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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 relational exchange in the 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 costs and Agency
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.

I am very grateful for the advice and assistance provided by my Director of Studies Prof.
If. Price, and Prof. Bob. Garvey, my Supervisor, whose influence assisted in the
development of my thinking and the structure of the project. In addition to my proof
readers, Dr. Darryl MacGregor, and my wife Kathryn Hargreaves, whose patience,

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



1 Introduction

The study sought to identify the possible impact of short-term duration contracts on
stakeholders engaged in a sector of the FM market place. Its focus is on the trading
relationships between private sector “Suppliers” and public sector “Buyers” providing
Repairs and Maintenance (R&M) services to the Social housing market sector. This
channel has specific operational traits and legal obligations that are held in common.
The study will therefore focus on R&M service delivery a means to identify issues that

potentially arise out of short-term contracts.

Project background
In 2005 built asset maintenance accounted for approximately 45% of total UK

construction output, employed 1.17million individuals and represented approximately
6.2 % of the gross added value (Jones & Sharp, 2006). The FM industry is a “traditional
construction / contracting” industry and by design, structure and operation “mechanistic”
and bureaucratic. The links to the céncepts of scientific management and “Taylorism”
can be clearly observed through the imposed system of operationalisation of work force,
goals and measurements and the “language” in day to day use which varies little from
the smallest firm to largest PLC involved in the supply services (Price & Aklaghi 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 (1947) suggested that bureaucracy was a rational form of organisation
that carried mechanistic principles into all areas of work and social life. Morgan with
his description of organisations as machines also sees the dichotomy, as “how to kill
creativity”, Morgan (1989) quotes, “This is exactly what happens in the course of
developing mechanistic approaches to organisations” (Morgan 1997). Consequently,
how do the traditional working practices of the sector stifle innovation and creativity?

Or is MBO a feature or an unintended consequence of the absence of job discretion?

The Social housing 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),

Registered Social Landlords (RSLs) to Housing Associations (HAs). The sector is



highly regulated and controlled, with considerable 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 and commercial lenders who
lend large sums to them relatively risk free. They are feted as high performance
organisations within their market place, and “cash cows” for suppliers. Services to this
market are provided either by Direct Labour Organisations (DLO) who have 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 results-orientated relationship with an external service
provider for activities traditionally performed within the company”. Rebernik & Bradac,
(2006, p1005). These outsourced services can be considered from two perspectives,
Transformational or strategic outsourcing, focussing on process and service innovation
and business improvement; and Traditional outsourcing with the emphasis on business
tactics to improve flexibility and efficiency in service execution. The critical objective
is to enable the employer to focus on its core competencies with the aim for both parties
to engage in a business relationship where both parties 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 expensive than buying service and products

in the “market”.

The current market potential for suppliers to the Social housing market sector is in
excess of £10.0bn per annum.' In the construction sector, this market place is highly
sought after, with several of the major 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 services/ FM
organisations. The supply chain of main contractors and subcontractors is a major
employer in UK Plc - in excess of 65000 FTE’s. Many tradesmen joining the private

contractors via TUPE arrangements from the HAs as services were “contracted out”

! An element of the research project was to gather information on a daily basis from the Official Journal
of the European Union - TED website regarding government and NGO tenders, their contract term value
and the period and specific contract details. Inside Housing published the value of R&M as £14.0bn for
2010.



from the DLO’s. The irony here is that “jobs for life” DLO tradesmen are now
employed under service supply contracts that may be as short as a specific task to a

Three year contract.

My trading relationships gave me privileged access to EU documentation, internal
reports and interviewees at the highest level within organisations and Government
departments. In reviewing the 2011 market position there were a number of trends that
were identified, that whilst pertinent to the organisation were also a feature of the
Industry. These were related to the procurement process, which ultimately impacts on
the structure of the businesses operating within the industry; the contract, which defines
and shapes the business relationships; the operational processes and engagement of
people in the delivery of the services, and additionally, the management of service

delivery and the measurement of performance.

Context
In 2006, I 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, to facilitate
the development of the organisation’s strategic objective, i.e. to become a niche market
player within the FM industry, and to develop and implement a rolling three year
business plan which would mobilise the changes required and provide milestones

against which progress could be measured.

Analysis of the firm’s contract performance highlighted a number of issues that were
specifically related to the contract term. The organisation had 90 live contracts; 6 of
these were related to the delivery of FM services within a PFI framework, 14 were
evergreen contracts’ relating to Estates management, and the remaining 70 were all
relatively short term contracts i.e. between periods of 1-4 years, and which were all
designed to be delivered within the framework of a standard form of industry contract’

Analysis of the operational and financial performance was consistent across all the
contracts. From an operational context, there was a huge amount of activity in year 1,
specifically relating to mobilisation® and a higher than expected number of response
calls in relation to the volume of planned works, year 2 identified a consistency of

delivery for both planned and responsive works, whilst year 3 showed a consistent level

? Perpetual contracts requiring a specific termination.
3 Standard forms of contract. JCT, TPC NEC, NHF
* And also a higher volume of response calls than were budgeted as part of the bid process.

10



of planned works but a reduction in the number of responsive works. Financially the
contracts made a trading loss in yearl, made the budgeted profit in year 2, and exceeded
the budgeted profit in year 3. However, the year 3 profit was generated due to the
reduced spend on repairs — 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 tension, within the work force,
that although covered by TUPE® they had the impression that they were little more than
“skilled migrant workers” who were considered disposable by their employers and as a
consequence suffered from a lack of investment in their personal career goals or in the

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 identified in the
latter months of the contract®. Discussions with the supply chain and with industry
organisations confirmed that this was endemic within the industry and was a feature of

operational practice.

The longer term contracts ha& no such issues. Operationally they were mobilised
effectively, service activity was as expected. Repairs performance, in terms of volume
was always less than the level budgeted, planned maintenance was more effective, first
time fix rates were higher and “call backs” to works completed were always less.
Overall customer satisfaction with the service being delivered was significantly higher
than the standard duration contracts, both in terms of the client who procured the
services, and the Resident or property users. Additionally, the financial performance
was also improved with the “actual” revenue, 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 waste”, is
short-termism a feature of FM contracting and outsourced services in general and why

are the R&M contracts for public sector housing so short in duration?

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

11



As my thesis will suggest, this short-termism in FM contracting does have a potential
negative “cost”, for both “Buyer” and “Supplier” in terms of increased ex ante and ex
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 round” on
employees. The “Residents” in terms of poor service quality, the sector supply 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 short-termism a desired position for the supply chain due to increased
buying opportunities and hence profit potential. Does it allow the “Buyer” to reduce risk
due to poor procurement practice and an inability to effectively contract manage their
“Suppliers” performance due to asset management not being their core competency ? —

are the level of transaction costs and inefficient service a price worth paying?

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

e To identify if short-termism is prevalent in the “outsourced” supply of FM
services, its causes and the consequences for the Social housing sector

e To compile a Meta analysis on the literature applicable to the identified themes
and to relate the analytical narrative to the relevant literature and to explore and
explain the data obtained from the research.

e To undertake research towards developing FM performance and to contribute to

the debate which, challenges the current working practices of the FM sector.

Contribution and Practice

Contribution
e The unintended consequences of G-D logic within R&M service delivery which

challenges where and for whom value is created in the relational exchange.
Traditional Short-term contracts heavily influenced by construction sector
practice and opportunistic behaviour stifles the application and development of
S-D 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 Procurement. Current procurement design and management practice create mal
distribution within the sector, which is compounded due to Buyer/ Supplier
polarisation. The design of long term outsourced service contracts should be
driven by Service-dominant logic. The concept of delivery by a supply chain
makes the principle purchase the “relationship”. The evaluation process should
support the ability to deliver the works throughout the contract period and the
concept that Quality and value in service delivery are co-produced.

e Performance measurement. Current academic measurement theory will fail
within the work environment as FM service providers adopt varying
performance measurement processes within the hierarchical structure of their
organisations i.e. Strategic, functional and the 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 costs. This challenges the validity 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

Stimulate interest for the establishment of a community of practice to challenge
traditional sector working practices and to develop R&M service delivery and reduce
transaction costs within 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 contracts. An objective being, to
facilitate a challenge to the goods dominant, construction ethos of trading
relationships within the Value network.

e The design and application of the procurement process based on service
dominant logic

o The development of forms of contract which reflect the needs of the Social

housing R&M industry and which reduce the level of ex ante transaction costs
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e The design and application of performance metrics which reflect the operational

and contractual measurement requirements of the sector

Constraints and limitations
Within the context of this paper it was recognised that there constraints and limitations

on what could be achieved, and these specifically related:
e Access to interviewees with the Relational exchange.
e Access to internal organisational documents
e To the volume of research undertaken within the literature, on the topics 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 months was planned

A priori knowledge
As a practitioner within the FM industry working at “board level” in operational

positions for organisations engaged in the supply of FM services, it is has to be
acknowledged that I am to some extent “operationally familiar” with the issues that I am
researching. Additionally, I have worked in service operations management for 20 yrs
and have an interest in the use of performance 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 working
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 research, it is fundamental to obtain impartial data, and
therefore the methodology adopted is inductive, 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 positioning. At the start of this DBA
journey Two years ago, I identified myself firmly within the functionalist paradigm as
espoused by Burrell & Morgan (1979). I started my second assignment introduction by

describing how I had recently met Bartemeaus, the blind beggar who upon hearing that
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Jesus of Nazareth was passing by him, started to shout aloud “have pity on me”, by
continuing to shout louder and louder Jesus eventually calls 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 were excellent at using metaphors to illustrate what was going on,
Morgan (1997) quotes, “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 potential
affliction of the management researcher — is the issue identified really what is going on?
As a “positivist”, my critical issue has been the management of the dualism between
subject and object and that it is possible to separate the subject, the knower or the
researcher, from the object, the known or the observed, through the application of
scientific methodology. This can however be limiting and could make me the researcher

suffer from the same blindness that affected Bartemeaus.

For me, I assume that I can take a neutral position in which I can stand back and
observe the “world” objectively, and within this context thereby 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 constitute reality”.
Gill & Johnson (2010, p195). Consequently, I adopted a pragmatic approach to the

research question. See Section 3: 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 of the research project is the world view and stance taken by the

senior managers / Directors of the “Buyers” (see Section 1: Project Context); there is a
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need to understand their position and rationale regarding the criteria adopted in their
approach to “Supplier” procurement. This is certainly subjective due to the individual
stances taken, and as such, an approach needs to be adopted that will facilitate the

generation of data.

The critical question? Is the methodology and method appropriate for the study? By
adopting a pragmatic methodology it is envisaged that I can get the “best” world view.
Gill & Johnson (2010, p.206) cite Law & Lodge, and their notion of “workability”,
specifically truthfulness in a pragmatic sense. Within this concept they argue “that if a
theory/ network allows 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 change”. In summary

they suggest therefore that workability of a theory is a function for which it is used.

Tashakkori & Teddlie (2003) argue the position for linking mixed methods research and
a Pragmatic methodology, suggesting the following points as:
e The research question is of critical importance
e Quantitative and qualitative methods may be utilised in a single study
e The utilisation of meta physical concepts i.e. reality and truth should be
abandoned,
e Should force a choice or dichotomy between neo empiricism and constructivism,
and that a “practical and applied research philosophy should guide

methodological choice”.

Support for this position is provided by Morgan (1997) “If there are any criteria
available for evaluating knowledge, they relate to the way knowledge serves to guide
and shape ourselves as human beings - to the consequences of knowledge , in the sense
of what knowledge does to 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 “truthfulness” of
any methodological corroborated account or explanation would be made available or be
testable only through practice, it is paramount that the researcher provides a clear and
unambiguous guide to the practical ramifications of the theory and any subsequent

practices that would pragmatically 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 question and will
explore both qualitative and quantitative sources of data collection, will focus on the
practical implications of the research and will emphasize the importance of conducting
research that best addresses the research problem. (p23) Given the diversity of views
and the complexity of the value network a pragmatic approach was adopted. See Section

3: Methodology.

Johnston and Clarke (2001) suggest that cause and effect thinking maintains that there
are strong and direct relationships between service delivery 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. A synthesis of the EFQM ’ 1988 model, the
Performance network is presented by Johnston and Clark as the combination of two
networks, the interrelated set of results and the interrelated set of drivers and the
relationships between them. Several organisational variables have the potential to
significantly impact on the operational drivers. e.g. management capability

The drivers network is promoted as the “levers” that managers can apply to gain an
anticipated result. Johnston and Clark argue that is possible to “capture a thread through
an organisation” (p303) to gain an insight into its operational quality. The Performance
Network thread that I have adopted has been used to consider the starting point for the
framing of my semi structured interviews, and as a means of presenting the findings of
the research project. See Section3: Realistic Ethnography, Section 4: Findings and the

interpretation of findings and Thesis structure.

Thesis structure
The Thesis is structured within 5 Sections. The findings of the research are presented in

Section 4 by both question topic, emergent theme from the data analysis and identified

by colour. E.g.D Process: The procurement of outsourced services.

7 The European Foundation for Quality Management was founded in 1988 and its awards were presented
to organisations that demonstrate excellence in the management of quality as their fundamental process
for continuous improvement.
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Glossary of terms & Table of Acronyms

AC — Audit Commission

ACA - Association of Chartered Accountants
CAFM —Computer Aided Facilities Management
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 Organisation

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 Enquiry

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

RBYV - 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 terms 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 project, several 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 obtained and to
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 exchange and which were applicable to all parties
within the Value network of the industry. These being:
e Transaction costs created via trading 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 “Suppliers”, and

e The Unintended consequences of management actions.

