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INTRODUCTION

CHAPTER 1 FACILITY MANAGEMENT—AN INTRODUCTION

1.1 Introduction

1.2 FM Principles and Theories

The underpinnings of the discipline of facilities management (FM) are found in the intersection of
work, workers, and workplace. This section traces the evolution of the theories of facilities
management and shows how FM deals with a wide variety of information and traditional
professions, but in a unique way—as it affects what people do and where they do it. The role of FM
in influencing the workplace has a direct affect on performance and productivity. Several key
studies of the impact of workplace on performance are summarized and discussed. Also included in
this section is a discussion of FM clients, both internal and external; the role of FM in most
organizations; how FM relates to and can support organizational business strategy; and approaches
to managing the FM function.

1.3 FM Organizational Models

The roles and responsibilities of FM organizations vary depending on the nature of the organization
they serve. This section examines differences across broad categories of organizations and how
those distinctions influence the way in which FM identifies, procures, and uses resources to plan,
deliver, and manage workspace. The discussion focuses on differences between public and private
sector organizations; single versus multiple locations; owned versus leased space; large versus
small facilities; and in-house versus outsourced or entrepreneurial organizations.

1.4 FM Orientation by Company/Space Type

The nature of the business in which an organization is engaged will influence the roles,
responsibilities, and organizational “home” for the FM function. Just as medicine is different from
software engineering, so too are facilities that support these activities. These factors, in turn,
influence the nature of the FM organization and the emphasis placed on particular activities and
services. This section discusses five models of FM and the responsibilities, organization type, and
industry in which they are most commonly found.
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1.5 Placement of FM within Corporate Structures

Because organizational structure is unique and specific to particular organizations, the FM function
is not commonly found in the same place in every organization. In some circumstances, FM may
not be used to identify facilities’ roles and responsibilities. This section examines the historical evo-
lution of FM as a corporate function, the relationship of FM duties to other corporate units, and sev-
eral of the more common reporting and communication channels for FM.

1.6 FM Strategic Plan and Mission as a Reflection of the Corporate Vision and

Mission

The broader corporate or organizational vision and mission are the foundation for the direction in
which the organization is headed. This section discusses elements, methods, and outcomes of
strategic planning, and the ways in which FM needs to structure its strategies, plans, and activities
to support, enable, and reflect the broader corporate strategy.

1.7 Characteristics of a Successful Facilities Manager

Effective FM requires a broad and diverse set of skills and knowledge. Several organizations and
researchers have examined and profiled FM professionals. This section presents the results of those
examinations and discusses the background, education, skills, and experience of successful facili-
ties managers.

1.8 Summary

1.2
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FACILITY MANAGEMENT —
AN INTRODUCTION

Timothy Springer
President

Hero, Inc.

E-mail: hero_inc @ameritech.net

1.1 INTRODUCTION

Facilities management (FM) is a multidisciplinary or transdisciplinary profession drawing on theo-
ries and principles of engineering, architecture, design, accounting, finance, management, and be-
havioral science. These disciplines each have a rich history of theory, research, and practice. Facili-
ties management, as a new discipline, builds on this foundation to create a new set of theories and
practices.

1.2 FM PRINCIPLES AND THEORIES

In its original definition of the roles and responsibilities of facilities managers, the International Fa-
cilities Management Association (IFMA) identified 41 responsibilities under eight headings. Ac-
cording to the IFMA, the scope of Facilities Management covers real estate, planning, budgeting,
space management, interior planning, interior installation, architecture and engineering services,
and building maintenance and operations (see Table 1.1).! In a study of how successful companies
manage their facilities, Wilson (1985) reduced that list to five: real estate, long-range planning,
building projects, building administration, and office support.”

During the latter half of the 1970s, Herman Miller, Inc. established the Facilities Management
Institute (FMI). This organization helped establish the new profession of FM and gave birth to
IFMA. In viewing the underlying model for facilities management as a profession, FMI developed
a three-element model of people, process, and place.

1.2.1 FM as People, Process, and Place

The diagram (Figure 1.1) of three interlocking circles represents the important role facilities and fa-
cilities management play in integrating employees, work processes, and workplaces into a coherent,
productive, holistic system. FM serves to coordinate the interface between what people do and
where they do it. Thus, FM touches on elements of human resources, process engineering,

13
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TABLE 1.1

IFMA Classification of FM Roles and Responsibilities

Maintenance Operations
Furniture maintenance
Finishes maintenance
Preventive maintenance
Breakdown maintenance
Exterior maintenance
Custodial/housekeeping
Landscape maintenance

Administrative Services
Corporate artwork

Mail services
Shipping/receiving
Records retention
Security
Telecommunications
Copy services

Space Management
Space inventory
Space policies

Space allocation
Forecasting needs
Furniture purchase
Furniture specifications
Furniture inventory
Interior plans
Furniture moves
Major redesign
Trash/solid waste
Hazardous materials

Architectural/Engineering Services
Code compliance

Construction management

Building systems

Architectural design

Real Estate
Building leases

Site selection
Acquisition/disposal
Building purchases
Property appraisals
Subleasing

Facility Planning
Operational plans
Emergency plans
Strategic plans
Energy planning

Financial Planning
Operational budgets
Capital budgets
Major financing

Health and Safety
Ergonomics

Energy management
Indoor air quality
Recycling program
Emissions

Source:

Facility Management Practices, Research Report #16, International

Facility Management Association, copyright 1996. BOMI © 1997, 2nd qtr.

pp- 1-9.

FIGURE 1.1 FM Components.
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ergonomics, architecture, and interior design. Consequently, critical components of FM include
planning and maintaining, and providing the assets, both large and small, that support the endeavor
of people at work.

1.2.2 The Impact of Environment on Productivity

The role of the physical work environment on performance and productivity has been the subject of
many studies over the past 15 years. In a compilation of over 40 studies of productivity improve-
ment, changes in performance and productivity were shown for everything from reduction in glare
(3-5%) to total facility redesign (18%).? Included in this compilation are three key studies that ex-
amine multiple factors in the environment. These studies demonstrate with great consistency that
the physical place of work has a significant impact on people’s performance. For example, adequate
space was shown to have a positive impact in each of the three studies, while noise or lack of
speech privacy had a negative effect.

Table 1.2 summarizes the results of the three key studies. The plus and minus signs next to the
variables in the Aetna study (#3) reflect the weights given those variables. For example, space ade-
quacy and ease of circulation and order are positive influences, whereas storage, speech privacy,
and ability to concentrate—or the lack of each of these—are negative influences.

In Table 1.2, the first column shows performance mandates for buildings taken from the Ameri-
can Institute of Architects (AIA) Building Systems Integration Handbook.* These mandates are ele-
ments that a building must provide. They serve as useful categories for looking at variables in each
of the three studies listed:

The first study (Springer, 1982) was conducted at a major insurance company. The research ex-
amined the impact of the physical work environment on the performance and productivity of
computer terminal operators. In a simulation laboratory that painstakingly recreated all work con-
ditions, the study found that an optimized working environment yields a 10-15% improvement in

TABLE 1.2 Environment and Performance: 10 Years’ Data

BSIH! Springer? BOSTI® Aetna*
Performance mandates:
Spatial Floor space Floor area, enclosure (+) Space adequacy
Aisle width Layout (+) Ease of circulation
Storage Storage—personal (—) Storage
Work surface Relocation frequency (+) Order
Work surface width
Acoustical Noise Noise (—) Speech privacy
Ease of communication (—) Ability to concentrate
Visual Lighting for VDT Glare (+) Lighting for VDT
Glare (—) Glare
(+) Appearance
Thermal Temperature fluctuation (—) Temperature
Air quality (—) Air quality
Sources:

1. Rush, R. (Ed.). 1986. The Building Systems Integration Handbook. John Wiley & Sons.

2. Springer, T. I. July 1979. CRT Furniture Requirements. State Farm Insurance Companies.

2a. Springer, T. J. 1982. Visual Display Terminal Workstations: A Comparative Evaluation of Alternatives. State Farm In-
surance Companies.

3. Brill, M., et al. 1984. Using Olffice Design to Increase Productivity. Workplace Design and Productivity, Inc.

4. Sullivan, C. July 1989. Employee productivity and satisfaction as a result of the home office renovation. The Aetna Casu-
alty and Surety Company.
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performance when compared to the traditional workplace. Improvements included changes to the
lighting, spatial configuration, furniture and support equipment, and seating.’

The second study was conducted by the Buffalo Organization for Social and Technological Inno-
vation (BOSTI, 1984). This research looked at the workspace as a collection of 18 facets, includ-
ing physical enclosure, esthetics, privacy, furniture, status, communication, and thermal control.
The research involved some 6,000 workers in 80 organizations. The results suggest improve-
ments in the workplace have a reasonable result of an improvement in productivity of ~5%. The
upper limit of benefits reported was 15%, while the average reported was 12%.°

The third study (Aetna, 1989) was conducted by another large insurer. This research looked at
the full range of environmental elements, including space, acoustics, visual quality, thermal com-
fort, and air quality. A comparison of traditional workplaces with a new workplace where envi-
ronmental elements, such as space, light, adjustments, and configuration were optimized, yielded
an improvement in performance of 10-15%. In other words, the new “improved” environments
allowed people to be 10-15% more productive when compared with traditional work environ-
ments.”

Clearly, the consistency of these results over time shows that design and management of the
physical work environment is a critical contributor to the performance and financial well-being of
organizations. From seemingly minor elements, such as reducing glare, to major elements, such as
the design or reconfiguration of entire buildings, the physical facility can either impede or enhance
worker performance. The research shows that when done well, investments in facilities can yield re-
turns on investments that contribute to the business bottom line. The workplace is a tool that when
appropriately configured and designed to fit the people who work there and the work that they do,
can yield direct and measurable impact on the performance and productivity of the entire organiza-
tion. Thus, FM and the role it plays in planning, design, and management of workplaces is key to
business success.

More recently, Mike Brill and his colleagues at BOSTI have begun to release the results of re-
search conducted since 1994 that examined the impact of workplace on individual performance,
team performance, and job satisfaction. Preliminary results are consistent with earlier results. A
rough rank order of workplace characteristics that have the greatest effect on performance includes
the following:

. Acoustic privacy

. Support for spontaneous collaboration and impromptu meetings

. Support for face-to-face meetings, one-on-one, in individual’s workspace
. Support for administrative services, office chores

. Sufficient storage—a place to put your “stuff,” much of which is paper

. Group space that is distraction-free

. Taking a break

. Dedicated project rooms

N=- R - NV B S R S

. Appropriate ergonomics and physical comfort

et
1=

. Accommodating technology®

1.2.3 Defining the Client: Internal and External Customers

One of the difficulties facilities managers face is defining exactly who their clients are. Different
client groups want different things from a facility. Internal clients, those who are part of the organi-
zation, have different criteria and needs than external clients, those who are not part of the “host”
organization.
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From a purely financial perspective, the company or organization that occupies a facility is the
primary client of FM. Yet, even that distinction is not as simple as it sounds. Companies are owned
by shareholders, run by executives, managed by managers, and staffed by employees. Each may
have a different set of expectations and requirements for the facility.

In general, FM clients are distinguished as internal or external. Internal clients or customers in-
clude all the people who use the facility. This group includes employees, managers, and executives
of the organization; contract employees in areas such as maintenance or security; customers of the
business itself; and those people who come to the facility to conduct business with those who work
there. Increasingly, the challenge facilities managers face in satisfying internal customers is the de-
mand for quick response and quality service.

It is important to understand that frequency of request for service may not be an indicator of the
importance of the service provided. For example, on a day-to-day basis facilities managers will
spend considerable time responding to requests and the needs of employees and staff. They may be
asked to adjust the heat, replace light bulbs, fix a squeaky door, or clear snow from the parking lot.
However, the few times a year that the facilities manager reports to senior management may deter-
mine the size of staff and budgets; approval of projects, both major and minor; and what services
are kept in-house or outsourced.

Facilities managers must serve the needs of employees and managers of the organization in a
way that enhances their ability to perform. In addition, facilities managers must meet these goals
while simultaneously keeping an eye on the efficiency and effectiveness of the building itself and
the expenditure of resources, both human and capital. Financial accountability while maintaining
quality work environments is a key challenge facing facility managers.

External customers of FM include the general public, investors and shareholders, and govern-
ment agencies. The general public has concerns over appearance, safety, and environmental respon-
sibility. Consequently, the facilities manager must ensure that his or her organization is a good cor-
porate citizen. This could mean taking extra care in maintaining an attractive and appropriate facade
for the buildings, ensuring the grounds are well kept, providing space for community activities,
minimizing noise and disruption during construction projects, or finding environmentally friendly
ways of dealing with waste.

Investors and shareholders want a good return on their facility investment while expecting the
facility to represent the organization. The buildings an organization owns and occupies are the
physical manifestation of that organization. It is the job of the facility manager to insure the build-
ings reflect the corporate culture while maintaining and operating them in the most cost efficient
manner. The facility manager can meet these requirements by implementing cost savings practices
that can include energy efficient building systems and products, as well as using durable and attrac-
tive, low maintenance materials.

Government agencies monitor compliance with standards, regulations, and statutes. To serve
these customers, the facility manager must be familiar with laws, codes, and regulations. Familiar-
ity with the requirements imposed by such regulations as fire safety codes and the Americans with
Disabilities Act (ADA) will help the facilities manager ensure their buildings comply with govern-
ment regulations.

1.2.4 Customer Service and Quality

Consumers of services (i.e., customers) have become more sophisticated, informed, and demand-
ing. With experience comes knowledge of what is needed and what is possible. With this knowl-
edge comes the ability to better express and explain customer requirements. As customers become
better at expressing what they need and want, the quality and value of products and services must
improve. Accompanying this expectation for improved value and quality is the need for continuous
improvement in service and process delivery.

A large and rapidly growing body of knowledge has evolved around the topic of customer ser-
vice and quality improvement. Total quality management (TQM) and continuous quality improve-
ment (CQI) are but two of the many terms and acronyms associated with the national and global
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drive toward quality improvement. Starting with a definition of quality, the link between quality and
customer service becomes apparent:

‘We have found that like all important ideas, quality is very simple. So simple, in fact, that
it is difficult for people to understand. (Roger Hale, CEO, Tennat Company®)

What is quality? The TQM/CQI literature talks about quality as generally meeting or exceeding
customer expectations. It is not more and better of everything, but does involve three dimensions:
input, process, and output.

In the case of FM as customer service, input involves understanding the customer’s needs and
expectations, process is taking action to meet or exceed those needs and expectations, and output is
following up to determine if the action was appropriate and if the customer is satisfied. This be-
comes a continual process of communication, action, and follow-up, always striving to meet and
exceed customer expectations while operating effectively and efficiently.

1.2.5 FM’s Role as Corporate Administrative Support

A major trend in business today is movement toward flatter organizational structures with fewer
middle managers. Most workers are being given more responsibility and more authority to carry out
work. This trend toward fewer managers is coupled with a reduction in clerical workforce. The re-
maining administrative staff are fewer, higher skilled, higher quality, serving more people or serv-
ing only the most senior executives. The workforce loss at the top and bottom of organizations puts
added burden on the professionals in the middle. So, people in all types of jobs, including facilities
managers, are truly challenged. Jobs are more complex. Work is less broken up into pieces, less
routine, more varied and more interesting. Consequently, training and new skills are needed to pre-
pare people for dealing with the broader responsibilities that accompany this new way of working.

Administrative support staff, of which facilities units are often a part, need to act more like gen-
eralists, professionals, and problem solvers.! As generalists, facilities managers need to know
something about the broad range of issues that affect facilities. For example, the facility manager
may not be an expert computer aided design (CAD) operator, but she needs to know what to expect
from a CAD system and how to read CAD drawings. Similarly, a facility manager may need to
know enough about building systems like heating ventilation and air conditioning (HVAC) to know
when to call the specialist. Like the physician who is a general practitioner, the facility manager
needs to be able to diagnose the problem and call in, and manage, the specialist. This problem iden-
tification role of the generalist is different from the specialized knowledge needed to fix the prob-
lem. Problem solving for facility managers in this new model of work involves collecting and syn-
thesizing information, working with other units in the organization, and identifying the needed
resources and course of action that will alleviate the problem. It is a longer view than the traditional
reactive mode of “crisis management” that has characterized facility and building management in
the past. Thus, the technical, human, and management skills required of facilities managers in the
future have increased the professional nature of the job. This “professionalization” of the job is sup-
ported by cross-training, creation of teams, and continuing transfer of routine tasks from people to
technology. The move toward headcount reduction and the increased professionalizing of the re-
maining support staff offer some advantages to the facilities organization. These include:

¢ More specialists on staff, including electrical, mechanical, and HVAC engineers
» QOutsourcing certain functions to specialty contractors, such as housekeeping
e More training for FM staff both internally and through external education programs

o Task and outcome specific job assessment related to responsibilities and competencies (measure-
ment and rewards can be tied directly to specific abilities and expectations rather than using gen-
eral performance assessment and review)
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Matching staff competencies with job requirements

Increased decentralization and local autonomy of FM!'!1?

Disadvantages of this trend in organizations for facilities units include:

Larger span of control. This means people have more for which they are responsible and account-
able.

Greater impact when key people are absent. When units are expected to do more with less, there
are increased demands on everyone. When someone is ill or absent, the strain on the remaining
organization increases.

Reduced ability to handle the unexpected. With lean organizations, everyone is expected to han-
dle a full workload. Consequently, when the unexpected arises, it places an additional burden on
time, energy, and human resources.

Increased need to plan for changes. By maximizing the available resources, any changes that are
expected must be planned for well in advance to avoid overtaxing the unit’s capacity.

1.2.6 Relationship of FM to Corporate Business Strategy and Planning

Businesses regularly engage in a process of strategy formation and planning. Whether this is for-
mally called strategic planning (see also Chapter 3) or not, it involves the identification of a direc-
tion for the business that aligns the organization’s goals and resources with changes in market con-
ditions and opportunities. For example, a retail organization may identify a goal for increasing
profits by a certain amount. It could then outline a plan to accomplish this goal through a combina-
tion of increased sales, reduced headcount, and closing certain locations and opening new stores to
serve new markets. Corporate strategic planning will have a direct impact on facilities manage-
ment. Strategic planning requires that organizations make decisions about the direction of the com-
pany, the business it will be in, the resources required, assets to be managed or disposed of, and
how market share will be captured. When facilities planning is linked to corporate strategic plan-
ning, the overall FM function can operate from a strategic reference point. Because real estate and
buildings represent a major investment for any organization, the role of FM in acquiring, managing,
and disposing of these assets can be critical to the success of the business. Costs of acquisition, op-
eration, maintenance, and repair, as well as revenues from leases and sales, are just some of the
ways facilities represent assets to an organization. Thus, facilities and the assets they represent can
contribute to the strategic plan.'

Because the purpose of strategic planning is to articulate appropriate responses to current and
future business conditions, the process is founded on the need for change. Facilities managers must
be prepared to accommodate changes that emerge from the strategic planning process. For example,
changes in interest rates can have a major impact on such FM decisions as leasing versus buying a
building. Similarly, businesses may need to grow or shrink their workforce based on the demand for
their product or service. Critical among changes in organizations is the need to either increase, de-
crease, or change the complement of space and its uses. Staffing assignments will change as well.
For example, many organizations today are looking for ways to increase sales and expand service.
They are exploring ways of increasing the time their salesforce spends calling on customers. One
result of increasing time salespeople spend with customers is a reduction in the time they spend in
the office. Consequently, some of these organizations have implemented space use plans, such as
shared offices, “hoteling” workspaces, or much smaller workstations, each of which can signifi-
cantly reduce the amount of office space required. These space reduction strategies have led to a
surplus of space and the need for facilities organizations to dispose of extra space and consolidate
real estate holdings. This is just one example of how implementing a strategic plan will involve the
FM function as it is manifested in the physical workplace.
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1.2.7 FM as Proactive versus Reactive Management

By its very nature, FM is often the practice of reacting to the crisis of the moment. Whether it is re-
sponding to calls from employees who are too hot or too cold, dealing with a burst water main, or
organizing a crew to clean up after an event, the facilities manager can easily find himself reacting
to one issue after another. However, reactive management seldom leaves time for planning, antici-
pation of problems, and dealing with issues before they become problems. Proactive management,
or management that is based on planning and anticipation of crises, is generally the preferred mode
of operating. Proactive management allows the facilities manager to avoid crises and make better
use of time, staff, and resources.

Management Styles. The structure, culture, and politics of an organization strongly affect how fa-
cilities are planned, delivered, and managed. Organizations vary widely in terms of management
styles and change over time. Management that is adequate when a business is young and growing
may not be sufficient as it becomes larger and more stable. Several models have been offered to ex-
plain management style in facilities organizations. These models conform to the state of the organi-
zation, thus, they are called models of stability, control, and flexibility.

Stability. In stable environments, facilities tend not to be at the forefront of management’s think-
ing. As the name implies, stability is characterized by organizations where change is relatively slow
and the need to address facilities’ issues is handled on a case-by-case basis. Depending on the size
of the organization, facilities may not be part of the formal job duties of any one manager or execu-
tive. In small companies, facilities are considered only to the extent that they influence, either posi-
tively or negatively, the ability of the company to grow and prosper. In large organizations, facilities
may be of interest to certain key executives who make decisions for the entire organization based
on their personal experience and opinions. Because change is slow and the need to address prob-
lems is an infrequent event in large stable organizations, there is a tendency to react to problems as
they arise and not incorporate facility considerations in any planning that occurs.

This style of managing facilities is associated with several costs. First, there is the cost of inap-
propriate action; that is, the expense of fixing the resulting consequences of those actions. Second is
the hidden cost of forcing people to work in environments that are not well suited to their needs,
thereby accommodating problems until they become sufficiently critical to warrant attention. In
light of the research presented earlier regarding the potential benefit of well-designed environments
on performance and productivity, this can amount to a significant “hidden” cost.

Control. The second approach to managing facilities relies on more formal control, recognizing
the importance of physical assets to the company or organization, and placing responsibility for
managing facilities with an organizational unit specifically and formally charged with maintaining
the investment. Procedures and policies are often formalized and institutionalized in such an organi-
zational unit, and outcomes are measured in terms of cost avoidance. For example, by instituting a
recycling program, a company can save money on landfill charges while reselling scrap and gener-
ating revenue. While planning may involve facility considerations, there is not a clear understand-
ing of the importance of facilities in the larger business plan. Similarly, operations and strategy are
not clearly defined as distinct. As a consequence, the importance of facilities decisions may not be
considered in longer-term goal setting and decision making. Instead, control and management are
emphasized and bureaucracy grows to serve this need. Facilities management is more technical than
bureaucratic and concerned primarily with cost containment, not cost avoidance; therefore, an ap-
proach that emphasizes control will limit benefits.

Flexibility. The last approach to FM reflects recent trends in general management. This model is
characterized by a more flexible approach involving decentralized responsibilities across the organi-
zation. This model coincides with the movement in organizations toward matrix management and
beyond to flexible or organic forms of organizational structure. Matrix management is an approach
to organizations that strives to combat the traditional “column” or pyramid approach to responsibil-
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ity. In a columnar or pyramidal organization, lines of communication and chain of command are
clearly defined and formalized. People are members of well-defined units and traditionally commu-
nicate only within their prescribed unit or column. Information flows up and down within clearly
defined channels. By contrast, matrix organizations use a grid to represent communication and or-
ganizational connections. A person in a matrix organization may communicate with other people
throughout the company who are working together in cross-functional teams to solve complex
problems. Who one reports to is more a function of the problem to be solved rather than of tradi-
tional hierarchies of “boss” or subordinate. With matrix organizations, there is a resulting emphasis
on cross-functional teams, outcome orientation, and decentralization of responsibility. While matrix
management is looked to as a better model, it can be difficult to implement and has been problem-
atic in some places. This discussion is not intended to imply that matrix management is better, and,
in fact, it may not be appropriate in every situation.

In flexible or “organic” organizations, executive management tends to provide strategic direction
and guidelines, but allows for local control and flexibility in implementation. Skills reside in com-
munities of practice. Ecologies of complementary skills and operations coordinate and collaborate
to serve customers and markets. Here FM is understood as an important management function. It is
proactive and planning based. It relies on information as important input to decision making, and it
includes consideration of clients’ needs and quality service in addition to technical concerns over
efficiency and cost effectiveness.!*!>

1.2.8 FM as Profit Center, FM as Overhead

In economic terms (see also Chapter 5), the question of profit versus overhead is addressed as one
of benefit versus cost, or the benefit-to-cost ratio (BCR). Traditionally, items such as buildings, fur-
nishings, and other elements for which facilities managers have responsibility are treated as ex-
penses or cost items. This is due, in part, to accounting conventions dictated by the tax code. Mat-
ters of depreciation and other accounting principles determine how assets are treated on the
corporate books and, in turn, how management views those assets. Increasingly, however, busi-
nesses are looking for ways to minimize costs and maximize benefits. For facilities, this presents
both a challenge and an opportunity. The application of such economic analyses as life-cycle cost-
ing (LCC), benefit-to-cost ratio (BCR), savings-to-investment ratio (SIR), and activity-based cost-
ing (ABC) enable facilities managers to show how appropriate expenditures on facilities can be
viewed as investments on which one can expect a return rather than as fixed or sunk costs.'®!?

