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THESIS ABSTRACT
This thesisinvestigatesand compareshow the peopledirectlyinvolvedin differentlevels
of hotelservicesoutsourcingrelationshipsstructuretheir experiences.The thesisis based
on the perceptionsof those directlyinvolvedin the outsourcinginteractionbetweenthe
privatecommercialservicesprovidersand their publicsectorclients.The researchis
informedby literaturefrom outsourcing,resourceacquisitiontheories,TransactionCost
Economics,interactionrelationshipmodeland structurationtheory.The studydescribes
eightexploratorycase studiesfrom selectedNHStrusts in the GreaterLondonarea and
in
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these
behind
directly
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themes
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those
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structuredexperiences
explains
public-privatesectoroutsourcingcontractualrelationships.
The thesis contributes to our understanding of interaction and relationship model but takes
its point of departure from networks to extend its focus from reducing transaction costs and
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RESEARCH QUESTION
How do the key people involved in the hotel (support) services outsourcing
relationships structure their experiences?
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Chapter1
1.1

Introduction

Introduction

This chapter provides a brief introduction to the work presented in this thesis and outlines
its structure and layout.
The thesis is based on the studies of eight selected National Health Service (NHS) trusts
in the Greater London area with respect to "hotel services" outsourcing that includes
cleaning, catering, laundry, portering and housekeeping.These are also called support
services. Both terms will be used interchangeablyas the interviewees used them. The
economic recession of the 1970's may have forced many companies to focus inwards on
their basic businesses (M61lerand Wilson, 1995), in favour of outsourcing and alliances to
leverage resources for sustainable competitive advantage (Cross, 1995; Das and Teng,
2000). Outsourcing refers to 'subcontracting construction components, sub-assemblies,
products or services to another company for results' (Fill and Visser, 2000; Jennings,
2002). For services outsourcing, results become a quest for a continuous, reliable,
uninterruptedservice (Cross, 1995; Fill and Visser, 2000). A resource is defined as an
(Helfat
has
to
input
to
that
access
asset or
production
an organisation owns, controls or
and Peteraf, 2003:999). Thus, outsourcing of non-critical functions enables companies to
focus on their core businesses, enhance specialisation or build capabilities' for competitive
1997).
Teece
Hamel,
1990;
(Nelson
Winter,
1982;
Prahalad
al.,
et
advantage
and
and

Thereis a growinginterestin outsourcingas a potentialsourceof competitivenessand
valuecreation(Grimshawand Miozzo,2006; Huber,1993;Leavy,2004; Sveiby,1997).
Areasoutsourcedhave burgeonedfrom informationtechnology(Cross,1995;Lacityet al.,
1995)and non-coreactivitieslike administration,security,productmarketing,cleaning,
cateringand payroll(Davis,2004, IPD, 1998, Rock,1999;Quinnet al., 1990),to skilled
(Grossberg,
funeral
(Peisch,
2003),
1995),
logistics
(Lewis
Suchan,
service
personnel
and
2004),capitalprojectsand total facilitiesmanagement(Alexanderet al., 2004).
Oneof the most excitingtrends in organisationand managementstudieshas beenthe
sustainedinterestin resourcesfor enduringcompetitiveadvantage.A streamof studies
(reviewedin chapterthree) show how organisationsattemptto meettheir internalresource
needsthroughinter-organisationalrelationshipsuch as strategicalliancesand outsourcing
that enablesometo refocuson core activitiesand developthem as sourcesof sustainable
1Capability refers to firm-specific
a
attribute "to perform coordinatedset of tasksutilising organisationalresources
(assetsor input to production) for the purposeof achieving a particular end result" (Helfat and Peteraf,2003:999).
I

advantage. Studies in alliances and outsourcing stress the importance of business
relationshipsbut few are focused specifically on hotel services in public organisations like
the NHS. The notable ones are studies in hospital accounting in New Zealand (Lawrence,
et al., 1997), a collaborative research in Palestine (Hardy et al., 2003) and a study in the
effectivenessof Transfer of Undertakings (TUPE) in employment relations of those being
transferredfrom public sector employment to the commercial sector (Cooke et al., 2004).
The Industrial Marketing and Purchasing Group (IMP) have studied and advanced our
knowledgeon buyer-seller dyadic relationships and networks (Ford, 2002; H6kansson and
Snehota, 1995). However their focus has been on providing a framework for safeguarding
specific investments and reducing total transaction costs through long-term relationships.
This thesis does not involve itself with the myriads of relationship networks on either side
of the contractual relationship between services providers and their clients but the thesis
validates the work of the IMP group in the context of outsourcing and advances their
interaction model to adding value to services offering through innovation and learning.

Throughoutsourcinginteractionbetweenpurchasingmanagersand servicesproviders
thereis a perceptionof mutual learningand the transferof knowledgeand skillsthat
been
have
Ancillary
difference.
workers
enablemanagersand workers,as agents,makea
trainedand developed,equippedwith knowledge,skills,competenceand improvedselfimageto liberatethemselvesfrom manualworkersto professionalsin supportservices.
Somepurchasingmanagershave used providerinvestmentsto liberatethemselvesfrom
the dungeonsof the basementto betterfacilities,whichsome of them manage,controland
their
departments
Many
have
transformed
their
ultimately
and
maintain.
roles,position,
organisations.Consequently,managersand the workforcehave beenenabledto enhance
their roles,jobs and departmentsthroughsupportservicesoutsourcingrelationships.
Structurationtheory (reviewedin chapterfour), accordssuch managersand workersthe
capabilityof knowledgeableagents,able to use resourceslike outsourcingand contractor
investmentsas opportunitiesto make a differencein pre-existingstate of affairs(Giddens,
1979,1984).The perceivedchangesin the roles,jobs and positionsof managersand
workersdocumentedhere are testamentsto such a difference.Agentsare knowledgeable
by virtueof what they can do (know-how)and not what they know, henceshiftingthe
2005).
Stones,
from
1999;
theory
to
(Pleasants,
emphasis
or mechanismsalone practice

2

Thus, this thesis extends our knowledge of structuration theory from a theory of action and
a sensitising device to a theory of liberation through the capacity for action (power) of
agents to use resources to make changes that transform them.
My choice of structuration theory (Giddens, 1979,1984) as a philosophical underpinning
for this thesis stems from the episodic nature of changes occurring in the health service
which suggests that structuration theory may be a suitable interpretive tool. The ability of
structurationtheory to bridge the philosophical divide of subjectivity and objectivity (Burrell
and Morgan, 1979) and other dualisms identified in social research, eliminates the
restriction placed on social research by a purely Positivist or Contructionist study.
Structuration theory (Giddens, 1979,1984) charts an epistemological middle ground by
combining concepts from other disciplines and schools of thought. Human activity, to my
human
be
The
of
voluntaristic.
actions
mind, cannot
seen as purely pre-determined or
but
forces
by
to
are
outcomes
produce
predictive
agents are not programmed
structural
the interplay between agency and structure 2, hence Giddens' notion of "duality of
structure", which constitute social structures that are the very medium of this constitution.
For example, support services managers and the workforce have access to organisational
interaction
draw
been
have
they
with
at
upon
can
rules and
equipped with resources
departments
jobs,
their
difference
to
to
and
them
roles,
services providers
enable
make a
transform their professional image. However, because human knowledgeability is always
bounded (Giddens, 1984), the action of these agents produces unintended consequences.

Theseunintendedconsequencescreatethe foundationfor new actionthat enablesagents
to makechanges(Kaspersen,2000).Thus, this thesis uses structurationtheory(Giddens,
1979,1984)as a flexible philosophicallens to identifyand explainthe underlying
both
the mediumand
that
generativemechaniSMS3 producesocialstructures,which are
the outcomeof interaction.These structuresare rules and resources- knowledge,skill,
expertiseand experienceservicesmanagersroutinelydraw uponduringinteractionwith
contractorsto enablethem applythe rules of conductin deployingorganisational
resourcesto transformhotel services,the workforceand in some cases,their institutions.

2Structureis regardedasrulesandresources
(tacitknowledge)agentsdrawuponat interaction.Structureandagency
1984)
(Giddens,
but
individual
duality
in
dualism
is
both
two
that
arenot
a
phenomena
as
enablingandconstraining
3Generative
them
interaction
to
daily
knowledge
enable
drawn
by
in
arestocksof mutual
mechanisms
upon actors their
to go on (Giddens,1984)

3

Structurationtheorylinks humanknowledgewith a processof actionin specificcontexts.
Actionheredependson the capabilityof individuals,as knowledgeableagents,with
accessto resourcesto interveneor refrainfrom interveningin a specificprocesslike
outsourcingand makea differenceto changeand transformtheir contextsof operation.
Structurationtheorydealswith conceptsof powerand controlin novelways. It considers
the "dialecticof control"as built into agencyand the reciprocalautonomyand dependence
agentsreproducein the contextof their daily interaction. Dominationis producedthrough
conflictsand contradictionin resourcedeployment,which is one basisof powercomprising
structuresof controland dominationdrawnuponby the partiesto interaction.Hence
controlor dominationin complexinstitutionsis nevertotal, negativeor punitiveas
subordinates,agentsand stakeholdersare adeptat circumventingoppressivesituations
and directivesthroughdistancing,absenteeismor exit.
Outsourcingin the NHS involves internal power relations in the deployment of resources
level
The
in
of
and external power plays relationship managementwith services providers.
outsourcingand the resultant consequences reflect the choices, competence and power of
in
their
the
providers
services
workforce and
agency on
part of support services managers,
to
the
departmental
quo
status
and
overcomingorganisational and
constraining politics
Thus
benefits.
for
departments
their
mutual
manage
and outsourcing relationships
for
tool
interpretative
lens
is
flexible
theory
or
structuration
philosophical
suitable as a
understanding,analysing and explaining services outsourcing outcomes in this thesis.
Structurationtheory has been adopted in management and organisation studies involving
2004)
(Chanal,
innovation
(AkgUn
Lawrence
1997)
and
2007;
through
change
et al.,
et al.,
informationtechnology in logistics (Lewis and Suchan, 2003) and knowledge transfer

(Pleasants,1999).Other areas includethe conceptsof structure(Ranson,et al., 1980)
1992),
Whittington,
its
(Stones,
2005;
dependence
to
and relatedness and
on agents
organisationalculture(Riley, 1983)and structureas a sourceof dominationand control
(Reed,1996;Xavier, 1996),whereworkersstrugglefor liberation.Thus, the structured
perceptionsof those directlyinvolvedin hotel servicesoutsourcingand the perceived
changesto theirjobs, roles and departmentscan be studied,analysedand explained
using the analytical tools offered by structuration theory.
The main objective of hotel services outsourcing in 1983 was threefold. Firstly, to refocus
the health service on its core activity of providing free healthcare for the nation, secondly
4

to improvethe performanceeffectivenessand operationalefficiencyof the servicethrough
managerialassociationwith privatecommercialservicesprovidersand thirdlyto improve
managerialaccountabilityin the deploymentof publicscarcehumanand financial
resourcesand hencereducethe dependenceof the healthserviceon Governmentfunding
alone.SuccessiveGovernmentssincethen haveattemptedto reformand restructurethe
healthservicethroughthe internalmarketmechanismand collaborativearrangementsin
searchof cost containmentand efficiencyin deployingresourcesto achieveorganisational
goals.
The findings of this thesis suggest that the contractual partnership between commercial
services providers and their clients has been mutually beneficial. For example, one of the
perceived results of outsourcing has been the transfer of commercial ethos through
learning that has enabled some NHS trusts to gain financial independence and autonomy
as foundation trusts through the Private Finance Initiative (PFI). Many more are poised to
go the same way. Foundation status liberates an NHS trust from budgetary constraints
and enables some managers to regard and operate healthcare as a business, releasing
the trust from Government control through financial bailouts and handouts while the
services providers increase their remit. Consequently one of the aims of hotel services
outsourcing is perceived as realised by those directly involved.

Servicesoutsourcingcontinuesto generateextensivedebate,which can be healthyfor
thoseinvolved.Observersdivide outsourcinginto three parts-motivation or strategic
reasonsfor outsourcing,the processand benefitsof outsourcing.Most studiesare on
2006;
Qureshi,
(Jiang
impact
in
benefits
and
outsourcingprocessresulting un-quantified
or
Lin et al., 2007; Linderet al., 2002; Nordin,2006).Researchersnote that there is little
inboth
in
for
in
the
research
motivation outsourcingand mixedmodelstudiescomparing
houseand outsourcedservices(ratherthan purelyoutsourcedor in-houseoperations).
The notableexceptionsare studies in strategicreasonsor motivationfor outsourcingwith
the attendantrisks and rewards(Harland,Knightand Lamming,2005;Zhu et al., 2001)
But
2006).
(Jiang
impact
the
and an attemptat quantifying economic
et al.,
of outsourcing
inboth
these
in
This
thesis
noneof
studiesare supportservices.
combinesand compares
houseand outsourcedsupportservices,dealswith and documentsthe motivation,process
and benefitsor impactof supportservicesoutsourcing.Thus the resultsof this thesiscan
helpto fill some of the gaps left by the scarcityof similarstudiesin the literature.
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Many studies agree that there are reasons for outsourcing other than cost saving benefits
whose impact are difficult to quantify. Consequently,most studies, including this thesis,
focus on the perceptions of the key people involved in services outsourcing. Furthermore,
the results of services outsourcing are contextual and reflect the work content, experience
and perceptions of those interviewed. For example, Harland, Kinght and Lamming (2005)
studied the strategic motivation, risks and benefits of outsourcing information technology
from a senior management, policy decision-making point of view. Consequently,their
results reflect the views of senior managementwith regards to policy and strategic impact.
This thesis is based on the perceptions of the key people involved in support services
outsourcing(middle managers, workers and stakeholders) and hence reflect their day-today lived experience with the work context and content they find themselves in. Other
researchersproffer the same reasons for the variety and diversity of outsourcing findings
in different contexts. For example, Jiang and Qureshi (2006) comment that middle
managerstalk about their field of work or departments and their daily struggle to manage
their departments and not about the whole organisation or financial impact on the firm.
Harland, Kinght and Lamming (2005) also comment that while proponents of outsourcing
focus on economic arguments, opponents major on the social (unintended) consequences
findings
Consequently,
it
difficult
to
reflect
result
of outsourcingmaking
compare results.
the different levels of people interviewed, the context of operation, management fashion
and ideology. Thus services outsourcing findings are diverse and different but healthy as
the extensive debate helps to broaden and enrich the phenomenon under study.
There is also a scarcity of studies aimed at theoretical model building within services
Le
Robinson
1999;
Francis,
in
(Fishbacker
health
the
and
markets,-especially
and
service
Grand, 1994). This study provides an alternative view of outsourcing outside patient care
that can increase the stock of knowledge towards a more comprehensive model of interorganisationalrelationships and may help to fill the gaps left by these scarcities.
1.2 Contribution of this thesis to the stock of knowledge
What is knowledge?
Knowledgeis a critical resource of individuals and collectives like healthcare organisations
1992).
Starbuck,
2000;
livelihood
(Lam,
and a source of power,
and competitive advantage
Human knowledge exists in different forms. It can be articulated explicitly or manifested
implicitly as tacit knowledge. While explicit knowledge is easily communicated and can be
transferredwithout the knowing subject, tacit knowledge is intuitive, cannot be articulated,
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used or understood without the knowing subject (Popper, 1972; Lam 2000). However both
tacit and explicit knowledge, are exhaustible but through sharing can dynamically interact
to create new knowledge (Polanyi; 1962) that is transformative and renewable in nature
and can contribute to a firm's competitive advantage through innovation and technology
(Akbar, 2003; Huber, 1999). Thus, knowledge can be transformed and expanded into a
renewable resource for individuals, groups and organisations for competitive advantage.
Explicit knowledge is gained through formal study and is exemplified as the ontology or
locus of knowledge in the know-what, which is objective, embrained in individuals or
formalised and codified in organisational routines, procedures and practices (Lam, 2000).
On the other hand, the epistemological expression of tacit knowledge as know-how is
subjective, experience-based and accumulated through observation and practice. It is
internalisedthrough active involvement in contexts and embodied in individual's skill and
expertise or embedded in organisational members'work, roles, authority, structures of
coordinationand communication mechanisms that enable them mobilise and integrate
different forms of knowledge to meet organisational objectives (Lam, 2000; Starbuck,
1992).Thus both forms of knowledge can interact and combine to create new knowledge
in the know-why of understanding cause and effect relationships and the sense-makingof
behavioural
their
through
the
and
perceptionsof agents expressed
cognitive
application of
knowledgeand transferred through mutual learning and apprenticeship and communicated
as in this thesis (Akbar, 2003; Huff, 1997; Polanyi, 1962,1983; Quinn et al., 1996).
Therefore, new knowledge is created, to my mind, through my interaction with agents in
the context of this research to aid understanding and explanation of events observed and
data collected. Consequently, healthcare practitioners and researchers can creatively use
insights and views expressed in this thesis from both the secondary (literature review) and
primary research as a stock of knowledge to transform their units, jobs or craft competitive
advantagefor their services to liberate themselves or to engage in future research.

