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For organisation operating in the modern competitive economic climate, finding the most efficient ways to function in all areas of the working environment is key to the success of the business. Many organisations have turned their focus on effectively managing their facilities management (FM) is an effort to reduce costs. FM is an area which has seen considerable investment and growth over the past two decades. Due to the consistent growth of the FM sector, it is reasonable to conclude that incorporating well managed FM into an organisation is positive for the business. However, the problem that many organisations face, is whether it is more beneficial for such a service to be conducted in-house or to be outsourced. This research paper will consider that issue and in doing so the paper will be structured into two main section: -

The first section will give a brief overview of FM, incorporating basic history and simple industry lead definitions. It will also provide an insight into the FM industry and discuss its contribution to the UK workforce and economy. 

The second section will form the main body of the paper and will investigate and analyse the dilemma of whether it is preferable that FM services should be delivered in-house or be outsourced to external service providers. This will be evaluated by analysing available literature of academic and professional practice research. The research paper will evaluate the positive and negative impacts of both methods of service delivery and will identify any consequential financial, efficiency and legal issues. The paper will draw on professional opinion through past research that has been conducted in this area.
The research paper will conclude by drawing together the findings and making recommendations.
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According to De Toni, et al (2019) the FM industry originated in the early 1970s in the United States, within the business sector of outsourced services. Over the past two to three decades there has been increasing focus on FM particularly within larger organisations.

FM is frequently considered synonymous with outsourcing, this misunderstanding is due to the association of FM with working activities, granted to external service providers and contractors (Lindberg et al., 2002). Rouse and Sage, (2007) tell us that FM is continually evolving, it is a profession that encompasses multiple disciplines to ensure functionality, comfort, safety and efficiency of the built environment by integrating people, place, process and technology.

Therefore, it is an area of business which companies must ensure is run efficiently to promote sustainability and be cost effective. Many companies have noticed the importance of FM and as a result, there has been a substantial expansion in the FM sector over the past twenty years. In 2003, FM was one of the fastest growing professional disciplines for some years, both in terms of volume and diversity of commercial activity and this is still the case in the Architecture, Engineering, and Construction (AEC) sectors (Barrett and Baldry, 2003; Atkin and Brooks, 2015).  

Today’s commonly accepted definitions are that FM is the practice of coordinating the physical workplace with the people and work of the organization; integrates the principles of business administration, architecture, and the behavioural and engineering sciences (IFMA, 2019) and FM is the integration of processes within an organization to maintain and develop the agreed services which support and improve the effectiveness of its primary activities (EURO FM, 2018).

A report by Global FM, (2016) stated that in 2015-16 the FM sector added $53,868m (£421 Billion) to the UK economy which provided an industry contribution of 1.9% to the country’s GDP. In the AEC sector there are two main ways in which facilities management can be delivered. These being, in-house or outsourced. Pahirathan, (2017) refers to the in-house method as conducting an activity or operation within a company, instead of relying on outsourcing. Therefore, the organisation will use its own employees and time to perform certain activities. Outsourcing however, can be defined as handing over all or part of an organisational activity to an outside contractor. Of the $53,868mm contribution $31,190m (£24.3 Billion) was delivered via out-source services and $22,679m (£17.7B) was delivered via the in-house method. The FM sector work force makes up 1.46% (475,960 personal) of the total workforce for all sectors throughout the UK. Of that 1.46%, 54% are directly employed in-house and 46% are employed via out-sourced contractors. FM is considered to be one of the fastest spreading forms of international trade in a globalisation era (Baitheiemy, 2003; Pahirathan, 2017). Following massive growth, the UK FM sector is regarded as the ‘most mature and competitive in Europe’, with most estimates putting the Total Facilities Management (TFM) value in 2017 as high as $120,000m (£93.7 Billion) with this expected to rise to an estimated $139,000m (£108.5 Billion) by 2021 (CIBSE Journal, 2017).