Many examples can be found to illustrate this point. Improvement in a single aspect of opera-
tions, for instance, changes in energy systems, can yield direct and measurable benefits to the cor-
porate bottom line, and companies such as Prudential Insurance Company, Pennsylvania Power and
Light, and Georgia Power have realized millions of dollars in cost savings by wisely investing capi-
tal for energy conservation and improved energy efficiency.'®

The Pennsylvania Power and Light (PP&L) example is particularly noteworthy. The original
project involved replacing the lighting system in a drafting area in order to reduce lighting and
maintenance costs. Prior to modifying the system, PP&L was spending $12,745 annually to light
the office. The new lighting system cost $48,882. With the new system, energy efficiency increased
75% and maintenance costs fell to $3,106 annually—a savings of $9,639. The energy savings (see
also Chapters 13 and 23) resulted in a direct payback period of slightly more than five years. The
benefit did not stop there, however. The change in lighting system not only yielded energy savings,
it also affected the performance of the people working in the office. In the area affected by the light-
ing change, groups of people worked on plans for large clients of the utility company. This was ex-
tremely detailed and visually taxing work. The new lighting system not only was more energy effi-
cient, but provided more and better quality of light. Consequently, the people working in this area
were better able to see the details in their work and were able to work faster and with fewer errors.
This resulted in a 13.2% improvement in the performance of the people working in the office. The
economic benefit of this performance improvement in terms of improved productivity was
$414,110 annually.
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This example illustrates several critical points. First, people are the most expensive element of
most workplaces. In offices and other “white-collar” work environments, personnel costs amount to
85-90% of costs over the life of a building. Thus, in the PP&L example, while the energy savings
alone would justify the expenditure for the new lighting system, the impact of the modest perfor-
mance improvements resulting from relatively small investments in building systems yielded enor-
mous benefit and profit to the organization’s bottom line."” This impact, large benefit from small
improvements in the major cost centers, is called leveraging. As shown in the performance and pro-
ductivity research described earlier, investment in facilities can be leveraged to yield significant im-
provements in overall organizational performance.

Facilities management practices from operations to “softer”” matters, such as improved commu-
nication and workflow resulting from effective space planning, can all have direct and indirect im-
pact on the bottom line and profitability of an organization.

1.2.9 Churn and Change: The Basic Driver of FM Workload

The term churn has been coined to describe the pace of change of physical workplaces within an or-
ganization. Churn rate has been defined as “the volume of occupant moves within a facility or com-
plex and is expressed as a percentage of the number of total offices occupied during a given year.”>
In other words, a churn rate of 33% means that one-third of an organization’s people and/or work-
places are moved in a given year. Churn, or relocation, is driven by several factors. The most com-
mon factor driving churn is reorganization and relocation associated with the addition or loss of staff,
loss or gain of leased space, installation of new equipment, reorganization of functional units, or
changes in work processes. Strategic decisions can lead to downsizing, consolidation of units, acqui-
sition or disposition of properties, and other major changes that affect an organization’s churn rate.

Understandably, when changes in organizational strategy, function or structure occur, the physi-
cal work environment is expected to change as well. Churn becomes one of the basic drivers of FM
activities and workload. Move planning and management are time intensive, critical activities per-
formed or managed by facilities organizations. The success of the move plan and implementation
can determine the success of the organization’s change. If everything goes smoothly and is com-
pleted on time and within budget, the organization can implement its planned change without inter-
ruption. However, if plans go awry and deadlines are missed and costs run over, the ability of the
organization to successfully function and to implement change is challenged. Unfortunately for
such a critical function, successful management of churn goes largely unnoticed outside FM. If
churn is not successfully managed, however, many people will know it and the facilities manager
will be held accountable.

1.3 FM ORGANIZATIONAL MODELS

131

Every organization is unique and organizations change over time. Organizations differ widely in
how well they identify, procure and use resources necessary to plan, provide and manage physical
workplaces. Since FM units are reflections of the organizations of which they are a part, there is not
a typical FM organization. Facilities managers share a common broad range of responsibilities—
however the emphasis and application varies widely across different organizations and organization
types.

To simplify the many different types of organizational cultures, structures and types, the follow-
ing discussion will focus on broad distinctions.

Public versus Private Sector

Public Sector FM. Few FM managers are challenged to handle as diverse a type of facility with
as limited resources as the public sector facility manager.?! These individuals work at the munici-
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pal, state, and federal government level, as well as for public universities and educational institu-
tions. While many people don’t think of public university and educational institutions as public sec-
tor organizations (like government), they are more similar than different since they operate as pub-
licly funded, not-for-profit organizations. Public sector facilities managers must operate within
large bureaucracies. Consequently, nearly every action is subject to multiple reviews by diverse
groups and must comply with a host of regulations and standards. An example of the challenge of
the public sector is found in government procurement policies. Regulations and guidelines for pro-
curement are thick with detail and obtuse in meaning. Attention to these details is intended to insure
fairness to all in the procurement and acquisition of products and services. While the concept of
fairness may be served, this process does not always result in the best or most sensible choice based
on business criteria. For example, the lowest bid on a project may not provide the most complete or
highest quality solution. Consequently, cost avoidance at procurement could result in higher cost of
ownership, operation, or maintenance over the life of the product or service. Change in the public
sector is difficult due to regulations and the laborious process of modifying or changing those regu-
lations. Competition for scarce resources offers little incentive for cross-unit cooperation. On the
positive side, public sector facilities management organizations often deal with large, complex pro-
jects and issues in an effective manner. They are often more stable, better organized, and have
clearly written procedures, making the job of managing the process more effective.

Recent initiatives to streamline the federal government have given rise to innovative and creative
approaches to developing and managing public sector workplaces. The General Services Adminis-
tration, the largest “landlord” in the world, has recently published the results of several years’ re-
search and inquiry into the requirements for a comprehensive approach to developing and managing
workplaces. The result is a model that integrates people, space, and technology to improve produc-
tivity, employee satisfaction, and the effectiveness of the organization.??

Private Sector FM. 1In contrast to the public sector, private sector organizations are increasingly
focused on reducing layers of management, “leaning” the structure, and maximizing the efficiency
and effectiveness of the organization. As a result, facilities managers in the private sector must re-
spond to more flexible organizations engaged in more rapid change. Accompanying the increased
flexibility and pace of change is growing pressure to reduce costs and contribute to the overall prof-
itability of the company. Unlike the public sector, where the emphasis is on staying within an allo-
cated budget, in the private sector the challenge is to avoid costs and to reduce expenditures. Simul-
taneously, the private sector facilities manager must focus on providing high quality service to his
or her customers both internal and external. Decisions in private sector organizations do not always
have to be fair, but they almost always have to make good business sense.

1.3.2 Single versus Multiple Locations

An important determinant of how a facilities unit is structured and organized is the number and lo-
cation of the facilities it manages. More and more, organizations are going through changes in at-
tempts to streamline their operations and put more of their resources closer to their customers. Con-
sequently, it is increasingly common to find individuals and parts of business units dispersed
geographically. This geographical disbursement is often accompanied by a decentralized organiza-
tional structure. These dispersed parts of organizations are often electronically networked. Changes
in where and how work gets done has led to changes that affect FM.

Deconstruction into smaller, more autonomous, more experimental units tends to erode the size,
power, and roles of an organization’s center—their headquarters. The size of the staff is often re-
duced and the capacity of the central office is diminished, especially in long-range planning, man-
agement information systems, and real estate and FM. Increasingly, some of the capabilities lost by
erosion of center of the organization are outsourced and some people move from headquarters to
consulting.

In such organizations, the role of the facility manager may change to something more like a
coach/advisor (“If you do it like this, you’ll work better.”).> This environment is often found in
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organizations that have adopted the matrix or flexible styles of management. Facilities managers
find themselves part of several cross-functional teams. Consequently, they must understand the con-
tribution of facilities to the various teams and projects on which they are working. In this context,
they can best serve the role of advisor and coach, pointing out where the facility can help or FM can
facilitate improvements in function and output.

Multi-Site FM. In practice, multi-site FM is most often found in two different settings. First,
there are large organizations with multiple locations within the same city or region. This type of or-
ganization is characterized by a headquarters staff that centralizes administration and management,
but decentralizes operational control to the individual sites. However, complete decentralization is
rare in this situation.

The other form of multi-site FM involves widely dispersed organizations with locations in mul-
tiple cities, states, regions, or countries. These may or may not report to an intermediate line of
management at the regional or division level. Headquarters staff is reduced and provides policy,
monitoring, and oversight functions. The FM department at headquarters is almost all staff (as op-
posed to line management) having no direct responsibility for any general administrative services.>*
In this model, administration and operations are dispersed to the individual sites. The small size of
the FM organization and the multiple duties of FM staff, usually result in reliance on outsourcing
and consultants in order to minimize undue costs. Large national and international firms tend to use
this model.

Single-Site FM. Single-site FM may involve one building or multiple buildings; however, the
model remains essentially the same. With a single site, the tendency is to use a small staff with mul-
tiple responsibilities. Control of facilities involves administration of projects, leases, contracts, bud-
gets, and procurement. Management responsibilities rest in a centralized department. The size and
complexity of the organization will determine the degree to which internal staff or outsourcing and
consultants are used. For example, a small, lean organization may choose to hire an outside security
service. Conversely, a large complex organization with highly sensitive on-site product develop-
ment may choose to trust security to in-house employees.

1.3.3 Owned versus Leased Space

The decision to own or lease space is influenced by a number of factors. Economic considerations
include considerations that will maximize benefit to the organization. Leasing can increase financial
leverage by enabling a firm to use more assets than it could under a secured loan for purchase.
Leasing may also offer greater flexibility since it may be easier to cancel a lease than to liquidate a
purchased asset. Some organizations may find tax advantages, such as depreciation to offset taxable
income, makes owning a building more attractive than leasing it.

The role of the facility manager changes depending on whether he or she is managing an owned
building, a leased building, or serving as a landlord. In the case of leasing, either as tenant or land-
lord, FM responsibilities are usually spelled out in the lease. The facilities manager should be fa-
miliar with the basics of lease administration. Leasing space can be a long-term strategy for flexible
management of space needs. Leasing also can be used as an effective, albeit often costly, short-term
solution for space problems. Serving as a landlord brings additional considerations for FM staff. Ei-
ther case involves considerations of strategy and organizational direction. Increasingly, lease admin-
istration and negotiation are thorny legal areas fraught with liabilities and legalities that require the
advice of expert counsel.? In the case of owned facilities, questions of acquisition, maintenance, re-
pair, and disposal are addressed over the life of the facility. Facilities staff in owned buildings tend
to be larger and accommodate a broader range of services either through in-house skills and person-
nel or by contracting with outside sources.

In a study of FM practices, the majority of buildings of the facilities surveyed are owned by the
company occupying them. The most likely types of buildings to be owned were those requiring
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heavy investments in specialized construction that made it difficult to adapt them to other uses. Ex-
amples include computing centers, research laboratories, education and training centers, and health
care facilities. Those building types most commonly leased include storage, warehouse, and office
space. The type of industry and use to which the building was put influenced whether it was owned
or leased. Industries more likely to lease office and storage space include hospitality, energy, and
mining. Those most likely to own space include government, education, research, retail, and chemi-
cal industries.?®

1.3.4 Large versus Small Inventories

As is true of almost all organizations, with increased size comes complexity and the need to in-
crease specialization and depth. Just as an individual homeowner can be a jack-of-all trades, the
manager of a large apartment complex will require the skills of many people like electricians,
plumbers, and other specialists. FM units reflect the size and complexity of their parent organiza-
tion. Larger organizations, whether single or multiple site, require more in the way of facilities sup-
port. Often, responsibilities that might not constitute a full-time job in a smaller organization take
on a magnitude of scope and responsibility in large organizations that requires several people to
perform. It is common for certain responsibilities, such as real estate and building project work, to
separate from building administration as an organization and its facility inventory grows. These
functions then become the purview of departments separate from the facilities unit. As a result, FM
may not have input into or control over some longer-term strategic decisions, such as real estate ac-
quisition, disposal, or building construction. Also, in the largest organizations, the administrative
functions separate from what might be called office services or operations.?’ Facilities managers
still provide input to these functions, but the administrative responsibility will often reside with an-
other unit. This apparent reduction in scope of responsibility is counterbalanced by a depth of func-
tioning within the organization. For example, in an organization of 500 to 1,000 people, the need to
track furniture inventory and manage moves may be part of a job for one person. However, in an or-
ganization of 10,000 people or more this one responsibility may be a full-time job for several peo-
ple within the facilities organization.

Conversely, smaller organizations tend to rely on generalists who handle multiple responsibili-
ties. The size of the organization may not require a degree of specialization, but the breadth of
scope of services provided by the facilities organization, if a formal definition exists, will normally
be broader.

1.3.5 In-House Staff versus Entrepreneurial Organization

One of the greatest changes in recent years to the role of the facilities manager is the issue of appro-
priate allocation of functions within the organization. The central question behind the issue of allo-
cation of function is “Should this be done with in-house employees or contracted to an outside
firm?” Driven by the demands on business to control costs, many functions are being outsourced.
This is true for facilities as well as other functions. Contract employees are becoming common in
many units within business organizations. The challenge to facilities managers is to identify those
functions that are most efficiently and cost effectively managed within the organization and also
those activities that are reasonably outsourced. Some facilities organizations are finding it construc-
tive to adopt an entrepreneurial model where the cost of providing services is bid on by both in-
house and outsourced units. This approach forces the internal units to stay efficient and competitive.
It also helps make the case within the organization for the value represented by an efficient and ef-
fective FM unit that knows the organization better than any outside contractor could. In some in-
stances, facilities managers have been able to demonstrate not only the cost savings to the organiza-
tion by using in-house services, but they have been able to negotiate more attractive contracts with
outside sources when it has been appropriate.
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1.4 FM ORIENTATION BY COMPANY/SPACE TYPE

In addition to variation by number of sites, size of the organization, lease versus owned facilities,
and the other distinctions discussed previously, FM, as it is practiced, may vary significantly de-
pending upon the nature of the business of which it is a part. Wilson (1985) identified five basic
functions and an equal number of different models of FM and characterized them by the responsi-
bility, organization type, and industry. The five functions are:

1. Real estate: includes purchasing and leasing property

2. Long-range planning: a strategic function that includes gathering information on long-term
space needs and formulating budgets and future plans

3. Building projects: handling capital funded projects, such as designing a new building, refurbish-
ing an existing building, or major repair work

4. Building administration: handling the building structure, envelope, and building systems. This
also includes building-related services such as cleaning, security, etc.

5. Office support services: operational support of the business activity, such as fleet, travel, photo-
copying, purchasing, etc.

The related models of FM are:

Real estate based

Office support based
¢ Integrated building based

Integrated, organization based

Real estate based models include units responsible for real estate and building projects work.
Responsibilities end with the building envelope. This model predominates among retailers, com-
mercial insurance, and dispersed manufacturing organizations.

Office support based models include units responsible for building management and office sup-
port services. Generalist skills predominate. Real estate and building projects will be outsourced,
and long-range planning is done by ad hoc committees. This model tends to find favor among
small, growing firms; leased facilities of manufacturing firms; and larger facilities of “administra-
tive” organizations like insurance companies.

Integrated, building based models involve all-inclusive facilities units. Responsibilities extend
from the boiler room to the boardroom, from real estate to office support services. This model is a
multidisciplinary group usually headed by a manager or executive who has a good knowledge of
the company’s mainstream work and is often found in financial firms where the building is owner
occupied. It is also found in some more stable manufacturing firms.

The integrated organization based model includes everything but office support services. This
model emphasizes space planning more than the other models. Design skills predominate. This
model is found in large organizations with a strong corporate culture and multiple owned sites that
are recognized as a powerful asset base to the company.?

1.5 PLACEMENT OF FM WITHIN CORPORATE STRUCTURES

Organizational structure is most often unique and specific to a particular organization. Conse-
quently, there is no one place where FM is commonly found in organizations. In fact, FM may not
even be called FM in some organizations. FM units can be found in many different places within
organization structures. It is rare to find organizations in which FM units are at the executive board
level. More commonly, facilities units report through one of several channels—real estate, property
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management, administrative systems, personnel and administration, finance, or general services.
This list is neither comprehensive nor exhaustive, but represents some of the more common lines of
reporting where FM can be found.

1.5.1 Communication and Reporting Channels

There is always risk involved when communicating with other people. Messages pass through many
different channels and can, therefore, be subject to inaccurate interpretations. Many perceptual fil-
ters can potentially break down the original message. For this reason, reporting channels should re-
main as concise as possible in order to lessen the chance for error. In communicating a specific
task, and all of the procedures necessary for completing the task, the manager or supervisor must
ensure that the message sent is the same message that was received.

Reporting channels within the organizational structure should also be concise. A manager in
charge of the task specialist should report his or her review directly to his or her supervisor or to a
top-level person directly related to the status of the subordinate performing the task. This dimin-
ishes the chances that other persons along the reporting channel have, with personal motives, to al-
ter or filter a report or review on that employee.

The channels of communication within a corporate structure must remain open and candid, but
only among those in the direct channel. The channel should be as concise as management will al-
low. A prolonged and tangled channel suffers many different influences on the message in transit.

The implementation of task specialization benefits most from the shortest communication chan-
nel. One leader exposing one subordinate to the uses and methods of the task, as well as appraising
his successes and hardships in the procedure, allows for open and unaltered communication. Thus,
any problems are transferred from one sender to the other without any unnecessary complications.

1.5.2 Related Functions Performed by Other Departments

Using the broadest definition of FM—the forty-one responsibilities under eight broad headings
from the IFMA shown in Table 1.1—it is rare to find an organization where the formal FM unit is
directly responsible for all of these elements. While there are no universal generalities and each or-
ganization is unique, there are some common responsibilities that are usually delegated to units
other than the facilities unit. It is common to find a situation in which responsibilities are distributed
among the FM unit, sister departments such as real estate, and remote departments such as purchas-
ing. For example, real property management is often the purview of the real estate function and not
directly a FM responsibility. Similarly, security can often be outsourced, or part of the responsibili-
ties of a sister unit report through the same executive channel. Telecommunications has become a
sophisticated specialty in itself and is often the responsibility of a separate department.

1.5.3 Historical Placement and Evolution of FM
In her study of facility organizations, Wilson (1985) described three ways that FM units evolve:

e Downward: from the building acquisition function. In this type of FM unit, the role of the prop-
erty manager tends to be primary. Staff usually has real estate, design, surveying, or building con-
struction backgrounds.

e Upwards: from office services. FM becomes a distinct unit only when the company grows to a
certain size and complexity to fully occupy one large or several buildings and thereby warrant a
distinct FM unit.

e Qutwards: from a team set up to manage the development of a new, custom designed building.
Once the building project is complete and the facility is occupied, the team stays in place to man-
age the facility.
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1.6 FM STRATEGIC PLAN AND MISSION AS A REFLECTION OF
THE CORPORATE VISION AND MISSION

The strategic plan developed for facilities is a critical resource control tool available to the FM de-
partment. It is also a corporate endorsement of facilities priorities and policies. The elements of a
strategic plan for facilities flow from the organizational mission, goals, objectives, and strategic
plan. Using the organizational strategic plan as the basis for facilities strategies enables FM to es-
tablish clear parameters for facilities actions. The FM plan comprises a strategy derived from analy-
sis of the facilities actions that will be required to support and carry out the corporate mission,
goals, and objectives. The FM strategic plan enables FM professionals to develop probable scenar-
ios, based on corporate planning, in order to anticipate facilities actions that will be required in con-
junction with corporate planning.

A methodology termed multiple scenario analysis will provide an action framework for the fa-
cilities professional to develop several probable scenarios for any set of major actions for which
they may potentially be called. This scenario development allows FM to plan for what is most
likely to happen, what may happen, and what will probably not happen in the following year. This
will enable scheduling of facilities priorities and activities accordingly.

Step 1: The Mission Statement

The first step in development of a strategic plan for FM is to develop a mission statement and poli-
cies with corresponding goals and objectives for the FM department.

Defining a mission statement for the FM department may appear difficult, but the appropriate
content of that statement will evolve from the organization’s mission, goals, and objectives. For ex-
ample, if the corporation is downsizing, the mission statement of FM will require language to re-
flect that the mission of FM includes dealing purposefully and effectively to support downsizing ac-
tions. FM statements for a company that is divesting should focus on the successful sale,
divestiture, and redeployment of existing facilities resources.

Step 2: Goals and Objectives

Goals and objectives are quantitative and qualitative statements that evolve from the mission state-
ment. Facilities actions are turned into numbers and action statements when developing goals and
objectives. Policies, goals, and objectives also set functional parameters and operating standards for
the FM department.

Goals are quantitative, issues stated in numbers. Specific goals may include facilities upgrade,
completion of a series of moves, and so on. Objectives are qualitative; for example, completion of a
standards program, determination of functional procedures which eliminate staff downtime and dis-
ruption during change projects, and reduction of multiple vendors down to a package of three or
four from whom most furniture purchases are made.

Goals and objectives will be unique to the FM department that develops them. They depend
somewhat upon the management personnel in place, the capabilities and aspirations of the people,
and the general background of the staff. It is important that goals, objectives, and policies be put in
writing. That way, no one assumes that particular goals are desired or any unwritten policies are in
place.

Step 3: Time Horizon
The facilities strategic plan must cover three time horizons:

e Long Range: A scenario covering two to five years out
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o [ntermediate Range: A scenario covering six months to two years in the future

o Short Range: A scenario from the present to six months in the future

The FM function is most effectively operated with a current year action plan, a two-year facili-
ties strategy, and a five-year long-range plan. A planning horizon that seeks to project out more than
five years is unfeasible because of rapid changes in business conditions. Major business changes
that are occurring in all types of businesses potentially preclude the extrapolation of any of today’s
planning into the future. For example, IBM traditionally employed a strategic planning scenario of
seven years. The time frame was based on very practical reasoning. It takes two years to develop a
product and five years to market it. Thus, the company operated on a seven-year cycle.

Careful analysis of organizational cycles will provide solid information about the appropriate
FM planning horizon. The budget cycles of most organizations have evolved as a result of organiza-
tion rhythms. A facility strategy that coincides with the budgeting process is probably the most fea-
sible answer for an appropriate planning horizon.

Short-term deployment of resources such as short-term space forecasts and furnishing purchases
are reflected in the current year operating plan. Potential longer-term deployment of resources oc-
curs in the medium and longer range strategic plan scenarios.

Step 4: Assessing the Organization’s External Milieu

There may be external events that will affect FM operations that are not anticipated by corporate
planning. For example, corporate strategic planners may be unaware of planned legislation that will
demand an increase in the indoor air quality of the office environment. They may also be unaware
of rising furniture costs and potential material shortages. Corporate planners or economists are not
likely to track increasing utility costs and co-generation legislation.

All of these events and more must be tracked by the FM organization. If current information
about any of these items is not available to use in preparation of the first strategic plan, it must be
obtained through a process referred to as situation analysis. Completing a situational analysis in or-
der to proceed with strategic planning involves capturing information about each external element
or factor that can have a significant influence, negative or positive, on the FM department in the
coming year. It is important that the FM department clearly understand what these factors are,
along with the potential impact they can have on FM functions.

Tracking external information may be new to many FM organizations, but, in many instances,
no one else in the organization will be tracking these items. Corporate planners will expect that the
FM department is tracking information that is facilities specific.

Another important part of external analysis is to trace the major changes that have occurred in
the organization’s specific industry and within the organization over the past five years. It is also
important to note where these major change patterns coincided with FM developments and priori-
ties and where they did not. This information will provide a historical basis for projecting the fu-
ture. Even though growth may no longer be a constant, other factors that influence corporate poli-
cies and decisions may still be in place. Some factors may be forecast with a fair degree of
confidence, while other predictions may not flow as easily from current external events.

Step 5: Key Variables

The next step in the process is to determine the key variables that will make or break the success of
the FM function. A good example of this would be electrical power needs. The facilities budget
must include adequate funds to upgrade the electrical service to several of the organization’s build-
ings. If it does not, installation of computer workstations will overload electrical systems in the fa-
cility. Allocation of a budget to upgrade these electrical requirements is a key variable, as the lack
of it will cause critical electrical service problems to a significant portion of organizational staff.
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Each key variable should be listed in order of priority, with respect to its impact on either the
FM department or the organization or both. Some companies use a weighting system to determine
the impact of these variables.

Step 6: Strategic Alternatives

Once key variables have been thoroughly explored, development of alternative strategies can begin.
The purpose of development of more than one strategy is to be able to choose one that is maximally
feasible or to choose elements of several strategies to combine into the most plausible scenario.
There are several guidelines that will prove useful in strategy development:

Develop Multiple Scenarios: It is important that more than one strategy (scenario) be devel-
oped. If only one strategy is presented to staff or senior management, there is no area for discus-
sion; the scenario will appear set and inflexible. An even number of scenarios is recommended,
avoiding a tendency to choose the one “in the middle.” More than five scenarios will probably re-
sult in two scenarios that are very similar with only minor differences.

Make Each Scenario as Different from the Other as Possible: The value of multiple scenarios is
that it spurs thinking about the differences between the various paths and about the value of any
of those differences. Multiple scenarios, which are quite different, present the opportunity to
combine the best aspects of each scenario into a more ideal situation. The willingness of FM to
present several scenarios with differing solutions also points to a certain amount of flexibility in
the organization’s facilities professionals to solve problems in the organization’s best interest,
rather than only relying on conventional paradigms.

Make Each Scenario Realistic:  Avoid presenting (as some planners do) one scenario which is
totally unfeasible. Most rationalize doing so for reasons of opening negotiations with a scenario
that can easily be thrown out. Many corporate managers will regard this tactic as game playing.

Enhance Each Scenario with Assumptions: Present the external factors that led to the assump-
tions underlying each scenario during articulation of each scenario.

Present Each Scenario as an Executive Summary: Avoid lengthy verbiage in scenario presenta-
tion. Highlight the key points and distinct differences between scenarios. Attach any necessary
elaboration as an addendum. Present the scenarios in a format in which they can be easily com-
pared.

Name, but Avoid Labeling the Scenarios: Naming scenarios allows people to easily identify and
recall them, but calling one scenario the best and one the worst will taint the responses. If the sce-
narios are valued in this way, they are not all as plausible. Similarly, select names that do not im-
ply value (e.g., “doomsday” may have negative connotations).