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

research reflects on the real world. Existing practice, presented in Section 4: Findings
does not match the theory in literature, and may cast doubt on its validity. The literature
was to be complementary in terms of FM “Supplier”, “Supply chain” and “Buyer” i.e.
the “FM Value network”, and was to review of operational literature, within the context
of the subject matter i.e. targeting, measurement and its impact in supporting short-
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 study, measurement is relative to the design
and content of contracts, the management of organisational performance, the control of
process and the assessment of service quality. In short 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) identifies the 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. Porter argues that it
is the “organisational competence” to perform particular activities and the ability to
manage the linkages between activities that are the principle source of competitive
advantage for organisations. An organisation’s value chain is embedded within a larger
stream of activities; a grouping which Porter terms the value system or value network.
Product and service suppliers create and deliver the purchased inputs used in a
customer’s value chain i.e. upstream value. In this relationship suppliers are not only
delivering services but can influence the customer’s performance and impact their
business proposition. In this scenario the Supplier’s product becomes part of its Buyer’s
value chain. The Value network is relevant to my study due to outsourcing and the
subcontracting of services, and its impact for value creation in “customer to customer”

relationships.

Porter (1985) implies that organisations, as a prerequisite, have to provide value in the
services that they deliver; the scope of an organisations activity has a powerful role in
creating competitive advantage through the links within the organisational value chain.
Every firm is a collection of activities that are performed to design, produce, market
deliver and support its service or product. Differentiation derives fundamentally from
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 buyer — it lowers its
buyer’s costs or raises its operational performance. An organisation must effectively
communicate the value or impact made. Performance against a set of “agreed” measures
or critical success factors is clearly an effective means. It would therefore follow that

metrics applied within SBUs should be congruent.
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Jones and Sharp (2007) cite Jones (2002)® who argued that in the context of
maintenance services, “Value* should be linked to the ability of the built asset to
support the customers organisational performance, with built asset maintenance
critically viewed as a strategic issue with the context of the customer’s strategic
planning framework. Within the Social housing sector, “Repairs & Maintenance” was

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

Porter argues that a market or industry impacts and shapes the structure of the
organisations operating within it — both “Buyers” and “Suppliers”. Given that the
organisations are similar in structure and constrained by contract obligation, the value
chain can identify the source of cost and or value within an organisation but does not
identify why activities or competences are more “valuable” or “costly” than others, or
why one organisation creates greater value than another. Additionally Bowman and
Ambrossini (2000) develop the concept of “value in exchange” and “value in use”
which Enquist (2011) considers from the perspective of Goods-dominant logic and
Service-dominant logic which is pertinent to this study. See Section 2: Service Quality.

Hedberg and Gararski (1995) cultivate the concept 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 what Gummesson (1998) describes as an “imaginator”
or “leader” who provides a strategic map, through 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 services, and within
this context, because of the extensive use of outsourced resources the imaginary
organisation is larger than the sum of its combined organisational charts 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

Section 2: Performance Measurement — FM Service provider.

8 Building on the concept espoused of sustainable building maintenance and the challenge for
construction professionals.
® This replaced the framework published as part of the Housing and Regeneration Act 2008
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Measurement - Provenance
Amaratunga & Baldry (2002) outline the traditional perspective of performance

measurement and the systems adopted as a means of maintaining and monitoring
organisational control; which is the process for ensuring that organisations achieve their
aspirational targets or maintain their course on a strategic journey. Parker (2000) cites
that traditional business measures have been financial and quantitative, which tend to be
insular or inward looking. They are “lagging indicators” i.e. considering a “past”
perspective or position, and typically fail to include less tangible factors. A business
must 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 instrumental
in communicating progress towards goal or target achievement. Effective measurement
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 business and

operational strategies. (Hargreaves, 2001).

Section 2: Core business strategy & operations considers the 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, (Brignall et al, 1992; Kaplan & Norton, 1992,)
which have highlighted increased forms of dissatisfaction with traditional performance
measures, predominately stemming from their failure to monitor and measure multiple
dimensions of performance. The measurement of performance has largely failed to
adapt to the highly competitive environment in which businesses operate, where the key
to sustainable success and continuous improvement in the design, implementation and
the marketing of the business proposition is critical to success. Brignall & Ballantine
(1994) argue that “Much 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 performance”.(pl1) The economies may be

advanced, but is this reflected within 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 muich.
Additionally there are problems relating to implementation which in turn creates a
negative reaction resulting in sensitivity to the metrics adopted and the results reported.

Neely (2004) suggest two critical areas that link directly to the FM service provider, “In
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design, the challenge lies in selecting the right measures.....There is a desire to quantify
absolutely everything. If the focus is on customers, there will be proposals to measure
complaints, satisfaction, loyalty; profitability....the list goes on. The challenge is not
necessarily identifying what you could measure; it is in identifying what the business
needs to measure so as to concentrate on what is absolutely vital” (p1019). Bititcti et al,
(2000) identify that performance measurement system design is critical and should
include the need to be sensitive to both internal and external environmental change,
reviewing and re-prioritising objectives as a response to environmental activity. This
will enable successful changes to objectives and priorities and ensure that the gains,
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 of misusing
targets to manage a business (See Section 2:Unintended Consequences). Typically
these are:

o Tunnel vision: where managers select targets that are easy to measure / easy to
achieve and therefore ignore the rest,

e Sub - optimisation: managers adopt working methodologies that serve their
own sphere of operation but damage the performance of the whole Value
network,

e Myopic managers: focussing on short-term 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 fraudulent use of performance data via misreporting or
distortion to create 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 managers and
organisations to undertake actions that are incongruent with organisational strategy.
Organisations that adopt “good measures” ensure prompt “good actions” and achieve

their strategic intent. If FM as an industry sets self limiting performance measures does
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this impact on the delivery of services and potentially the business proposition of the
“Buyers”? Additionally traditional measures ensure traditional 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 perceive — unconscious incompetence? Current literature is scarce in this

arca. 10

Volumetric & Monetary measures
The prevalent position for contracted out services is the 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 around Volume —
typically the “number of activities” e.g. phone calls — made & received, and Monetary,
being linked to a typical cost, i.e. pounds sterling per square metre, e.g. cost of painting
per M2, As part of a procurement process, and linked with a service specification, SLAS
are considered an essential element within the contractual governance framework. See
Section 4.3: Contract. However, is their design based on a continuum? i.e. the

“minimum” level of service required, contrasted with “the best that can be expected”.
(Price and Akhlaghi, 1999)

Tranfield & Aklahgi (1995) argue that such an approach is reactive to the market place
as the needs of others or competitive pressures, i.e. external stimuli, such as the use of
Schedules of Rates (SOR’s), are setting the agenda and the winners are those
organisations that are able to have a control on volume / market share and to influence
price, - typically downwards, and so encourage a low cost or price-lead approach and
increase further the commoditisation of services. Price & Clark (2009) suggest that FM
as a business sector is “... overtly focused on indicators, which are enshrined in various
guides, codes and benchmarking schemes” (p6). A possible consequence of this process,
taken to its conclusion; is low quality, reduced business performance, increased
budgetary pressure and a decrease in overall performance. My study will explore the

selection and use of measurement at different levels within Value networks.

Benchmarking
The facilities management literature proposes three basis forms of benchmarking, Mc

Dougall & Hinks (2000); internal, competitive and generic. From reviewing the

19 Business source premier, Google Scholar. Emerald. Search criteria: Self limiting performance measures,
Outsourced services. Impact on service delivery.
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literature available, the practice of benchmarking appears to be limited to internal and
competitive within the FM sector. Varcoe (1996) argues for the route of traditional or
conservative benchmarking against the continuous “improvement, versus innovative”
benchmarking argument. Hayes & Wheelwright (1994) espouse the concept of “external
neutrality”, whereby an organisation compares itself with similar companies and
organisations in the wider market and then adopts the best ideas and norms of

performance from the rest of its industry competitors.

Massheder & 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 traditional quantitative measures that were readily available.
The authors concluded that the ease of acquiring and interpreting measured information
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 of “best practice”; however it does not as a concept
indicate levels of performance at an absolute level. Amaratunga & Baldry (2002) view
benchmarking positively stating that “The FM organisation can use PM results to
benchmark against other FM providers.....the strength of benchmarking is not in
identifying best performance but best practice which will lead to the best performance
enabling FM managers to make better informed decisions about their businesses”.(p 219)
Tranfield & Akhlaghi (1995) argue that benchmarking is again a lagging indicator, and
as such benchmarking competitors performance usually results in “performance gaps”,
and therefore creates a “catch up” situation for operations to address. It is therefore not
a strategic option for creating a competitive advantage. Additionally they cite 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 performance and
benchmarking becomes as “race to the middle” proving that you are OK? This is an area

that is limited in academic literature. '’

' Google scholar, Business source premier, Emerald. Search criteria Public sector, benchmarking
content, design, diminished performance.
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Mc Dougall & Hinks (2000) view benchmarking 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 drawn within 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 performance. Relative to my study is the benchmarking dichotomy.
Internal organisation versus External market? Or, based on Goods dominant or Service
dominant logic? A Contradiction is found within Bon et al. (1998) who make a clear
link between benchmarking and organisational strategy, arguing 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 comparisons.'?

Multi dimensional measurement systems
As discussed previously, see Section 2: Performance Measurement — FM services

provider. There is evidence of increasing dissatisfaction with traditional forms of
performance measurement in FM, due to their almost exclusive concentration on
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 day to day management of the business.

Neely (1995/2001) and Fitzgerald et al, 1991.

Kaplan & Norton (1992) quoted in HBR, “The balanced scorecard - a set of measures
that give executives a fast and comprehensive view of the business........it includes
financial measures, that tell the truths of measures already taken, these are
complemented with operational measures the drivers of future financial performance”
(p92). The concept of the “Performance Prism” added to the debate on the benefit to be
derived from the use of measurement frameworks by separating stake holder
satisfaction from stakeholder contribution. Citing that, “suppliers and alliance partners”
are increasingly important now that organisations are outsourcing more of their non
core activities. Neely (2001). The role of regulators is extremely important in many

industries. Within this study the HAs are regulated by the Audit Commission, (AC)

12 A successful advertisement of the 1980’s by Ford, suggested that all its competitors could make
comparisons, but they could not make Cortinas.
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Homes & Communities Agency (HCA) and the Tenants Services Authority (TSA) — in

their various guises.

Whilst there is agreement on the benefits of multi-dimensional measurement, the critical
question needs to be asked. Do we have the desire, capability and capacity within the
management cadre of the organisation to design, implement, review and act on the
information provided? Furthermore, do the measures adopted drive the Value network
as a whole to address the evolution of the asset, productivity and service quality?
Ancarani & Capaldo (2001) discussed the new challenges for public sector management,
suggesting that managers needed to update their role as it was no longer sufficient to re
engineer established systems. It was necessary to re-design structure and processes and
to ... assign a key role to the management of quality” (p333). Reichheld (1996) outlines
the requirements for new indicators which anticipate the future requirements of the

Value network and which challenge the dogmatic approach of tradition.

Performance Measurement - FM services provider

Core Business strategy & operations
Nutt (2000) stated that the strategic objective of facility management is to provide

improved infrastructure and logistic support to businesses across all sectors; objectively
the effective management of facility resource and services. To achieve this concept, the
“Supplier” has to have clear strategic intent, clarity of operational processes and well
designed effective measures to report on and communicate progress. In contrast this
may be challenged by the self interest of the supplier, given that they are driven to

create shareholder value.

Managers have a multitude of diverse decision variables upon which they focus their
organisations actions en route to achieving competitive advantage. They have long
realised the importance of congruence between elements of the organisation as they
target competitive goals. However is current practice and knowledge constrained or
challenged by the concept of outsourcing? The concept of strategic / operational fit
within strategy literature has long been established, Chandler 13(1962); Prajogo & Mé
Dermott (2007). Espoused the notion of “external fit” — how well the organisation and
its goals are in congruence with the outside world i.e. its market, and the “internal fit”,

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

" Indicating the long history relating to the issues of internal / external fit in business strategy literature.
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coherent and aligned. Structural contingency and Strategic choice theory suggests that a
fit between organisations and their operating environment is something that can be, and

is, achieved managerially See Section 4.6: Relationships and Section 4.5: Management.

Operations strategy has also to address the issue of fit, again by examining internal and
external fit as they relate to operations. External fit explores the relationship between
the operations strategy and the overall business strategy. Internal fit can be articulated as
the relationship between an organisations stated operations strategies and the level of

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

There is general agreement in literature regarding the key competitive priorities making
up firms’ operational strategies: Cost, quality, flexibility and delivery. Similarly, it
could be commonly argued that the effectiveness of organisations’ operations strategy
can be measured by assessing the degree of linkage or consistency between the
competitive priorities that are emphasised within the business and the corresponding
decisions made regarding the elements of their operations. (Prajogo & Mc Dermott,
2007; de Silvaeria, 2005; Hill, 2000) Hayes and Wheelwright (1994) suggest this
concept as “internally supportive” in so much that an organisation tries to get a clear
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 focus - and operations strategies in terms of quality,
delivery flexibility and cost being examined in literature, (Smith and Reece, 1994;
Powers and Hahn, 2004) as well as the additional impact of strategy on business
performance. (O’Farrell et al. 1993; Roth and Jackson, 1995).1t is fundamental for a
service provider to understand how operations strategy is to be deployed into operations
activities, which would include vertical integration, service planning and control,
quality, organisation and workforce management. Roth and Van der Velde (1991)
indicate that operations strategies need to be deployed into a service delivery system
which includes the concept of structural elements (e.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 strategies reflect competitive priorities - from either end
of the value system- are translated into operations activities and is a fundamental issue
in explaining competitive priorities and performance. The delivery strategy of the
“Supplier” and its link to the procurement strategy of the “Buyer” is a critical element
of my study, as without congruence the unintended and undesired outcomes are
increased ex post transaction costs. Buyers have to buy what their requifements are: not

what is available. The 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 operations and service as those
being undertaken by the lowest paid and least skilled staff in an organisation, managed
by facilities managers who have typically gained managerial experience in construction,

engineering and other “quantitative” industries.

