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Whilst much of the debate on outsourcing focusesoffrshoring manufacturing to low-cost countries, i
many firms an increasing range of functions aremlized. These include, e.g., R&D, IT, adminiibra,
facilities management and even the sourcing funai® such (Agndal et al., 2007; Nordin et al., 20068 a
consequence, both the economic impact and the nuwhilservice client-provider relationships increase

Studies on service procurement, however, are asceglative to the sizeable body of literature on
purchasing of goods (Nordin et al., 2006). In paitr, service procurement processes and strategjigsin
poorly explored (Jackson et al., 1995; Fitzsimmenal., 1998; Axelsson and Wynstra, 2002; Smeléret
Ogden, 2002; Ellram et al., 2004; Murray and Kotal#99), and longitudinal research that followsviser
procurement processes over time is rare (Nordah. e2006). Therefore, in spite of their economipact for
many firms, we know relatively little about how timature of service client-provider relationshipsies
between contexts (Dyer et al., 1998; Gadde and @agR000) and, in particular, how they form overet
The aim of this paper is to begin addressing tlsbsetcomings. More specifically, its purpose i<teate a
dynamic typology of service client-provider relatihips.

We contribute to the debate on service sourcingdsponding to several recent calls for researth: (
Wynstra et al. (2006), Van der Walk (2007) and Beidis (2008) argue that service sourcing reseahchuld
recognize that a vital aspect of the service sogrprocess takes place during the production/dgliphase.
We recognize this argument by adopting a longitaldapproach spanning the entire purchasing pro¢2ks.
Among others, Nordin et al. (2006) argue that campee research is important to overcome the nedati
theoretical immaturity of the service sourcingdieWe respond to this call by contrasting publid anivate
outsourcing. (3) In a review of service sourcingdgs, Nordin et al. (2006) note that extant redeauffers
from a lack of theoretical grounding. We address ¢hiticism by adopting the concepational attitudeas a
way to create a relationship typology relevant® ¢ontext of service sourcing. (4) Nordin et 20Q6) also
note an imbalance in regard to the types of sesvioefocus in extant research; while IT and logssti
outsourcing have received most of the attentiomeroservices remain largely unexplored. To resportis
shortcoming, we focus on the sourcing of facilitiesnagement (FM) services.

FM services

Facilities management fthe integration of processes within an organipatito maintain and develop the
agreed services which support and improve the tftawess of its primary activitiesEuropean Committee
for Standardization (CEN, 2006). Although the riglmimportance of FM varies greatly between indastrin
many firms FM budgets constitute up to 30-40 %otdltspend (Amaratunga, Baldry and Sarshar, 2G0®@),
impacts the performance of organizations in manyswa.g. regarding control of resources, servideehy,
and supply chain management (Amaratunga and B&662).

FM can cover a wide range of services, often @ididnto “hard services” and “soft services”. Hard
services include asset and estate managemenmargaining air conditioning systems. Soft serviaesthe
other hand, include services like security, recgptcleaning and monitoring the performance of r@mors
such as builders and electricians. FM-contracts atsy include support services that ensure avéflabind
smooth operation for the buying party. The FM-basis increasingly characterized by the provigibn
integrated services, i.e. the bundling of sevezalises needed to operate functions, as indusinigérs look
for operational reliability involving minimum efforto allow them to focus on their own core actasti
(Varcoe, 2000). With increasingly complex integdagervice solutions, service providers seek to getier
through acquisitions or by establishing strategjiareces to expand their scope of service delivery.

Operational partnerships in FM

Depending on business, FM services vary quiteidersbly in business impact, complexity and risk. |
some cases, FM services may even be vital to asiaéss processes (Price, 2004). To many firmseheny
outsourced FM services tend to be less critical Bebchner, 2004). Services of lower importancedoe
business processes are typically regarded as kufimbmore transactional relationships, while s=@s of
high importance are viewed suitable for a deepelational approach (Axelsson and Wynstra, 2002).
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Nonetheless, most FM contracts are based on agpagrapproach since service clients often predenpgex
integrated FM solutions (Atkin and Brooks, 2000y Bervices are also often characterized by singlecing I

Formatted: Font: (Default)
Arial, 8 pt

|

contracts, something that is typically associatéith strategic relationships (e.g. Gadde and Snelaft@0;
Jonsson, 2004), this can be explained by the liattthe FM service provider takes a functional oesgbility
over a longer period of time (cf. Jonsson, 2004).