The appropriateness of the final selected strategy should be evaluated against several criteria:

Internal consistency of the strategy

Consistency with the environment

Flexibility within the strategy

Appropriateness in light of available resources

Satisfactory degree of risk

Appropriate time horizon
Workability

Use of a facilities strategy which corporate management can review, evaluate, and follow will
bring FM efforts into agreement with other corporate activities. This process and action will make a
significant contribution to improving the effectiveness of FM at the corporate level.
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1.7 CHARACTERISTICS OF A SUCCESSFUL FACILITIES MANAGER

1.7.1 Attitudes and Values

1.7.2 Goals

Because FM is so diverse, the successful facilities manager must be willing to learn because he or
she will never be knowledgeable in everything. Consequently, the facilities manager must be able to
recognize when expert advice is needed and where to go to get it. Also, he or she must be able to
deal well with the pressures of change and be willing to take certain risks. The successful facility
manager should be accessible, approachable, not bothered by interruptions, and able to handle ex-
ceptions quickly and easily. In a word, the successful facilities manager must be flexible.?*

The primary goal of the facility manager is promotion of his or her department as a concerned, effi-
cient, effective service function. The facility manager must be a persuasive advocate for the FM
unit. He or she should be ambitious and strive for promotions. This implies a highly motivated indi-
vidual who also strives to assist others in realizing their goals and aspirations.

1.7.3 Communications and Interpersonal Skills

Perhaps the most important skills a facilities manager must possess or develop are communication
skills and the ability to deal with people. The ability to get the message across to various con-
stituents, from the boardroom to the boilerroom, is key to realizing the goals of FM, so oral and
written communication are essential skills for FM. In addition, increasingly, the ability to make so-
phisticated economic arguments is becoming a part of the FM function as well. While staff and spe-
cialists may do the actual calculations, the facilities manager must be able to make sense of the
numbers and, of equal importance, he or she must be able to explain them to others. In addition, fa-
cilities managers must be able to use information and information technology effectively to com-
municate with their own units as well as internal and external customers of FM services.

While FM is increasingly a technology-rich practice, the ability to interact with a wide variety
of people is essential to success as a facility manager. The facilities manager must know and under-
stand both the formal and informal channels of authority in their organization. His or her relation-
ship with other managers and executives in the organization can be key to the success of the FM
unit. In addition, the manager must be able to say no diplomatically since it is often impossible to
satisfy the needs of everyone. Negotiating skills are increasingly important as competition for re-
sources increases. The ability to give and receive feedback and collect and use information from
others is an important part of the job. Listening, as well as speaking, is vitally important. Finally, a
genuine interest in the welfare of all customers—staff, employees, management, executives, clients,
and customers alike—is at the heart of FM.

1.7.4 Time Management and Multi-Tasking Skills

The demands of the FM function require a facilities manager to be an effective time manager as
well. While planning and proactive management is preferred, there will always be a reactive ele-
ment to the job. The ability to handle multiple demands, to arrange priorities and separate the de-
mands in terms of their importance is the mark of a successful facilities manager.

1.7.5 Understanding and Accepting Diversity

People are different. In fact, no two people are exactly alike. In order to provide effective, efficient
service to a workforce, the facility manager must recognize this fact and accept the wide variety of
people who work in most organizations today. North America, and the United States in particular,
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has a history of diversity in its population. The “melting pot” includes differences in gender, ethnic-
ity, physical abilities and characteristics, age, size, and almost any other distinguishing characteris-
tic one can imagine. Increasingly, this diversity in the population is manifesting itself in the work-
force. Considerations such as the Americans with Disabilities Act (ADA) require organizations to
accommodate people with diverse characteristics. The successful facilities manager understands the
value of diversity and strives to accommodate the variety of requirements of the entire population.

1.7.6 Characteristics of Good Facilities Managers

Cotts and Lee (1992) observed the following characteristics of good facilities managers:

Technically competent

Comfortable with reaction

Service oriented

Cost conscious
Outgoing, perhaps even political

Decisive

Slightly legalistic

XN AN R RN =

Capable of concurrent problem solving

—
= e

Action oriented

—
N

Able to deal well with people?!

Capable of good oral and written communication

Comfortable with and capable of quantitative measurement

In Table 1.3, Becker (1988) presents a profile of the facilities manager.*

TABLE 1.3 Facilities Manager Profile

Experience and qualifications

Skill with people

Minimum ‘O’ levels or equivalent
¢ Management of multi-site complex, preferably
hi-tech

.

Able to influence; listen
Give and receive feedback
Negotiating skills

Mental abilities

Ability to get things done

Good written and verbal communication

Able to understand and monitor budget process
Innovative; able to think on feet

Able to explain decisions; use information
effectively

Anticipates problems; forward planning
Manages time effectively
Delegates responsibility while remaining accountable

Attitudes and values

Motivations and interests

Willing to learn; flexible

React positively to change; approachable
Can cope with pressure

Risk-taking

Sets high standards; goal oriented
Self-motivated; determined to succeed and help
others do so

Ambitious, seeks senior management role

Source:
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TABLE 1.4 IFMA Profiles
33%
28%
17% 19%
8%
No No One level Two level Three + levels
subordinates supervisors supervisors supervisors supervisors
Data profiles by management levels
Specialists Unit Section

(nonsupervisory) supervisor head Manager Director
Demographics
Average work experience 17 yrs 19 yrs 22 yrs 24 yrs 25 yrs
Average FM experience 8 yrs 9 yrs 11 yrs 12 yrs 14 yrs
Average age 40 42 44 46 47
Percent female 47% 37% 22% 14% 13%
Percent college degree 1% 61% 65% 2% 76%
Median base salary $41,670 $46,750 $55,000 $65,000 $71,000
Total compensation $42,000 $48,000 $57,500 $68,800 $74,300
Primary job functions
Multi-function 4 1% 425 41% 915 64% 655 81% 312 87%
Administrative 83 11% 85 8% 82 6% 22 3% 11 3%
Arch/energy 141 19% 83 8% 86 6% 28 3% 2 1%
Bldg/energy 24 3% 46 4% 31 2% 15 2% 2 1%
Operations/maint 59 8% 154 15% 182 13% 59 7% 23 6%
Real estate 41 5% 19 2% 32 2% 8 1% 6 2%
Space management 389 52% 213 21% 113 8% 25 3% 2 1%
Other 10 1% 2 — 0 0% 0 0% 1 —
Sectors
Services 407 54% 585 57% 844 59% 447 55% 162 45%
Mfg/production 227 30% 289 28% 366 25% 189 23% 70 20%
Gov/education 114 15% 152 15% 231 16% 177 22% 126 35%
Total sample 748 17% 1,026 23% 1,441 33% 813 19% 358 8%

Source: Profiles '94 Salary Report, Research Report #12, International Facility Management Association.
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1.7.7 Typical Backgrounds

With so many different types of people engaging in the duties and responsibilities that characterize
FM, in truth there is no “typical” facilities professional. However, there are certain characteristics
that when averaged across the profession provide a profile of who are facilities professionals (see
Table 1.4).

In a survey of over 2,000 facilities professionals, the following profile emerged:

o Forty-three years of age, with twenty years of full-time work experience, about nine of those
years directly involved in FM.

e Has worked for the past ten years with a service sector employer and has held current position for
four years.

Responsibilities include facilities totaling 500,000 square feet, half of which are offices.
e Has two levels of supervisors reporting directly, with a total staff of twelve plus contracted labor.
e Job entails multiple management responsibilities with subordinates assigned to specialty work.

Prior to FM, held management jobs in other departments.
* Holds a bachelor’s degree in business and total compensation in 1988 was $50,000.%3

Across the 2,350 individuals surveyed, the average age of facilities professionals ranged from
39 to 47 years. The older the individual, the more likely they are to have the experience necessary
to hold a higher level position in an organization. Average work experience ranged from 16 to 25
years and experience in FM covered 6 to 12 years’ span. Of this group, 66—-77% completed college
and 21% held master’s degrees. A large number of this group held business degrees (43%). Other
majors included engineering (18%), liberal arts (13%), and architecture (12%) or interior design
(8%). The vast majority (74%) were male. The majority (53%) came from other, non-facilities
management or supervisory positions. The next largest group came to FM through construction or
engineering (20%). Median (50th percentile) salaries ranged from $36,000 for non-supervisory
specialist to $64,300 for director level. The largest group (section head) had a median salary of
$48,200.3

1.8 SUMMARY

ENDNOTES

As one embarks on the new century and what the future holds for FM, the only constant appears to
be change. Rapid progress in technology, approaches to work, business organization, and organiza-
tion behavior will continue to present challenges to FM professionals. Trends that are present and
will continue include moves toward reductions in corporate staffs through downsizing and decen-
tralization, outsourcing of functions and services, and emphasis on cost effectiveness and competi-
tiveness. This suggests that the successful FM professional in tomorrow’s workplace will be some-
one who is flexible, able to think quickly, has a grasp of business and finance issues and how they
relate to their unit, can communicate ideas effectively, and is able to manage time and multiple de-
mands easily. FM as a profession will continue to grow and the professionalism of the practice will
increase as organizations like the BOMI, BOMA, International Society of Facilities Executives
(ISFE), Association of Physical Plant Administrators (APPA), American Institute of Safety and
Plant Engineers (AISPE), and International Facility Management Association (IFMA) continue to
grow and offer ways of recognition for professionals.

1. International Facility Management Association. 1986. Demographics and trends: The IFMA report #2. Houston, Texas: Inter-
national Facility Management Association.
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CHAPTER 2 BENCHMARKING

2.1

2.2

23

2.4

2.5

Introduction

This introductory section provides the basis for benchmarking as a process that can help the
organization and support the quality customer service and expense issues facility departments must
successfully address.

What is Benchmarking?

This section provides definitions and a review of benchmarking from a business and facility

management perspective where the science and art factors of benchmarking are discussed. Also
included is a general discussion of misconceptions of what benchmarking is and should do and
what financial and performance information many organizations currently do or do not capture.

Benchmarking Survey

Facility management benchmarking and survey processes are reviewed, including how
organizations use and misuse benchmarking information and reports and how these should be used.

Apples to Apples

Reports

This section reviews the objectives of benchmarking and benchmarking processes, such as getting
started and annualizing the effort. “Apples to Apples” comparison issues, benchmarking definitions,
and the benchmarking of functional area costs, costs per full time equivalent (FTE), consumption,
and benchmarking processes, procedures, quality, productivity, and performance are discussed.

The process to obtain benchmarking information, validating the information, and using
“benchmarking clubs” and consultants are reviewed. Examples of reports are provided with special
emphasis on quartile reporting and looking at efficiency and effectiveness of these types of reports.
The development and management of dependable benchmarking databases are included.
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2.6 Benchmarking Maturity

This section reviews the different levels of maturity which businesses and facility organizations
progress through as they become more aware and confident in their benchmarking processes, the
results from their benchmarking reports, and how the application of benchmarking influences the
quality of services being provided to their customers.

2.7 Lessons Learned
Many organizations find benchmarking a difficult task, as the benchmarking results are not
necessarily an indication of success or failure. These lessons learned provide a guide to assist the
facility organization with leadership and proactive opportunities to ensure the success of an on-
going benchmarking program.

2.8 Conclusion
Benchmarking, if properly used and managed, can provide a great benefit to you, your staff, team,

customers, and your organization. Your successful benchmarking program will continue to be an
on-going part of your department operations and service metric program.

CHAPTER 3 STRATEGIC PLANNING

3.1 Introduction

The chapter on strategic planning starts with a brief overview, which recognizes that the value of
effective strategic planning is that it guides in building an essential knowledge base. This
knowledge base enables its users to correctly identify the situation at hand and develop
recommendations that are appropriate, specific, and viable—with favorable implications for an
organization’s future. All at once a process, a way of thinking, and an exercise in making a map for
reaching a goal, this chapter views effective strategic planning as starting with the question, “What
do we want to achieve, and why?”

Strategic planning is then examined including the three fundamental elements that underlie the
strategic planning process. There is an acknowledgment that without the three elements in place,
the chances of success of strategic planning activities are greatly reduced and the chances for
optimal performance almost nonexistent.

A walk-through of the process follows some fundamental truths about strategic planning with
brief explanations of each. The reader is then taken through an exploration of the key elements of a
methodology including design of the process; collection, analysis, and interpretation of data; and
recommendations followed by a word on strategic communications. Included, where relevant, are
case studies of organizations that have launched strategic planning projects addressing a number of
key planning activities, with examples of lessons learned and successful outcomes.

3.2 Primacy of Process: The Strategic Planning Model

This section of the chapter bases itself on the fundamental assumption that process is more
important than outcome and the fact that inherent in the approach to problem solving is the
requirement for understanding the client’s desired outcomes. In addition, creating a map to guide
the project requires understanding not only of more than the key elements of a range of project
processes, but also an understanding of how to manage them.

With models, it explains that strategic planning resides in the plan phase of projects, but also
that the information it makes use of and its influence extend to the design, construct, and manage

2.2
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phases as well. In addition, it explains how an organization’s information output needs to be
captured and used to affect or evaluate the performance of a strategic plan.
From there the chapter lays out some technical dimensions to the process, specifically:

“There”: Identify and agree upon a mutually desired outcome

“Here”: Identify the conditions that describe the company now

What primary disciplines are involved?

The process is both linear and cyclical

Data are both quantitative and qualitative

How do you make the strategic planning process value-centered?

Observations on the process: human dimensions

Consider the culture in designing the process

Garner sustained support from senior leadership

Enlist internal leadership to facilitate the process

Determine the extent of desired community involvement

Map significant project issues and constraints early

The right problem, the right solution: finding both

Data Collection and Analysis

This section of the chapter moves from the creation of the foundation for the strategic planning
process into the specific activities involved in data collection and analysis. Key chapter sections and
their primary arguments are:

Capture and Organize Data:  Stating that the best strategic planners never rely on a single
method to capture information, but use a variety of tools over the course of the project, the key to
methods employed is that they will vary by organization. In addition, the type of information
gathered depends upon the problem being solved and the level of detail required, as well as the
availability of information and sources.

Examples of tools for data collection given in this section include surveys, interviews, work-
shops, Web-based information gathering, pilot projects, and post-occupancy evaluations.

Analyze and Interpret Data:. The quality of the analysis and interpretation hinges on the value
of the collected information and the questions asked.

Create and Test Alternatives: Creating and testing alternative scenarios allows a more focused
and finite search for information by attempting to defend a hypothesis or scenario and by
building a business case of supportive data.

Develop Strategic Recommendations: Linked to the overall project goals and to each specific
business goal, the final recommendations and the way they are presented will depend on the
audience and whether the desired result is a decision or simply information about the approved
strategy. Typical tools or formats presented include final reports, electronic versions, workshops
and presentations.

3.4 Project Deliverables

Explained under project deliverables is how the strategic delivery of project data and analysis is
crucial not only to the clear and effective communication of recommendations to the client, but
also to the successful implementation of the plan. The series of project deliverables—strategic

2.3
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programs, lease audits, cost structure evaluations, implementation frameworks—is described, with
the rationale for each. This discussion includes:

* Analysis of the strategic environment—the demand profile
¢ Analysis of the current framework—the supply profile
¢ Recommendations for a new framework

The conclusion is made that only after all corporate real estate and facility assets have been
analyzed, the client’s business challenge understood, and the operational and business requirements
determined, can a strategic framework be established.

Several steps leading to the development of a holistic strategy are then explained in detail,
including:

¢ Implementation plan

¢ Evaluation and refinement of strategy
e Strategy for continuous improvement
Finally, a brief discussion about deliverables and the balance necessary between the time it takes

to develop deliverables, the needs of the client, and the speed of change in the client’s business
environment.

3.5 Strategic Communication and Change Integration

Change management and strategic communications are explained as working in tandem to address
the process for change, while recognizing that most organizations face the same external forces,
pushing them in the same directions. Change management and strategic communications concern
themselves with the crucial “how” when moving from a to b. Some key considerations addressed in
this section include:

¢ Addressing the variables in your audience

¢ Building trust in a time of change

¢ Selecting the medium—communications collateral

» The basic steps to strategic communications planning

Closing out this section is a discussion on the systematic documentation of process and
progress, which explains why it is crucial to be able to illustrate how the plan evolves.

3.6 The Last Word

The chapter closes with a final word on strategic planning and how it should not be undertaken
lightly.

CHAPTER 4 BUSINESS TRANSFORMATION AND FACILITY MANAGEMENT

2.4

Downsizing and outsourcing activities in recent years have exhausted the energy of most facility
managers. The demand to satisfy customers and to cut operating costs is their daily agenda. In order
to meet the needs of the agile corporation, facility managers must organize themselves to face these
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challenges. This chapter introduces the concept of business transformation and the processes
required for the facility management (FM) profession.

Introduction
“Change” overwhelms every organization. Everyone tries to predict the future and the future

organization. Reengineering and reinventing became the key activities of any corporation. How
about the facility management organizations?

The Changing Business Environment

Acquisitions and mergers dominate today’s business scene. All of them strive for the leadership role
in achieving maximum return on investment for their shareholders. Such approaches influence
greatly the design and servicing of the workplace.

Transformation in the Business of FM

Corporations are removing their non-core operations. Various companies sold off their real estate
holdings. Such corporate strategy mandates changes for in-house real estate or facilities
departments.

The Business Transformation Process

In order to change, one must understand the fundamentals of business transformation. This section
deals with the five components of transformation: vision, integration, communication,
transformation, and measurement.

Three Key Issues in FM Transformation

This section deals with the three key elements in a successful transformation: the mission critical
issues related to the business operations, the core competency issues of human resources, and the
workspace design issues related to the management changes.

Three Obstacles in Transformation

People are reluctant to change. This section deals with the three elements that stifle the process of
change: the lack of time, the stronghold of established corporate culture, and weak leadership.

Three Companies in Transformation

This section provides examples of three facility organizations in different industry sectors and how
they deal with their transformation processes in relationship to their corporate strategy.

Conclusion

A summary of the transformation process and the importance of the human capital in an
organization are provided here.
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CHAPTER 5 FINANCIAL MANAGEMENT FOR FACILITY MANAGERS

All business decisions have a financial ingredient. Financial analysis and management is a key skill
set that all facility managers must have. It is important for facility managers to push facility
services and projects to the forefront of their organization’s agendas by using accepted financial
analyses. This chapter provides an overview, details, and examples of how fundamental financial
analysis tools can be applied to everyday facility management tasks.

5.1 Fundamental Principles of Financial Management for FM

This section details the goals of basic finance and accounting principles and traces the evolution of
common financial analytical tools. It covers the fundamental data and metrics used in financial
analysis and provides a basic cost benefit review and examples related to FM. This section also
details financial metrics such as NPV (net present value) and RONA (return on net assets).

5.2 Facility Asset Management (FAM) Financial Model

This section reviews the fundamental process of asset management. It reviews basic requirements
for asset inventories and condition assessments, and provides details of developing operational
budgets based on physical asset requirements. A review of different budget approaches and a
checklist is included, along with sample calculations for making “repair vs. replace” decisions
which link expense and capital budgeting for optimal life-cycle leveraging.

An overview of typical financial performance measurements along with an adaptation of the
Balanced Scorecard for FMs is included. A review of financial forecasting is also included.

5.3 Life-Cycle Analysis

This section contains a review of basic LCC (life-cycle costing) techniques along with full-cost
accounting and LCA (life-cycle assessment) review. The implications of commissioning on the life-
cycle costs of a facility are also discussed.

5.4 On-Going Facility Finances

This section reviews the work tasks required in keeping facility asset inventories updated, dealing
with various contract pricing issues, and using financial calculators. The importance of accurate
base data and integration with computer-integrated facility management (CIFM) systems is also
covered. Financial forecasting using simulation and system dynamics is detailed along with a case
study.

Web sites for financial management along with a glossary of terms, acronyms, and a reference
section are included.

CHAPTER 6 ULTIMATE CUSTOMER SERVICE

6.1 Introduction

To the successful facility manager, the customer is one of the pillars of the organization—
identifying customers and understanding their requirements is one of the primary functions of the
service delivery chain. Unfortunately, many facilities management (FM) organizations fail to
realize that the customer actually drives the process, the quality measures, and the very definition of
quality. However quality is defined, if the customer’s definition of quality is not included, it will do

2.6
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no good. Consequently, that definition must be used in the structuring of service delivery to ensure
the meeting and exceeding of the customers’ expectations. Involving the customer in the service
delivery process is a sure-fire, easy way to build them into the routine of the structure. Finally,
measuring customer satisfaction with service and personnel is the critical step that allows FM
organizations to come full circle in the ultimate customer service.

Identifying Customer Groups

Do you know who your customers are? You might be surprised by how many you really have and
where to locate them.

Determining Customer Perceptions

How does an FM organization find out its customers’ perceptions and expectations? Learning how
to discern and then talk with customers about the difference between perceptions in service and
expectations of service are important skills that are distinguished in this section.

Expectations and Perceptions

This section expands the concept of needs assessment to include facts regarding customer
expectations. It also describes the importance of perceptions and how to explore them within an
organization. Finally, the section provides a checklist for customer evaluation criteria.

Defining Quality FM Services and Structuring Service Delivery Accordingly

Without defining quality, where do we head? Goals are the only way to move forward, and the only
way to build a service delivery structure or improve an existing one. How do you go about defining
quality?

Involving Customers in the Service Delivery Process

Provision of services is an interactive process from the beginning! Be certain to structure your
processes so that the customers’ needs and desires are an integral part of the whole.

Assessing Customer Satisfaction with the Service Delivery Structure and

Performance of FM Personnel

6.8

A healthy, effective customer service relationship begins with listening to your customers and
knowing how they feel about your service. Measure, measure, measure! Competition can be fierce
in today’s business world and satisfaction assessment is vital to your organization’s welfare.

Linking Customer Feedback to the Continuous Service Delivery Improvement

Process

Finally, linking customer feedback to service delivery efforts will strengthen the FM organization.
There is no better purpose for gathering customer satisfaction data if not to put it to use in your
service goals and objectives, and this final step creates a continuous “loop” between an
organization’s service and customers.

2.7
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CHAPTER 7 DISASTER RECOVERY PLANNING

7.1

7.2

7.3

7.4

75

7.6

2.8

Introduction

Disaster recovery planning, business continuity, contingency plan, crisis management—whatever
you call it, planning to effectively meet emergencies is an important part of the survival process for
any business.

Business Impact Analysis
Defining the cost of business interruption in dollars per day gets the attention and support from the
top administrators of a company and makes it possible to have the complete organization’s support
in formulating the plan.

The Plan

An overview of risk assessment and response will clearly define the disaster action plan. This
section recommends procedures to create the recovery plan.

The Team

When a serious business interruption occurs, a team of critical personnel is required to evaluate the
situation and to decide on the course of action to be followed to recover. This section defines this
team.

What to Do?

The first step in response to any disaster is to stop the damage and stabilize the loss site. This
section defines that step for building structure, industrial equipment, electronics, and a variety of
information storage media including paper, magnetic media, optical media, and film media.

Conclusion
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CHAPTER 2
BENCHMARKING

Edmond P. Rondeau, AIA, CFM
Director

Global Operations and Learning for

International Development Research Council (IDRC)
E-mail: ed.rondeau@idrc.org

2.1 INTRODUCTION

Benchmarking provides a methodology that can help organizations improve a wide range of facil-
ity-related business processes, procedures, cost, consumption, and quality-related service areas. By
measuring and validating expense, consumption, quality, and service practice programs, bench-
marking can provide the facility professional with a guide to optimize facility management (FM)
practices. It can also provide convincing new evidence with which to gain and retain the support of
customers and senior management, and to more effectively promote benchmarking within a quality-
focused facility enterprise.

2.2 WHAT IS BENCHMARKING?

Benchmarking is discovering the specific practices responsible for high performance, understanding
how a facility best practices work, and adapting and applying these practices to your organization.
While benchmarking has been described as partly science and partly art, it has also been described
by one corporation executive as ““. . . the continuous process of measuring products, services, and
practices against the toughest competitors of those companies recognized as industry leaders.”! This
applied business concept of benchmarking will be used throughout this chapter.

The International Facility Management Association (IFMA) based in Houston, Texas, has devel-
oped a method for facility benchmarking that you may find useful to review in developing a bench-
mark for current FM services. The IFMA (www.ifma.org) periodically sponsors benchmarking re-
search projects and the results are published in benchmarking reports that are used by facility
professionals throughout North America. The following benchmarking reports are available through
the IFMA Library Service: Benchmarks II, Research Report #13, and Benchmarks III, Research Re-
port #18. The IFMA Library Service also sells a number of books and publications on benchmarking.

The International Development Research Council (IDRC) based in the Atlanta, Georgia area,
has also developed and published a benchmarking system. The IDRC (www.idrc.org) has jointly
developed with the Institute of Management Accountants (IMA), a Research Bulletin (July 1997)
called The Accounting Classification of Workpoint Costs. This publication provides cost classifi-
cation guidelines for facility and corporate real estate professionals and accountants. It can help to

2.9
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determine appropriate real estate/facility costs and the assignment of these costs to specific
accounts associated with the use of technology, real estate, support, facilities, and other assets
and liabilities associated with individual workers, business units, and other elements of the
organization.

The Building Owners and Managers Association (BOMA) based in Washington, DC, publishes
an annual benchmarking report known as the BOMA Exchange Report. The information found in
this BOMA (www.boma.org) report is focused on cost per square foot information for a number of
cost categories from the perspective of a landlord or building owner.

Another nonprofit organization that has developed a benchmarking methodology is the Ameri-
can Productivity and Quality Center (APQC), which is based in Houston, Texas. This organization’s
benchmarking process and related information should be reviewed by facility professionals as it de-
fines and uses benchmarking from a business perspective. The APQC (www.apqc.org) defines
“benchmarking as the process of identifying, learning, and adapting outstanding practices and
processes from any organization, anywhere in the world, to help an organization improve its perfor-
mance. Benchmarking gathers the tacit knowledge—the know-how, judgments, and enablers—that
explicit knowledge often misses.”> APQC also has a Code of Ethics for Benchmarking that you may
choose to review and consider adopting.