Fromknowledgeacquiredthroughfamiliaritywith previousrelevantresearchmy prolonged
participantobservationin the contextof NHStrusts' supportservicesinvestigatedoverfive
yearsand the varietyof personalexperienceof the researchcontextcombineto createa
new understandingin applyingknowledgeto currentissues.Theseexperiencesenableme
to contributeto stock of knowledgehere and to continuecontributingto knowledgethrough
informationsharingin future researchendeavours.
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1.3 Original contribution of this thesis to knowledge
This thesis provides a timely study of hotel services outsourcing in the UK health service.
The study documents and provides useful information on the perceptions of the personnel
directly involved in hotel services outsourcing and has attempted to shed more light on the
progressiverole of health services outsourcing, its impact on the changing roles of
purchasing managers, contractors, support services workforce and patients' experience. It
is hoped that it will encourage further research in the expanding area of health services
outsourcingand facilities management.
The literature indicates a need for more qualitative research in the growing area of
exchange business relationships to improve understanding and theory generation in this
important area of successful business operations (Bradley, 2005; Eriksson and Laan,
2007; Maxwell, 1996; Osarenkhoe and Bennani, 2007; Wilding and Humphries, 2006).
Business relationship is defined as a mutually oriented interaction between reciprocally
committed parties, based on resource exchange for economic benefit (Ford, 2002:162).
The Industrial Marketing and Purchasing Group (IMP) have extensively studied to extend
our knowledge and understanding on business networks based on successful dyadic
relationships(Ford, 2002,2003; HAkanssonand Snehota, 1995,2000). However their
for
framework
focused
studies are mainly
on relationship as a complementary governance
reducing total transaction cost and safeguarding specific investments for competitive
tend
These
2006).
Ehret,
(Dyer
Singh,
Kleinaltenkamp
1998;
studies
advantage
and
and
to neglect the value adding benefit of such business relationships through innovation,
2005).
Khong,
1999;
learning
Huber,
knowledge
(Bradley,
2005;
transfer
mutual
and

This thesisdocumentsthe beliefsof those involvedthat a bundleof value-addingbenefits
emergedfrom successfullymanagingtheir contractualbusinessrelationshipsfor enduring
personal,economicand mutualorganisationalbenefitsresultingin the expansionof health
servicesoutsourcingto other areas like clinicalimaging,patientappliances,information
technologyand sterilesupplies.Thus this thesisvalidatesand extendsthe interaction
modelto a value-addingframeworkin the contextof contractualservicesoutsourcing.
This thesis builds on other work using structuration theory in organisational analysis. By
identifying and explaining the structures that emerge from the perceptions of those directly
involved in outsourced hotel services. The thesis adds weight to the central point of
structurationtheory that knowledgeable agents with access to resources like finance, skill,
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training, managerial expertise and experience can make a difference by changing their
status, image, position, power differential and employability. The ancillary workers have
been trained and developed from manual workers to professionals. Some procurement
managers have been liberated from the dungeons of the basement (while the procurement
managers in in-house operations are still in the basements) to own, manage and control
creative facilities where NHS trusts are tenants and the image of support services has
been enhanced by the professionalism of services providers. Thus workers and managers
have liberated themselves to reproduce their institutions and the social world in which they
are situated. The thesis further advances the concept of structuration theory from a theory
of action and a sensitising device to a theory of liberation for individuals and collectives.
An interesting aspect of this thesis is the contribution of facilities management (FM) as a
is
in
Facilities
health
the
the
a
management
catalyst
evolving change process of
service.
new profession and discipline with few theories (Alexander, 2003). There is a challenge to
secure the future of FM as a credible discipline built on strong theoretical foundation and
dedicated to understanding and developing the discipline (Jones, 2000; Ventovuori et al.,
2007). By documenting the creativity in workplace design, organisational transformation
and community renewal made possible by new facilities (chapter 2) in totally outsourced
services in NHS trusts like Theresa and County hospitals and the cost effective use of
healthcare real estate occupancy elsewhere, this thesis provides evidence for the
establishmentof healthcare corporate real estate as a valuable resource to generate
revenue,enhance NHS public image, motivate workers and benefit patients.
The thesis enlarges to enrich our knowledge on the problems of achieving organisational
change and transformation prompted by economic uncertainty. The perceived changes
documented here occurred through the public partnership relationships with the private
in
the
development
invest
in
human
to
their
commercial sector and
capital
willingness
context of Private Public Partnerships (PPP) through support services outsourcing.
This thesis adds something to the substantial body of work on perceived power balance in
institutional change this time within the health service but outside patient care. Outsourcing
is a major shift in the organisational structure of the NHS and brings with it significant shifts
in institutional power. The perception of this shift clearly emerges from this thesis. Through
the ownership and total facilities management, the professionalism and the self-perception
of purchasing managers and services providers, a low-status ancillary services function
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like support services, has been transformed into a competitive services provider and its
workers into resourceful professionals. This study indicates that outsourcing is having a
real impact on the working lives of those engaged in the NHS trusts' support services.
1.4 The thesis is laid out as follows:
Chapter two is a review of the NHS as an institution, with its historical and economic
backgroundleading to outsourcing and subsequent developments, reflecting the episodic
nature of changes from internal collaboration to partnerships with the private sector. A
limited profile of facilities management is presented to complete the research context.
Chapter three is a literature review on outsourcing, resource-based view of organisations
and strategic alliances as routes to attaining comparative advantage with other trusts
and explanations from relevant theories and schools of thought intrinsic to this thesis.
Chapter four deals with methodology and methods used in this research with some critique
of structurationtheory, as a sensitising device and its use in social studies.

Chapterfive presentsthe data analysisof the four categoriesof outsourcingidentified
Since
in-house
two
operations.
namely:completelyoutsourced, partiallyoutsourcedand
my unit of analysisis the relationshipof the purchasingmanagersand their services
the
NHS
trusts,
individual
than
"hotel
the
providerswithin
whole
contextof
services"rather
four categoriesof outsourcingprovidea betterway of comparingand contrastingto elicit
structuralmechanismsimpactingthose involvedwith respectto hotel serviceoutsourcing.
The perceptionsand resultantstructuringof the experiencesof those directlyinvolvedin
hotelservicesoutsourcingis presentedin each of the eight NHStrusts investigatedand
then comparedand discussedwith referenceto extanttheories.
Chaptersix summarisesand concludesthe thesiswith managerialapplicationsand
identifiesareasfor future research.References,appendicesof those interviewed,
included.
(PFI)
foundation
hospitals
Private
Finance
Initiatives
the
are
summariesof
and
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Chapter 2

Literature Review

2. The UK National Health Service (NHS)
2.1 Introduction

The UK NationalHealthService(NHS),was foundedby the LabourGovernmenton 5 July
1948(figure2.1), to provideall citizenswith healthcare,free at the point of use,according
to needand not abilityto pay (Klein,2001:1; NHS Plan,2000:2). The aims of the founding
fatherswere firstly,the provisionof a comprehensivehealthserviceof universalcoverage
for the populationwith equityof access.Secondly,the systemwas to be financedmainly
from taxationand thirdly, both doctorsand patientswere to havefreedomof choice.
Doctorscouldchoosehow to treat and patientscouldchangedoctorswithoutproffering
reasons(Klein,2001; Leathard,1990).But privatemedicineshouldremainon the margins.
However,from inceptionthe cost of runningthe systemfrom taxationalone has burgeoned
beyondthe expectationof the founders(Klein,2001; Lawrence,1988;Leathard,1990;
Powell,1966).By 1950,the systemwas stereotypedas a "spendthriftorganisation"(Klein,
2001:31). MargaretThatchercalled it a "bottomlessfinancialpit" (Holliday,1995).Indeed,
Leathard(1990:141)and Levittet al., (1995:25) commentedthat the organisationmade
"insatiabledemands"for state fundingto meetthe "relentlessgrowthfor costs"due to the
inexorabledemandsfor more and bettermedicalcare for an aging populationthat is living
longer,whichthe foundingfatherscould not haveenvisaged(Le Grand,2006; Portillo,
1998:33).
Consequentlysuccessive Governments have restructured and reformed the health service
in an effort to reconfigure appropriate administrative, managerial and market frameworks
to contain costs and improve accountability, efficiency and organisational effectiveness in
meeting healthcare objectives. Organisational effectiveness refers to the "ability to produce
an acceptable outcome" (Collins, 2003), or meet the demands of the varied stakeholders.
Similarly, the complex dynamic influences of policy makers, academia, stakeholders and
NHS management have also centred on improving performance and operational efficiency
of the system (Klein, 2001; Laing et al., 2002). Healthcare efficiency is here defined as
&I
squeezing the greatest possible output out of an inevitably limited input of resources"
(Klein, 2001:49). With limited national income and other competing sectors like education,
transport and social services, this "efficiency squeeze", to date, has been elusive but
remains a constant objective (section 2.5 below).
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2.2 NHS Reorganisation 1974-1997
Against this backdrop of escalating running costs for the NHS, the Ministries of Health and
National Insurance were amalgamated in 1968 into the Department of Health and Social
Security (DHSS), mandated to administer all health and social matters (Klein 2001:51).
Subsequently,the biting inflation and recession of the 1970's led to a reorganisationof the
system (figure 2.2) in 1974, in line with DHSS (1972) management arrangements.This
was an administrative reform to unify the hitherto fragmented services especially the
community services run by local authorities and to facilitate the equitable allocation of
scarce resources (Leathard, 1990; Levitt et al., 1995:16). The 1974 reform was also aimed
at managing the external pressure of scarce resources with the internal demands of
healthcare provision through managerial efficiency (Klein 2001; Leathard, 1990). Thus, a
consensus administration of medical, nursing and administrative multidisciplinaryteam
was set up to improve efficiency through decentralised hierarchical tiers of bureaucracy
(Klein 2001: 76). This arrangement may have introduced weakness into the health service
through the "hegemony (political domination) of civil servants" with what Klein (2001:75)
calls "bureaucratic complexity in every tier" to effectively implement national policies.

Figure2.1.

Structure of the NationalHealth Service (NHS)
for England and Wales 1948-1974
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Figure 2.2.

The Structure of the NHS in 1974
(Adapted from Leathard (1990:54)
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Subsequentto the "winter of discontent", the new Conservative Government of 1979,

(Klein,2001; Leathard,1990)beganan urgentreviewof Governmentinstitutionssuch as
the NHS,culminatingin Sir Ron Griffith'sreportof 1983,whichwas highlycriticalof how
the NHSwas operatedand managedwhere no one seemedto be in-chargeor indeed
accountable(Klein,2001; Leathard,1990;Lainget al., 2002;Webster,1988).Following
this report,the Governmentset out a strategyof minimalstate interventionand an avid
forces
depressed
to
to
the
commitment reducepublic spending,return
economy market
and defeatravaginginflation.Thus, financialcuts were imposedacrossthe publicsector
and Government instituted a general management framework to increase decision-making
responsibility,improve efficiency and performance effectiveness by eliminating pockets of
inefficiency,wastage, wasteful and ineffective or inappropriate practices from the system
(Levitt et al., 1995; West, 1988).
It was this policy that led to hospitals and Health Authorities being allowed to outsource
their cleaning, laundry and catering services to private contractors through competitive
tendering (The Health Services, 1983). The objective was to secure cheaper and more
efficient service than direct labour (DHSS, 1983; Thornton, 1999). Outside contractor
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managerswere deemed more efficient and productive due to their better incentive
structures,which in-house ancillary workers lacked (West, 1988). Special Health
Authorities, NHS Logistics and a purchasing agency, Purchasing and Supply Agency
(PASA), were also created to help hospitals coordinate services contracting across the
NHS (Leathard, 1990; Levitt, et al., 1999; PASA, 1998). At the same time, private
hospitals,voluntary health organisations and "informal carers" who care for their
chronically ill relatives and family members were forced to share in caring for the sick
(Leathard, 1990:58). Thus, a system of welfare pluralism emerged between the private
sector, voluntary organisations, family members and the NHS.
The involvement of the private sector in healthcare was not without opposition. Robinson
from
the
Whitney,
(1988:
79),
(1984) called it 69
Ray
the
privatisation of
welfare state".
Departmentof Health and Social Security (DHSS), said it was a "flawed report" that failed
to deal with the main issue of relationship between managers and Health Authorities.
Oppositionwas also rife in the sub-contracting of in-house services to outside contractors.
Labour unions demonstrated with strikes and labour unrest arguing that competitive
tendering challenged the monopoly of in-house services and that cleaning standards were
declining (Thomas, 1985). Subsequently, the Audit Commission investigated the union
declined
had
that
(Audit
Commission,
The
1987).
standards
claims
commission reported
but contractors have also lost interest in tendering for contracts (West, 1988:55).
Despite all opposition, the Government plans went ahead. Thus, contract arrangementsfor
NHS.
began
in
the
like
hotel
(initially
non-core activities
services
cleaning and catering)

To helpcivil servicemanagersand doctorsimproveperformanceeffectiveness(Levittet
in
the use of
to
Fulton's
Report
(1982)
1995:
Carter
1992),
26;
usher
was used
al.,
et al.,
performanceindicatorsacrossthe civil service(Klein,2001:117).Annualreviewswere
also introduced(Allen, 1982)as were cost improvementprogrammesin 1985.But as
Whitney(1988)observed,the lack of in-builtcost containmentmechanismswith the
impositionof resourcerestraintalone,left the systemwith slack and inefficiencies.The
SocialServicesCommitteereports(1988)confirmedthese findings.
In 1985, the American health economist, Professor Alain Enthoven, visited Britain and

notedthat the NHS lackedmarketdisciplineand managerialincentivesfor performance
intervention
financial
that
Government
effectivenessand
could reducerecurrent
efficiency
in the healthservices(Levitt et al., 1995:25). Basedon this observationand Griffith's
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(1988) recommendationsfor community care, which was not implemented, the
Governmentset out a White Paper (1989), Working for Patients. This paper introduced
competition into healthcare and resulted in major changes. The aim was to stimulate
efficiency, enhance consumer choice and promote quality of care by separating health
demand from healthcare provision (Robinson, 1989; Levitt et al., 1995). The providers of
healthcarewere to be the local and teaching hospitals, District Health Authorities and
private hospitals. The purchasers were fund-holding general practitioners (GP's) and Local
Authorities. It was thought that competition, or an "internal market" mechanism which was
for
incentive
the
than
efficiency
a purchaser-ledrather
provider-led service would provide
improvementsand a high quality cost effective health service (Laing and Cotton, 1996;
Laing et al., 2002).

