returiAt the *“functional strategic”

measuremerievel, allorganisations aratilising multi facetedneasures in thiorm of

% All are FTSE quoted organisations

155



a scorecard “..with the principle advantage being thatis presenting and
communicating an overall picture of an organisations performamneesingle report,

and being comprehensive it encourages organisatiotede decisions in the interests

of thewhode organisation rather than sobtimising around narrow measures”. Slack
et al (2009, p431)However does the content of the scorecard reflect the context of the
business or juskflect acurrent vogue in management practice?

Fig.4.20 Hierarchical organisational structure and aggregated measurement

methodology

Figure removed for copyright reasons

There is consensus and support within the literature reviewed foeasurement
programme that adopts a multi dimensional appro&hk current view is contrary to
the traditional narrow approach to measuremesiich is universally chided for its
concentration almost exclusively on financial measures. (Seetion 2.1.3:
performance MeasuremerffM Service Provider) Crucially an organisation’s success
depends not only on its financial measures, which at best are lagging indicataispbut
how it adapts to the environment in which it operatesmpact and the value oreates

for its buyers. Varcoe (2007) mmarisesthe debate well, arguing that modern business
has a need for dynamic measures which motivate organisations continuous
improvement in critical areas- customer satisfaction, sece flexibility and
productivty and concludes thatid style traditional measures, particularly those derived

from accounting systemare past their “sell by date”.
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The FM industry has the almost singular focus on monetary targets at the steateki
andvolumetric and temporaheasures as output targatshe point okervicedelivery;

the latter tobe achieved if the “@plier’ is to be deemed to be achieviitg key
performance indicators. Theaee typically “set” for the FM sector by the various trade
bodies and associations or in the casethefpublic sector, enshrined in idealistic
measurement dogma or the “Benchmark” starglaf@ut they are rarely those
contractually specified within“standard forms of contrdc¢t where their impact
influences the workingractices / métodology adoptedncreasesub— optimisation

and potentially damages the performance of whole Value network @0a8§.

Varcoe (2001 outlines the case for a portfolio approach for the performance
measurement of buildings and real estate per se; Price and Clark (2009) argaseth
for a portfolio approach linked to th&uyers” market sector. Here there is the
opportunity to deep Supplier “learning” and to create the environment for innomat
whilst interlinking to theValue networkand developing their business proposition. By
nature measurement in the sectotG®odhartian”. However,it could set the agenda
for a continuous impvement framework rather than the negative spiral of
commoditisation and cost leadership approaches which are a feature of thegecto

measures in use.

The critical questions remain how the performance measures sheul@signedo
ensure thathey effectively monitorthe contracted performance, link to organisational
measurementand they do not encourage dysfunctior@ opportunistic behaviour.
Additionally, howrelevant are they to the Valuetwork and the market in which they
operate?

Supplier “Internal” measurement of performance within the
relational exchange

All three “Suppliers” structurally operate on a “Hub and spokes” basisSsetidn4.1
Structurd. “Supplier 1” was the most technologically enabled oftaé “Supplier”
organisationsnterviewed The use of technology was considered by them to be an
“order winner” (Hill, 1993). The dichotomy between the uses of disparate performance

measures was clearly exposed by the structure and infrastructure ofsthesbuThe
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organisation hadestructured to be more effective in its market place and be more
efficient and profitable to benefit its various stake holders.
The management information (MI) from the CRM module of the operating system
identified and tracked the end to end prdcess. Supplier 1 could identify:

e The volume of bids, and source of bid

e The number of PQQ submitted

e The number of ITT’s submitted

e The number of presentations and site visits from clients, and

e the number of tenders won , and the value and the number lost and the reason

for the unsuccessful bid

e The total value of the “won work” building into the forward order book
All this data was collectedand the ratios for each element identified. Tmalkted a
“faster more accurate bid processids most of the variables were known, but DS1
could not advise me within the intervienf the ex antecoss of the OJEU proces®r
their business.

The asset management module of the operating system identified the volume of
activities planned and completed by action cddeswas then lked to the accounting
module to identify the revenue and utilisation/ productivity by region, contract and
delivery team memberA critical output from the system wae provice data for
activity based costing and activity based management. This was linked to the
telemetrics from the vehicle management system to provide geographical variance for
operating the van fleet. (Segection 4.4.3 Contractualperformance measuremgnt

This IT infrastructuresupportgheir portfolio approach to service delivery.

The issue for “Supplier 1" at th#unctional strategic level” related to the targets
against which performance was measured, and that the goals and objectives for the
SBUs were not congrueriiThe bid team could not win more high valueontracts as

the inefficient operations team were considered too expensigeality performance

data is of no use if it indicating that were atgcompetitive” DS1

“Supplier 2” was also aware of the success ratio of tenders to bids, citing siregdsu
development and bid management was a core competence of the organisation. (See

% Too expensive generally!
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Section4.1: Structure). In terms of its bidding costs or ex ante transactior- tosse

were unknown. Both organisations advised that these costs were absorbed into central
overheads and builhio the tender price submitteBoth cited that success for the bid
team did not readily equate for success for the apeedtservice delivery teams tire
organisation as a whole. (Pidd, 2005)

“Supplier 1” and “Supplier 2” used monthly Business Univirws or Cost / Value
Reconcils (CVR’s) as a means of measuring Business unit performance against an
annual financial “Budget®. Performance is reviewed at a contract level and at an
“Operational / Regional level’. Here the measurement process can be deemed as
“generic operational performance measures’dueto the frequency of measurement,
and the implied diagnostic power of the process. However in reviewing the cohtent
the CVR’s of“Supplier 2", they measurednly financial data. “Supplier 1” utilised
outputs from its operating system to combine activity and cost against budgetsaand y
on yea performance. The Review process is based on traditional contracting review
methodology and “G-D logic”. (Enquistal, 2011). The central issues discussed within
the CVR process relate to the cost of labour and matesiadsa comparison of actual
performance to an annual budgdtie CVR is an accounting practice which is
challenged by Varcoe’s arguments (200he pocess cannot be deemed internally
supportive (Hayes and/heelwright 1994) as there would be a challenge against hitting
revenue targets at the expense of offferashich would not enable the organisation to
excel. Withinthe CVR proces&here is a preoccupation with activity and revenue

cash flow is rarely discussed and is not seen as a probl@s1'%2

There is a link to the CVR process and to bureaucratic contiblamechanised model

of service deliveryDahlstenet al, (2005 suggests that the unintended consequences
such a process are fatigue and frustratamch lead to reduced effectiveness and the
promotion of local interpretation and variatjoprimarily due to the measures of
performanceadoptedoffering neither qualification nor contexfTorture the numbers

for long enough and they will tell you anythingDS1 Sulek and Hersey (2010)
highlight “...the failure to provide motivation and improveniemirguing that such a

process is‘'subject to forcessuch as entropy thatill increase variation and reduce

10 Those SBUs involved in the delivery of FM R&M services.

101j e. cash. This is an industry that over tradesmodides “credit facilities” for its customers dteethe
contractual payment terms.

192 Both interviewees were unaware of the under casbsitign relating to contract mobilisation and
payment cycles.
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process performance over time”. (p478). Additionally the use of narrow performance
measures does not always identify issues relating to “cause and effect” negatively
impacting co ordination and resulting in a lack ofreotive action. (Se8ection 4.4.3
Contractuaperformance managemént

The performance gap between the tender price subrraiteldthe operational cost that

the contract can be delivering for; basicdlbudget ersusactual is usually exposed
during the CVR processxposing thélevel” of external internal fit of the organisation

to its market (Prajogo & McDermot2007),where inefficient labour cannot “deliver” to

the bid price.

It was identified inSection4.1: Structue that all Tier 1 contractors are subcontracting
service to a degree. Both interviewees acknowledged that supply chain perforraance w
not rigorously measuredreating the opportunity for moral hazard doeimperfect
commitmentand consequenthhighertransactiorcosts.

DS2“ we do not measure sub contract performance as well as we should , especially
when they are used on a ad hoc basis it is much harder to get true measures as there
is not the critical mass to get the leverage that you would wanineke sure that
everything is perfect.”

DSZI'there is no formal monibring of performance in place for our sub contractors”

Additionally it was cited that TUPE'dtaff had a different psychological contract with
KPI's and the performance measurement regime, many of which had only previously
been “guided” by HA service level agreements. (Daettgl, 2004).The measurement

of the delivery team’s performance iddietil a difference of opinion in relation to
TUPE with Supplier 2 advising that it was*.ahelp in succedsilly resourcing and
mobilising, where it would be very challenging to bring in a completely fresh group of
people, who do not know the location and the properties. The down side is that they
have not been a well managed group and usually underperform, requiring additional
investment tayet optimised performance out of thenDS2

With DS1suggesting thé&t.. it is a hindrance depending on how heavily unionised
they are, how effective they are, their levels of productivithere is usually a step up

in performance required, and thiss against a contract usually being awarded of a

reduced price against the previous contractor”.
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The argument bysummessor(1998), that a drive for increased productivity from an
inefficient workforce under the guise of lowering costssually has the nintended

consequence of lowering service quality.

The overall findings were that thmetrics and processas themselves may be
appropriate (Amaratunga and Baldry, 2002) but the mismatch and lack of alignment
would challenge the principle objectives of a performance measurement réidime.
focus of the “aggregated hierarchy of measurements” and variance in measurement
methodology within the “Supplier” organisations, is exacerbated throughout the supply
network,andcould drive bureaucratic dysfunctionaligine to goal displacement within

the organisations (Merton, 1941)his supportsopportunism within the relational
exchange due to information asymmetry, creating quasi rents and ultimatelyngfésct
anteandex psttransaction costs. (Marr, 2007; Hobbs, 1996). A further consideration is
the “distance” identified between contractual performance measurement and s relati
to measurement used $etting strategic options and decision making for thepBer”

organisations. (Se®ection4.4.3:Contractual performance measurement)

Supplier - Service Quality
All “Suppliers” discussed “Quality’and in common with “The Buyers” indicated that it

was related tédelivering the service works"The challenge from literature comes from

the “Buyer$ expectations about service, and their perception of the way in which it had
been performedi.e. Service Quality(Caruana, 2002) and the outcome quality and
process quality (Gronroos, 1984) defined“lwhat had been deliveréénd the“end

result of the process MDL suggesting that“Quality is about doing the job
“properly”, and quality only becomes an issue when a lack of it is discovered. For the
vast majority of R&Mworks,they are either done right or they are not!

The importance of Customer Satigfan is central to the Socialdusing market(See
Section 4.1 Structure) All “Suppliers” indicating that customer satisfactiovas a
critical part of their business propositiofSupplier 1” advised that surveys were
undertaken within the contractual exchange. “Supplier 2” advising that in addition to
their contractual obligations, they undertook an independent Customer satisfaction
survey.

There is a critical area relating to design and content. For example a contractual

requirement stipulates:
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“The supplier shall undertake a customer satisfaction survey. The purpose shall be:
“To assess the level of satisfaction among service users, with the services (including
the way in which services arprovided, performed and delivered), and in particular
with the quality, efficiency and effectiveness of the services.”

(Clausefrom R&M contract).

Given the disparity between the interviewees responses, the content of the TSA and
HCA reports, and th&C reports, this highliglstthe requirements ajood performance
measurement design and the ralsse to the organisation and mtsarket (Price and
Clark, 2009)Additional the datachallenges the output from various Benchmarked
reports of the “Buyersas it creates performance gaps and a “catch up” mentality
(Tranfield and Akhlaghil1995)

The Buyers.
All the “Buyers” indicated that at a strategic level the performance of the organisation

was measured eithdzy a scorecard or suite of higgvel strategic and operational
measures.“Typically the measures considered are Finance, asset management,
customer service and group and division performance. Which are further broken
down to cover Finance, covenants, budget performance, cash flowpantbrmance
against the long term plan of the organisation, Custome€SI and diversity, Process

— growth , housing stock, help line , repairs voids and arreaes31

The functional structure of the ‘Byers” organisations was identified as beifig
comnon” within the Social busing industry (Se&ection 4.1) and whilst there is
variation relative to operational size and geographical locatlms businesses are
hierarchical bureaucracies. The measurement processes of the organisations eée enforc
this position, being both temporal and volumetric throughout the SBUs.

It could be argued thathé model identified within Fig 4.20s valid, with the
organisations being subject to stringent scrutiny at the executive or strategibye
external Government departments and NGO'’s, igtmposite measures and generic

performance measuresbeing adopted at the point of service delivery.

The impact of measurement relative to organisational structure and SBU réigsons

was identified within the Ethnographic study'Buyer I'. Emerging from the meetings
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wasthe political use of measurement to gain or influence positions of powefe(Pfef
1992a; Hellriegal & Slocum, 197&ver SBUs operating in adjacent silos and which
supported the strategic competencies of the dominant groups within the
organisatior(Pfeffer, 1981)°*Consistently duringhe ethnographistudy periodissues
which would lave been identified within the scorecard were seen to remain
unaddressed.queried the impact of operational measurement and its reporting with the
chair of the meetingas issues relating to financajstomer satisfaction and operation
performance apgared to continuously remain unresolved during the period of my
researchThis supported the position of the RatioQdleater. Nagirt al (2009) where

the information providers are creating informatremt for their own benefit.

“Buyer 1" adopted théierarchical mix ofmeasures as identified in Fig 4.21, where
Service level agreements supported with KPI's were utilised dagémeric operational

/ detailed performance levelfor call centre performance, asset management and R&M
delivery. EB1 confirmd that there were service level agreements for some of the
internal SBU which indicated that performance was in line with expectatibrswhs
contradicted by the outputs from the ethnographic research, and would challenge the
conent of their strategiecneasureshe provenance of dataollection andthe raé of

systematic monitoring atn issue for the sector.

At the point of service deliveryGeneric and detailed performance measuregiere
utilised. All of which contained KPI's. These again were tloend and volumtric in
nature,counting an activity or non activity, usually against a fixed delivery time. Whilst
not as specific as management by objestithee processes and their measurement were
all task focused, reinforcing the bureaucratic functions of the organisation. Adititiona
the larger the organisationsthe geater the levels omarketcontrol establishedoy
them. Penrose (1959) suggesthat larger firms have a greater scope for conscious
planning and economic activity, consequently developing their own mechanisms for
control which are only secondarily related to market conditidrtgs assists in creating

a concept of sequential attemt to objectives, where work is orientated to a linear
series of actions which are focused on the internal mechanisms or processes)grovidi
support to the notion of service as a “product” that can be consistently appiled a

delivered to the residents.

193 This was not identified within the Suppliers possibly due the hieicaklevel of interviewee who
were generally interested in making money rathan ttonsidering the political positioning dBSs
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Analysis of the KLoE provides an indication of the process and the measures which
could be adopted® and clearly links a regimented process to the achievement of
“excellence” within the audit framework. Howeyexamination of the performance
criteria identifies variation in the desired performance outpdiggto poor measurement
design and a lack of “client intelligence” to interpret the data and respondtheith
appropriate actions. (Atkins and Brooks, 2000) Thentended consequerizeA
potential failue of the perfanance measupeor a satisfied Resident or vice versa?
(Bevan and Hood ,2006)

Benchmarking
The benchmarking of R&M performance was undertaken by all “Buyers”. However

there was a difference of opinion relating to the “value” of the exegkthe vhdity

or relevance of the data. There wamsasus in the view that the benchmarked data
was not generally used to develop operational performance. AB1 advising that data
relating to VFM is compiled from each HA and collectively shatisgues arise due to
the varying condition of the stodR°and the archetype of the property, with some
newer properties costing more to maintain which negatively impacts the leng t
i.e. 30 yea business plan. There are geographical issues where sulvaohtabour
costs more and where the SOR is completely ineffectieB1 “we are only looking

at past performancewhich cannot be indicative of what lies ahead. We can try and
establish trends as a means of developing performance or look to get in topper
guartile percentage for the Social Housing sectoihe catch up scenario as argued by
Tranfield and Akhlargi? (1995)

The provenance of performance data used within the benchmark exercise is a potential
issue, withSRB suggestingthat it is about collecting the data, and having an
understanding around what contractors will do to try and manipulate the daida t
make it fit, and “Buyers” will not generally admit when they are wrorigTranfield

and Akhlarghi(1995) consider the use of inappropriate features within benchmarking
exercises and McDougal and Hinks (2000) argue that the use of benchmarking as a
means of cost reduction can be considered an unsuitable activity and at besulnhelpf
The Buying consdia used within the procurement exercise frequently circulate their

1% Stock Investment & Asset Management: Maintenance works , R&ld, Boids Value for money
195 At the decent homes standard
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benchmarked data. Examplesculated in their promotional material ‘dsest buys” of
“products”. However purchase price, without the benefit of installation, and wkele li
asset managemt could lead to poor decision making, with EB1 advising that
“frequently assets were unnecessarily changedhd that the “Decent home”
programme“had caused millions of pounds to be unnecessarily speBS2. This

challenges the use of benchmarking talelsth forms of best practic@arker 2000)

Buyer - Service Quality

Within the HAs, Customer satisfaction is*‘@omposite, Functional and Board level”
measure. It forms a critical element of the KLoEs and is a principle driver of access to
funding. All “Buyer” interviewees expressed a view that service quality was a
prerequisite for Customer satisfactitPAAll confirmed that they conducted additional
and independent Customer satisfaction surveys in addition to those required
contractually **

AB1 advising that that the group has quality standard$t basically means that the

end user is happy with what they geEB1. “...the ultimate measure by which we are
judged in the outside world is by CS Our reality is it's not about financial
performance orKPI's, it's about keeping the customers happy”.

My follow up question related to the “right of repair” for tenants under the Housing act
and how this drives SBU operatiodd31, “... for our resident’squality means that the
repairs are being actioned proptly”. EB1 “it is about getting a repair done to a
quality that is appropriate in a manner that is appropriate..... From a customer
satisfaction perspective they want a decent home to live in. The biggest driver of
complaints relates to R&M..... It's alut the basics R&M and ASB®everything else

they don’t give a toss about”

The consensual position established from the interviews wa%dthiag the job at the
specific time ... | just look at this as being ... “is it just fit for purpose”KB2. With
SRB suggesting... quality, from a client perspective is the finished product’ This
“understanding of Quality” matched that as provided by the “Supplier” interviewees.
It's about job delivery, with a poor job being considered of low quality. But by whom?
When does the volume of poor service delivery indicate adverse sele@ustd@mer

satisfaction per se is not well measured. We try to survey every job but we do not do it

1% Having already stated that quality is a misnontas just delivering the service works
197 survey fatigue is a feature dfis market place, but is not considered within the context o§thiy.
198 Anti social behaviour
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very well. Our response rate is very low, and generally those wgetlaonfirm a high
level of satisfaction with our R&M servicesEB1. TSA 2009 Internal research
document identified...an apparent failure of HA’s to recognise the unacceptability of

providing poor performance for tenants”.

“Service quality”and “Customer satisfaction” in acadertiierature are closely related

but conceptually distinct (Cronin,2000: Pantouvakis,2010), with satisfaction being
commonly positioned as an affective post purchase experience of the service encounter
with a role leing played by the cognitively oriented construct of service qualityetee

al, (2000).Within the context of mgtudy it is arguable that the concept of Service
Quality is effectively replacing the missing “product” within R&M service delivery
The dimensions of service quality therefore approximate to product features, the
resident “consuming” either the outcome (in products) or processes (in R&M service) a

position supported by Gronroos, (1998).

Leverin & Lijander (2006) suggest that the contentious constructs of “Satsfaand
“Quality” merge and develop in time into an overall concept of “Relationship
satisfaction”. This is directly influenced by perceptions in functional quatitgr@ctive

or process) and technical quality (Physical of tamgifhis establishes a link to-0O

logic (Lusch et al, 2010) the construction provenance of the “Suppliers” and the
“Product” purchase methodology of the OJEU procurement proevdsse “Biyers”

seek exchange value in the form of “Price” at the expense of “value in use” of the R&M

servicedor the ResidentéBowman and Ambrosini, 2000).

The cost of the measurement activity

The cost of measurement was discussed at length, With all “Buiysrviewees
commenting that the time spent monitoring was significant.BB81 R&M we have
spent an extraordinary amount of time on monitorirgmeetings , checking the KPI's
checking the invoice¥®and doing Quality control checks . The cost for thssin our
budget, there is not a monitoring or budget checking figure per se in our management
accounts.”RB3 advised"... there are 7 FTE’s engaged in the contract management

of the R&M contract, with a similar number from their side. We have calculatbdt

19 For the SOR make up
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the time spent checking this account equates to 10% of revEffju@here is a cost for
ensuring contract performance and that is the price we have to p&8RB advised
that “... where the organisation is running as an intelligent client it is possilite
measure service delivery and equate it to the level of performance sought. If tHe skil
is not in house it needs to be brought in. They need to have an indepenffepary

monitoring performance. If they are duplicatingoles- that is additional cost”

Although they were aware @ anteandex postcosts per se, they were not routinely
measured as a means of improving control over the process or driving performance. The
similarity of measurement process between the “Buyers” and “Suppliers” was noted.
The critical difference between the two groupsing: the relevance of the design
criteria for the measures adopteshd the use of the measures to influence the
organisations operational performance. As both organisational groupings had a
symbiotic relationship with the Residents, the lack of goabgdive alignment within

the Valuenetwork was an issue which none of the parties or the regulators appeared to
give much credence tand whilst the measurement and reporting processes was
similar, the differing content and context adopted does not emaliit” to be achieved

in the Value retwork.

