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“In-source” Contracted Services
by Matt Adams, P.E.

F a c i l i t y  A s s e t  M a n a g e m e n t

There must be some real case
study now available in our
nation’s MBA programs that

has addressed our educational support
operations. To the younger students,
this area might seem non-glamorous.
For the more seasoned student,
the actual challenge can be more
profound. In the facilities business,
for example, there are plenty of
worthy topics for an MBA team to
address. Five or more years ago, the
topic of “outsourcing” facility man-
agement operations might have
been entertained. This subject
is well known, but not totally
exhausted.

For example, is it possible to create
a distinct contracted (outsourced)
business within the confines of our
nonprofit world? If the answer is yes,
and it is, then what does this do for
the institution and the facilities man-

agement department? Now this is a
new spin on an old idea that might
entertain MBA students for a few
months!

First of all, why would anyone even
consider such a premise? Isn’t this
mixing oil and water, so to speak? The
best answer to that question relies on
the old “pendulum” metaphor. We
have learned that too much outsourc-
ing is not good, and that too little is
not a solution either. Somewhere in
the middle of the pendulum swing is
the mix of services that is just right.
To that extent, our industry still has
room for much trial and error in that
middle swing area.

As I said, we have learned that it is
often practical to mix internal services
with outsourced services on our
departmental “menu.” The next ques-
tion becomes, are there practices that
the outsource contractors embrace
that we can borrow or mimic and
apply to our internal service centers,
a.k.a. cherry pick? For now, the an-
swer is yes, until our peers or some
super smart MBA students prove
otherwise.

There are three primary areas where
the contractors have better best prac-
tices than we do. These areas are cost

accounting, enterprise scalability,
and work-loading. With

respect to cost accounting,
most of us play a complex
version of the old shell
game. There is a financial
interdependency that
evolves over time that
makes it difficult to finan-

cially measure (account for)
and therefore manage the

various service centers with
fiscal accountability and

transparency. We should borrow
from the external contractors and
properly account for and allocate all

overhead so each service center is
clearly represented by its financial
statements. In other words, is it “real-
ly” breaking-even or is it a loser? Most
of us really don’t know the answer to
this for each of our FM constituent
departments. In other words, we are
not transparent.

The first move in organizational
change with respect to cost account-
ing is to recast the financial
statements and make the effort to
accurately quantify and allocate 100
percent of the costs in the department.
Some of our services are overhead and
some are chargeable. This exercise not
only creates the accounting systems
that can be reused for this exercise
year after year, but offers dramatic
diagnostic data for the department
and its service centers. One of the
service centers that delivers what are
now or potentially chargeable services
is an ideal candidate to establish as
the first “stand-alone” in-source con-
tractor within the overall nonprofit
department and institution.

For example, Wildcat Pest Control
Services Inc. (random name, I prom-
ise) should be setup as a fully
functional “contractor” built from
within our department. At the end of
each reporting period, the financial
statements should clearly indicate the
financial viability of the current
set-up.

Some would say that we don’t have
the option of being “scalable” in the
educational/institutional FM world.
For anyone who has ever endured one
or more budget cuts, you know this
is not really true. In our new world
of increased accountability and trans-
parency, this is one of the best
practices that we must borrow from
our peers in the outsourced contract
world. To do it, we must adopt
new business rules (policies and
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procedures) that more aggressively
manage both the supply as well as
demand side of our service centers.

Let’s take the more obvious first
practice: supply side management.
Like a contractor, we should know
well what our peak season is as well
as the slow time. Never again should
we staff for peak season. Contractors

“mason-jar” loading approach used by
most contractors is a reasonable start
for our in-house contractors. Using
this practice we populate our year
(jar) with larger or high volume proj-
ects (rocks) first and then fill in the
opening with smaller work items. If
done well, there is little room for last-
minute work that is unplanned. This

services that we can delivery very
competitively only creates more re-
sources for internal reinvestment into
the service center—or ultimately re-
duction in overhead cost recovery
rates. This practice, if successful, is
better than outside contractors in that
the margin is kept in the institution
and reinvested.
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don’t do it, nor should we. In short,
there is some average load between
peak and trough where we can fully
charge the cost of our in-house staff.
To meet the peak load, we have to
utilize more options like casual labor,
overtime, contract labor, etc. It is
doable; the contractors do it every
summer!

The other side of the equation is
demand management. Supply man-
agement alone won’t be successful.
Only a few of our peers are willing to
do this, but this practice will only
grow in acceptance. In essence, the
FM department and its service cen-
ters can say “no” on occasion. In
some cases, the “no” may take the
form of prohibitive premium charge
rates or lower response times or some
other disincentive, but it must be a
response that is at our disposal.
Contractors pick and choose the jobs
they take and don’t take. Our in-
house contractor should adopt a
version of this technique. We are
not funded to do everything, so we
shouldn’t try!

Finally, a good contractor masters
the art of work loading his or her
crews. Our approach is largely reac-
tive in the institutional world. For
example, if our service centers find
out what they are doing each week
only when they see the output on the
printer Monday morning, we are not
actively managing the work load of
our staff. Much of this practice
requires gradual improvement of
the customer—service center rela-
tionship. In fact, the basic

reality must be communicated to cus-
tomers, just as a contractor would
say: “I am sorry we don’t have the
ability to do your work until next
month.”

What about margin on projects?
This is a new area for in-house con-
tractors. Is it reasonable to charge a
“fair” rate for services rendered even
if our department has a competitive
advantage and can do it for less? I be-
lieve it is. Ultimately, there is no profit
for us. As such, an internal margin on

This idea offers an opportunity for
one service center to adopt and try
some new best practices, even if they
are from the “competition.” If they
work, the department and the institu-
tion win. There is no harm in trying
these practices, only lessons learned.
We are called upon to improve our
operations and some of the tools used
on the outside are worth trying within
our institutional service centers. Per-
haps we can have the best of both
worlds.

An internal margin on services that we can deliver competitively only creates more resources for
internal reinvestment into the service center—or ultimately reduction in overhead cost recovery
rates.
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Encapsulation!
Combine encapsulation technology with our Mach-12™ low moisture 
carpet extraction system for the fastest, deep cleaning ever.

It will clean and extract up to 12,000 sq. ft. of carpet per hour up to eight
times faster than conventional equipment.

The low moisture (10% moisture) cleaning solution is applied with a 
24" wide full bristle brush. Detergents surround and release dirt 

from  fibers — crystallizing polymers encapsulate detergent residues 
and greasy soils where it is immediately extracted with powerful 

built-in vacuums in ONE forward pass, by ONE person. Carpets 
get cleaner and stay cleaner with anti-resoil detergent.

As labor represents 85-90% of total carpet care costs,
the Mach-12, with its fast, deep-cleaning and fast 

drying of carpet (usually one hour or less), reduces 
labor time and frees up the cleaning staff to 

complete other tasks. It's absolutely the fastest 
deep-cleaning carpet extraction system ever 

developed to help reduce your labor costs.

Visit us at: www.vonschrader.com 
or call 1-800-626-6916 

It’s the buzzword in carpet cleaning chemistry,
but it’s nothing new with us.
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