“Why should we benchmark our facility service?” is a question often asked. Here are some good
reasons why you, your staff, your customer, your management, and your service provider organiza-
tions can benefit from benchmarking:

¢ Benchmarking reduces the need to reinvent the wheel (why invest the time and costs when some-
one else may have done it already—and often better, cheaper, and faster?)

Benchmarking can help increase the pace of change and restructuring by:
Using tested and proven practices
Convincing skeptics who can see that it works

Overcoming inertia and complacency by creating a sense of urgency when benchmarking gaps
are identified

Benchmarking can lead to “outside the box” ideas by looking for ways to improve from outside
of your industry

Benchmarking often forces organizations to examine present processes, which often leads to im-
provement in and of itself

¢ Benchmarking can initiate a process where implementation is more likely because of the involve-
ment of process owners

2.3 BENCHMARKING SURVEY

Benchmarking should be included as part of your “quality measurement and management” and per-
formance management/scorecard programs within your FM services programs. When you look at
site/facility issues, you will see that there are many opportunities to review and investigate all as-
pects of the life of facility development and management. Figure 2.1 depicts an overview of the
site/facility cycle from strategic planning, to real estate requirements, plan development, and opera-
tions of the life of the organization’s development, whether an owned or leased property. Any por-
tion of the site/facility cycle can be benchmarked and/or included in a benchmarking survey as your
peer organizations will have had experience with similar facility operations.

One way to review quality is to benchmark survey your FM performance against other organiza-
tions’ FM departments identified as “best in class.” This kind of survey provides a basis for compar-
ing current services and performance with those of other organizations. You might first wish to look
at the quality process issues shown in Figure 2.2 that you have developed or are in the process of
developing. This quality process has many similarities to the benchmarking process shown in Fig-
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FIGURE 2.1 The Site/Facility Cycle.

ure 2.4, including identifying, developing, setting a baseline, and monitoring the facility-related ser-
vices you are providing for your customers.

When looking at what area or areas to benchmark, moreover, you might wish to look at the
needs analysis issues shown in Figure 2.3. These include investigating, evaluating, formulating, and
integrating the facility service delivery areas you and your staff and service contractors/partners are
providing for your customers. This needs analysis process is designed to consider looking at all ser-
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FIGURE 2.2 Quality Process Issues. (Source: Alex Lam, President, The OCB Network.)
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FIGURE 2.3 Needs Analysis for Facility Services. (Source: Alex Lam, President, The OCB Network.)

vices across an integrated approach, as shown in Figure 2.5, vs. looking at services as silos of ser-
vices shown in Figure 2.6.

After your review of the quality and needs analysis processes, your benchmarking survey could
begin by addressing some or all of the following questions:

e What should our customers expect and by when?
e What are the relative costs and benefits for providing these services?

= Select a bemchoma
o
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FIGURE 2.4 Four-Step Benchmarking Process.
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What does senior management expect?

What services, processes, and/or costs should be benchmarked?

Can comparable benchmarking partners be found?

What are the benchmarking definitions needed for the items/areas/services to be benchmarked?
What geographical area(s) will be included in the benchmarking survey? By city, county, state or
province, region, country, or global areas?

What industry and building type(s) should be included in the benchmarking survey?
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FIGURE 2.6 Functional Area Silos and Vertical Processes.
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If looking at cost(s), how old are the facilities being benchmarked?

What are the hours of facility operation?

How many days of the week are the facilities open for operations?

What activity is going on inside/outside the facilities?

What is the gross and net square footage of each facility?

How many FTEs receive facility services in each facility?

How old are the benchmark facilities?

How many floors in the facilities?

What utilities are used at each facility?
Electricity

Natural gas

Heating oil

Water

Other utility source

What specific and general activities are being performed in each facility?

How large is the site in acres?

What are the upper quartile, median, and the lower quartile costs as compared to your benchmark
costs?

What benchmarking should be performed annually?

You should check with your legal counsel if any information requested in the benchmarking
gathering process may be considered as confidential; for instance, before contacting a direct com-
petitor to be a partner. If you, your management, and/or your legal counsel are uncomfortable
sharing confidential information, consider selecting another partner, or developing and signing a
security/nondisclosure document such as a Benchmarking Confidentiality Agreement. This agree-
ment would formally define the responsibilities of each partner and protects the information
shared; this should satisfy the attorneys from both organizations. Do not ask competitors for sen-
sitive data or cause the benchmarking partner to feel they must provide data to keep the process
going.

You and your benchmarking partners should consider retaining an ethical third party to assem-
ble and “blind” competitive and noncompetitive data, with inputs from legal counsel in direct com-
petitor sharing, to ensure that data/information reports are not organization specific. Any informa-
tion obtained from a benchmarking partner should be treated as internal, privileged
communications. If “confidential” or proprietary material is to be exchanged, then a specific agree-
ment, as discussed previously, should be executed to indicate the specific material to be protected,
the duration of the period of protection, the conditions for permitting access to the material, and the
specific handling requirements that are necessary for that material.

The benchmarking survey process should be managed and organized as a project and managed
by a benchmarking project manager. This person is assigned to organize and lead the benchmarking
team; to help develop the areas to be benchmarked and the questionnaire; to develop and manage
the survey budget and personnel resource requirements; to help select and work with the benchmark
survey partners; to review the findings, assist in the development of on-going improvement pro-
grams, and provide leadership in this process on a yearly basis.

The project manager should focus initial benchmarking efforts on critical business issues that
have high payoff and are aligned with your organization’s values and strategy. Consider concentrat-
ing benchmarking energies on those areas that would be most likely to improve long-term organiza-
tional capabilities.

If you are considering benchmarking for the first time, begin by selecting relatively “simple” ar-
eas to benchmark. This could include areas where you know your organization has up-to-date, de-
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tailed, accurate, and verifiable information. Use your first benchmarking survey as a learning expe-
rience and build upon that experience. It is important that you and your benchmarking team stay fo-
cused on the survey objectives and goals, and ensure that you manage your customers’ and manage-
ment’s expectations on what the survey process can do for your organization.

If you are the benchmarking project manager, you must provide leadership to ensure that the
process receives management and business unit(s) support. The survey process, expectations, ob-
jectives, and on-going change requirements must be explained to the survey team. Where neces-
sary, the project manager must provide training to members of the team. The project manager must
use a benchmarking process that provides a specific beginning, development, analysis, and
implementation program. The benchmarking process may include the following four steps (see
Figure 2.4):

1. Organize: Put the pieces of the benchmarking process together by:

* Selecting benchmarking topics that are relevant and can be measured by you, your team, and

your partners

Identifying internal resources, time requirements, and support from senior management and

business units

Identifying external benchmarking partners who have similar facilities and have “best in class”

reputations

Agreeing upon definitions to ensure an “apples to apples” acquisition and analysis of informa-

tion

¢ Developing interview guide(s) and questionnaire(s) that are relevant, simple, effective, can be
shared in advance, and can be completed in a timely manner by your company and by your
partners

L

Collect:  Obtain, review, and validate the actual benchmarking information by:

¢ Holding a communication meeting—on-site or via teleconference with benchmarking part-
ner(s)

Reviewing benchmarking goals and objectives

Distributing the benchmarking questionnaire with time completion requirements

Obtaining benchmarking data and information for the questionnaire and validating bench-
marking data and information

3. Analyze: Provide a detailed review and question-specific benchmarked material, analyze spe-
cific material, enter data into the benchmarking database, run sorted reports, and review report
findings by:

¢ Reviewing data and information by asking if the data and information make logical sense,
identifying missing data/information items, and asking if this provides meaningful help

¢ Requesting clarification on questionable data and information if you identify possible errors,

omissions, or misinterpretations, especially in the application of benchmarking definitions

Entering data and information in the database and spot checking to ensure that the data/infor-

mation was entered correctly

Running/developing reports and asking if the resulting reports make logical sense and provide

meaningful help

Analyzing findings by looking for meaningful areas for improvement gaps in service and com-

paring findings against the upper quartile, median, and lower quartile against your facility

benchmarking data

4. Adapt:  Look at the findings and identify how these could be implemented to improve service,
costs, staffing, processes, procedures, etc.; develop a plan for change; report on the progress of
the change; and review change over time with benchmarking as an annual review process by:

» Reviewing findings with your partners, staff, customers, and senior management
* Identifying areas for improvement based on a critical review of the findings and identified
gaps in service, quality, customer satisfaction, etc.
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* Planning and implementing change by working with the benchmarking team, staff, and man-
agement to use the findings to decide what changes in processes, procedures, cost, and/or
quality management will be used

Monitoring change to ensure that the concepts and details of the implementation program are
being used and are providing some or all of the improved service that was sought or expected
Analyzing results and payback to provide the benchmarking team, staff, the customer, and
management with on-going reports of progress whether from:

Improved customer service

Improved quality

Improved expense tracking

Improved response time

Improved staff performance

Improved use of resources

Improved contractor/supplier performance
Improved use of furnishing inventory
Improved up-time on mechanical and electrical equipment
Improved use of facility space

Reduced churn

Reduced response time

Reduced operating costs, consumption, etc.

Annualizing the benchmarking process requires that you and your staff make benchmarking
an on-going part of your department activities and measurement process.

When considering a benchmarking survey, it is important to understand how much you know
about benchmarking, the information you believe is available, the time it will take to obtain the in-
formation, and the results you or your customers expect to achieve. Benchmarking cost items is
where most organizations start in their benchmarking survey programs. Consider choosing a small
number of facility expense areas (two or three) that total the largest annual facility expenses where
you have access to accurate yearly information and on a by-facility basis. The three most common
expense areas that most organizations initially choose to cost benchmark are:

1. Maintenance and operations
2. Cleaning
3. Utilities

These facility expense items often comprise 60-80% of yearly facility expenses. By selecting
these items, you and your customer should focus not only on cost, but also on quality and customer
satisfaction for the level of service you are providing for a specific expense.

When your benchmarking survey process proceeds to an on-site visit, the following are recom-
mended:

Provide your meeting agenda in advance for comment by your partners

All benchmarking partners should be professional, honest, courteous, and prompt

Introduce all partners and attendees and explain why they are present
Adbhere to the agenda
Use language that is universal, not your business or industry jargon or buzz words

Ensure that all parties have agreed on and provide information based on common definitions

Be sure that no party is sharing proprietary information unless prior approval has been obtained
by all parties, from the proper authority
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¢ Share information about your own process, and, if asked, consider sharing study results
e Ask pertinent questions and validate the information received

e Offer to facilitate a future reciprocal visit

e Conclude meetings and visits on schedule

e Thank your benchmarking partners for sharing their information, processes, etc.

While many benchmarking programs focus initially on cost per square foot, you should consider
including the cost per FTE? (full-time equivalent) person, and the amount of product or service pur-
chased, also known as the amount consumed. These additional benchmarking areas can provide
you, the facility professional, your management, and your customers with other important compar-
isons that are often more informative than just looking at cost. For benchmarking to be successful,
it should also look at the processes and procedures that drive cost, efficiency, and effectiveness.
Benchmarking can seldom be successful without also looking at these areas.

2.4 APPLES TO APPLES

Consistent definitions are very important for a successful benchmarking survey program. All parties
to the benchmarking program must agree on the definitions to be used to insure an “apples to ap-
ples” comparison, and all parties must be able to provide the benchmark information based on the
agreed upon definitions.

For facility requirements, the benchmarking process could address common areas with defini-
tions that may include processes, procedures, and/or cost areas for the following:

Real estate, asset, and site management services

Maintenance and operations
Mechanical

Electrical

Plumbing

Exterior building maintenance
Facility operations

Sub-contracts

Landscaping and grounds maintenance

Parking lot/parking garage services
Utilities

Cleaning

Design services

Construction services

Moves and relocations

Mail services

Receiving and shipping services

Reception services

Telephone services

Information services

Salaries and overhead service costs

Management fees
e Etc.
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TABLE 2.1 Benchmark by Industry Type

Aerospace Government

Brewery Health care

Chemical Hotel

Commercial retail Insurance

Computer office equipment Media

Computer services Military

Distributor Oil exploration and refining
Electric generation Pharmaceutical
Electronics Printing

Engineering Property management
Financial/banking services Telecommunications
Food and beverage Textile manufacturing
Gas distribution Tobacco

It is also important that benchmarking definitions include by-industry and by-building cate-
gories. This insures that you, your team, and your partners understand what types of buildings
will be included in the benchmarking survey and what industries will be included in the survey.
You also need to ensure that you benchmark like industry types; you may choose to use the list
shown in Table 2.1 to ensure that the team and partners agree on the industry to be included in
the benchmarking survey. For example, you could use the listing of building types shown in
Table 2.2 to establish what building types will be included/benchmarked at a pharmaceutical
(Table 2.1) site, such as research buildings, manufacturing buildings, office buildings, warehouse
buildings, etc.

Sorting by building and industry type also results in an “apples to apples” benchmarking pro-
gram that provides “like compared to like.” You can also look across industry lines to see if there
are “best practices” from one industry that might be applicable in another industry. For example,
there are benchmarking surveys where the partners have specifically sought to cross industry lines
to visit with organizations that are known for their quality and efficient processes for a core service,
such as distribution. Distribution for some organizations is key to their success and a benchmarking
program may seek to understand how they achieve their excellence in customer service and how
these unique capabilities can be transferred to other industries.

TABLE 2.2 Benchmark by Building Type

Bank/financial Mental hospital
Church Municipal
Colleges Nursing home
Elementary school Office

Factory Parking garage
Gas station Research

Golf club house Restaurant
Grocery Retail

Hotel Secondary school
Judicial Sports center
Laboratory Telecommunications
Law court Theatre
Manufacturing Warehouse
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FIGURE 2.7 Benchmarking Report by Cost Per FTE.

2.5 REPORTS

Given the resources that are required to develop and maintain on-going benchmarking programs,
you should not undertake benchmarking unless you understand what you are trying to measure,
identify, or implement. Your resulting benchmarking report(s) must provide information to you,
your management, and customers in a format that is understandable, defendable, reasonable, and
provides opportunities to improve services, processes, and procedures with areas to reduce facility-
related expenses.

If you are benchmarking costs per square foot or cost per FTE, you should develop benchmark-
ing reports on a yearly basis. More importantly, you should benchmark these issues on a quartile
basis, as shown in Figure 2.7 and Figure 2.8, not on a purely cost-to-cost comparison basis, which

Cleaning
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FIGURE 2.8 Benchmarking Report by Cost Per Square Foot.
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some “benchmarking clubs” provide to their members. Benchmarking by quartiles provides the op-
portunity to review your costs against a range of costs through the use of an upper quartile, median
quartile, and lower quartile cost against your specific cost. This provides you with the opportunity
to look at your cost against a range of costs.

You may find that your management and/or customers expect you to benchmark purely on a cost
basis. Cost benchmarking does not address the quality, efficiency, effectiveness, or customer satis-
faction issues that are part of a total benchmarking program. Your program should include bench-
marking processes, procedures, and best practices. While cost is important, your benchmarking re-
search and investigation of current processes, procedures, and best practices could provide the
opportunity to make substantial reduction in costs. A change in processes could result in reduced
staff, reduced staff time, reduced direct and indirect costs, and/or improved service(s) to your cus-
tomers, as shown in Table 2.3.

Remember that your benchmarking reports may show that you are providing excellent service to
your customers, at a reasonable and competitive price, and that your peers may regard your facility
operations as “best in class.” Regardless of the results, you must market the results of your bench-
marking programs and let your customers and management know how well your facility operations
are performing against internal and external benchmarks.

You should consider using the benchmarking process that was discussed previously and as
shown in Figure 2.4. Using this process requires that you develop a program to organize, collect,
analyze, and adapt the benchmark information into a positive improvement program for your cus-
tomers and your organization.

Implicit in the benchmarking process is that you and your staff will be able to access and pro-
vide accurate information to your benchmarking partners. Unfortunately, many organizations have
not effectively or efficiently captured historically accurate facility information. Some organizations
cannot readily report on how many facilities they own or lease, or how much they are paying in
lease payments and operating expenses. Without this basic information, benchmarking becomes
guessing at best, which can be very dangerous for you, your staff, your customers, your manage-
ment, and your benchmarking partners. Because the information cannot be validated, benchmarking
reports will be inaccurate, and reports can provide the wrong conclusions.

A complete benchmarking program cannot be done from your desk. To successfully benchmark
and identify comparable benchmarking partners, you must know what you have in the way of as-
sets, processes, procedures, and expenses and can obtain access to this information. You must also
know how to look at processes and expenses and be able to validate any and all information that
you provide and receive from your benchmarking partners. This also means that you might need to
travel to their site and ask the right questions to validate their information. Sometimes the hardest
validation requires that you are able to identify the information that is not there. If you cannot vali-
date the information provided, then you run the risk of not being sure that you are getting accurate
and/or an “apples to apples” benchmark.

Process benchmarking is often the most time consuming and the hardest to do because it re-
quires funds to pay for the study, personnel time, time to become intimately involved with your own
processes, and then time and resources to evaluate your partner’s processes. The resulting bench-
marking report could identify:

¢ The current benchmarked processes

¢ The bottlenecks in each process

e The benefits of the processes reviewed
¢ The recommended processes

Possible benefits to the recommended new process
Improved service to customer(s)

Reduced time to complete the process

Reduced number of process steps

Reduced costs
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Bottlenecks

Benchmark recommendations

1. Absence of a Defined Process: Without a defined lease
approval process, the process can take place a different
way for each lease. Without a defined process it would be
difficult to identify bottlenecks, benchmark the process,
or recommend improvements.

2. Lease Document Diversity: There is no pattern to the
way the lease document and its contents are formatted. It
appears the document is being started from scratch each
time and the document is difficult to administer during
the life of the lease.

3. Extensive Queue Time and Too Many Iterations: The
amount of time the lease document is in transit or is
waiting to be worked on by the landlord or tenant is
queue time. The queue time often is a major factor in the
total time it takes to process a lease. The number of times
the lease document is revised, iterations, by the origina-
tor of the lease document often delays the process as a
legal or business item revision may not be acceptable to
the other party and the next iteration of the lease must
address these issues.

4. Transmittal of the Lease and Lease Iterations: Docu-
ment may be misplaced, delayed, or lost in transit. Time
for mail or express delivery must be included.

5. Authority Outside of Corporate Real Estate:  Corporate
real estate must often wait for others within the corpora-
tion to make decisions and to sign the lease document.

. Use Flow Chart and Benchmarking: These two items

will help to define the actual process, identify the steps and
time involved, and provide the basis for developing an
ideal process.

. Develop a Model Lease: The format and language of no

two leases are alike. The model lease would provide a spe-
cific format in specific language which would be the same
or similar for each lease. The model would protect the in-
terests of the tenant and landlord and would include a term
sheet to document all business issues and the body of the
lease that would include all legal issues. With a model
lease, it is realistically probable that once the business
terms were agreed upon, the lease document for a deal may
only go through one iteration with no need to review the
legal points of the lease. This could be the greatest founda-
tion for productivity increase.

. Standardize, Identify Queue Time, Track Process, and

Audit Results: Develop a standard process for lease
approval, reduce steps, and examine and attack queue
times. Use the benchmarking process to identify the cur-
rent process and develop and implement a streamlined
process to reduce the time in queue, reduce the number of
steps and iterations to no more than two iterations by using
a model lease. This would include reducing the number of
outside groups and persons who are not necessarily con-
tributing to the process but are creating bottlenecks.

. Implement an Electronic Network and Adopt an Electronic

Document Log: Benchmark receiving, changing, red lin-
ing, and sending the lease manuscript electronically. The
actual time, cost, and savings from using this communica-
tions process in an actual test remains to be completed. Ex-
hibit “H,” “Electronic Transfer of Lease Documents,” in
the study discusses time, cost, and potential savings. The
transmission of lease iterations via the electronic network
can save mailing/express time and expense. The document
log will provide an audit trail and systematic process to be
able to track the status of each iteration and benchmark the
queue time and process against the established benchmark.

. Empower Corporate Real Estate: Focus on signatures

and changes in signature authority and process. If the busi-
ness terms are within previously agreed upon approvals
from senior management and the model lease is used, cor-
porate real estate will be empowered to sign the lease with-
out the time delay for further approvals. More time could
be available to negotiate the business terms and construc-
tion/build-out and move-in can occur on time or sooner.

continued on the following page
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TABLE 2.3 Benchmarking Report of Recommendations (Continued)

Bottlenecks

Benchmark recommendations

6. Lack of Resources, Staff, Legal, Accounting, Etc. to Make
a Decision:  Timely response to lease document review
may not be possible with workload and/or the perceived
importance of the lease review is different within each
organizational unit.

7. Participating Units Independently Set Priority of Their
Portion of the Work Flow:  Other departments, includ-

ing legal, accounting, facilities, telecommunications, etc.,

may have other corporate business issues which they
choose or are directed to prioritize above lease document
review.

8. Adversarial Negotiating Tactics: ~Divergent internal and
external requirements by the landlord and tenant during
this phase may inhibit the quick resolution of initial or
new business or legal issues.

9. Word Processing: Grammar and Verification of Docu-
ment Changes: Lease format, grammar, and legal lan-
guage used is provided by an attorney who has written
the lease for review by another attorney. Review com-
ments are made manually in no consistent format.
Changes made in the next iteration of the lease document
are often “redlined” manually and a change may be inad-
vertently not “redlined.” Verification of document
changes must be made manually by reading and compar-
ing the previous iteration with the latest iteration.

10. Readability: Lease document or the intent is often not
written in plain English and is difficult to understand by
those administering the lease. Paragraphs may be a page
or more in length and items within the paragraph may
have many interrelated requirements which are hard to
follow by the lease administrator. The education to un-
derstand the document is often far above the level of the
person administering the lease.

6.

7.

8.

Identify Client Expectations and Communicate Resources:
Ensure that the client’s expectations are identified and the
lack of resources, staff, priorities, etc., from corporate real
estate or other internal departments are addressed. Com-
municate to the in-house client what the lease approval
process will entail and require in the way of time, meeting,
information and planning requirements, and personnel re-
sources.

Establish a Flow Chart, a Communications Process for
Setting Priorities, and a Log to Monitor Process Time:
With other internal departments being required to complete
other projects or work, their priorities often may not mesh
with corporate real estate time or process requirements. A
communication process should be established to set levels
of priority for each lease, the steps within the process, and
a log which is attached to the lease as it makes the ap-
proval rounds to provide a means of tracking and auditing
the steps and process time against an established bench-
mark.

Use Detailed RFP and Letter of Intent, Convergent
Internal and External Requirements by the Landlord and
Tenant, and a Model Lease: ~With quality time spent in
the front end of the lease process to develop a quality and
detailed RFP and Letter of Intent, 95% of the business and
associated legal issues would be addressed in the Business
Terms and the Model Lease. The win-win attitude by both
parties to the lease should be part of the negotiating strat-
egy and continue throughout the life of the lease.

. Use Computer Software to Identify Closed vs. Open Issues:

With today’s computer software, the landlord or tenant can
reduce the time to identify, handle, review, send, and re-
ceive iterations electronically. Grammar simplification, in-
tent, and verification of document changes is available via
software.

. Use a Model Lease, Software, and an Established Read-

ability Index: A Model Lease written in plain English
and developed within a readability index of 40 for those
who will administer the lease will provide a very “read-
able,” manageable, and understandable document. Highly
involved, lengthy paragraphs and wordy sentences with
many interrelated caveats are unacceptable. A clear, con-
cise, easily read, understandable, and manageable lease
document is the goal which would greatly decrease the
time to review and process the document at any point in
the life of the lease.
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Reduced staff

Reduced bureaucracy

More productive staff

Trained or re-trained staff

Clarified steps and hand-off points
¢ The steps or requirements needed to adopt the new process
e The expected benefits to the organization
e The analysis of the new process over time
¢ An on-going review of the new process

Many facility organizations do not have a detailed understanding of the processes and proce-

dures being used for the services they provide for their customers. Benchmarking provides the op-
portunity to ask the questions and seek the reasons why current processes are in place and could be

changed. A resulting process benchmarking report for the real estate lease approval process could
provide information similar to that shown in Table 2.3.

2.6 BENCHMARKING MATURITY

Benchmarking can reveal striking differences in the financial returns generated from benchmarking
projects. Some benchmarking professionals have reported many times higher financial benefits than
did others. The same organizations also reported higher non-financial benefits, such as improve-
ments in customer satisfaction and cycle time in the benchmarked process.

High, average, and low-return benchmarking results have led to the strong presence of certain
underlying conditions that facilitate benchmarking. That presence has been identified as “maturity”
for companies that actively participate as study partners. Widely recognized best practice compa-
nies are often flooded with benchmarking requests and companies that partner more effectively are
those that have greater benchmarking maturity.

Mature organizations have people who are not awed by process, metrics, and benchmarking.
They understand quality, process management, benchmarking, and to some extent, reengineering,
which has been deployed throughout their organization.

How “mature” is a given organization in the benchmarking process? Maturity refers to the rela-
tive presence of certain conditions that tend to promote, facilitate, and optimize a process, proce-
dure, and/or the consistent capturing of cost-related information. An organization can be relatively
mature in some areas and less so in others. By gauging one’s own degree of maturity in a given
process, it is generally possible to get a fix on:

* How the organization can better facilitate the process by improving specific underlying condi-
tions

e Why the process or procedure may not be meeting customer and/or senior management expecta-
tions (if this is the case)

* What steps may boost the organization’s maturity level prior to gaining a commensurate level of
benchmarking experience

Conditions/attributes that you may choose to select to facilitate the benchmarking process include:

e The organization’s general awareness of benchmarking concepts
* Support of benchmarking from senior management

e The organization’s documentation of its own best practices, processes, and associated cost
information
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¢ An environment that supports the sharing of best practices internally
¢ An environment that supports sharing externally with other organizations

Together these provide a self-test that generally reveals an organization’s relative degree of bench-
marking maturity.