However,the resultwas the "internalmarket"whicheliciteddiversecommentsfrom
He
into
journey
Best
(1989:
it
the
167)
"an
unknown". questioned
observers.
exciting
called
the overallmanagementand how servicequalitywould be ratedsincetherewas no
precedent.Hamand Judge (1989)said the exercisewas a "managedcompetition"since
hospitalscouldnot be allowedto go bankrupt.Kleinand Day (1989)arguedthat it was
"competitionwith conflictingobjectives"sincethe advocateof the exercise,(American
economist,Enthoven)has failed to achievethe same comprehensivehealthcareprovision
at low cost in America.
Fromthe medicalviewpoint,an NHS physiciansaid that healthcarewas a serviceand not
"the
further
that,
He
business
be
driven
by
(Elkeles,
1989).
to
cash
contended
a
profits
the
became
for
if
drown
the
the
profit
registermay
out
ambulance" competition
soundof
health
The
Lancet
(1989)
dispense
it
to
norm.
with unproductive
said was an attempt
(1989),
Field
Frank
Social
Committee,
The
Commons
Services
the
services.
chairmanof
called it'a time bomb set to blow the NHS apart'. Opposition ministers saw the white paper
Owen,
(Cook,
1989;
NHS
the
towards
as a step
privatisation and commercialisation of
1989).
Meanwhilethe health secretary, Kenneth Clarke, announced that the next step was to
NHS
in
individual
the
hospitals
become
to
trusts
allow
self-governing
while remaining
(Clarke, 1989; DoH, 1989). The Health Service Journal (1989a) called it a 'flawed'step
for
The
incentive
that
trusts
'flew
face
in
the
and commented
self-governing
of unity'.
hospitals to reduce cost and the ability of the NHS and local general practitioners (GPS),to
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provide quality care at stable prices were questioned (Maynard, 1989). But some thought
that it was a step in the right direction (Green, 1989), since trust status would be optional
(Willett, 1989). However, the introduction of medical audit (Lancet, 1989) in what Theodore
Porter (1995) called 'control through quantification'was well received by some doctors.
Medical audits are used to assess cost of patient treatment, which are then compared
across the NHS. It is an aid to justify autonomy and accountability (Klein, 2001:50). But
some NHS trusts may have used such audits to benchmark their performance against
under-performersand take comfort from their mediocre achievement and so have become
complacentand resistant to change (Fraser, 2002; Hailey et al., 2005; Purcell, 1999).
Meanwhilesome trusts used such audits to demand more funding from the Government
and become dependent on state funding for projects, training and refurbishment of
decaying buildings (Enthoven, 2000; Moore, 1992). Meanwhile some medical consultants
continue to flex their hegemonic muscles as controllers of the health service by refusing to
engage in such medical audits, which they regard as hidden surveillance (Maynard, 2005).

The internalmarket,proposedin 1989,becameoperationalin 1991,with a frameworkfor
competition.In the same year, the purchasingagencyand NHS Logistics,hithertocreated
as specialHealthAuthorities,were renamedNHSPurchasingand SupplyAgency(PASA)
and NHSLogisticsrespectively(CabinetOffice,1998:26). They were to helpthe newly
formedhospitaltrusts managecontractualpurchasingand supplies.The agencieswere
mandatedto standardise,coordinateand improveall purchasingand suppliesacrossthe
NHSand helpthe internalmarketfunctionseamlessly(NHS ProcurementReview,1998).
FurthermoreNHS Logisticswas to help NHStrustswith bulk purchasing,warehousing,
transportationand goods deliveryto reducetotal costs of usingmultiplecontractorsfor
purchasing,warehousingand logistics(Arminas,2001; NHS ProcurementReview,1998).
2.3 NHS trusts

The internalmarketarrangement,outlinedin the white paper-'Working for Patients'(DoH,
1989a),becamean act of parliamentthe followingyear. The provider/purchaser
splitwas
an implementationinstrumentof the internalmarket.NHStrusts came into beingin 1991
and by 1995all hospitalsin Englandhave becomepart of an NHStrust (Thornton,1999).
NHStrustsprovidea range of healthservicesto patients.A trust may be a singleacute
hospitalor a groupof hospitalsor indeedcommunityservicesprovidedin healthcentres,
clinicsand homesor ambulanceservice.
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Types of trusts
Acute
trusts providing acute or specialist medical care
e

Integrated
servicetrusts, provideacutecommunityservicesand in someinstances,
9
mental health services

Community
in
trusts
9
some areasincorporatementalhealthservicesand elderly
care with learning disability
Mental
health
trusts can include services for the elderly with learning disability
4,

A trust is a self-governing public organisation with its own board of directors. These
executive and non-executive directors are charged with making decisions on local policies
and setting the strategic direction of trusts. A trust has a financial duty to break even,
realise a 6% return on capital and live within its budget limit set by the Secretary of State
for Health. A trust is mandated to work in partnership with local Health Authorities as well
as with its network of services providers (Levitt et al., 1995:82; Thornton, 1999).

Commentingon the creationof NHStrusts, Harrison(1995)notedthat trust statusbrought
hospitalsfreedomto innovateat the local level.HoweverRobinson(1996)observedthat
trustslackedfinancialindependencesincethey could not go bankruptbut were always
subjectto soft budgetconstraints.Othersconfirmedthis and notedthe constrainingeffect
of stateownershipon NHStrusts (Moore,1992;Portillo,1998). Such constraintsrange
from subordinatinghealthservices'interestto politicalwill and timetable,interferingwith
internalworkforcearrangementsthroughpoliciesthat observerssay result in resentment
and humanmiseryof redeploymentand may inadvertentlycontributeto inefficiencyand
poor performanceof some NHStrusts (Enthoven,2000:1329;Moore,1992:117).
However,NHStrusts have since been allowedto seek and achieveautonomythrough
Foundationstatusof self-determinationand observerswatchto see how this newlyfound
freedomand determinationplay out in the highlycompetitivecommercialarena.
The HealthServiceJournal (HSJ, 1989:135) notedthat hospitaltrusts were empoweredby
statuteto enter into contractsto provideservicesand were able to form allianceswith the
privatehealthsector in order to sharefacilities,runningcosts and risk for mutualbenefit.
Thus,competitivetenderingwas extendedfrom non-clinicalsupportservicesto clinical
care. By this move,the healthminister,KennethClarke,observerssay, gave noticeto the
two powerfulgroups,the treasuryand the hospitalconsultantswho hithertocontrolledthe
budgetand what happenedwithin it respectively(Leathard,1990:176; Klein,2001:64;
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Strong and Robinson, 1990). It was the turn of managers and competitive market forces to
shape the NHS through the internal market mechanism.
During this internal market era, the health service was fragmented to aid competitionand
hence improve the efficient use of resource allocation through market exchange (Laing
and Cotton, 1996). Through the fragmentation of the bigger hospitals, many hospitals
gained trusts' status as healthcare providers having local accountability and a budget to
engage contractors for services (Laing et al., 2002). But soon after, in 1992, problems
arose with the competitive framework and led to a commission of inquiry into London
health services (Thornton, 1999). However, these problems continued until the Labour
Governmentcame into office in 1997. Subsequently,the New Labour Government
replaced the internal market mechanism with integrated care, based on partnership, driven
by performance,with emphasis on value creation through collaborative cooperation (The
New NHS, 1997; The NHS Plan, 2000). Thus, a fragmented, hierarchical bureaucracy
deemed wasteful, inefficient and ineffective and unable to contain costs was replaced with
a "third way" (Giddens, 2000) administrative framework. The tenets of this arrangement
being increased investment for reforms, incentives and sanctions for improved efficiency,
better performance and high quality care (The New NHS 1997).
These reforms of investment and private sector partnerships are aimed at restoring fragile
public confidence in the health sector but may have impacted healthcare services in other
ways as seen in this study (The NHS Plan, 2000). The impact is the willingness of services
in
invest
in
developing
into
to
and
providers
more resourceful professionals
ancillary staff
the design, build and maintain creative hospital facilities that transform the public image of
hospitals, motivate workers and renew some community landscapes.
2.4 Impact of the internal market
The internal market exercise may also have made the health service less provider-led as
purchaserswere allowed to have a voice in where, when and how they were treated. It
also helped purchasers and providers negotiate, share and collaborate over contract
arrangementsand commissioning (Shapiro, 1994).
The internal market, argues Ham (1994), gave NHS staff, not managers, the opportunity
and freedom to shape the service. NFISstaff was able to negotiate improvements to
services secondary to their purchasing power to back up any threats of withdrawing their
custom. This improved prescribing habits by using generic names of drugs to save money.
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In studying the NHS, Robinson and Le Grand (1994) note that the major problem of trusts
is the lack of appropriate models of behaviour and organisational models. This lack of
appropriate models and the diversity of relationships and power coalitions engendered in
healthcaredelivery makes it more difficult to study trusts as organisations (Fischbacher
and Francis, 1999). For example, there are as many professional bodies, medical, nonmedical or ancillary support staff within NHS trusts as there are outside them. All of them
work in delivering healthcare and hence compete for their departments from the same
state budget. This multiple, complex and dynamic nature of interactions at many different
levels in healthcare derailed the internal market arrangement due to the difficulty of gaining
consensusfor action (Laing and Cotton, 1996; Ovretveit, 1995).
Ovretveit, (1995:113), noted the lack of clear purpose or objectives and usefulness in
measuring performance outcomes (effectiveness) and how other competing services and
factors (waiting lists, costs, information asymmetry, personnel) may overlap and impinge
on results making performance difficult to measure.
Outcome refers to the 'effect attributable to an intervention' (Ovretveit, (11995:
114). But he
saw contractual arrangements in healthcare as a means of improving healthcare delivery
and preventing disease. However, the success of healthcare contracts depends on
effective collaboration and partnerships within and outside their administrative boundaries.

The internalmarketalso gave generalpractitioners,the opportunityto be innovativeand
drivechangein healthcareprovision(Holliday,1995;Ovretveit,1995).Thesegeneral
practitioners,hithertoignoredby their districtHealthAuthoritiesand disdainedby their
consultantcolleagueswere now being soughtout for their patronage(Levittet al., 1995)l
Healthcarecontractingallowsan NHStrust to concentrateon its core competence,namely
providinghealthcarefor all at the point of need,where it is capableof addingvalueto
patients'offering(Prahaladand Hamel,1990)not managinghospitals(White,1993).
Thesepartnerships(relationships)can developinto a networkof relationshipsand help
manageconflictsthroughmutualorientationand long-termcost savings(Ovretveit,(1995).
The internalmarkethelped in buildinga cooperativeethos in healthcare,by allowing
erstwhileadversarialattitudesto give way to a moresupportiveand negotiating
environment(Deffenbaugh,1998).It also providedclinicianswith what Llewellyn(2001)
calls alternative 'windows' to become managers thus learn the economic consequencesof
their preferred treatment and healthcare decisions.
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Howeversome commentthat the internalmarketcompetitionhad a "perverse"effecton
the NHS.They arguethat while the benefitsof marketcompetitionmay be clear in certain
markets,in the NHScompetitionreinforcedthe desireto protector expandservices
withoutjustificationor staff expertise(Beddowand Cohen,2001).This, they also argue,
encouragedsecrecyaboutfinancialperformance(Craft,1994;Jones,2000a)and the
intentionalmanipulationand distortionof performancefigures(Manning,1982:122)and
the needlessduplicationof specialistservices.
In her study of the provider/purchaser relationship, Zolkiewski (1999) concluded that the
internal market led to many changes in healthcare provision. There is more willingness for
collaborationbetween different providers whether private or public. For example, services
outsourcingand partnership with providers now give patients better choices of menus and
treatment centres. On the contractual front, she contends that many lessons were learnt
and negotiations are less adversarial and more cooperative through partnerships.
Although opinions are divided on the overall impact of the internal market, it led to at least
three long-term effects on the NHS. Firstly, it forced NHS trusts to identify their core
competenceor business as providing healthcare and enabled them to select, bundle and
package elements of that business as resources to market for survival if not financial gain.
Secondly, it provided a major shift in ideology for managers hitherto charged with providing
healthcarefor the nation at public expense to engage in identifying their internal resources
and operating like commercial organisations in meeting their resource needs through
efficiency drives, effective marketing, outsourcing, alliances or collaborative partnerships.
Thirdly, it allowed the mistakes and fragmentation of the health service to come to the fore.
At least six hundred different types of contract arrangements were identified in the entire
service (PASA, 1998). NHS Logistics and PASA have since helped to coordinate
economic activities more effectively and efficiently within the available resources for the
entire health service (DoH, 1997; Laing et al., 2002).

The functionof NHS Logisticsis mainlyto act as a warehouseand deliveryto the health
serviceto enablethem purchasegoods in bulk at reducedpricesand be a centrefor justin-timedeliveryof those goods.Thus it helps NHStrusts' internalsupplychannelsrealise
efficiency,speedand cost savingsin warehousingand delivery.IndeedNHS Logistics
savedand redistributedE5millionto NHStrusts in its first nine monthsof operation
(Arminas,2001).
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PASA on the other hand was charged with streamliningthe purchasing of goods and
services contracts to comply with European Union, environmental considerationsand to
produce a template for outsourcing contracts. It has since vetted suppliers and services
providers, produced standard procedure for tendering and an approved list of services
providers. Consequently, purchasing managers are enabled by the activities of PASA in
negotiating best contract terms, engage services providers that add value with their
offerings, have better relationships with suppliers and are saved time, effort and money as
PASA helps them eliminate needless waste through uniformity of information, training and
better purchasing practices. Thus PASA acts as a knowledge repository for NHS trusts.
In total, the internal market was unpopular like most change initiatives that force people to
work differently but it laid the foundation for a marketing concept in the health service.
There is now internal generation of revenue through creativity or provider innovation,
uniformity of contract tendering and better purchasing practices standardised and encoded
in procedures,training of purchasing managers in contract negotiations and persuasion,
team-workingand relationship management that has equipped some of them to deal more
effectively (Reeve and Warren, 2004) with the current Private Finance Initiatives (PFI).
In summary, the NHS was created as the greatest post-war reform liberating the citizens
from fear of ill health and the inability to pay (DoH, 2002). It was to provide comprehensive
healthcarefor all citizens, free at the point of use and not ability to pay. Thus it will relieve
suffering and improve the health of the nation. But the service has gone from consensus
during
framework
through
to
administration
general management
a market mechanism
three major reforms in 1974,1982 and 1997 (figure 2.4), which are episodic in nature
being sequential, with a beginning and an end. The introduction of market competition
(1991) was a major cultural shift as was the collaborative partnership with the private
commercial sector in 1997. But, despite its financial constraints, mammoth changes and
deficits (Chapman et al., 2006; Lloyd, 2006), the NHS remains operational. NHS trusts
created in 1991, have fully become autonomous and accountable with budgets to engage
in contracting services from outside specialists. This contractual arrangement introduced in
1983 for support services now extends to clinical services with varied outcomes.
2.5 Financial allocation to NHS trusts: (Annual plan 2003
2.3)
figure
(VH)
Since the introduction of managed competition in 1997 trusts receive allocation (regarded
as investment)directly from the Treasury (trusts opted out of Health Authority control).
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This accounts for 77% of its revenue as cash limited (discretionary) allocation. Part of this
is 'earmarked'for specific 'NHS Plan' activities like reducing waiting times and elderly care.
A trust has an external financial limit (EFL) of 8% set by the Treasury for capital
development. This money must be used or returned to the Treasury. A trust must therefore
raise 12% of its revenue through private patient care and the sale of equipment or land
(through local facilities management). Trusts must also make 3% efficiency gains and a
6% return on the 77% revenue allocation (treated as an investment). Thus, a trust must
generate 15% of its revenue and make a 6% return on the 77% discretionary allocation
annually to be viable.