There is clear evidence that the scientific management approaches espoused by Taylor
nearly 90 years ago are still dominant and the industry remains grounded in this
paradigm. “People are our greatest asset” is often cited in organisational literature,
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 on intelligent
workers. However in this sphere of work (R&M services), a definition of productivity is
clearly in the Taylorist tradition i.e. quantity driven, and effectiveness being defined as”
“a measure of the level of “value” which can be created from a given level of resource”.

Johnson & Scholes, (1999. p169).

This position is reinforced with services from a “Buyer” perspective, frequently being
seen as commodities, Price (2004). Ironically the “trade associations” aligned to the FM
industry who specify contractual obligations, detail 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 of “piece work” or rate per job agreed by the manager / operative
prior to the delivery of services commencing - both methodologies clearly bypass

service quality or the creation of value in use for the customer.

' Within the context of environmental factors and their impact on office worker performance
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Braverman (1974) is cited as countering the popular notion in social science and
business literature that scientific management has been superseded by human relations
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 Taylorism was
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 McDonalisation of Society”, with its routine and standardised products and
services, which represented McDonald’s operating processes and the effects that it was
having on social and organisational lives. Morgan (1997) suggest that this “hamburger
science” (p27) can be spectacularly successful if applied to an environment where
machines work well, and that workers are happy to fit into the organisation 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 time — there is no equilibrium point. There is no optimum

system at an optimum time.

Typically within the “FM Services™ arena, skill levels, job variety, task significance and
autonomy are low. The extent to which the operative “sees” how a job affects the work
of other organisations or customers is limited and feedback is generally negative or non-
existent. At the delivery level individuals are rarely effectively performance managed
by first line managers. At best the operatives — do! (Price & Aklaghi, 1999) But do

managers manage?

Cooper and Locke (2000) identify that targets are future orientated, they represent
desired outcomes and therefore it is seeking, aspiring and planning that influences
current action. In terms of target setting theory, Latham & Locke (1990) espouse two
propositions, the first being a relationship between the target difficulty level and job
performance —assuming that the targets are accepted by the employees and secondly that
target specificity is important, demonstrating that specificity may have an impact on
performance through directing effort, clarifying what needs to be done and increasing
commitment to 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 authority and the
power to set targets and trust is crucial within the working relationship, Kadfors (2008)
suggests that trade associations and industry networks are considered valuable in
improving trust throughout the values system, but does not sufficiently support the
argument to make the case. For example - HVCA. NIC-EIC, ECA, and CiBSE.
Interestingly these organisations also specify how activities should be undertaken and
programmed e.g. SFG20 as provided by the HVCA, which potentially re-enforces the

mechanistic approach to delivery - diminishing trust at the same juncture.

In conclusion different types of tasks may require different types of targets; Mathews et
al (1994) suggested that outcomes and output targets were more successful than process
goals when people worked independently. Targets should be set for activities where
employees have elements of control. However where delivery methodologies diminish
employee discretion, what is the relevance of a target, that may be unattainable

especially when linked to remuneration?

The customer relationship
As discussed in Section 2: Performance Measurement — FM service provider, the

traditional performance measures adopted by the FM industry per se are predominately
financial, and quantitative. It could be argued that FM has a strategic role to play in
interpreting and supporting the core needs of the “Buyers” business, therefore aligning
the “Suppliers” core competence with the core competence of the “Buyers” thereby
creating a competitive advantage for the “Buyer”, a position supported by Alexander,
(1994) and Porter (1985). The contribution made by a “Supplier”, should be judged by a
“Buyers” stakeholders over a multitude of criteria, ranging from traditional accounting
and operational measures, standardised monetary and volumetric FM measures to
significantly emerging factors as; service quality, value, risk management and other
intangibles. The interlinking of “Supplier” and “Buyer” by intangibles is by observation
fundamental to the whole business proposition. However do the contractual

performance measures typically adopted achieve this?

May & Pinder (2008) and Price (2004) discuss the requirement of “Suppliers” to
produce evidence that demonstrates their contribution to a “Buyer” business. However
in the context of outsourced R&M services, where is the contribution to be made? A

contribution to the “bottom” line? Or Resident satisfaction? Kadefors (2008) considers
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the impact on clients from a contracting perspective; she suggests FM providers have
typically evolved from a construction background which is traditionally project based
and adversarial in nature. Fundamental to the “Buyer: Supplier” relationship is the
procurement process. (Kadefors, 2008) Research into FM procurement identified that
selection of partner or FM provider was generally based on price, with little or no
sharing of risk or benefit. She cited Salonen (2004) who concluded that the FM supplier
relationship was intrinsically seen as operational rather than strategic, her view being
that a change of FM partner would not unduly influence the “Buyers” business strategy.
However, with the high level of importance of R&M delivery in the Landlord: Resident
relationships, their view could be challenged. See Section 4.6: Supply Chain

Management and Business Relationships.

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

“customers” between their expectations about a service and their perception of the way
in which the service has been performed (Caruana, 2002; Gronroos, 1984; Parasuraman
et al 1985, 1988, 1994)."° Svenson (2006) identifies that there are numerous dimensions
of service quality described in literature citing and building on the work of Gronroos

(1984), Parasuranam, (1988) Haywood-Farmer (1988), Cronin & Taylor (1992).

Although the actual performance of service quality is delivered at an operational level,
the services delivered have become crucial to the wider strategic, operational and
tactical management 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 “Buyer”. However the context of outsourcing adds
additional complexity which is exacerbated with external audit and the KLoEs. The
“Suppliers” perspective appears to be poorly researched as there is little published
literature to comment on and the majority of research undertaken tends to ignore the

“Suppliers” perspective. 16

Lehtinen & Lehtinen (1982) suggest the construct of service quality is multi

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

1% Developing the concept of “quality” from sources that he deems to be at the leading edge of the debate
on service quality and delivery/ perception.

' Searches on Google scholar, Emerald & Business Source Premier. Search criteria: Service suppliers,
service encounters, service quality.
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consisting of “interaction, physical and corporate quality”, and from a higher level or
customer perspective they see it as two dimensional, consisting 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 process quality as
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 process is
delivered to the customer. Here the link to Service People is made as these 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 services in both public and

private sectors. By definition it could be considered by a comparison between customer
perception (P) and  customer  expectation (E)  therefore...SQ=P-E.
(Parasuranam et 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 within the literature that high levels of SQ lead to
increased customer satisfaction, retention and profitability Blanchard & Galloway
(1994). Caruana (2002) suggests that the concepts of service quality service loyalty and

customer satisfaction are all inter related elements.

As developments of the multi measurement process were undertaken, various writers
added and challenged the debate, Cronin & Taylor (1992/ 1994) challenged the
theoretical basis of the concept and created SERVPERF, based on SQ= P/E, where the
respondents evaluate the level of service using a Likert type technique. Haynes & Price
(2004) added to the service quality debate by considering the argument between the
disconfirmationists who regard importance and satisfaction as independent variables,
versus the perceptionists who hold that the two items be measured simultaneously by
questions of relative performance. Their chosen route being perceptionist - to directly

maintain links to productivity.

Hoxley (2000) and Yusoff ef al (2008) are amongst several writers who have developed
a multi dimensional measurement concept to suit the service market place / environment

context. Yusoff et al developed FM — SERVQUAL, which is based on an integrated FM

34



framework, and includes the management of human capital, premises and process. The
consensus being that Service Quality has to be considered from both the “Supplier” and
“Buyer” perspectives and a multi dimensional approach. See Fig 2.1. Gummesson
(1988) considered quality in a “real world” context, developing the links between
service quality, service productivity and profitability and the connection to long —term
relationships. Central to his research was the relationship between “Buyers and
Suppliers” as he believed that these stand out in the service process and the service
encounter suggesting that the “Buyers” role is crucial in creating both productivity and

quality.

The concept of relational exchange and the modern corporation turns into a network of
relationships in which all members of the network influence quality and productivity.
This view is supported by new organisational theory, particularly the notion of virtual
organisations. (Enquist et al, 2011) “It is further supported by new accounting and
measurement practices of the balanced scorecard and the growing interest in intellectual
capital”. Creating a link to the value network of Porter (1985) and the multi item
measurement movement. However Gummesson's primary challenge is to dogmatic

traditional practice.

Fig. 2.1 Quality: Productivity within the Relational Exchange.
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Quality Quality
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l Quality l
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Productivity Productivity
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Historically “added value” was seen as a correlation between price and quality.
(Kok.2011). The current position views value as a multi-faceted concept, which is
despite the variation in the definition, scope and analysis of the research, 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 advantage, offered
by the service provided in relation to the financial cost and the risks of utilising the

service. (Porter, 1985; Kemperman and 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 in
relation to a need and the “Exchange value” defined as the financial element of this
value i.e. the “price” which the “Buyer” is willing to exchange and the risk that the
“Buyer” is prepared to take. The assessment of value is context dependent based on a
“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 researched. (Christopher et al, 1991)
Ziethaml et 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 post priori
perspective that value is based on experience of the service (Monroe, 1991). A position
supported by Gummesson (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 in terms of
additional advantage expected or experienced compared to comparative offerings in the

case of substitutability.

Value has also been conceptualised as the value of the “Supplier-Relationship”
(Lindgreen & Wynstra, 2005) with Rivald & Gronroos (1996) suggesting that it is this
relationship and not the service provided that has the major effect on the perception of
value, developing trust and making the “Buyer” more tolerant towards occasional
inferior performance. See Section 4.4: Measurement. Gummesson (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 possible consequence of
lower quality. The critical element is the incorporation of productivity and quality into
a “production- consumption system, where the “Buyer” or consumer of the service is
not an end user ... the customer is an agent in an ongoing added value circle” (p9).
Given this position, does the competitive procurement practice in the industry destroy
quality and value? Additionally, is that destruction further exacerbated by the length of

the trading relationship? There is wide spread postulation of the virtuous nature of profit
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chains —customer relationship life cycles — 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
Managing effective outsourcing relationships requires a level of commitment and

cooperation from all parties. It differs from the buying of products and services, which
is merely a vendor relationship, through its use of information exchange and co
ordination. Principally this is because the employer transfers to the supplier an element
of management control, which ultimately requires trust. Outsourced services differ from
traditional sub contract relationships as they are usually provided on an ongoing basis,
rather than for a specific project. Understanding outsourcing problems is central to the
“Buyer — Supplier” relationship. As Supplier control over channel activities has
increased, they have invariably sought mechanisms and controls to organise and
manage the supply channel. See Section 4.3: The Contract and 4.4: Measurement.

The “Transaction Cost” perspective as developed by Williamson (1979, 1985) was an
expansion of the earlier works of Coase (1937, 1960), and provides a method of
analysis of a perspective 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 behavioural and transaction
costs. These said “costs” are ex ante, i.e. costs relating to search/ selection process when
seeking suitable suppliers, and ex post transaction cost concerned with monitoring and
enforcement of contract costs. The assumptions of behavioural context are bound by
opportunism and rationality. The constraint of rationality would not impose transaction
costs were it not for the problem of opportunism or an actor’s propensity to pursue self
interest through duplicitous behaviour. However 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 of their transaction characteristics. Specifically:
frequency, specific investment and uncertainty. Williamson (1996, p337) 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) cites that there are

'” Google Scholar, Emerald Business Source Premiere. Search 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 the
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 are not, impose such transaction
costs. The existence of quasi rents (Coase, 1960) generated by specific investments,
when coupled with the potential or opportunity for opportunistic behaviour - in the
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 opportunistic
behaviour. Where specific investments have been made, this form of opportunistic

behaviour redistributes the quasi rents to the “cheater”.

Quasi rent distribution can be achieved in either an observable or a covert manner. For
example, where prices are increased by the “Supplier” 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 that
quasi rents can be distributed more covertly “facilitated by information asymmetry,
where actions of one party are not observable by the other - e.g. by employing
substandard materials, or failing to employ processes as agreed with the customer”.
Usually to address the situation, an agent engages in costly monitoring processes to

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

Opportunistic behaviour

(3

Opportunism “.....refers to the incomplete or distorted disclosure of information
especially in calculated efforts to mislead, distort, disguise, obfuscate or otherwise
confuse”. (Williamson, 1985, p47) Grzeskowiaki et al (2009) view “opportunism as a
consequence of opportunity”, which underlies the central assumption of the notion that

“exchange partners are motivated by self interest”.
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Marr (2007) argues that measurement has a central role in our society, ranging from
reporting and compliance, strategic and operational decision making, and influencing
and controlling individual’s behaviour. However there are limits to effectiveness of
measurements. Boyle (2001) offers the view that “numbers cannot reveal everything,
but we try to force them to.......... the central Paradox of the whole problem is that
some of the important things are not measurable. The difficulty comes because they can
almost be counted”. Hargreaves (2009) discussed the concept expressed by financial
manager that “what you measure is what you get”, within the philosophical 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 supposedly objective
verification of the numbers that they put in, thus complying with reporting and
compliance requirements. Marr (2007) cites and develops the concept of Porter (1985)
and espouses that organisation measurement serves to replace personal trust '8
Influencing behaviours via the use of measurement also requires objectivity; specifically
if measures are linked to compensation and reward. However the dysfunctional
consequences of diluting or replacing trust with measurement can be seen in a myriad of
examples. 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 decisions”. Section 4.4: Measurement

Agency theory and the individual
The concept of the Agency theory identifies problems arising from Principal - Agent

relationships. The central issue being how to get an agent (subcontractor, employee,
manager) to act in the best interest of the principal (owner , employer) when the agent
has an advantage over the Principal and has a different agenda and different interests
than the Principal. Kirkbride ef 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 the critical /
contractual measures of performance. If some aspects of performance are missed this

creates a gap. Meyer (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 measured”'®. This is the basis of
dysfunctional behaviour and sub optimal service delivery. My study will explore the

impact of standardised performance metrics and 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 them for taking actions
that benefit the organisation; “these budgets based systems, reward people for lying, for
lying about their lying and punishes them for telling the truth”. Jensen (2003) the
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 them.?® 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 supply chain

relationship.