During the last few decades, forms of cooperatlmat combine aspects of the traditional market and
hierarchy (Coase, 1937; Williamson, 1975) have Hesguently discussed in academia (e.g., ThorE486;
Webster, 1992). Such intermediate governance stegtare usually referred to as hybrids and tafferdnt
shapes, of which partnering is one (Webster, 198Bgre is an extensive body of literature on paitige
(e.g., Mohr and Spekman, 1994; Vlosky and Wils@897t Tuten and Urban, 2001), but few researchers ha
conceptualized and classified different degrees paftnering. Mentzer, Soonhong, Zacharia (2000)
differentiate between operational and strategitneaing, where aoperational partneris viewed as a close
association intended to improve short term efficieand effectiveness, without the need for shasingtegic
information. Cousins (2002) offers an equivalenthacapt to operational partnering, namebctical
collaboration Drawing on Mentzer, Soonhong, Zacharia (2000ytveuori and Lehtonen (2006) develop a
classification of relationship types in an FM seed context, identifyingrm’s length operational partnering
andstrategic partnering relationships

According to Ventovouri and Lehtonen (2006) operadl partnering is a type of relationship usedniore
complex FM contexts where there is a need for eernolaborative approach as opposed to utilizingrams
length approach for single orders of simpler sawicSuch contexts include bundling of servicesher t
outsourcing of more strategic services where baher uncertainty and dependency contribute toeatgr
need for control. Accordingly, operational partngrhas been found to be frequently used in sitnatwhere
the strategic importance is limited as well asldaying more specialized and/or technically demagdiivi
services.

Relational Attitude

Studies on relational exchanges have been fouesetho be heterogeneous and equivocal in nature
(Wilson, 1995). For example, mature business miatiips may vary in relational orientation overei(Rillai
and Sharma. 2003). Similarly, studies on operatipagnerships indicate that they may vary in ddéon,
partly dictated by the nature of the service aagérceived importance to the service client.

Callaghan et al. (1995) argue that the relatian@ntation adopted at a certain point in time deiseon
therelational attitudeof one or both parties. The term relational adié refers to the proneness to spend time
and resources on a relationship (cf. de Ruyter \Afadzels, 2000). The relational attitude is notistat
however. Rather it may change over time, largelpedding ondevelopmentsn the relationship at a
managerial level. In the same sense as the exclarmggation may vary over time in terms of beingren
transactional or more relational due to dynamictexts (Pillai and Sharma, 2003), we assume that an
exchange party's relational attitude can be moreless deliberately tuned into different modes of
collaborative intent depending on variable contesftscting either party’s objectives during the ismuof the
relationship. Consequently, in the same way thas difficult to create dichotomies of relationshife.g.
Webster Jr., 1992), we argue that operational parg approaches should be viewed along a continuum
ranging between more relational and more distamgo

According to Callaghan et al. (1995) relationdltade is affected by four dimensions: trust, bowgli
reciprocity and empathylrustis an essential component of relational attitiéiqon, 1995) and develops
when the counterpart is found to be honest, faiting to reduce the other party’s uncertainty auis in a
timely manner. Furthermore, trust is important mpioving communication in terms of degree and
informality and increases mutual commitment, thigating a cooperative climate with less conflictoffgian
and Hunt, 1994) Bondingis similar to Morgan and Hunt's (1994) commitmeatiable and is the dimension
of a business relationship which results in thetigaracting in a unified manner towards agreed gyoal
(Callaghan et al., 1995). Partners tend to endnupelationships where there is a more or less even
distribution of outcomes (de Ruyter and WetzelsD@0OReciprocityis the dimension of a relationship
addressing the tendency of either party to profagers or make allowances for the other in ret@msimilar
favors or allowances to be received at a later. datmlly, empathyrefers to the ability of the parties to take
into account the perspective of the other paréy,to understand one another’s needs. Thus, tHagBah et
al. (1995) framework was applied for its perceivsgéfulness in evaluating and illustrating differevddes of
collaborative intent over time and subsequentlg helpful tool in identifying the dimensions whicbuld be
assigned to ideal types of operational partnefiing remainder of this paper is devoted to the dgeént of
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a dynamic typology of operational relationshipsrs&ithe method of an empirical enquiry into the -
phenomenon is discussed, followed by the presentaind analysis of that study. Finally some cornchss
are presented and limitations are addressed.