Contractual performance measurement.
Enquistet al (2011), arguehat contractual governance and performance measurement

are critical to the effective management of business relationsBges.Sectiom.3.
Analysis of the standard and bespoke contracts in use for R&M delivery idetitdies
use ofKPI's and the role of customer satisfaction to exercise control over the “Supplier”
in the exchange. Traditionallyime, cost and monewrethe three primary indicators of
performance in construction projeciBhe leap of KPI's to FM can be identified to
Hinks and May, (1999Who identified 23 performance indicators for differing facilities.
Meng and Minogu€2011) considered the importance of performance measurement and
the effectiveness of models concluding that the us&Pifs was “Effective” in
measuring performanceConversely they temper this view by suggesting that
“measurement can be ineffective dwdo not set the right criteria, and may mislead the
performance if the wrong indicators are givefiPidd 2005.The critical element must
therefore be the design of the “measures” thieg should consider concept, context and
content if they are to bdfective.

110 potentially £300k
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The interviews identified that there was consensus from all parti€tPks had had
their day”. However was this due to poor design and a lack of understanding of what
was to be achieved? The industry commentators suggesting lthst an overhang
from the measurement culture that we as an industry have fallen ini’s about
hitting numeric targets, which are fundamentally the wrong things to measurbe T
real issue is to learn- what is not working, what is working and whyi?1BE. With
SRB arguind’... KPI's are past their sell bylate.Is the achievement of a KPI a true
reflection of what is being delivered? It depends on what was specified and who is
collecting the data. There are easy thingsolume of activity that can be measured,
but the understanding gained of how the services are impacting the assetttand
people who use it are generally ignoredSee Sectiod.3: The Suppliers perspective.
The general criticisms from the interviews related to:
e The relevance of the KPI's to thesset, the Buyer and the end userthe
Resident
e The inconsistency and variation within the market relating to the priority of
works
e The volume of KPI's and their rigidity and a failure to evolve
e Their inability to drive improvement and create value and their capability to
increaseex posttransaction costs. The measurement process creates transaction
cost, with poor metrics of a higher number increasing transaction costsjdrowe
better designed metrics or a lower number does not guarantee lowecticanssa
cost due to the potential impact of agency.
e Their lack of ability to identify the creation of quasi rents through oppotitinis
behaviour
e The feasibility of their achievement and consequently their relevance.
A position supported by Brignall and Ballantine (1994) who suggest that the
measurement of performance has largely failed to adapt to the operatirumerant.

Both interviewees suggested a balanced multifaceted approach would be more
objective. Making the link t&summessor(1998) in improving the productivity and
quality of the service offering and to Enquéttal (2011) considering where value is
created within the Value Netwaqrland how that is measured and reported on. This

providing a challenge to Porters (B)&heoryof the Value chain due to “Customer to
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Customer” trading relationships which is a facet ofi@dwousing ‘dutsourcetitrading

relationships and the use of multiple tiers of sub contracted suppliers.

Suppliers views on contractual performance measurement
The “Suppliers” highlighted the generalisation and volume of contract KPI'sigCiti

that the measures used did not reflect the variables faced or the requirefriets
services procurede. the propertyarcheypes, the internal assets, the Residenther
geographical location. DS2 highlighting that some contracts had up to 20 KPI's, which
may be a feature of @ad client experience”and are used to reinforce an already
adversarial contract. He suggestadat people overlook is if you build up an over
burdensome process with loads of checks and balances it creates cost, and that cost
eventually comes back to the client. They may get a short term win, but in the long
term it will result in the contract ending”.

Inside housing 21/02/2013 reporting thawWates agrees to end “unfeasible
“Southwark deal'. The report continueSSouthwark will consult with the residents
before deciding to appoint a reserve contractor or retender for the woBit at what
cost?!! Southwark advising thét.. it is vital to offer value for money to its tenants”

the report also suggested that the local authority will consult with their reshfote

deciding to appoint a reserve contractor or retender for the Wrks.

All the “Suppliers” confirmed that the contractual KPI's amgknown at the time of
tender, creating a possible information rent for the “Buyers”. This poses two further
questions.flknown would theyarereflected in the bid price of their tender? Potentially
increasing costs, and when the contractual requirenagares known did this vary their
contract mobilisation process? DS2 suggestilByyers who clearly have had a bad
experience, and who create highly adversarial KPI's within the contradb protect
themselves potentially get services that are going tost them more than they really
wanted. They create costs because they have acted in an adversarial way, quite often
because they employ advisors who have their own agenda. Consequently they often
get the shape of the services they really want wrong. All these decisions affect all
parties affecting cost negatively due to a lack of thought and applying standard

metrics or doing what they have always done”.

1 The initial contract by the London Borough of Southwark appointed Samars to cover R&M on
54,000 propertiefor a 2 yr period

112 see conclusions section 5.3.2. Southwark have also terminateshtinact of one of the other
contractors delivering works. Expensive retender? But what of sequility?
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Contractual KPI's are ignored within the CVR process adopted at SBU andiaparat
level, and there is little connection to the functional strategic measurement process
Balanced score card approach adopted by both‘Bogers” and the“Suppliers’”.
Similarly from a “Buyers” perspectivehe relevance and consequence of generic
operational anddetailed performance measures is diminished as performance
measurement focus moves from the operation to the strategic levels of theatrgani
These contractual measures deemed as “generic performance measures/ detailed
performance measures” Fig 4,28upport Meyer's (2002) view of what we want to
measure and what we can measure, but do little to improve communication, motivation,
control or significantly improvemenfB1 suggesting that at the operational letel
measurement is primarily used toompensate for a lack of “trust”, with a failure
against performance measures been seen as confirmation of the lack of trustein th

ability of the supplier”.

Within the hierarchical structure of the “Suppliers”, analysis of the current tliéme
contractual KPI's based measurements have little connection to creating’‘waiise

for the “Customer to Customerelationships at the delivery team level. Additionally
the lack of holistic measurement in the Value network indicates, that where praloders
not have the samebjectives, gapsre created creating the potential for agency and

opportunism. The consequee being increasexk postransaction costs. (Marr, 2007).

Buyers views on contractual performance measurement
The “Buyers” confirmed that they considered the content and format of theirataatra

KPI's to be“traditional’ for the sector. Baldwiet al (2000), arguing thdBuyers” and
“Suppliers” select metrics that reflect their expectationsth datathat is easy to
acces$™. “Buyer” related metrics converging on output, whitSupplier” related
metrics emphasise the implemented processes. Document analysis identifie@ that th
main contract KPI's consisted of a priority code, a descriptor, and a time, fsamere

volume relatedeither containing a percentage or numeric target linkeditoe frame

13Which may be different in reality
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Fig 4.21 Buyer kontract KPI performance categorigs

Code Category Completion
target

P1* Emergency 24hrs

P2 Urgent 7 days

P3* Routine 31 days

“Buyer 2 had a similarKPI format but required completion targets of 6 hrs for
Emergency calls and 3 days foirgent. Both “Buyers” were supplyingervices to
similar housing archetypes, to similar resident groupdentical geographical locations
and yet working to different KPI'sA NGO2 (2009) cited th8ogistically challenging
nature of responsive repairs because of the potential impact of locatiamh lank of

predictability of the works set against target delivery time@ergenet al, 2007).

Cooper and Locke (2000) suggest that targets are future orientated, providingoa link t
both organisationalstructures process design and managemeractice. From
document analysis, there was a variance in customer satisfaction performance, with
“Buyer 2" reporting lower satisfaction responses for their R&M servibans “Buyer

1”. An additional KPlwas the percentagef jobs being completed on first visit
attendancewhich again identified a variance in the reported performance statistics
between“Buyer I and “Buyer 2. Is an unintended consequence of demanding
performance metrics loweservice quality? Gummesson 1998. Or inappropriate
organisationaktructure information asymmetry and information renéda lack of

thoughtrelativeto the practices required fulfi lling contractuabbligations?

KB2 highlighted a problem with both internal and external consistency in terms of job
reporting /service delivery and the impact of regional variatioraking alink to the
geographicastructure of their businestheir supply chain and the risk$§ opportunistic
behaviour.There was also a suggestion that jobs were frequently ‘e a lesser
priority by the“Suppliers”to “Buy” time and that this varied between contoastand
geographical locationsA counter point raised by DS2who cited that jbs were
frequently logged has “Emergency” by the “Buyer” via the direction of the “Resident”

in a bd to effect a faster response by the “Suppli&dditionally, the varying states of

"4 There was no variation for the building archetype, assetesident of geography.

171



repair of ®me HAs housing stockrates of obsolescence of equipment and general
standards against the “Decent Home” standards exacerbateer fiméhreported KPI

performance and challenged the use of standardised measures.

A critical element frequently missed at the contract lewals the measuremenf
“Service Quality”. Given that Quality may typically account for up to 30% of the
contractor selection within the tender evaluation critatigs frequently absent from

performance measurement at the point of service delivery.

Section s ummary: A desire to count
The finding of the research provided a contradiction to curlegrhes academiof

writing.

There was consistent support for a balanced multifaceted approach to contractual
performance management from the industry commentators antStippliers” who
recognisedhat thecurrently favouredegimes arenot congruent with the requirements

of the dyramictrading environment.

There was recognition that there was a cost to performance measurement, and that there
was a requirementithin the sectoto move toan S-D logic approachwhere service is

co created betweerBtpplier —Buyer — Resident and value is seefValue in use”.

The regimes adopteate driven by G-D logic.

Within the Value etwork performance measurement practice is not robostdriven

by theseperatgrovenance and organisational culture of the “Buyers” and “Sugpliers
and is frequently ignored within the lower tiers of the outsourced supply chain.

The concept of performance output and service outcomes was frequently cited in the
interviews, linking to Johnston and Clarke (2Q0Who categorisedhe different
dialogues tht are importat for managing and controllingervice delivery in a Value
network into “Business related, operations related and encounter rdiiteglies. The

critical element being measures designed to reflect the current and future opératio
variades and how these impt organisational structure & process, productivity &

performance improvement, and service qualitgu&tomer satisfaction

Measurement and governance are mutually interdependent within the contractual

requirements of the relational exchange. Collier (1994) argues that the concept of
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interlinking is the organisatienunderstanding of the relationships between various
measuresand using the knowledge gainéd become “systematically smarter”. A key
objective of performance measurement systems and governance systems in which they
are embedded is that they should link day to day service operations ategjistr
planning. (Brigndl& Ballatine, 1996).

The identity of the relationships between business performance and operationa) actions
and operational performance and contractual performance is not routinely recognised
due to poor design and goal displacement leading to a structural agency (Grey,
2009).Thiscreating inertia rather than improvement, which pervades the industry sector
leading to a cycle of perennial failure to achieve the desired objectives of ibesvar
actors. Additionally the variation inperformance measuresiapted athierarchical
levelsand “board”aggegation as identified in Fig 4.2€reates sequential attention to
goals (March 1963: Katz and Khan 1966). The unintended consequence of this

bureaucratic dysfunctionalism is increagedpostransaction costs.

At the contract level Meng and Minogue (2011) suggest grddpnance measurement
is a management tqolith performance improvement being thgoal? However, if
sustained subptimal performances identified,or more importantly not identified does
performance measurement provide a call for actiorbédh “Buyers” and “Suppliers”?
The critical element must therefore be desighe adoption of KPI's which do not
reflect the nature or context of tleeolving relational exchange have largely failed to

link the contractual performance and organisational performance.

In agreement with Price and Clark (2009) the measures adopted naesttdespecific
or provide a fit to thendustry in which they are used.
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4.5 . Management: People & Process

This section considers theleamf management in the relational exchamagel the impact

of management bekiours and actions relative hater organisational tradingithin a
Value network.It focuses on management capapiland its role in strategic and
operaional design and implementatiaquestioning if this is a feature dhe wider
environment in which the organisations operate or of “traditional” working practices
The level of competencand skill sets within the sectasupport “traditional”
management valuegrom the pespective of process management and people
managementlinking to the role of management in setting the durationR&M

contracts.

Sub sections

Strategic intent

Buyers

Suppliers

Management by design

Suppliers -Design

Buyers -Design

The Management of performance
Buyers- managing performance
Suppliers — managing performance
Managing for Quality & Value
Management skills

Management competeneéStrategy
Management competeneeperations
Management competengeeople and the impact of TUPE
Opportunism. The issue of agency
Managing the relationships

Section summary.
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“Perhaps the most important resource of an organisation is its people, so howapeople
organised is crucial to the effectiveness of the strategy” (Johnson and Scholes, 1999).
Process management is about how organisations produce goods and services.
Managment within FM is about the tasks issues and decisions that are necessary to
manage people and processes effectively. Management capability is the catalyst for
success. The research project identified several consistent {lspe@8cally:
e The managemerof the procurement pross.Do the contractual arrangements
reflect what was desired?
e The management of contractual service deliveyoes delivery reflect what
was expected?
e The skill set and capability within the management cadithenSBUs within
the FM Value etwork
e The design b process and their impact on working practices
These themes were then grouped and categorised into 4 areas which were deemed to
representative of the output from tlesearch. They are
e The strategic intent of the orgaation, and its positioning within the market
place
e The design and management of R&M service delivery and procurement process
e The management of performance and the impact of quality and value, and

e The management of contractual relationships

Strategic int ent
“All great service companies have a clear compelling service strategy. They have a

reason for being which energises the organisation and defines tie Sgovicé.
Johnston & Clark (2001) suggest that a strategy should “allow organisationajerana
to identify opportunities for bringing value to customers and for delivering that value at
a profit”. (p343). All the organisations interviewed had a formal business plan which
was a feature of an intended strategy i.e. an expression of a desired stieg¢etjand
deliberately fomulated and planned by managessich espoused their strategic intent.
From a literature perspectivstrategy development within the value network could be
place within the “Planning school”, (Johnson & Scholes, 1999; Mintztexiy1 980).
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Buyers
The intent ofthar “business propositiontvas predominantly communicated via public

documents and audited financial statements. The target “market” for thess beport
funding organisations, NGHC, TSA, AC) and industry commentators e.g. “Inside
Housing” and Residents & dRidents association$his was usually supported by a
“strap line” and logo on the said documents and organisational vehicles.

“Housing with Care”, “Improving life together”, “Opening doors”

Internal strategy dmments were provided and discussed duringintexviews The
documents wee described as “high level” and focussed on the internal aspects of the
business rather than tHibusiness and the environmémh which it operated, and as
such didnot communicate omdicate an “external fitto the valuenetwork or the

environment in which they operated. (Prajogo and McDermott, 2007).

Central to the “Buyer” business plans was the organisational strudttine business.
(SeeSection 4.1), and how it was internally supportive ofithstrategic intent and
“enabled” delivery of business operations. (Hayes and Wheelwrd@®4) From a
“Buyer” perspective, the internabperationaplans were driven by “vertical s8, with

the organisationattructure refleehg the priority of the organisation i.e. Development,
Housingmanagement and Asset managemedgction4.1 cntraststhis with theTSA

and HCA Reports, which suggested thasients perceive satisfaction with “Repairs
and Maintenance” as being the principle arbiter of the quality of the relationghip w
their landlord.“Amongst those tenants who are satisfied with the repair service, 91%
are satisfied with the overall senacprovided by their landlord. This falls to 28%
where the residents are dissatisfied with the repair servigeiC, 2006. p62)The
impact of their customer’s perception of their performance as “housing prsivabend
challenge their strategintent (Rah and Van der Valde, 1991).

The “Buyer” hierarchy was driven by function, the intent of the SBU and the positiona
aspiration of their respective leader®feffer, 1981). The Strategic intent of the
business was shaped by what was perceived as theamopetence of the organisation
e.g. Housing.Rfeffer & Salancik, 198).With the exception of “Buyel”, | was unable

to confirm or challenge the core competence information provided as | only had one

interview session within each firi>,

15 Buyer 1: three interviews undertaken with Operating board merabdra three month long
ethnographic study on two SBUSs.
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The ProcuremeénDirector of “Buyer 2” confirmed that their commercial focus was
purely on operational cost reductidBuy better and you have room to manoeuvre”
KB2.There was a direct link to the “size” of the organisation thed perceived core
competence e.ghe wlume of properties managed, procurement spend, its national foot
print and the impact that could be made by effective procurement processes. The
sentiment was echoed by “Buyer 4”. Their competence in this area was commented on
in the independent audits undertaken by the A C. There was an attitudé’bfwill

lead the firm and the other business units will get in livgh little to connect his

views to the sentiments expressed in the public facing documents or the findings of the
Resident’s survey relaitg to R&M service delivery. (HC & TSA, 2006.200Bpr the
OrganisationalExecutive, the challenges for the organisation were econcanid
effective procurement was central to the financial stability and developmeht of

organisation.

Suppliers
The“Suppliers” were all PLC’s or subsidiariesll producedannualreports and audited

accounts, which were in the regulatory compliance structure. The target “market” f
these documents beinfijnancial institutions and industry commentators. The business
plans of the“Suppliers” focussed on hitting the “numbers” and the maximisation of
shareholder value or the “financialisation of the organisation” Febad (2006). None

of the interviewees were aware of the importance of the effective delivery of R&M
works to the in relation to the quality of the tenant / landlord relationship, (HC, 2006).
Additionally, the core competence of the “Supplier” organisations was reflected in their
operatonal structure, with “Supplier2’” and “Suppler 3" having similar core
competencand structure, with both organisations adopsimgilar “low cost strategies

and targeting the same market segment§“Suppler 1" targeted different market
segments with a differentiated market propositi@ee Sectiord.2: Procurement.
Overall it could be argued thahé¢re was a fit between the strategic intent of the
organisations and the operational strategies adopted (Smith and Reege, 1999

Management by design
“Service industries” have a number of characteristics which shape the manageme

practices of organisations. These consider (1) the intangible nature of servgpestsug

8 The larger HAs. The largest 7% of HA manage 33% of the hossidg TSA 2009.
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that the services and their quality are difficult to describe to perspextatomers'’(2)
Heterogeneity, services have important attributes, however their anpertan change
relative to their location and the urgency of their requirement. (3) Customer’s
involvement in service production. In R&M service delivery the customer must or want

to participate in the creation of and the delivery of the service. (4u€wod workers.
Production or delivery of the service is close to the customer and has diredtiomera

as a consequence the service facility must be designed and operated, staff selected and
trained with duel functions of service production and marget customer services

orientation.

In Section4.1;Structurethe impact of the KLOEs is considered in relation to their
impact on organisational structure, but no specific link to the business structure o
management processes could be made tlendda obtaned specifically relating to
KLoE achievementls FM service delivery now ssommoditisedt is “one size fits all,

irrespective of its market plateLewis (2003).

Through theobservation ofoperationalpractice andthe hierarchical structuref dhe
organisations within the dlue retwork it could be argued that they are bureaucracies
The exceptions beinghe “consultanci€s engaged by the “Buyers”, who provided
professional services i.e. specialist procuremantl legal advice. The principle
challenge to lte effective design of serviceeme from four sources, (1 ) Capacity of
the organisations to undertake the level of works, (2) the capability of the tigpera
resource” and its management,(3) customer satatien and (4) the impact of “Sulep’
and “Buyer” polarisation. (Johnston & Clark, 200Gummesson(1998) considers
service designh and implies that there is connection between “service activity”,
“productivity”, and “service quality” and eventually to “Profits”, and ttiegse “triplets
serve the purpose of making service operations efficient” {8.critical variable for
“Supplier” organisations is ensuring that they have the capacity téygagsvolume of
works required, and that this is the central element of the design ofstreice
proposition. However is capacity management a kesiterion for design and

measurement practice?

117 Often contractors are asked for method statements as to h&&ievorks will be undertaken. But
what do they represent to a clerk in the procurement departmefivwjex” or to a resident in a property?
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Suppliers - Design

From a “Supplier” perspective the principle elements of process dastgelated to
R&M service delivery. This included the procurement / bid processiract
mobilisation, service delivery, including the impact of TUPE and the managehent
resource and theeview / understanding of performance both operational and financial.
Aligned to this were inbound/ outbound materials and the finance function.

Fig: 4.22 Supplier SBU’s and link to Custom€ustomer relationship

“Supplier”

Bid Mobilise Materials B .
team contracts uyer:

LA, ALMO,
N RSL \

Supplier: Residents or
Contractors property user

v

T

Finance Delivery
&
Review

The design and positioning of services is influenced by the volume and variety of
activities undertaken, Slackt al (2009). The Variety axis refers to the level of
customisation, customer contact time and Focus of the workscapability or
commoditised The volume axis refers to the number of activities or customers attended

to in a given period.

Figure removed for copyright reasons

Additionally, processes can be classified by “service processes”. 8taak (2009
Theseare categorised as by the degree of customer contact with the service process, the

degree of labour intensity, the degree of process customisation ardkdhee of
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interaction and customisation. The above model is an “overlaid” depiction of the two
models.