2.7 LESSONS LEARNED

All processes and efforts for change will experience some degree of success and failure. The fol-
lowing benchmarking lessons should be reviewed before beginning your benchmarking survey pro-
gram:

e Use benchmarking to create a sense of urgency or use the findings as a compelling reason for
change. Competitive or best-in-class benchmarking can create a sense of urgency as well as
demonstrate the value of looking outside for ideas and comparison.

e Limit the number of major projects to fit the resources that will be available for implementation.
In the initial zeal and excitement that can come from imagining the improvements and gains
made possible by the transfer of best practices, there may be tendency within your organization
to forget that there is only so much an organization can invest and a finite amount of change that
can be supported at any one time. It is demoralizing to find best practices only to discover that the
investment dollars have already been spent for this year or that a facility does not have the extra
staff needed to handle another implementation.

e As you get into the benchmarking process, do not let measurement get in the way. Your internal
scoreboards may contain many inconsistencies in data collection and be open to interpretation
about local causes for the differences in performance. Rather than spend time debating “who’s
best” and why the measures are not consistent, focus on those areas where dramatic differences
in performance point to a real underlying process difference and not just an artifact of measure-
ment. Overanalysis is an easy pitfall to fall into, especially when management by political action
is the historical norm. Comparative measures can improve over time, but only if you start to act
on them.

You should consider, where necessary, a reward system that encourages sharing and information
transfer. Real internal transfer is a people-to-people process and usually requires personal sharing
or enlightened self-interest. Your management can help by promoting, recognizing, and reward-
ing people who model sharing behavior, as well as those who adopt best practices. It helps to de-
sign approaches that reward for organizational improvement as well as individual contributions of
time, talent, and expertise.

It is necessary to constantly reinforce the need for people at all levels to take responsibility for
voluntarily participating in the benchmarking activity of sharing and leveraging knowledge. You
and your team can ask regularly what people are learning from others and how they have shared
with management ideas they think important. Be sure to support benchmarking and improvement
teams that invest or “give up” resources to make this sharing happen, especially if they do not di-
rectly benefit.

Use technology as a catalyst to support networking and the internal search for best practices, but
do not rely on it as a solution. People are no longer tied to just their local organizational structure
for information and knowledge. They can step out and learn elsewhere how to improve faster
than those tied to smaller information sources. Use a combination of new information technology
tools such as e-mail, “best practices databases,” internal directories, and group software to sup-
port employees seeking knowledge and collaboration across the organization. However, do not let
your organization rely on technology tools for solutions. As has been shown, although people
have telephones, they do not automatically “reach out” to someone they do not know.
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e As a benchmarking leader, you will need to consistently and constantly spread the message of
sharing and leveraging knowledge for all services within the organization. The most effective
transfer processes are those that are demand-driven rather than push approaches. You can help
create and support demand, but cannot make it happen. You and your management can encourage
collaboration across boundaries of vertical and horizontal structure, time, and function. Some
ways to do this are to:

Share and publicize success stories
Provide infrastructure and support

Change the reward system to remove barriers

2.8 CONCLUSION

In summary, you should strongly consider beginning an on-going benchmarking program that will
take advantage of the tremendous untapped reservoir of knowledge in your own backyard. Whether
you call this internal benchmarking, transfer of best practices, or knowledge management, it can
lead to reduced costs and increased revenue, speed, and customer satisfaction.

Remember that it is your responsibility to provide the atmosphere conducive to benchmarking
success. Your knowledge of your organization, staff, customers, and management will be tested dur-
ing your benchmarking survey programs. It will require that you, your staff, and benchmarking
team work at encouraging the sharing of information, the transfer of knowledge, and the adoption
of relevant “best practice” processes and procedures.

ENDNOTES

1. David T. Kerns, CEO, Xerox Corporation, “Competitive Benchmarking, What It Is and What It Can Do For You.” Quality
Office, Xerox internal publication, Stamford, CT, 1987.

2. Source: American Productivity and Productivity Center, “Benchmarking Terms.” APQC’s training course “Applying Bench-
marking Skills in Your Organization,” Houston, TX.

3. FTE calculation must include all organization personnel, including full-time employees, contract, and temporary employees
who receive facility-related services.
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CHAPTER 3
STRATEGIC PLANNING

Loree Goffigon'

Vice President and Strategic Planner
Gensler

E-mail: loree_goffigon@gensler.com

3.1 INTRODUCTION

In a world of increasingly complex variables, the requirement to solve the right problem takes
precedence over solving the problem right. Since the work we do has important implications for the
futures of the organizations with which we work, we are obliged to get it right from the outset. For-
tunately, we are helped in this effort by a number of decision-making frameworks at our disposal to
support organizational direction and align internal strategies with external initiatives.

The framework that concerns us here is strategic planning. Because organizations are systematic
by nature, they function at their maximum effectiveness when all actions are interrelated and
aligned around a common purpose. This, of course, requires that you understand thoroughly the na-
ture and business of your client’s organization. The value of effective strategic planning is that it
guides you in building this essential knowledge base, enabling you to identify correctly the situa-
tion and develop recommendations that are appropriate, specific, and viable, with favorable impli-
cations for the company’s future.

Strategic planning is a process, a way of thinking, an exercise in making a map for reaching
your goal. Because it defines the ultimate objectives before it develops an action plan, effective
planning starts with the question, “What do we want to achieve, and why?”

Three fundamental elements underlie the strategic planning process: context, vision, and
optimization.

Context is equivalent to purpose. It informs the entire project process and must be understood
before you can design a plan to support a business strategy. The context for real estate and facilities
strategic planning might include such parameters and drivers as the organization’s overall business
strategy and value proposition, the technology and human resources strategy, the existing real estate
and facilities infrastructure, and even competitor benchmarks. All this information provides a plat-
form for understanding and formulating what needs to be accomplished. The context sets the stage
for linking goals with opportunities and constraints so that the desired end and the path for getting
there are plausible and attainable.

Building a common vision for what is to be accomplished may be one of the most elusive re-
quirements of strategic planning. Yet its articulation—the framing of the question—is the important
first step in the planning process because it directs all forward motion. Internal alignment around
the desired future state is critical. First, it underlies the development of decision criteria, and, sec-
ond, it greatly increases your ability to execute the plan once it has been designed. As planning

3.1
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moves into implementation, alignment around this vision ensures that change initiatives are all
presented with one voice—a benefit that cannot be overemphasized.

Optimization comes into play when you think of the organization as a system of interlocking
parts. It hinges on the belief that the whole of the organization is greater than the sum of its parts.
All parts drive the whole and the system functions optimally when all parts are in tune. It is pre-
cisely the interrelated nature of organizational resources and needs that makes strategic planning
such a compelling process. Without the three elements—context, vision, and optimization—the
chances of success are greatly reduced and the chances for optimal performance almost nonexis-
tent. But when they are in place, even though the way is not black and white, clear-cut right or
wrong, the planning process may impact future directions and actions in significant ways:

e Strategic planning is both a tool and a mindset for reaching a future as yet unknown. The shared
understanding of context, vision, and resources provides a foundation for the development of
strategies and actions that are viable and sustainable within a climate of change.

Strategic planning always understands that every decision has a cost, in terms of both the invest-
ment made and the opportunity seized. But it assumes that the best understanding of the problem
leads to the best chance of making more informed less risky (and costly) decisions. Needs assess-
ment and analysis help clarify what is and identify opportunities for what could be so that the
financial investment is qualified with an understanding of what is at stake.

Strategic planning makes information explicit that has heretofore been implicit. The newly ex-
plicit information enables informed and realistic responses to immediate challenges such as work
practices, real estate requirements, hardware and software needs, communications, and training.
Analysis of the right data enables you to forge flexible long-range plans. Strategy development
and resource allocations become more specific and readily defensible.

Strategic planning establishes an internal direction that ideally leads to increased productivity and
optimization of costs. Applied to workplace issues, it creates a comprehensive, measurable
process linking technology, work practices, and human factors to develop the tools that will
support client needs, increase efficiency, control costs, and create a more effective workplace
strategy.

e A comprehensive strategic plan focuses on establishing and effectively communicating desired
performance objectives. Great benefits follow from a plan whose clear mission and comprehen-
sive strategy create opportunities for employee self-assessment and mid-course correction. Its
post-implementation evaluations at set periods ensure that the desired outcomes are reached
within the context of the stated goals.

The following discussion of strategic planning walks the reader through the process. It explores
the key elements of a methodology, including design of the process; collection, analysis, and inter-
pretation of data; and recommendations. A word on strategic communications will focus on project
approach, activities, and tools for creating a common vocabulary to discuss the components of
strategic planning. And, finally, case studies of organizations that have launched strategic planning
projects will address a number of key planning activities, with examples of lessons learned and
successful outcomes.

3.2 PRIMACY OF PROCESS: THE STRATEGIC PLANNING MODEL

Process is more important than outcome. When the outcome drives the process we will
only ever go to where we’ve already been. If process drives outcome we may not know where
we're going, but we will know we want to be there. (Bruce Mau)

The success of any effort, if Bruce Mau is right, is not focused on the final product, but on the
way we arrive at it. The process is somewhat like navigating by the stars. You know which star you
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want to follow when you set out from Miami in a sailboat. You never arrive at the star. But if you
have prepared well, it leads you to landfall on the coast of France, which is what you had in mind
when you set out.

The process of strategic planning works something like that. Inherent in your approach to prob-
lem solving is the requirement for understanding your client’s desired outcomes, pinpointing their
stars. Mapping an appropriate course to guide the project requires that you understand more than
the key elements of a range of project processes. You must also know how to manage them.

3.2.1 The Strategic Planning Model

The process of strategic planning ideally occurs early, though it may function as an intervention at
any point in an organization’s life cycle. As illustrated in Figure 3.1, strategic planning clearly
resides in the plan phase, but both the information it makes use of and its influence extend to the
design, construct, and manage phases as well.

Throughout its life cycle, an organization constantly generates information that may be captured
from any quadrant of the process at any time. This steady stream of information, sometimes called
“exhaust” from the organization’s “engine,” merely disappears if it is not captured and used to
affect or evaluate the performance of a strategic plan.

Early in the information gathering, it is important to document the assumptions on which the
data are based. Then, throughout the process, it becomes easy to pinpoint those pieces of data that
also need to be updated as assumptions change.

3.2.2 Observations on the Process: Technical Dimensions

The goal of the strategic planning process is to get “there” from “here.” This requires that you first
understand “there,” the desired end result. And you must understand “here,” the existing conditions
within the client company. What is their business? How do they really make money? Do life cycle
costs align with the operations and real estate strategies?

1. “There”: Identify and Agree Upon a Mutually Desired Outcome: “What are we really at-
tempting to achieve?” is the question. If you decide to undertake a strategic planning process, it is
critical that you and everyone involved be crystal clear about why and what you hope to gain. Pro-
ject proponents must carefully assess, understand, and clarify the underlying purpose, function, and
desired outcomes. All participating parties must buy in on those outcomes because to a large extent
they will drive the design of your strategic planning process.

Manage Plan

Construct Design

FIGURE 3.1 Client/Project Life Cycle.
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Independent of industry, the answer to “the question” will determine the direction of the
process. The question to be answered may have to do with capital tied up in non-performing assets,
or the cost of churn, or the cycle time required to reach a business decision. Excessive vacancy or
the inability to know where empty cubicles are located could reduce the reaction time it takes for a
company to respond to a business condition. Finding the answer to this question is the whole point
of the strategic planning process.

2. “Here”: Identify the Conditions That Describe the Company Now: The design of the
process helps you to find the rational basis for what you already know and to discover what you do
not know. This information clarifies what is important in the client’s present state, your point of de-
parture, and informs your direction as you embark from “here” toward “there.”

You need to know the pressure points in the business because, whatever they are, the process, in-
formation, and analysis will respond to these points. Pressure on the business might have to do with
specific geography or configuration revealed in corporate history. If the organization has just under-
gone a major merger or acquisition, facilities may be redundant and geographically dispersed. A
number of questions will help you arrive at a good understanding of the forces acting on the
business:

e Pressure Points:
What are the issues driving change in your industry? Your organization?
What are the internal and external factors impacting change?
What are the challenges and opportunities facing your industry?
What is the one thing that could fundamentally change your business?
In a world of constant change, how do you address change?
How volatile is your business?
How well do your business plan and operations plans support these changes?

Priorities and Opportunities:

What are the priorities of your organization?
Are decisions cost-driven or revenue-driven?
What is the level of your comfort with risk?

How do you typically seize opportunities in your business?

Organizational Structure:
Does your organizational structure support the way products and services are delivered?

How can your organization better support employees in terms of work process, systems, and en-
vironments?

Technology:

What is the role of technology in your organization?

What anticipated technology changes will impact systems or work processes?
o Work Environment:

What is the role of the work environment in your organization?

How effectively is space used?

How does it compare with others in your industry?

What do you want your space to say about you?

3. What Primary Disciplines are Involved? Just as the cognitive map of the client affects the
framing of the strategic question, the disciplines involved will affect the format of the answer. Engi-
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neering data will require engineering analysis, while economic data will require economic analysis.
It does not follow, however, that the solution will be engineering or economic in content. Keys to
success are often counter-intuitive, found outside the context of the information being analyzed. En-
gineering data, for example, may lead to an economic solution, while the proper response to eco-
nomic data may lie in engineering.

4. The Process is Both Linear and Cyclical: The strategic planning process is linear inas-
much as each phase builds upon the last. Goals and objectives of the strategic plan determine the
type of data collected, which leads to particular analysis, scenario development, strategic recom-
mendations, and implementation.

The process is also cyclical because business goals determine the data to be collected. These
data in turn affect the goals. When data appear relevant to the problem but irrelevant to any speci-
fied goal, re-examine the goals. When a void appears in the data related to a stated goal, re-examine
or expand the data. This cyclical process is an extremely important characteristic of the process, for
it allows the information to build on itself as the project proceeds.

5. Data are Both Quantitative and Qualitative: The type and quantity of information you
collect about an organization will vary with each assignment. But it all falls basically into two cate-
gories: quantitative and qualitative.

Quantitative information is statistical in nature. It may take the form of headcounts, square
footages, growth rates, market share, and revenues. There is a tendency to gravitate toward quantita-
tive information because it is readily available in most businesses, which usually measure and mon-
itor success statistically.

Qualitative information is more intuitive than statistical, and more important in the strategic
planning process than quantity because it provides insight beyond the numbers into the soul of an
organization. This type of information, which may include corporate culture, image statements,
management philosophy, new ways of working, and company goals, can be found in annual reports
or embedded in company newsletters or a letter from the President. These data are invaluable for
opening a view into the corporate culture, the essence, or “heart,” of the organization. A strategic
plan may respond to all the statistical data available, but if it fails to address the culture—the heart
and soul of the organization—it will not succeed.

6. How Do You Make the Strategic Planning Process Value-Centered? 1If Kevin Kelly is cor-
rect when he writes in New Rules for the New Economy that, “Wealth in the new regime flows di-
rectly from innovation, not optimization,” then innovation is fundamental to the design of a suc-
cessful process. Innovation, however, is an outcome rather than an item on your checklist (“Oh,
let’s innovate today!”). A plan for communication, as shown in Section 3.5 of this chapter, should
be on your checklist. Regular and purposeful communication between your clients and yourself be-
comes a tool whose naturally occurring result is the possibility of innovation. Unforeseen discover-
ies will emerge as you go, and these will become crucial in the work of reaching your clients’ goals.
In such a scenario, it is acceptable (and probably desirable, as uncomfortable as that may be) not to
be sure how the process will turn out. You are allowed to recognize that the focus is on the journey,
on finding the new, reassured by Kelly’s observation that “wealth is not gained by perfecting the
known, but by imperfectly seizing the unknown.”

7. Be Sensitive to the Human Dimensions of the Project: More is involved in the whole
process than the technical aspects of setting the course and collecting data. The process gains a fur-
ther dimension of complexity through the need for identifying and working with a large variety of
people who are stakeholders in the planning, execution, and outcome.

8. Consider the Culture in Designing the Process: The values held by the corporate culture
will shape answers to the questions you must ask in designing the process. Experience shows that
when the process is co-created, with extensive buy-in, strong internal support, and community out-
reach, the strategic plan is more effective. Any organization whose culture places a high value on
broad participation usually develops a strategic plan with higher impact than one that does not,
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because its plan is swept forward by the weight of the body of people sitting behind it. So you need
to ask:

o Leadership and Work Style:
Is the culture driven by senior leadership? How much regard is given to other voices?

Does leadership ever, or periodically, involve a core group of employees who represent the orga-
nization’s various business units?

Have previous planning processes led employees to expect a number of task forces or working
groups to meet on specific topics throughout the strategic planning process?

Would your best plan involve a hybrid of some of the elements described above?
o Attitudes toward Learning and Change:

Do your employees understand what is driving change in the organization?

Do your corporate culture and values support change and planning?

What is the attitude toward learning?

How is learning celebrated?
e Communication:

What level of communication do you need to maintain before, during, and after a strategic plan-
ning process?

How does the organization access and manage information?

Is there a system to support the exchange of information?

How do you address rapid change in information?

How important is face-to-face communication in your organization?

How do people typically communicate?

How can you best assist your people to do their best work?

9. Garner Sustained Support from Senior Leadership: Without support and unconditional
buy-in from senior leadership, most strategic planning efforts are destined to languish in a report on
a library shelf. This is not rocket science. Their engagement and support are essential to creating the
momentum and securing the resources to prepare and implement the strategic plan. Their commit-
ment must hold firm throughout the life cycle of the project—from inception to implementation and
evaluation.

The designation of a person to serve as primary contact is often a function of the realm that initi-
ated the process. If the client contact is the Chief Financial Officer, the question and its analysis
may well be financial in nature. If the client contact is the Chief Operations Officer or Chief Infor-
mation Officer, the analysis as well as the measures of performance may be operational or techno-
logical.

10. Enlist Internal Leadership to Facilitate the Process: A team of “project champions” is
key. These are leaders who have the passion and commitment to steer the ship and wave the “Strate-
gic Planning is Good” banner. They have the dedication to see the project through to implementa-
tion and beyond. They are the keepers of the flame, people who will guide the process and keep the
content well-focused. They facilitate the dialogue among participants, ensure that essential reviews
and approvals from senior leadership are in hand before moving on to the next step, and take steps
to alter course should that prove necessary. Most strategic planning efforts are extraordinarily dy-
namic and require ongoing refinement and monitoring, so champions correspondingly need the
ability to manage frequent change and to tolerate and handle ambiguity. (Not everyone does this
well.)

11. Determine the Extent of Desired Community Involvement: ~An appropriate level of com-
munity involvement is one of the most important elements of any successful strategic planning
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effort. This is true, whether the project is contained within the micro-community of the business, or
it is so vast that it affects the macro-community of the geo-political area where the business is lo-
cated. In either case, the questions to be asked and the steps taken differ chiefly only in scale. The
proponents must ask for whom they are creating this plan. Who ultimately will be held responsible
and accountable for executing it? Whom do you intend to benefit from this effort? All these ques-
tions have one and the same answer: the employees—secretarial/administrative staff, sales force,
senior leadership, executive management. And, on a larger scale, the beneficiaries include the
macro-community.
You will need to know answers to these questions:

Who are the external and internal stakeholders in the process? How much do they want to play—
and how much do you want them to play? Will their input be genuinely factored into the solu-
tion?

Does the corporate culture require a simple or extensive community involvement program?

Is it appropriate to the culture to solicit constituent feedback through a series of “open houses” or
“town hall meetings” at critical points in the process?

12. Map Significant Project Issues and Constraints Early: Many well-intentioned strategic
planning efforts have been blindsided in mid-process by a single impediment or a series of key atti-
tudes or issues recognized too late. A brief but pointed audit of the organization’s vital signs will
help you check the enterprise’s pulse and uncover potential obstacles. If a negative attitude toward
strategic planning lurks in the organization, this exercise will enable proponents to factor in that
knowledge as they design their strategy. It will also clarify appropriate levels of scope, depth,
breadth, senior participation, duration, and community outreach for the project. Answers to ques-
tions like these will be useful:

What has been the general experience with developing a strategic plan in the past? Was it suc-
cessful? Why or why not? How deeply did the strategic planning effort penetrate the organiza-
tion, and how extensive was the outreach effort in the corporate community?

What issues do the organization’s senior leadership and shareholders have with respect to a
strategic plan? What are the hot buttons?

Are there any leadership or shareholder personalities that may influence the conduct or imple-
mentation of the strategic plan? What are their needs? How should they be involved in the design
and ongoing review process to contribute positively to the process?

Are there other organizational constraints to be considered? Schedule? Budget? Control?

What is the communication/decision-making process?

The decision-making process will determine the format and the form in which the data are col-
lected, analyzed, and documented. Centralized decision making requires one format, decentralized
another. A hierarchical review process requires that you reiterate the information as approval moves
up the ladder, concluding with an executive summary presentation to senior management.

3.2.3 The Right Problem, the Right Solution: Finding Both

Identifying the right problem and the right solution means not merely treating a symptom, but first
analyzing the driving business issues facing your client. When your client increases the company’s
salesforce and hires you to determine how much more space to lease, the process may well lead to a
solution not evident at first. Let us say that in listening to the business issues, you discover that the
salesforce will spend an average of 25% of their time in the office and 75% at job sites. You see that
the need is not for more real estate so much as for more efficient use of the space the client already
has. The process has led you to identify the right problem, and enabled the right solution to suggest
itself.
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3.2.4 Case Study #1: Paragon Biomedical, Inc., National Strategy

Having identified a unique niche in the Contact Research Organizations (CRO) market, Paragon
Biomedical, Inc., by 2000 had grown into a $15 million a year company. Since 1991, Paragon
grew an average of 10% faster per year than the rest of the CRO industry. However, as the customer
base grew, the increase in workload outpaced the development of the company’s processes and
systems.

The question was how to align the work environment with business goals and the evolving cul-
ture of the firm. Paragon had successfully employed the “virtual” firm model (a nationwide network
of associates working from home) in the past, but now workplace was the missing link. So, the firm
commissioned Gensler to assist in developing a national strategy for company workplaces that
would link people, processes, and technology.

To start with, Gensler helped Paragon define and document their key requirements through a se-
ries of meetings, focus groups, individual interviews, and site visits in Boston, Chicago, and Irvine,
California. In this process, Paragon identified the following needs: access to each other and to infor-
mation (nationwide), support for technology and data management, and education for software ap-
plications and for systems and processes. The common issues driving the nationwide real estate se-
lection process were, in order of importance: culture and image, functionality, and cost.

With a fundamental understanding of Paragon’s need for an interactive, community-specific,
functional environment, the consultant-proposed real estate scenario combines regional satellite
centers. Their virtual network of individual offices will enhance the overall communication and
strengthen Paragon’s ability to share and leverage company-wide resources. This plan will create
and maintain a sense of community and culture, foster client involvement and interaction, and sup-
port mentoring and learning through a network of spaces. It will provide Paragon with the function-
ality to create maximum scalability for future growth and the ability to leverage resources to the
fullest extent in the twenty-first century.

3.2.5 Case Study #2: Arthur Andersen, Los Angeles, California

Founded in 1913, Arthur Andersen had always been known as a global multidisciplinary profes-
sional service organization that would go “beyond the numbers” by providing quality services in-
cluding assurance, business and financial consulting, and tax and legal services to improve the busi-
ness performance of their clients. As part of a lease re-negotiation effort, Arthur Andersen in Los
Angeles asked Gensler to design a work environment that would optimize the use and flexibility of
space while breaking down the traditional hierarchical office space structure. Educating staff and
obtaining their support for the new work environment was a critical concern of the firm’s executive
council.

The parallel agendas of change management and design provided the consultant with a unique
opportunity to run the full course from workplace consultation to design implementation. Gensler
responded by canvassing the staff for ideas and work preferences. This dialogue continued for the
duration of the project and employee feedback was consistently incorporated into the plan. Indis-
pensable solutions in the redesign increased employee mobility, centralized company information,
enhanced client service, and emphasized a multidisciplinary team approach to the delivery of ser-
vice.

During initial occupancy, several training sessions during the lunch hour familiarized employees
with their new facilities, relating the space back to the goals that they themselves had agreed to:

e Encouragement of Communications, Chance Collaboration, and Employee Interaction: On
each floor, universal workstations are grouped in “neighborhoods” to define the expansive floor-
plate. They are strategically aligned with teaming spaces, training rooms, a service center (to cen-
tralize office support functions such as copying, faxing, printing, collating, etc.), conference
rooms and coffee bars, all of which wrap around the “town center.” Each “town center,” which
provides hoteling lockers, kiosks, “plug and play” work counters, private telephone rooms, and a

Downloaded from Digital Engineering Library @ McGraw-Hill (www.digitalengineeringlibrary.com)

Copyright © 2004 The McGraw-Hill Companies. All rights reserved.
Any use is subject to the Terms of Use as given at the website.



STRATEGIC PLANNING

STRATEGIC PLANNING 3.9

pantry, is designed to serve as a social hub—encouraging communications, chance collaboration,
and employee interaction.

o Implementation of New Technologies to Increase Employee Efficiency and Productivity and Serve
as the Connective Tissue of the Redesign: New technology support includes fully wiring the or-
ganization for both Intranet and Internet capabilities. It also includes the implementation of voice
and video conferencing, faxing capabilities, and identifying an official ISG-office liaison.
Whether making a hoteling reservation, accessing a portable computer from a client site, or uti-
lizing state-of-the-art multimedia centers, advancing technology has made this alternative office
environment a practical reality. Employees now have a choice of how and where to work on any
given day—a flexibility that fosters their productivity and job satisfaction.

This design project implemented dramatic change in the workplace and initially evoked skep-
ticism among Arthur Andersen employees. It was crucial, therefore, to introduce a workplace
training program that would guide the partners, managers, and staff on how to maximize the ben-
efits of the new environment. Along with technical assistance and counseling, a complementary
“user guide” handbook aided in implementing the skills and techniques important to a successful
transition.