Schweitzer et 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 several supported
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 that “mere goals”.
Support for their position is consistent with the Social Cognitive Theory as espoused 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 Rumsfeltian — but true to Donald he believed in the sentiments expressed.
% There are many papers and article written on, goal setting, motivation ECT. Jensen 2003, claims to

have identified in excess of 500, with the seminal work cited by most of the papers reviewed during my
research for this paper being Locke & Latham,1990
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admitting specific goal failure. They concluded that psychological factors motivate

individuals to engage in unethical behaviour when they “fall short” of goal attainment.

Song et al,(2008) building on the work of Ehrlich (1973) and Becker (1968) argue that
compliance with and enforcement of the law/ statutes relates to economic cost and the
potential benefits derived from non compliance®! . Their work considers enforcement
mechanisms, the crime and the risks / benefits of detection. Citing Nagin et al, (2004),
they develop the “Rational Cheater” model — where the marginal benefit exceeds the
marginal cost and compare and contrast this with the “Conscience” model — where staff
derive unity and a fulfilment of their self image by following the rules and regulations,
and the “Impulse control” model — where reward attractiveness is inversely proportional
to the delay in receiving it, here staff will display delinquent behaviour regardless of the
cost. They concluded that the “Rational Cheater” model 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 crime”?*

The over emphasis by organisations,
which in recent times have been forced to give a focus on maximising share holder
value without due regard for the effect of the executive actions on other stakeholders.
Tang et al, (2007) suggest from their study of high profile corporate failures that
empirically, “perverse incentives” (p244) and a classical management training, with a
provenance linked to business schools », were some of the potential root causes of
failure. From their research they argue that there are several sub-constructs 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 on the concepts of Prospect theory Schweitzer et 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”

2! Obedience to the “law” is not taken for granted, and that the likely hood that the offender will be
identified caught and punished. The link between opportunity and the consequence is discussed.

22 White collar crime is defined as that committed by an individual of high respectability, and social status
achieved through the course of their occupation.

% There is no observable link to people studying ethics behaving more ethically
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2. they predict that people with specific un met goals will be more likely to cheat
than individuals with specific met goals, and
3. people who are close to but have not achieved their objective are more likely to
cheat and lie than people who are distant from the goal or objective i.e.
proximity.
They suggest that “their results identify a serious ‘side-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 however possible dysfunctions. ‘“Performance measurement is an involving
concept because it requires commitment in both meanings of the word: The one
concerned with personal convictions and the other concerned with allocation of
IESOUICES....... a necessary condition for the success of performance management is a
demonstrated personal conviction in its importance by the key stakeholders of the
organisation” Halachmi (2002). Taylorism in the 1930’s espoused the virtues of
recording and collecting data about ongoing activities, and then subjecting the
information to detailed analysis to develop the “best way”. However without an element
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 collaboration
with the gaming” Jensen (2003). Schweitzer et al (2004); Jensen (2006), suggesting that
reward goals adversely affect corporate culture, contending that cheating to earn
bonuses is so endemic that unethical behaviours are often expected. A position

supported by Harris & Ogbonna (2002).

Marsh and Spies -Butcher (2009), deem this the Principal — Agent theory; where, * the
former are encouraged to take deliberate action to counter asymmetries in knowledge,
moral hazard, opportunism and shirking on the part of the agent”, Linking the “Agent —
Employer” debate to organisations, is the assumption that improved performance may
result from the careful analysis of the data generated, specifically where the agent has

interests that are inconsistent with those of the employer and is therefore highly likely

¥ Management by objectives and “piece work” are principal method of managing “operational delivery”
in 21* century delivery of building and FM services.
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to use asymmetry 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 accountability;
specifically the generation 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 numbers!”. Buffett,
(2003)

Adverse Selection
Pre-contractual or ex ante opportunistic behaviour is also recognised as adverse

selection. It is identified when one party in a potential transaction owns or has access to
information which can cause damage to the other party in the course of contract
implementation. “Adverse selection will develop when the principal cannot observe the
characteristics of the agent, and cannot verify his claims. Failure to deal adequately with
adverse selection will make it difficult for the employer to choose the right supplier”.

Rebernik, (2006)

Moral Hazard
Post contractual or ex post opportunistic behaviour is known as the moral hazard; it is

identified when one of the contractual parties does not undertake the agreed activities
for its own benefit, and the other party in the transaction cannot control contract
implementation or delivery in its entirety. In short, “imperfect commitment”. Examples
of moral hazard are “cheating, shirking, free riding, cost — padding, exploiting and
carelessness” Rebernik, (2006). In terms of outsourced services, clearly the most
obvious manifestation is a reduction in the level of effort, and delivery of performance

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

Information Asymmetry
Information asymmetry identifies that the parties involved do not have equal

information regarding things or elements which matter for the transaction. Between two
contracting parties, Information asymmetry means that one party has private
information, which provides them with information rent, if this information is not

disclosed or uncovered in the business being undertaken under such a contract.

43



Bounded Rationality

Indicates that human mental capabilities are limited, and that humans cannot rationally
define and wholly solve complex problems. For this reason we have cooperative
strategies because as individuals we are not capable of solving complex problems.

Bergen et al, (2007) consider the Principal — Agent theory from the perspective of
“information” and “action”. They suggest that the Principal (Buyer) delegates the
responsibility for delivery of the product or service to the Agent (Supplier) who
typically have more information about performance, practices, products, as a result there
is the potential for uncertainty as the buyer cannot fully “see” or monitor the sellers
behaviour. The potential for mistrust stems from adverse selection (hidden information)
within the procurement process, where there is the opportunity for pre contractual
representation of the sellers true products , services and attributes, and moral hazard
(hidden action), referring specifically to the agents post contractual delivery, identified

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

Unintended consequences
Within the context of my study the term of “unintended consequences” 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 consequences. For example: Philosophy (Popper, 1945); Sociology
(Giddens, 1984). From an economic and management perspective the broader interest is
matched in areas of HRM (Harris & Obganna, 2002) and 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 ofigin was the Columbia
school who popularised the notion of unintended consequences as a means of
acknowledging 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 consequence that was 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, with the manager’s capacity to get things done frequently impacted upon or

confounded by the unintended consequences of previous actions. Additionally dealing
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with this state or situation, will potentially itself create further unintended consequences,
“...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 specifically relating to the industry supply network, the
operational process in regular us and the management practices adopted. Contemporary
theories (Stakeholder theory, Resource Dependency theory) suggest that unintended
consequences are the results of management actions (market regulation, performance
management practices, corporate “take-overs” and mergers). It could be argued from a
functionalist perspective that there will be both functional and dysfunctional
consequences of an action (with the latter being unanticipated). In contrast, there has
been a rejection of this simplistic functionality with writers suggesting that there will
always be unanticipated as well as anticipated consequences of managerial action to the
extent that the notion of “unintended consequences” is central to the conceptual position
of many theories, such as the interactionalists (Harvey and Katovich, 1992) and Labour
process theorists (Wilmott, 1998).Writers in the field of organisational culture, Legge
(1994) and Ackroyd and Crowdy (1990) espouse that attempts to manage organisational
culture are frequently characterised by un intended consequences which impede, inhibit
or prevent the desired cultural change central to this being power, trust and the post

priori position of the organisation.

The Social housing industry operates in a turbulent economic environment, where
outsourced services, legal regulation of processes surrounding service delivery and
procurement practice create a market with overcapacity of supply and constrained
profitability and mal distribution (Dahlsten et al, 2005) See Section 4.2:The
Procurement of outsourced services. ,

Additionally polarisation (Tan and Rae, 2009; Williams, 2006) with both the “Buyers”
and “Suppliers” of R&M services, driven by an ability to acquire funding and a desire
for increased market share has created strains in economic trust (Ricketts, 2001) within
the process of relational exchange and also commoditised the prdduct and de skilled
employees. This is further exacerbated by short-term fatigue on the part of the supply
chain (Dahlsten 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 of increased ex ante and ex post transaction costs (Keasey et al, 2000;
Dahlsten et al, 2005) .

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

called bureaucracies” (Morgan, 1997). Most of the FTSE, SME companies, not for
profit, public sector, sole 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 spoken about as 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 way. Morgan (1997) suggests that the mechanical
mode can provide the basis for the efficient operation of some organisations. “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 rational — legal authority where fealty or obedience is obtained via a form of
due process i.e. logical, 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 or position i.e.
some kind of hierarchy. Grey (2009, p23) suggests “that the kind of organisation which
emerges from the complete application of the rational- legal principle is one which is
entirely defined by rules and a series of hierarchical relationships — a bureaucracy.”
Johnson & Scholes (1999) discuss the organisation of people with firms and conclude
that how people and their work are structured is crucial to the effectiveness of corporate
strategy. They consider the context of scientific management which is commensurate
with the notion of strategy making and setting being essentially a “top - down”
arrangement, i.e. strategy is formed at the top and the rest of the organisation is seen as
a method of strategy implementation, consequently organisational design becomes a
means of top-down control. However they do question the ideal of top down strategy

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

What is the impact of contingent actions? These have the ability to create unintended
circumstances. The answer to these questions will impact organisational effectiveness
(and profitability) either negatively or positively. Mintzberg (1999) adds to the debate

by indicating that organisational configuration or design is complex, with each
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configuration consisting of a “number of building blocks” and “coordinating
mechanisms”. He espouses that there are six pure configurations which can be adopted
or emerge, to fit the content of contingent factors which different types of organisations
face. The relative size and importance of the building blocks must vary with
circumstances as should the methods by which they are “coordinated” — typically by
mutual adjustment, standardisation of work process, standardisation of outputs,
standardisation of norms and skills and direct supervision. (See Section 4.5:

Management: People & Process)

Grey (2009) outlines “That there may be a disjuncture between the formal rules of a
bureaucracy and what happens in reality”(p28) considering the concept of the “work to
rule, “ where employees agree only to follow “to the letter” their contractual obligations
and job descriptions as a means of disrupting the efficiency of the organisation
indicating that a gap exists between what they actually do to contribute to the efficiency
of the organisation and the formal 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
bureaucracies focus on the means and not the end and can degenerate into positions
where the means becomes the end itself. As Grey (2009) sums up, “Following the rule
becomes the point —not the point of the rule” (p29). Additionally where over time goals
have lost their purpose and are not reviewed or removed, ossification, or organisational
paralysis, can brought about because excessively rigid performance evaluation has the

impacted innovation. (Smith, 1995)

Writers have identified additional bureaucratic dysfunctions. For example, the
disjuncture between the formal and the informal organisation, specifically the case
where formal organisational rules and procedures are perceived to be the firm not the
firm itself. This perception of what the firm “is”, can make the firm less ethical, (du
Gay, 2000) or efficient in the Weberian sense. This dichotomy can lead to organisations
running a “shadow organisation” in parallel to the formal one, which has impersonal
rules, procedures and personal prejudices, actions and motives. Additionally 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 what was unforeseen and possibly undesired. See Section 2: Organisations:

Principal & Agent.

Industry/ Market

“To depict the possible configuration of economies, most analysts differentiate three
models of producing and delivering goods and services namely “the Market”, “the State”
and the “Community”. Williams (2006) continues to espouse that there is a common
trajectory of development towards market hegemony and that the industrial western
economies are at an advanced stage of “commoditisation” i.e. the process by which
goods and services are produced by firms for a profit under conditions of market
exchange. Within the sphere of this study the size of the market is consistent and finite
in size i.e. 5.5 million public sector housing properties (See Section 1: Introduction).
The variables being: the cyclical nature of the contracts, consequently their “availability”

in the market and the duration of contracts.

Linking strategy development to strategy delivery, Rumelt (1991) developed a
hypothesis. If “industry” is the truly most important aspect of strategy formation, then
differences in the performance of business units across industries should far exceed
performance differences amongst business units within the same industries. His findings
were diametrically opposed by a study (McGhan & Porter, 1997) analysing the
performance of manufacturing and service business over a 14 year period. Their
conclusion being that an industry contributes substantially to performance, whilst
admitting that differences among the organisations within the same industry could still

be more important than differences among industries.*

Public sector reform has been a persistent theme of UK Governments for the last 30
years (Pollitt & Bouckaer, 2000; Ghobadian, 2008) and there has been a move to
involve, adopt or adapt private sector practice into the public sector. This has taken
many forms from privatisation, procurement of services and the private management of
publicly provided services to importing private management practice into the public
sector.

New public management (Horton, 2003; Pollitt, 2001, 2002) has been described as the

metamorphosis of public sector organisations over the last 20 years as it “transformed

% They did not explain why industries competing in the same industry with similar structures have
differing levels of “success” which is a challenge to the value chain theory.
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from a traditional bureaucratic system of public administration to a market- orientated
results-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 driven. This was followed
by structural change to create autonomous agencies responsible for the delivery of
services which could operate within clearly defined contractual arrangements and policy
frameworks, and adopt aims, objectives, 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. (See Section 1: Introduction.) The objective
was to be more transparent in the delivery of public services. It was argued that “new
Public management” practice would enhance the accountability of public services
downwards to their users in a way that private companies were accountable to their
customers”. Horton, (2003, p404) Christensen and Laegreid (2001) support 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 in efficiency and the effectiveness of service provision. There is of
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 public
service users, particularly those involved with in the renting of social housing have no
such choice.”® 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. Hodgson et al (2007)
suggested that there are a large number of studies identifying the positive effects of
operational change inspired by the adoption of market like mechanisms; however
Painter (2006) voiced a concern that the improvement in processes did not guarantee
improved service delivery; a position supported by Ackroyd et al (2007) who was less
optimistic about the benefits of such operational change and seriously questioned the

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 extent to which the
allocation of productive resources to differing uses and overtime is directly governed by

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

%6 Homelessness is not usually a viable option.
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activity”. Larger organisations therefore develop their own mechanisms for governance
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 dealing with
immediate problems which are a feature of the internal mechanisms and structure of the
organisation. Additionally standardised decisions may be clearly communicated and
objectively well defined but they will be subject to local interpretation and translation in
the day to day work. (See Section 4.6: Management) either through the use of
organisational language (Brunsson 1982; Dahlsten et al 2005; Hitt & Serpa 1997) or the
multiplicity of activities which are aligned to the structural requirements of the business.