In the context of mystudy, the professional service advisers to both the “Suppliers”
and the “Buyers” would be categorized as professional servibes“Buyers” of
services who interact with the residents would be seen as “Mass service shops” which
fits in with the desire of new public management (Horton, 2003) providing housing
services in an efficient process within a people focussed environmeriinally the

R&M services would be supplied within “Mass services” due to the provision of high
volumes of task with low variety. The volume and variety of task / aciivipactsthe

management of service delivery and the measurement of performance

Analysis of the management of the service delivery process identified worldnticers

that have changed little in 20egs, and have been furthesommoditisedby the
adoption of a “SOR"®approach to procurement practice, service delivery and billing.
This is additionally supported by hierarchical management structurasgtiout the
Value retwork and the adoption of MBO as a means of control at the point of service
delivery. The process is reinforced by the language in @senfnesson1988). This

was a legacy of a cultural dogma. Although organisation culture is not part of this study

the engrained working practice reinforced organisation culture and vice versa.

In most circumstances it is not the resources engaged, but the processes which deliver
the R&M services to thenarkets thatlirectly create competitive advantage (Penrose,
1959). Particularly ina commoditisedservice offeringand an increasingly deskilled

work force. Additionaly, when operating ircommoditisedmarkets there is only one
source of competitive advantagewhich is "Low cost". (Porter, 1985) Indeedeth
strategic intent of “Supplie?” and “Supplier 3” is volume and revenue drivand to

some extent it could be arghehat shortermism makes and supports their market
sector See Section4.1 Structure Suppliers.However are sector management skills

sufficiently developed to understand the complexities of capacity management?

“Supplier 1” had a core competence in\gee planning and operative deployment
which was supportedby its management structurprocesses and the performance

measurement regime adopted (S&ection4.4: Measurement). Recent changes in

18 Fixed pricing which includes bour, materials and margin for a schedule of service activities.
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service delivery design have been brought about through the use of technology which
“Supplier” organisations have had to embrace as a contractual requiréfiene
interview established that “Suppli 1” had redesigned their business proposition, both

at the bid process and service delivery, and “went to markel’ aihigher priced
offering, supported by what it deemed its “value proposition”specific segmest

within the Scial housing sector,s&ablishingthe link between Order Winners / Order
Qualifiers as espoused byillH1984) and the connectionf operationalstructure /
infrastructure and operational processes. This is in turn framed against theitbagnpet
nature of the operationandit’s fit to the environment. A position supported by Hayes

& Wheelwright (1984).

“Supdier 2" and “Supplier 3” manage services delivery through a hierarchical
management structure that was contract specific albeit not contractuallycspeSee
Section4.1: StructureJohnston and Clarke, (2001) highlight the importance of capacity
in the design and delivery ofevice works suggesting that there are five critical
elements. Specifically:

e The service output the overall capacity of the operation

e The service resourcestaffing availability, skills

e Service demand the demand profile of the workevel capacity ochase

e Service capacity management, scheduling and utilisation and

e Capacity leakage
Within their organisationablesign they did not consider the variables relating to size,
specifically revenue and activity volume, labour capgbéind the hetegeneos nature
of the larger HA, adopting a similar service delivesyructure foreach contract gained,
potentially incurring greatezx posttransactiorcosts inthe “Smaller”or sectorspecific
contracts (Johnston and Clark@00J) and failing to achieve Yome related issues with

a “one size” fits all approach as expressed by CS survey data.

All “Suppliers”recognised the impact of operating systems and CAFM sysW#eh
were used to a gre| or lesser extent dependenbn operator capability within the
contract teamsand the managementat@’s ability to enforce its us&he adoption of

technology by defaulthasenabled the machine bureaucracy to be more efficient.

119 Operating / finance systems with a work deployment function toldlerhand held unit (PDA) and
vehicle tracking / telemetric systems
1201t was not specified in the contract notice wittie OJEU procurement process.
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However bureaucratic dysfunctionalin has not decrsad due to".....agency,
unpredictability, goal displacement and overall unintended consequenGeay (2009,
p33). Gummessor(1988) espousing that technology will exert a major influence on
services busirss, but it cannot be a panacedeie is the requement for human
intervention (p14).

Arguably, doall “Suppliers” have a “fit” with their target markeegment{Bowman:
1998).

Buyers - Design
Fig 4.24 BuyelSBU’s withinthe organisation and the to the Value network

“Consultants” Asset
“ " Procurement management
Buyel‘S team
Procurement Out bound Housing
team outsourced management
FM services
Supplier: Buyer: Residents or
Contractors — | LA, ALMO, ——— | property user
< RSL
Finance Infra
Structure
Management

The researchdentified misalignment of process between (1) the procurement of an
outsourced services provision and (2) the management of the R&M service delivery.
This impacted the service delivery perception of the resident and raised i$susts at
interpersonalevels within the"Buyer’ SBUs. This was exacerbated by organisations
vertical structure, the targets adopted / measurement process and the skilthset of

“Buyers” Procuremerand R&M support team.

The desire to move to “New Public Management” and the efficiencies of the private
sector “services marketivas a challenge to the traditional bureaucracies of public
administration.(Horton 2003, p203). Further support foNPM was provided by a
structural change to create the autonomous agencies, (withaplteee of this study

the creation of the Housing Associationsout of the Local Authorities housing
departments). There was a desire on the part of the “architects” of NMP for greater
transparency in the delivery of public services and consequenkbthoma of “targets”

were created which related to the “new” organisatednbty to satisfythe expectations
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of their Stakeholders. The structure and operational processes of the old Locaityuthor
“Housing” department havgenerally not been challenge@onsequently this has the
potential to negatively impact the achievement of new depeeidrmance objectives

A perception of HAperformance being reflected in the output of the resident’s surveys
conducted by the HC, (2006) and TSA, (2008).

“Buyer 1” was unigue within the studyt had a retaineé R&M operationteam that

self delivered services within a 35 miles radius of its “heartland; as®d outsourced
subcontracted services throughout the rest of the'¥JK. managed its DLO via a
service levehgreement, and had no formal contracts for the delivery of services with its
contractors. It did not formally review the delivery of R&¥drvices. Thethnographic
study observed the internal relationships between twarate SBIY™?% Whilst this
relation$ip wasdynamic in “Buyer 17, it highlighted a general lack of internal process
on behalf of the “Buyers” per se as to how they should work within their business and
the Value retwork. A principle objective for theBuyers” is to manage thé&Supplier”

to achieve a consistently higlervice quality for their customersthe Residents. The
ethnographic studydentified shortfalls in the level and quality of service delivery,
which were measured by complaints received and “opesi,jgbme of which were
incomdete for several months. A critical measurementHdrs “void properties”,**?

and thé& ability to “turn round” empty properties, refurbish them andetehem. This

was a source of consternation for the “Housing management” team who were dritical o
the “Asset management” team’s ability twepare the properties to be-le¢. The
consequences of these actions potentiaigativelyimpacting the revenue stream of
the HA and external relationships with the commissioners of sheltered hadasing

certaingeographical locations.

“Buyer 2" and “Buyer 4” had grown exponentially through acquisition and
amalgamation. Within these organisatidhe perception of theptocurement’teams
was that the inteorganisational FM /Asset management teaasponsible foR&M
delivery werenot up to the task'.....colleagues who are responsible for the

management of major contracts...have limited skills, experience and knowledge in

121Buyer 2. Had a mix of DLO and outsourced labour, but followistractured review had made the
decision to outsource 100% of its services delivery.

122The Housing Development team and the Asset management team. Batéilsrof the ethnographic
study are within the appendix

123 properties without tenantwith a resulting loss in rental income
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contract managementKB2. This was exacerbated by geographical “native” practice
which was nfluencing process design at a lotavel in a bid to achieve a level of
“workability” with the volume of activity which they were facingWwho thinks about

design,wheneverybody is talking about deliverf\IB 4. (du Gay 2000).

“Buyer 2” & “Buyer 4” hadadopted private sector purchasing methodologies, primarily
through the appointment of gxivate sector procurement directoia the case of
“Buyer 2” it was recognised that there weygerational tensions within the structure of
the organisation due tindifferent management practice and NR&delivery and
management capability as a consequence the decision had be taken lyxéwmutive

to reengineer the whole business and focus on procuremetiieagey strategic
competence. This woulsket thecommercial agenda for organisattéh “Buyer 4” had
adopted a similar commercial procurement practid@ich had created purchase cost
savings against budget, but which had failed to realise the desired levels ofe servic
delivery in practice primarily due to geographical variation, issues relatingitdioar

in sub contractor management and smaller sized contf&cBuring 2011 they
embarked on a major restructure, confirming their strategic intent to gain “cootrol”

their business.

Generally within the Social dusing industry sector it could be argued that R&M
process desigis failing to achieve the external fit with the environment. Consequently
creating higher transaction cos#sthin the Value network (Williamson, 1996) and

delivering a lower than expected service offering for its customers. (Groi@®%)

The management of performance
Fitzgeraldet al (1991) highlighted the complexity of measuring performance within

services industries specificallglating to “intangibles”.

Buyers — Managing p erformance
“Doesservice delivery reflect what we wanted to purchasBB3

The interviewees frequently highlighted thentractualperformance review process.
The “Buyers” cited limited knowledge of the R&M services and their delivery which
raised issues relating to their management capability and sKilks.question being

whether the requirement was to review task or people and the risks plosexiwas an

124 They decided to completely outsource R&M delivery and to TUPIE EHeD
1 These being the “defence” measures espoused in “Cleaning Mes#is2 Inside Housing 2012
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expression of a feelingf “inferiority” within the review process, with the capability to
manage the process being supported or undertaken in some instances by the use of
external contractorsTheir feeling of “inferiority” being born out of a lack of trust,
insufficient experience and a fear of opportunistic behaviour on the part of the
Supplier??® There was an acknowledgement that this additional managerial support did

increaseex postransaction costs”’

A feature of the “Buyer” hierarchical structure is “Grade” management, where
individuals seek promotional opportunities for grade advancement, which may
negatively impacR&M service operations management in the stesrh SRB“The
difficulty within the public sector is that people move around their businesses on a
role by role basis...There are eammples of people who have worked in estates
departments with no experieregalbeit they have worked for the authority for 20 ys

and they get there because there is a grade that needs filling and the orgamisati
needs to find a / fill a job at that gradeThree of the “Buyers” interviewed questioned
whether they had the caphtly or the resources to manage the contractor review
process. A position supported by the NGO1 & NGO2 who suggested that thef lack
capability was impacted by a “lack of ownership” of the review process and a lack of
competence in relationship management. (Seetion4.5.5) All contracts have by
definition a role of “Contract Administrator” who is designated as the “Buyergeow
manager of the contract. There was consensus within the “Buyers” regardingllthe sk
set that was desirous for this positioA position supported by the Industry

commentators, and one generally ignored in practice!

Several of the “Buyers” questioned if the metrics being reviewed reflected wbkat wa
required contractually or the level of actual performance being deliv@egdnall and
Ballantine, 199% With several believing that the contracts should have been more
specific in their drafting or that the contract did not specify the desired oesscemught.
(See Sectiom.3: Contracty Management of contctual performance idy the KPI
without an acknowledgement or understandinga# the KPI's areachieved, how the

KPI data is capturedyr if the KPI's are critical to the services objectives. (Seetion

4.4: Measurement)

126 0r own colleagues who had procured the work within a “suicide biddémgier process.
127 And was never budgeted for.
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The procurement process (S8ection4.2: The Procuement of aitsourced arvices
routinely stated within the contract notice that apliers used telemetritdd as part of

their FM service provision. AllBuyers” with the eception of “Buyerl” had web
access to their “Suppliers” live service deliveryadain practice the opportunity to
maximise the information provided within the Value network was not taken, most of the
output from the telemetric suppliers was used reactively to support volumetric

measurement as opposed to proactively to effect impravisnreservice delivery.

Suppliers — Managing p erformance
There was clear evidence of MBO in all the “Suppliéf¥it the point of service

delivery. All were comfortable with the numerical / volumetric output which was linked

to “productivity” and reward. Computerised operating systems and theolse
technology where utilised +enforced MBO Additionally, all Suppliers measured cost

and value via a forrof CVR at the contract leveThere was no evidence gained from

the interviews that the contract KPI's were used as internal measures or to develop
service delivery standardSee Sectiod.4: Measurement and Sectiér8 The Contract

— Suppliers perspecit.

“Supplier 1" had developed their performanamanagementpractices and had
implemented a balancestorecard which was drilledbwn to contract level. Within the
scorecargdthe principleoperationalmeasurements of service delivery at a field level
were engineer utilisation® and quality** and associated metrics for the business
support unit / call centre. All the operational SBUs were linked via metrics anelssucc
had to be achieved in all business unitscietainperformance bonuses to be triggered.
“Supplier 1" used the outputs from the operating systerdrive their pricing model

The pricing was dynamic and gave a detailed and accurate assessment of the actual time
and cost to complete works which could be related to the SOR'S information was

used to procure suppliers and to compile whole life data for the various housing
archetypesAdditionally, “Supplier 1" used this understanding of activity/ utilisation to
better manage capacity plannitggtrigger recruitment for hetfesk staff anédditional

trades.However it also adoptl anaccounting based a CVProcess which created

128y/ehicle tracking

129\ith the exception of thBLO being managed within the operations team of “Buyer” 1wienet
were no objective measurements of service delivery.

130 An expression of volume and time , as opposed to working eithiesr & completing “x” jobs /
activities

131 First time fix rates andeturn to completed jobs.
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conflict betweersome of the board membeWith CVR figures being used to calculate
financial incentives at the “board” leveMWhose figures actually reflected the

performance of the business?

Managing for Quality and Value.
Several questions were put to the “Buyers” in terms of their perception of “Qualdy” a

“Value” within the context of management and measurement structlites.
understanding of value and qugland their “standards” varied between the “Buyer”
interviewees. The general view being th@uality’ is achieved by the delivery of the
services.

“I think that it is about doing the job properly. Quality only becomes an issuewa

lack of it is discoered'. MLD

The contract award evaluation criteria is predominantly based on the “Most econom
and advantageous tender” which is typically weighted on a 70:30 b&Bisa# versus
Quality”. “Buyer 27, as a top 5 Social housing provider successfully procures £145.0m
of R&M services per annulif, but acknowledges a lack of competence in its ability to
manage service delivery. The impact of strong skills or well developed management
capability in a specific SB&Jand its ability to distort the overall perfoamce of the
organisation was identified withim all the “Buyer” interviewslt was not however an
unintended consequence but a source of power and influence with the organ{Saton.

Section4.6: Supply Chain Management and BusiriRsktionships).

But is doing the job “Quality”My researchdentified thathas been an assumption in

the pastwithin the Sectorthat reaching people and delivering services constituted
“effectiveness™*Wwith SPV1 describing quality &s.. a misnomer it is nothing more

than doing what you are contracted to dols “Quality” a human construct that relates

to the capability tadesign effectand manage service delivery to an agrstshdard?
Consequentlyjs a failure to achieve thagreedstandard poor “Quality"Zlearly he
definition and measuremermif the “standartl is critical. Gummerson(1998) indicates

that quality is “perceived by the “user specialistthe customer and expressed as
customer satisfaction, value to the customer and revenue to service supplier”.

Additionally, he develops his argumertt include what he identifies &€ustomer to

132 The measure of success being the value paid for the volumessfrihiees obtained against a pre
ordained budget.
1331 ittle must have changed in the 16 yrs. Is thisiblis sector perception?
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Customer” interaction which is a featureaiftsourcing andhe Social busing market
place. The “Buyers” of outsourced FM services arerpeived to add value ithe
relational exchange for the Residents, suggesting that this calls for “novelaepgso

to management, “as current management theory and practice are not sufficiently

sensitive to theustomer'sole in services”. (p10).

Kok et al (2011) distinguish between “value use” and “exchange value™V alue in

use” refers to the specific quality of a service or taskich the user experiences in
relation totheir need”. The “exchange value” is “the value and monetary amount or
price theuser is willing to exchange and the risk that the user is willing to take” (p252)
The actual assessment of value is dynamic and relatiandl is determined by
customer perceptiotHowever within the context of the research project the delivery of
R&M services was a key indicator for the Resident to express overall satisfaction with
their landlord. The management processes observed could only be deemed as traditional
housing managemeptactices, and by the “Buyers” admission failing to achiexsue

in use”for their customersvalue for the “Buyers” within the context of this study is
“exchange valueas it procured within the context of the contractual relationships. Low
“value in use” is only amssue forthe “Buyer” when it is discovered,e. a steamof

complaints.

Examination of the “Buyer: Supplier” contracts reveals that there are generaliyent

links to R&M service performance and the Residents. Consequently the unintended
consequence of R&M service incompetence and its inconvenienecdccao the
Residents can be deemed as Taguchi's (1986) “loss to society”. The only source of
recourse that the Rident has is with the “Buyervia their tenancy agreement and the
Housing Act 1980. Andreassen (1994) suggesting that where public sempp&ratecas
monopolies, dissatisfied users who wishmprove service performanbave no means

of doing so other than to voice their dissatisfactibrtould be arguedhat economic
theory has analysed monopolistic markets in terms of “offered qualig’established

that improved quality equates to greater costs particularly when a lacknafement

has to be replaced by performance control by external auiglsorite. HC TSA.
(Keehley & Mac Bride, 1997). This dichotomy is considered withattion4.2: The

Procurement of outsourcedrsices.
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Generally théBuyers” considered to have obtained good value if the services procured
were delivered for the price at which the contract was awarded. This is contradicted by
the data identified within the HGhd TSA reportsand potentially creates a dichotomy
between “Value in use” and “Exchangalue” within the “customer to customér
interaction. The impact of short term contracts exacerbates the issue due tooh lack

investment in service delivelyy the ‘Suppliers”.

A final issue relating to management of performance is the appropriateness of a
contingency perspectivewhich recommends sensitivity to variations in the
organisational context and boundary conditions. Lam (2008) suggests thatafrom
strategt management perspectiveanagers should always review the technological,
social and economic changeand seek opportunities to develop and improve
organisational performanaelativeto competitive changes in the market place and in
custaner expectations. Sulek & Hers¢010), argudhat all systems and processes
“are subject to forces (such as entropy) which will increase variation and reduce process
performance over time'(p478). The use of Operatingskems by FM service suppliers,
frequently soughtis an “Order Qualifier” in the procureme@bntract Noticewas a
performance management tool which was not “readily” adopted by the inditfatvith

HAs considering splitting or bundling service delivery by defined segmentation as a
defensive measure agdirex postopportunistic behaviour (“Clearing up the mess”,
Inside Housing 2011) .The possibility of 7 suppliers working on the same operating
platform is remote. The capability of HAs to significantly develop service dglives

to be compared and corgtad to the transaction costs of managing 7 FM contractors.

The research considered the “cost” of contract management in terms of time and finance.

There was a view from “Buyer 3” that the cost of contract management was “immense”
and that they were taken aback by the level of involvement in-tieriid groups to
which there was a binding contractual attendance requiremeéditionally their belief
was“We have “paid” for this all this bureaucracy within the tender priceand the
contract is operbook!” RB3

“There is a desire for the sector to move to a partnership approach and demonstrate
modern procurement practice. Themaller HAs generally do not have the resources

134 Although a contractual requiremiestipulated within the procurement process, this is frequently not
enforced by the contract Administrators who have to manage suppbevice delivery.
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available to mange within thesiypes of frameworks. Larger HAs have the resoel

but this is an administrative cost, and generally they do not have the capgabBiB3.

Is this a case of managers having to deal with the unintended consequences of previous
actionsGray (2009)

Management Skills
There is a substantial bodyl@érature which has attempted to identify the management

practices required to improve service performarmé much of it is theoreticand
practice light (Leeet al, 2000.The challenge for the management cadre of botlyéBs”

and “Suppliers” is multfaceted. For the “Supplier> The strategic positioning of the
organisation within the market place and the achievement of fiduciary requirethents
management of outsourced services from within their supply chain & FM service
deliveryand the contractual andlationship management of their “partriengthin the
Value retwork. From a “Buyer” perspectiyéhe positioning of the business to comply
with their provision of housing services via Government & N&f@lating to fiduciary
practice, compliance and thmmanagement of their outsourced suppliers to financial
budgets.

The notion of competence (competerd.atin verb “to be suitable”) was originally
developed to describe an individual's ability to respond by the contingent demands
placed upon them by the environment. Lewis (2003) suggests a competence model
where the level of managerial competence is expressed as a requirement of the market,
but fails to address evolutipand how competee is enhanced or increas&bes a

market create its “ceiling” through tradition, practice and dogma?

Fig: 4.25Management competences
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This concept as interesting assitdoes not develop how the competenceghold for
each market is assesl. Equally as markets develpps there a need to flex the
competence levend how is thigo beachieve@ Equally what is the construction of a
competence quotiepts it driven byarole within an industry or a role across industries?
What is the impact of protectionist behaviour by the dominant grobjg?stifles entry
and therefore the evolution of thought and practice-affirming “traditional practice”

in the process.