Method

The research presented here represents two eabiessbf operational FM partnership processes, twhic
were followed in real time for about one-and-a-hgdfars. For this type of exploratory and longitadin
approach (Pettigrew, 1985), Gummesson (2000) agch&n (2002) argue that observations and interviews
are suitable methods of data collection. Partidigdrservation has advantages when contextual setysis
sought and is better at revealing tacit knowledge anexpected behavior, while interviews are bedter
explaining certain types of emotions and underly@agises for some actions. Therefore, besides fgrmal
planned interviews thatwere recorded and transtribemerous informal meetings and discussions both
service client and provider representatives couteh to an understanding of the events and progesse
involved in the two relationships. To cover eadgges of the purchasing processes, retrospectiesviews
and the study of documents such as contracts apeksts for quotations were also carried out. Mgstand
observations were documented by detailed notedgakin

Theprivate case was followed from September 2006 to Januz08,2ut the timeframe of study includes
the complete purchasing process from the initiatiéging process in the fall of 2003. Participargeration
was carried out on 20 occasions, ten of which wingl client provider interaction, and ten of whiakolving
internal development meetings as the client. Thatdn of the observations was typically (in 15es3sone
working day. Eight formal, semi-structured intewgof 90-120 minutes were performed, six with thent
and two with the service provider. In addition, downts such as the contract, the RFQ, reportsteategic
documents have been studied.

Thepublic case was followed from August 2006 to January 2088@e the total time frame starts with the
tendering process during 2005. Ten participant masiens and eight semi-structured interviews of120
minutes were carried out, of which five were witte tclient’'s representatives and three with theiserv
provider. All participant observations involved balient and provider representatives. Eight oféheere 4-

5 hour contract meetings at a strategic level dddnby the management team. The remaining two
observations included a two-day contract conferewbere strategic, tactical and operational managers
participated, and a four-hour tactical level megtis in the private case, extensive complemergangies of
various documents were conducted.

During the course of the research the buyerstioeld attitudes were qualitatively assessed utifjzhe
four subcategories trust, bonding, reciprocity @mapathy. A holistic approach considering all sosiroé
input was used and at the end of the data colregiftase a time scheme for each case was develsped (
figures 1 and 2) to illustrate variations in redatl attitudes. The assessment the relationali@gtitvas done
approximately every three months and regularly wised with both buyer and service provider
representatives in each case. The graphs in figuand 2 are not the result of exact measurestamad be
viewed as a means to illustrate variations in iehat attitudes over time.

Two cases of managing integrated FM contracts

This paper compares two cases of managing the@wiag of integrated FM solutions with regard to
differences in relational attitudes adopted bydfents over time. Here, the focus lies on thewdeli phase,
i.e. activities taking place after signing the cant.

The following two cases are examples of direaglsirsourcing deals (Jonsson, 2004) running forrenge
of five years, which implies that they should bewed as strategic partnerships according to Vewotand
Lehtonen (2006). However, neither of these relatigus is viewed as strategic by the client companier
are they managed as arm’s length relationshipsheRathese client-provider relationships show dose
resemblance to operational partnering (MentzernBong, Zacharia, 2000; Ventovuori and Lehtonen 6200
since both involve complex bundled FM contractswieer, although being operational partnerships with
many similarities, the relational attitude of thkewts differ due to marked differences in earliev-
outsourcing experiences and formal requirementsenfendering process.

The Private case
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In the private case, PrivBuy was looking for atper to overtake a service company providing Fiivel I

as Human Resources (HR) services in 16 differenticse areas. The foundation for the tendering was a
broadly formulated specification and specific Seevievel Agreeements were to be formulated by éie bf

the winning service provider. A main underlying sador initiating an outsourcing process was trablam

of accomplishing a businesslike culture when intting with an internal organization. Thus, except f
improved cost effectiveness and scale economiesiagesment hoped to achieve increased focus on
development of existing service delivery processesiess to appropriate competencies and a general
development of the buying organization.