(Chandler, 1977).

The hierarchical nature of bureaucracies sees adherence to the rules as being of greater
importance than the decision itself (Tan and Rae, 2009; Keasey et al, 2000), with “sight”
metaphofs, specifically “organisational myopia®”” and “tunnel vision?®’ (Smith, 1995)
being highlighted by several writers in the area of performance measurement and its
application within the sphere of new 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 more adverse to operational risk than managers in the private sector, asserting that
the “objectives of the public sector organisations tend to be less well defined and
performance measurement focuses on the measurable at the expense of the intangible

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

Tucker (2004) discuses the concept of trust in relation to the contractual nature of new
public management from the perspective of them as a “buyer of services and also as a
supplier of services” i.e. do they trust their suppliers and in turn are they trusted as a
supplier. The causality of the “tipping point” from trust to distrust is complex as is the

reverse. In reality the location of this point is more evolutionary than static because

2T Myopia is the pursuit of short term targets at the expense of legitimate long term objective induced by
performance indicators

“% Tunnel vision being defined as an emphasis by management on phenomena that are quantified in the
performance measurement scheme at the expense of those that are un quantified.
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newly encountered situations revise the “tipping point”. However the binary distinction
remains constant as in each instance both “Buyer” and “Supplier” must trust each other
in order to produce the desired outcomes. Simultaneously there must also be enough
distrust to be assured that they are both fulfilling the roles expected of them. (See
Section 2: Agency). The traditional model of trust is based on reciprocity (Tyler 1999,
Hardin 1993) the basic premise being A trusts 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 & Kelly,
1959) and economics (Dasgupta, 1988) the outcome being that trust worthiness is
viewed as a probability analysis of the likely consequences of behaving and acting
cooperatively. Trust is also considered from the relational aspect and linked to the social
connection within or “community” (Tyler, 1999). Here A promises B to X, and then if
A fails to do X then B still trusts A. The theory in use here is the social identity theory

and trust is the key dynamic.

The “Public Value” 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 identified an
increasing trend of market polarisation where HAs and contractors were getting larger
in terms of market capitalisation and numbers of properties managed through
acquisition and merger with smaller organisations with evidence of service
“commoditisation” and de skilling and de professionalization of the management and
workforce (Tan and Rae, 2009) all of which the effect of reducing the “tipping point”.
The debate can be considered from two perspectives (1) the liberal democratic rules
based relationships between “citizens and local government was substituted with a
requirement for contractual compliance and (2) a market based relationship — if the
design was to improve the functionality of service delivery as opposed to adapting
service user needs/ requirements. The reduction in the “tipping point” has created a
tendency to micro manage frontline service delivery with the consequence of
influencing metrics design and increasing expensive inspection regimes. Smelser &
Sweeberg (2004), “...social economic sociology where economic risk is mitigated
through costly formal contracting and practice”.

There was little academic research in the area of economic market polarisation and its
impact on the levels of trust in trading relationships. Additionally there was evidence
within the literature of the effect of loyalty in the citizen’s trust/ 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 priori perspective although the 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 the bureaucratic 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 mobilise the
development of human capacities, moulding human beings to fit the requirements of a
mechanical organisation rather than building the organisation around their strengths and

potential” (Morgan 1997, 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 business risks and
improved “predictabilities” outsourcing increases in attractiveness. From a contractual
perspective short-term inter organisational relationships are the norm within the market
place for this study. Indridrasson & Wang (2008) suggest that this structure impacts on
HR practice in several ways. Incentive for people investment and development is weak,
hard driving uncompromising managerial practice is considered more efficient in
delivering the low costs that the bidding companies commit to, short term contract and
the potential for contract termination due to performance failure does not enable
employees to create a “bond” either with their employer or client and degraded
employment terms and a requirement for increased efficiency; a position supported by
Cappelli (2000). This is negated somewhat by the Transfer of Undertakings Protection
Employment (TUPE) which broadly guarantees comparable employment terms when
employees are transferred following a successful contract win by a contractor.

The seminal study of the working environment is the Hawthorne study, the striking
characteristics of which were the assumptions that had been formed pre — experiment
and which were dramatically overturned specifically in the “Illumination tests” which
were ultimately abandoned. Overall there 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
e Managers need to be aware of the social needs of the individual and the power

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

The polarisation of organisations as alluded to in previous chapters is a significant
element of this market place which is reinforced through the procurement process. See
Section 4.2: Procurement. Organisational 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 assimilation,
inter-organisational working and the development of work attitudes & behaviours' is
conspicuous by its absence from published academic research®. This is surprising given
that contractual relationships are so common! And that sophisticated forms of

collaborative networks are continuously developing.

The nature of work within bureaucracies has been identified .as having been
“commoditised”, (Williams, 2006). The nature of the services provided by “Supplier”
within my study has changed. (See Section 4.2: Procurement). “Buyers” are securing
service delivery based on a “schedule of rates” a pre agreed price for works>° or other
fixed method of pricing e.g. “Fixed price per property”. This imposed differing working
practices for Both the trades and their management, (See Section 4.5: Management-
People and process). 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 results, Indridrasson & Wang (2008) identify a
deterioration in what they term HRM outcomes - Absence, staff turnover, conflict and
low morale, with clients experiencing that “...The quality and performance of services
deteriorated” (p81) a position supported by Painter (2006) who stated that improved
processes did not guarantee improved services. Manufacturing has a history of scientific
management, and some of the impacts on behaviour are well documented.( Tan & Rae
2009, Adcroft & Willis, 2005, Keasey et al, 2000) with evidence cited relating to
inverse efficiency measures and poor role development resulting in organisational

inertia.

* Google Scholar Business Source Premier Emerald. Search criteria. Polarisation and culture. Inter-
organisational behaviour, TUPE.
*® Covering prelim, labour, materials and margin
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What is the impact of commoditisation? De-skilling in the context of trades skill and de
professionalisation in case of management within the FM services arena? Or does
commoditisation assist 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 and increase
the competition for talent? (Morgan, 1997). This being central to the “Systems™ versus

“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 inter-organisation outsourced
relationship. Service management is the “Linking of operational decisions to business
performance” Johnston & Clark. (2001).

Ghobadian et al (2006) consider management practice from various theoretical positions,
these being Stake holder theory (Freeman, 1999; Mitchell et al, 1997) and Resource
dependency theory, (Pfeffer & Saleneck, 1978) and the application of theory and
practice in the context of new public management. Particularly in relation to 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, 1994) The Resource dependency theory argues that there is a balancing act
which benefits stakeholders, “but only those which organisational managers believe
possess critical resources which the organisation depends on” Ghobadian et al, (2006
p1528) The consequences for industrial relations are explored in this study - specifically
the relationship with public sector unions Ghobadian et al(2006) citing the Amicus®’
position, which espoused an imposition of service on employees and customers,
“allowing public funds to be appropriated by the private sector. They suggest that both
theories “attempt to explain or predict the actions which managers face with the difficult

tasks of satisfying potentially conflicting interest” (p1522).

Mitchell et al, (1997) links Stakeholder identification and Salience theory arguing for a
marriage of the normative appreciation of what managers need to pay attention to and a

descriptive assessment of why, suggesting that salience is a product of various attributes.

3! A public sector Trade Union
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They consider the power relationship of the stakeholder and the organisation, and the
management of the “actions of the Organisation” and the urgency by which the action
needs to be addressed. There is a link with the work of Coase (1960), (See Section 2.2
Agency) and the creation of property rights and the creation of rents. Pfeffer and
Salenick, (1978) provide via Resource dependency theory, a rational explanation as to
why managers will prioritise the interest of stakeholders based on a number of factors.
Grant (2008) extends the “resource” to cover tangible, intangible and human assets and
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 advantage. The
challenge to this must be the external environment. As within the context of my study
some of the resources required must be obtained externally, via “Subcontracting”,
which could critically affect the performance of the organisation As a consequence
managers must prioritise, addressing the interests of the owners of said external
resources to ensure both their continued availability and their continued support. There
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; Hoggett et al,
2004) in respect of their management of private sector contractors where there has been
an alleged focus to favour the satisfaction of one shareholder i.e. the “Buyer” at the
expense of Customers/ Residents, but is this an unintended consequence? Or a feature

of poor contractor management due to a lack of capability or incompetence?

The propensity of managers to favour a particular Stakeholder position can be
influenced through various factors: Congruent values within the supply network
(Indridrasson & Wang, 2008), Targeting, (Ghobodian et al, 2006), Process and
operational management (Dahlsten et al, 2005, Johnston & Clarke 2001; Jackall 1983)
and Agency and Opportunism. The structure of the organisation and the contingent
effect of the environment exert fluctuating pressures which as a consequence affect
managers seeking 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
executive and management in finding a successful strategy to meet the issues of agency;

goal displacement, unpredictability in the market and the achievement of desired
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outcomes for the business, ensures that their actions gravitate to become the focus of the
“delivery manager”, considering only the point of service delivery. Introduce tunnel
vision, local interpretation, target fatigue, poor measurement practice in conjunction
with a toxic incentive programme and the consequences are now not only unintended
but unavoidable. See Section 4.5: Management — People & Process. 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 bureaucratic ethic
he suggests that ““ ...managers are the quintessential bureaucratic work group, they 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 bureaucratic ethic

shape the morality of society as a whole?

Procurement
Today’s purchasing practices are assumed by academics to have evolved in an orderly

manner from past practice. Emiliani (2010) suggests that “practitioners of modern
industrial purchasing and supply chain management lack a historical perspective in the
execution of their 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 and the hard
won lessons and that subsequently procurement practice has become reutilised for both
the “Buyer” and the “Supplier” organisations, resulting in tensions between the parties
whose interests are fundamentally similar and not different.

At the heart of the debate is a mathematical equation. The optimum design would be a
Non —Zero-Sum (win-win) outcome, where as in practice Buyers seek to realise Zero-
Sum outcomes (Emiliani 2010, 2004). The supply network within my study operates
within a volatile and highly regulated environment®? with polarisation of “Buyers” and
“Suppliers”, and exacerbated by a fixed market in terms of stock volume*>. Given this
position are the unintended consequences of aggressive procurement practice
opportunistic behaviour as the Supplier seeks to redress the position. See section 4.2

The Procurement of outsources services.

32 European Union procurement regulations
33 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 OJEU**,
but crucially the content and its design rests with the “Buyer”. (As discussed in Section
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 strategy (Oliver, 2006;
Arneth et 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 the effects of polarisation 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 services industries is widespread (Fishman,2003;
Stecklow et al, 2003). As are studies that show the consequences of such actions i.e.
poor supplier relationships (John, 2008; Hannon, 2003) loss of supplier technology,
bankrupt suppliers (McCracken & Glader, 2007) and supplier retaliation (Emiliani and
Stec, 2004,2005), in the form of agency, price fixing and Bid rigging® and an

unwillingness to succumb to “Buyers” requests.

The academic literature available is based within the context of the procurement
professional. A feature of my study is that the well intentioned amateur is prevalent in
procurement design and process, predominately with a skill bias in finance or
operational practice (either housing or maintenance) in all but the largest of the “Buyer”
organisations. This links to management practice and capability (See Section 4.6:
Management) and again are the consequences unintended or due to unconscious
incompetence? Keasey et al (2000) suggest several dysfunctional consequences of such
practice specifically 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,

34 Directive 2004/18/EC of the European Parliament and of the Council of 31/03/2004 on the coordination
of procedures for the award of public works contracts, public supply contracts and public service
contracts

** In 2009 the OFT imposed fines totalling £129.0m in 103 construction firms which it had found had
colluded with competitors on building contracts. These activities were mostly 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 purchasing. See

Section 4.2; The Procurement of outsourced services.

However, a lack of economic trust and in particular ex ante opportunism, due to poor
assessment capability (Ricktts, 2001) cannot be “defended against” by an all embracing
contract. Additionally goal distortion, caused by internal toxic 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 appreciating 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 management. “... another aspect of managing the contract is the

monitoring of performance and quality of delivery”. Indridason & Wang (2008)

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

performance measurement. Here the literature is reviewed from the perspective of
management practice reflecting on design targeting and monitoring. Deming (1986) —
and the “plan do check and act” approach provides a suitable frame work.

As Tom Peters, cited by Varcoe (2000) stated in Thriving on Chaos,” What gets
measured gets done”, but is what is “done” necessarily what was expected, required or
even desired. This position is further developed by Ad croft & Willis (2005) “What gets
measured gets done, even if it is not measured or done particularly well”. Charles Good
hart, (Chrystal & Mizzen 2001; Pidd, 2005; Price & Clarke 2009), in his paper delivered
to the Reserve Bank of Australia in 1975, titled “Monetary relationships: a view from
Thread needle St.” observed that statistical regularity will tend to collapse once pressure
is placed upon it for control purposes. Or when a measure becomes a target, it ceases to
become a good measure. It can be stated more generally as “Targets are only useful as

long as you do not use them to manage by” (Pidd, 2005).