Managem ent competence - Strategy
“There can be little doubt that t@lity” is nowadays among the most critical of aspects

for the strategic management of a services firm”. Robeldol(36®B) However there is
a controversiadebate referring to the conceptualisation and measuteaieService
Quality within FM. (Tucker & Pitt, 2009) where there is a propensity to either rank

everything in a league table by benchmarkifgr categorise with a “numbef*®

Buyers
As discussedSection4.1: Structure) the practice and structure of the HAs is in theory

guided by theKLoEs. A at NGO2 suggests thaPM and its impact on running a
business, procuring services and managing delivery and relatiopshare all new
skills for the HAs ... which willbe aligned to the type of organisation that they are
they all have different characteristics depending on their histgrglevelopingthe idea
that we all start the procef®m differing positions, onsequentlyputting additional
pressures ofistandarded processes and practicéghe unintended consequences are

increased transaction costs.

The cost of R&Mseavices and operating budget dmey drivers for the strategic intent

of HAs , “...which may be influenced by access to and the céstding their
organisations R at Deptof C& LG) of which is further exacerbated by polarisation

in the “Buyers” and their supply chain where complexity of size manifest itselfhe
procurement practice required to meet the needs of the organisation and the desire to
achieve services at a price which in turn is reflected in contractor capabilitgl a
service output” (Rat Dept C & LG)

13Developing the conceptWe are better than the average
136 Confirming a conceptWe are better #n the number below us
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As discussed“Buyers 2 & 4” claimed a core competence in procurement practice
demonstrating a capability to ensure a national suppliR&M services for highly
competitive pricé®’. “Buyers1 & 3" questioned if they had that capability within thei
structure and managementdog and so utilised buying consortia and procurement
consultants to assist in the selection and procurement reicesesupply, with the
corresponding increase @x ante and ex postansaction cost and the increased risk of
“supplier” opportunism. fere is a further “step away” in terms of establishing a “Buyer:
Supplier” relationship and &..feeling of buying a commoditised product off a
shelf”.RB3 Additionally, the issues relating to “suicide bidding” are not addressed and
were experientially increased through the selection of the larger natiomahators
supplyng R&M services to the smaller HAslowever for all the “Buyers” interviewed
the achievement of the price equal to or less than‘thedget” remained the overriding
“selection” criteria within the tender award proceSseSection4.2 The Procurement

of outsourcedeyvices.

Relative to this study as strategic intent and th@osition adopted relating to the
delivery of services As stated; Buyer” 1 desired to tally selfdeliver R&M services
However they did not routinely measure “qualjtydnd examination of internal
documents and the outputs from the ethnographic sessions identified conflict between
the actual levels of performance atitbse reportecit “Board level] which would

potentiallyquestion the Executiv&rategic choice€lohnson & Scholes, 1999

“Buyer” 2 was a “national” housing provider who had a mix of DLO and outsourced
services. Following a strategic review they had elected to tender alR&#rworks

and to go to 100% outsourced services dejivAdditionally their aralysis of the cost

of self delivery of R&M services identified that they were economicahgustainable
“...they were a classic example of a monopoly operating without competitive clggfen
KB2, and that there were economies of scale to be gained theffegtive procurement

programmes.

“Buyer 3” outsourced service delivery but expressed a desire to Sa@ke of the

services back in houseThey had experienced poor quality of delivery and were

137 Better than the last financial year and below the budgeedfutirent financial year
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suspicious othe contractor, believing that they were achieving good valueven in

an open book scenariw cost effective supply?®

“Buyer 4” — a “national” social housing provider had adopted a 100% outsourcing
policy for R&M services delivéf®. Having reviewed their management capability they
concluded they did not have the capability to manage self deliver, and the interviewee
expressed a doubt that they had the capability within their regional strttn@nage

the outsourced suppliers.

Both “Buyers’ 2 & 4 had data which challenged the competence model of Lewis. All
the organisations espoused a corporate strategy as being defiaedhat concerned

with the overall purpose and scope of the organisation” (Johnson & Scholes, pl1), but
to some extenthey were challenged by the operationalisatidértheir strategyand so
sought to minimise the exposure to risk that outsourcing entailedSEgatien4.3: The

Contract).

Suppliers
“Supplier” Strategic irgnt was as discussed $ection4.51, the interviewees advised

that strategy primarily related tcreating shareholder value and irrespective of the
words was “numbers” driverfAchieve X % profit and grow market share “increase
shareholder valueMM3 However in terms of design and content it followed a
corporate template and there was consensus within the interviewees thahttgy str

was not owned by the “management” as it cascaded through the hierarchical structure as
evidenced by SBland geographical variance in performance and compliance. (du Gay
2000)

Management competence — Operations.
Lewis (2003) links the management of operations to the analysis of organisational

competence suggesting that operations management has increasing addressed the
alignment of operations and the market or industry in which the organisation operates.
A uniguefeatue of this section of the FM industry liggh volume of service activities,

supply chain interaction and TUPEAs a resultinformal benchmarks are abundant,

most of which are used to impede levels of productivity to those within a traditional

138 There is a potential saving of the 20% VAT element of theeprovision for RSL who self
delivered services

139 At the time of interviewhey were also actively looking to outsource other service pachtional
activities
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“range”, based on “old” methodology andold” technology (SeeSection 4.4:
Measuremst). This impacts revenuggrofitability, and service delivery. Howevere

the “Supplier” management practices and the design of the service delivery truidalign
to the “procurenent requirements” of the “Buyer” or the actual requirements the market
place as dictated by tfi8upplier™?

There was a beliafithin the “Buyers” that the levels of management skills were linked

to the discipline in which they worked. e.g. there are under graduate housing degrees
and qualifications from the Charted Institute of Housing which are a prerequisite f
advancement either within the HA or the industry, with a similar requirement for
financial positions i.e. CIMA, ACA. There was no evidewtesimilar practice for FM
management Generally, Asset operational management was deemed by the
interviewees to be of a poor standard driven by a “competence (Kapdpetrovic,

1999) and managerial operational behaviours (Haywaoder, 1987; Mudralet al,

2004) driven by bounded rationality. (Lewis, 2003)

“Control of public service quality is a recent trend within the context of pubttos
management” Ancarani & Capaldo (2001, p331) propose that there is a requirement for
change at both ra organiational and technical levelFurther siggesting, that
management skills should be comprehensive “not only in the consistency of service and
in meeting customers’ expectations, but also in the efficiency of tedhaied
organisational process’(p333) the challenge for managers relating to evaluation
specifically the aim of evaluation being carried out and the evaluation method. They do
not discuss capability or the motive for action.

MBE suggests..... it is about intelligent client management, and thieeds someone

who has a “business brain” on them... it is about what you can do as a client to
ensure that your contractor can meet the required levels of performance and
delivery ... generally when contracts fail in this sector they have not solely been

contractor issues, they have been badly managed by the clients”.

There is evidence of increasimpmmoditisationof R&M service delivery, which is
being exacerbated by the procurement process $8eton4.2: The Procurement of
outsourced servicgsand tle use of standardised pricing methodologidsis
commoditisation of activity, shapes both management practice, which fits the
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bureaucratic model of managing by objectives (MBO) Dahlsteal (2005) and the
traditional mechanised working practice of thyeratives, in theory further deskilling
them in the proces¢Buchanan®& Huczynski,1997) but achieving a level of consistent
service delivery Macdonaldisation, ( Ritzer, 1993}°

SRB arguesfrom a clients perspective all you actually want is efficienethe SOR
ensures that you do not pay for the inefficiencies of your subcontractor. Evetybo
knows what they are paying for in the pricing of a specific task and they m&sa set
standard for quality—if the job is not correctly completed or they take 4 times as long
it is at their cost” The provise being 1.thetime to complete the woskand2. The
quality of the service activityThe impact ofthe ex posttransaction costsonsidered
within a SC? SRB additionally suggests..that SOR’s workvell in conjunction with

an effective “operating system”, additionally they can be semm administrative
burden if it is not doneproperly. A small HA with 5000 properties would expect
20,000 repairs per year. That is 20,000 jobs reported, 20,000 jobs deployed, 20,000
jobs hopefully fixed first time and 20,000 jobs invoiced. Additionally where a price per
property model is adopted this poses operational challenges relating to the
development of Nonactivity”.

MBE commented that he frequently asked HASHow much it costs to run a
contract ?”, with most advising that it was the “ invoice cost” that they paid for the

services, indicating that they did not track or measx@ostransaction costs.

All “Suppliers” highlighted a weakness in the managema&nbperational service
delivery. The issues identified a predominance of trade skill base over mansigésal

and a greater value of perceived experience and technical knowledge over managerial
capability. There was a clear “construction” culture as opposed to a “service” culture in
all the organisations intervieweavhich was re-enforced by the structure and issues
relating to “Span of control” within the businesses. There was an expression g “doi
and not managing” and comfort with the MBO working practices of managing numbers
and acwities, not people and outcomes. Tivas reerforcedby the traditional working
practices of the industry and the use of SOR methodolagthid a feature of the Social
housing marketplace specifically relating toavork process design and resource

management? Or a feature of public sector outsourced FM copteact®***

140 Consistently average!
14 My work in FM in different outsourced public sector marketsuld indicate that this is “in common”
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Management competence: people and the impact of TUPE
Are the management challenges exacerbbtiedUPE?This a major feature of this

market, where aeadymade workforce (skill capable or not) comes with winning the
contract.The interviews provided mixed responses, with all recognising that you gained
a work force and that a TUPE'd work force did not reflect the skill capability or
productivity alludel***to in thesubmitted OJEWid document submittedhe potential
consequencesra “performancegap” in service delivery that differs frorthe clients
“contractual expectations”. As Service Quality is expressed as -&Qi#Pthe bid
process*‘designing ifi initial contractualfailure and contributing to théperennially
failing: never actually achievirigdebate? As Gray (2009) statéBhe unintended
consequences may always be with-Umit some are more foreseeable than others”.

Additionally, there has been much written about the recruitmenttg®ieand training

of employeedut little with regards to understanding the impact of TUPE on motivation
for the TUPE’'d and the incumbent workée within FM service providers the link to
variations in service performance due to angpatible goals and objectivef. a
workforce is frequently transferred from employer to employer due to successful
tendering and contract win&“with little investment in training and developmenhat

Is the impact orservice delivery and the consequence for both “Supplier” and “Buyer”
and the employe@s Does the meaning of work change by “Brand”? The unintended
consequences increased inertia and greater tmt®n costs due to imperfect
commitment?

DS3* it is remarkable that a HA which has experienced variable levels of quality
relative totheir contractual expectation®f service delivery, goes to market rather
than extends a contract period to seek an economically improved deal, and expects
the service deliveryo be quantifiably improved by the new contractoRAdditionally

at a “round table” event sponsored by Inside Housinty 2011, a delegate “Gordon
Brockington” caused consternation by proclaimifWije look at a return on our
investment over the coursd the contract.... our worst case scenario is a contract of
3+1+1+1 yrsYou are never going to get anything from us because we are not going

to put any money into it"***

142 0r the productivity expected to be achieved within the pricing mafdéle service supplier

143 Almost always achieved via marginal pricing

144 Brockton was a senior executive with a major supplier of outsoseeites to the social housing
sector. This myanisation ceased to trade in 2012,
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Commentng of the deprofessionalization of managers working with a comitiset

sewvice delivery processGrey, (2009) suggests “That it may well strip out those
(managers) with the greatest degree of technical knowledge and experience of the
services that the organisation offeretfforgan (1997)suggestghat “the mechanistic
approachd organisations tend to limit rather than mobilise the development of human
capacities, moulding human beings to fit the requirements of the mechanical
organisations rather than building the organisation around their strengths and Igsbtentia
Several wrigrs discuss the impact of standardisation of working practice (Johnston &
Clarke, 2001; Slaclet al 2009) but when considered within the context of goal
displacement (Merton, 1940) it enables the process of evacuation from the meaning of
work, with the unintended consequenceboéedinglow commitment and low quality

due to a focus on the means and not the, and simultaneously the erosion of
employee discretion. The operationalisation of management practice dinkarket
structure.Giddings (1984)proposed the concept of StructureAgency, and in the
operational mamgement oEommaoditised=M services it is clearly not caseaither/ or
butboth/ and whereghe duality of structure and action is clearly evident. Here structure
conditions and shapes action, and action reprodndee affirms structure.

Opportunism. The issue of agency.
My research identified the potential for opportunism within the relationdlagyge and

indicated the areas where the “Buyers” interviewees believe where they weiskare
From the “Buyers” perspectiyevidence obpportunism was discussed which impacted
bothex anteandex postransaction costs. The procurement process covers the issues of
ex antecosts, with the link made here to management skill and the procekseed to

fulfil the OJEU procurement obligations. The issues being bounded rationality and
information asymmetry':Do they know what to ask for? Do they know the relevance

of what they have been given? Can a decision be made that satisfies the reqoteeme
set out in the contract notice and realistically addressed the service needs of their
clients? SRB. A Position supported by Dad¢ al (2001) who discussed the impact on
the clients when the delivery of services was not in line with those purported or
“expected”

Relatingto thedelivery capability of théSupplier’, BB2 proposed thdtt is a route

that we are driven down. In most cases contractors have these method statements “off
pat” —they have provided all the info that comes with-tut in reality it does not tell

you if they are good bad or indifferent. References from other HAs can assist, but
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they must be taken by people who really understand the services that we are
proposing to buy and we take buying consortia references with a pinch of salt
Opportunism is a two way streéSuppliers” cited instances within the tender process
of information asymmetry, relating to the provision of information which would (a)
inflate the tender priceinformation relating to staff levels and TUPE informatiand

(b) reduce the tender price to achieve low competitive tenders pricé8uyers
suggested the suppliers frequently supplied information as part of a tenderssutomis
that was irrelevant, retentive or misleadiag example being method statements. (Dale
et al 2001). Grezeskowiakiet al (2009) suggesting that exchange partners are

motivated by self interest.

The contract management process and performance review process highlighted the
issues of moral hazard. &rethnographic study of “Buyer”1 identified both vertical and
horizontal control of information within the SBUs. This was via controlled and didtorte
information and bounded rationalitfhe motivefor moral hazard was discussed with

PB1, who cited thatis role had moved so far from what he believe it tateg he was
maraging the information to creagepicture of what he believe people wanted td“See
(Kirkbride et al 2008 However his direct reports were awariehis positionand were

using the situation to their own political advantaggich was observeaver the 4

months of the ethnographic research and which resulted in the Asset management team

ceding control of a critical process to the Housing team.

“Buyer 4” expressedssues with the reviewrocess, iting the capabilityof individuals
to manage and direct current and future actiorgs Taised further questisnwhich
were used to develop future interview®me of their specific responses were
e Management motive and cultural issug®als not achieved am not bothered
about the review processno one goes the extra yard to improve contractor
performancé Buyer 4. Is outsourced service performance important to the
manager and their perspective relative to the overall positioning of the $a&ine
“We do housing -My team do procurement”(Kok at el 2011)
e Management working practicesskill development and exposure to reviews/

working practices limited'does not drive optimum efficiency”

%5 The management board of the organisation
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Within the “Delivery PerformanceReview” process and its managemenAll the
performance data to be reviewed was nearly always provided by the “Suppliers”.
Reviews followed the same template format and outstanding issues were carried
forward. Frequently it was not in the format or depth required by the contbattthis

was never addressetknsen (2003) suggesting that actors will exploit the gap between
what is meaured and what is wanteBIBE suggestingthat this is constructed by the
“Buyer” environment and the constant rotation of contractors due to the length of
contract period andubsequenthanges in presentation format. Identifymgotentially
negative peition, this would decline further due to the reduction in “revenue” size of
the contracts or geographical bundlibgle et al (2001). Was this as a consequence of
ineffective management practice by tHiBuyers” management or excessive trust or

ulterior notive? That was not established during the research process.

From a “Suppliers” perspectivdbounded rationality, moral hazard and information
asymmetry were highlighted as the principle “enablers” of opportunistic/toemar his

is driven to an extent by the pricing methodology adopted within the procurement
processA case of management having to deal with the unintended consequences of
previous actiori.e. SORs can create an opportunity to job build and at the other end
of the continuuma price per property could drive “nomctivity”. Either extreme
position increased transaction costs and diminished tidernally, Information
asymmetry was frequently suggested as being practiced to ensure that “delarnesy ag
expectations was on track” and it@luence increase loyalty towards the supplier in
relation to their experience of cost performance (Sen&l 2003) Additionally, to

build resistance to switching costs (Lahal 2004) if the performance was not as
expected or in line with contractual requirements or as Andressen and Lindestad, (1998)
argue, in support of the “brand leaders imatjé”.

Internally the “Suppliers” issues related to goal and target setting for pribdtyc
thresholds, where results andeoating processes were ignorediafty controlitems
are beingmade to fit contractual requiremeraisd performance data beingsneported
— the issues relating to the bid team submission and the reality of theesdelivery
team in provision of FM services. This was highlighted throughout the hierarchical

structure of the organisatisnBounded rationality on the part of line manageish a

16 With a passing nod to Connaught and ROK
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motive of an easy lif2 orthe potential for financial incentig bothbeingcited asthe
principle drivers. Additionally Dalet al (2001) provideevidence of théransient nature
of senior managementthe “milk and move” scenario, driven in some instances by the

use toxic incentives, which increases a lack of stabilitiiiwithe organisation.

Managing the relationships
Lonngrenet al (2010) suggest that supply chains in this sector evideacmarked

tendency for waste and inefficiencgiting poor design in process and relationship
management practice. Supply chain mamagnt is .the task of integrating inter
organisational units along the supply chain and coordinating labour, materials
information and financial flows in order to satisfy customer demand” (Stad0e0).

The building blocks of what is deemed as a “cooperative strategic alliance” éL.ale
2002) is central to an efficient business relationshigh supply chain optimisation
drawn from established management theory. (Emmett & Cro@kK€6; Ellram and
Sifred,1998.

The trading relationships within the industry are predominantly shaped by theform
contract, and the internal organisational relationships through which the service
proposition is developeand coproduced. (Se8ection4.6: Supply chain anagement

and Businessetationships)The OJEU procurement process and the “Buyers” market
has not shaped the “Suppliers” operational structure and practice, as evidenied by
variance in all thre€Suppliers” strategic positioningBut is the relationaéxchange or

the relationship maaged at any point in thealle networR Is it a symbiotic or

adversarial relationship

Section summary
The research identified that the organisations central to the relationanegeckvere

bureaucraciesThe design choes of the “Suppliers” made either at a strategic or
operational level were not directly influced by the Social housing environorent
specificallythe AC’s KLoEs. Construction thinking and-B logic pervades the supply
chain where processes have becoommoditised de professionalising and de skilling
in the process. This is driven by TCE and low cost strategictitdgorovide Value in

exchange within the procurement process.
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NMP and the adoption of “market” influenced technology and process wheah tallie
traditional operating structuteas increased bureauticapractice negatively impacting

the achievement of the desired performance objectives within the Buyer origasisat

Set within the context of the research was the mamagt dichotomy of quishtive
versusqualitative and the cagbility of managers within the alue retwork. Lam (2008)
espouses that the “ultimate aim of managers is to ensure that resources are effectively
and efficiently used to accomplish organisational objectives” (p22®.A C (2005)
advocates that social housing services should be monitored and measured to ensure
“Value for money. Whilst it details what should be measured from the perspective of
outputs, it fails to mention what management input should be adoptedein th
management and monitoring process to improve service delivdsya consequence

strategic competencidmve the potential impact the delivery of the service proposition.

Both “Supplier$ and “Buyers” are measuring performance at the point of delivéry w
volumetric and temporal measuremenmts the form of KPI's (See Section4.4:
Measurement) Thesmay be enshrined in practice, enhancedimcurement activity

and contractual structuresas a defensive measure against opportunism and poor
management ractices. However due to misalignment andjoal displacement
knowledge gaps are created which have the potential to misinform and consequently
misguide management practic&his challenges structural contingency and strategic

choicetheory and the fit ofhe organisations to their environment.

The performance review process and the generation of management informates creat

the potential foopportunism when linked to low skilled management capability.

From a management perspective thererscairement for performance outcomes and a
different management focus to deliver them. Thiesd pose questions relating to
bounded rationality (Lewis, 2003) and competence traps (Karapetrovic, 1988in

the relational exchangéhe principle question relates to the management capability of
organisations withirthe Value network and its attempts to mitigate or marginalise
trading risks and the unintended consequences that this fposesreased transaction

costs

201



TUPE is a feature of this market place. This potentially has a self limitingt effec
service delivery due to a lack of investment in the skill set of frequently traetsferr

tradesmenvhich is compounded by the skill sets of the “Supplier” managers.
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4.6 . Process: Supply chain managem ent and
business relationships.
This section cosiders the Relational exchanfm the perspective ofBuyers”-

“Suppliers” and the Value network. It discusses supplyain management, the
inference of*“partnering” and the impact of polarisation dhe setor. Power and
politics relative to “ownership” in the exchange is considered with a comment on the
perspective of the “intelligent clienttelative to relationship development and

management.