The supplier evaluation process included two pakrsuppliers who had both approached the client
offering their services for about two years priorthe outsourcing decision. While one service mewi
offered a standardized model for the delivery afises the other was regarded as more willing josido
the particular demands of the client. The formésrahtive was chosen since it was characterizea inpre
flexible and outspoken partner approach in whicketigpment efforts were to be mutually evaluated in
dialogue. This appeared to fit better with therdlie relative immaturity in buying services andudtare with
largely independent business units from top dowraddition, the chosen partner had better expezierith
regards to “softer” services such as salary, health and security services.

The first year (2004) was characterized by a guhaistablishment of the ordering organization and
routines at PrivBuy and service delivery processe®ualServ. The change of employer from PrivBuy to
QualServ for 180 employees in January 2004 wasvielt! by a year where new organizational structanes
routines were gradually established. In many waysas also a shift or new mix of company culturés.
important part of this initial process was to findd establish the delivery processes for each ceeiamd
therefore work in the first six months was focusen establishing Service Level Agreements (SLA)
Administrative routines were evaluated togethehv@ualServ and joint decisions were made whethaltéo
or establish entirely new ones. For example, thexe a basic need to formalize the purchasing psowéh
regards to services in PrivBuy’'s organization. Thiss a challenging task since there were no esteuli
invoicing routines in the sense that internal oiz@ions invoiced each other. Instead this wasesblas
estimated amounts in the form of accounting traitsag sorted out on a managerial level. Consequend
one at PrivBuy could give an accurate and detailetlire of the service needs internally, since ne ally
reflected on the consequences or costs of “hirthg”internal service company, or for bypassing tleem
purchase services from external providers in cadese the internal services were unsatisfactory.

During the second year focus was on developing#rgership, e.g. three partnership developmeyg da
were held. As a result of these activities the ises/were gradually reorganized into new servieasand a
discussion to reorganize the buying organizati¢éa iwo core areas FM (real estate and workplangcss)
and HR services was initiated. Representatives aih tparties agreed that the first two years were
characterized by a very nice and open positivetywgrg partnership climate. Of course there werestdjent
problems but these were always solved in a cortsteuand rewarding manner: “...no one expected &bteou
free journey...” (Controller). Thus, the two first ans were characterized by mutual adaptation and
cooperation and a strong relational attitude frarthiparties.

The intention for 2006 was to develop the partmigrinto a fully functional purchasing orientatiamere
PrivBuy finally was to let go of control at all lels in the organization and focus on proactivelyaging the
contract. However, at the end of 2005 and the Iméginof 2006 it was obvious for PrivBuy that soniegh
happened at QualServ. In a short period of timetthe top managers with responsibility for the PryB
contract resigned. Soon PrivBuy sensed a changdtitmde on a managerial level while the partnering
relations remained more or less unchanged on a opEtive level, i.e. for each service area. Kample,
the information exchange at the managerial levakemed remarkably when QualServ suddenly outsourced
salary services to a third party. According to Boy's HR-manager this caused unnecessary unrest and
uncertainty which could have been avoided with aenapen climate.

At about the same time Servinc started to makensléor additional payments due to additional sgsiof
20 percent which Servinc meant was thanks to sm@omplishments. PrivBuy, on the other hand, meeatt
the growth in demand for internal services after tlutsourcing could explain why the additional sgsi
appeared greater than they actually were. Howeé@rBuy did not rule out that some of the savingsav
thanks to improved processes but to motivate aditiadal payments, QualServ would have to preseahd
facts. In June 2006 the pricing negotiations turited outright conflict when QualServ managers tethr
making statements in the press about their accshpknts. PrivBuy initiated a crisis meeting wherigBuy
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often renegotiated on a regular basis (usually alty)u
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declared that conflicts were expected to be handigun the partnership and not in public. In Augasnew
round of negotiations took place, further emphasgizhe relationally harmful status quo — unless IQew
could present some solid facts there would be tra @ayments.

