
 

New to facilities management outsourcing? 
 
This comprehensive summary of the history, evolution, challenges, pitfalls, benefits and trends 
in facilities management will give you a solid knowledge base to hold your own among experts.   

Chris Smith, Principal Consultant, FM, JRP Solutions. 
 

Some background information 
The global facilities management (FM) outsourcing 
market is expected to grow to a value of circa $1.35 
trillion by 2020 with growth across all markets in 
North & Latin America, Asia Pacific and Europe. The 
UK sector alone is estimated to be worth circa £112 
billion and expanding at about 4% per year. (source: 
Global FM Market Sizing Study 2016). 

 
However, the market is not just expanding but has 
matured and developed to offer increased value as 
customer expectations are broadening to include 
more value-added FM services.  Companies are 
looking at their facility assets and services with an 
increasingly strategic point of view. They are looking 
for ways to focus their resources on their company’s 
core mission and values. Senior leaders are exploring 
ways to leverage their facility assets and services to 
support and even enhance their core business while  
 
 

 
minimising their costs; simply put, they want to 
maximise the value delivered through facility assets 
and services. 
 

Hence customers increasingly expect FM providers to 
assume responsibility (i.e., accept risk transfer) for 
regulatory and labour law compliance for example 
and to take an active role in advancing the company’s  
strategic mission. To this end, FM suppliers are 
evolving from service providers to strategic partners. 
 

These changing demands have required a new way of 
thinking about the delivery of FM services, as the 
industry transitions from having a single-service, local 
outsourcing model, to providing integrated services 
delivered seamlessly to the customer on a national 
and even global scale. 
 

Company leaders are looking to respond to increased 
social, economic and regulatory pressure to establish 
sustainability policies and programs. They see the 
significant impact that their facility operations can 
exert on all of these areas and are looking for 
companies that can partner with them to enhance the 
effect their facility assets and services have. At the 
same time, they see FM and services as non-core to 
their business and are looking to benefit from forming 
strategic long-term relationships with companies that 
are facility experts. In conjunction with larger scopes 
and longer-term contracts, companies are looking for  
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their FM partners to be strategic thinkers that deliver 
increased value through their facility assets and 
services. Ultimately, they are looking for vested 
partners that are FM experts to guide them in getting 
the best out of their facility assets and services. This 
paper aims to discuss these developments in the 
context of the evolution of the FM industry, the 
underlying drivers for recent growth and the solutions 
outsource providers are providing for their clients. 
 

Evolution of FM 
Facilities management started as little more than 
janitorial and caretaker services during the 1970s, 
involving building maintenance and cleaning. Cost 
cutting by businesses in the 1970s and 80s led to the 
outsourcing of additional non-core services such as 
lighting, heating, plumbing, air conditioning to facility 
management companies. By the late 1990s the scope 
of outsourced FM services had increased to a very 
broad spectrum of non-core business activity 
including:  
 

• Cleaning and janitorial 
• Infrastructure maintenance (mechanical and 

electrical - M&E) 
• Security 
• Waste management/recycling 
• Document management and reprographics. 
• Catering 
• Postal services 
• Grounds maintenance 
• Pest control 
• Small works (low value <£10k project works). Office 

refurbishment etc. 
• Reception services 
• Car parks and transportation 
 
 

These early outsourced FM contracts where mostly 
single-source, often fixed price, long term (5-10 years) 
with a preference for input specifications where the 
client defined what, how and when services would be 
undertaken. 
 

In the late 1980s we saw the beginning of soft FM 
services, (cleaning, catering, mailroom security etc.) 
and hard FM services (mechanical, electrical, heating, 
ventilation, plumbing, building control safety systems 
etc.). These services were often achieved through 
bundling individual service contracts. As confidence 
with the supply chain grew in the 1990s, clients 
sought to gain more and more value from the 

outsourcing strategy and looked to bundle additional 
services with fewer suppliers. 
 

In the early 2000s, companies also started turning to 
FM firms for business process outsourcing (BPO) – 
payroll, human resources, finance and other internal 
functions.  In the 1980s, about 90% of FM services 
were performed internally, with the rest supplied by 
individual service providers. In the 1990s, it was 
evenly split between in-house and individual service 
providers, with a small percentage performed by IFM 
organisations. In the 2000s, Integrated Facility 
Services (IFS) started to capture market share from all 
three segments, with the largest reductions seen by 
individual service providers. Less than 20% of FM is 
now performed internally. 
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FM Trend 
A trend toward increased outsourcing and gradual 
consolidation of vendors has been evident since the 
1980s. With globalised contracts, both the service 
delivery and the contracts themselves are 
consolidated. This led to an increase in managing 
agent and integrator models.  A typical scenario 
would be that a FM service provider or FM 
consultancy would act as the supply chain manager of 
a customer’s multiple individual subcontractor 
contracts. Typically, this managing agent or integrator 
would manage the client relationship and the multiple 
subcontractors that actually deliver the service. This 
model however inserts a layer between the client and 
the resources delivering the services. The 
arrangement fosters separation of duties among 
subcontracts and often leads to unnecessary silos 
where services are separated due to contracts, and 
subcontractor employees resisting when asked to do 
something that is outside of their scope or contract. 
 