Sub sections

Familiarity with EU policy and process

Current procurement process activity

Process within EU public procurement directive 2004/18/EU
Buyers familiarity with the EU procurement process
Contract notice design

Suppliers familiarity with the EU procurement process

The perceived inefficiency and costs loé tEU policy
Organisational incentivepressure and attitudes

The intelligent clientsupplier selection and availability

Section summary
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Coase (1937) suggests that traditionally only hierarchies and markets have been
considered in economic scienéer coordinating economic activities and resource
allocation. Williamson (1991) promoted the notion of collaborative / partnering
relations as being characterised by tBayer” working with a number ofSuppliers”

over an extended time scale. A feature of these relationships the reauicérhegher

levels of communication, interdependence, relatispakcific investment and
commitment potentially supported by a form of contract. LehtoR@06) contrasts this
postion with transactional approaches, in which the products purchased “....are usually
non strategic and standardised and the selection of the supplier is based onigempetit
bidding. The amount of interaction is minimised and only a few people are idviolve

the management of the relationship.” (p4%¥vera writers have written on inter
organisation relationship types and commented on their merits and the disagl\antag

various relationship types. (Mentratral, 2000; Cousins, 2002).

The businesselationships at the centre of this study can be considered as “Business
services, (Ellram and Sifred, 1998Here the purchase of servicasd the role played

by procurement in a structural context for the “Buying” organisation is central to the
delivery of their business propositiowithin the context of tld studytheyare grouped
within the “industry structure” and are considered from the perspectiveBoyer:
Residernit relationships, “Buyer: Supplier” relationships, “Supplier: Supply chain”
relationships and @.a collective within a wider valuestwork. See fig 4.1.Section4.

Findings and Interpretation of Findings.

There are additional dynamics at play, specifically relatndK statutoryrequirements,
the provisionsocial fousing serviced’ ard European procurement law, relating to the
provision of outsourced services to Government bdéflesThe “Buyer: Resident”
relationship is primarily considered from an economic sense as being “noofift. pr
The supply chain, predominantly its first tieontractors are PLC'ssupported by
severaltiers of regional FM specialist service supplieel of which are primarily

driven to create shareholder value. This creates a potential dichotomy in values and a

147 The Housing Act 1980
148 Directive 2004/18/EC relating to the coordination of procedimethe award of public works
contracts, pulid supply contracts and public service contracts.
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different markeperspective within thBNorking relationship”. All the actors within the
market can be considered to some aspect “Stakeholders, and from the perspective of this
study Stakeholders can be deemed as Payer, Beneficiaries and Participants. (Johnson &
Clarke, 2001)

The Value retwok has at its centre the “Buyer: Supplier” redatl exchange. The
market and its practices influentiee player'sorganisational structure¢See Section

4.1: Structure) The procurement practice and operational processes are highledggulat
controlled ad defined by the level of contractual compliance ameiformance
measuremeniVorking practices are governed by contract, unions and trade bodies and
when outsourced contracts are won: lostthis sector, the employees move to the

winning contractor antheir T&C'’s remain the sam&.

Client side: The Buyers
From an internal perspective there are two sets of business relationshigsbding (1)

the relatonships within the “Buyers” SBUs and (2) the organisation (§B&lationship
with the Residents.
Fig 4.26 BuyerResident.

Buyer:HA’'s +——— - | Residemnsor

LA, ALMO, property user
RSL "

The ethnographic study of “Buyer Provided an illuminating insight into the operation

of a HA. There were themes relating to emerging operational issues that were discussed,
mitigated, traded and ignored through a process of power plays and negotiagens. (S
Section4.6.4, Powerand politics in relationshipsThe effectiveness of the “Buyer”
busines proposition was linked to the level of conflict and coordination (Buchanan &
Hucsynski, 1997) within the SBUs. The critical elements beguogl alignment and

goal evaluation, boundary management and overlapping authority. There was a
consistent theme iall “Buyer” interviews that there was a degree of conflict within
SBU relationships in th&Buyers” structures. This was primarily based on a perception

of capability, which was supported lata contained within exteathaudit reports. i.e.

the A C praising or criticising individual SBW. It was acknowledged by the
intervieweesthat this conflict potentially impacted their sees delivery to their
Residents.

19 TUPE —Transfer of Undertakings (protection of Employment) (TUPE11Begulations.
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“Buyer 2” Shared Business Services repoiiuring 2009 senior managers endorsed
a view that certain colleagues who were responsible for the management of service
contracts, who directly interface with our customers and are critical to our success,

have limited skills, experience and knowledge in contract management”

The interviews identified several examples of indifferent working relationshipsbe
SBUs. There was evidence of zero sum games at all Jevelsalack of both economic
and interpersonafust between the business units. Within “Buyer 4” it was evidenced
that services were procuarevhich were sub economically viable, and where ultimately
the R&M service provision would be constrained or the “Supplier” would exit the
contract or resort to opportunistic or gaming activity increase revenueslhe
interviewee suggesting that the aaat gave them some defence, but he was
ambivalent to the impact on theeBident, his colleagues and the transaction costs that
would be createdderethe existence of financial incentives and poor goal alignnrent
addition to opportunistic behaviour ¢ime part of the actorincreased the potential for

adverse selectiorfJensen 2003)

There is no formal contractual retaiship between th&Supplier” and the Rsident
within the Value retwork The TSA report (2008) and the Housing Corporation (2006)
report reflect the views of the Residents relative to their relationship with theirddndlo
A of NGO1 suggests thdhousing management is actually about the Residents
tenancy agreement. It is iabout property managementhowever the chatter on the
blog sites challenges this vieWhe blog sites monitored as part of thetnography
process indicated the mood of the residents relative to the activity of the HARipgrta
to procurement activity.

“...it is about choosing partners wiselyReality4all. IH 11/06/2011

“.... it involves becoming “intelligent” by employing skilled people in house to
manage the contractual relationships with third partiesJack Daniels. IH 10/06/2011
Equally within the “Buyer: Resident” relationship there is a dynamic whicheela

tenure and time. Rarely does a Resident change HA .The Housing Corporation (2006)
identifies that 74% of residents have been with their landlord in excess of fidy8Sa

greater than 10 yrs. 73% expressed no desire to move home. Of those who wished to
move, only 20% of those residents were satisfied with the overall service of their
landlord and 19% were satisfied at the R&M performan¢C, 2006)Identifying a
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link between R&M service delivery and resident satisfaction with the landlord, |
challenged e competitive nature of the HAs interviewed, asking “if within a street
there were 4 HAs with identical properties why would a resident choose to rent from
them?” And “what would be their USP?” It is a challenge that the industry has yet to
consider as “Buyer 2" believes that the concept of competition is missing firam t
sector and that this potentially drives complacency."Buyer 2" trailed the cavfcibyet

“Net Promder” within its Resident communitieslt idenified that only 25% of all
surveyed would recomemd “Buyer 2” as a supplier ofoSial housig. The length of

the “Buyer: Resident” relationship is in inverse proportion to the typical lengtheof
relationshipbetween the “Buyer: Supplier” there was little evidence either within a
literary search or obtained from the interviews that this dichotomy and the impact of
frequent supplier change had upon the Residents and the “Buyer: Resid¢otigieia

This shold be an area of further researdihe HAs all conducted R&MCustomer
satisfaction surveysWere he principe objectives to establish tHevel of “Service
Quality” in the service mvision? The two issues identifiedelatedto a disconnect
between whatQuality” related to ér the “Buyer” and the Residerand the desigand
content of the surve}®

With the emergence of HAs from the Local Authoritidfeerehas been a requirement
for HAs to set up management boards with a core lmeeship containing a number of
Residents. A at NGO1 suggesting that this has worked on a “local basis” but rgyprovi
problematic on a national basgue to amalgamations and mergers of HAs, and the
heterogeneous nature of the newly expanded organisaiiside Housing 0642011
reported “that Labour MPs have criticised housing associations for becominggeo la
and unaccountableBeeSectiond.1Structure.To address the situation The Government
within its “Big society” programme has set aside funding to train 1500 reside sit

on tenant panels'Shapps launches tenant panels to hold landlords accountable”
Inside Housing 14/06/201¢*

150 A position supported by the Housing Corporation, TSA, and tiditACommission reports.

*1The blog comments were suppressing negative , suggesting th&aoméyresidents would be
recommended for the training programmes
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Supplier development / management. The “Buyer: Supplier”
Relationship

Fig 4.27 BuyerSupplierRelationship | Buyer:

Procurement
Consultant
Buyer: ——
Supplier: < Housing > Residents or
Contractors Association property user
A
Buyers:
Lawyers

A at NGO 1 suggests th&Buyers” and“Suppliers” trading relationships apgimarily
driven by a reluctage tolose control of the asseth@& transfer of asset management is
seen as a failure. It is wider than just the issues of R&M and is seariBas/er’
controlissue “.. Outsourcing was often considered as a result of a failure (to do the
work themselves against a continuing regime based of the constant desire or
requirement to improve”.(See Section4.3: Contract andSection4.5 Management:
People & Poces$ Pottinger (1988) describes theas “.. not willing entrantsto the
market place”.

Chin et al (2006) propose thahé¢ procurement process séhe initial tone of the
trading relationshipwhich is reinforced by the contract and the capability of the “Buyer”
to contract manage the “Supplier” and its supply chain. Givemtpertance placed on
R&M by the Residents, and the influence that it has on the overall perception of the

152 supplier development and relationship management is insufficiently

landlord
developedConsequently botkex anteandex postransaction costs agefeature of the

relationships.

The cost of relationship management and development was not considered by any of the
“Buyers” interviewed. ABlsuggesting that they had included the cost of todng

%2 Housing corporation (2006) & TSA surveys (2007)
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within their gross margif>>. The “Supplier” review process typically consisted of a
monthly meeting against a structured agenda, which looked backwards at the volume of
work deliveed and issues relating to complaints or H&S. In all interviewsias
identified that the performance data provided at the review meetings was prbyided
the “Suppliers”. (Se&ection4.5: ManagementPeople and Procésd concluded that
investment in the review process as a meainselationshipdevelopment was not

routinely considered.

Breakdown in trading relationships and associated costs was discussed, and the possibl
causes for determining service contracts. Lehtonen (2006) suggests thatedissolv
relationships within FM are characterised by the absence ofitaefsof the content

and the frequency of different types of meetings between the representatives of th
“Buyers” and “Suppliers”which in turn exacerbates shortcomings in communication
and interactions (p454). In additiopoor communication is a featuof this market
place which has an adverse effect on Resident satisfaction.,(Z8@8) Specifically
where the expectations of the Residents are not fulfiled and complaints’ getatin
service quality is not taken into account. Consequehgytrust ¢ the “end usersin

both the service provider and their HA is 163tAs discussed irarlier inSection4.6,

the design of customer satisfaction programmes was crucial. E.g. appointneemgs’ b
kept is more importanto Residents than to the HAnd a “first time fix” more
importantto themthan discussingthe joly with them There was no evidence of a
correlation between the customer satisfaction questions asked by the HA argiAthe
and HC. Additionally anecdotally it was believetthin the HAsthat that the external
reports contained awhingers charter”. PB1.However evidencegained during the
ethnographic sessions identified thia internalCSreports were frequelgtconsidered

in the same light.

At site leve] the shortcomings in “Buyer” contract management werefrequently
exposed, due to a shortfall in supervisor / contract management numbers and a lack
of technical /functonal service quality knowledgeBuyer 2 Shared Services report.

Whereresponsibilies between “Buyer” & “Supplier” araot sufficiently defined and

133 Given that the primary source of revenue for HAs is Housing hemef in the case of aged or sjag
needs housing this could be 100% this statement may not havecbaeste

%4 Buyer 1 had several issues relating to outstanding repairs whiel‘agad” in their performance
reviews
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as such consensus between the parties is eroded, particularly where variagons to

contract equated to additional and unbudgeted charges and fees for the “Buyers”.
Relationship developmentas restricted due to the content of the contracts, it being

deemed economically untenable for a supplier to put effort into “continuous

improvement, and additionally a lack of relationship goals within the relational

exchange."How does a contractual riationship evolve if it does not reflect the asset,

its use, and the impact of a beneficial service regim&RB

Polarisation of “Buyer” and “Supplier” is a feature of this market place. It was
evidenced that this is a concern for the “Buyers” as sealationships and the ability

to control or influence themdecreases with distance’BB3, with their perceived
defence being stronger and more punitive contracts, which have the potentiahe¢o furt
increase transaction costs for both “Buyers” and “Sugili&eeSection4.6 Partnering

Supply side. Supply Chain Management.

Suppliers
Materials &
Servicers

v

Supplier: Residents or
Contractors property user

T

Industry Body

v

BIFM
Buyer:
LA, ALMO,
RSL
Fig 4.28 SCM

As discussedthe procurement process and contractual arrangements are central to the
creation of the trading relationships between the “Buyer” & “Supplier”, aadyaided

by the management processes and performance metrics ad®dpieds strategic
relationship forboth parties, (Cousins, 2005) with the “Buyers” deciding to outsource
their requirements and the ufpliers”to seeking to develop R& servicesupply and
delivery as a core competence. There is a dichotomy between the two concepts of
Transaction cost economics (Grover andilihbtra, 2003) following a coslriven

approach and a Resourced based view (RBV) capability approach (Calb&riz002)
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which is frequently compounded by TUPEousins (2005) argues that that there is a
cross over between TCE and RBWith one taking greater emphasis than the other.
However with the “Supplier’procurementriteria heavily weightedh favour of Price

over Quality the key assumptions, constructs and propositions which underpin TCE, i.e.
bounded rationality and opportgm, have a major implicain for the management of
inter-organisational relationshipspecifically when contracts are agreed atsptimal

pricing levelsand where services are delivered within sub contract relationships

The supply chain
The strategicnature of supply haselen richly debated. Porter (198popularised

strategic and economic thinking in the 1980’s with his suggestion of the “generic”
strategy model. Cousins (2008)ggests that there is a litdetween cost focus and
differentiation and the current debate on transaction cost economics (TCE) and a
“differentiated approach within a resourced based view (RBVyas identified that

the principle selectiorcriterion for the “Buyers” was Price (Segection4.2 The
Procurement of outsourdeservice¥. As a consequence, the “Suppliers” seek to create
trading margin within their supply chain at the time of procurement rather ¢le&ing

to gain efficiencies through operational practice. Again ;Tik#tinded rationality and
opportunismdue to imgrfect commitment are evidenS1 “We have preagreed
pricing with our subcontractors butwe will still shop around to get the best price, in
these austere times, price is the critical issueThese factors are frequently
compounded where the contractual arrangements are not “back to back”, i.e. the
contract terms between the “Buyer: Supplier”, are not those agreed between the
“Supplier: Supply chain” either a second tier FM service providerprts or mzrials
supplier. (Se&ection4.3: The Contract).

Bounded rationality accentuates managehissues in the Valughain.These primarily
relate to the medignment of process and contract managenspecifically due to
management capabilignd in appropriate performance metri€ers ofsubcontractors
are utilised in services delivery® consequentlythere are catrol issues for the
principle “Supplief’, which impacts orservice delivery for the “Buyer”. Thistens

from misalignment of prourement, where thsulcontractors arengagedeither on a
labour or labour and material basis. They are contractedawitiourlyrate orday rate

135 SRB an industry commentator suggests that even tipeskesuppérs, are only self delivering 85% of
the works, the remainder being sub contracted.
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rather than a Schedule of Ratgs‘price perproperty basiswhich was the requirement

of the OJEU noticedowever where thesulcontractors arengaged on a “Stepped back”
SOR they have insufficient knowledge of their cost base to price the sub tontrac
effectively. This impacts service delivery and performance management of the
subcontractor, and frequently requires additional resources to manage for both the
“Supplier” and the “Buyer” with the corresponding increase in unbudgeted cd%ts.

Mitchell et al (1997) consider conflicting interests and their impact on transaction costs.

The OJEU notice frequentlytigsulates the use of Operating systems and PDA'’s to
ensure the accuracy of information providedhin the relational exchangand sub
contractors do not have the capability to use the equipment or are not give access to the
system, which leads to informat asymmetry and the manual intervention of an IT
driven solution.Ostrom (1999) suggests #t this has a stagnating effect in terms of
technological developmentithin the sectarThere was an acknowledgement by the
“Suppliers” interviewed that this addleost to their operation, but the amount of that

cost was unknown to them.

From a management perspectisbortfalls in performanceitherin activity volume or
service gality are not routinely addressethis a feature of capability within théalue
networkdue to bounded rationaligndimperfect commitment. There is a debate within
TCE as to the range and validity of measurable constructs that can be utilisdde€he t
principle constucts areasset specificity, wertaintyandgovernance mechanisimhsset
specificity is applicable in terms of the human assetsployedin the relational
exchangeuncertaintyrelates to the environmental conditions in which the relationship
operatesand the governance structua® the market and the hierarchicatsture of

the “Suppliers” firm and their supply chain. The effects of bounded rationality
accentuate the uncertainty in the transaction process which exacerbate poorflevels o

contractual compliance.

Poor sub contractor control waidentified within all three “Suppliers”, and was

problematic for their relationship with the “Buyers”Johnston & Clark (2001) argue

1% Supplier 1 confirmed that they have in excess of 60 quantityysns& support the management and
billing of their service contracts.

157 Buyer 1 operated a DLO. The i relating to poor own labour management and subcontractor
management were also observed.
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that conditions for success within supply partnerships should contain both “strategic fi
encompassing goals, markets and expertise and araldit” relating to values, beliefs
and controls. Whilst there is a strategic fit within the supply chain therelisconnect

re values to the principle pplier and a disconnect to thalues of the “Buyers” and
their clients- theResidents.

In a Value network that is clearly bureaucratic, the machiretaphor is applicable
(Morgan, 1997) but it is not efficient and in most instances not effective, what is
evidenced is what Gray (2009) terms structural agency, where opportunism is driven

and supported by the unintended consequences of industry practice.

Partnering.
“We will partner with anyone as long as they will use our contrad®RB3

The concept of “partnering” within a trading agbnship raised several issueeT
overriding one being...that you will never see true partnering operating within this
market place primarily due to environmental pressures and a desire to exert control
SRB. “Supplier 1" arguing that “partnering” negatively affects the structurénef t
supplier organisations andcieases operating costs, resulting in reduced margins when
compared to traditional forms of contractinghere were several views from the
“Buyers” which expressed that innovation was diminished within partnering agreements
due to their design and objeas a desire to share the operational economies of scale
and operational efficiencies as the performance of the asset improved withirvibe se
regime adopted. RB ®@ho had been in structured partnering agreements, citing that he
“... believed that tradional contracting with clearly definedjoals and objectives was

a preferable arrangement and that partnering wasraquently used metaphor for an

outsourced supply relationship”.

An emerging theme from the interviews was collaboration, specificallyegica
collaboration, operational collaboration and marketing collaboration. R&Micserv
delivery is not a fast changing business from a technical perspective (S&004i,
but there is a requirement for the provision of services to be proactive aifdeff&x
Therefore challengeand an element of competition is requiretherwise the service

concept supplied becomes unfit for both the “Buyer” and the Resident. A feature noted

138 An element not frequently recognised within the form of conidopted.
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by “Buyer 2” who had made the strategic decision to outsource their FM provision and
to “TUPE” their entire DLOand “Buyer 4 who had made a similar decision as their
provision of services and the volume of properties under management grew. The
challenge to collaboration comes from a potential sthtgependency (Horton, 2003)
the associated risk of opportunism, and the competitive requirements of the European
tender process.
Salonen (2004) suggests that collative relationships can achiettee desired goals
for both parties, specifically due to the context of the market inush as:

e FM services are support services without significant strategic importance,

e FM services are routine or standardised, and

e There are many alternative service providers.

| would disagree. The TSA (2008) report, and Housing Corporation (2006) réport c
the importane and relevance for R&M to the Residents, and increased polarisation
within the “Buyers” increases their demand requirements and shapes their psturem
practice. Additionally due to the simplicity of service delivery there is limited
availability to achieve a competitive advantage and to “stand out from the croavd” v
technical differentiation. There could therefore be an argument libatldlivery of
services tahe Sociahousing sctor is specific and so requires a level of diffesdin
which considers procurement practice, the contractual requirements of setiiegyde
and the performance metrics adopted.

From the interviews and thethnographic studythe potential benefits gained from the
trading “partnership “relationships were not shared proportionally with cespehe
requirement to invest in technological solutidrisand that‘risk” sharing did not exist.

This is in conflict with Ringand Vanden Ven(1994), and their concept of equity.
Contra to this position Cox (2005) argues that the equal sharing of the benefits of
“partnership” is not obligatory for the development of a collaborative relatipnstBE
espousing that thdt..partnership isa concept of a relationship, which only works
when there is understanding of each partners needs and drivers and when the
supplier understands that the partnering relationship can work even when one
partner is more equal than the other and it has to béven by the client. Thé Buyers’

position being a belief that they have more to lose than‘tBepplier”.

139 Both IT systems and trade skills and the technotegyired to implement them
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However industry commentators cite that collaborative or partnership relationships can
only be worthwhile financially when structured over a lontgrm than traditiona
contractual relationshipsLehtonen (2006) proposing longer term collaborative
contracts have the potentfakr the “Buyer” to achieve “improved profitability and cost
savings,and forthe “Supplier’, better margin and a steady casbwf (p456). SRB
suggesting thdt..in order to partner the client has to be mature enough to deal with
the outcomes of the relationship. A new or immature or non intelligent orgaticn

will find it extremely difficult to partner. If they have the knaledge, experience and

are willing to be involved and not operate at arm’s length then the trading

relationship can work successfully”.