During the fall and winter of 2006, the uncertgiint the relation peaked when sales rumors reggrdin
QualServ were added to the already strained ralaRoivBuy even discussed the option of terminating
contract in advance due to these uncertaintieerAféveral attempts a compromise was eventuallgedgr
upon regarding indexed price adjustments for 200@&. main disagreement of how to interpret the embéd
pricing model remained unsolved and it was agreatiftirther
discussions had to be better in line with the austef the existing contract. In December QualSeas
bought by a financially strong risk consortium witte aim of further developing the focus on FM gas.
This fit well with the separation process of FM aH® services earlier initiated and the atmosphédre o
relationship improved. While QualServ enthusiaifjcaroposed further development projects, PrivBugs
quite content that the worst turbulence had enBesin PrivBuy's point of view 2006 was largely sesna
lost year with regard to partnership development e transition towards a fully functional contragth
greater freedom for QualServ to act was neverzedli

2007 was to become a period mainly where PrivBgcted its focus on internal FM development rather
than partnership development efforts. For exampidy a fraction of the total floor space of PrivBay
buildings is included in the deal with QualServ dhd efficiency improvement potential for a stamlized
FM-concept were found to be considerable. Alreadyind) 2006 PrivBuy had utilized cancelled partner
development days to initiate an internal developnpeacess towards formulating a focused FM-stratayy
vision to be thoroughly prepared for the upcomingchasing of FM-services for 2009-2014. An expévit F
consultant firm was contacted already in Januany am extensive FM-development project without the
participation of QualServ was run from May 2007Jemuary 2008. In parallel with the above, estabtish
routines in the QualServ-partnership were upheatd, BM development projects were supported as leng a
they could contribute to PrivBuy's new focus, afmovided they were in line with the FM-standardizat
ambitions. As a result of the earlier initiated mpa towards separating FM and HR-services all thary
contracts with QualServ as middleman were signedctdy with those parties actually performing these
services.

Analysis

Inspired by Pillai and Sharma (2003) the belowurfegis an attempt to illustrate the mode of thentls
relational attitude in the relationship over tiriée relational attitude is assumed to reflect flents change
in relational preference over the course of timelaRonal preference has been found to be affebted
antecedents such as industry structure, decisidingn&ulture, decision making-structure, tolerafmerisk
and the nature of purchase (Sheth and Shah, 2003).

Figure 2: PrivBuy’s relational attitude in the ogéonal partnerships over time

High ,
Relational /
attitude
Low 2004 2005 2006 2007 Time (yrs)
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Since PrivBuy’s intent was joint development, tetational attitude was high from the start. Durthg -~
tendering process a belief in QualServ’s abiligeslved within PrivBuy. The two first years of thentract I
were characterized by growing relations and muguatih relational attitude. Representatives of mdhties
describe the gradual development of trust toward®@en and constructive partnership climate dugng
intense phase of mutual organizational developn®&nbng bonds were built on managerial level.

The subsequent changes in management at QualSéne ifall of 2005 became a turning point for the
relationship. The atmosphere on management lewalnbe strained and the focus on mutual developmast w
replaced by a financially focused and more distalationship approach initiated by QualServ asrpreged
by PrivBuy. It was obvious that top management ablQerv was not content with the distribution of
outcomes. A prolonged disagreement on how contaptayment terms should be interpreted into redsiena
financial compensations for QualServ meant thatuadudevelopment efforts eventually was halted & fél
of 2006. At this time sales rumors started to appelaich further emphasized PrivBuy's uncertainties
regarding QualServ. During this processes deteimrain all four relational attitude dimensions wer
indicated in both interviews and observations.

Eventually, the financial disagreements were sblie a compromise solution and a new owner of
QualServ was announced which meant a boost to @ualhich proposed several development programs for
PrivBuy during 2007. Although PrivBuy felt relievehd relations improved after a period of confaod
uncertainty, PrivBuy’s trust in QualServ never nem@d to the levels expressed during the first years of
the contract. Therefore PrivBuy limited joint deygnent efforts and focused on an internal FM-depralent
project, including the formulation of an FM-visiamd strategy, eventually announcing the cancefiaifche
contract according to plan, preparing for a new mode formalized tender during the last year ofdbetract.
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The Public case

Originally, FM related services were first outsmed by GovBuy between 2000 and 2005. One of the mai
lessons from the evaluation of this first outsauggberiod was that the dialogue with the servicvigier had
to become prompter and more critical. Scorecardsdae introduced.