[bookmark: _Toc534827862]3.0 Review of the Literature and Research
The evaluation of what activities an organisation should outsource and what should be delivered in-house is also a divisive issue. Dunn, (1999) and Booty, (2009) state that all non-core activities of a business should be outsourced. This is also the view of Lysons and Gillingham (2003), who state that outsourcing allows an organisation to concentrate on the areas of business that derive competitive advantage and outsourcing non-core activities to specialists with better skills and expertise is far more beneficial to an organisation. However, one issue identified by a number of leaders in the field, is that an over reliance on outsourced contractors could potentially have a negative effect on the core business. A concern identified by Atkin and Brooks, (2009) and Ikediashi et al., (2012) was that should an organisation need emergency services and the contractor have a lack of resource, potential problems could arise that negatively affect the organisation financially and operationally. 
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Outsourcing as opposed to out-tasking, involves handing the complete management and decision-making power of services such as maintenance to an external contractor or service provider outside the organisation. The timescale may however, a standard out-sourced contract will usually run for 3-4 years with the option of extensions. Out-tasking, on the other hand, retains the majority of the technical competency and decision-making authority in- house and uses outside expertise on a temporary basis to assist in-house capabilities (Atkin and Brooks, 2009).
In the majority of the available research is the primary rationale for choosing out-sourcing is to reduce operational costs to the client (Barret and Baldry, 2003; Baily et al, 2005; and Lyson and Farrington, 2006; Borisova, A., 2011). However, Atkin and Brooks, (2009) suggest that the lack of control could unintentionally lead to an increase in cost. Furthermore, the research shows that in most cases, these anticipated cost savings never actually come to fruition, or will not meet the expectations which initially lead to the decision to outsource in the first instance.  Therefore, it would appear that for some organisations the main impetus for outsourcing services does not actually yield the desired outcome (Kakabadse and Kakabadse, 2002; Cigolini et al., 2009). Therefore, the aim of reducing operational costs will not always be the determining factor in the evaluation due to the uncertainty that this objective will actually be achieved. Other common reasons for outsourcing are shown in Figure 1.1.