Figure 2.3
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Key:
Discretionary allocation 77%
Trust contribution 12%
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Example of a typical NHS trust would be:
Operations: Gained trust status in'1999 through the amalgamation of three hospitals.
Employs: 4,500 staff (excluding contract workers numbering over 600)
Total revenue: E213million (15% = E31.95million)
Bed capacity: 800 beds.

Annual admissions. 20,000 patients

Therefore this trust must find the sum of E31.95 million and a 6% on its 77% allocation.
-Y)

Income is mainly from clinical services offered to Health Authorities, General Practitioner
referred patients, private patient care and numerous Government bailouts from
unbalancedbudgets and financial deficits experienced by some NHS trusts.
Cost savings can come from the sharing of facilities with private medical centres, savings
through outsourced services like support services, reducing bureaucratic waste and using
generic drug prescriptions (Ovretveit, 1995). For major capital projects like new hospitals,
some trusts engage in Private Finance Initiatives (PFI), with all the attendant relationship
managementissues and organisational constraints engendered in external funding (Health
Emergency,2004a; Ovretveit, 1995). Consequently many trusts are under constant cost
pressures and some run into financial difficulties in balancing their budgets (Beattie, 2005;
Health Emergency, 2004a; Wilson, 2005). From April 2004 trusts received discretionary
increased
further
the
This
"payment
2004a).
by
(Health
Emergency,
allocations as
results"
handouts.
bailouts
for
dependence
to
and
state
on
savings reduce
cost pressure and need
Discretionaryallocations are made to NHS trust for meeting certain performance targets
set by the Government. These include hospital cleaning standards, in-patient satisfaction
hours
four
less
than
including
with services received
choice of meals and waiting period of
in Accident and Emergency before patients are seen by a doctor and either discharged or
admitted. However many support services managers complain that they spend so much
time chasing some of the 472 targets that they have less time doing their work. Because
the targets are aligned to star-ratings of the entire NHS trust, the allowance NHS trusts
receive is dependent on maintaining their star-rating or being deemed an under-performing
NHS trust with all the attendant economic loss, media attention and budgetary deficit
Thus
budgetary
funds
bailout
Government
their
to
payment
need.
with
necessitating
meet
by results necessitate cost savings or revenue generation to reduce pressure on NHS
trusts to meet targets and get the extra allowance to balance their annual budgets.
Since dismantling the internal market, the new market framework focused on collaborative
have
their
driven
by
based
mechanisms
on partnership
and
performance,
competition
critics. They have noted the "toxic incentives" and unrealistic "performance targets"
(Appleby,2002; Demos, 2002; Harding, 2005a; Lloyd, 2005a; Walker, 2005).
Nevertheless,on the positive side, some NHS trusts have achieved these same targets
and gained the requisite incentives to enable them attain autonomy and self-determination
as foundation trusts (Goldman, 2005; Timmins, 2007).
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To the relief of some managers, performancetargets were withdrawn by the Department
of Health in March 2006 due to "miscalculations"that resulted in financial problems,
massive deficits and notable staff resignations (Harding, 2006; HSJ, 2006; Martin, 2006).

Figure 2.4.

Structure of the NHS in 1997
(AdaptedfromTheNewNHS(1997:8)
Departmentof Health [DoH]
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Key:
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2.6 Changes since dismantling the internal market 1997-2006
The fundamental change and reforms in the NHS since 1997 has been a quest for
performanceeffectiveness and operative efficiency in deploying financial and human
resources to meet healthcare needs. During his revisit to Britain, in 2000 the American
economist,Alain Enthoven revisited the subject of efficiency in the NHS and commented
that Britain lacked needed resources and competition to achieve her healthcare objective
of operational efficiency and performance effectiveness fit for the 21st Century (Enthoven,
2000). This is largely due to chronic under-funding (Portillo, 1998) resulting in observable
decay in the buildings and shortage of staff and equipment, the inefficient use of available

resources,wastageand the variationsin performanceacrossthe healthservice.
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Subsequently, health service funding has increased to unprecedented levels (20% of total
public service spending or 8.9% of 2006 GDP) as shown in figure 2.5 below (Appleby and
Boyle, 2000; Eaton, 2007; Fernman, 2000; Kaletsky, 2008; Watson, 2006), causing fears
and worries among commentators (Crook and Blitz, 2004; Parris, 2004; Wilson, 2005).
The Government has also produced a plan of action for reform with a coherent strategy,
mechanisms for monitoring with incentives for better performance and sanctions for underperforming trusts (Appleby and Thomas, 2000; Dixon, 2000a). Thus the Government has
taken a somewhat clecentralised approach, preferring to set standards, allocate resources
to ensure equity and transfer power to local frontline staff to meet local need (DoH, 2002).
But there is state reliance on incentives and monitoring of effectiveness by regulators to
energise NHS trusts' managers to be accountable and more efficient in resource use
while private contractors continue to be used in support services (Arie, 2005, Blair, 2005).

Figure 2.5
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The present collaborative framework allows access to sharing of information, knowledge,

learning and cost reduction from external others. The concept of partnerships developing
Thornton,
82;
1995:
has
been
(Levitt
al.,
et
into network of valuable relationships
suggested
1999). The advantages of negotiated agreement between collaborating partners in
1995)
(Ovretveit,
in
long-term
and
reducing conflict and cost of monitoring
partnerships
the difficulties of studying the NHS as an organisation have also been highlighted
(Fischbacher and Francis, 1999; Robinson and Le Grand, 1994; Ovretveit, 1995). The
sequential and episodic nature of changes in the health service is well documented.
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This thesis now explores the aims, objectives and activities of hotel services providers
through their collective function in facilities management (FM) to provide a rounded picture
of the agents involved in support services interaction.

2.7 FacilitiesManagement(FM)
Facilitiesmanagementoriginatedin the UnitedStatesof America(USA)in the 1960s,with
banksoutsourcingthe processingof creditcardstransactionsto a centralpoolto focuson
their mainfunctionof servingbankingcustomers(Alexanderet al., 2004; Nelson,2004).
Fromthe 1980sit progressedto coordinating,developingand controllingof non-core
specialistserviceslike hotel services.By the 1990sfacilitiesmanagementhas becomea
processby which an organisationensuresthat its buildings,systemsand servicessupport
its core operationsand processesand contributeby enablingit to achieveits strategic
visionor directionin a changingdynamicbusinessenvironment(Alexander1996).
Facilitiesmanagementcan entailtotal outsourcingin the design,build,operate,manageor
maintainhospitalfacilitiesto facilitateoptimaluse of premises(hard FM)with non-core
"soft FW servicesto enable healthcareprovidersto focus solelyon healthcare.The "soft
FW servicesare hotel services-laundry, cleaningcatering,housekeeping,security,
interiordecorationof buildingsand informationsystems.Howeverorganisationscan chose
to outsourceeitherthe hard FM or soft FM or both as in total outsourcing.Indeedsome
NHStrusts investigated,like Theresahospitalhas gonefor total outsourcingwhile others
like Victoriahospitalhas totally rebuiltCountyhospitalwhile retainingthe outsourcedsoft
FM servicesat Victoria hospital.Thus, there is flexibilityin outsourcingas seen in the
rangeof servicesproviders'involvementwithin NHStrusts (see figure 2.6 below).
Facilitiesmanagementis a new disciplineand professionwith few theories,academic
researchand publishingof its own (Alexander,1996,2003).There is a growingneedto
securethe future of FM as a credibledisciplinebuilt on strongtheoreticalfoundationand
dedicatedto understandingand developingthe disciplinein areas of total outsourcing,risk
assessmentand managementor facilitiesmanagementand maintenance(Lai and Yik,
2007;Okorohet al., 2002; Rodneyand Gallimore,2002; Salonen,2004;Walton,2007).
When facilities management is provided in the context of Private Finance Initiative (PFI),
its risk assessment and management provide value for money in the efficient use of public
Thus
Jones,
2000).
involved
2002;
from
those
(11ozor
resources and accountability
et al.,
through total facilities management, the problems of combining resources, sharing control
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and adding value to contractual relationships through creative designs and innovative
buildingsthat transform local landscapes can be addressed (House of Commons, 2003).
In the UK, the outsourcing of hotel services to commercial providers in 1983, invited the
operators of facilities management, who are also multinational corporations (multinationals
or MNC) into the health service as services providers (Gallagher, 1998; The Health
Service, 1983; Thornton, 1999). Hotel service was a point of access for multinationalsinto
the health service. Since then outsourcing has progressed to total outsourcing of both hard
and soft FM, outsourcing of clinical imaging or information technology and major project
funding through the Public-Private Partnership (PPP) and Private Finance Initiatives (PFI).
Facilities management operators aim to deliver faster, better and cheaper services more
They
1998).
Gallagher,
1996;
(Alexander,
than
their
efficiently and effectively
competitors
their
the
innovative
to
themselves
clients'
of
performance
also pride
ability optimise
with
business while adding value to business operations (Alexander et al., 2004; Vondle, 1989).
By their activities, FM operators claim to enhance the public image of organisations they
help
design,
better
through
develop
workplace
serve,
a more productive work environment
their
improve
ability
higher
and
employees
organisationsattract
calibre or more motivated
to accommodateworkplace changes now and in the future (McGregor and Then, 1999).

2.7.1 The Advantageof FM Operators
Thereis a largeand varied literatureon FIVIprovision,rangingfrom contemporary
journalismto academicstudies.The multinationalcorporationsthat provideFM services
human
finance,
large
for
capitalof educated,
are renown possessing
resources,namely,
experiencedand skilledmanagersand personnel. Someof these are criticalresources
othersorganisationslike NHS trusts needto providethem with uninterruptedsupport
for
like
building
for
processes
services organisationalsurvivalor
capabilities routinesand
2005).
Venables,
2000;
(Child,
NHS
trusts
comparativeadvantagewith other
et al.,
Manyof the old and dilapidatedbuildingscryingout for funds have been replacedwith
2002).
(Ilozor
for
improved
better
al.,
design
et
workingconditions
creative
and workplaces
But NHS trusts have the option to outsource all or parts of the FM services on offer.
They also possess expensive technology and information systems that aid management
forecasting, decision-making and comprehensive record-keeping repository.
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Figure2.6

Scope of FacilitiesManagement(FM) in the NHS
(Adapted from Williams, 2002:1.6)
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A. Estatesdepartmentdeals with buildings,hard assetsand machinerymaintenance
B. Supportor hotel servicesdeals with catering,cleaning,laundry,porteringand
domesticstaff. Most hospitalscombineestatesand hotel servicesas one unit
C. Informationsystemsdealingwith all systemsdata generationand storage,
information dissemination and systems maintenance
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Most multinationals,especially the United States of America based ones, have an
aggressiveentrepreneurial attitude to investments and the flexibility to adapt quickly in
responseto environmental change (Ferner et al., 2004; Venables, 2005). Hence they can
combine resources to greater efficiency of resource allocation or mobilise them to where
needed to effectively improve the productivity and performance of client organisations like
NHS trusts. The multinationals have also become unparalleled positive instruments or
catalysts for social change by helping organisations with diverse professionals, like the
health service; to cooperate and weather economic downturns and cost pressures to
achieve consensus on cost reduction plans and revenue generation methods. Thus, they
have enabled outsourced NHS trusts to reduce their dependence on Government funding
alone and removed the uncertainty of funding in these NHS trusts through investments.

Financialresources
All FM providersin this study, as multinationalcorporations,are involvedin or associated
They
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TheresaHospital.By their associationswith internationalbanksand Governments,and
their competitivepowerin global economy,multinationalscan easilyobtainmaximumtax
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(Venables,2005).For example,Multinationalsgain entry into foreign nationsthrough
acquisitionsof localfirms (Childet al, 2000;Venables,2005), licensingor agency
contractsand allianceas the Japanesedid in USA, Europeand Mexico(Ferneret al.,
2004).Thus their deep financialpocketsallowthem to undertaketotal FM provisionin
design,build,manageand maintainfacilitiesfor NHStrusts and wait out the long service
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funding for capital projects but may also have transferred the dependency of these trusts

on themselves.
Howevertheir market dominance and financial resources deprive local and national FM
providers the ability to meaningfully compete in the market place and so threaten their
ability to contribute to national wealth creation (Salonen, 2004; Venables, 2005).
For example there are no local or national FM providers in this study dominated by
multinationalcorporations. Perhaps this is a case for further studies to unravel whyl

Costmanagement
Organisationsgain competitiveadvantagethroughlowercost structureor differentiationin
productsor services(Haberbergand Rieple,2001).Multinationalscan accessinformation
on the cost structureof every elementof equipment,productor servicethey use, buy or
supply.They also understanddetailsof their cost driversand can utilisescaleeconomies
to reducecosts in energyutilisation,facilitiesrepairsor maintenance(McGregorand Then,
1999;Lai and Yik, 2007).Thus, they can makemoremeaningfulcost analysisand work to
reducetotal costs,generaterevenueby avoidingsurpluscapacityor utilizingredundant
spaces,henceprovidesupportservicesat a lowercost or add value to customeroffering
as bestvalue providersin orderto increaseprofitsor returnon investments.
Furthermorethroughtheir global operations,distributionschannelsand integratedservices
multinationalsenjoy lower inventorycarryingcosts by operatinga just-in-timedelivery,can
fleet
through
by
bulk
buying
efficient
reducematerialcost
or competitiveprocurementand
management,work order trackingand strict budgetarycontrolscan gain cost advantage.
Theirmaterialsand projectmanagementcan reducetotal coststhroughvalue engineering
that eliminatesall needlesstasks and clients'demandsthat add no value to performance
Thus
2002).
(Williams,
least
function
the
of primary
cost
requiredserviceat
and so provide
multinationalsas FM providersare able to competefavourablyon cost advantage.
Humanresource
Observershave long notedthe relationshipbetweendevelopmentof humancapitaland
firm profitabilityfor competitiveedge (Becker,1993;Hope-Hailey,2005; Ulrich,1997).
Facilitiesmanagementwork is said to be labourintensiveand not too rewardingin terms
of job satisfaction(Gallagher,1998).