 Since the 2000s, that environment has become 
considerably more flexible, with self-delivery and 
integration of services by the FM providers. With the 
integrated model, one provider delivers several 
service lines and cross-utilises its employees to 
provide services across silos. The higher the 
percentage of services provided by the prime supplier  

 

(versus sub-contracted), the more successful the 
integration will be.  
 

These integrated services however requires specific 
contract standards and language that differentiate it 
from a single-service contract. The contracts are more 
performance based: rather than specifying with a 
checklist how often a space is to be cleaned, for 
example, it sets a standard for “clean” and requires 
that the FM service provider maintain that standard 
without prescribing how. These performance-based 
contracts require well-structured and focused 
governance from both parties. The governing 
structure between the client and vendor, should 
define the performance metrics that provide 
measurement of the work, and an outline process to 
manage the relationship. 
 

From the customer’s perspective, service integration 
provides the convenience of a single point of contact, 
greater efficiency and financial certainty. This results 
in a reduction of cost-plus situations, as suppliers are 
held more and more accountable for their spend. At 
the same time, the customer benefits from 
simplification in the form of reduced contracts, more 
transparency and control, fewer invoices to manage, 
reduction of management systems and a 
standardised and consistent SLA. 
 

Today, the trend continues to move towards 
centralised and integrated FM. Enlightened 
organisations now consider FM as an integral part of 
their strategic plans as opposed to just a cost to the 
bottom line. Technology, owned and operated by the 
FM companies, is moving at pace and provides 
improved communications, real-time reporting and 
intelligent monitors that not only reports on KPI’s and 
SLA’s via electronic dashboards but can also monitor 
critical asset performance. This intelligence is vital to 
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ensuring financial plans have the objective evidence 
required to support realistic capital and revenue 
facility budgeting.  
 

‘Best in Class FM’ 
The FM marketplace is growing, and FM service 
providers are evolving to keep up with shifting and 
expanding customer demands. They increasingly offer 
value-added services, including effective risk 
management, HSE and local labour law management. 
They increasingly have the capability to provide 
excellence across a broad menu of services and 
consistent self-delivery on a global scale, as well as 
the flexibility to grow and change along with the 
customer. 
 

The customers’ explicit demands are tangible: “clean 
facilities”, “100% uptime of critical assets” and “allow 
me to focus on my core business”. Implicitly, the 
requirements are reliability, responsiveness, 
convenience and cost-effectiveness. 
 

On a broader scale, the customer is concerned about 
the integrity of its brand, and their image, in part to 
attract the best and brightest employees. To 
accomplish this, they are looking for ways to leverage 
all of their assets, particularly their facilities. They are 
not looking for a supplier but a strategic partner that 
is going to deliver best-in-class FM to help them 
leverage the value of their facility assets. 
 

Facilities are increasingly seen as an integral part of 
the strategic and cultural journey of an organisation.  
 

The ‘best in class’ FM providers are today focused on 
finding new and innovative ways to make facility 
assets and services not only relevant but critical to 
enhancing the customer’s employees experience and 
enabling their core business.  
  

Outsourcing: Getting it right 
There is significant evidence that FM outsourcing has 
delivered real long-term benefits over the last 30 
years. The industry has evolved, developed and 
matured over that time with a growing number of 
organisations who now enjoy ‘best in class’ FM.  
 

However, outsourcing can be a difficult and complex 
process and organisations often struggle to align their 
organisational objectives with the outsourcing 
programme and to optimise the potential benefits of 
the strategy. 
 

There remains a significant number of companies who 
have failed to optimise the outsourcing opportunity 
and are often frustrated with poor supplier 
performance which in turn leads to a lack of supplier 
confidence and who end up re-tendering after just a 
couple of years. 
 