- Targets — design and outcomes
Johnston & Clarke (2001) argue that there are four reasons to take measurement of

performance: communication, motivation, control and improvement. Perrin (1999)
considers measurement from the perspective of outcomes, asking 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 (2006) suggest
“hit the target - but miss the point”. Target design has been influenced by past
performance (Tan & Rae, 2009) influencing what the 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 within an industry sector or market place is debated from
the perspective of the target set and its link to a specific organisation and how this
shapes and defines the organisation through its application. However from an industry
perspective and in particular a market that is regulated, does the target transcend
individual organisations as the market regulation does? What is the scope and impact of
target generalisation when considered in the context of commoditised working practices?
Gosling (1999) highlights the tension in data collection between what is easy to gather
and measure and what us useful to measure but more difficult to gather and focuses on

the easy to hit measures rather than the organisationally critical.

Itner and Larcker (1998) suggest that effective targeting relates to basic causality and
determining the relative importance of performance measures. Without this triage effect,
the unintended consequences of poor targeting practice are distortions in performance
(Meyer, 2004) suggesting that the day job becomes the collection of data and
monitoring rather than management activity per se or “everything is urgent”. This has
the potential to increase the level of commoditisation of services delivered by an
increasing de-professionalised 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 negatively on another.
Humphreys & Francis (2002). Poor target design, (Wankhade, 2011) increases Tunnel
vision, ossification and sub optimisation ~the 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 segment creates distortions
that favour larger players in the market. Pashigan (1984) Dean & Brown (1995) argue

that market regulation / compliance could lead to additional capital requirements, which
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may impede or discourage smaller players from either bidding for work or entering a
market. The situation is further exacerbated by the short-term nature of contracting in
the social housing FM sector. Tan & Rae (2009) suggest that in the short — term the
impact or regulation in industry and performance management has the potential to
impact cost and efficiency for all organisations. However the impact of increased cost
and reduced efficiency would be greater for smaller firms. Larger firms potentially have
the capacity through economies of scale, innovation and process development to negate

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

Fig.2.2 The Bidding dilemma for smaller suppliers
High

—————

— ——————— 5 | Small firm
Cost \

Large firm

Low

Low Time taken to procure services High

The design of procurement practice and the content of OJEU notices have potential to
influence the market and could be deemed a systemic dysfunction. The unintended
consequence being: a 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 (2011). Jackson, (1988) and Likierman, (1993) indicate a
key requirement for design is in devising targets to establish realistic levels of
achievement prior to the target being set. Additionally, post priori it has been
acknowledged that managerial targets need time to develop, performance targets should
have the capacity be revised 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 HM Treasury
suggests that “Continuous improvement 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 is a feature of the FM social housing

market and impacts on organisational design influencing the allocation and control of
resources that are fundamental to the delivery of R&M Services. e.g. Multi-divisional
organisations compete with SME’s in a profit constrained market with an increasingly
commoditised product, which is defined by a “cost” within a “Schedule of rates”>®.
Here the activity costs are fixed and measurement of activity is a simple management
process. The use or misuses of measurement in performance evaluation in making
resource allocation decisions require an assumption of causality. That is, the method
chosen assumes that the activities will achieve a desired outcome, and why performance
management processes are subject to misuse. Perrin (1999) proposing that “performance
management without evaluation about causality, are insufficient for deciding on budget
allocations” (p105).

3

The use of scientific management or “..management by objectives may be more
extensively used in current operational practice than research suggests”. Dahlsten et a/
(2005, p539) with structure, remuneration policy and culture (Harris & Ogbonna, 2002)
enforcing its use. Additionally, a lack of desire to change or adherence to a tribal
practices being cited, “symbolic management activities, and ceremonial and ritual
performances ..... that can integrate the organisation and make sense to different
organisational members. MBO is a means of management control in organisations
regardless of the dismissive views of academic researchers portraying MBO as a
management fad par excellence”. Dahlsten et al (2005 p539). From an effectiveness
position; command & control and execution of task is welcomed; however in term of
efficiency it is frequently challenged. However the suitability of MBO is supported by

Burns & Stalker (1961) and Mintzberg (1983) in machine bureaucracies, wherein

objectives more readily trickle down the organisational hierarchy.

The multi-divisional structure of the larger “Suppliers” 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 overcome the

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 labour and the time to undertake the

works in conjunction with the cost of materials and Overheads and margin.
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(1999, p404). The potential for irregularities in the data collection process (Tan and Rae,
2009), compounded by local interpretation and challenges over the centralist/ regional
dichotomy (Chapman, 2005) have the potential to be exacerbated as part of a
performance interpretation process, particularly within the use of performance
management, league tables’’ and the use of an aggregate measure to indicate a level of
“overall performance”. Here, “Measure fixation” as Smith (1995) defines it - as an
emphasis on the measure of success and an organisational or informal encouragement to
focus on the performance indicator rather than the desired outcome of the delivered

service internalises performance to the potential detriment of the Buyer.

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

readily accessible to all and that it is generally seen to have few barriers to entry and as
a consequence is prone to misuse, resulting in the well known “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 collective of actors and (2)
objectively given, where the pursuit of self-interest can lead to the degradation of the
said commons. The basically essentialist model make an assumption that the actors are
norm — free and opportunistic maximisers of short—term interests, who in the absence of
restrictions to access, their actions tend not to contribute to the long-term interests of the
collective. Additionally the collective action of the group has the potential to lead to sub
— optimal outcomes for all actors. Consequently it creates collective misuse and a
“degradation” of the commons. Ostrom (1999) describes the “tragedy of the commons”
as a metaphor for the problems of overuse, citing 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 economic perspective. Ansari et

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

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

Economic
The “tragedy of the commons” 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 dynamic”. Static
externality reflects the “crowding” problem where each firms costs rise with industry
output as the number of players in the market increases e.g. ex ante transaction costs
linked to procurement, additionally a larger number of firms increases completion,
potentially leading to lower “output” prices and a squeeze on margin. This indicates that
either the crowding effect will dominate or the price distortion effect will dominate and
impact the industry size. The dynamic externality exists if current actions lead to higher
future costs. (p148) e.g. cost will change from one period to the next when access to

“stock” changes.

A feature of the Social housing R&M market, are the variables. The constraints on the
market are the stock volumes® and the number of “Buyers” in the market which is
static but reducing due to amalgamation. Additionally access to the market is governed
by contract availability generated either by renewal activity on the basis of time fixed
contracts or contract determination for poor supplier performance or contract breech.
Ostrom (1999), provides a description of a common — pool 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 units unavailable to
others”. (p497). Thus “subtractabillity” or competitive rivalry is a salient feature of

most commons. (Al-Fattal, 2009; Feeny et al, 1990)

The Social housing R&M market is dynamic in terms of competitive procurement
practices which are highly regulated via 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 co

3% There has been little reduction due to “right to buy” and practically no increase in the housing stock due
to new building projects
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operation is seen as a major source of post award legal challenge due to opportunist

behaviour and profit maximisation.

Given then that liberalisation of trade is a pre-requisite, and desirous on the part of 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 their short term
profitability. This is further exacerbated over time as the size of the cyclical market
alters, as there may not be sufficient work available to win in the medium-term /
Longer-term. Should this reduce the numbers of actors competing either through
polarisation (the financially / operationally stronger — buying the weaker) of
administration / liquidation, the long - term position would be increased negatively for
Buyers. Several writers outline strategies for averting, mitigating or coping with the
effects of the commons (Ellis & Van Den Nouweland, 2006; Brook, 2001;Copeland&
Scott- Taylor,2009) espousing cooperative behaviour as a means of reducing the effects
of corporationalisation, but economic polarisation and its consequences is not generally
discussed. However Ostrom(1999) considers such effects on the market as stagnation in
terms of technological development, and the capability of Suppliers re management and
governance of “Cyber corps” (Rowland, 2009) and corporate 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 actors generate
differing interpretations of the commons and specifically their motivations to pursue
differing courses of action irrespective of the widespread initiatives relating to

govermance.

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

notion of the “commons” as what is deemed to constitute the commons - in the case of
my study a “market” is contingent on the institutionalised norms and practices of the
actors engaged. Schnable (2006) suggests that through a process of instigating,
developing and specifying the scope, significance and rarity of the commons resource,
actors are participating in socially constructing a commons. Ansari ef al (2010) propose

that a commons can “be understood as a socially laden concept that is discursively
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constructed, justified and enacted through a language of right and justice”. Building on
this view, suggesting that via institutionally sanctioned discourse, the participating

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 to reciprocity and
trust and the corresponding impact on transaction costs. The content of the OJEU notice
may specify who can apply 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 thus relates to an
organisations “citizenship” or membership of a club, the second boundary relates to
ascribe of acquired characteristics - capability, and the third group relates to a

relationship with the “commons” itself.

Payoff and position rules are used to redirect or reduce the appropriations from a
common — pool resource — for example to add a penalty to prohibited actions. Within
the Social housing 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 market “°and (2) the imposition of a fine. *! The difficulty
relating to pay off rules relates to monitoring specifically capability and its associated
costs relating to moral hazard. Brook (2001) explores the concept of externalities or
“spill over effects” which are outcomes from the processes practiced by capitalist
corporations indicating that whilst there are 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 should be placed

within a social and cultural context”. (p613)

The “commons” is 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 and outcome is

clearly known to all the players. My thesis outlines the unintended consequences of the

39 This us undertake by applying for and submitting a pre qualification questionnaire -PQQ

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

#! See references with the thesis to the OFT fine for cover pricing
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traditional practice and structure of 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 triangulation
or methodological pluralism. The rationale for collecting both quantitative and
qualitative data was to allow comparison, validation or corroboration of the results. The
two forms of data bring a greater insight into the problem than would be obtained by
using only a single type of data. To facilitate this, a convergent parallel mixed methods
approach which utilised both quantitative - documentation analysis and, data charting,
and qualitative - a semi structured interviews and an ethnographic study over a specific
time period would be adopted.“Organisations are often intensely political
arenas....... researchers relying on documentary evidence are advised to use
triangulation to enhance validity and reliability”, (Saunders et al, 2000). In adopting
such a design I noted that there would be challenges, “The benefits of a triangulated
approach have a potential benefit from the reduction of in appropriate certainty.
However the inaccuracies of one approach cannot be expected to overcome the

inaccuracies in another”. (Fielding and Fielding, 1986).

Definition of method
From a design perspective “it 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 continuum and not as a clear
dichotomy. The triangulation design will be a typology - based approach in which the
design emphasises the classification of useful 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).

Bryman and Bell (2007) suggest researchers can weigh alternative choices and use this
to justify their mixing decisions. One of his choices is “triangulation”, where the
traditional view holds that quantitative and qualitative research might combine to
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 diversity of viéws, 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) suggest that components of a research study are
comprised of “strands”, with mixed methods studies including at least one quantitative
and one quantitative strand. They espouse four critical decisions for a researcher prior to
selecting an appropriate mixed methods design to adopt in undertaking the study. These
being:

e the priority or relative importance of the strands, i.e. quantitative priority,
qualitative priority or equal priority,

o the level of interaction between strands i.e. are they independent of each other
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 single
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 the explicit interrelating 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 during interpretation. The point of interface
is pertinent to my study due to the data gathered by qualitative 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 position runs the risk of
perverting the issues surfaced. A position that I was acutely aware of due to my

a priori knowledge.

Type of design — Convergent Parallel design

Within the concept of Data Triangulation, convergent 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 concept of triangulation allowed researchers to be more confident of
their results, by stimulating creativity in data collection, and enabling a synthesis of
theory to provide a richer pool of data for analysis. The method was originally
conceptualised as a “triangulation” design where two different methods were utilised to
obtain triangulated results about a single topic. There is frequent confusion by
researchers about the correct use of triangulation in qualitative research and the concept

is often misused 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 the research
process and then merges the two sets of results into an overall interpretation”. Creswell

& Plano Clark, (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 qualitative findings with
quantitative statistical results for validation and corroboration purposes. Patton (1990)
suggests that the researcher’s intent in using this approach is to bring together the
strengths and weaknesses of the qualitative methods i.e. small samples, details, depth,
with those of quantitative methods i.e. generalisations, trends and large sample sizes.
This is a typology based design where the researcher is provided with a framework and
logic to enable the implication of the methods ensuring that the resulting design is of
high quality, persuasive and academically rigorous. Utilising this approach, concurrent
timing is utilised to implement both the qualitative and qualitative strands during the
same phase of the study. Additionally there is equal priority of relative weighting. The
two strands remain independent during analysis and then the results are mixed during
the overall interpretation of the findings.

Implementation procedures for a convergent design relative to this study are outlined in
the model below.

Step 1, both qualitative and quantitative data on the project or topic of interest is
collected concurrently but separately. Relative to my study, the ethnographic sessions
and semi structured interviews, and the document analysis. The researcher then analyses
the two data sets independently using appropriate analytical procedures. Step 2.

Fig 3.1 The Methodology process for 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 Collect Qualitative data

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

e Collect closed- ended data e  Collect open- ended 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 69 specific to the qualitative
2 approach




At the point of interface the results are merged. Step 3. Finally, Step 4. The researcher
interprets the findings to create a better understanding in response to the research

projects overall purpose.

Quantitatithiand Qualitahy Strand

Use strategies to merge the two sets of results

S ¢ Identify content areas represented in both sets , and compare, contrast or
T synthesise
E e Identify differences within one set of results based on dimensions within
P the other set and examine
¢ Develop procedures to transform one type of result into the other type of
3 data, and conduct further analysis to relate the transformed data to the other
original data
S Interpret the merged results
T e  Summarise and interpret the separe te results
E e Discuss to what extent and in what ways results from two types of data
P converge , diverge, relate to each other and / or produce a more complete
understanding
4

The convergent parallel design has a number of advantages and strengths for the
researcher; specifically:
e the design approach is intuitively sensible, following a logical process and
pragmatic
e it is efficient regarding timing — both sets of data are collected in the same
research phase
e data can be collected and analysed independently and separately
Conversely it is challenged by the need for good design to avoid conflict, a requirement
for an alignment of samples, between the qualitative and quantitative research targets
(generalisation versus “in depth”), and where the data is divergent, contradictions may
provide new insights into the topic. This may require a further phase of data collection.
Howevér the researcher must then decide what type of additional data to collect, and
will the subsequent analysis of the new data spark further debate and more data

collection to understand the issues raised.
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This method has particular relevance to my research, specifically relating to data
capture from semi- structured interviews and the use of literature and data collected
from other strands within the analysis process. Additionally, as documents, which are
readily available within the public domain i.e. financial statements and audited accounts,

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
generated out of the latter” (p402) In terms of epistemology and ontology their
respective positions are described as interpretivist, arguing that in contrast to the
adoption of the natural science by quantitative researchers, the 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 constructionalist,
implying that social properties are the outcomes of interactions between individuals
rather than “....the phenomena ‘out there’ and separate from those in its construction”.
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
absence of numbers. Silverman, (1993) is critical of the accounts written of qualitative
research that do not examine the variety of form that a qualitative research strategy can
take.