30

Howeverthe multinational FM providers have the resources to make the most of the
theoretical advantages of work-force motivation. This is done through intensive on the job
training, regular appraisals to determine personnel needs and a commitment to staff
development.This raises the enthusiasm of a loyal workforce, who then use standardised,
operating procedures and flexible working to achieve productivity and performance gains.
The availability of equipment and automation also enhance workflow and reduces the time
spent waiting for repairs or replacement equipments. Thus multinationals like other large
conglomerates,understand the relationship between concern for the well-being of the
workforce, development of human capital and the resultant higher productivity (Ferner et
al., 2004; llozor et al., 2002; Venables, 2005). Through staff development and training,
they unleash the commitment, loyalty and enthusiasm of the workforce to do and produce
more even at lower wages than competitors. This was the case at Karena and Reinhard
hospitals,where the services providers, paying lower wages than the health service, are
still able to attract and retain ancillary staff better than the NHS did.
But multinational FM providers also engage in brain drain by enticing the competent and
best personnel away from local entrepreneurs by offering them better jobs and choice of
work abroad without strings attached. They also have better incentive schemes like
employee of the month and year, visible management with less blame culture and a more
cohesive workforce as seen in this study. Hence they can deplete national reserve of
knowledgeand manual or ancillary workers whom they train or educate to become
valuable resources in their own rights. Perhaps this is why there are no local FM providers.
When organisations develop their personnel through intensive training, education and skill
acquisition, they build human resource as valuable assets, by enriching other motivators of
work apart from pay for better staff retention (Cappelli, 2000; Jolly, 2003; Savery, 1996).
These dedicated personnel then deliver innovative, quality customer service, competitors
cannot easily imitate as seen in some Japanese firms (Dyer, 1994; May and Suckley,
ý005; Pfeffer, 1994a; Setlzer and Bentley, 1999). Consequently, by developing their
human capital, multinational FM providers increase their resource base for competitive
advantage. Even when staff members are retrenched, or reassigned, their training and
skills acquired equip to liberate them for alternative employment or upward job mobility, as
was the case in this study.
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Physical resource
Physical buildings can enhance business profiles and proclaim organisational and worker
identity to the outside world (Alexander et al., 2004; Hosking and Haggard, 1999). Office
layouts and facilities control social contacts and relationships of those who work in them
and define the nature of their daily contact (Becker and Steele, 1995; Walton, 2007).
Furthermore,business buildings give a symbolic quality to an organisation to reflect
business vision and reinforce the power structure within the organisation through status
symbols, space and location (Alexander, 2003; Hatch, 1997). It provides workers with a
symbol of permanence, a haven of security and allows them to give of their best to their
organisations (Alexander, 2003; Ilozor et al., 2002). The aesthetic and functional quality of
the building and surroundings help improve ease or convenience, and the psychologicalor
spiritual well-being of patients in a hospital setting (Hosking and Haggard, 1999; Rodney
and Gallimore, 2002). FM providers can assist this "cultural landscaping" helping to
improve local ownership of the hospitals as residents culturally identify with their local or
community hospitals as seen at County hospital with local cultural prints, murals and
landscaping. Innovative designs are built for looks, form, functionality or fitness for purpose
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plan design aids workflow and working relationships. Those interviewed in both hospitals
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work and a centre of attraction in the commlinity. Such innovative designs that optimise
available space are associated with change improvements, and organisational profitability
(Alexander, 2003; Jones, 2000c). For example, University College London Hospital sold a
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Thus optimising the use of a redundant space and making profit for the NHS trust.
The culture of preventive maintenance of buildings and machinery and the innovative use
of land and vacant spaces can reduce the cost of managing buildings and increase
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revenuegeneration or cost savings for NHS trusts served by these providers (Jones,
2000c; Lai and Yik, 2007; Rodney and Gallimore, 2002; Williams, 2002).
Any revenue generated is used to offset and reduce their total costs hence dependence on
discretionaryallowances to mitigate their cost pressures. Thus the FM providers, enable
outsourced NHS trusts reduce cost pressures through preventive facilities maintenance
and management and change their workings relationships and work environments.
2.7.2 Private Finance Initiative (PFI)
Private Finance Initiative (PFI) was introduced in 1992 and hailed as a far-reaching and
radical change in capital investment in public service (HM Treasury, 1995; Payne, 2000).
It was originally meant to help Local Governmentsfinance the provision of social services
and repair roads in their borough through private funding (DoH, 2003; HM Treasury, 1995).
Their remit was expanded by the Labour Government to include a radical innovation in
financing new facilities and support services in the NHS through partnerships (DoH, 2003).
This dynamic change in the environment accorded the private sector the opportunity to
finance, build and manage healthcare facilities and the attendant risks for the working life
FM
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Wiklund
facilities
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of such
and
and
providers already have resources for investment and the trained personnel to carry out the
projects, thus PFI afforded them the window of opportunity for growth and to maximize
profits and return on investments as well as become change agents in NHS trusts served.
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servicesor healthcarebusinessperformance.
PFI arrangementshave allowedmultinationalsextendtheir servicesofferingsto include
majorprojectfundingand hencethe flexibilityof total FM serviceprovisionfor NHStrusts.
There is also an opportunity for those involved in the NHS trusts served to learn from their
vendors in areas of resource combination, sharing ideas and knowledge to produce new
knowledge that influence the innovative work place designs (Rodney and Gallimore, 2002;
Salonen, 2005). There is learning in contract management and sharing of control through
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interdependencefor mutual benefits (Jones, 2000c). However the commercial operators
have been in business much longer than their public sector counterparts. Consequently
the learning curve may be steeper for services managers than originally envisaged (House
of Commons,2003). There are many areas of commercial interest to learn. For example,
public sector managers must be knowledgeableand conversant with risk assessment and
managementand be able to negotiate fallback positions and contingency plans into future
contract bids against non-performanceor failure of contractors to secure equity capital.
There are negotiations in sharing refinancing profits and securing bid prices that do not
remove the incentive to perform or tie up future options in renegotiating contract prices to
meet changing needs of their trusts. Managers need to understand contract arrangements
and project management through effective relationship management in order to continue
realising value for money from creative designs. But they are learning and PFI schemes
offer them the opportunity to learn commercial discipline within appropriate governance
mechanisms.Thus, the public sector benefits from PFI schemes as services managers
continue to learn through knowledge transfer from their commercial counterparts.

Informationsystems(IS)
Informationsystems and the accompanying telecommunication technology are important
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They can also improve electronic monitoring and security of facilities like hospitals.
They are used by organisations like FM providers to integrate all systems, store data from
financial and non-financial performance measurements to market share, human resource
track
to
They
innovative
1991).
client
details
(Eccles,
or
monitor
are also used
and
project
improve
to
in
delivery
in
customer
technology
order
needs and objectives,
use and service
2002).
Williams,
2004;
(Nelson,
satisfaction through total cost reduction or added value
Consequently,information systems are the intelligence of the organisation, a repository of
information and monitoring device that helps FM providers add value to client offerings or
be a least cost provider and improve their own profitability for competitive advantage.
At County and Theresa hospitals, the information systems have improved the central
fire
bogus
deal
to
for
time
taken
the
with
monitoring of systems and reduced
security staff
alarms and hence improve patient and staff safety especially at night. Furthermore,
information systems aid management decision-making through scenario planning to
for
forecasting
better
for
in
generate alternative options
any situation or challenge and
tracking the performance of the workforce whose incentives are aligned to performance
measures (Eccles, 1991:133).
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For FM providers in particular, information systems help them maintain strict budgetary
controls over projects like healthcare facilities, by cutting out unnecessary and wasteful
duplication of practices and eliminating needless tasks that add no value to the
performanceof client operations (Atkin and Brooks, 2000; Williams, 2002; Payne, 2000).
Informationsystems also aid competitive procurement of goods for services delivery. They
help monitor supply chain, supplier movements (Nelson, 2004), benchmarked least price
payable for goods and the efficient use of the workforce for effective service delivery
(Williams, 2002). Consequently, information systems and technology are vital resources
for FM providers and indeed form part of the total FM as shown in figure 2.6 above.
The main benefits of information systems to FM providers is in storing, analysing and
tracking information or data on their operations, record keeping, integrating all projects and
systems in order to maximize profits through a more cost effective and efficient operation
that avoids wastage or duplication (Alexander et al., 2004; Williams, 2002). However the
centralisationof such vital information and records of any organisation in the possession of
their services providers can become a source of power and control over the client, making
NHS trusts involved in total FM dependent on their services providers. For example, the
FM providers in total FM like Theresa and County hospitals, will own, manage and
maintain their healthcare facilities for the next thirty-five years. They have the power to
allocate status symbols like office location and parking spaces. They can lock or unlock
doors at will and impose security checks on all members of staff, as is the case in this
study. All the information on staff movement and all the systems in the facilities are
centrally monitored and records kept and owned by the FM providers. This gives the
erstwhile "underdogs of support services" power and control over NHS trust workers, their
movements and security for thirty-five years hence (Zukin, 1991)l

Theseare broadlythe perceivedadvantagesand unintendedconsequencesof FM
servicesprovisionfrom multinationalsto outsourcedNHStrusts.
This thesisnow exploreshow NHStrusts can efficientlyand effectivelydeployfinancial
and humanresourcesto improveorganisationaloutcomesand realisetheir outsourcing
objectives.
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Chapter 3
3.1

Literature Review: Resource acquisition through
outsourcing and relationship management

Introduction

Increasingglobal competition and changing technology including information technology
combined have shifted organisational goal from simply economising to adding value
(Pettigrew and Fenton, 2000; Power et al., 2004). Multicultural customers now demand
added value in products and services not just cheaper prices while organisations struggle
to achieve or maintain competitive advantage (Campbell, 1995; Khong, 2005; Power et al.,
2007). Outsourcing can enable firms tap into new ideas, knowledge and creativity through
access to services' providers resources like skills, experience, specialised equipment and
investmentsto provide services of better quality, at lower costs than in-house departments
(Campbell, 1995i Sveiby, 1997; Power et al., 2007). Outsourcing can also enable workers
seize the opportunity for career development and advancement to sharpen and upgrade
their skills to professional standards and so liberate themselves from manual workers to
professionals(Leavy, 2004; Sveiby, 1997). Consequently, organisations outsource
peripheralfunctions to benefit from its cost reduction or value for money and added value.
The business interaction between hotel services managers and their services providers,
Government agencies, charitable organisations and the private healthcare sector involves
relationships.The decision to outsource services was made for them. Adding value to firm
activities underlies the literature on outsourcing, the resource-based view of the firm and
strategic alliances, centred on inter-firm relationships or partnerships (Pettigrew and
Fenton, 2000; Eriksson and Laan, 2007). Observers note that business is about
relationshipsthat provide the context of interaction, cooperation and collaboration for the
successful coordination of economic activity (Webb and Laborde, 2005). Others comment
that businesses can be transformed through relationships that enable firms gain access to
more efficient specialist skills, best practice and investments to respond to business needs
(Linder et al., 2002). Such businesses can become profitable and effective through better
focus on core functions, social support and input of new ideas (Elmuti and Kathawala,
2000). Thus business relationships are at the core of successful resource acquisition and
utilisation for creating value through innovation and learning for competitive advantage.

The literatureon inter-firmrelationshipsis reviewedbelow.Also reviewedare resource
dependence theory, transaction cost economics and interaction model, concerned with
resource acquisition, governance frameworks and contractual relationship management.
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3.2 Outsourcing: Accessing resources through contracts
Some organisations choose contractual arrangements like outsourcing to access scarce
resources in order to reduce costs or build capabilities and competence for competitive
advantage (Das and Teng, 2000; Leavy, 2004). The literature treats outsourcing differently
from strategic alliances probably because outsourcing of non-critical functions is usually
concernedwith enhancing specialisation and organisational focus on core activities to
build capabilities for competitive advantage (Gadde and Snehota, 2000; Prahalad and
Hamel, 1990). The motives for strategic alliances (section 3.6) on the other hand, range
from co-option of potential competitors and learning to internalisation of knowledge for
involve
in
However,
both
(Doz
Hamel,
1998).
nature,
creating value
are contractual
and
hybrid structures and are concerned with collaborative arrangements with external others.
Researchersproffer many reasons why organisations choose to outsource semi-critical or
non-criticalfunctions (Cross, 1995; Fill and Visser, 2000; Jennings, 2002; Lacity et al.,
1995; Peisch, 1995). Outsourcing refers to "subcontracting custom-made articles, products
(Fill
to
and
company"
another
or services, construction components or sub-assemblies
Visser, 2000). Outsourcing is essentially 'contracting for results' not collegiate obligations
the
to
is
quest
(Peisch,
1995:
For
32).
solution
or assets
services, outsourcing seen as a
for a continuous, reliable and uninterrupted service (Cross, 1995; Fill and Visser, 2000).
Outsourcing may be total, as in design, build and deliver arrangements, or selective as in
2000).
Visser,
Fill
2004;
(Davis,
in-betweens
information
technology
and
payroll and
or
Why study outsourcing in line with other studies?
Many studies used participants' perceptions to document the benefits of outsourcing. But
For
NHS.,
in
the
involved
example,
them
none of
support services outsourcing
specifically
(Elmuti
impact
and
the
of outsourcing
some studies analysed
effects, advantages and
Kathawala, 2000; Heide and John, 1990; Khong, 2005; Webb and Laborde, 2005). Others
investigated public sector organisations (Lacity and Willcocks, 1997; Lim et al., 2007) and
facilities management in the health service (Okoroh et al., 2002; Rodney and Gallimore,
2002). Others studied customer services (Khong, 2005) and logistics (Power et al., 2007),
to document the benefits of outsourcing as in this study. From these studies, the perceived
benefits of outsourcing range from access to provider resources, cost reduction to value
for money. To these benefits, this study adds learning, innovation, career development
and advancement for the liberation of workers as added value. Thus the value-adding