During 2005, the second contract period (2006-2@4&s put out to tender in a formalized manner in
accordance with the Public Law of Procurement. AfQRncluding in total 19 well specified Service legév
Agreements grouped into 15 major service areagdas the foundation of the tendering processddiitian,
added orders were an element of the contract imgdufbr example yearly plant revisions. Five poigint
partners were selected for further negotiationsctwivere later narrowed down to two, including thestng
provider. The final decision was, however, in favbra new provider (Servinc), since they were helito
have better capabilities to develop the servicéveleés. GovBuy, largely busy investing large antsuof
time and resources in its core processes for Weeykars to come, put high hopes on its well-dgxedoRFQ
and clearly communicated its desire to have a ddistpartnership where Servinc was expected tallfulf
functional responsibilities including developmeffoes for the service areas and the transfer & Workers
as independently as possible. The need for a prefbiee solution was GovBuy’'s main mantra.

The transition period from the old provider to Bec proved more difficult than expected when the o
provider refused to communicate with its competiéord meant that all communication had to involve
GovBuy. Eventually this dispute was settled, butirdythe process valuable time and information Vess,
which meant more work for both GovBuy and Serviueother problem was the worsened employment terms
for employees involved. During the first periodaaftsourcing, employees had kept the same bensfitsey
had when employed by GovBuy. Servinc, however, digtito renegotiate union agreements in accordance
with existing service industry standards, which washange for the worse for employees and as dt resu
Servinc had to spend much time and resources astiatgg with the Labor Unions involved during tfiest
year. For example, Servinc's organization was nodlized until April. After a stormy spring, union
negotiations were still in progress but halted thuéhe need to focus on the upcoming summer maintan
period of the plant.

At a management meeting in September 2006, tohwBiervinc’'s top management had been invited,
GovBuy harshly communicated the need for Servinentke assessments and make decisions in a more
independent manner. GovBuy's organization was &eljufor the contracted agreement and had let gbeof
tasks Servinc was expected to perform and GovBugepeed that they had to support Servinc to anrgxte
that was not satisfactory. Operatively, GovBuy perfed well in most areas but in terms of agreed
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developments, change management efforts and immevs very little had happened in terms of creating "~
problem-free solution for GovBuy as agreed. GovBugstioned the lack of support from Servinc’'s cntr
competence centers and a management report ingludiy figures of the developments of the overall
contract and each service area had not yet bedimegtaServinc, on the other hand, reported adjastm
problems, partly due to the difficult transfer ohgoyees. It was more difficult than expected teate an
entrepreneurial spirit, to make people more flexibhd interested in working in different areas whire
need was most immediate. Due to the above Servb@ral management initiated a restart project and
promised additional resources to develop its omgitn in several areas such as the implementafica
business process system and the hiring of a neal/toanager.

In December 2006 the parties jointly reflectedtloa first year together. The overall assessmeiioti
parties was that communication had to be impro¥exnt. example, Servinc criticized that service neieds
GovBuy's organization were communicated in an undim@ated manner from virtually all levels of the
organization which made it impossible for Serviagtovide successful feedback, and as a resultsended
distrust affected relations badly on an operatigeel. In addition, GovBuy criticized Servinc for tno
providing feedback on agreed areas of improvemsinte September. GovBuy meant that they could have
helped more if they had received information alpmrceived deficiencies. In terms of developmentyRiry
viewed 2006 as a lost year since all focus had deented on getting every service area fully openal.

In February 2007 Servinc hired a new manger. hitrest to the former manager, she encouraged ahctic
and operational level managers to work more indegety and to avoid consulting the strategic levEl
management on a daily basis. In accordance with, #tie avoided attending meetings at tactical and
operational level and instead allocated time to tnsérategic level representatives from GovBuy g
them with information and feedback on a regulaidh&shis probably contributed to the improved atptese
observed during 2007.

In March, GovBuy presented the conclusions of aditaeport which pointed at four main shortcomings
with regards to the contract: unclear organizattomanagement system not fully operational, undeidped
SLAs, incomplete integration according to GovBuyistructions. A re-audit was to take place in th#. f
This put further pressure on Servinc which preskmrteeport in April on what measures had been é th
restart project. Although not yet fully implementédargely dealt with the deficiencies preseniethe audit
report. During the spring, Servinc continued wogkio meet requirements as specified in the auditthe
organization grew to 129 employees. Furthermoreplpms of poor communication and attendance by
GovBuy representatives at SLA meetings on operati@vel were identified.