3.3 PROCESS: DATA COLLECTION AND ANALYSIS

We know that goals and objectives, set early in the project, determine the scope of work and be-
come the measures for performance. They are the touchstones that ensure continued alignment of
the strategic plan with the original intent. Goals and objectives emerge during initial research and
are confirmed in subsequent interviews and work sessions. Visioning sessions, even including an
occasion like the project kick-off, are opportunities to discuss the question, “To be ultimately suc-
cessful in supporting the business plan or mission of the company, what must this strategic plan do
or be?” Answers to that question will lead to explorations of what the project might become, an out-
line for accomplishing the project, and the growth of consensus and mutual understanding in rela-
tion to it.

When the groundwork for the strategic planning process has been laid, it is time to attack the
specifics. Each phase has its own peculiar need for information, and various methods of gathering
the information are appropriate to each one.

3.3.1 Capture and Organize Data

The best strategic planners never rely on a single method to capture information, but use a variety
of tools over the course of the project. The methods you employ will vary as a function of the way
the organization typically captures and conveys information. Based on the profile of the company
and the issues being addressed, data may come from real estate, finance, engineering, facilities
management (FM), human resources, operations, even legal. Many of these information sources
provide revealing insight into how the company looks at itself and how it ultimately measures suc-
cess. Factors such as schedule, availability, client type, level of detail, and business drivers also de-
termine which tools are the most appropriate for each engagement. Figure 3.2 shows “Step One” in
the process of data collection and analysis.

The type of information you gather depends upon the problem being solved and the level of de-
tail required, as well as the availability of information and sources. Basic quantitative and qualita-
tive information typically includes such items as project goals, head counts, growth rates and den-
sity targets, as well as existing facility information, such as space standards and real estate data. By
the end of the project, your techniques for data gathering will have varied from high-tech surveys,
to face-to-face interviews, to interactive work sessions with end-users.
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Establish Capture & Analyze & Create & Develop
Goals & Analyze Interpret Test Strategic
Objectives Data Data Alternatives Recommendations

FIGURE 3.2 Linear Yet Cyclical, Step One.

The first, or primary, data collection occurs early in the process and focuses on gathering exist-
ing, readily accessible information. Secondary data collection occurs in one-on-one interviews with
the users, group interviews, work sessions, or facility walk-throughs. The third cycle occurs when
alternatives are formed. A critical step is the work session in which the project team verifies and
evaluates all the information collected to date.

Examples of tools for data collection are:

Surveys: Surveys or questionnaires are among the most common forms of gathering quantita-
tive data. Because they are one-way communication, they are particularly time-effective in
polling a wide population or a large number of departments or groups. They are also effective in
collecting data about individual use of the workplace from a cross-section of staff in order to un-
derstand what goes on there or to build statistical support for a trend hypothesis.

Interviews: Interviewing is a far more personal (and accurate) method of gathering data. It is
one of the most common ways to gather qualitative data because, being two-way, it allows explo-
ration of complex ideas. Interviews confirm survey results and often replace surveys as the pri-
mary means of gathering data for high-level strategic planning with executives. Early interviews
with individual senior managers are commonly followed by a work session to confirm the col-
lected information and build consensus.

Workshops:  Workshops are essentially group interviews. They are particularly effective in
highly collaborative organizations since all participants feel that they have an individual and col-
lective “say” about the strategic plan. Workshops may be the primary means of gathering infor-
mation and confirming the interpretation of data gathered by surveys or interviews. The author
has found that incorporating a series of workshops throughout the process builds consensus,
avoids hidden agendas, and leads to a better strategic plan.

Web-Based Gathering: Technology now enables gathering information quickly and accurately
through the means of a company Intranet or ProjectNet (Internet). This works especially well in
high tech companies that are accustomed to communicating by way of computer. The one draw-
back of this method is that often only computer-proficient staff respond.

Pilot Projects: Pilot projects are most effective in testing and refining recommendations before
making a larger financial commitment to implementation throughout the firm. Recommendations
that lend themselves to pilot projects include space standards, teaming configurations, workplace
strategies, new technologies, or information-sharing strategies. A bonus of a pilot done effec-
tively is that the test group may become advocates for the merits and advantages of the proposal.

e Post-Occupancy Evaluations: Strategic plans are not static recommendations. They are dy-
namic, living strategies, continually refined to respond to business change. Post-occupancy evalu-
ations (POESs) provide a simple way to capture information about how well the strategy supports
the original goals of the project. The first POEs should be done approximately three months after
occupancy and others later, whenever the business assumptions begin to change. These evalua-
tions allow the strategist to anticipate when the facility strategic plan should be modified.
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FIGURE 3.3 Linear Yet Cyclical, Step Two.

3.3.2 Analyze and Interpret Data

3.3.3 Create

The value of strategic planning depends on filtering, interpreting, and transforming information into
meaningful knowledge that can provide strategic direction. The value of the collected information is
only as good as the questions asked and the quality of the analysis and interpretation. Figure 3.3
shows “Step Two” in the process of data collection and analysis.

Aspects of analysis and interpretation are important to understand, especially in relation to
goals. Objectivity is key. Bias with respect to findings will merely confirm preconceptions, or per-
haps even a hypothesis that is often embedded in the goals outlined early in the strategic planning
process. If the team knows how to recognize bias in interpretation, the process is designed to ad-
vance opportunity and reduce preconception. The process at this juncture will also reveal voids,
conflicts, or “soft spots” in the data that need to be pursued further. In addition, the data can also
point the team in a new and unexpected direction, and it is exactly while exploring a new direction
that innovation and new discoveries may occur.

With the advent of databases and the ability to track vast quantities of information, data collec-
tion sometimes falls prey to the phenomenon of “information glog,” an overwhelming amount of
information whose implications are exceedingly unclear. Paradoxically, innovation and discovery
often exist on the periphery of such a problem, and the relevancy of data may not become apparent
until the problem is explored further.

and Test Alternatives

As you create and test alternative scenarios, your search for information becomes more focused and
finite. Here, since you are actually attempting to defend a hypothesis or scenario, you are building a
business case of supportive data. Information now fills in the gaps to create an arguable defense for
the scenario, and you will often articulate the data in defense of the alternative. Figure 3.4 shows
“Step Three” in the process of data collection and analysis.

Business goals to be supported may include such things as growth ranges, business or market
opportunities, potential legislative changes, or even mergers and acquisitions. Real estate goals may
include renovation, remodel, expansion, consolidation, or decentralization strategies. These pro-
posed outcomes are weighted against various criteria—timing, financial impacts, exiting, and sup-
port of each project goal. Typically, the result comes down to three or four radically different alter-
natives, and other scenarios become derivations or hybrids of those alternatives. One “remain as
existing” scenario, kept as a baseline for comparison, enables you to assess the advantages and dis-
advantages of each alternative.
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FIGURE 3.4 Linear Yet Cyclical, Step Three.

3.3.4 Develop Strategic Recommendations

At this point in the process, the plan is fine-tuned and presented to senior management for approval.
The data may be presented either as summary data, used in an executive summary and distilled to
its essence, or as tracking data, used as a measure and diagnosis of performance in monitoring the
success of the plan. The final recommendations must be linked not only to the overall project goals,
but also to each specific business goal. Ways of telling the story vary depending upon the audience
and whether the desired result is a decision or simply information about the approved strategy.
Figure 3.5 shows “Step Four” in the process of data collection and analysis.

Establish Capture & Analyze & Creats & Develop
Goals & Analyza Intarprat Test Strategic
QObjectives Data Data Alernatives Recommendations
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FIGURE 3.5 Linear Yet Cyclical, Step Four.
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The following are some typical tools or formats:

Final Reports: The best final reports are executive summaries that include goals, process, par-
ticipants, business assumptions, major findings (i.e., head counts and real estate issues), alterna-
tives explored, final recommendation, and next steps to implement. A second report containing all
the detailed information and analysis may be provided as a back-up document.

Electronic Versions: A slide presentation is an effective tool to document and communicate the
final recommendation. When presenting several alternatives, the electronic version may not be
the ideal tool because it is sometimes difficult to respond to unanticipated questions by clicking
back and forth between slides. A hard copy will enable you to field unexpected questions more
easily.

Workshops: 1If you have been working with the senior management team throughout the
process, your presentation of the final alternatives as a workshop or group work session is partic-
ularly effective. In such a setting, the pros and cons of each alternative can be easily debated and
the best one selected or a hybrid recommendation created.

Presentations: Formal presentations are typically reserved for meetings with senior manage-
ment to solicit support or financial backing. These “big picture” presentations should include
only the executive summaries, outlining the why and how of the plan.

3.4 PROJECT DELIVERABLES

The strategic delivery of project data and analysis is crucial not only to the clear and effective com-
munication of recommendations to the client, but also to the successful implementation of the plan.
The series of project deliverables—strategic programs, lease audits, cost structure evaluations, im-
plementation frameworks—is described in the following sections, with the rationale for each.

3.4.1 Deliverable 1: Analysis of the Strategic Environment—
The Demand Profile

The first step in any strategic planning process should involve an evaluation of business challenges,
a study of the client’s strategic response to these challenges, and an analysis of a client’s operational
requirements. In evaluating the business challenge, the consultant must determine and appreciate
the strategic issues that are facing the client’s business. In so doing, you will gain insights into mar-
ket characteristics and their impact on the corporation’s strategies and eventual performance. The
external drivers that you evaluate will point to opportunities to help achieve better business results
through an improved corporate real estate and FM strategy.

In studying the client’s strategic response to the business challenges, you must undertake an in-
depth review of corporate strategy, business unit strategies, and existing CRE/FM strategies. Do
these strategies align or misalign with key corporate and business unit strategies? The extent to
which they do either provides insights into the weaknesses and strengths of the current strategies.

Having completed these evaluations, you are now ready to determine the client’s operational re-
quirements and analyze these in the context of the existing strategies” weaknesses and strengths.
This collective set of analyses can be combined into a quantitative and qualitative program of re-
quirements addressing macro-level needs and requirements for each major business group, and
quantifying the demand for space required in both the short- and long-term.

The product of these understandings is the demand profile, a summary that can be accurately
documented and subsequently refined. At this point, the consultant should establish a statement of
project vision and confirm this statement with the client. The accompanying dialogue allows all
stakeholders to arrive at consensus on project opportunities and encourages buy-in and acceptance
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of the recommended plan or strategy. Most importantly, this step enables the client to avoid costly
changes to the strategic plan at a later time in the process. This collective analysis of the strategic
environment in which your client operates defines the context in which your real estate and facility
recommendations will be implemented.

3.4.2 Deliverable 2: Analysis of the Current Framework—
The Supply Profile

The full meaning of the demand profile becomes clear when it is analyzed in relation to the supply
profile, whose accuracy depends on a series of quantitative and qualitative evaluations. On the
quantitative side, the purpose of the supply profile is to collect and analyze a series of components
for all real property assets:

1. Existing facility and real estate data including area, occupancy costs, lease commitments, and
ownership statistics

2. Current types of use, with assessments of highest and best use
3. Suitability as workplace/facility
4. Macro-building condition

Assessments of current real estate and facility assets may be grouped into four primary cate-
gories:

® Real Estate Assessment: Includes building name, location, ownership information or lease
terms/options, building square footage information, occupancy information, construction type,
and zoning classifications.

Technical Assessment: Focuses on mechanical/electrical/plumbing and life safety systems.

Architectural Assessment: Focuses on the overall condition of the building exterior and interior.
This assessment should include a review of optimal floor and building capacity, an evaluation of
existing utilization, and an evaluation of suitability for existing/proposed uses.

o Site Assessment: Focuses on evaluating existing site conditions, site utilization, relationship to
adjacent sites and their uses, zoning criteria, and planning policies.

When these data have been collected and analyzed, a financial analysis model may be developed
for both the individual and aggregate analyses of the real estate and facility assets. To ensure buy-
in, it is critical to develop this model in conjunction with the client.

On the qualitative side, the three categories of practice within the corporate infrastructure
should be evaluated: human resources, information technology, and corporate real estate practices
and policies. Each should be evaluated individually and in conjunction with the others. The pur-
pose is to gain an understanding of the infrastructure disciplines within the client’s organization
and to develop appropriate performance criteria for purposes of evaluation. This analysis will al-
low you to identify opportunities to integrate the infrastructure with workplace/facilities so that
work processes and the requirements of the departments in the overall business support each other
more fully.

The classification of data and evaluations into these two distinct deliverables, demand and sup-
ply, ensures clarity of purpose and discipline of analysis. And, since organizations typically know
less about their real estate and facilities than they think they do, your collection, reconciliation,
alignment, and confirmation of real estate and facility data can be one of the most time consuming
and resource intensive portions of the project. Yet, the effort is essential because the validity and ef-
fectiveness of your recommendations depends upon their basis on solid data.

Finally, performance measures already in place must be identified before you can begin to de-
velop scenarios. Further criteria for evaluation, developed in conjunction with the client, may in-
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clude projected costs, schedule, and risks associated with each strategy. These performance criteria
provide a basis for systematically measuring the success of the project, adjusting the strategy to
change as the client’s business changes, and monitoring success of the strategy in such a way that
they call attention to areas where improvements are needed and additional opportunities might be
found.

3.4.3 Deliverable 3: Recommendations for a New Framework

Only after all corporate real estate and facility assets have been analyzed, the client’s business chal-
lenge understood, and the operational and business requirements determined, could you establish a
new strategic framework. Several steps lead to the development of a holistic strategy that results in
real business value to the client.

First, develop and document a variety of possible scenarios and viable strategic alternatives to
set before the client. Each will reflect all inputs collected in the previous activities and be vertically
integrated with business unit objectives and corporate strategies. To assess the feasibility and
cost/benefit implications of each alternative, each will factor in multiple variables, including the
current and future space needs of operational functions, building condition and the cost of improve-
ment, strategies for exit and reuse of existing facilities, risk factors of implementation, and schedule
of implementation. Along with each of several strong strategic responses, a financial analysis is es-
sential to help determine which is the most economically feasible. To maintain buy-in with the
client’s financial executive leadership, it is important to keep this group informed as you conduct
the financial analysis.

In the final analysis, two to three strategies should emerge as the most likely to be economically
successful. These two to three should then be weighted with regard to a number of factors: eco-
nomic outcomes, ease of implementation, likely performance results, and impact on the client’s vi-
sion for their company and the project. Out of this weighting, one strategy should surface as the
best option.

A written document articulating the recommended strategy becomes the map that sets forth both
the overall strategic direction and specific action steps. This deliverable serves as the basis for any
future real estate decisions and implementation strategy. Its parts should summarize objectives and
requirements, current real estate with evaluation, alternative strategy scenarios with economic and
qualitative evaluations and overall assessments of each, and, finally, the recommended strategic
plan showing both short and long-term strategies, the recommended timetable, strategy goals, and
performance yardsticks.

Important to this deliverable is a “communication plan.” At this point in the process it is essen-
tial to manage the perceptual impact of the change that will result as the strategy is implemented.
The communication plan will detail for stakeholders the changes that will be occurring and how
concerns can be addressed (see Section 3.5).

3.4.4 Deliverable 4: Implementation Plan

Once the recommended strategy has been developed and articulated, a strong implementation plan
is necessary for its success. Any strategy will offer several possible options for implementation.
First, brainstorm and document the possible implementation plans for the recommended strategy.
Each option should contain a tactical planning schedule that includes phasing, move sequencing,
potential costs, and potential risks to successful implementation. Based on these criteria, select the
appropriate implementation plan.

Next, articulate the chosen implementation plan to show why this option was selected over the
others. Include an analysis of the required phasing, sequencing, and financing options. This deliver-
able is a necessary foundation for the development of a detailed funding and improvement plan.
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3.4.5 Deliverable 5: Evaluation and Refinement of Strategy

Shortly after implementation of the recommended strategy has begun, it is important to evaluate the
initial impact of the strategy. This will help to maintain executive support for the implementation of
the strategy and buy-in to the strategy. Further, it will enable modification of the plan to address
changes in the client’s business environment.

First, evaluate the early outcomes of the recommended strategy against the performance mea-
sures that were developed and articulated in an earlier deliverable.

Second, develop and articulate a recommendation for refining the strategy. The recommendation
should be based on two findings: aspects of the strategy that are proving less successful than was
anticipated and on changes in the outside business environment. Depending on the amount of
change that has occurred, it may be important to revisit some of the earlier deliverables, such as the
operational and programmatic data about the client or their corporate strategy. This deliverable
should refine the implementation strategy to reflect your findings with regard to it. In the end, this
step shapes the recommended strategy so that it can yield the best results possible.

3.4.6 Deliverable 6: Strategy for Continuous Improvement

Change is inevitable with every strategy. Since the business environment changes and evolves
rapidly, your client must have a plan for continuous improvement. This will articulate processes
both for monitoring the performance of the recommended strategy and for adjusting the strategy as
required by ongoing internal and external change.

3.4.7 The Essential Deliverables

The six deliverables we have just described are essential in developing a successful strategy.
To omit even one could have serious consequences in the outcomes resulting from the strategic
plan. However, a balance must be struck between the time it takes to develop these deliverables,
the needs of the client, and the speed of change in the client’s business environment. Without
such balance, the deliverables could be out-of-date before they are implemented. But this
plan is almost self-revising, designed to accommodate revision again at the end. Speed is indis-
putably essential, but not if it diminishes or shortchanges the efficacy of the strategy and its
implementation.

3.4.8 Case Study #3: Deloitte & Touche, Los Angeles, California

Due to rapid expansion and lease expirations in its Los Angeles basin locations, Deloitte & Touche,
a quality provider of professional services, was forced to address the issue of future space require-
ments. A productive partnership between Gensler and a real estate firm designed an accommodation
strategy to revamp D&T’s entire real estate approach on the macro level, while continuing to ad-
dress standard workplace issues.

The consultant’s approach to this project rested on the theme “building strategy from the inside
out.” After thoroughly assessing D&T’s existing real estate conditions, including head count projec-
tions, downtown and satellite space per square foot, and floorplate efficiency, Gensler and Studley
began the real estate visioning process. Leadership, knowledge sharing, relationship building, and
cultural clarity were identified as prevailing themes to guide emerging internal elements such as
communication, collaboration/concentration, training, flexibility/mobility, information flow, quality
of life, and community/culture. Alternative work programs were high on the list of priorities, offer-
ing employees ways to balance their work life with options such as flex-time, job sharing, building
location, touchdown centers, and building amenities.
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The end result included a centralized downtown location with satellites instead of branch of-
fices. This offered great flexibility in terms of real estate. Many options were available regarding
lease term, space design, and phased implementation. Methods of controlling space included pur-
chase, lease, use of existing buildings, or building new ones. Associated deal structures could take
new advantage of growth, availability of capital, and termination rights. Qualitative criteria in-
cluded a variety of amenities, enhanced security, parking, touchdown support for floorplates, and
phased implementation.

The rapid growth of the firm, increasing professional specialization, and geographically
dispersed offices demanded a higher level of communication to ensure that all employees were
adequately informed about firm direction, current projects, and upcoming changes.

3.5 STRATEGIC COMMUNICATIONS AND CHANGE INTEGRATION

Increasingly, clients expect consultants to provide services that reach out into the organization to
help support internal change initiatives linked to real estate strategies. Representing the “people
side” through change management and strategic communications has as much to do with human be-
havior and culture as with space and technology. Change management and strategic communica-
tions work in tandem to address the process for change, while recognizing that most organizations
face the same external forces, pushing them in the same directions. Change management and strate-
gic communications concern themselves with the crucial “how” when moving from a to b.

Driven by where an organization wants to be, change can be related to any number of variables:

e Leadership

e Work process

¢ People

¢ Physical space

e Technology

¢ Or combinations thereof

Understanding that none of these drivers can be addressed in isolation, the process for change
must be designed with all of them in mind. Moreover, the process must be based on the fundamen-
tal assumption that the link between them all is people.

3.5.1 Addressing the Variables in Your Audience

Simple rule: understand the audience as best you can before tailoring messages. Communications in
all its forms is about message delivery and reception—involving both senders and receivers; both
play a role in controlling message delivery. All too often in creating a message, senders do not in-
corporate their intended audiences into its construction and subsequently limit the chances for com-
munication to take place. In other words, they send out messages in a linear format not considering
the variables in the receiver that can affect how the message is “heard.” Incorporating those vari-
ables is fundamental to every strategic communications program and makes the process of message
delivery and receipt less arbitrary.

The audience variables that affect message delivery include the receiver’s needs, interests, and
accessibility. The path runs something like the communications model shown in Figure 3.6.

In this model, the receiver’s significant role in the construction and delivery of the sender’s mes-
sage increases the likelihood of message reception. The importance of the content of the message,
its accessibility to the receiver, and medium of delivery are built into the process. When planning a
strategic communications program as part of a change initiative, these variables become increas-
ingly important to ensure that the change leader’s messages are delivered effectively.
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FIGURE 3.6 Receiver-Responsive Communications Model, in Which the Receiver Arbitrates the Success of the
Communication.

3.5.2 Building Trust in a Time of Change

An underlying assumption to strategic communications is that the audiences with whom you are
communicating are integral to the success of the changes being implemented. Well-crafted, strate-
gic communications programs build credibility for change leaders. Information, delivered in a
timely manner, furthers understanding of the situation at hand and lessens the chances that the tar-
get audience will create their own interpretations of the situation—allowing the change leaders to
maintain a planned proactive communications position rather than an unpredictable reactive one.

By this, it is not meant that the change leaders are altering or “spinning” the truth. Strategic
communications is not about creating false information to quell the disgruntled masses, so to speak.
Rather, it is about creating and delivering messages in such a way as to increase the chances that
audiences will receive them and being prepared for potential feedback—in all its forms. Assuming
that audiences in any change situation are not sophisticated and will not understand the truth could
prove to be very costly to change leaders in terms of both credibility and potential backlash.

3.5.3 Selecting the Medium—Communications Collateral

What medium will best reach your audience? When planning a strategic communications program,
change leaders must determine how messages are to be delivered. Assuming that the audience
needs and is interested in getting information about the changes at hand and the change leaders are
interested in delivering information to meet organizational objectives, the receiver’s accessibility
needs to be determined and the medium for the message planned accordingly.

The variables here include addressing the cultural norms for the organization, and what
“stands out.” For example, an organization heavily dependent upon e-mail may or may not ben-
efit from the use of a different medium in order for messages not to get lost. In the attempt to
stand out, however, it is important to stay within the realm of vehicles which the target audience
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will use. It is also important to note that within the target audience, there will be a variety of
learning styles: auditory learners, who focus on the spoken word; visual learners, who learn best
from images; and kinesthetic learners, who learn best through a physical experience or, learning
by doing. Ideally, any medium for your message will incorporate all three learning styles in its
delivery.

Other considerations for message mediums include ensuring that the medium:

Clearly identifies its target audience, who understand the message is intended for them

Shows respect for the audience through the quality and content of the message, uses clear and
tone-appropriate language, and is of a quality that prevents them from interpreting a cost savings
measure or too casual language as a lack of respect

Is not so unique as to “outshine” or impede the message, making it less likely to be received

Takes into account the audience’s past experiences and current situations, as both will affect how
messages are interpreted.

Ideally, change leaders will build an evaluation stage into a strategic communications pro-
gram in order to measure receipt of the message and effectiveness of the medium. The value of
measuring program effectiveness will be to enhance future programs and further organizational
learning.

3.5.4 The Basic Steps to Strategic Communications Planning
Boiled down to the essentials, the steps to successful planning for strategic communications are:

. Isolate the issue
. Determine the organizational objective to be achieved through communicating
. Define the target audience

W N -

. Develop the strategy by determining:
¢ How the message should affect the defined audience
¢ How the campaign will meet the organization’s objectives
5. Select the media by determining what will work best for the audience in terms of credibility:
web site, brochures, one-on-one messaging, direct mail, speeches, advertising, newsletters,
personal letters, and the like
6. Determine the timetable
7. Calculate the budget
8. Design the evaluation process by determining:

* How to measure success
* How to generate audience feedback to ensure messages have been received as intended

3.5.5 Systematic Documentation of Process and Progress

It is crucial to be able to illustrate how the plan evolves. You will want to show the process graphi-
cally: assessment and discovery discussions fuel the visioning, which drives the preparation of
strategic directions, which are supported by specific tactical steps for implementation. The story
must live on the surface of the strategic planning process, visible to everyone, in order to accom-
plish the following:

* Illustrate that the planning process is credible, rational, well-directed, and achieving the outcome
agreed upon at its inception
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® Provide a graphic report for latecomers or people not involved in the process to see at a glance
both the status of the project and the strategic implementation steps emerging from the findings
of the assessment, discovery, and visioning phases

® Serve as a viable process record; a “how we did it” guide for future strategic planning efforts

3.5.6 Case Study #4: AT&T

AT&T’s Global Real Estate (GRE) division retained Gensler to deliver a change management pro-
gram that would assist in implementing a module for an integrated sales center. The model includes
a new shared work environment and introduces hoteling, nondedicated workspace for employees
frequently out of the office. Drivers of the sales integration strategy were a desire for increased
sharing of tacit information and a sense of community, as well as a business decision to control real
estate costs for investment in more strategic business areas. In most cases, the shift to a shared envi-
ronment takes place concurrently with office consolidations or relocations.

Gensler’s approach to the change management program for this project was three-fold. Due to
the scope and schedule of the project (15 sites, 1500 employees, and a six-month time frame, in-
cluding pre- and post-occupancy activity), the consultant designed a master process or template that
provided a framework, but allowed for customization at each site as necessary. The elements of the
template included:

1. Strategic Communications Plan: The need to inform both the management and employees
of each office of decisions that have been made gave rise to a planned process, showing how needs
would be met and issues addressed. The timing of information delivery is critical. If people learn
what they need to know, when they need to know it, then they will neither dismiss it because it is
too early to be relevant, nor panic because it is too late to be effective.