benefits of outsourcing are worth examining.
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3.2.1 Cost reduction
Organisationsoutsource non-critical functions or services in order to reduce in-house cost
of production (Jennings, 2002) or acquire skilled personnel (Joshua-Amadi, 2002,2003;
Lacity et al., 1995; Peisch, 1995). Some firms outsource troublesome functions to focus on
Waterman,
1995;
1997;
Peters
(Cross,
Dyer,
and
core competence or enhance resources
1982),while others maximize flexibility and control for competition (Fill and Visser, 2000;
Lacity et al., 1995). For example, Cross (1995:102), noted that British Petroleum (BP)
outsourcedtheir information technology to effectively focus on 'finding and producing
hydrocarbons'while Microsoft and Intel both concentrate on research and development,
outsourcingal'Iother functions like administration, security, production and marketing of
their products (Davis, 2004). Similarly, Apple computer focused on creating a user-friendly
design and appearance of its hardware and software while outsourcing the rest of its
functions (Quinn et al., 1990), while Honda used its exclusive engineering skills to become
a world leader in small engine production, outsourcing the production of other motor parts
(Dyer, 1997). Peisch (1995) posited that the hospital he studied outsourced all its surgical
Consequently
from
leverage
for
to
experts.
surgical competence
services
skilled personnel
researchersbelieve that some organisations can become more productive and competent
by
to
on
deliver
concentrating
time
to
customers
value
using managerial
added
and effort
their core competence and outsourcing peripheral functions to external experts.
3.2.2 Access to skill and knowledge for adding value
Organisationscan access skills, experience and expertise through outsourcing to build
to
offerings
Rock,
1999)
2006;
Miozzo,
customer
(Grimshaw
value
or
add
capabilities
and
(Grossberg, 2004; Huber, 1993; Leavy, 2004; Linder et al., 2002). For example: services
in
its
build
to
ServiceMaster
unique capability maintenance services
outsourcing enabled
to become an important market innovator and repository of market knowledge and
first
being
the
by
in
1991
bank
caused a stir
expertise (Quinn et al., 1990). Continental
bank to outsource its "crown jewels" of information technology in order to concentrate on
Similarly,
1993).
(Huber,
business
bank's
the
customer relationships that form the core of
to
building
banks
loans
through
societies,
and
supermarkets now offer mortgages and
their
to
in
their
these
value
process
risks and rewards while adding
services and share
in
their
have
become
Building
(Rock,
1999).
versatile
more
customer offerings
contractors
facilities
in
become
industry
to
management
through
service offerings
giants
outsourcing
2003).
Ralph,
(Jones,
2000c;
higher
and so earn
streams of revenues and profits
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Some organisations have used outsourcing to enter new markets (Grinshaw and Miozzo,
2006; Grossberg, 2004) while others used it to enable them reap rewards of innovation
using the resources of their vendors (Leavy, 2004; Linder et al., 2002; Quinn, 2000).
Other organisations have become more flexible and in control of their operations freed
from distractions and troublesome functions thereby cutting investments in these areas to
build unique capabilities in other areas (Davis, 2004; Huber, 1993; Quinn et al., 1990).
Some have transformed their organisations through resource acquisition and overcome
the resistance to change (Linder et al., 2002) or become a learning organisation through
outsourcing (Jamali et al., 2006; Senge, 1990; Quinn, 1999). Some workers used the
outsourcingopportunity to upgrade their skills, improve their image, employability and selfesteem and liberated themselves from manual workers to professionals (Sveiby, 1997;
Khong, 2005). Others saved on the cost of risky investments till such services became
established and successful or outsourced manual tasks to save costs through the scale
Bank
Barclays
For
1999).
Rock,
(Huber,
1993;
example:
economies of external experts
teamed up with British Telecom to establish Internet banking while outsourcing its help
desk telephone service involving manual repetitive tasks, to improve service quality to
users and save costs. Thus outsourcing can benefit organisations in different ways.
But for many organisations, efficiency gains are the main reasons for outsourcing (Cross,
1995; Elmuti, 2003; Fill and Visser, 2000; Knight, 2004), or mimicking the Shamroch

legal,
(Handy,
1996)
by
organisation
outsourcingperipheralactivitiessuch as payroll,
informationtechnology,hotel servicesand peripheralpersonnelto contractorsto reduce
total costs(Elmutiand Kathawala,2000). Somefirms streamlinedor reducedstaffing
levelsto save on salaries,pensionsand benefits(Cross,1995;IPD, 1995; Peisch,1995).
Outsourcing can also provide cost efficiency for capital projects, through outsourcing
dormant or non-critical functions to outside specialist who have access to superior cost
drivers like low cost locations, expertise, learning and scale economies to reduce unit
costs (Davis, 2004; Jennings, 2002; Peisch, 1995). Similarly, dormant resources like office
increase
for
be
to
corporate
or
space can
other projects
redeployed earn revenue streams
profitability (Lacity et al., 1995; Khong, 2005; Peisch, 1995). Some firms used outsourcing
to reduce inventory and possibility of obsolescence or restructured their budgets thereby
turning fixed into variable costs (Huber, 1993; Lacity and Hirscheim, 1999).
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3.2.3 Un-materiallsed cost savings
While many organisations (68%) enjoy savings in time and money (Labour Research,
2005a; Rock, 1999), for others, the perception of cost savings may not always materialise
leavingthem disappointed and frustrated (Currie et al., 1999; Fill and Visser, 2000;
Lacity et al., 1995; Labour Research, 2005d; Peisch, 1995; Rock, 1999;). Reasons for this
range from hidden costs such as irrecoverable value-added tax (VAT), start up costs that
can only be recovered through the lifetime of the contract and different assessment of cost
drivers, to changes in need and expectations (Lacity and Hirchheim, 1999; Rock, 1999).
For example, clients assume vendors' costs must be lower due to scale economies and
specialisation but vendors must generate fair profit for shareholders while in-house
operations only need to recover cost (Lacity and Hirchheim, 1999; Power et al., 2004).
Furthermore,according to traditional Transaction Cost Economics, in-house operations
can minimize their total transaction cost due to efficient system of reward And punishment
that can discourage employee opportunism while outsourcing involves initial search and
contract negotiation costs and later, coordinating, performance monitoring and contract
enforcement costs to mitigate opportunism of vendors (Williamson, 1975,1981,1991).
Also when there are few vendors with enough financial backup facilities to engage in total
outsourcing,they can take advantage of their captive customers through hidden costs
(Barth6lemy,2001; Barth6lemy and QuNin, 2006). Thus, contracts without built-in cost
flexibility to accommodate changes in client expectation and need, (internal uncertainty),
will always be froth with disappointment, frustrations and unrealised expectations.
But the initial assessment of potential cost savings is problematic (Power et al., 2004).
Proponentsof cost-efficiency note that such expectations may be illusionary due to what
Lacity et al., (1995), call 'hidden agendas and divergent interests'. Thus, total costs may
escalate beyond expectations. For example, misunderstood contract details, reduced
performancestandards or expected quality unrealised, may all reduce the total anticipated
cost savings (Cross, 1995; Davis, 2004; Peisch, 1995). Williamson (1975) admits that
costs are difficult to assess. He notes that costs depend on the frequency of transactions
and the threat of opportunism or Williamson's (1996: 215) "self-interest seeking with
guile". Thus, Williamson (1996) advises buyers, to assess monitoring and coordination
to
in-house
Consequently,
have
costs against
advised outsourcers
production.
observers
decompose their cost drivers (table 3.1) and evaluate where outsourcing can save them
money (Davis, 2004; Leavy, 2004; Power et al., 2004). Total transaction costs can be
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controlled and reduced by reducing excessive and frivolous demands and tying service

usageto costs (Huber,1993;Lacityand Hirchheim,1999;Rock,1999).Furthermore
clients should weigh other intangible benefits that accrue from outsourcing to compensate
them. These are the elimination of troublesome functions, saving in managementtime and
effort, turning fixed into variable costs, reduced uncertainty in services provision, the
improvementsin service delivery and innovation (Anderson and Goodman, 2002; Davis,
2004; Currie and Galliers, 1999; Labour Research, 2005d; Storey and Salaman, 2005).
Table 3.1

Suggested areas to outsource (Davis 2004)

KEEPIN-HOUSE
All core functions

OUTSOURCE
All peripheral functions

All profitable functions

All overused functions seen as internal cost
Troublesome functions seen as headache,
distraction or frustrations
Non-transferableCritical resource Functions that maximise flexibility (staffing)
L
I
3.2.4 Political imperative
Organisationsare political entities (Hall, 1991; Handy, 2000; Hatch, 1997). Outsourcing

decisionsmay be more influencedby organisationalpoliticsand needsof the dominant
coalitionthan economicor stakeholderconsiderations.Thus there are manyreasonswhy
from
These
imperative.
the
credibility
organisationsoutsourcewithin
range
political
enhancement,wheredirectorsoutsourcetheir kingdomsto showthat they are corporate
players. Many jump on the bandwagon of others' success and media reports without
detailed analysis of their cost drivers or with hazy expectations only to be disappointed and
be forced to rebuild their in-house operations at extra costs (Lacity and Hirchheim, 1999;
DiMaggio and Powell, 1983; IPD, 1998). Others may outsource their services to prove that
in-house team need more funding to provide the same level of services as outside
Teisberg
2002;
2004;
Rodney
Gallimore,
et al.,
(Bruce,
1998;
Power
contractors
and
et al.,
1994). Some are constrained by the efficiency drives to streamline staffing levels or dump
the efficiency initiatives on services contractors whom they blame for failure to make their
that
(Rock,
But
1999;
IPD,
1998).
note
observers
outsourced operations more efficient

for
information
data
like
managerialpractices
centres,centralisationof
consolidating
commonusageand the tighteningof controlscan aid efficiencygains morethan vendorst
scale economies or specialisation (Lacity and Hirchheim, 1999; IPD, 1998).
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3.2.5 Outsourcing process (IPD manual, 1998; Table 3.2 below)
Outsourcinginvolves a complex process of coordinating activities between networks of
other organisationsfor maximum effectiveness (Bruce, 1998; Davis, 2004; Rock, 1999).
The process begins with a decision to solve an organisational problem followed by an
analysis of organisational strengths and weakness in terms of resources and capabilities
to be matched with external opportunities and threats from competitors (Coulter, 2005). In
the case of public sector organisations, there are regulators, political policies and diverse
stakeholders' interests to consider (Jones, 2000; Lin et al., 2007). Outsourcing of services
ends with managing the contractual relationships with providers to achieve the expected
outcomes (Davis, 2004; Huber, 1993). The inability to properly manage this relationship is
a source of most outsourcing failures (Elmuti and Kathawala, 2000; Webb and Laborde,
2005). Observers note that top management involvement and commitment in outsourcing
is needed for a successful outcome (Linder et al., 2002; Khong, 2005; Power et al., 2004).
Executivesmust take the lead in assessing what is to be outsourced, redirect resources
needed, overcome obstacles and resistance to change and help to minimize the effects of
outsourcingsuch as job losses, redeployment and loss of morale in those who are left.
Where chief executives took the lead, outsourcing enabled the organisation to transform
itself, as seen in Sainsbury supermarket (Linder et al., 2002). The reverse is also true.
3.2.6 Situation analysis
Fundamentalto the belief of outsourcing is that organisations focus their time and effort on
their core, profitable and unique businesses and outsource the rest (Davis, 2004; Rock,
1999). Thus, a thorough analysis of the present position must be made (Coulter, 2005).
This will indicate how outsourcing can help organisations concentrate effort on chosen
businessesthrough access to skills, technology and knowledge, eliminate troublesome
functions and enter new markets or new businesses.
Situation analysis generates a clear reason to outsource for which a strategy is crafted
based on internal resources and capabilities against external opportunities and threats
(Coulter, 2005; IPD, 1998). Strategy is defined as a goal-directed decision and action in
which a firm's capabilities and resources are matched with opportunities and threats in its
environment (Coulter, 2005:5). It is the duty of management to build consensus through
open, honest and credible communication to prepare those concerned with envisaged
major changes and obtain ownership of the strategy crafted (Huber, 1993; Leavy, 2004).
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Thefailureof someorganisationsto adequatelyanalysetheir situation,craft a suitable
strategy,communicatemeaningfullyand timelywith affectedstaff to gain ownershipof
changesthat affecttheir lives may resultin outsourcingfailure.
3.2.7 Implementing the plan
A detailedstudyof the feasibilityof outsourcingis needednot only to analysethe risks
involvedbut plansto minimizethem and avoid later dissatisfactionand frustrations(Huber,
1993;IPD, 1998;Rock 1999).Vendorselectionis simplifiedby the array of experienced
consultantswho now undertakehelpingorganisationsanalyse,screenand negotiate
contractagreementsthat work over the long term (Davis,2004, Huber, 1993;IPD, 1998;
Rock,1999).Vendorsare selectedbasedon their skill, experience,expertise,reputation,
performancerecord,financialviabilityand abilityto providebackupor disasterrecoveryfor
un-interruptedservice(IPD, 1998;Linderet al., 2002; Rock, 1999).Outsourcingfirms are
advisedto alwaysbalancevendors'experience,ability,reputationand qualityor valuethey
can add to organisationaleffectivenesswith their contractpriceto avoidthe choiceof
cheapestsupplierthat may result in unrealisedobjectives(Khong,2005; Moore,2007).
Havingselectedan appropriatevendor,contractdetailsare hammeredout throughdue
diligencein importantareas of legal,specifications,personnel,servicelevels,securityand
joint workingagreementsto avoid laterdisagreements,conflictand penaltiesor arbitration.
Thustime spent underdue diligencein workingout detailswill save disappointmentslater.
Forthe healthservice,NHS Procurementacts as their outsourcingconsultantto ensure
uniformityof properlystructuredcontractsthat meetwith EuropeanUnionpolicies(Cabinet
Office,1998).However,senior managementare advisedto pay particularattentionto
personneland union issuesthat conformto EuropeanUnion(EU) regulations(IPD, 1998;
Rock,1999)or face legal consequencesof non-conformitywith EuropeanAcquiredRights
Directivesof TransferUndertakingsProtectionof EmployeesRegulation(TUPE,1981).
3.2.8 Transfer of Undertakings for the Protection of Employees Regulation (1981)
The growinginterdependenceof economiesand job mobilityof workersresultingfrom
globalisationand outsourcingprompteda needfor the uniformityand harmonisationof
HumanResourcepracticesin the EuropeanUnion(Ohmae,1995;Lansburyand Baird,
2004;Sumetzberger,2004). This is knownas Transferof Undertakingsfor the Protection
of Employees(TUPE)Regulation.The aim of the regulationis to protectworkers'rightsin
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employmentrelations as they are transferred from one employer to another across
boarderswithin the European Union (EU) and to ensure the continuity of employment.
HoweverTUPE provides only limited protection for such workers due to many reasons.
Firstly,the regulation is complex and contains legal loopholes open to alternative
interpretationsand local meaning. Secondly, the regulation does not and cannot cover all
aspects of employment relations and work reorganisations.Thirdly, most employment
contracts are incomplete and workers lose track of their original contract details over time.
Table 3.2
Make or buy
decision
Reasonsfor
outsourcing
What to
outsource
Gain consensus
and ownership

Outsourcing process (IPD, 1998)
Senior management to decide after situation analysis
Be clear of objective, scope and focus of main goal to attain
All peripheral functions, non core, non-profitable or unique
Communicate strategy to all concerned, union and staff, to maintain
Compromise
fed
by
fears
gossip.
productivity, staff morale and alley
Get specialist consultants' help to analyse, screen vendors and

Vendor selection negotiate binding contracts based on measurable service parameters
hammer
to
out
or engage skilled and experienced contract managers
limits
Know
but
flexible
terms.
beneficial
of contractor remit.
mutually
Allow due diligence procedure to verify or change data/specifications
Draft in arbitration, termination clauses and controls for change
Relationship

Senior management involvement, support and commitment needed.

management

Partnership of mutual respect, open communication and problem
blame
than
and
adversarial confrontation
solving more successful

Transition period Reality dawns. Culture clashes, redundancies, teething problems.
(90 days)

Define roles and authorize responsibilities. Reduce resistance to
implementation
Post
and quality reviews needed.
changing roles.
Open dialogue and counsel for concerned staff to find new jobs