Trust within the context of working relationships was explored, with all the “Sargpli
believing that trust in theioperatonal capability was diminished by (either actual or
perceived) poor service delivery. From a “Buyers” perspectiven with a contract in

situ, there was an elemeatf the relationshiglriven by a state of dependency, (Horton,
2003) that still required a level of economic tF8SRB3 suggested that trust was not

built up with organisations but individual actorghin the trading relationships, citing

the transient nature of employeesnigea source of strain in the trading dynamic. It was
also perceived that as service packages become larger and trading relationships
potentially longer in termthe application of standardised cauts will diminish a
contracts will require changes arevisions to reflect changes to thiguyers” asses. In

these circumstances the concept of trust was seen to be crucial in the handling of

complex and uncertain situations. (Coulter, 20@8yeret al, 2002).

The theme that individualctors rather than @anisationsvere trusted was explored
and a common view proposettiat in most trading relationships thBuyers” held at
least one relationship where it was deerfigaconditional and that there was trust
without fear of sanction” BB3 i.e. Where the expected position was one of
collaboration. Lehtonen (2006)

%0 partcularly relating to the delivery of statutory services, whertae worse case corporate homicide is
the ultimate sanction for failure.

215



Power and politics in relationships
Power and politics have a major influence on the behaviour of people withirathe V

network. Buchanan & Huczynsky (1999) argue that amongst the causes of iilure
relationships is political incompetence, political naiveté and the unwillingness o
inability to effectivdy perform. (p667). Within the 8ue retwork the debate of rational

or political behaviour (Pfeffer, 1981) is valid, however the findings fronrélsearch
would suggest that each position is not mutually exclusive and is variable within the
internal / external relatiamips which operate within thealle retwork. Power as a
dynamic within the inter relationships was explored from two perspectivesnally,

within the SBL$ of both “Buyers” and “Suppliers” andbetween the “Buyers and
Suppliers”.

The ethnographic study identified the struggle for ownership of the business proposition
within “Buyerl,” and the*®evel of distanceadopted by thé&xecutivefrom theinter

SBU skirmishing taking place. There was a tribal effect which was clearly detrimental
to the delivery of the business propositiaa identified within the meeting minutesdan
which EB1 and AB1 appeared aware of. | establishednsilarities within all the
“Buyers” interviewed Within the larger “Buying” organisations interviewelde power

and organisational influence was held in the “procurement” element of thesatiars,
which was driven primarily by economic knowledge, technical capability and a
“professional ersestrade” attitude. Both Interviewees “Buyers 2 and 4” exercised a
degree of influence and control throughout their respective organisations endave
from the social lousing or FM industriesKB2 outlining that their principle
organisational drivers were about cost management and service deltaly were
negatively constrained by the operating structure protesses of the organisation.
Pfeffer & Salancik (1978suggested that strategic contingencies arevbats that must
occur either inside or outside an organisation for it to attain its goals or objectives
Consequentlythe SBUs that are responsible for dealing with the key issues and
dependencies, which solve problems and which reduce a crisis wailbtee powerful.
Additionally nonsubstitutability is a source of powéf Both “Buyers 2 & 4 had

retained procurement and outsourced R&M delivery.

181 unexpected

182 Buyers 2 & 4 procurement consortia but directed their work. Tigpot utilise procurement
consultarg believing that they had “in house knowledge within this fieltas in excess of what could
be “brought” in.
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The “Buyer” interviewees had different perspectives of power within theirage&tips,
which was driven bytheir “closeness” to th&rading relationship with th&Supplier”

and their role/ position within the organisatioBuyers 1, 2 and 4” all perceived that
they were in control of the trading relationship whilst it was in their sphere oftmpera
However, they were unsure if or unwilling to confirm that ownership ebbed away
within other SBU relationships. Uniquely “Buyer 3” considered that the power shifts
within the durationof the contract, arguing that they held the decision making power
regarding contractor selection prior to contract award and for a period upfustHes
morths of a contract, and that it returned back to them towards the end of the contract
when the dcision to extend or go to market is theiowever during the middle
section of the contracpower is not related to decision making but to operational
delivery -which sits with the contractors because they are in control of the resource to
affect sevice delivery. Additionally the type of contractual arrangement influenced
power in the relationship with RBexpressing td' being more comfortable with
traditional contracting than with “open” book arrangements which again relied on

the information provded or “controlled” by the “Supplief.

“The bottom line is that we are buying in a service, ant it is clear that all the casts
revenues that the contractor has amot laid bare.... when you start to drill down it
takes more time and effort and thesmmes a point where you are starting to manage
the contract for them and we have to consider that we have paid to outsource tdat an

we are now incurring management cost88B2.

“Suppliers 2 & 3” believed that power within the relationship sat withetmployer,
albeit it "Supplier 2" believing that this worked against tBayer” where they over
exerted their positigrpossibly encouragingnd resultingn opportunism on the part of

the “Supplier” “to redress the situation” This was further exacerbatég the size of

the client and the shape of the contraiggesting that thgs worked well “in a
position of equilibrium”. “Supplier 1” developed a position based on dependency, and
the requirement of the supplier to deliver the contracted servicesthatisupplier
dictating as to how the services will be delivered.

“The more dependent on the contractor the HA is for the delivery of services, the
more the power sits with the contractor and ultimately we are dictating howmille

deliver those services but it's not about powerDS1.
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The Industry commentatotad differing perspectivesBP suggests that power within
the supply chain sits with the “Supplier§The employers may have an idea who has
been subcontracted and retained to do XY&Z but woblave little or no impact on

the Supply chain and in reality the employers should be taking moreregewho is
delivering servicespecifically relating to statutory requirements{SeeSection4.6.6
intelligent client) MBE arguing that power shouldsith the employer;... but due to
poor procurement practice over the last few years there has been a misinterpretation
as to what the trading relationship or partnering means, where too much power has
been ceded to the contractor by poor design or by det&® particularly around
costing and the use of “Open book” arrangements and a lack of control. Power comes
down to reducing and managing risk and how you manage risk. They have

outsourced operational delivery not responsibility and control.”

The effect of market Polarisation
A feature of the market has been several high profile mergers and acqui§itions

Literature on intefirm relationships has focused on outsourcing, suppkgegahtion

and supplier tiers. &h academics and practitioners have reflected that organisations
must focus on their relationship management practice if they are to be adaptable,
flexible and operationally efficient. The OJEU procurement process has impacted the
supply strategyand as such firms are moving towards selectimmfa narrower
amount of suppliers, wch has caused “Buyers” and “Suppliers” to become more
dependent on each other (Cousins, 2@itart, 2003. Thisincrease the complexity of

inter-organisational relationships where service delivery remains tramsaicti

A at NGO1 suggests that polarisation in the “Buyers” is linked to the work by Cave
(1985) and the proposal relating to thinking around social housing in economic terms,
where organisations which have a developed core competence in “Housing martdgeme
and whether they could manage the activities of an additional HA or transfer their
properties. A arguing thdit is very difficult to understand the business case or the
context of a lot of the smaller providers where there is a requirement to detradrsa

balance of planned and responsive repairs and offer value for money”.

183 poor contract management practice
1% During the course of the research project, Supplier 1 wabased by a larger competitor and Suppler
2 merged with an industry competitor to potentiablyrh the largest FM supplier to the Housing market.

218



As financial budgets for the “mega” HAs increase in proportion to the numbers of
properties they manage, the requirement for increased professionalism ireprexur
practice anatontract management iaranount. This will increase botbx anteandex

post cost either through the outsourcing of specific roles, the requirement for
professional advice or through the payment of commercial market sal&8@sséme

of the very big HA starting to thinkabout this very differently, there is money in the
sector and people will have to invest but there is not the capability. If yosider

how the housing sector has been driverthere has been a lot of external funding,
this will be reduced and there will be a requirement for a net increase in income , and
just as important as rents going up is costs coming devthere is a massive focus on

the cost side and currently the sector is not sufficiently professional”

Additionally the “competition watchdog has housing in its sightdhside Housing
15/08/2012, with the OFT probing the recent merger between two HAs where a merger
presents a 25% controf geographical market supply, albeit the definition of a market
requires further clarification .g. in the North Wet there is plenty of “competition”
within housing commentators askjigvhereand howis conpetition supposed to take
place? Inside Housing published its annual return tbie largest 200 housing
associations by stock owneddamanagedThelargest single provider managing 70,888
homes an increasd ©0,000 over the previous year. The comment oir thleg site by

B

“....at the risk of stating the obvious to anyone with firsthand experience (tésan
staff) — is it possible that these housing associations have simply become too big to

function properly?”

Despite these changes in the market, the avexageact period for the provision of FM
services typically remains less than 48nths®®with clear evidence that following the
demise & ROK and Connaught that HAs are becoming more risk averse. Inside
Housing 09/11, describes three strategies which HAs could possible adopt as a
defensive mease against contractor failure, emall contract parcel$, a move from

SOR pricing, and taking the service-Hinuse**® Galy Morton of Baker Tilly

commentating'that there are no signs that competition for work is easing, there are

185 All the OJEU notices were analysed over a fixed periodhetsop the research project.
1881t does not mention more effective procurement processes!
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contractors operating at slim margins but with cuts in funding and the pressfor

HAs to reduce costs thertgtation to go with the lowest price remains”.

The issue remains that Transaction costs will increase as effective and efficient trading
relationships remain elusivand that TCE with its cost focus will be subject to bounded
rationality and opportunisrfurther increasingthe operating costwithin the “Buyer :
Supplier” relational exchange(See Section 4.2 The Procurementof outsourced

service}

The intelligent client
A feature of the interviews with the industry commentators was an emergimg thif

the “intelligent client”andthe “intelligent provider’ Atkin & Brooks (2000) provide a
wish list of the skill$®’ that an “intelligent client should possess, but do not suggest
whether an organisation should have themaalprioritise or to what level they should
be developed to be deemed intelligentwidver,the element of relationships is absent.
Are critical areas where “intelligence” is required predominantly in procésslesign
operationalisation anthanagement? Or is this a feature of aK'takiven sector.
Research undertaken by Cranfield University identified that there are 4 bebkaviour
which characterise an “intelligent client” and specifically an “intelligenvioler”:

e Who owns the risk and opportunities uncertainty

e The role of contras in delivery

e How the supply chain is managed, and

e The real nature of the (so called) partners in delivery

The interview process was designed to iderifrfiyelligence” within the context of the
“Buyers” understanding trading relationships and their impact>oanteandex post
transaction costs. The data identified two consistent areas of discussion:

e How are relationships measured, and

e Who is managing the relationskip

From the dataa conclusion could be drawn that outsourcing R&®ivery was for the
someof the HAsan undesirable and unwanted relationship. Pottinger (1968) the
traditional view being espousethat serviceworks should be undertaken in house. In

reality due to political, financial, technicahd environmental constrainR&M service

87 predominantly task or process management
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delivery had to be outsourcenr “re-invented” to be effectivelFrom thatposition all
activity within the relationship related tbow control over the supplier could be

achieved.

Is the' intelligent client the sum of all the parts of the knowledge and skills of the
“actors, driven by strategic competencies (Pfeffer,19&iher than the organisation as

a whole, and consequentlyhere there are gaps in the level of knowledg¢he client

then to be deemed un intelligent? Or partially intelligent? Or is the concept an
oxymoron?The data identified that there were excellent trading relationships between
actors within the FM Valuanetwork which were drivenprimarily by collaboration
rather than to obtain control, and tisaichrelationships were a feature of an effective
procurement and selection procemsdeffectivecontract managememwhere goals and
objective were shared and agreed.

The views of the industry commentators were

MLD “You cannot realistically have that level of contrel all that you can do as a
responsible employer is to try and make sure that you enter into a contract with a
contractor who is going to have a pper supply chain * How do you manage this?
You need to hae a more professional industryyou need a more developed supply
chain. There are plenty of decent material providers out these it is about the
provision of labour and the physical work that is being completed. This is being
compounded by a massive pressure on contract price which is reflected in
management practice and trade capability and training

SRB suggests thdt...intelligence is linked to maturity specifically knowledge,
practice eyerience and the adoption of CPD'With A NGO2 arguingthat “...HAs
have the money- but have they got the knowledge atitk skills to spend the money

in the best way?”

Section summary

R&M services are delivered via a Value network at the heart of which is the “Buyer”
“Supplier” relational exchang&here is a “CustomeCustomer” relationship between
the “Buyer” and the “Resident” who have no direct contractual relationshiptiagth

“Suppliers”. Working practice is governed by contract and influenced by trade bodies
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and trade unions. TUPE ia prominent feature withithe majority of relational

exchanges in the Social housing sector.

Within the Value network, the concept of Supply chain managensemnit well
developedvith the relationship being shaped by the procurement processes, contractual
governance and TCE. This creates an environment for opportunistic behaviour.
Bounded rationality accentuates management issues in the Value chairlypdomato
misaligned processes, capability and inappropripexrformance metrics. Poor
subcontractor management has a negative impact for “Suppli€Buyer” and

“Resident”.

Power and inter organisational politics, driven by strategmpetenciesmpact service
delivery within the “Suppliers” and the “Buyers’challenging the concept of the
“intelligent Client” and “intelligent provider” this is exacerbated via po&tis and

extended lines of decision making.

Service delivery within the sector is specific and requires a level of diffeientn
the part of the “Buyér and “Supplier; which should encompass the procurement
processgcontractual requirements, the design of performance metrics and management

skill set development.
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5.0 Conclusions - the causes and unintended
consequences of short -termism
The summary of my findings demonstrates that EU procurement regulations, coupled

with the traditional working practices within Value netwsmnd supported by the
standard forms of contract used to regulate the relational exchange introduce excessive
costswithout creating ValueAdditionally, none of the actors engaged in the exchange
actually quantifies theex anteor ex postcosts, consequently spending millions of
pounds per annum @otentiallyirrelevant and unprodtige activities.

Within the context of the tragedy of the commons (Harding, 1968), the market for the
delivery of R&M services to the Social housing sector is sociallystmicted and could

be deemeda complex system comprising of Social housing providers, interested
government bodies and organisations who supply services to them on a contractual
basis to support their business proposition. Ansidl, 2010argue that the commons

are conceptualised in economic terms, as a large scale environment or social system.
The Social housing market defined by its key variables. Specifically: Its size in terms

of housing stock and the number of and economic size of the “Buyers” of R&M
services. Additionally there is only one route to this markiet the European tender
system.

The causes of sheterm duration trading relationships are known to all within the

Value network, as are the consequences and generally they remain unaddressed.

The Cause s of short duration trading relationships
The duration of the contract for the provision of R&M servisdsased on an adherence

to the traditional working practice of the construction sectachvhas metamorphosed
into an FM proposition without fully developing a “service management” ethos.
Contemporaneously, the majority of Local Authorities have since the 1980’s formed
“Housing Associationsand transferred their housing stock into them. In general they
have retained the engrained organisational structure and working praciloés
adopting elements of “New public management” which have further eathaheir
traditional bureaucratic practice. Contract duration from their perspestigaven by

a lack of contractor trust, anah aversion to riskwhich has create@ culture of
protectionism especially concerningroles that have a direct relationgh with the
residentand a reluctance to lose ownership of the asSeéSection4.2: Procurement,

4.3 The Contrac& 4.5: ManagementWithin the research a challenge to this position
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was provided by the larger HAs and specialist advisors to the seehar had
recognised that change was required and were proactively developnegefficient
processes within the regulatory frameworks. This change being sponsored and driven by
“new blood” into the sector The emergent themes from research data provided three
clear groupings which are context free and therefore relative for both “Buyers” and
“Suppliers” Additionally they areconsidered to be fundamental ® relational
exchange in the Social housing markéice.See Sectiot.3: The Buyers views on
contract duration.

Fig 5.1 Industry practice

Industry
t Structure
Capability & Value Network Organisational
Skills Structure & competence
Relationships

Management
Summary of findings from magament: it's about capabilitgnd skill sets. Do they

create and reinforce shdadrmism?

Structural contingency and strategic choice theory suggests that a fit between
organisations and their environment is something that can be and is achieved
managerially. The research data identified that there were two critical areas for the
management cadref the Value network. Specifically: the context and content of
organisational design and linking strategic and operational decisions to business
performance and driving improvemengee Section 4.3: The Contract& 4.4

Management: Peopl& Process

The “Buyers” are primarily unwilling partners to the exchange who are fearfiheof
concept of outsourced services supply, and are to a point “unintelligens’thelative
to the requirements to effectively maintain the UK social housing stock. Tippli&s”
are in business to generate and maximise shareholder ré&heg.in turn can be
deemed as “bintelligent Providers” relative to their ability to deliver consistaralue
in us€ and quality to their clientsHowever is Value in use an objee of the

relational exchange?
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R&M service delivery to the Sociablising market generally remains product focussed,
trade based, contract managed and driven by Gadoaignant logic.However Value
network delivery has a requement for a service focus, skilased, supply chain
managed and a Servideminant logic. Management at all levels remains task focused
with Quality relating to achievement of task, and value created through ect@et/ of

a job for a “price”. See Section 4:2I'he Procurement of outsoced business services.

A lack of comprehension of the issues and stiflafginnovation due to bounded
rationality has not seen the level of advances in service operations management that
have been made in other service industries, primarily as R&M dinigs construction

roots and the"Buyers” of services seek comfort and redress within contractual
relationships.Advances in Information Technology have not readily been adopted
through deliberate choice, and transaction costs within the industry wiouleasured,

be seen to have remained at best static but in reality increased due to the impact of
governance and regulation primarily due to asset spigificequency, governanand
uncertainty. The static nature of the industry can be observed through is operational
structures and practices, which are to a point driverhibtoricaly routed strategic
competences and group and individual power layfluenced byagency and
opportunism.As the leader of Inside housing 21/01/2012 “Survival of thesfitte
suggests'...the issues with recent takeovers and mergers has brought to light how
difficult the shrinking R&M landscape has become for both contractors armkit
clients”. SeeSection5.2: SummaryTo remain static is not a viable option

Network stru cture
Internal and external fit to the environment has been a consistent thémehevi

research data. Internallyhe structures of théBuyer” and “Supplier” organisations
have changed little over the past 3@gs and throughout the alue network it was
identified as hierarchical, based on operational silos and bur&aucoan a negative
perspective Externally, the structures had a link to property seryitesdelivery of a
product and the provision of social housing within a tenancy agreement.y Man
academics have suggested that the enuient shapes the organisatids, structure
and process, however my finding challenge this vigee Sectiord.1 Structureand
Section 4.4MeasuremenflThe reseah identified that the largeesvices supplierbad
replicated the “DLO” in their structure despite its well documented and inhaikmef
to consistently deliver R&M services, supporting this with Tier 2 and Tier 3 consacto

by ways of traditional construction industry sub contracting. The thirttractor
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adopted a “service” driven approach based on thenfisemationtechnology but this

was not specifically designed to enable the Value network to comply with the KLoOEs.
Both the“Buyers” and “Suppliers’could deliver their business propositiontas a
Value network they are not delivering the most efficient and effective R&osition

to the Residents who live in UK social housing. By observation the Value network does
not have a symbiotic fit to the social housing market due to the impactratigional”
approachto organisation design and operations management. This is supported by
findings of Customer satisfaction surve$ee Section4.1:Structure 4.3 The Contract,
Section 4.4Measuremeng& 4.6: Supplychain management & Businessatenships.

Process — organisational competence

The research project considered process and organisational competence from three
perspectives
e The procurement process. The gateway to the social housing market is via OJEU.
It is highly regulated.
e The form of contract adopted , and
e Performance measurement.

Procurement
The primary objective of European procurement legislation atke creation of

competition within the supply of services to government bodies, the delivery of the best
value for money by genating the lowest transaction costs to achieve the best
procurement outcomes and to aid the fight against corrugtloa.process has created
interrelatedness within the Value wetk, adding concentration vieSupplier: Biyer
polarisation and the unintelligent design of process and OJEU castevidenced by

the design content of the contract natiSee Section 4:Zamiliarity with EU policy

and processlhe process has increds@ fragility, created ontradicting objectives and

mal distribution withn the market.The research identified that procurement process
should designed to achieve the most competitive price that the services could be
delivered for, and to achieve theaategic criteria of the KLoEs i.€'Capacity to
deliver” and “Value for money”, via “Value in exchangé See Sectiod.3 the
Contract.However in outsource®&M service supply, “Value in exchange” may not
equate to “Value in use” for thResident See Sectiond.2: The Rocurement of
outsourced serviceand Section4.5: Managirg for quality and walue. With the
argument, that the highly competitive nature of the procurement process destreys valu
creation and service qualityGgmmessonl1999. The concept of Service quality is not
understood oris ignored within the design of thprocurement process. Within a

226



relational exchange a critical element is a “productamnsumption” system which €0

creates service quality and develops value in use of the s€@io@messon,1998)

In the “Restricted” procurement process, the principle driver for a successful isward
the content of the Contract notice. If adverse selection is to be avoided, comsiderat
must be given to “scoping” the requirements relational exchahge.scope should
include: the trading relationshighe requirementsf the end users, and the location,
nature and condition of the asset stock. The current vogue is to use commoditised
pricing methodologies which assist with tendering for the Supplier and simplify
comparison within the award evaluation process for“Bwgyer’. However, there is
insufficient knavledge in eithetthe “Supplier” and “Buyer’to appraise if the fige
tendered is realistic or swudptimal or the relevance of the SOR to the stock.
Additionally the capability of the supplier and a supply chaiddbver services over

the life of the contract is not robustly assessed.