Sample materials include:

e Communiques to management and employees
¢ Information boards on-site

¢ User Guide for new systems

e Reference Guide for new software system

¢ Quick Start Guide for first day in the new space
¢ Post-occupancy surveys

2. Facilitation and Coaching: In order to understand issues specific to each site, the consultant
conducts site visits and senior leadership meetings at each site. The first interaction with the client’s
change managers, these visits drive the customization of the template. Meetings typically involve
introducing the change management program and coaching senior management regarding potential
issues and key messages. In addition, focus group sessions with key employees from each business
line discuss “on the ground” issues—again, to ensure that all issues are addressed before move-in
and that key messages are delivered. Post move-in, focus groups or town hall meetings assess ongo-
ing issues, including the effectiveness of the space itself.

3. Orientation and Training: Finally, the consultant delivers an orientation/training module to
introduce employees to the new work environment and to the technical aspects of the hoteling
software used to track space in the shared environment. These sessions also include a strong em-
phasis on the cultural shift and the change of mindset that may be required for adapting to the new
environment.
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3.6 THE LAST WORD

Strategic planning is a highly evolved and intensely collaborative process. It is demanding in its re-
quirements of time, commitment, resources, and physical and emotional energy. For these reasons,
it should not be undertaken lightly. The costs are significant and, when the effort is ill-defined and
poorly executed, usually not recoverable. Strategic planning means that before taking a step for-
ward, you must take a step back. From this vantage-point, a clear, encompassing perspective begins
to take shape. This perspective leads to an understanding of the questions that every organization
can ask to its benefit: Where are you going? Why? And which route must you take to get there?

ENDNOTE

1. Many people had a hand in writing this chapter. Their names, with the Gensler office where they work, follow: Francisco Acoba
and Charles Elliott, Washington, DC; David Gensler, London; Jim Oswald and Darren Roberts, Los Angeles; Janet Pogue and
Chris Nims, Denver.
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CHAPTER 4

BUSINESS TRANSFORMATION
AND FACILITY MANAGEMENT

Alex K. Lam, MTS MRAIC

President
The OCB Network
E-mail: alex@ocbonline.com

4.1 INTRODUCTION

Systems are only dear to those who cannot take the whole truth into their hands and who
want to catch it by the tail. A system is like the tail of truth, but truth is like a lizard. It will
leave its tail in your hands and then escape you. It knows that within a very short time it will
grow another. (Ivan Turgenev')

Leo Tolstoy received this correspondence from his friend and fellow writer Ivan Turgenev about
the systematization of truth during their time. It seems that people tend to be engrossed in the sys-
tematizing efforts and miss the real issue—truth. The analogy of catching a lizard’s tail is particu-
larly interesting. It reflects what businesses are doing at the close of the twentieth century. No one
knows what the future is like. It is as agile as a lizard. Everyone wants to lay hold of it, but all they
get is a fragment—its tail. It keeps running away and it keeps growing new tails.

Facility managers are like those who are trying to shape their organization to these tails. Most
companies handle their business transformation no differently. Business transformation is not new.
Businesses have been transforming their way of doing business throughout history; it is only in the
last decade or so that it has become more aggressive. The rate of change is more rapid and the need
to change is more urgent.

Businesses are here because they provide a product or a service to their consumers. Whether you
are selling groceries, books, furniture, or just providing a delivery service, your business must
change with the needs of the customers. In the past, customers and competition were the two key
elements that influenced companies to change. The formula for change was straightforward: how to
have more customers and how to beat your competitor.

Today these forces are more complicated. Technology has brought the world to your doorsteps.
Competition is no longer the person who opens a store across from you. Competition is someone
who enters into cyberspace before you. Customers are more sophisticated and better informed.
They also have more choices than ever and are no longer limited by space and time.

In this truly techno-info world, businesses are reengineering and reinventing themselves in order
to stay alive. New ways of doing business and the accelerated mode of delivery require a new breed

4.1
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of workers. This, in turn, requires a new kind of workplace, which, in turn, requires a new kind of
facility management (FM) organization. Few, if any books, on FM talk about business transforma-
tion—the closest to it is on organization or outsourcing. What most FM organizations do is just
keep up with the changes and adapt to the business environment as best they can. Businesses are
constantly bombarded with the corporate pressures of downsizing, cutting costs, and labor prob-
lems while still providing world-class service to their customers.

Different companies take different approaches to business transformation. It is the purpose of
this chapter to present the guiding principles of business transformation based on the author’s own
experience and observation. The model is the cumulative results of the failures and successes of a
particular company’s transformational experience.

4.2 THE CHANGING BUSINESS ENVIRONMENT

In August 1999, the three major banks in Japan announced that they had formed a new alliance to
be the largest banking group in the world. This alliance of Dai-Ichi Kangyo Bank Ltd., Industrial
Bank of Japan Ltd., and Fuji Bank Ltd. has total assets that exceed $1.2 trillion.? This is an example
of a trend today. In order to compete and be a leader in the industry, companies are joining forces to
form new entities which would spell superiority in finance, technology, research, products, and ser-
vice. Take a look at the world today. Mega-companies are being formed practically every day® (see
Table 4.1).

How would this affect the facility manager? What does the merger mean to the facility manager?
What would happen to the facilities and the office space? Will there be a reconfiguration of work-
space? How will facility managers prepare for this?

Martha A. O’Mara of the Institute for Corporate Real Estate suggested that because of the
changes in the corporate form, FM groups need to reconsider how they would provide services to
their client. Organizations are no longer hierarchical structures, but more and more relational in a
hybrid organizational structure. In other words, the traditional corporate boundaries are now being
altered between customers and suppliers and between employers and employees.* Relationships
may now span cities and countries. FM groups must find new and innovative ways to serve their
customers.

Changes in the business world, whether for growth, consolidation, or minimization, have great
impact on FM (see Figure 4.1). These changes bring about physical changes. Workspace needs to
be provided or modified to fit the new organization. Michael L. Joroff of the Massachusetts Institute
of Technology suggested that this new environment requires “an integrated spatial-technological so-
lution that provided both real-time information via computer-controlled sensors and opportunities
to ‘feel’ the actual production process.” The need to grow or to downsize keeps the facility man-

TABLE 4.1 Top Ten Mega Acquisitions

Value
Buyer Target (Billions USD)

America Online Time Warner 160.0
Vodafone AirTouch Manesmann 148.6
MCI WorldCom Sprint 128.9
Exxon Mobil 85.2
Bell Atlantic GTE 85.0
SBC Communications Ameritech 80.6
Vodafone AirTouch 74.4
Pfizer Warner-Lambert 73.7
British Petroleum Amoco 61.7
AT&T MediOne Group 61.0
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FIGURE 4.1 Corporate Changes and Facility Management.

ager busy. The FM organization must be able to meet these new requirements and practices when
the workplace needs to be reconfigured and people need to be reassigned or redirected.

Many companies went through restructuring and reengineering in the last decade. There were
external activities involving mergers and acquisitions jockeying into superior positions in the indus-
try. Still other companies maintain their existing operation with some re-alignment and restructur-
ing of business units. Most companies shed their noncore businesses and outsource. FM is noncore
and, henceforth, outsourced. Outsourcing can put a great disruption in the facility operation. It is
important, therefore, for organizations to transform themselves to anticipate these changes.

4.3 TRANSFORMATION IN THE BUSINESS OF FM

In May 1999, Royal Bank of Canada, Canada’s largest financial institution, announced that they
would sell off their downtown landmark headquarters in Toronto together with an extensive portfo-
lio of other properties. It was a total package of thirty-three buildings across Canada.® In September
1999, Oxford Properties Group together with the Ontario Municipal Employees Retirement System
(OMERS) and GE Capital Canada Inc. bought the Royal Bank package for Can.$827 million, com-
pleting one of the most extensive Canadian real estate transactions.’

A month later, Scotia Bank announced the selling off of a large real estate portfolio of eight to
ten buildings. At the same time, Canadian Imperial Bank of Commerce, the most aggressive bank
of Canada’s big five, said that they were reviewing their holdings. A few years back, they estab-
lished a separate real estate entity called CIBC Development Corp. What is going on?

The Globe and Mail, Canada’s national newspaper, quoted Andrew Lennox, senior vice-presi-
dent of real estate at Scotia Bank as saying, “We do not belong in the real estate business, per se . . .
we are not developers. What we are is an institution that uses real estate.”

For the same reason, Bell Canada, the largest telecommunication company in Canada sold off
their commercial real estate holdings to a developer in Toronto for over Can.$750 million in 1998.
The first group that started this trend was Canadian Pacific Ltd., which sold off their real estate for
Can.$952 million in September 1996.
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These large corporations all have their own corporate in-house real estate or FM groups.
Many of them self-perform all the operations and maintenance work and only contract out
work when they do not have in-house expertise. What will happen to these in-house groups in a
merger or acquisition? How do they retain their tribal knowledge and expertise within the organiza-
tion? How do they deal with the loss of productivity or efficiency during the transition? How
do they maintain employee moral during these turbulent times? How do they maintain customer
satisfaction?

4.4 THE BUSINESS TRANSFORMATION PROCESS

Outsourcing and downsizing are not business transformation—they are merely one outcome of
transformation and are definitely not “the” outcome. Massive layoffs as a result of such decisions
seemed to be in vogue in the 1990s and struck terror in employees’ hearts. Harold Geneen, the for-
mer chairman of ITT, describes downsizing as a “medieval medical practice of bleeding patients to
make them get better” and “nothing is more destructive of a company’s culture than these mindless

mass layoffs . . . whatever the former culture was . . . it is shattered and replaced by a new culture of
fear, anger, and looking out for number one. People won’t speak up, won’t innovate, won’t take
chances.”®

Initiating change and reducing the workforce should not be heralded to be the salvation for the
bottom-line, although the bottom-line is part of the equation. In order to achieve success, change
must be introduced with care and planning.

There are five components to the business transformation process: vision, integration, communi-
cation, transformation, and measurement, and each is described in the following sections.

1. Vision: Vision has no meaning if nobody understands it, if it is not shared, and if there is no
way to get there. Vision should be the overarching governance of all corporate strategies. It must
tell the employees where the corporation wants to go and what the corporation is going to look like.
The change agent must understand the vision and how this vision was developed. In turn, this un-
derstanding must be shared with the employees.

In order to get there, there must be an analysis of the “what is” situation and the “what should
be” scenario (see Figure 4.2). In order to do a “what is” evaluation, historical data is required.
Every company must keep and maintain a good database of critical information about its operation,
resources, and liabilities. Computerized FM programs provide such recordkeeping. Unfortunately, a
lot of companies do not keep accurate records of their facilities, people information, and their busi-
ness processes. By measuring the gap between the “what is” and the “what should be” environment,
a how-to-get-there strategy can then be formulated.

Some people use process-mapping techniques to identify these differences. The process map
will identify redundancy and disconnects. Disconnects are the “missing links” of the business
process where there is no accountability and no one accepts responsibility. Process mapping
provides a bird’s eye view of the business operation. This is the first step of any business transfor-
mation.

2. Integration: The purpose of integration is to ensure the diverse components of the different
groups are sharing the same culture, vision, and operations. When companies are acquired or busi-
ness units are being re-aligned, there should be a transformation process to unify the parts.

Figure 4.3 shows four business units as A, B, C, and D. These letters may represent the newly
acquired companies or the four newly established departments or divisions within the company.
Each one can be very different from the others in terms of business culture, practice, or tradition.
Due to the sheer speed of change, most companies did not allow time to design and execute a
proper integration process. The result is confusion among the worker as well as the customers.

This is particularly true in FM. Downsizing and consolidation bring together various parts of the
department with different standards and different ways of doing the same thing. Work processes
tend to be different because different people are running the business. The people may be from dif-
ferent localities with strong local influences and culture.
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FIGURE 4.2 Gap Analysis in FM.

No matter how many groups there may be, a well-implemented transformation process should
result in a common new corporate identity and culture. In other words, no more four separate
voices, but one voice—one brand.

3. Communication: Poor communication yields disastrous results. Communication from the
top down must be well presented so there is understanding and comprehension of the big picture.
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FIGURE 4.3 Business Transformation Model for FM.
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Vision must be made clear and easy to understand. The best buy-in for any change is not some
global mission slogan uttered by some charismatic change-agent. There must be a clear communi-
cation from the leaders about the vision and the reason.

Employees are our best assets. This much-abused slogan will backfire when action does not
match vision. Over the years, companies invested millions of dollars in the training of their employ-
ees. This wealth of knowledge (or competencies) resides with the employees and should not be
swallowed up by the black hole of downsizing. When employees walked out the door, knowledge
went out with them.

Communication must be two-way. Unfortunately, FM organizational changes tend to be top
down. Very seldom do the employees have an opportunity to input their concerns or suggestions.

An effective transformation process should include employee participation. The vision and mis-
sion must be explained clearly so that each one of them understands the direction of the organiza-
tion. Employees must be allowed to participate by giving their input to the process. Many employ-
ees have profound knowledge and experience in their particular field of expertise, whether it is
technical or customer oriented. Let the employees contribute to the transformation process; better
still, provide a forum or exercise for them to come up with ideas to reinvent themselves.

There is no need to sell change to the employees. When their contribution becomes the forma-
tion of a process, they will institute change themselves because they now own the process. The
shared-vision is part of their contribution. There is no need for buy-ins because the employees have
invented it and now they have the ownership.

4. Transformation: Transformation is change. There are two basic components to change—the
socio-technical aspect and the workplace redesign aspect. Socio-technical redesign involves the be-
havioral aspect of change—to change the human aspect of the workplace. This involves personal
change, as well as relational changes. Some people refer to this as the soft skills.

Personal change involves one’s own attitude and behavior toward the new paradigm. Relational
change refers to dealing with attitudes toward others. This may mean a complete new approach to
managerial approaches, such as team environment, self-directed or self-managed teams, or compe-
tency-based organization. In a competency-based organization, the evaluation system of the work-
force may be changed to accommodate a new set of rules and measurement factors.

Such changes may be implemented in stages. When Bell Canada’s real estate department went
through socio-technical redesign, it was introduced in several stages. First, the employees went
through a series of training sessions on dealing with soft skills. Courses such as conflict resolution,
communication, and customer service, were part of the curriculum. Second, the employees were
empowered to manage their own area of operation in total autonomy. Employee suggestions were
taken seriously and rewarded monetarily. The final stage introduced self-directed work teams when
the team reached maturity. In this case, pilot projects on a small scale were tested to ensure success
before the program was rolled out to the entire organization.

By the end of the transformation period, the company increased productivity and employees
were energized. Facility managers went from an old paradigm of operating at 20,000 square feet
per manager to over 1 million square feet per manager. Staff was reduced or redeployed to other
important tasks.

5. Measurement: Success cannot be realized unless it is monitored and measured. An evalua-
tion system must be instituted to tell you whether you have arrived or not. The result may call for
celebration or redesign. Transformation is an on-going process and has to be maintained, analyzed,
and enhanced. If you do not measure, you do not know when you are successful. If you do not mea-
sure, you will not be able to improve. Hands-on type professionals tend to shy away from measure-
ments because they are action oriented and want to get the job done.

Measurement metrics may fall into these three categories:

¢ Performance measurement related to own operation
Gross square feet served per facility employee

Operating cost per square foot
Operating cost per company employee
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Absenteeism, or better, presenteeism of own staff
Number of complaints per month
Safety records

Performance measurement related to service
Timeliness of service delivery

Quality index of service provided

Cost of service

Number of repeat calls

Customer satisfaction index

Performance measurement related to design
Rentable square-foot per employee

Cost of construction per square foot

Cost of construction per employee
Construction actual versus budget estimates
Churn rate

Measurement can be applied to practically anything. Most measurement deals with perfor-
mance-related tasks, like the previous examples. However, few people measure the effectiveness of
the organization by measuring the competencies. There are three key activities in determining core
competencies: “First, it must offer significant added value. Second, it must be unique and offer last-
ing competitive advantage. Third, it must support multiple end products or services.” Core compe-
tency issues will be discussed later in this chapter in more detail. Core and supporting competencies
must be measured and should be measured against a benchmark. Benchmarking with industry or
outside organizations may not be as accurate as benchmarking against one’s own organization. A
team of subject-matter experts within the organization can establish this benchmark. An effective
measurement is to compare year over year within the same group.

4.5 THREE KEY ISSUES IN FM TRANSFORMATION

4.5.1 Mission Critical Issues

A key factor that many people neglect is to ask the simple question: What is the one thing in our
company that, when it fails, will bring the entire company to a halt? This one thing may be the
computer center or it may be just a simple component within a complex system. A very good exam-
ple is the “millennium bug.” One embedded chip can bring the entire operation to a standstill.

There was a situation in Montreal a few years back during a commercial power failure in the
city. A prominent university was within the area of blackout. The standby power of the university
came on-line, as planned, to supply essential power to the university’s computer system. The uni-
versity was pleased that it did not lose any data. However, the refrigeration unit in the medical re-
search lab was not linked to the emergency power. Therefore, all of the medical research specimens
died in the process. For the university, the computer system where they stored all the students’
records was their mission critical item, but for the medical department, the refrigeration unit should
have been on their mission critical list.

In some cases, it may be some very small element within a large complex system that can cause
complete failure. Another power situation in Toronto revealed that the small $14.99 fan supplying
fresh air to the diesel room for the standby power unit became a mission critical item. It was not
connected to the emergency power supply and caused the failure of the diesel engine.
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Ask the question: What is that one thing which when it fails will bring the business to a halt? It
may be the UPS in a data center; the telecommunication lines in a call center; some relays in an en-
ergy management system; or even the chain of command in an organization that can block the deci-
sion-making process in a major business transaction. It may be the supply line in a manufacturing
plant or even your supplier of a key component in an assembly line. Whatever it may be, organiza-
tions must process map the critical functions and think through where this critical link may be.

The role of a facility manager is to ensure the company is housed in a safe and productive envi-
ronment for conducting business. The critical factor can be manifold: security, essential power sup-
ply, or air-conditioning.

Whenever we look at any business transformation, we must identify all the mission critical ele-
ments. This should be a systematic approach and every department should be canvassed.

4.5.2 Core Competency Issues

Companies invest millions of dollars training their employees over the course of their employment.
It is so sad to see many companies fall into the trap of letting their knowledge assets walk out the
door through downsizing exercises. Many downsizing exercises include a competency assessment
program to ensure they have all the necessary information about individuals who will fit the new
corporate profile and remain in the company. The projection of such an image regarding compe-
tency assessment makes people afraid. They view this as an excuse for the company to get rid of
them. The end result is either a poor reception or inaccurate results. However, a competency-based
approach to human resources planning and development is an important step in building organiza-
tions with a competitive advantage through its people. The key value of competency assessment is
to allow the corporation better resource allocation and diversification.'®

Competency can be defined as any skills, knowledge, behavior, or other personal characteristic
that is essential to perform a job and differentiate average from superior performance. Based on
competency research by R. E. Boyatzis, David Dubois defines competency models as, “those com-
petencies that are required for satisfactory or exemplary job performance within the context of a
person’s job roles, responsibilities, and relationships in an organization and its internal and external
environments.”!!

The goal of building a competency model is to identify what it takes to deliver excellent perfor-
mance in the target job or jobs. It is to provide a framework for recruitment and selection, perfor-
mance management and reward, training and development, as well as career planning. Furthermore,
the goal is also to design a practical tool that will fit and reflect the culture and future needs of the
organization. Therefore, each organization must develop its own functional model to suit its specific
business requirements.

The methodology is based on a set of pre-determined values of competencies compared to an in-
dividual’s achievements at those levels and can be very subjective in nature. Therefore, companies
should use an expert panel to determine the competency level an employee has to eliminate biases
and errors in judgment. A fully developed process is complicated and hard to use, so most people
become frustrated with it.

The first step in competency management is to define the objective of the exercise. What does
the organization want to achieve and why is the organization doing it? The FM organization must
partner with their human resources team to set the boundaries for the facility competencies so that
they will not only align and support the corporate values and strategies, but also help formulate the
facilities operations. Ask the question: “In what way would the FM team contribute to the corpora-
tion’s success?”” during the entire process for checks and balances.

The competency management process follows the following sequence:

¢ Establish an expert panel
¢ Appoint in-house subject matter experts

¢ Invite outside subject matter experts
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¢ Develop competency models
¢ Simplify and establish job categories
¢ Determine the competency levels for each category

The first step in the competency management process is to establish the “expert panel.” The ex-
pert panel consists of professionals in the field who are recognized by their peers as possessing
mastery of the skills. Sometimes it may include professionals from outside the company, as well as
customers who can contribute a more balanced view of the service delivery requirements of the
company. Subject matter experts guide the whole process to ensure the final result is realistic and
supports the corporate goals. Competencies for facility managers can be primarily divided into two
skill categories: technical and behavioral.

In 1992, the International Facility Management Association (IFMA) embarked on a detailed
study on competencies for facility professionals as the first step in their certification process. This is
the first, and perhaps the only, comprehensive document on competencies for FM. In the study,
IFMA defined competency as simply able to do with respect to the ability to perform duties and re-
sponsibilities to the standards of the profession.!? The International Development Research Council
(IDRC) established also their five core competency areas for corporate real estate professionals
when they prepared their document for their own certification.'> BOMI Institute, in their facilities
management administrator program, established their curriculum based also on technical competen-
cies, as shown in Figure 4.4. These are all technical competencies required for the facility practice.

Technical competency should be established by the expert panel and in accordance with the
needs and requirements of the company. For FM organization, technical competency may be under
the following key functional areas:

¢ Functional business management
e Realty management

e Facilities design and planning

¢ Facilities project management

¢ Facilities operations

FM Core Competencies
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FIGURE 4.4 FM Core Competencies.
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e Facilities maintenance
¢ Financial management
¢ Environmental management

¢ Business continuity planning

Behavioral competencies are sometimes referred to as “soft skills” or “emotional competen-
cies.”!* They relate to the management of people and business. Often, they contain values that the
corporation embraces as their culture. Some companies embrace in their culture a behavioral list of
over thirty-nine areas. Following is a simplified list of key skills for facility managers:

¢ Listening and comprehension

e Strategic business sense

Achievement orientation

Personal influence

Customer focus

Coaching
e Teamwork

Leadership

Critical thinking

Personal development

Life-long learning

John Micklethwait and Adrian Wooldridge, in their provocative book The Witch Doctors, sum-
marized the definition of core competencies by Gary Hamel and C. K. Prahalad as “the skills and
capabilities, codified and uncodified, that give a company its unique flavor and that cannot be easily
imitated by a rival. These collections of knowledge constitute its expertise, which is what gives
companies their competitive edge.”"

4.5.3 MacroErgonomic Issues

Workplace redesign follows the human side of change. The movement of personnel, the new team
culture, and the new work processes all have to be supported by the physical workplace. Not only
are socio-technical changes necessary, the physical environment to support work shares equal im-
portance. Changes that translate into new work activities must be supported by workplace redesign
to foster productivity; such is macroergonomics.

“MacroErgonomics (ME) is an emerging field in which the overall physical work environment
is aligned with the business objectives of the organization.”'® Workplace design deals with the ef-
fectiveness of the physical work environment that fosters the corporate team and entrepreneurial
culture. The end product generally would include some kind of new workplace configuration using
universal planning and workstation design. Flex hours and telecommuting were also a factor in the
workplace redesign, granting the employees more flexibility in approaching work.

The new generations of workers that are coming into the workforce render today’s workplace
non-geographically relevant.!” The workplace is not even territorial relevant. The Gen-X and Gen-i
(the Internet generation) workers come with a completely different value system toward their con-
cept of work. The traditional office and even the open office concept of modular system officing
ideas will not necessarily satisfy their needs. The way of working is now governed by technology
and individual’s goals and motivation. To respond to this trend, many companies have adopted vari-
ous officing strategies from telecommuting to a teaming environment, from office landscape to
teamscape concepts. To provide for such a new work environment must require a thorough under-
standing of how people work.

Downloaded from Digital Engineerin Library @ McGraw-Hill (www.digitalengineeringlibrary.com)

Copyright © 2004 The McGraw-Hill Companies. All rights reserved.
Any use is subject to the Terms of Use as given at the website.



BUSINESS TRANSFORMATION AND FACILITY MANAGEMENT

BUSINESS TRANSFORMATION AND FACILITY MANAGEMENT 4.1

Transformation in the physical workplace can yield measurable improvements in productivity,
employee satisfaction, and realty cost savings. Facility managers must take this into consideration
when designing a transformation process. Socio-redesign deals with the way people work. It means
a change in value, attitude, and habits. Techno-redesign deals with the way technology as a tool is
changing the work performance, and workplace design falls into this category. Workplace must be
seen as a tool to enable the workers to perform work more effectively. It is very similar to upgrad-
ing to a faster computer, except the facility process is more involved.

The socio-techno redesign of the work must be matched by workplace redesign. Such a redesign
may result in a more free-flow environment where the space is designed with opportunities for the
workers to engage in spontaneous and impromptu discussions, brain-storming, and even problem-
solving encounters. Considering the cost of space and furniture is only a small fraction of the oper-
ating cost of a company, there is no excuse to sacrifice an opportunity to provide an exciting work
environment to motivate creativity, innovation, and interaction.

Take the office of the ad agency of Chiat/Day in Venice Beach, California, designed by the ar-
chitect Clive Wilkinson. Creativity is the lifeline of their business. Their approach to officing is to
allow the workspace to energize creativity. “Chiat/Day doesn’t build new offices: It reinvents itself
every time it moves.”!® They see their company not as an office with workers, but a community of
many different teams of people who need to interact in various and many ways. The concept of an
urban community life reflects their thinking in space design. “What makes a ghetto, and what
makes a neighborhood? What’s the right mix of public space, play space, and private space? These
were the questions that we were asking ourselves,” explains Laurie Coots, chief marketing officer
of Chiat/Day. "

The Nortel Brampton Centre in Canada, designed by Hellmuth, Obata, and Kassabaum (HOK)
is another example where a similar concept transforms the way people work in a traditional manu-
facturing company. The 600,000 square-foot factory (circa 1963) resurrected in 1995 as a city in-
side a building, based on a city plan with main streets, colonnades, and plazas. The idea is to en-
courage people to interact spontaneously and since the entire office is all on one floor, they call
such encounters horizontal happenstances.* The redesigned office space can be a powerful force in
motivating people in the new agile work process. Physical workplace redesign must be part of the
business transformation formula.