Progress

Regular reviews of whole service to identify and solve problems.
Search for service improvements. Regular reporting for corrections.
Manage relationship with mutual respect and cultural awareness.
Communicate. Manage change, uncertainties and share benefits
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Fourthly,most workers base their relationship with employers on the "psychological
contract"of mutual expectations rather than formal employment contracts (Argyris, 1962;
Cooke et al., 2004). Lastly although new employers under TUPE assume all powers,
rights, obligations, duties and liabilities of the transferred workers, they are only obligated
to consider salaries, holidays and sickness pay but not pensions. Furthermore, new
employers can streamline their workforce under the guidelines offered by TUPE for
economic, technical or organisational (ETO) reasons. Thus, employers can repackageand
offer revised employment relations that are either favourable or detrimental to transferred
workers. The UK Government offered guidelines to those involved in outsourcing (market
testing), where workers are transferred in 1993 and ratified it in 1996 (Cabinet Office,
1996). But the legal loopholes can still favour new employers hence the different research
findings between the intended and implemented policies (Khilji and Wang, 2006).
Researcherswho studied the effectiveness of TUPE reported a diversity of findings even
within the same organisation employing workers at different locations (Cooke at al., 2004;
Lansburyand Baird, 2004; Sumetzberger, 2004). For example in their case studies of
hotel services and estates facilities under PFI, Cooke et al., (2004) found that the reasons
for the transfer of workers from public sector employment to a commercial one were
essentiallyto reduce costs and improve the efficiency of the services. They also found a
high level of worker resistance to changes being made by the new commercial employer
such as team-working and multi-skilling or generic working. These findings are consistent
with the problems found during the transition or due diligence stage of change, as workers
transfer from the public to the private sector. In contrast to their study, all the outsourced
services in this study have been in place from four to twenty years. Thus the commercial
for
found
the
have
work
alternative
services providers
workforce and
already streamlined
those unwilling to accept changes or work in the commercial sector.
3.2.9 Outsourcing relationship management
Senior management must be involved and fully committed to managing the resultant
relationshipfor without their support, observers say that outsourcing goes awry (Blumberg.
2001; House of Commons, 2003; Linder et al., 2002; May and Suckley, 2005; Power et al.,
2004). They have the unenviable task of overcoming obstacles and resistance to change,
communicatingthe risks and rewards to be shared and dealing with people issues. They
2006).
(Sheu
to
the
also need redirect resources and encourage
et al.,
acquisition of skills
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Relationshipcan be through partnership with suppliers, where partnership is defined as "a
collaborativeand interactive business relationship between a company and its supplier"
(Bruce, 1998:1). In such a relationship, both parties are mutually dependent in terms of
inputs, co-production and resultant rewards. Such partnerships entail the management of
sensitive relationships on personal, social and business levels, as suppliers help clients
meet their business needs while retaining control, and avoid the difficulty of adversarial
confrontationssome outsourcers experience (Bruce, 1998; Kanter, 1994, Teisberg et al.,
1994;Webb and Laborde, 2005). Such long-term relationships are built on teamwork,
trust, mutual respect, constant communication and cooperation (Blumberg, 2001) to iron
out possible misunderstandings or cultural clashes and so improve service quality through
innovation and reduce costs (Barney and Hansen, 1994; Elmuti and Kathawala, 2000). For
example, while Ford Motors used to rely on adversarial supplier contracts with resultant
bad relationships (Campbell, 1995; Key et al., 1994:28), Marks and Spencer and Benetton
worked closely with suppliers to influence their product quality and encourage flexibility to
adjust to changes and maintain continuous innovation that helped build capability into
routines and reduced total costs (Bruce, 1998; Jennings, 2002). But despite all care
outsourcing can still fail due to the reasons listed in table 3.2 above.
Customer relationship management (CRM)
Howeverto reduce the incidence of outsourcing failures, Osarenkhoe and Bennani (2007),
list the core requisites of effective customer relationship management (CRM) as follows:

(a)

emphasison qualityof productsor servicesprovided

(b)

effective management of the gap between customer expectation and
performance in order to satisfy the needs of customers
investment in the workers (training) and giving them incentives to enable and

(C)

increase
to
them
to
profits
and
customers
services
motivate
give professional
(d)

listen
in
to
dialogue
and
order
communication and meaningful
with customers

loyalty.
individual
their
their
to
custom
and
adapt
preferencesand so retain
(e)

better
in
to
to
targets
order
setting realistic
monitor and assess performance
understand the elements of customer services offering to expand and meet

other needsof the customerfor prolongedmutualbenefits
In this study,customerrelationshipmanagementis broughtto the fore to enableservices
providersexpandtheir offeringsto meet customerneedsbeyondoutsourcingexpectation
and so retaintheir customand loyaltyand increasetheir profitsover longerperiods.
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3.2.10 Outsourcing controversy
Outsourcingin general is said to have hit a plateau (Caulkin, 2007; Preston, 2004). This is
probably because of dissatisfaction with the impact of sourcing decisions on the business,
uncompetitivecosts, and unrealised objectives. Other reasons range from lock-in effects
that preclude flexibility for other business relationships (Preston, 2004; Power et al., 2004)
to changing needs and expectation or loss of in-house competence (Power et al., 2007).
Outsourcing in the NHS has not been without controversy (Labour Research, 2004,2005c,
2005d). Some called outsourcing an emotional process (Webb and Laborde, 2005). For
example: support services were outsourced in 1983 to involve the private sector in the
NHS but to date it has not been accepted and still arouses fierce passions (Carlise, 2007).
The unions call for a freeze in services outsourcing because it means loss of jobs for their
members due to the central Government's plan known as "Peter Gershon's efficiency
drive" to streamline personnel and save revenue. It also claimed that support services
outsourcing meant low wages for union members, paid by contractors who must acquire
all support services workers as part of the contract deal (Labour Research, 2005b). Many
complain that cost containment promised has not materialised probably due to changing
expectation, lack of flexibility in their contracts or lack of focus in services improvements
(Key et al., 1994; Labour Research, 2005d; Moore, 2007). Some unions regard services
outsourcing as part of "the Government's obsession with market-driven Tory policies" and
have cut their.Labour party contributions to make their point (Labour Research, 2005a).
Some NHS trusts regard services outsourcing and extended choice for patients as
(Johnson,
idle
lie
facilities
their
needless expansion of capacity when
and unutilised
own
2005). Others complain about hospital cleanliness and link it to outsourcing (Moore, 2007).
Furthermore,the issues of leaking confidentiality to vendors and external others, ethical
consideration and lack of real benefits has continued to plague the outsourced national
healthcare information technology to date (Anderson and Goodman, 2002; Foster, 2005).
But despite the controversies, services outsourcing will continue in the NHS, alongside a
strong central control and domination and may even increase by 25% to increase capacity
and capability of the whole system (Arie, 2005; Bellamy, 2002; Blair, 2005; Crisp, 2005).
Outsourcing is generally plagued by controversies due to the changes it brings (Linder et
al., 2002; Webb and Laborde, 2005). People dislike the resultant disruption, loss of job
loss
fear
the
Others
2004).
(Power
security and uncertainty of outsourcing outcome
et al.,
of control over services, the inevitable dependence on vendors, the risk of transferring
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people, production and services to outside vendors, hidden cost and the cost of rebuilding
services should outsourcing fail (Khong, 2005; Leavy, 2004). There is the risk of losing inhouse skill when learning opportunity is ceded to a vendor. For example: General Motors
outsourcedthe production of microwaves to Samsung of Korea only to become involved in
a dependency spiral that culminated in the loss of a learning opportunity and dominance of
the microwave market by Samsung (Leavy, 2004).
These controversial issues are reflected in this study and are discussed in chapter 5
3.2.11 Public sector organisations
Outsourcing in the public sector is generally regarded as a complex, politically sensitive
process involving many stakeholders often with different views, conflicting objectives and
agendas (Lin et al., 2007; Harland, Knight and Lamming, 2005). There is pressure on them
to function like private commercial firms deemed to be more efficient, even though public
sector organisations are not designed to be efficient but to be fair and accountable as
constrained by the political timetable for the public good (Lin et al., 2007). Furthermore,
public sector organisations are plagued with inefficient and ineffective management
practices, that build slack into the system and increase total costs while the commercial
sector are motivated by economic considerations (Lin et al., 2007). Public organisations
are often required to provide better social services like healthcare but often with reduced
budgets although the funding for the NHS has been increased during the present
forced
(Eaton,
Consequently,
2007).
are
administration
some public sector organisations
to determine what it means to achieve best value for money locally in place of efficiency.
3.2.12 Why outsourcing falls
Observers note that 30-50% of all outsourcing ventures fail due to lack of well-defined
focus or contract management (Davis, 2004; Labour Research, 2005d). Other reasons for
failure are said to be the inability of suppliers to deliver projects on time and within costs,
failure of purchasers to realise the level of expected savings or dissatisfaction with
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Outsourcing ventures also fail because parties to interaction may fail to address potential
problems early to save time, effort and misunderstanding while some make pre-contractual
mistakes and fail to clearly define the scope, objective and focus of outsourcing (IPD,
1998; Lacity and Hirschheim, 1999; Rock, 1999). There may be loss of shared vision and
ownership of the whole venture or lack of compromise between parties to interaction
(Lacity and Hirschheim, 1999). For some there may be lack of senior management support
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and commitmentto see it through. For others when expected efficiency and cost savings
fail to materialise due to hidden costs, inexperience in contract bidding and process
management,lack of understanding of scope of operations and changes in expectation,
they lose interest due to unmet expectations (House of Commons, 2003; IPD, 1998; Rock,
1999). People problems can present as cultures or personality clashes, lack of mutual
respect or cultural awareness (IPD, 1998; Rock, 1999). Also because most people dislike
change and uncertainty that produce a sense of loss, instability and anger from disruption
of routines and relationships, they resist outsourcing initiatives and do not make the
commitment needed to engage in managing the relationship for mutual benefits (Rock,
1999).Thus managers are advised to carefully weigh the cost of services outsourcing
against its benefit before embarking on such ventures.
Other organisations that outsource to weather seasonal downturns or reduce competitive
pressures may lose the capacity and competence to take advantage of market changes
when there is an upturn in demand (Lacity et al., 1995). Similarly, lean, flexible and core
competencefocused firms may lose the ability to build tomorrow's capability due to lack of
relevant resources or narrow vision. Indeed, such firms may be stuck with obsolete
functions or lose competitive advantage due to lack of flexibility (Cross, 1995). Jennings
(2002) cites the case of Boeing operating lean supply that resulted in their inability to meet
cyclical increase in demands and so lost market position and profitability. Thus outsourcing
like alliance formation, to access resources for competitive advantage, can become
double-edged(Leonard-Baton, 1992). They shield firms from competitive pressures but
when conditions change, they can block the ability of firms to respond due to dulled
motivation and competence and distorted perceptions from the inertia of either focusing on
core competence or inflexibility of in-house integration to reduce transaction costs.
But despite these failure rates, many organisations report improvements to their services
offering due to outsourcing. For example, Citi group claimed to have saved $75m in one
year while Prudential Insurance made a 30% saving on total transaction cost and
American Express made 50%. Similarly, British Petroleum reduced its staffing from 1400
to 150, a 65% reduction in salaries, pensions and contributions due to outsourcing of its
informationtechnology alone (Cross, 1995; Davis, 2004; Lacity and Hirschheim, 1999).
Writers agree that the success of outsourcing depends on the degree of coordination and
relationship management. They note that mutual cooperation becomes less costly in
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monitoringterms, when suppliers gain expected revenue streams for providing agreed
reliable and uninterrupted services (Fill and Visser, 2000; Lacity et al., 1995; Peisch,
1995).Thus, outsourcing benefits depend on good internal assessment of resource need
against the potential problems of divergent expectations, contract haggling, performance

monitoringand relationshipmanagementto meetagreedobjectivesfor mutualbenefits.
To reduce the dissatisfaction with outsourcing results, and increase their benefits,
organisationsare advised to first assess internal needs, clarify purpose, objectives, scope
of outsourcing and contextual issues and weigh them against the problems of outsourcing
(Cross, 1995; Davis, 2004; Jennings, 2002; Power et al., 2004). Hence, the reputation,
integrity, capacity to meet demand and the financial foundation that determines stability,
attractivenessand reliability, of the supplier firm are of paramount importance to buying
firms (Caulkin, 2007; Leavy, 2004). Then parties to interaction must manage the resultant
relationshipwith trust, mutual respect and consideration of future benefits to reduce the
costs of contracts renegotiations, haggling and monitoring (Barth6lemy and Qu6lin, 2006).
Thus, outsourcing skills are needed to evaluate providers, establish a clear performance
criteria and contingency sanctions against non-performancewith monitoring provisions in
contracts (House of Commons, 2003). Outsourcing and strategic alliances can be classed
as hybrid forms due to their strong incentives to reduce costs, adapt processes efficiently
and the inter-dependency created by mutual resource needs (Williamson, 1996).

So what relationshipskills do the managersinvestigatedin this study haveto maketheir
services outsourcing venture successful and mutually beneficial?
3.3

Resource-based view of organisations

The Resource-basedview (RBV)was foundedby Edith Penrosein her seminal(1959)
book, "TheTheoryof the Growthof the Firm"and later expandedin Penrose(1996).The
frameworkwas built up by Nelsonand Winter (1982),re-ignitedby Wernerfelt(1984),
Barney(1986,1991),Dierickxand Cool (1989)and Peteraf(1993)and subsequently
permeatedinto generalmanagementthinkingby ideasfrom Prahaladand Hamel(1990).
The centralpremiseof Resource-basedview of organisationsis that, "sustainedsuperior
performanceis a firm-specificphenomenonderivingfrom resourcesand capabilitiesthat
produceeconomicrents by virtue of their value, scarcity,imperfectimitabilityand rent
appropriability"(Powell,2001:881).The heterogeneityof resourcesand capabilitiesis the
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cornerstoneof resource-based approach (Helfat and Peteraf, 2003; Peteraf and Bergen,
2003; Teece et al., 1997). Valuable resources help organisations attain strategic position
through cost reduction or product differentiation (Haberberg and Rieple, 2001). These
valuable resources include organisational competences and capabilities, incorporated in
learned skills and routines, built over time through tacit knowledge (Dierickx and Cool,
1989; Henry and Mayle, 2002; Knight, 2004; Teece et al., 1997; Winter, 2003:991).
Organisationsare large complex social systems consisting of assortments of resources
(Andersonet al., 1994), capabilities and competence (Kanter, 1983; Teece et al., 1997).
These capabilities and competence built over time, become firm specific assets difficult if
not impossible to imitate that can help organisations create wealth and value through more
efficient production process or new products and services. Thus, organisations can attain
competitiveadvantage through control and access to resources that enable them develop
and build competence and capabilities over time (Collis and Montgomery, 1995; Dierickx
2003).
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Thus, organisations may engage in alliances to access valuable resources and build
capabilities for competitive advantage. Indeed, alliances are said to be ways of extending
resources to build capabilities in order to develop sustainable competitive advantage
(Grant, 1991). Alliances formations and management are dealt with below in (section 3.6).
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For example, NHS trusts partners with private financial and charitable organisationsto
share facilities to save costs or access funds for capital improvement and some are in
partnershipwith other NHS and private hospitals to share facilities and so reduce costs.
The resource-basedview of organisations has emerged as a complementary approach to
understandingorganisational competitive strategy (Das and Teng, 2000; Grant, 1996).
Its inward looking approach, contrasts with Porter's (1980) competitive forces model and
Carl Shapiro's (1989) strategic conflict approach. Both are said to be outward looking and
based on strategy of limiting competition through raised rival costs and entry barriers
(Teece, Pisano,and Shuen, 1997).
Teece et al., (1997:516) regard the term "resources" as misleading and prefer to call them
"firm-specificassets", because resources they say, include trade secrets, specialised
engineering and production facilities that also contain tacit knowledge. Trade secrets here
refer to "secret formulas or techniques or processes known and used to advantage by a
single manufacturer or operator" (Collins, 2003). For example, McDonald's spices are
secret formulas used to advantage and can be regarded as trade secrets.
Again focusing on the NHS trusts, their specialised medical knowledge may be regarded
as "trade secret" while the experienced personnel of their services providers have tacit
knowledge as proposed by (Teece et al., 1997), these can enable their combined forces
improve efficiency and effectiveness of their operations, thus gaining competitive
advantageto remain viable in the face of financial constraints and cost pressures.