Overall the process is not well managed by eithefSlogplier” or the“Buyers”. Short
duration contracts are therefore considered from a procurement perspeativaricse
exposue and risk, to make “market trading Cycles” and to perpetuate low price tender

submissionsSee Sectiod.3: The Contract

Form of Contract.
The rationat for a contract is to specify the rights and obligations of parties within a

business relationshignd to serve as a communication tool and reduce risk. Within the
context of governance, the form of contract should demonstrate a commitment to
fulfilling strategic intent and providing structure and management to business
operations but it should not garn how businesses operafehe findings of the
research identified that standard forms of contract were predominantly uskd in t
relational exchange due to tHguyers” familiarity rather than suitability. They can be
considered incomplete relative to the leveleafanteactivity within the procurement
process, they did not reflect the heterogeneous nature or the future requarefribet

HA and were static relative to the asset and levels of performance over ttaetclifet

The T&C’'s had a construction provenance and in conjunction with the performance
measures contained in the contract were not reflective of taeenaf the outsourced
services See Section 4.3: The Contract& 4.4: Measurement The “Buyers” of

outsourced services viewed the coctras a defence mechanism against poor delivery
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and opportunism; howevet...in reality few “Buyers” take the opportunity to

determine the contracts for such failures'™™MLD

The delivery of services is heavily influenced by the high levels of TUPE witisn
market place. This is not usually reflected in a standard form of contract, resualting
costly amendments frequently being required to make the contract fit thenalati
exchange. Critically the contract did not encompass the use of subcontract labour by the
suppliers within the Value network, potentially the level of risk to “Beyer” and
Resident were exacerbated.

Performance Measurement
Performance measurement within the Value network is not aligned. WitlBogbr”

and “Supplier” and their supply chain viewing the “performae” from different
perspectivewithin the hierarchies of their respective organisations, causing goal
displacement and sequential attentismhich may impact future strategic choices. The
fixation with “lagging indicator§ predominately volumetric and tird@ound measures

is a legacy of the construction sector, and the KPI's contained within the caract
frequently ignored due to volumethe number of “key” items to be considdr their
relevance to the task difficulty of obtaining data, the prospect of opportunistic
behaviour due to information asymmetry, and that they are fixed and do not reflect the
evolving nature of the asset or the trading relationship. The metrics adopted should be
pertinent to the sector amibt gereralised from FM anthe Local Authority sectorSee

Section 4.4Measurement.

There is a requirement, within the relational exg®rdriven by the KLOES to provide
Service quality and &lue. However due to a lack of clarity and the market’s inability to
successfully design, target, collect and interpret subjective data therynthils to
develop the concept that quality is co produced throughout the Value netioorkver

is service gality a realconsideration for both the “Buyers” and “Suppliers”? (Yousoff
et al, 2008).

Summary.
Contract duration is a feature of management practice that has its roGsods-

Dominant logicand is exacerbated llye “Buyers” viathe use of duration as a means of

risk management. FM and outsourcing continue to develop as a business sector,
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however, development of the concept of the intelligent client and intelligent prasider
stifled by dogma, loyaltyto past working methodologs and opportunism, negating
sector developmerdndinnovation due to the structural inflexibility of organisations,
the poorprocess and contradesign that do not reflecie8/ice dominant logic and the

creation of “value in useVia the delivery of sefges from a network of “Suppliers”.

The unintended Consequences of short  -termism
For service industries; understanding the relationships between stratedic a

operational decisions and “business” performance is crucidlbekt in class”
performance is to be achieved(Johnston andClarke, 2001) The unintended
consequences of shddrmism affect the drivers of performance and stifle the results
that can be achieveatlie to the adoption of “easy performanamgets” via the setting of
selffulfilling performance measuréémaratunga and Baldry, 20pZhe major areas of
unintended consequences relate to transaction costs, reduced investment in
organisations within the Value network and theation of a “glass ceilirigin terms of
service quality and the creation of value. The unintended consequences térshisriz

in the UK social housing sector can be categorised within three areas, Skice

quality & Value¢' and “Investment and innovatiérare interrelated with and co create

“Transaction costs

Transaction cost s.
Transaction costs are a feature of a relational exchange. EU 1 identifiasteex

transaction costs as a necessary cost to pay to ensure a competitive position withi
government outsourced markets. Within the procurement process dheréhree
positions to consider.

e |If the Services are effectively procured in line WEIEU protocolboth the
“Buyer” and “Supplier” will haveincurred ex antetransaction costs, arek post
transaction cost in managing service delivery.

e If the procuremenprocess is well designed and meticulously execudesisibly
incurring increase@x antetransaction costs, there is no guarantee taex
post costs br the both the “Buyers” and the uppliers” will be decreased,
However,

e Where the procurement proseas poorly designed and executed,anteandex

postcost will increase for both the “Buyers” and the “Suppliers”.

229



A critical finding from the research projeetas that | unable to ascertaia cost of
procurement, or a cost of “contract management” fthree a “Buyer” or “Supplier”
organisation, as neither of these two activities were routinely measiihaal the sector

with various interviewees simply responding that these were coWeith t he gross
margin of the business Inside Housing, (13/06/2011) reported that the National
Housing Federation estimated that #we antecost for HAs was circa £30.0m per
annum. The level of rigour within these numbers is unknown and the figure
unsubstantiated. Within the supply chain no figures are quoted, however Inside Housing
(04/05/12) undertook a case study of a procurement exercise, identifying thagttbé co
procurement was split 30:#5between the Buyers$ and “Supplier” Extrapolation of

these figuresvould indicate totakx antecost for “Buyers” and Tier 1 “Suppliers” of
£100.0mpa. EU1 makes an assumption that the “Suppliers” costs would be recouped
via future contract wins, which is unlikely given the competitive nature of therturr
trading environment, and contra to my a priori experiendee Inside Housing
scenarios would be “ideal worldiased on journalistic licence arah EU datathese
figures would not (1yepresent the true volume 8tipplier‘interest” in responding to

the contract notice, (2) would lecreasd duesupply side costscurredthrough the
procurement of Tier 2nd Tier 3 suppliers an@) The TSA(2009)identified that there

was evidence of market inflation within procurement bdegdl costs- pertainingto

legal and employment issues- which challenged theofistadard forms of contract.

The frequent cycle of procurement activity, caused by the contract duration can be
changed and a reduction in the lee&l antecosts easily achieved. This is within the

remit of the market.

Ex postcosts are gignificantfeatue of the contract management function of the sector,
which is driven by the form of contract and the ability of the management cadre to
ensure that the desired performance of the outsourced services is achieved. Tige findin
of the research identified théite use of standard forms of contract increased transaction
costs, as they were not usually reflective of the requirements of the relationalgexchan
without amendment. The management of performance was impeded due to poor
capability, misaligned goals beteen the actors, and further exacerbated by the poor

design of performnce metrics, which at best miform or misguide decision making

%8 The exercise considered 90 requests for PQQ down to the contrddbveme supplier. The volume
of requests further challenges the EU own figures and is in liethng findings of my research. See
Section 4.2Procurement
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and create the potential for opportunist behaviour, creating -pratsifor those
procuring for the “Buyers”, anthe “Suppliers” and their supply chaand increasing
transaction costs in the proce&sacticechallenges current academigiting in this
area. See Section 4.3 The characteristics of the relationship aBection 4.4:

Measurement.

Service quality and Value
Value is created fahe “Buyers” through “Mluein exchangé within the procurement

process, througkecuring the supply of R&M services that are fit for purpose for the
lowest price.The research identified that that within the TSA and HC Residents
satishction surveys, 25% of respondents expressed dissatisfaction with the R&M
services provided. The management decisions relating to the procuremens pliaeEes
notroutinely create “value in use” of the services for the Residents. Compound this with
frequen contractor rotation, due to contract duration or polarisation and the customer
relationship lifecycle is negatively impacted, reducing levels of trustlauwering
tolerance towardsferior levels of performance on the part of tiBaiyer”. This was

idertified as an area of potential further research

Levels of delivered “Service quality” are a feature of the price paid for the services, and
the effectiveness of management in process design. Specifically: Procurement and
service delivery.
| revisited “Buyer 3” prior to completion of the thesis, who advised that they were
taking some R&M services” back in house” after 6 years of outsdusupply. Their
rational wasthat they had legally extended the contract once, their current “Supplier”
had been bought by a large national contractor and there was a perceptionirthat the
relationship had changedh@&re was a risk that theqzurement process would attract a
price war to win their business and they did not vihatimpact offuture subeptimal
pricing o affectR&M delivery to the Residents. In commuaiith Buyer 3's approach,
in 2012 moreé'Buyers” are considering taking the services” back in house”, albeit on a
“localised” basis, to remove themselves from the national supplier “radar'to gain
more catrol and improve service quality. The unintended consequences relating to a
diminishing market for local SME’s and increased costs fofBlugers” due to TUPE
and potential loss of bargaining power with materials suppliers or the payment of
commissions d buying consortiaAdditionally the challenge of managing service

delivery for the buyers will increasxponentially.
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Out of the“top 10 by properties managed siBuyers” now have an ihouse delivery
capability, with the largest organisation delivgyi70% of all responsive repairs and 20%
of all planned works. Her the “Buyers” have now adoptatie problems of the
“Suppliers” and now directly have to manaidpe cultural issues of TUPE afder 2

and Tier 3 Suppliers, creating “son of DLO".ittW SCM issues and ith no guarantee

for the Residents that the “Buyers” now have thanagementapability to deliver
services or thathey will have control of costs, ilvthey revert to“...being an un
competitive monopolyn terms of price and quality KB2

Investment and Innovation
The short duration of outsourced contracts detrimentally effects “SupplieStmeat

and reduces innovatiomhis potentially lead# organisational degeneration

The absorption of the cashcurred by the “Supplier” relating thhe mobilisation of the
contract is impacting profitability due to the short duration of the relationship. The
research identified that profitability within the Supply side of the Value orétws
constrained,which is compounded by the price driven pmarnent processand
operating practicEU 1 suggesting that reduced supply chaia potential unintended
consequence of OJEU driven practidéhis is impacting investment in the skills
required to operate the businesses and deliver the serabe required investment

in technology to improve service operations management. Consequeriyupptiers”

are delivering a “BoxefPackage” or a commoditised price driven offering which
remains based within Good®minant logic. This will be reflected in future custome
satisfaction surveys and @ reports as the “Buyers” fail to achieve the strategic criteria
of the KLoEs. Specifically: “The capacity to deliver’,due to a lack of investment
within their supply chain. My experience within residential Béntractsconcurs with

the views of the independent commentators specificallyimglaib investment in
technology and people allied to the adoptionanfS-D logic approachsees service

delivery and customer satisfaction levels positively evolve.

Summary
The tragedy for the social housing market is that collectively it is aware of ties is6

shorttermism and yetwith the exception of certain organisations, i.e. Buyer 2 and

MBE, the sectocontinues to trade in the same traditional WayRemairing static is

%9 supplier 1 has been bought by one of the big 5 National social b&esivice providers
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not an option. There have been further high profile organisational failures during 2012,
with management practice, and poor control of costs being in the seeds of theair failur
The highlights being Metropolitan Housing Group, “Regulators concerned by financial
risks at landlord” IH 07/12/2012, with views currently being expressed that “MHG is
likely to go bust at the end of March 2013 unless a rescue deal with Riverside is
completed 18/1/2013. This flies in the face of the views express8dation4.1.1.1
relating to the size capaityl and social nature of the HAAdditionally the “Morrisons”

take over by Mears for £24.0m in Nov 201#hose failure was due to poor service
delivery and optimistidy cheap bidding for contractdjighlights the procurement

capability of the “Buyer” organisations and the impact of polarisaBeeSection4.2

The issues alluded to within my thesis are exposed within Contract notice 2014/2 137
227678which was issued in July 2011. One of the UK larg#&s, “Circle” sought to
overhaul its R&M services within a £1.6bn deal. Split into 5 geographical lots, the
contract was to be awarded for &as with a possiblextensionThe type of procedure

was Competitive dialogue, the award criteria based on the “mosinemic and
advantageous tenderAs at January 2013, Keepmoat and Unitemlisehave signed
contracts worth £220.0m and £300.0m respectively. The United House award is subject
to a legal challengby Breyer, who recently have had a major contract termirchied

to H&S related issue42013) and posted a pre tax loss of £959,000 in their 2011/2012
financial statementsAlthough the case has not yet been heard, the judge gave consent
for the contract to be signed irrespective of the challenges as it was decbeeith the
public interest.

A separae challenge was launched by @&, who hassince merged with Keepmoat,
over the award of two regions worth £490.0m to Kiéris potentially cratesfurther
evaluation process issuelsie to “underwriting” operational capability and financial
strength of the service provider. The final two contracts were awarded to dhomisy
bought by Mears, who are assessing the pricing and reviewing thaatentf Mears

will not sign, hese two lots will have to be re tendieren common with my findings

Was the design of therocuremenprocess sufficiently robugtWerethe management
skills sufficiently developed to manage the process? How did the “Buyers” sutlgessf
manage and euate the Morrison bid? U2 topolarisationand the crowdingroblem

(Mason and Phillips, 1997) who can meet the contract notice requirements and tender?
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The ex postissues of: TUPE, contract management and issues relating to tHg supp
chain the measurement of delivery performance and apgratysems and IT
integration may have been considerédt not as part of the evaluation process.
Additionally, from a “Supplier” perspective,ivgn the size of the contractsan the
costs of winning the work, successfully mobilising and delivering woeks be
absorbed and a profit made during the perieaially, how were all the costs going to
be absorbed within the duration of the contract?

Cui bono?

By observation shottermism creates rents for certain groups within the relational
exchange. The abors to the “Buyers” have an interest in maintaining short duration
trading, also acting as advisors to the unsuccessful “Suppliers” within legal
challenge§®Those engaged withptocuring the works within the* Buyer§ who buy

the undeliverable deal arilen have to re tendewithin the complexity of the OJEU
process. Ta large PLC suppliers, who needntinuous cycle ashort duratiorcontracts

with the larger “Riyers to “make” their marketand potentially the mediocre employee
constantlyengaged due to TUPHowever,as| outlined in mythesisintroduction at
what cosfor the sectd? And is this a price worth paying?

9 Running with the fox and hunting with the hounds?
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6 Reflections

Methodology
The central fearre of R&M service delivery to the Social housing sector is that it is

outsouced and usually delivered viavalue network. | identified early inmy regarch
design that there were two key objectives. Specifically: an external obsereéthe
whole of the system of social housing contract maintenance and to gain an
understandig of the boundaries and the unwritten rules of the system relative te short

term trading.

Adopting a pragmatic approach and mixed methods methodology, my qualitative
research strand used ethnography, semi structured interviews and netnography. Whilst
the ethnography undertaken would not be considered as classical ethnography, the aim
was to get a “realist” insight in to a “Buyer” organisation and the internal working
relationships of strategic business units engaged in R&M delivery. In additicerthie
structured interviews could be described as “realist ethnography” (Suekkdy2013
ScottMorgan, 1994) these being undertakgnme whilst being immersed in the wider
system of maintenance contracting. The output would be compared and contrasted with
the information from the Inside Housing blog site. This content was usually provided by
residents, HA or Government employees.

The “realist” approach had merit. With the observation sessions, my overriding thoughts
were that issues and tensions were suddlemugh the interaction of the group and that
these would not have been identified through s&noictured interviews. Additionally

the findings from this element of the research contributed to the development of the
primary and secondary questions withihe semstructured interviews where the SBU
tensions identified within the observation sessions were probed in the other Buyer
organisations. The combined output enabled a richer picture of the interrelasotuship

be gained. This internal relationshigs frequently commented on within the blog sites

— specifically relating to the quality of procurement decisions by HAs.

My second strand of research utilised document analysis. My ethnographic findings
were generallymirrored by thefindings of AC KLoE surveysand the TSA customer
satisfaction surveys, which in turn added a level of credence to the triangulation of my

research method.
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From a Supplier perspective people interviewed “know me” and it could be codsidere
that 1 was immersed in to the wdrlbf that business sector. My objective for the
Supplier semstructured interviews was to participate in growing the discourse through
research whilst acknowledging an a priori perspective and managing the dualism
between subject and object. Again the realist ethnography approach assisted in
uncovering the unwritten rules of the system, specifically in areas relébing

opportunism and agency within the procurement process and supply chain management.

Limitations and constraints of the research
The thesisconsiders a relational exchange between and Buyer and Seller for an

outsourced service which is delivered within a Value network. Access to target
interviewees did not prove to be problematic and through privileged access | gained
meetings with senior mdpers of the Social housing sector which assisted my desire to
achieve a whole system approadh.could be argued that the organisations were not
indicative of all elements of the sector but | am confident that the strategic sample
represented the viewd the industry.The interviewees were all open, unguarded and
refreshingly frank in terms of their response, with only one person declining to have the
interview recorded.

Additionally all the organisations gave me access to internal documents, samielof

were deemed restricted, albeit the Freedom of Information Act can still béeclrta
through its own process.

The time frames of the research project were arduous. | made progress through being
able to fit extended periods of my academic work around my employment.

The output from the research was voluminous. It entailed detailed research and
transcript writing which took approximately 9 monghrsor to commencing analysis of

the data and which surfaced a limitation relative to researching books w@mal$o
around the emerging trends. Specifically, how much could be read to challenge or
support a certain view especially as | wanted to explore academic writing from the
perspective of service operations management as a means to challenge traditional

congruction based practice.

| was satisfied with the interview process from two perspectives. Forwarding are outl
of the topics for questioning ensured a preparedness on the part of the intermestee
of which provided me with internal supplementary documentation to develop or support

their organisational stance, additionally | was able to have a mature corrersati
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particularly with the Buyers where there was an interest in the process and that
something could come out that was beneficial.

Regardingthe irterview section topic, the numbef the interview subjects created a
large volumeof data; however without this approach | do not believe that | would have
had the same depttithin my findings.

Future research
The research projeaincovered a number of key areas where further study could

advance our understanding of FM service delivery into outsourced public sector markets.
The areas for further researobuld include:

People
e Does the meaning of work change by brand for TUPEfi’sta

e The impact of Supplier change on Buy&esident relationships

A case study approach within a specific relational exchange would provide an
opportunity to understand these two issues in greater detail primarily as it islgpossib

that there would have been several changes of supplier.

Process

e The impact of polarisation on inter organisational working and the consequences
for service delivery
A case study approach within a “top five” natiobalsed contractor would provide an

opportunity to researctime effectiveness of organisational structures and infrastructures
in the consistent delivery of outsourced services.

e Service quality: the Supplieperspective
Quiality is currently only considered from the “Buyers” and “Residents” perspecti

Does servie quality matter for the supplier in a transaction cost economy? A semi
structured interview approach should be adopted and consider the tiers of tlye suppl

chain.

e Investing in long term outsourced relationships.
In a move to long term contracts where should investment be made to develop and

maintain the relationship. Is this driven by contractual governanceDoto8ic? This
should be driven by serstructured interviews with senior players within the sector
possibly within an established community ohgtice.
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Research in these and related areas could make a distinctive contributionvia\timg e

base of knowledge within the general field of Facilities management, helpingatie cr
and develop a more secure platform of practical theory with which to underpin the
disciplinary base of facilities management and to assist in the development and
professionalisation of management activities in all Public: Private sectors.

Implications from the research for practice.
At the base level my research confirmed that the Social housing sector management

actions and behaviours create shHertnism in outsourced R&M contracting
consequently creating unnecessary ex ante and ex post transaction costs.

There were three significant areas from the research whichmmdidations for practice.

The impact of Goods - dominant logic
G-D logic pervades the relational exchange and drives-gionism. It features in the

design and process of the procurement process, the form of contract, the measurement
metrics adopted ang@roduct delivery is “managed” by it. It shapes the strategic
competencies of organisations which in turn shape and maintain organisationatestruc

which cascades through the levels of the Value network.

From Buyer perspective the KLoEs, specificdMalue for money” and“Capacity to

deliver” support GD logic which has been expressed in the design, content and process
of procurement practice and the purchase of a product rather than a trading relationship
and the supply of a service. Additionally in the use of standard forms of contract to
provide governance to the relational exchange which has no formal link to the resident
and is used as a form of control to compensate for a perceived lack ownership.

Its impact was clearly noted in the larger Buyehere “secondary” activities were seen

as creating Value in exchange for the organisation which had unintended consequences
of reducing service delivery quality and value creation for the Residents. The form of
contract was specified due the familiarity lustorical bias on the part of the Buyer

rather than its relevance to the relational exchange, the asset or the Resident.