Qualitative researchers tend to treat theory as something that emerges from the
collection and analysis of data. There is however an argument that qualitative data
should have a significant role in the testing of theory. This is supported by Silverman
(1993) who suggests that researchers are becoming increasingly interested in the testing
of theories and that this is a reflection of the maturity of the research approach and its
strategy*?. This view is also supported by Bryman & Bell (2007) who espouse the view
“that there is no reason why quantitative research cannot be employed in order to test
theories that are specified in advance of data collection .... Much qualitative research
entails the testing of theories in the course of the research process”. In summary,
Silverman states that “it is undoubtedly correct that pre-specified theories can be and
sometimes are tested with qualitative data, but the generation of theory tends to be the

preferred approach”.*

“2 And evidence that a positivistic approach to the world gets things done!
“3 Is the philosophical approach then one of pragmatism?
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Concepts and measurement appear to be a dichotomy for the qualitative researcher.
Blumer (1954) stressed the distinction between definitive and sensitising concepts and
the way in which they are considered, arguing passionately against the use of definitive
concepts in social research. An approach he considered to an “application of a strait
jacket on the social world”. The idea of a definitive concept is typified by the process by
which a novel concept once developed becomes fixed through the elaboration of
indicators; Bryman & Bell (2007) argue that “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 sense of reference and guidance when
approaching empirical instances” (p7). Concepts should therefore be employed in such a
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 phenomena to which they refer can

assume.

There are several critiques of the qualitative approach to social science research. Firstly -
that it is too subjective on several counts, due to the relationship between the researcher
and those being studied and the unsystematic way in which qualitative findings
reinforce in the researchers views of what is significant and or important. By its nature,
qualitative research commences from a relatively open ended stance and entails a
gradual narrowing of the research question or the issue, and indeed it there is often little
in the way of clues for the reader as to why this final area was chosen rather than
another. Secondly, the research is difficult to replicate, due to its unstructured nature.
Additionally the researcher is “the instrument” of data collection, and therefore what is
recorded is very often a by-product of predilection. There is also the issue of empathy
between the researcher and researched, which may bias the data collected. Interpretation
of the data collected may become biased based by the subjective or epistemological
position of the researcher. The scope of findings has itself been considered a
generalisation especially when unstructured interviews are conducted with a small
sample size, and is this a true representation of the unquestioned remainder? Finally the
issue of transparency is relevant. How did the researcher undertake the study, how were

the study’s conclusions arrived at, and to take the challenge further, was the process of
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data analysis clear, and what influences was the researcher subject to? A critical issue
for me as a researcher is my a priori knowledge, and the fact that I would be known to
many of the interviewees a “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 short-termism for all stakeholders.
In reality the supply network is both practical and logical in its structure. The desired
position would be that I 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 would produce a sample that
reflects the target population, however unlike a stratified sample the sampling of the
targets is not carried out randomly since the final selection is at the behest of me - the
interviewer. To counter this I had a privileged level of access to interview targets

within the industry and Value network. Fig3.2 The Value network

Local
Government
Suppliers Buyer Buyer: Special
Materials Procurement Procurement Purpose
Consortium Consultant Vehicle
——— |
\ 4 \ 4
Supplier: Buyer: HAs Residents 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 to a non — probabilistic or non-
random sampling method being used. However the source of bias is reduced through
strategic sampling via targeted selection and design.

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 housing practice. 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 Special Purpose Vehicle (SPV) which manages 6 PFI
contracts. This organisation is the market leader in the management of
residential PFI contracts. There is no other organisation that has the same level
of “long-termism” in Housing FM contracting in the UK

The Senior Directors of 6 Registered Social Landlords. Separate 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 Operations Manager of a HA, who 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 of politics in effecting the delivery of services
to property residents.

Two senior partners of solicitors. Whilst 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 consultants engaged in assisting HAs with
the design and implementation of their procurement strategy. Linking to the
“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 and academic
and technical competence.

Three Managing Directors / Operations Directors of contractors engaged in the

supply of services to Local Authorities, RSLs and ALMOs. These organisations
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are the “suppliers” of services. Their views on the short term / long term debate
and in particular the measurement and reporting of performance will be central
to the process. See Section 1.4: a priori knowledge.

e Senior managers within Government bodies, specifically the Dept of
Communities and 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 of the sampling procedure the individuals selected will have experienced the
key concepts being explored, the sample can be deemed heterogeneous due to the
different jobs and the different impact that the central phenomena, i.e. contract duration,
its effects on them and the organisations that they represent.

Regarding the HA and Contractor targets; the targets represent different perspectives
within their respective market place. These are based on organisational size in terms of
revenue, and properties managed, numbers of employees and market focus, i.e. general
needs, sheltered, special needs. As a consequence of the participants being purposefully
selected, it is envisaged that their views will reflective and provide a rich picture of the
phenomenon.

In terms of numbers of interviewees selected it is believed that the small number
recruited will provide sufficient in — depth information for analysis.

To identify the candidates for interview, a current database of HAs was obtained, and
this was categorised by size and specialism. Once suitable targets had been identified

emails seeking interviews were sent to the contacts within the target organisations.

Within Step 1 of the process. The “design & data collection”, relating to the Qualitative
stream research, the concept of triangulation would include a mbre detailed
investigation of one specific organisation. In this investigation the directors of two
separate 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
management of contracted out services suppliers. The Interviews will be supplemented
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 would be
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used to develop or challenge the structure and content of the remaining semi- structured

interviews.

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

ethnography is conceived within current paradigms of organisational studies as
qualitative and passive with the ethnographer through immersion in a setting aiming to
achieve “a rich interpretation of a particular socially constructed context, hence
ethnography has come to be perceived and both inductive and passive”. Their challenge
is that ethnography as inductive can be realist and “in this view uncover real unwritten
rules of the game in such a manner that enables diagnosis”. Scott-Morgan (1994) in
support for this position argues that analysing ethnographic data for “common
motivators”, “enablers” and “triggers” would reveal unwritten rules as routines of
organisational behaviour. Additionally suggesting with his pragmatic stance “against
necessary immersion” where “....a combination of internal and external research can
assist with the speedy elucidation of a particular set of unwritten rules”. Suckley et al
2013. (p12). Suckley et al and Scott- Morgan seem to be suggesting that ethnography
can be any full or partial description of a group as a means of identifying common
threads. (p11). The pragmatic approach I adopted is broadly ethnographic but is not
obeying all the conventions of mainstream ethnography, considering SBU observation,

semi structured interviews and netnography within the context of Realist Ethnography.

A study of inter-organisational SBU’s
Ethnography draws attention to the fact that the researcher “immerses” himself in a

group for a period 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 a 4 month period during 2011.
Critical to this approach is access to the group, the meetings of which are closed to both
the Residents and to the employees of the organisation who are actively engaged in the
delivery of services, albeit the minutes of the meetings are widely circulated. The
Managing Director of the organisation will be the subject of the semi-structured
interviews. This will assist in identifying and understanding the vertical flow of
instruction / command within the organisation, and additionally provide an insight into

internal politics and goal alignment. My position within the meetings will be overt, with
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all participants being aware that I am 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 raised by the
group may be done so for the “benefit of the researcher”; therefore “my role” will be
crucial. Gold (1958) Cited in Bryman and Bell (2007), identifies a continuum between
Involvement as a “complete participant”, through to Detachment and a “complete
observer”. Each position carries with it a level of risk.

Fig 3.3 Ethnographic observation perspective.

Involvement P . | Detachment
X y
Complete 1 Participant 2 Observeras 3 Complete 4

Participant as observer participant observer

Gold identifies the positions as (1) a fully functioning member of the social group,(2) ,
a participant role, but the members are aware of the researchers status, (3) the researcher
i1s mainly there as an interviewer, and (4) the researcher does not interact with thé
people.

Data capture will be by field notes based on contemporaneous observations. There will
be specific themes and key issues that will be identified prior to the work being
undertaken and this will form part of a framework that will enable me to progress and
tabulate effectively all the data gathered from the various research methods. After each
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, semi-structured interviews will be used as a
means of collecting data. The interviewer will have a series of questions in the general
format of an interview schedule, and typically they will be less structured in nature, to

give the interviewer latitude to ask supplementary 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 copy of both the research
proposal and SHU consent for was forwarded to 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 also to add openness to the process. Scott —
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 feelings. Additionally, the semi-
structured nature of the interview would allow me 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 data. See Appendix. 8.4. Consent form.

The recording of the interview output was by two methods; where possible, by digital
audio recording and through note taking, where I will be noting the main points
presented, and making detailed notes where the issue is particularly technical. With any
notes taken contemporaneously, maintenance of accuracy will be of paramount

importance. (See Section 3: Ethical issues)

The interview was constructed around three areas; Structure, Process and Management.
The content of the questions considered the interviewee organisation from the
perspective of 4 elements of the performance network (Johnston & Clarke, 2001). The
topics to be covered within the process related specifically to: Organisational Structure,
Legal Contract, Measurement, Supply chain management and Business relationships,

The procurement process and Management of people and process.

The content and subject matter for the interviews were developed from my a priori
knowledge of the sector and the subject (see Section 1: Philosophical Foundations).
Prior to the interviews, 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 going to be interviewed as part of the research
process. This also provided interview timings. It is envisaged that as the interviews
progress, new themes for investigation will emerge, and, due to the inductive nature of

the project, that certain strands of the enquiry will start to take precedence within the

78



interview process, and that additional questions will have to be devised to develop and

understand both the breadth and depth of the issue.

Realist Ethnographic - Web chat rooms — Netnography ?

Kozinets (2002) suggested the term “netnography” to refer to a marketing research
method that investigated computer-mediated communications in connection with
market related topics. The author illustrated the value of his approach arguing “...as with
most specialised on line discussion groups that engage in computer-mediated
communications around a certain topic they are likely to be well-informed
knowledgeable enthusiasts. Therefore they are well placed to provide interesting market
related information about trends and meanings in relation to the specific consumer
topic”. (p61). Grint and Woolgar (1997) view virtual technologies as “texts that have
interpretive flexibility”, suggesting that a social science researcher should 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 should be as much at the centre of
attention as the context of the text themselves. This will be explored during the semi
structured interview process. Hine, (2000) adds support to this position. Describing her
approach as virtual ethnography, she describes the web as “... a product of culture: a
technology that was produced by particular people with contextually situated goals and
priorities. It is also a technology which is shaped by the ways it is marketed taught and
used (p9). Hine’s approach was heavily influenced by discourse 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 however a
dualism. Whilst one cannot escape the virtual context of the situation - that is it is
virtual i.e. ethnography is usually of or in a place, it also links time and space of its
participants, so that it has boundlessness, which is a major problem to both its
participants and its analysts alike. Sandlin (2007) 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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information*!. Kozinets (2002) and Sandlin (2007) argue that when researchers have
identified the communities that they wish to 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 trustworthiness and the demographic characteristics 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 collection, there is
the opportunity to collect two types of data:

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 professionals, it
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 weekly readership
approaching 100,000. Online forums and blogs allow housing professionals to share
opinions.”
British Institute of Facilities Managers
FM World
Housing & Communities Agency
Supply Management.
Operational Excellence
It was envisaged that by analysing 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 based on 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 criteria. Scott (2004) argues that there are four principle criteria to be
considered. These being: Authenticity, Representativeness, Meaning and Credibility.
Typically the documents to be used will be deemed public documents or organisational
documents, as they will be audited financial accounts and board reports, Audit
Commission reports and TSA Surveys: quality control and audit reports and official
“White papers”. Scott’s (2004) criteria identifies that the materials can be seen 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 market sectors based on
what is a relatively small sample size. Bryman & Bell (2007) “.... Documents cannot be
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”. (p568). Saunders et
al (2000), argues that documented data may be available in sufficient detail to provide
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 is vital that a 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 in Section 3.2: Convergent parallel design, Step 2 through to Step 4 data

analysis will consist of techniques applied to both the qualitative and quantitative as
well as mixing the two forms of data concurrently, (Step3) to allow interpretation to
take place (Step 4), This process involves 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 “inferences and meta — inferences”, with the meta-

inferences being drawn from the convergent data.

A strategy for data analysis will encompass techniques to identify whether the results
are congruent or divergent, and how they converge. To facilitate this there will be a

“data transformation” (Creswell & Plano Clark, 2011, p223), which will involve
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...... 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 analysis is
not designed to test. Within this practice individual variables and their components and
additionally the inter dependence between variables can be examined. 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 identified. Data transformation as a strategic option has been addressed by
several authors in mixed methods literature, (Caracelli & Green, 1993, Teddlie et al
2003, Sandelowski et al 2009), the principle issue being which data source to “inform”
which.