Conversely, those companies that successfully 
implement tailored and well managed outsourcing 
programmes can realise real tangible and long-lasting 
business benefits and enjoy partnering relationships 
with trusted suppliers who focus on the client’s 
organisational goals and objectives. 
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To achieve this, it is vitally important that the client 
leadership collectively establish, early in the process, 
what they hope to achieve from an outsourcing 
strategy. A vision for the future and a clear set of 
‘Critical Success Factors’. This is the bed rock of 
successful ‘best in class’ FM. With clarity of purpose 
from the leadership an effective FM outsourcing 
program can be developed that aligns with the 
organisation’s goals and expectations.  

 

Post Carillion 
Public trust in outsourcing was seriously damaged 
with the collapse of Carillion in January 2018. A report 
produced in July 2018 by the Public Administration 
and Constitutional Affairs Committee (see link below), 
provides good insight behind the root cause of this 
failure which reinforces the need for realistic 
commercial arrangements and effective governance 
of outsourced services but concludes that outsourcing 
remains a key strategy for all public services. As we 
roll towards 2020, the facilities management market 
remains healthy with analysts predicting its continual 
global growth. 
 

After Carillion; Public sector outsourcing and 
contracting:  
https://publications.parliament.uk/pa/cm201719/c
mselect/cmpubadm/748/748.pdf 
 
 
 

Change management 
Many organisations adopting outsourcing strategies 
are now into their 3rd, 4th and 5th generations of 
suppliers. Many have remained and evolved with one 
partner; others have shopped around and changed. 
However, the primary (first time) outsourcing from in-
house to outsourced remains the most challenging 
step to take. The emotional, political, and 
organisational challenges should not be 
underestimated and requires strong leadership and 
significant change management and communication 
skills in order to effectively make the transition. 
 

When working with all clients on FM outsourcing 
projects, I place great emphasis on the importance of 
the organisation’s leadership team developing a 
strategic long-term vision and identifying ‘Critical 
Success Factors’. This is especially important when 
outsourcing for the first time in order to identify 
potential stumbling blocks and pitfalls and to align the 
project mission and strategy with the organisations 
culture and constraints. The unique challenges of a 
primary outsourcing requires (more than most 
projects), the collective commitment, agreement and 
clarity of purpose to ensure success.  
 

I strongly recommend this work is undertaken as the 
first step in any FM strategy review. 
 

FM organisational structures 
Client/supplier interface 
Management systems, support structures and skill 
sets required by clients to facilitate an internal service 
delivery operation is significantly different from that 
required to manage an outsourced operation.  
 

Many organisations fail to adjust and appropriately 
align the internal interface with the supplier’s 
structures. This often leads to role ambiguity, 
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duplicated roles, and systems, leading to increased 
costs and frustration.  

 

Whilst I acknowledge that it can often take a number 
of years to evolve the optimum structures and gain 
trust with the supplier. The right structures remains 
key to the success of any outsourced service and 
requires the leadership to have clarity on how the 
client side structure should operate in the fullness of 
time in order to ensure appropriate internal roles are 
recruited with the required skills and are trained and 
developed. 
 

Client accountability 
Organisations often suffer with outsourcing strategies 
as a result of fragmented internal FM accountability: 
• FM budgets held by individual departments;  
• Inconstancies in specifications, service levels and 

standards as departments set their own;  
• Inconsistent internal FM policies and or strategies 

(pockets of isolated outsourcing from one or a 
number of departments). 

• Confused outsourced ownership. (Who owns the 
contract/accountability, purchasing, FM 
department, finance etc?  

 

The aim is to ensure there exists a consistent standard 
across the organisation that is both effective and fit 
for purpose for all departments. This should be 
centrally managed and controlled. The accountable 
internal function would typically operate as both a 
service provider and regulator to the whole 
organisation and would be accountable for the 
governance and service delivery of services through 
its outsourced provider. These are areas that need to 
be addressed in order to optimise any outsourcing 
strategy. 
 

Conclusions 
The facilities management profession has come of 
age. The solutions offered today are adaptive to meet 
the demands of the changing workforce and world. 
FM companies are developing visionaries who are 
both skilled and knowledgeable about FM and 
operate as the customers ‘trusted advisors’ who 
consistently and proactively operate in the best 
interests of their clients.  
 

Companies looking to adopt, develop or expand FM 
outsourcing strategies today have a growing number 
of very capable FM organisations to choose from. The 
key however to optimising the desired benefits is 
ensuring the complex process, both internally and in 
the supply chain, is managed with a clear vision and 
supported with expertise and knowledge in order to 
avoid the pitfalls and optimise the opportunity. 
 
For more information about facilities management 
outsourcing, please email info@jrpsolutions.com or 
call 0800 6127 567. 
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