4.6 THREE OBSTACLES IN TRANSFORMATION

4.6.1 Time

Change is not easy. Clinical psychologist Harvey Robbins co-authored Why Change Doesn’t Work
with Michael Finley and claims that in 40,000 years the rules of change have not changed. “People
generally will embrace initiatives provided the change has positive meaning for them . . . people be-
lieve what they see. Actions do speak louder than words. . . . Change is an act of the imagination.
Until the imagination is engaged, no important change can occur.”!

Business transformation involves change. In order for it to be successful, the process has to be
well-planned and well-communicated, supported by provable results. In addition, change agents
must understand what drives the people to change. Until a proper understanding is formed of the
forces that prevent people from changing, no plan is workable. Some of the obstacles encountered
by change agents are described in the following sections.

People are too busy to think. Downsizing has placed additional burdens upon the workers. Many
work long hours and find there is no time to do anything inventive. Even if people are willing to
change or they see a need to change, time prohibits them from doing it. People spend all their time
just putting out fires and have little time left to think and plan for the future.
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Rosabeth Moss Kanter of Harvard Business School observed that “midlevel managers at down-
sizing firms complain about having to do many more mundane chores because of cuts in support
staff. They report working more hours but getting less substance work done. They have less time
and energy to invent the future.”??

This is particularly true for facility managers. Downsizing has hit them hard. Experienced peo-
ple are early retired or laid off. The less experienced ones are burdened by extra workload in an ex-
tremely active workplace. They are running between satisfying the customers’ demands and meet-
ing their operational requirements. The continued drive to reduce costs further robs them of their
time.

4.6.2 Culture

The corporate culture is a strong influence on how people behave in the workplace, and more im-
portantly, how people think in relationship to innovation and creativity. Companies that have a long
history tend to have a well-embedded culture. This is a paradigm that they manage very well with,
as this paradigm represents the rules, guiding principles, standards, and protocols.”> Companies
need to explore new ways or introduce new ideas so that strong culture becomes a restriction.

The FM people have a strong value system. Their work is technical and they enjoy their work
and are dedicated to look after their facilities. Their intention of doing a good job becomes their
stumbling block. Because they think technically, it is difficult for them to get out of their box and
think differently. Their mentality is “don’t bother me with change . . . let me do my job” and they
view management activities as time-wasting exercises.

Business transformation must take this into account and allow such employees to free their
minds and think out of the box. It requires a paradigm shift—old paradigms will not work in the
new environment—a new paradigm is required. To manage a business is to manage within a para-
digm, but to change, the change agents must facilitate between paradigms.

Values tend to be developed and established early in life. Kurt Hanks calls it a “mindset map.
A mindset map is a mental model of how one views the world. This is developed and molded
throughout one’s growing up period by both positive and negative influences. This will in turn order
the way one interprets life (see Figure 4.5).

Individuals within the same generation tend to have the same value toward the way they view
life. The wider this value is (value dispersion), the more different they are from each other in ac-
cepting and approaching life (generation gap). This governs the way they work in society and in
business. For example, people who are born after World War II would have a very different view of
money than the Gen-X people.

Technology makes this generation relatedness supersede time and space. Teenagers in Toronto,
Miami, and Kiev have more in common with each other than they do with their parents.”> Dave
Arnott suggests that “people who join an organization with a particular value set will have the same
value set for their entire tenure.”?® In any corporation today, it is not unusual to find a value disper-
sion of four generations—such dispersion of values stifles change.

24

4.6.3 Leadership

A leader leads. Many great ideas and purposes failed because of poor leadership. Either the leader
is too dictatorial and causes a lot of harm to the troops or is so weak that the troops run in circles.
Stephen Covey in his paper, Three Roles of the Leader in the New Paradigm, identifies that the
leader of the future should have “the humility to accept principles and the courage to align with
them, which takes great personal sacrifice. Out of this humility, courage, and sacrifice comes the
person of integrity.”>’ Servant leadership style is rare in the FM profession.

In business transformation, leadership becomes extremely important. Any change activity will
bring about confusion, mistrust, and doubt unless the leader can provide a clear direction and gain
the confidence of the people. No clear direction as to where the business is going generally restricts
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FIGURE 4.5 Mindset Map.

the effectiveness of change. Changing direction in mid-course worsens the situation. Changing di-
rection too often spells disaster. The credibility of the leader is also a strong factor in achieving suc-
cess. Honesty, genuineness, and integrity are the three important ingredients of a change leader. The
change leader is the conductor of a great symphony—not understanding the instruments and
the quality and capacity of the player will never produce good music. The sound that comes out will
be painful to the ear and so will business transformation with a weak leader. Reengineering and
restructuring demand managers to be observant leaders. In this chaotic time, the manager must
possess leadership skills. Poor leadership with no direction guarantees failure in any business
transformation.

4.7 THREE COMPANIES IN TRANSFORMATION

Canada Post was the first major corporation in Canada to go through outsourcing in their transfor-
mation process in 1994. They owned 3,200 properties across Canada. More than half (1,800 proper-
ties) were small rural properties or offices which represented only 10% of their total space and 5%
of their occupancy cost. The local postmaster managed most of these offices. The head office pro-
vided training, standards, and policies to ensure uniformity in application.

In 1993, they began looking into reducing costs and human resources. Cost and customer ser-
vice improvement were the reasons to proceed to the outsourcing scenario. They divided the territo-
ries into east and west and outsourced it to two vendors in a 5-year contract. Their employees went
from 150 to 50, with one-third of them going over to the vendors.
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Nicholas Sirenko, Manager—Asset Management, Real Estate Department of Canada Post re-
flected, “Relationship with your vendors plays such an important role in ensuring success in an out-
sourcing scenario. This relationship is not static but is an evolving one. Out of such a relationship
you build trust and flexibility. Business agreements such as this are living agreements. It should al-
low you to make changes along the way. As the outsourcing industry becomes more and more ma-
ture in Canada, which means that there are more and more players on the scene, and they build up
more and more expertise and clients. The benefit at the end is not so much cost reduction, but the
ability to take advantage of the best practices and innovation coming from the outsourcers.”?

Celestica, on the other hand, is in a growth mode. In 1999, the $5 billion computer hardware
manufacturing company continues to grow by acquisition to maintain leadership in the industry.
Their target for year-end 2000 is to be a $10 billion company. They now have operations in the
United Kingdom, the United States, Canada, Ireland, the Republic of China, Hong Kong, Thailand,
Malaysia, Brazil, and Mexico, and are now planning for European expansion.

The FM organization in Celestica is a traditional organization in spite of the rapid growth in
their international ventures. The staff looks after the Toronto main office and manufacturing plant
and warehouse. In order to meet the rising need of the expanding company, they did not increase
their staff, nor did they alter the existing arrangement. Instead, they established a new staff function
within the head office to oversee the expansion program and establish standards and procedures for
the new acquisitions.

In their transformation process, they realized that they were no longer a North American com-
pany, but a global one participating fully in the global economy. Right at the start they outsourced
all new activities while leaving the existing facility staff intact serving the home office. They main-
tained flexibility in their approach. In a global operation, they respected the different cultures, lan-
guages, and local business ethics and practices.

Jaan Meri, Director of Corporate Facilities and Real Estate, Celestica, remarked, “Whatever we
do will be different next year. Fast-pace companies have to focus on growth.”” To ensure brand
consciousness, they provide a facilities council meeting to share best practices and experience twice
a year. They control quality and service by adopting standard practices and promoting ISO 14000
certification.

In 1992, the author embarked on a five-year transformation process for the facilities department
in Bell Canada, the largest telecommunications company in Canada. The objective was to align the
department to the volatile business climate and prepare each individual employee within the depart-
ment for the reality of the work environment of the future. Bell Canada at that time continued to
lose their market share in the telecommunication business similar to the early break up of AT&T in
the United States. Competitors continuously appeared on the scene, taking a piece of the action
from the 100-year-old establishment.

Bell Canada went through a series of transformations. After analyzing their existing condition,
they introduced a series of training on emotional competencies, teaching both the managers and
technicians the behavioral skills. The second step was to form functional teams and break down the
hierarchical organization. Self-directed work teams were formed and empowered. The next step
was to redesign the entire organization into a subsidiary wholly owned by Bell Canada. Compe-
tency assessment was introduced to recruit the right people into the new organization. People in the
new organization had to have the profile for the new entrepreneurial culture. The new company was
launched in 1995.

Throughout the entire process, which spanned three years, the employees were fully informed of
the direction and the outcome of the exercise. They understood the why’s and the how’s of the en-
tire process. Communication was paramount to ensure a truly shared-vision and came in the form
of newsletters, Intranet messages, posters, slogans, and celebrations. At every milestone, the em-
ployees were given the opportunity to participate and reinvent their future. The entire process re-
sembles the transformation model of Figure 4.2.

Communication and training are two enablers to position the new direction with the employees.
Throughout the entire process, people were informed of each step of the transformation. Partnered
with this, they were provided training to have a better understanding and acquire new skills.
With each training session, the mystery of the new work environment began to unfold before them.
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Because of the diversity in the group, people perceived things differently. Do not expect people to
comprehend the entire process in one sitting—understanding takes time.

Training is important at times of change. Unfortunately, most companies cut the training budget
first at times of restraint. James Kouzes, associated with the Tom Peters Group, stressed in his book
Credibility that training should be the top priority for any winning company. He cited the example
of the Ford Motor Company. Training was the backbone of the Ford Motor Company’s effort in the
1980s to restore its competitive position after years of continuous erosion of its market share.*® In-
deed, today Ford has built one of the best training centers in the country—The Fairlane Training
and Development Center in Dearborn, Michigan.

4.8 CONCLUSION

The new economy of the new millennium brings in rapid change. Managing change becomes the
critical corporate strategy in order to survive in the new global competition. Everyone tries to use a
crystal ball to predict the future and jockey their organization into position to be on the leading
edge. Books, seminars, and workshops abound on the subject. Words like competitive advantage,
customer-driven, service-oriented, core competencies, outsourcing, reengineering, and global mar-
ketplace have now become commonplace in the workplace. The process of turning these terms into
reality creates tremendous havoc in the workplace and in people’s lives.

FM organizations are having a hard time coping with ever-changing corporate directions. The
incredible movement of personnel at all levels creates a tremendous challenge to the facility man-
ager. The desire to satisfy and the threat of extinction via outsourcing coexist in today’s facility or-
ganization. As long as the corporate organization is there, facility organization must be organized to
serve it.

Business transformation must bring these elements together. The specific transformation model
must be strategic in the core of its design, aligning with the strategies and values of the company.
The tactical implementation has to be achievable and realistic. People must be the focus of the out-
come. Without the people, it is an empty organization. Transformation requires strong leadership,
and yet this leadership must also be sensitive to the guiding force of the followers. Thomas Pet-
zinger, Jr. of The Wall Street Journal wrote, “Organizations themselves are becoming leaderful. . . .
This institutional leadership emerges from the interplay of the few and the many, the top and the
bottom, the individually powerful and the collectively powerful.”3!

Good effective organization yields high productivity for the workers. As our clients are getting
more and more sophisticated, we must also position ourselves to anticipate their needs and requests.
The productivity of a facility manager depends on how this person is provided with the tools and
moral support to perform the tasks. Business transformation is a supporting exercise.

People are human beings and they are not just numbers in an organization. Charles Handy,
Britain’s foremost business guru, saw his predictions in The Age of Unreason became reality in the
1990s. He now sees that we are living in a paradox of trying to attain efficiency and economic
growth and neglecting the individual man and woman who made it happen. “We were not destined
to be empty raincoats, nameless numbers on a payroll, role occupants, the raw material of econom-
ics or sociology, statistics in some government report. If that is to be the price, then economic
progress is an empty raincoat. There must be more to life than to be a cog in someone else’s great
machine, hurtling God knows where.”*

If we are to make sense of the future, we must take up the challenge. We must make a differ-
ence. We must be the people who will fill that empty raincoat.
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5.1 FUNDAMENTAL PRINCIPLES OF FINANCIAL MANAGEMENT

FOR FM

Financing is all about creating value. It is about making smart decisions and leveraging assets to
allow an organization’s workers to be productive without disruption. Facility management’s
(FM’s) overall goal is to take care of the physical assets of the organization, avoid disruption to
ongoing business operations, and leverage (extend the life of) assets. Leveraging involves finan-
cial management skills and, in the facility world, focuses on two main areas: capital project eval-
uations and operating budgets.

Within these areas a wide array of financial analysis and decision-making principles and tools
can be applied to FM. Facility renovation projects are always competing for capital dollars with
other departments’ projects. Facility managers constantly evaluate the best buy between competing
alternatives. Difficult repair or replace decisions need to be made before a costly repair is autho-
rized. The return on investment for a new database or computer-integrated facility management
(CIFM) system needs to be detailed. Many other facility applications require financial analysis and
management skills.

Most facility managers report to the operating and financial side of their organizations and to the
chief financial office (CFO). It is the responsibility of the CFO to increase cash flow as much as
possible while reducing risk. If an asset is not continuously producing cash flow or adding value,
the CFO must take action. Underperforming assets can contribute to poor overall performance and
make an organization vulnerable.

It is therefore essential that the FM function be aligned with the overall organizational goals and
with the CFO’s business objectives. Financial analysis must be done with a proper perspective. Al-
though the financial side takes priority in many cases, there are other considerations and priorities,
such as operational, safety, and political issues that may have higher priority than financial returns.
It makes absolutely no sense to do full-cost accounting and life cycle analysis for a project on a
building whose lease expires in the next two years.

An important concept in all financial analysis is the concept of the time value of money. This
means that today’s liquid cash can be put to work earning income and will be more valuable in the
future than it is today. This is the basic concept of economics that drives today’s financial markets.

5.1
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Two other areas that facility managers need to be aware of are:

¢ Financial analysis and management must always be kept in the proper perspective: the overall
mission of the company

What is the overall financial view of their companies, such as:
What was the company’s stock price yesterday, last week, last year?
Why was the stock price up or down?

What was the key driver of corporate profits last year?

What will be the key driver in the next decade?

Who is the company’s most important customer?

Who is the company’s largest supplier?

What is the company’s average productivity rate, lost time rate?

How Financial Analysis Fits Into FM’s Organizational Role

How financial analysis fits into facility manager’s organizational role is a key question that is
unique for each company and department. FM is an internal service and a liability on the bottom
line. As such, it must create value and promote its financial contribution to the overall organization.
Financial analysis provides a standardized tool that helps CFOs and executive management to de-
cide where to put money. It is important that facility managers follow accepted financial practices
so that others can easily understand their analysis and make fair comparisons to other projects. It is
also important that they market their services and push their agendas to the forefront by using ac-
cepted financial analysis.!

This section deals with generally accepted financial principles from engineering and accounting
disciplines. Each organization will have its own customized financial practices and facility man-
agers must be adept at using their internal financial analysis tools.

5.1.2 The Goals of Finance and Accounting Principles

The goals of finance and accounting principles are to provide standardized tools that all companies
and finance managers can use, enabling comparisons between different departments and companies.
Success in decision making is enhanced by understanding the financial impacts of various alterna-
tives.

While most companies have unique and confidential financial goals, there are some financial
goals that are common to all for-profit companies:

¢ Lowest operating costs

¢ Highest revenue

e Maximize returns and profits
¢ Reduce risks

¢ Conserve capital

e Shortest time to market

e Minimum turnover

Facility managers must know and understand their company’s overall business plan and finan-
cial goals. They need to know how these assets are currently performing and their role in the overall
company’s goals. They must leverage their company’s physical assets in pursuit of, and to add value
to, these goals.
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5.1.3 The Fundamental Financial Analysis Tools

The fundamental financial analysis tools that facility managers use to perform project evaluations
and budgeting have evolved over the past ten years and now are focusing on return on net assets
(RONA). Here is a listing of these financial tools in chronological order:

1. Simple payback (SPB)

. Life-cycle costing (LCC)

. Return on investment (ROI)

. Activity based costing (ABC)

. Total cost of ownership (TCO)

. Return on net assets (RONA)

AU A W N

Each financial tool provides value and insight in a specific application. The history of these fi-
nancial tools has evolved toward higher and higher stakeholders. From simple engineering analysis,
such as payback periods, to the total cost of ownership—which encompasses more than life-cycle
costs—we have now arrived at a financial indicator that is used in most corporate boardrooms.

Every organization has its own unique internal financial analysis methods. In this section, we
will focus on seven financial tools that are commonly used by many organizations involved in FM:

Cost benefit analysis

Payback periods

Risk and return

Internal rate of return

Present value analysis
Return on net asset (RONA)

Off-balance sheet assets

The next section of this chapter will deal with life-cycle costing.

5.1.3.1 Essential Data. Before we get started, there are some basic data that are needed for all
financial analysis:

Discount Rates. Discount rates are essential to financial analysis. Other terms used are interest
rate, cost of capital, and hurdle rate. A simple discount rate is the company’s cost to raise capital.
This is the weighted average on all sources of debt and equity financing used by the company.
Many companies use a higher discount rate to reflect various risks. It is important for facility
managers to know what their current organization’s discount rate is and to use it in all financial
analyses.

Expense Budgets. Budgeting consists of two basic areas: expense and capital. Expense budgets
deal with ongoing operating expenditures and focus on the labor and materials to keep a facility in
good repair. There are always costs beyond a facility manager’s control which will impact budgets
and financial performance. It is important to plan for these. All budgets have some built-in contin-
gencies. Sometimes these contingencies are determined as a percentage of the total expense bud-
get—generally 2-5%. Many times they are listed as “miscellaneous” or “emergencies” line items.

Common expense items for all facilities include:

e Services: custodial, landscaping, security, and food services
® General Repair:  carpentry, plumbing, and roof
e Technical Repair: electrical, HVAC, fire, and mechanical

Capital Budget. Capital budgets focus on replacing aging or underperforming assets, and on
renovations and tenant improvements (TIs) to accommodate corporate churn and customer require-
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ments. In some organizations, facility managers have a specific window of time to submit next
year’s capital budget requests. Sometimes these requests are nicknamed “blue sky,” or “wish lists.”
After the facility manager submits capital requests, internal financial analysts lump all the capital
requests from all departments together and rank the projects by financial returns and fund those
within the company’s overall capital budget. Other companies will fund capital projects throughout
the year based on need and fund availability.

Project Evaluations. Project evaluations are important to the discipline of FM. When is a pro-
ject to be funded and when is it not? How do you decide? One of the main decision factors in giv-
ing a project go-ahead is financial analysis. Facility management needs to highlight the answers to
these questions in their project submittals:

¢ What benefits does the project bring?

¢ Will the project enhance business operations? How?

e What is the payback of the project?

e s this a customer requirement? What is the customer’s benefit?

e What is the risk? . . . of doing nothing? . . . of alternative projects?
¢ Is there an eminent safety, environmental, or health risk?

Before submitting their capital budget requests, facility managers need to perform an internal
analysis and push the project’s best benefits to the forefront. When financial analysts perform their
funding analysis, they are usually not aware of certain hidden risks or needs that are difficult to put
into financial calculations. It is the facility manager’s responsibility to call attention to these.

5.1.4 Cost Benefit Analysis

Facility managers typically provide cost benefit analyses for all substantial capital expenditures.
For expense budgets, they need to provide cost benefit analyses whenever an increase in budget is
requested. For example, if a facility manager wants to increase the frequency of preventive mainte-
nance on electrical systems or on roof inspections, an analysis of the benefits of a more reliable
electrical system or longer roof life would show the financial returns that can be expected and make
it easier to obtain expense budget funding.

It is somewhat more difficult to calculate cost benefits for expenses used in providing an internal
service that does not generate revenues, than to calculate cost benefits for capita. However, calculat-
ing cost benefits of avoiding disruption to operations and extending the life of physical assets is
straightforward and needs to be done. Facility managers need to determine the benefit and value
these improvements provide their organization. While it is impractical to calculate the return on in-
vestment for facility maintenance, it is easy to calculate the risk of lost business productivity lost
for each minute of electrical system disruptions and downtime for the electrical and back-up sys-
tems of a building.

If an overall facility operations and maintenance budget represents 1% of the organization’s
overall labor and operating budget, it is ludicrous to cut corners within a 1% budget that can affect
90%+ of the company’s productivity and on-going operations. The facility manager must have the
skills and marketing capability to put forward the cost benefit of their expense budgets and capital
improvements and the associated risks to the overall business of not funding these initiatives.

Manufacturing operations take no shortcuts when it comes to their budgets and potential impact
on production run-time. Having a production line stop due to poor maintenance of the electrical
system is not tolerated in the manufacturing industry. Mean time between failure (MTBF) and relia-
bility centered maintenance (RCM), along with numerous other programs are essential to reducing
the risk of production stoppage.? Similarly, facility managers must have supporting data and bene-
fits of minimizing electrical failures, providing good indoor air quality (IAQ), and having properly
operating physical assets.
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. Determine all benefits of the project

. Determine the life of the project or asset

Determine all front-end costs—include everything

. Calculate all on-going (monthly, quarterly, annual) costs
. Determine and add up all the on-going benefits
Calculate the simple payback as follows:

o Ao o

Start-up costs (c) + [on-going costs (d) X life cycle (b)]
Start-up benefits (a) + [on-going benefits (e) X life cycle (b)]

g. Financial results: SPB, ROI, IRR, NPV

FIGURE 5.1 Generic Financial Return Calculation Process.

Here is a generic process for calculating return on investment (ROI). This methodology will be
used in several subsequent areas of this chapter. In calculating ROI, the discipline of process
is most important. If using financial calculators, see section 5.1.6, Risk and Return, within this
chapter.

Let’s take the example of a CIFM (computer integrated facility management) software package
and calculate the return on investment for such a project following the generic process shown in
Figure 5.1.

a. Benefits of the Project

* Reduced labor—improved productivity
e Improved accuracy of data
¢ Faster retrieval of needed data

b. Life of the Project

In this example, the life of the project is not dependent on the life of the software, but on the life of
the CIFM concept, which could be as long as the building or company exists. A realistic CIFM life
may be twenty years.

c. Front-End Costs

* Hardware and software; prerequisite needs (workstation, OS, teledata/power connects)
¢ Purchase, maintenance, training

d. On-Going Costs

e Meetings, training, data entry, consulting
* Supplies, equipment, space, utilities, maintenance
e Upgrades, debugging/troubleshooting, compiling

e. On-Going Benefits

e Timeliness of data
e Space savings
¢ Budgeting savings—construction, space planning

f. Simple Payback Calculation

Start-up costs (¢) + [on-going costs (d) X life cycle (b)]

Start-up benefits (a) + [on-going benefits (e) X life cycle (b)]
In a hypothetical case, this calculation may look like this:

80k (c) + [20k (d) X 20 (b)]

100k (a) + [50k (e) X 20 (b)]

= 480k/1,100k = 0.436 years
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g. Financial Results

Convert the calculation in “f” to your own internal financial methodology or use one of the finan-
cial tools discussed in the following section.

In this example, the costs of $480k to start and operate the CIFM system will be recovered
within 3—4 months by the benefits the CIFM system will provide the organization. It is important
for the facility manager in this CIFM example to document and accurately enumerate the benefits
the CIFM system will provide to the organization. For example, in many companies, “time to mar-
ket” is a critical competitive advantage. A CIFM system may contribute (e.g., by shortening moving
cycles) to this timing and, therefore, this benefit needs to be included.

5.1.5 Payback Period

Payback period is a simple but powerful analytic tool that is commonly used to assess a project’s
return on investment—how quickly will the initial investment be recovered? There are several vari-
ations of payback period analysis. Simple payback analysis is most commonly used due to its ease
of calculations. The definition of payback period is “the number of years needed to recover the ini-
tial investment.”

‘When comparing two or more projects, the project with the shorter payback period is preferred.
Cash inflow (benefits gained), rather than net earnings (as used in rate of return calculations) are
used in payback analysis. A more robust payback analysis involves:

e Upside: Paybacks are easy to calculate and have applicability to most facility capital projects.

e Downside: Payback analysis does not account for the value of time, and it does not measure
profitability: what happens to cash flows after the project payback has occurred?

Figure 5.2 illustrates an example using payback period analysis. In this example, it is important
to note that there are many other possible calculations, such as lamp disposal costs, lumen deprecia-
tion curves, lamp cleaning, and possible socket replacement costs, etc. There are also other benefits,
such as improved safety, productivity, etc.

5.1.6 Risk and Return

Let’s face it, life has risks. Business decisions and operational management involves assessing the
possible risks and reducing them to maximize returns. Minimizing risk is becoming more important
in all business activities. Technology and business processes change quickly, unpredictably, and
with great uncertainty. Within this environment it is difficult to minimize risk because future factors
are continually evolving and changing. Risk management is fast becoming the preferred decision-
making tool. What is the risk of not doing something, or the risk of implementing a solution?

The ultimate goal in risk management is the creation of a single overall picture of the uncer-
tainty facing an organization. Risks are interconnected and interdependent. How do we describe
and define them? The “Risk Spectrum” identifies “global risks” and four types of “organizational”
risks: financial/market, political/regulatory, legal liability, and operational.

The key to risk management is to look at integrated, or strategic, aspects of financial/market, po-
litical/regulatory, legal liability, and operational risks together, rather than separately. The biggest
problem facing us, however, is how to measure all these risks in terms of their potential likelihood,
their possible consequences, how they correlate with each other, and how they will affect the facil-
ity operation. Risk assesso