Within the research project it is envisaged that the process of transforming qualitative
data into quantitative data will be undertaken by the themes or codes. The central issue
being: which aspects of the qualitative data to quantify and then how to quantify.
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 number of times
that the theme appears in the data but this seek to quantify qualitative data and may 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 bases are
congruent or divergent, and what conclusions can be drawn from the identified position.
As this interpretation process is emergent the level of discrepancy or congruence from
the data will be indicative of a number of variables, i.e. methodological problems in the
design of the study, e.g. sampling or theme development issues or limitations in

quantities 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 being the
identifying of emergent themes from the conversations. Step 3 would see these themes

would be merged with data collected from the Qualitative stream within Step 1 & 2 and
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also the data collected via netnography from the various professional and commercial

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

The emergent themes from the research project would then be the subject of the
literature search. Utilising Google Scholar, Business Source Premier and Emerald as
primary sources in addition to texts provided by industry noted academics. Research
would be undertaken from the subject area (FM) and other “services” industries.
Relevant sources/ themes would also be mind mapped as part of the cross tabulation

process and coded.

Step 4 would then be to interpret the data collected from the two streams and the
literature search. The outputs from the literature search would 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 industry practice and the identification of future research topics.

Potential ethical issues
Ethical issues abound at a variety of stages in research projects, and relate directly to the

integrity of the work.

Due to the research being conducted throughout the Value chain, it is paramount that
confidentially, and where it is requested, anonymity is preserved, as it is likely that
elements of the data will be commercially sensitive, and consequently present issues

surrounding conflicts of interest.

Prior to any interviews being undertaken all potential participants will be written to
asking for formal consent to be involved within the project. See Appendix 8.4. The
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, copies of the
initial questions to be asked will be enclosed. Additionally, they will be advised that
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 conversation. Finally, I will confirm that they will
have a right to reply. Affiliation is a potential problem, as is it likely that I will have
commercial relationships with supply chain partners, and also be seen as having a
competitive interest where I may well be working for a company in direct competition

with the organisations that I have selected for potential interview. To overcome this
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element of trust it is envisaged that an element of reciprocity around collaboration or
active participation within the research project will be built into the project from the

outset.

The 1988 Data Protection Act, outline succinctly the principles of data protection and
qualitative data obtained during the research project will be managed within the guide
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 consent in cyber space? And are online forums a
private or public site? Covert or Overt? 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 an academic researcher and to explain the
nature of my research. Primarily: to 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 I
am unsure as to how this could be resolved. Alternatively, if the magazine deems the
“chat room or message board to be a source of public communication media” (Langer &
Beckman 2005, p197) Heggerty (2004) argues that that online data is “...public
announcements, compatible to letters to the editors and as such amenable to academic
analysis without the necessity of ethical review”. (p405), and to use the data obtained
from the research. Ensuring the anonymity of the “chat room™ respondents in any

relevant findings by presenting the data via a coded process would be a prerequisite.
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4. Findings and interpretation of findings
As outlined in Section 3. Methodology, the desired aim was to interact with indicative

members of the “Buyers” and “Suppliers” within the Social housing network; to gain an
insight into the causes and consequences of short-term trading. The objective was to
understand the relationships, boundaries and the constraints in which these
organisations operate and trade and additionally to identify its potential impact on the
Value network, which has the “Buyer / Supplier” relationship at its centre.

Fig 4.1 FM Value network .

Local
Government
Suppliers Buyer Buyer: Special
Materials & Procurement Procurement Purpose
Servicers Consortium Consultant Vehicle
i e el | |
v “'/;/<A v / v
Supplier: Buyer: HA Resident or
Contractors > | LA,ALMO, —— | property
RSL user
Industry Buyers Chartered
Body Lawyers Institute of
BIFM Housing

The interview process consisted of questions on six topics: Structure, Procurement
Contract, Measurement, Relationships and Management. Each of the sections consisted
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 transcribed verbatim
and the issues identified transferred to “mind maps” which were developed as either
“Buyer” or “Supplier” and their associated industry commentators. These “maps” would
then assist in identifying the emerging themes from the conversations. These themes
would form part of the triangulation process, jointly with the analysis of documents, 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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4.1 D Structure

Introduction

This section discusses the organisational structure of the “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 on contract
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 the “top” and the rest of the organisation is a means of
implementation. Such principles of control are known as bureaucratic or “mechanistic”.
Johnson & Scholes (1999, p401). The nature of the industry has as its principle design
parameters: the co-ordinating mechanisms for the standardisation of work, practice and
the technostructure being the key part of the organisation. The internal features of the
organisation are its regulated tasks and technocrat control, 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 dynamic. Organisation structure is a means to an end - improved
performance and sustainable performance. It can be argued that an inappropriate choice
of structure can impede the strategic intent of an organisation; additionally a change of
structure will not be a guarantee of success. How relevant is organisational structure in

R&M services delivery and does it facilitate short-termism or is it a feature of it?

There were emerging trends from the research data relating to the structure of an
organisation and the impact on the Value network. Specifically: Polarisation, structural
design & working practices, and Value network alignment. The findings from the
research identified that a “Buyer” or a “Supplier” within this sector can be deemed to be
working in a “functional Structure” Johnson & Scholes (1999, p.405).This is based on
the primary activities that the organisation carries out. Mintzberg (1979) considers six
organisation configurations in terms of: the circumstances or situations to which each is
best suited, the “modus operandi”, shape of the organisation i.e. 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, Slack et al, 2009). However is there a dichotomy
between the “Buyers” of outsourced FM services and the “Suppliers” of said services?
Does their organisational structure facilitate a fit to the operating environment? Is the
service encounter a three-way fight between supplier, client and the end recipient? A
perspective developed by Auty and Long (1998) who argue “the service encounter is a
compromise between partially con‘ﬂicting parties”. (p7) '

The output of HAs service to its residents was defined in terms of “Value for money”

as defined by the Tenants Services Authority (TSA) within its 2010 regulatory
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framework and assessed by the Audit Commission* (AC). The AC conducts a
structured audit of HA performance against a set of 18 published criteria called Key
Lines of Enquiry (KLoEs). Analysis of the KLoEs of the A C (2009) identifies that HAs
have their performance reviewed and audited over 3 strategic criteria. Specifically:

e Vision and strategic approach. How effectively does a HAs 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 future? This KLoE considers: 2.1. The right skills and
tools in place to ensure effective delivery of housing priorities. 2.2
Arrangements to keep priorities on track and to promote a culture of continuous
improvement and 2.3. The effective management of its resources 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 measured against a 4 point scoring system,
with 4 being the highest.*Additionally there are several other KLoEs which relate to
the provision of R&M services. See appendix 8.3. It would therefore follow that to
achieve an excellent performance against the KLoE criteria, the 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 congruence of activity would be a prerequisite for success.
See Section 4.2: The Procurement of Outsourced services and Section 4.3: The Contract.
Are the KloEs an appropriate measure to encourage organisational development? Or a

method of achieving a subjective standard?

Analysis of R&M services delivered at a macro level to the Social housing sector
identifies several trends (TSA, Existing Tenants Survey 20087 ; Housing Corporations
Survey of existing Housing Association Tenants, 2006 *®).The high-level results

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

“ The Role of the Audit Commission has been redefined following the “bonfire of quangos”

“ Level 4 — excellent. Well above minimum requirements, Level 3 — good. Consistently above minimum
requirements, Level 2 — fair. Only at minimum requirements, an adequate performance and level 1 a
failure to achieve level 2!!

7D 19307 successful interviews undertaken by Ipsos Mori

“8 9184 successful interviews were conducted with tenants from 97 HAs based in the UK
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e Home repairs and maintenance. 95% of respondents viewed as very important or
important and
e Repairs and maintenance to shared services. (89%) of the respondents rated this

as “very important 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 level”. With tenants who were
satisfied with the repairs service being satisfied with the overall services of the Landlord
(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 day-to-day R&M. (71%) were satisfied with this aspect of service
delivery. There was an improvement in these figures where tenants had direct
experience of the 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 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. A conclusion of the 2006 report being, “..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 completed”. There 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 the lowest
South East and Merseyside (71%). But is geographical variation relevant? For example
is 75% in Merseyside a good performance? This is pertinent to my study due to
increasing polarisation in the Value network and indicating inconsistency in R&M
service supply. The key elements relating 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 in
the HA estate, it would be reasonable to postulate that there would be approximately

15,000,000 R&M activities per annum and that potentially 3,000,000 of these activities
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The second layer by cascading through lower levels of activity analysis adds a further
segment to reveal where the operators believe that “value” is created. Ambrosini (1998).
The output from the interviews identified that these are considered constituent elements
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 evolution following the Housing
Act 1980, The HA organisations and their working practices could be classed as being
“in common”. The primary difference between the HAs interviewed being (1) - what is
considered their principle activity? Is it Asset management? Property development?
Alternatively, is it Housing management? (2), how the organisation via its SBUs is
aligned to meet the demands and needs of their “segmented “customers e.g. general
needs , special needs , high dependency and (3) by geographical location and coverage,

i.e. regional or national player.

The research data identifies a variance within what they deemed to be their core
competence e.g. housing management, property development, procurement or asset
management. Additionally, if these areas were not their “core incompetence” they were
certainly their areas of weakness. The contributing causes to indifferent performance
being identified as: boundary 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 Landlords”. No “Arms Length Management Organisations”
or Local Authorities were interviewed and consequently neither the variance between
the structures of the different type of organisations is identified. However all were
created via stock transfer from Local Authorities and are subject to external governance

via the Audit Commission

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

throughout England and part of Scotland. It employs 350 staff and has rental revenue of

£35.0m™. It has grown through the amalgamation of smaller HAs and provides services

%0 2005/6 figures from the Audit Commission review.
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to a number of sectors of the social housing community”' via specific divisions. There
is autonomy within the organisation with each divisional Business unit being managed
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 I 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 Appendix: 8.7 Ethnographic study. Operationally, this
organisation self delivers R&M services via a direct labour organisation (DLO) within a
30 miles radius of its heart land and subcontracted R&M services throughout the rest of
the UK. This position is a legacy of organisational growth and an emergent strategy.
AB1 “Does it work? (The organisational structure) The answer 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 stats are very
good. We do not review our strategy frequently with the last review being in 2002.
Our belief is that the DLO adds value to our tenants through call effective scheduling
and in the delivery of its service levels but there is variation in the delivery of our
subcontractors”. Additionally this dual approach to delivery impacts on the supply
chain with an adverse consequence for service delivery. See PB1 comments.

“We have a good relationship with our suppliers - for the local works (in the NW), we
look at it, as an extension of our own business. It is providing us with a just time
approach and our vehicles contain the correct levels of impress stock - but labour and
materials supply is variable across the rest of the UK, albeit we have supply contract
with merchants and contractors” EB1

There was a desire at director level within “Buyer 1” to self deliver R&M services
across the UK. This is driven by a belief that “service quality” would be improved via
the DLO as a consequence of cultural fit with the Residents, although no financial
planning or modelling had been conducted to develop the viability for this position.
Additionaily, I 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 opinion, the R&M services were delivered within a

hierarchical structure which was geographically focussed but not geographically

*' General needs, sheltered housing , assisted living
*2 This was the first batch of interviews and enabled development of both content and technique
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structured. There was pressure to be more cost effective within the budgeting process,
but no sanction for budget over spend, specifically within the DLO and relating to
inefficient working practices. Additionally there was an internal challenge relating to
service delivery and effective asset management in the group, with evidence of poor
delivery in areas where works were subcontracted. This 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 performance — we
do not have a system to manage their performance”.PB1. He also highlighted conflicts
between the “housing team” and the FM team. “There are issues with other business
units within the organisation who do not fully understand the issues - for example
when a resident rings up and wants a new front door- you would not send a joiner,
you would send a surveyor to see if it wanted a new 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” between SBUs i.e. the housing management team and the FM team
relative to outsourced service delivery. Each of the attended meetings exposed issues
relating to customer complaints, an inability to deliver R&M services, poor contractor
management and antagonistic working practices between the SBUs. All of which had a
cost implication for the HA and a negative impact on the Resident. The data identified a
dissonance in terms of the R&M service delivery and its understanding at different
levels of the organisation, with a clear power struggle taking place at middle
management levels in the different SBUs. “Tribal warfare” (Gummesson,
1991).However this was not identified by the external auditors of the A C, who gave
this organisation a positive report. “A good service that has promising prospects for
improvement”.

I was unable to identify any unique core competences which provided the organisation
with a source of competitive advantage. If their market place was “competitive” it was
unclear as to the basis of their market proposition other than to target a specific niche
market segment irrespective of cost. There was clear evidence of bureaucratic
dysfunctionalism within operational practice, (Grey, 2009) at SBU level. Goal

displacement between the various groupings within the structure ensured that there was
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a clear focus on the means™ and not the end in so much as the means had become the
end itself with a corresponding impact for the Resident. This was driven by politics and

supported by the organisational structure.

Buyer 2
“Buyer 2” is one of the UK’s largest providers of Social housing. Working in 232 local

authority areas it manages 46,000 properties. It employs 3782 staff and has a turnover
of £304.0m. The CEO instigated a major review of the organisations structure, and its
alignment with their strategic intent. An outcome being the appointment of “out of
sector” specialists at director level and the creation of a new 4 year business plan,
outlining several strategic changes; principally the creation of a specialist procurement
team and the outsourcing of several services, the delivery of FM services being one.

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

The core differentiator of “Buyer 2” is in a Secondary activity -“Procurement” which
challenges Porters view of primary / secondary activities (1985). “The core competence
of an organisation is its enabling culture which could be likened to its motivation and
applied skills”. Tampoe (1998). This is supported by the concept of Value in exchange.
But does it necessarily create value in use for the Resident? The concept of Value in
“Customer — Customer” relationships is explored in Section 4.6. 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 has
cut costs and increased quality.............. This modern approach improves efficiency”.
The “commercialisation” of the organisation had affected the structure and
infrastructure of the business. Whilst outwardly the SBUs would be recognised from
their title, there was evidence that the working practices had been significantly affected

and reflected the private sector input into their design and management. Horton (2003).

Buyer 3
Created in 2003 by stock transfer it manages 4500 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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