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Facility Management in Austria 2012 - Value Add?
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ABSTRACY

20% of expenditure is linked to infrastructure (buildings etc.) and related services, so the
question is what value can Facility Management (FM) add for companies? Since 2005 the
Vienna University of Technology {TU Wien) has performed surveys in the area of Facility
Management on a yearly basis. The main goal was to define and identify parameters that
guaranice an economic effective implementation of FM which resulis in cost savings and
increase of productivity. Companies for the survey are selected randomly from the Ausinan
journal “Trend”, which publishes a list of Austria’s Top 500 companies every year {ranking
is sales driven}. This research paper presenis some first results of the current survey as well
as the next research steps to show the parameters that have positive impact on the efficiency
and effectiveness of FM. The research is based on the Mixed Method Approach.

Keywords
Facility Management, Value Added, Mixed Method Approach

i INTRODUCTION

From an academic/scientific point-of-view as well as mn daily practice there is a need to
mmprove the understanding of how Facility Management (FM) can become more effective
and add value to the company’s core business and the different stakeholders {Jensen et al.,
2012} Many books and publications refer to the benefits and savings from the use of FM.
Two articles by Lynch focus on maximizing FM’s contribution to sharehoider value and
therefore on economical value (Jensen et. al. 2010, Lynch 20023 and 2062b}. More than 80%
of the total costs for buildings are operation costs like costs for mainfenance or energy
supply, whereas only 10 to 20% costs are spent for planning and construction (Limke, 2003,
Nivy, 2006). As these running costs are still rising, a lot of companies have recognized FM
as a management strategy capable to reduce costs for facilities (Redmann, 20063 According
to different publications, it is possibie to save between 10 and 30% of the cosis of buildings
through the efficient use of FM (Nivy, 2006). Therefore, there is a need to determine the
economic effects/value added of the use of FM with the help of scientific models and
methods.

Since 2003 the Vienna University of Technology (TU Wien) has performed surveys i the
area of FM on a yearly basis. The first attempt to prove the profitability and efficiency of FM
was performed by Susanne Hauk. In her study she showed that companies using FM achieve

. ~ v - ., 2 . .
an increase of efficiency and productivity # as well as cost savings but also create more cost

in the questionnaire/survey productivity was defined as: Increase in productivity = More output with the same input ¢.g.
staff; respectively increase of output per unit of input.
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drivers™ {Hauk, 2007). This research paper shows further results of the actual survey as well
as a discussion of the next research steps to show and define the parameters that have positive
impact on the efficiency and productivity of FM, '

2 METHODOLOGY

According to Jensen et. al. FM value research needs both qualitative and quantitative research
methods. Quantitative surveys should be combined with gualitative data collection methods
e.g. personal intervicws, expert groups, focus groups with professionals and content analysis
(Jensen et. al., 2012). Therefore the Mixed Method Approach/Research was used to combine
these research methods (qualitative research paradigm is used for one phase of the study,
guantitative research paradigim is used for another phase of the study). The goal of Mixed
Method Rescarch is to draw from the strengths and minimize the weaknesses of both research
methods (guantitative and qualitative) in single research studies and across studies. Iis logic
of inguiry includes the use of induction (discovery of patterns), deduction (testing of theories
and hypotheses) and abduction (uncovering and relying on the best of a set of explanations
for understanding one’s results). Taking a mixed position allows researchers to mix and
match design components that offer the best chance of answering their specific (research)
questions (Johnson and Onwuegbuzie, 2004). The current study consists of four steps. The
qualitative steps had the purpose to prepare the next quantitative steps. Based on the results of
the qualitative steps, the gquestionnaire for the following guantitative steps has to be
developed. The quantitative studies had the goal to validate the results of the qualitative steps
done before (Rediein and Sustr, 2008). The qualitative steps were used to survey the
(potential) profitability and efficiency of FM. Based on the quantitative studies/steps, the
results of the qualitative steps were analyzed and validated (Haulk, 2007).

The whole survey process from creating the guestionnaire to cvaluating results is under
Y proce . _ ! : g

yvearly review {quantitative step). Results of expert interviews are mcluded in the existing

questionnaire. Questions are rephrased if necessary, added or deleted (Hizgilov and Redlein,

2011). The standardized questionnaire for the survey with closed and open guestions was

y pen g
subdivided into the parts: Companies in general and FM organization (e.g. guestions about
the industry of the company, number of emplovess), savings throush the use of FM, increase
¥ Y Y 24

of productivity through the use of FM, cost drivers through the use of FM, Outsourcing and

IT Support {e.g. questions about the use of an ERP and CAFM svystem}. Depending on the
i ] Y

answers there are up to about forty questions.