From a Supplier perspective B logic shapes organisational structure and practice, and
in larger suppliers negates the effect loé tenvironment with the suppliers practice
irrespective of the services to be delivered, being driven by traditional corgstructi
based ideology, effectively increasing batk anteand ex posttransaction costs and

reducing value in use for the Residenisansaction costs and the propensity for
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opportunism have been exacerbated by the use of commoditised costing and pricing via
SOR’s and price per property methodologies de professionalising managers and

deskilling trades in the process.

The unintended ewmequence is the inability to adopt arD3ogic approach in the
Social housing sector, where skills and knowledge deliver services within a Value

network and Value in use is created for the Residents.

Measurement
Organisational performance measurement practice is hierarchically focused Iirth wit

the Buyers and Suppliers and is omitted from the Value network with little evidénce
goal alignment within the tiers of subcontract delivery. The hierarchically edlopt
metrics frequently are not aligned withihre strategic business units of the organisations
or to the contractually agreed KPI's or service delivery per se. This wolldrd®the

academic conventions generally presented.

Metrics are not consistently applied within contracts for similar sesyiwith a view

that contractually challenging or difficult to achieve performance metrics thaveffect

of encouraging agency and opportunism consequently reducing further the concept of
Value in use for the resident or service quality, This again esigdls the dared
outputs of the KLoOE and increasesx postransaction costs within the Value Network

The cost of performance measurement relative to contractual service delivery and
management activity to support the process within the relational egehaas not
understood and universally not measured, and supports the views espoused by Brignall
and Ballatine (1996) that service industries have not kept pace with devetsgmen
performance measurement and improving service delivery capalfilipgerformance
improvement is the goal does current measurement practice identify sub optimal

performance?

The unintended consequences of management behaviour and
actions create Transaction costs.

It's about process design. Specifically in the areaProcuremery Contract, Process
Management and Relationship Management.

Ex antetransaction costs are features of the OJEU tender process, however poor
procurement design due to a lack of understanding and inadequate scoping on the part

of the Buyer is increasing transaction costs for all parties within the Value network
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Additionally, the adoption of standard forms of contract for relational exchanges that
are generally incomplete contracts create cost through requiring amendmerihen

do not reflect the services sought and frequently edgosttransaction costs due to
heavy handed governance and in adequate contract management due to bounded
rationality and agency issues. These costs are then compounded due to the frequency of

the procurement cycle created by short duration contracts.

The broader challenges facing the Soc@lding sector are predominantly economic.
Capital is scarce for development and the requirement for social housing ingreasin
consequently housing stock is well utilised and the requirement for effective R&M
regimes to rmaintain the stock is paramourfrom the Supplier perspective poor
profitability and extended creditor days are impacting service delivignynwthe Value
network which remains wedded tologic shaped by historical traditional working
practice. Shofterm contracting and its unintendednsequences impact the sector.
Suppliers are unable to absorb mobilisation and bétisaover the shoriterm, with sib
optimal pricing forcing an inability to invest in R&D and skill development which the
TUPE process exacerbates further reducing Valug¢hie resident€x posttransaction

cost are exponentially increased through poor process design and management practice

again further developing a climate for opportunism and agency issues.

At face value the causes of shtatmism are not immediatelgolvable and the
consequences of known managerial behaviours and actions generally remain
unaddressed making a link to the tragedy of the commons. The Mid Staffs Health

Authority and the findings of the Railtrack disaster are two high profile examples

To develop the thinking around the relational exchange and the impact efeshosim,
there is the opportunity to create a “comntyrof practice” from within the Social
housing Value network. The membership of the group would be crucial if its output was
to have credence. Hosted by CFMD this gragpld develop ideas and concepts to
challenge the current inertia and feed theseSuiply side an€lient side forums. The
objectives for the community: influencing procurement practiesign and contract
development, andenhancing operationamanagement capabilityand developing
performance metrics, with a goal of improving the service delivery performance.

However current practice and thinking is deeply engrained and at best the community
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could expect to influence behaviour and action and in the case of Mid Staff Health it

required 1200 deaths to challenge inertia.
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8 Appendix

HC / TSA repair data
Analysis of the responses relating to the last completed repair

Being advised when workers wouddll. Satisfied 80%
Time taken to start work. Satisfied 75%

Quality of work. Satisfied 78%

First timefix. Satisfied 77%

Work completed otime. Satisfied 78%

HA kept you informed. Satisfied 79%

The key elements that relate to satisfaction with the overall standard of R&M works

relate to the time it took for the works to commence, the slow speed with which the

work was completed and the repair being completed first time. There were small

variations relating to age, gender, and race. The main variation related to geographical

location.

The Existing Tenants Survey 2008 indicated that 42% of the respondents had had a

repair completed in the previous 12 months. Of these 75% of respondents were very

satisfied or satisfied with their R&M service.

Relating to specific R&M worlundertake in the previous 12 month#nalysis of the

responses identified:

Being advised when wkers would call. Satisfied 84
Time taken to start work. Satisfied 81%

Quality of work. Satisfied 85%

First timefix. Satisfied 77%

Work completed otime. Satisfied82%

HA kept you informed. Satisfied 84%
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AC comment s Buyer 1,2,3&4
“Buyer 1”

A customer— focussed organisation which provides a good housing service
with a demonstrable evidence of strong caring and professional housing
support services”.

Howeverfrom the perspective of R&M, it was identified ttatthere was a
weak performance in completing urgent and routine repairs, call centres are
not answering calls within call targets and the operating systems were not
fully integrated to track repairs, oaddress customer queries”.

There was a strong recommendation within the report to review working
practices to ensure that performance levels improve in completing repairs within
agreed target times. It was identified that there were inefficient working
practices relating to call logging, and the monitoring and measurement of

performance between the DLO and the outsourced service providers.

Buyer 2.

“It has not addressed barriers to accessing the services and resident
satisfaction is low. The 2009 surveglentifies that 75% of residents are
satisfied with their overall service. This is in line with the worst 25% of
associations nationally and below the average of 82%".

Telephone answering is poor, call handling is not comprehensive,

“Repairs are not completed within time scales. 93.3% of repairs were
completed in target time, which is below the national average. Performance on
repairs completions in the South Region is particularly poor at 83%. The
Repairs appointment system lacks customer focus. In the North West, only 47%
of tenants get an appointment when ordering a repair against a target of
90%........ccceeenne. Resources are not being used in the most efficient manner
making the service more expensive and the performance lower than it could
be”.

Buye 3were:

“...that customer satisfaction with service delivery was high with the focus
being on the operational delivery of the repairs servicélere the inspection

team noted that planned and cyclical repairs are strength with “Buyer 3
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reflecting Audit Commission good practice in terms of planned and
responsive repairs expenditurehere it was identified that the proportion of
appointments made was 99% against a target of 95%.

In contrast its housing management processes were roundly criticised.

Buyer 4

“It has not addressed barriers to accessing the services and resident
satisfaction is low. The 2009 survey identifies that 75% of residents are
satisfied with their overall service. This is in line with the worst 25% of
associations nationally and below the average of 82%". Telephone answering
is poor, call handling is not comprehensive, and Buyer 4 does not adjust
staffing levels to cope with busy or quiet times. ...... It does not know which
parts of its service are failing to meet its tenant’s rearrents”.

“Repairs are not completed within time scales. 93.3% of repairs were
completed in target time, which is below the national average. Performance on
repairs completions in the South Region is particularly poor at 83%. The
Repairs appointment system lacks customer focus. In the North West, only 47%
of tenants get an appointment when ordering a repair

against a target of 90%................... Resources are not being used in the most
efficient manner making the service more expensive and the perforrean

lower than it could be”.

“Customers contacting Buyer 4 do not receive a quick service. Customer
satisfaction, complaint handling, and service standards are not effectively
monitored................. The organisation needs to develop a comprehensive asse
management strategy. The resident satisfaction levels relating to repair works
was 62% for 2010 compared to 66% in 2006. Overall resident’s satisfaction
levels with the RSL were 67% 2010 and 69% 2006.
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Additional Key Lines of Enquiry
These are theAdditional Key lines of enquiry that thé\C usesto assess the

effectiveness and efficiency of service:

e Access and customer care in Housing service.

1.

5.

Corporate culture and governank®w does the organisation respond to
service users?

Access to servicéAre customers aware of the services available and
how to access them

Information.ls the information provided easy to understand?
Complaintsls the complairg service well publicised and easy to access.
Does the results from the complaints process improve the services and
the quality of services

Consultation and feedbads good use made of the information provided?

e Stock investment and asset management

1.

Access, Customer care and user focdsw easilyto service users
access the service. How clear and comprehensive are service standards
from a service users perspective. What service user satisfaction has been
achieved through asset management

Diversity

Capital improvements, planned works and major repddoes the
organisation comply with the statutory requirements and good practice
on stock investment and property maintenance? Is the organisation
carrying out the right maintenance and improvement work

Responsive repair¢iow effective and responsivethe organisation in
keeping its homes and communal facilities in a good state of repair?

Void repairs.How quickly and to what standard does the organisation
complete repairs to its empty properties?

Gas servicing Value for monefpoes the organisation comply with the
statutory regulations?

Value for moneyHow well does the organisation maximise the impact
from its resource on its stock investment and asset management. How
effectively has the organisation established partnerships geared to
achieveValue for money? Has the organisation used procurement to
achieveValuefor money in delivering services?
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Interview consent form

L | Sheffield Hallam University

Consent form
Title of project: Social housing: The causesand ¢ onsequences of

short- termism for outsourced maintenance contracts.
John Richard Hargreaves.

Sheffield Business School
Sheffield Hallam University
The Stoddart Building

City Campus

Sheffield

Programme leader. Dr. Murray Clark
Director of Studies. Prof. R. Garvey
Project Supervisor. Prof. |I. Price

1. | agree to take part in the above study

2. |1 understand that my participation is voluntary and that | am free to withdraw at
any time.

3. | understand that data confidentiality will be adhered to by the researcher and
the University, and that the data obtained during the interviews will not be used
other than in connection with this project.

4. | agree/ do not agree to the interview being recorded. Additionally the participant
has the right to comment on any transcripts or notes taken by the researcher and
has a right to reply.

5. | agree to quotes being used in the doctoral thesis on the basis that anonymity is

preserved.
Name of Participant Date Signature
Name of Researcher Date Signature

John R Hargreaves
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Realist Ethnographic Study - meeting 1 snap shot

Meeting 1
Prior to attending the first meeting, | was supplied with an agenda. Mgl in

observation related to the volume of items “brought forward” from previous mgseti

with item 2 designated as “B/F from previous six meetings since 24/09/10. ilarsim
format wasadaptedo items 3, 4, 5. Item 7 related to BiEms andhe includedhew

cases. The first item of the new cases identified that “the works were allocatedtio a
contractor 21/12/10 and the works were due to start on 07/03/2011 and that an update
was reqd”. Item 9 designated as “General repamsw items for discussion” focused

on void turnaround times not being met. It identified that property x had been inspected
by two individuals 05/01/2011 and 10/03/2011 and that the works were not complete
with the resident scheduled to move in on 14/3/2041IThis meeting date vea
18/03/2011. On the basis of the minutes and the fact that the meeting was scheduled for
90 minutes | expected a lively meeting.

The meeting again chaired by #3 who adopted a confrontation approach to the group.
From the meeting there were three exchamggsarticular note. They related to work
planning, Information management, resource management and its control. The
overriding issues related to boundary management and goal alignment.

Relating to item three on the agenda

“l am checking for clarificatiorof an agreed process. Void "tuanound are not being
tracked” #3

“The process is ambiguous due to there being various processes” #5

“Where are the controls? Is money being spent unnecessarily?” #3. She continued to
push the point paraphrasing for addexbact

“We do not want you wasting your time travelling on a national basis. Where are the
controls?” #3

The debate then proceeded on to the operating systems in situ as a means of tracking
works.

“Can we use the CRM system?” #2

“What is wrong with email?” #3 “what are the potential impacts?”

“CRM does not always link to the process™#4

“The target dates are set by the contractors, and we need consultation with them”#2

“Is there a problem with the contractors?” #3
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“There is a problem with feedback and repagti#5 “There was an access problem due

to keys to the property not being available”.

“No one had a conversation with meaccess was always available. | would have
expected more and we have now lost considerable time as a result we now have
multiple ofengineers on site trying to catch up” #2

#2 continued to stress the point supported with strongvedmal communication
highlighting the duplication of works, and the issues of revisiting the property and that
this was not her role!

There was an issue saunding the tender process for contractors to undertake works.
Following a situation in a geographically distant where a contractor had walked away
from a specific job.

#5 “All the contractors who have tendered look good”

#3 “Why did the other contractdisappear?”

#5 “We do need value for money”. Their price submitted to undertake the Surveyor had
not accepted the works as he deemed it too expensive. He had being using a consistently
cheaper subcontractor from a different geographical area to the gropert

#2 “Yes but the problem is the quality of the service provided”

#5 “We can discuss this and we will only sign up for a 1@t contract”. The
inference being that the contract term mitigated the risk or exposure to poae servi
delivery.

The meeting moved on to a property where there had been a complaint

#3 to #5. “Why have we not had a response to these agreed works? There is no control,
and this is due to there being insufficient communication. As a result, there areemassiv
duplications or work. Ther are invoices everywhere. These issues continue to go on
and it is just not good enough. Where is the corttble process is not being managed.
“K” is not being advised until well after the works have been compl¢iede are gaps

in the process and our spreadsheets are not being up dated”.

In response, #5 “is there any way that we can ban people from this meeting!”

#3 “We are looking for issues to be addressed”

#5 “We do not want to chase people for invoices for payment”

#3 “But this is not happeningnd it will cause financial issues!”

#5 “We have now started to chase things up”

#7 “This will impact our workload at the yr end and put staff under even more pressure.
#3 "Can't you see this is a duplication of time and effort”
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#5 “What should happen heee.............coooeiiiiiiinee, we will now start to do a manual
check” implying a position of knowledge of working practices.
There was a discussion regarding information flow
#3 “it seems that due to budgets, some surveys are not being dotie atadf think
that they are being done. Housing management is not being informed, the issues are not
being correctly managed, and due to no information being available, we are getting an
increase in the number of complaints. Even with bad news we neeketp people
informed”.
#5 “We are doing the surveys. What do you think? to #1
#1 “Well it depends if | get drew!” — Flippant comment looking back at #5 and
smiling
#3 asked that the repairs team provide information in a timely manner. #5 and #1
engaged in a bout of cognitive dissonance reduetititis not my fault”.
There was then a discussion on the operating systems in situ (four “systems” were
identified as being in use excluding spreadsheets and email) how they conflicted with
each other, who was responsible for updating and who had access to the systems.
The meeting overran its schedule by 1hour 15 minutes.
During the session, | made notes of what | thought were questions that could have been
asked to progress the meeting. These themes were fed into mgteahired interview
with “S”.

* Who sets the budgets for annual operating costs

% What do people measure to understand their level of performance

s What are theoperating processesare they documented and do people

understand them

+» Are there any common or aligned goals

s What are the issues for the residents who are supplied by the organisation

% What is the tender process for the supply of services to this orfjamisa

% How are the work flows managed and who is managing them

% Who has access to the operating and management information systems

% How big is the loss of rent, the cost of duplication and the reputation damaged

caused

It was clear that there is little goalgaiment or purpose of objective between the SBUs
in attendance at the meeting i.e. the housing management group (who were led by the

chairperson#3) and the property services team fronted by #5. From the conversations, it
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emerged that there was little presecontrol over certain elements of the business,
which were having an impact on the residents, and on increasing operational costs.
Following this meeting, | had an informal meeting with “S” who was the Head of
Operations for the group. He explained thathad a finance meeting earlier in the day
and that his role was now more like that of an accountant but additionally he was awa
that there were a “few issues “that were going to be surfaced at the meeting as shere wa
“an agenda”’

After explaining to lm that | had already interviewed two of the MD’s from within the
group his response was:

“What were the answers that they gave you, because they do not know what is really
going on?”

| asked for clarification re the operating systems in the businessiviked that there

were only 3!, but that they do not talk to each other, that they had not purchased the
suppler facing modules for IBS because of cost and so data which was being double or
triple handled has to be manually inputted and that there idfiogienf access to the
system by grade and by SBU.

| agreed to send him an outline of a satnuctured interview, and to interview him as

part of the research process. We arranged this prior to the next ethnographic session.

Realist Ethnographic study : Meeting 2 snap shot
| received the agenda and minutes for the meeting. It followed a similar formsatie

brought forward from previous meetings and issues that had arisen during the month.
Prior to the meeting commencing, | waited until all membedsthken their seats and

then selected a different area of the room to sit in and take notes. A map of theeattend
was made and they were allocated their previous meeting member number. Mateation

to identify if my presence was influencing the discussion.

From the start, their tone and demeanour had changed from the previous meeting. |
made a note to the effetwho has spoken to them this has fundamentally changed”.
The principle issues identified were Information management, Plannirgydoation

and resource control. Inter SBU boundary management and communication.

#3 again chaired the meeting but the language used was more conciliatory and there was
an actual attempt made to chair the proceeding rather than lead the ahé&ejalf of

that SBU.
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The meeting moved through the agenda items with #3 building on people’s responses
with an enquiry “how do you feel about thaiPhe step change came with a challenge
relating to items, which had been flagged up in meeting 1

#6 “How can we put things onto the operating system? There are only certain people
who have access”

#3 “Can you put info into a spreadsheet?”

#6 "We have spreadsheets coming out of our ears but they do not reflect the systems™
#3 “But we have to address these issues, we have to salde¢ss the number of
complaints that we are having”.

#5 “We have a problem it other departments do not action items” This was expressed
defensively.

#3 “We have to confirm to the residents what we are or are not going to do!”

An example was produced relating to a request for a new kitchen, which had been
inspected by a surveyor who had provided no feedback either to the housing team, the
resident or put any information into the operating systenpa#&hrased the questions
seeking understanding of their position but in doing so clearly understood the gist of
their questioning.

#3 “These complaints are becoming major!”

#5 "Do you get many?" who is complaining? Is this a complaint or an enquiry? They
only play us off against each other”.

#6 “Can we have acss to “the system?”

#7 “1 always prefer to talk to staff about what can be done or not". If the residents want
to know whether it is R&M, why don’t they ring me?why do they ring housing
management?"

#6 “But we need to know!”

#5 “What do you need to know, the jobs, what we are doing, or the numbers of jobs
outstanding?”

#6 “X promised me that this would be actioned”

#5 “| am not saying anything different”

#3 “l am not happy. It's about communication and the left hand does not know what the
right hand is doing”.

#5 “They are playing us off against each other. If it is a requestdt in the
spreadsheet”.

267



A major point in the meeting related to the outstanding works and the delays in
addressing these, which related to the appointment of subcontract labour.

# 3'Who manages the surveydt§? This process is shit and is causing problems for
customers other business units and for people in the supply chain. What is the set up
process and who is managing it. It has been outstanding for 2 months.”

#5 “we are stllawaiting references”.

#3 “This is a simple job can you please put some pressure on!”

#5 “We could use another contractor but Arjo want too much money, and sometimes we
have to say no, irrespective of what the OT advises”.

My overriding thoughts werethis is about power and budgetary control and
information management within the SBUrhere must have been information that was
flowing around the business regarding complaints or issues raised by outside
agencie5’? From my interview with “S”, he was the poifor escalation. From my

interviews with the MD'’s, were they aware?

Realist Ethnographic study: Meeting 3 shap shot
| received the agenda and minutes in advance of the meeting. Again, they identified the

items to be brought forward. The longest item requiring attention had been outstanding
for 6 months Prior to the meeting starting, | sat down first in the room and then
observed where people would sit as the room filled. They sat in line with their business
unit allegiances. The meeting was again chaibgd3 but prior to the meeting
commencing it was addressed by "S” to outline the senior managers support to the
process. Was this because of my attendance?

The issue of feedback on outstanding jobs was again the principle item for discussion
with the issue that were identified at the earlier meetings ramgiuraddressed.

Agenda items related to work flow planning, specifically jobs not being logged and
deployed to trades and contractors arriving properties to undertake works tivbere
resident was naware of the visit and would not give access to the property. Following
investigation, it was identified that a member of the “housing team” had given an
instruction to a contractor to undertake works. The property services team being
unaware of the instation.

#5"We have sent out an org chart to ensure that information goes to the corréct place

"1 This was an ironic statement as everyone was aware of the answer
"2 How would an elderly residemtho had been visited by an occupational therapist, have a specialist
bath that had not worked for 2 months?
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#2 “information was sent to K on the 23/4 to put the job onto the system but it is not on”
#5 “we have an issue with finand&ho signs off contractor works when the contractor
has taken information and instructions from people other thsumaeyor?This is an

issue relating to who has provided instructions to the contractor.”

#2"who is going to pay? Housing or the Surveyors?”

# 3" | cannot understand why you have asked this? All the people know the issues, so
who is going to take responsibility for the works?

#2 it is clear that Housing the drivers but what are the surveyors doing in response?”

At this point#3 &#5 are now quite and looking everywhere but at the people around the
table. They get up and leave.

After the meeting, | sat in the room and reflected on the past 90 minutes. During this
time, the “chair” got the team together to advise them that they now had cdmtol,
things would now be better managed, and that they could move towards their objectives.
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Analysis - Mind map s

The mind maps are presented in a @Dd identified by the theme of questions e.g.
Structure.
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