After providing GovBuy with satisfactory additidn@ervices during the most extensive summer
maintenance period ever performed at the planyl@eand GovBuy jointly arranged a two day confeeat
the end of September 2007 with the aim of creaieier communication and understanding between the
parties. All representatives of management groupgastical and operational level met to discuss how
communication between parties could be improveds iHitiative was highly appreciated and it wasaclthat
perceptions of the importance of operational mestiwere highly varied. While some service areas hel
operational meetings on a monthly basis as intenoéer service areas met only once or twice a gedr
there were no preset agendas regarding what sheuttiscussed. Further, the decision pyramid (gigte
tactical and operational levels) was poorly comroatéd by management on both sides and many paritsip
either had not heard or understood what types csid&s and responsibilities were to be performedazh
level. Generally, parties on both sides communétdifficulties in understanding each other’'s neadd the
joint potential for improvement was recognized.

At the managerial level, Servinc was yet again ymuder pressure during the fall and winter of 2007.
Although Servinc showed signs of continuous improeet—e.g. its business system was finally appraved
the re-audit—as well as mutual communication, GovBept putting pressure on Servinc, at least thabiwv
it was interpreted by Servinc. In a follow-up oétket-up recommendations for the outsourcing pe&2igib-
2010 these were found to be met at a rate of 7€pérthe main deviation being a development ptgéa
particular service area which had not been undentak was clear that Servinc had hoped for a bette
evaluation and when GovBuy announced a new follpvinuJanuary 2008, particularly aimed at scrutimgzi
financial goals, the contents of invoices, and ithie and content of added orders to the main antra
Servinc’'s management felt strained. GovBuy's pusacigamanager, on the other hand, meant that thiede k
of follow ups were primarily for internal purpose®mmpared to a supplier audit, and therefore the
provider/supplier need not be fully informed ofitsrpose.

Analysis
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A prompter and more critical dialogue to achieveprablem-free functional contract solution was -
GovBuy's goal when changing providers for the secfime-year period of FM outsourcing. During the
formal tendering process much effort was put inezlaring the need for a partner with the ability to
independently and proactively provide solutionshvat minimum of involvement from GovBuy. Therefore,
the relational preference was quite low from tretsind the need for a more distant relationalualti was
communicated.

Figure 1: GovBuy's relational attitude in the ogimaal partnerships over time

High A
Relational
attitude
\_//\\
Low 2006 2007 Time (yrs)

The first year was a disappointment in terms ofetlpment of the service areas, largely due tolprob
related to the overtaking of employees experiermethe provider. After Servinc had added more reses!
to the contract and hired a new manager, GovBuagtsfaction grew and client-supplier interactiordan
dialogue improved during 2007. Servinc’s improvemefforts increased GovBuy's trust in Servinc's
abilities and greater bonding was observed asudtresServinc’s new manager. Adjusting to suppbendit
remarks and showing continuous improvement nurgubetter relations with GovBuy was a positive boost
for the relationship. Gradually, GovBuy's pronenésshelp in terms of allowing more time to improve
communication at all levels indicated a more pesitelational attitude during the three first qaestof 2007.

Referring to the above it was tough for Servincréceive the results of yet another evaluation from
GovBuy in the late fall of 2007 indicating only #fercent goal fulfillment with regard to GovBuy's
expectations. From Servinc’s point of view it wésac that GovBuy’s could have shown greater empatidy
understanding. GovBuy, on the other hand, refemangewly discovered indications of consistentlgeiging
too large invoices for added orders announced th&ntion to perform a financial evaluation. Therries
expressed by both GovBuy and Servinc regarding etiwr’s intentions indicated that the relationitude
was again lowering.

Conclusions

Although FM services constitute an important st&rannual spend of the client firms in this stuBiy
services are not among the top cost centers. Ontlieg hand, similar to the findings of Fearon &ades
(1995) in both cases FM is among the most impoiasiness service categories in terms of volumégtwh
means FM is viewed as an activity with great savipgtential. According to existing relational ciéisations
both cases are examples of operational partnerimgntations (Mentzer, Soonhong, Zacharia, 2000;
Ventovuori and Lehtonen, 2006). However, their sifisations do not capture the dynamics of the
management of our studied relationships. Ratheherresearch reported here, we have tried tdrditesthe
variability of relational attitude over time. We Jea discussed how relational attitude is relatedthi®
conditions underlying a client's motives for adogtia particular orientation with its suppliers. Quases
show that operational partnering may assume quftereht cooperative modes during the course of an
outsourcing process.