Figure 1.2 The most common reasons for outsourcing (Borisova, A., 2011).
The ability to gain access to the most advanced technologies and external expertise can be seen as a real advantage. This theory is supported by many leaders in the field of facilities management (Bustinza et al., 2005; Ghodeswar and Vaidyanathan, 2008; Atkin and Brooks, 2009; Kroes and Ghosh, 2010). An example of this could be a banking organisation outsourcing the repair, maintenance and servicing of its mechanical and electrical systems. These systems would not form part of the organisation’s core business (i.e. banking) however, by out-sourcing the organisation can access the very latest technologies an expertise. This allows the organisation more time to develop the competencies in their area of expertise. Where outsourcing non-core business activities can lead to complications however, is when an organisation develops an over reliance on outsourced support services (Lacity and Hirschheim, 1995; Atkin and Brooks, 2009; Ikediashi et al., 2012). Resolving emergency repair and maintenance for example can only be achieved should the contractor have available resources, materials etc. Should the organisation only rely on one contractor for such services, without having an in-house team to deliver emergency maintenance; this can present real complications from both a financial and operational perspective.  Therefore, careful consideration should be given when considering outsourcing all non-core business activities and there should be an evaluation of how this will logistically be delivered should a contractor be unable to delivered and also the impact this will cause to the organisation. i.e. there should be an assessment of the risk of non-delivery and potentially a contingency plan. 
Another significant factor that influences outsourcing decisions is the belief in improved quality and increased flexibility. The rationale for this is that external contractors are obliged to provide the client with a quality service and failure to deliver the agreed terms of the contract could see the abrogation of the contract (Hinson et al., 2006; Beulen et al., 2006). Furthermore, external specialist contractors are better equipped to provide immediate responses to changes in technology and services where as a small inhouse team may struggle to keep up to date with rapid chances in technology. A contractor can also usually offer the client a degree of flexibility, which is limited with in-house experts and response time to changes is longer (Buck-Lew, 1992).  These benefits however can only be realised if the right contractor is selected. There is a risk that the selected contractor will not be able to achieve the level expectations of the client and as a result the anticipated quality and flexibility advantages are not realised. (Barret and Baldry, 2003; Aron et al., 2005; Atkin and Brooks, 2009). This adversely affects service delivery; particularly where long-term contracts are engaged with poor contractors and service providers. 
Outsourcing facilities management, will often include functions connect to and governed by statutory or regulatory obligations, particularly relating to health and safety compliance requirements. Delegation of responsibility to a third party for these functions is often seen by the client as transferring the criminal or civil liability in the event of non-compliance (Sopp, 2017). This however, is not the case and the client will retain all accountability for their statutory obligations whether they are outsourced or not. 
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Much research has been carried out into the advantages and disadvantage of out-sourcing FM services. A particular disadvantage within outsourcing however, will not automatically propose that the particular area would be any better delivered in-house. Therefore, the advantage and disadvantages for the in-house method of FM service delivery will also need investigation.  Just two decades ago, FM was predominately delivered in house. This meant that companies would directly employ people to deliver services such as cleaning security and maintenance etc and would only rely on contractors to deliver specialist services such as air conditioning maintenance. In-house facilities management is utilised when an organisation employs a specialist expert to develop and deliver the FM services. The in-house approach is a “service that is provided by a dedicated resource that is employed by the client directly. Where monitoring and control of performance is usually conducted under the terms of conventional employer/employee relationship, although internal service-level agreements many be employed as regulating mechanisms” (Barrett and Baldry, 2003). 
The Method of in-house delivery of FM services has been researched and several disadvantages associated with this provision have been identified in previous research. Atkins and Brooks, (2005) suggested that if the scope of the works were poorly defined then this would almost inevitability lead to problems in the management of the service which would ultimately result in higher supervision costs. The study also concluded that without strict allocation of roles and responsibilities, it was challenging to measure the performance of in-house personnel. One of the biggest threats that was identified, was complacency in the in-house team, which was also observed by customers. Further issues that were identified through research conducted by Conner, (2003) was that well-managed in-house departments frequently run up costs way above outsourced counterparts simply by over-providing quality of service. It was also noted that in-house teams sometimes do not have the authority to take on temporary relief staff as easily as their external counterparts. 
In later works however, a study conducted by Wise, (2007) found that there were many advantages to keeping FM in-house. Wise, (2007) states that employees who were directly employed as opposed to being contracted had more drive and took ownership of the tasks they had been given. The study found that in-house employees performed better than outsourced contractors who made decisions on how the tasks given would affect employees. The study also found that although organisations were able to choose the very best contractor in terms of experience, quality, speed, and efficiency this only resulted in quick fixes and was not sustainable in the long term. The in-house option lead to improved employee and customer satisfaction which allowed employees to grow and progress giving better career prospects and reduced staff turnover. The results of the study also showed that long term financial analysis supported in-house rather than the out-sourcing option. 
Therefore, as with out-sourcing there are many advantages and disadvantages to retaining services in-house. The challenge for organisations however, will be anticipate how the organisation would be affected by such outcomes and whether they would be able to gain a competitive advantage from either method.  
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The research highlighted in this paper demonstrates that there are advantages and disadvantages to the implementation of both the in-house and outsourcing method of facilities management and there is neither a right or wrong method. In short there is no best method, suited for all organisations to implement. The ultimate decision of which method is chosen, will need to be decided through consideration and careful planning by the organisation depending on the nature of the company and its resource objectives etc. The research tells us that the decision cannot just be made on areas such as cost alone, as costs can be uncertain and variable. However, if this is the driving factor for outsourcing then consideration must be carefully given to other areas such as control and how the organisation can avoid uncontrolled spending via a service provider. 
Many organisations believe that through out-sourcing they are reducing the risk imposed on the organisation. An example of this is statutory compliance. However, outsourcing areas such as statutory compliance does not take away the legal responsibility from the client. This is a major factor when planning and identifying contractors, however it is rarely understood by the client. For example, the Gas Safety (Installation and Use) Regulations 1998 & ACOP L56 state “it is the responsibility of the landlord to ensure that each appliance and flue to which that duty extends is checked for safety within 12 months of being installed and at intervals of not more than 12 months since it was last checked for safety”. Therefore, if the service provider fails to service the appliance within the designated time the accountability for the failure would fall with the client and not the service provider. 
For many organisations it would appear the most satisfactory approach would be to incorporate a combination of both in-house and outsourced expertise. For example, much of the standard maintenance and repairs, IT, cleaning, customer service etc, can be completed by in-house staff and therefore, will reduce the net spend on outsourced contractors or service providers. Also, in-house staff will be available for emergencies that have to be dealt with. Using completely outsourced service provider (unless given exclusivity) will remove a degree of flexibility. 
Complete outsourcing of FM should only be considered when, as Lysons and Gillingham (2003), explained, that would allow an organisation to concentrate on areas of business that derive competitive advantage. Therefore, increasing profitability to the organisation. FM is however, largely outsourced with many organisations only employing a facility manager for superving services over contractor and service providers. Ultimately, the key driver for the FM sector is the need to provide increased productivity and efficiency; so whether an organisation decides to retain and continue with in-house teams or outsources all of its services, the ultimate decision will usually come down to cost.
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