Companies for the survey are selected randomly from the Austrian’s Top 500 (ranking 1s
sales driven} published by the Austrian journal “Trend” (Leeb, 2012). Tools for the survey
were phone and/or E-Mail, Interviewees of the survey were the Facility Managers themselves
or if this position does not exist, the persons responsible for the FM tasks. The dats {answers)
was enfered in a MS Access database and afterwards exported into statistical programmes
and analyzed and evaluated {qualitative step).

3 FIRST RESULTS

This paper shows some first results of the quantitative part of the actual survey.

24 . [ . . . . P :
Cost drivers open up the possibility of differentiated cost planning and cost control. They are measures of cost causation
and resource use and cutput {Leidig, 2064}

209




731 Gepersh Pacts Oroanizzaton ol T
In the vear 2012, 87% of the surveyed companies (N=%2) had their own ¥ depariment. tn
the years 2011 and 2010 the portion of companies with own FM departments were doout S0%
respectively 87%. This siight decrease of companies with an own FM department can be
explained by the random sample. In 2012 more small companies participated in the survey.
However, the share of companies with an own FM department is still on a high level. The
importance of FM departments is underlined by its organizational integration within the
company’s hierarchy. In the year 2012 about 35% of ¥M departments are organizational
“integrated as staff unit, while ancther 54% are integrated as line function. Most of the FM
departments are staffed with 3 to 5 employees (2612: 30%). The share of companies with
over 30 employees is only about 3% in 2012. The trend is therefore towards smaller and
leeker departments. The (economic) crisis could be a possible expianation for this significant
change since 2007, where 14% of the companies were staffed with more than 50 empiovees
{Hizgilov and Redlein, 2011). The increased awareness for FM is also evident in the rise of
companies having a description of tasks for the FM area. In the year 2012 about 89% of the
surveyed companies had a task description. Companies having a description of tasks for the
FM department frequently have assigned the tasks to specific persons (88%). While only 12%
of the companies having a description do not assign to specific persons.

3.2 Value Added

Value Added™ of FM includes cost savings and increase in productivity on the one side and
on the other side cost drivers (Mierl, 2012). The biggest cost driver in 2012 was energy,
which was mentioned by 27% of the answering Facility Managers. This cost driver was
followed by more “labor-intensive” areas such as safety (13%), maintenance/repair (12%)
and cleaning (12%). The most relevant areas of cost savings in 2012 (number of
mentions/frequencies to total respondents in %) were energy (51%), cleaning {44%) and
personne!l (21%). Savings reasons are (sorted by number of mentions): new type of contract,
rates, technical upgrade, reorganization and utilization of synergies. In the evaluation of 2012
the area admunistration {18%) was the most named area in which an increase in productivity
could be observed (answers in % 1o total respondents). This area was followed by
maintenance/repair (17%) and personnel {16%). Reasons for an increase in productivily are

{sorted by number of mentions): process optimization, utilization of synergies and
personnel/employee workload.

4 CONCLUSION AND NEXT STEPS

The first results of the actual survey show that the share of companies with an own FM
department is still on a very high level. Also that FM is a very important tool to achieve an
increase in savings and productivity, As mentioned before, a lot of publications indicate that
the introduction of FM has positive effects on savings. This can be confirmed by the recent
study. An own FM department had positive effects on cost savings, especially in the areas
cleaning and energy. FM also leads to an increase in productivity. Most named areas were
adiministration and maintenance/repair. The authors already started o define statistical
models to prove if there is an (significant) correlation between different variables/parameters

30

in the past, ¢
concept that ¢

dded value was seen as a combination of price and quality. Nowadays added value is considered as a complex
n be studied from different perspectives. There appears to be broad consensus about added vaiue being the
ratio between benelits and sacrifices for the costumer. Risk is also mentioned as a separate aspect. The assessment of and

decision about added value invelves a trade-off and a cholce between different criteria — benelits, costs and risks — which in
themselves are difficull to compare (Kok et al., 2011}

2,
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Cramer’s V). In addition parameters were defined that have influence on the efficiency
M. According to Jensen et. al. still much work has to be done to learn about adding value
of FM e.g. identifving value drivers, examining the natmure of value and its dimensions
(Jensen et. al, 2012). The actual and next research steps will be to define even more
statistical models how parameters influence the value added e.g. prove if there is an
{significant} correlation between different variables/parameters {e.g. Cramer’s V, Spearman
rank correlation). Also an equivalent test could be used for comparing the verage
performance of two groups (Wilcoxon Test) to verify if there is a difference between two
populations on the basis of the random samples from these populations (De@ge, 2@08}.
Regression analysis could be used to make quantitative estimates of economic relationships
between different variables/parameters to specify that a dependent vaniable is 2 function of
one or more independent variables (Studenmund, 2006). Also more detailed analyses of
different industries and/or couniries are possible to gather more mlormation and an expansion
of the data about this research field and help to find out how general these results are,
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