Based on the findings that operational partnesshipy vary considerably in terms of the clientlatienal
attitude we propose a typology consisting of Evohary Operational Partnering (EOP) and Routine
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Operational Partnering (ROP). The typology was bperl based on the different expectations on intenmra
as expressed by GovBuy and PrivBuy in the provigéection phase and as communicated in contralts. T
dimensions of interaction were gradually identifigden comparing casebhe typology should be viewed as
dynamic, i.e. it represents the endpoints of aiesantn, along which relationships may be characteriz
differently at different points in time (see Tallle
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Table 1. Evolutionary and Routine Operational Raitry as Endpoints of a Continuum.

Dimensions of interaction Evolutionary Operational | Routine  Operational Partnering
Partnering (EOP) (ROP)
Communication Frequent. Premature interfaces. RiBbcused and well developed

for information overload as well ascommunicational interfaces.
information scarcity
Broadly formulated. Economic goal$pecific formulations. Economic goal
based on an estimated baseline jointlpased on earlier  outsourcing
agreed upon. Difficult to allocatg experiences.
historic costs to specific service areas.
Jointly developed with FM-prder.

(7]

Contract

Already established. May be revised
and adjusted in case of new provider

Broadly formulated. Depetbjointly | Specifically formulated. Revisions and
with service provider. further development during the course
of the contract.
Not in place. Needs to be developddirgely in place due to prig
and implemented. outsourcing  experience.  Smooth
implementation expected.

Less formal. Qualitative. rd/of- | Formal. Quantitative. Written quarterly
mouth. Oral reports and meetingnanagement reports expected by the
records. Buyer less demanding [ibuyer, including quality measures for
demanding regular written reports. Naeach SLA, financial status, scorecargs,
formal audit processes. planned and executed changes, etc.
Regular supplier audits and re-audits
Buyer more prone to dempmuyer more prone to demand

Buying organization

Service Level Agreements

Routines

Performance monitoring

Adaptation/Customization

customized services. Risk for lock-
effects.

nstandardized services. Keep it simple.

FM-strategy and vision

Not formulated. An “idea” gueely
communicated in client's organizatio

Formulated but not necessarily
communicated in client’s organization).

High. Needs help inveleping its| Low. Expects services to be delivered
service buying organization. Preparpa@t required standards as independently
to invest time and resources to achigvas possible by the service provider,
future savings. neither at better nor worse qualities

than expected requiring minimu
client effort. Tﬂ

Client’s relational attitude

By the help of our typology purchasing managemukhbe able to identify what characteristics tpent
depending on approach chosen, an idea of how nastiurces need to be spent depending on the dégieed
of operational partnership. Practitioners in batkearched cases referred to their different relsiips as
“partnerships” without clear distinctions. Whileetltoncept of operational partnering usually cormate
relational orientation lacking strategic conterite tEOP and ROP concepts, however, illustrate that t
relational content can be quite different dependingthe context surrounding an FM outsourcing ventu
Thus, the typology could serve as a useful toolpactitioners when deciding on a suitable openafio
partnering approach and also to communicate wlisintleans in terms of expected degree of buyer-gippl
interaction. It should be pointed out, howevert e EOP and ROP are stereotypical endpoints lestwe
which the status of a operational partnership kelyi to vary in dynamic contexts. In short, EOP is
characterized by more frequent interaction andoalgh development efforts are expected to be leathdy
service provider the buyer is prepared to take eiveapart in joint development efforts towards teet
services deliveries. ROP, on the other hand, isacherized by less frequent interaction accordmgre-
established interfaces and routines. The provislesxpected to deliver at predefined standards niegua
minimum of buyer involvement in terms of time amgdaurces.

An important limitation of this research must leeagnized. The vast amount of data has been redaced
describe main events, and we cannot claim to ptesepmplete picture of the processes involvedtheuny
the extent to which the model may be transferreother contexts is questionable. Therefore, futasearch
should examine its validity for other services amdustry contexts, e.g. by conducting further cstsglies.
Furthermore, a survey testing the applicabilityhaf typology should be performed.
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