However,the resource-basedview has beenaccusedof not explainingthe heterogeneity
of resourcesand failingto use a conceptualmodelto explainhow competitiveadvantage
is created'(Helfatand Petraf,2003:997; Makadok,2001:388). Otherspoint to its inabilityto
explainhow organisationsmeet their resourceneeds(Barringerand Harrison,2000).
Douglasand Ryman(2003),arguethat the resource-basedapproachfails to combineit
with allianceformationsthat allow the leveragingof resourcesacrossorganisational
boundariesfor competitiveadvantage.However,Williamson(1996:309) commentsthat
"businessstrategyhas a broadmandate"hencea single lens like the resource-basedview
cannotbe expectedto informall the relevantstrategyissues.Insteadthe resource-based
view offersa generalframeworkstatingthat firms can use their resourcesand capabilities
to appropriateeconomicrent. This idea providesinsightsto which other theoriescan add
neededstructures.For example,the resource-basedview, as foundedby EdithPenrose
(1959),was built up by Nelsonand Winter (1982),and Barney(1986,1991,1999)but
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Permeatedinto management thinking by ideas of collaboration and core competencefor

competitiveadvantageby Prahaladand Hamel(1990).
Porter (1991:108) argues that successful organisations are successful because they have
unique resources and calls the reasoning of the resource-basedview rather circular,
inward looking and troubling. This is probably because Porter's (1980) competitive forces
are focused more on what Teece et al., (1997) call "strategising" to gain privileged product
market position rather than emphasising the "efficiency and effectiveness inherent in
developing, accumulating, combining and protecting unique skills and capabilities"that can
enable some firms gain enduring competitive advantage (Teece et al., 1997:513).
Again, yes NHS trusts and their services providers have unique resources. Medical
expertise is unique and patients travel across the world to be treated by such experts.
The international reputation, knowledge and experience of services providers as hoteliers
are unique resources. When these firms combine their unique skills and resources they
can improve efficiency and effectiveness hence competitive edge of their organisations.
3.4

Resource Dependence Theory (RDT)

While resource-basedview is inward looking, the Resource Dependence Theory is more
outward looking and recognises that organisations may be resource-deficient hence must
interact with the external environment to access and meet their resource needs.

Pfefferand Salancik(1978),identifythe motivationfor allianceformationor outsourcingas
a responseto environmentaluncertaintyand vulnerability.They note that problemsarise
not becauseorganisationsare dependenton the environmentbut that the environmentis
not dependable.This is due to problemsof environmentalchangesand resourcescarcity
that demandorganisationaladaptationto changefor survival.The theoryproposesthat the
key to organisationalsurvivalstemsfrom the abilityto acquireresourcesfrom external
thereforeorganisationsinterface
sources.This is becausefirms may be resource-deficient,
Withtheir environment(be they other organisations,Governments,suppliersor indeed
competitors)in order to acquire,share or accessthe resourcesneededto survive.
As a resultof organisationalresourceneedsfirms becomeinescapablyboundup with the
conditionsof their environmentthat constrainsthem but providesthe social contextthat
shapestheir activities,structuralframeworkand behaviour(Pfefferand Salancik,1978).
Consequently,organisationsenter into relationshipsor alliancesto achievea "negotiated"
and morepredictiveenvironmentin which to survive(Nichols,1993;Thompson,1967).
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The negotiated environment buffets organisations that interact through the process of
attention and interpretation of information gathered. Thus, collected and recorded
informationhelp to shape organisational decision-making (Pfeffer and Salancik, 1978:13).
Furthermore,it is not merely organisational efficiency but the capacity to mobilise scarce
resources and effectiveness in preserving itself through local legitimacy that determines
competitivesurvival in the market place (Pfeffer and Salancik, 1978; Schoemaker, 1993).
Organisationaleffectiveness is defined as the "ability to manage demands of stakeholders
who provide the needed resources and support" while efficiency refers to "how well an
organisation is doing" or a ratio of resources consumed to output produced (Hill and
Jones, 1992; Pfeffer and Salancik, 1978:11). Thus, external pressure on organisations
demands greater efficiency while organisational effectiveness provides acceptability.
The diversity of stakeholder interests and demands present organisations with problem of
alignment and manipulation through organisational politics in order to retain support (Hill
and Jones, 1992; Schoemaker, 1993). The need for valued resources (hence vulnerability)
and stakeholder support (uncertainty), leads firms to build coalitions that may result in
network formations (Barringer and Harrison, 2000). Coalition linkages help stabilise the
exchange between organisations and the external environment through negotiation and
agreementfor mutual assurance and predictability of outcome (Zajac and Olsen, 1993).
Thus, coalitions help reduce uncertainty and can ensure firm survival, growth and success.

Resourcescarcitycan createdependencethat precipitatespoweradvantagefor less
dependentorganisationsand a relativeloss of autonomyfor dependentfirms (Hill and
Jones,1992;Schoemaker,1993).Pfefferand Salancik,(1978:51) definedependenceas
the
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The mainthrust of ResourceDependenceTheoryis that becauseorganisationsmay be
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organisationaldecisions become "other directed" or a result of stakeholder consensus
(Bergen et al., 1992; Hill and Jones, 1992; Schoemaker, 1993; Zajac
1993).
Olsen,
and
However,Resource Dependence Theory has been criticised for focusing exclusively on
resourcesthat must be obtained from external sources for organisational survival, growth
and prosperity (Barringer and Harrison, 2002). It is said to lack specifics on how to obtain,

accessor share resourceor howto developand build competenceand capabilityfor
enduringcompetitiveadvantage.These issuesare left for othertheorieslike Institutional
Economicsto decide. However,Pfefferand Salancik(1978:132) note that, "power
organisesaroundcriticaland scarce resources"and whoevercontrolsthese resources,
controls the organisationl The result of resource dependence, namely effects of power and
influence and network formations are dealt with in relationship management (section 3.6).
3.5

Transaction Cost Economics (TCE)
Transaction Cost Economics (TCE) notably of Williamson (1975,1996) provides a
predictive framework for reducing the total cost of resource exchange between
organisationsand hence is intrinsic to the resource-basedview of organisations.
Transaction Cost Economics (TCE) framework argues that an organisation's make-or-buy
decision centres on minimizing transaction and production costs (Williamson, 1975,1996).
Transaction costs refer to cost of activities associated with resource exchange such as:
"bargaining, negotiating, monitoring and enforcement costs necessary to ensure the
delivery of contracted goods and services (Hunt and Morgan, 1995:5; Williamson, 1975).
Productioncosts include learning, organising and managing production (Das and Teng,
2000). TCE advices organisations to internalise production through mergers, acquisitions
and in-house production when transaction costs are high but utilise market exchange
when production costs are high (Williamson, 1975,1996; Das and Teng, 2000). This
predictive advice serves economizing purposes in a world of incomplete contracting,
bounded rationality and opportunism (Williamson, 1975,1996; Zajac and Olsen, 1993).

However,the TCE framework"has beencopiouslycritiqued,built on and in somecases
muddied"(Ganderand Rieple,2004:62) for providingfirms with predictiveguidanceon
structureand governancedecisionsin their relationshipswith otherfirms, basedpurelyon
transactioncosts.Williamson,(1996:11) definesgovernanceas "an institutionalframework
in whichthe integrityof a transactionor relatedset of transactionsis decided".Integrityis
furtherexpoundedas "a means in which orcleris accomplishedin a relationin which
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potential conflict threatens to undo or upset opportunities to realise mutual gains" (italics in
the original). Thus, governance can be stated as 'a framework in which transactions are
decided in an orderly fashion, avoiding potential conflict to achieve mutual gains'.
Other writers decry TCE's central focus on efficiency and 'economising on transaction
costs' (Hunt and Morgan, 1995) while neglecting the value creating aspects of transaction
(Barth6lemyand Qu6lin, 2006; Zajac and Olsen, 1993). This can result in missed
opportunitiesor varied and sub-optimal performance for organisations (Dyer, 1997).
Barringer and Harrison (2000) comment thatpeople' issues such as culture, trust,
reputation and learning are assumed away by TCE. Indeed, Faulkner (1995:187) posits
that many managers interviewed about the motivation for alliance formation and choice of
alliance partners considered survival in a turbulent and uncertain environment more
importantthan governance structures and the transaction costs involved. Hence flexibility
in the face of constant change was more important to them. Hence organisations are
advised to "try markets, try hybrids (long-term contractual relations into which security
features have been crafted), and resort to firms when all else comparatively fails"
(Williamson, 1999:1091).
In this study, of the resource exchange between the NHS and its hotel services providers,
the choice was made for them. They have tried hierarchy, market competition (Internal
market) and are now forced to try a hybrid arrangement (section 3.6.3 below) with private
commercial services providers in search of efficiency in human and financial resource use.

3.5.1 Operational efficiency
Operational efficiency is an umbrella term for reduction in total transaction costs, more
efficient and effective use of human and financial resources and the attainment of client
satisfaction with services supplied against the prices paid (HMSO, 1970; Klein, 2001: 50).
Cost reduction is also one of the main reasons for services outsourcing as organisations
aim to turn their fixed into variable costs. Thus this study confirms previous outsourcing
data that rates cost reduction through automation or more efficient use of resources as a
major reason for services outsourcing (Fill and Visser, 2000; Harland, Knight and
Lamming, 2005; Jennings, 2002; Jiang et al., 2006; Lacity and Hirscheim, 1999).
In a competitive free market economy the idea of operating more efficiently in order to
reduce total costs can help to shape problem definition and colour the arena for debate in
order to find solutions to the constant cost pressure to reduce inefficiencies and increase

the efficient use of financial and human resources for comparative advantage. Hence
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through the engagement of commercial providers of support services by some NHS
trusts, operational efficiency can become an attainable objective.
To aid its achievement ancillary workers were sold to services providers, streamlined and

staffinglevelsreduced,machineswere automatedto standardiseproductsand services
offered with the incentive of payment by results (PbR) to boost morale in reducing service
inefficiencies.But how does the literature analyse operational efficiency?
3.5.2 Components of efficliency (Figure 3.1)
Efficiencyconsideration can be a strategic or operational issue (Karl6f, 1993:21). Strategic
efficiency focuses on products or services, pricing them to retain long-term competitive
advantage in a chosen market while gaining profitability in order to grow. Conversely,
operational efficiency is concerned with short-term production costs, effective functionality
of machines (hence automation) or personnel and productivity. Thus, NHS trusts, being
political organisations in perpetual budget crisis as evidenced by the news media, they
seem to focus more on short-term operational efficiency. This re-enforces the choice of
this theme to encompass costs savings through automation and streamlining of ancillary
personnel to reduce total costs or turn fixed into variable cost by using temporary staff.

Fromfigure 3.1 below,organisationsthat emphasizeefficiencycan eitherfocus on
productivityand productioncosts hencedoingthe rightthing or refocuson addingvalueto
their customerofferingsthroughcreativityand innovationand so beingmoreeffective.
Figure 3.1
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Boyne (2002), paints a grim picture of bureaucratic organisations like NHS trusts. He
catalogues the complexity faced by managers in having a diversity of stakeholderswith
conflicting demands that constrain them. Others also note the short-time horizon based on
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political stance and state ownership that leads to instability and confusion (Moore, 1992;
Turrill, 1993). The absence of managerial incentives to deal with unprecedented rate and
volume of change or to search for alternative sources of funding, the lack of competitive
Pressuresand fear of failure or bankruptcy lead to reduced organisational efficiency and
effectiveness.The bureaucratic red tape, low managerial autonomy and policy ambiguities
that favour inertia, inflexibility, non-decision making also translate as the inefficient use of
scare resources (Boyne, 2002; Enthoven, 2000; Hill and Jones, 1992; Moore, 1992). Thus,
it can be assumed that many organisations within the NHS choose alliances to avoid the
problems of markets and hierarchies (Barringer and Harrison, 2000; Barth6lemy and
Qu6lin, 2006; Blumberg, 2001; Das and Teng, 2000; Tsang, 2000). Authors note that
alliances can limit opportunistic behaviour through the development of reciprocal trust over
time, commitment to continued association, long-term benefits and expected mutual gains
(Dyer, 1996; Faulkner, 1995;Grant and Baden-Fuller,2004).
3.5.3 Impact of Human Resource Management (HRM) on efficiency drives
For some public sector organisations where Human Resource (HR) departments rule the
roost, alliance formations may be frowned upon. The scars of previous change efforts and
the enormity of the resultant anxiety, frustration and agitation can force these "custodians
of employment contract and protector of workers" to clamour in the opposite direction to
outsourcingand change (Pettigrew et al., 1992; Schuler and Huber, 1990; Torrington and
Hall, 2002). This avoids repeating painful experiences and erases memory traces as
members search for stability, familiar routines and independence (Czarniawska, 1992;
Weick, 1995) in what Giddens (1984) calls "ontological security".
Consequently,HR managers provide organisational policies, procedures and practices
that guide daily routines, lines of reporting and expected behaviour that reflects the cultural
Valuesof the organisation and limits uncertainty, complexity and disruption of daily
routines.This can result in fear of outsourcing, risk aversion or bureaucratic control.
Changes in the workplace like technology (automation) and the current ambiguity in the
social contract affect the loyalty, motivation and demands of workers (ancillary) based on
the perceivedjob insecurity and inappropriate compensation for time and effort expended.
Automation also dictates that less staff is required to do the same work (Sherwell, 2005)
while demanding initial investment in machines for the expected increase in productivity
(Purcell, 1999). Organisational response to increased competition may be cost pressure
that forces some FIR managers, to indiscriminately reduce total costs by reducing staffing
headcount (Ames and Hlavacek, 1990; Hailey et al., 2004). Furthermore, in times of
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unemployment,organisations can pick and choose staffers at very low wages while full
employmentmakes it harder for organisations to recruit skilled and trained staff, already
employed by others (Torrington and Hall, 2002).
Thus, the role and focus of HR policies will vary according to these factors. For example,
where there is a culture of respect and care for workers, with job security, there will be
reduced staff turnover and commitment to organisational goals (Biggs and Swailes, 2006;
Dyer, 1994; Gallie et al., 2001; Forde and Slater, 2006). The reverse is also true.
This variety in the role and focus of HR policies in different contexts explains the diversity
of research findings between intended and implemented policies (Khilji and Wang, 2006).
3.5.4 Parallels between TCE and Resource-based theories
Parallels can be drown between resource-basedtheories and Williamson's TCE (1996).
Transaction Cost Economics is similar to Resource DependenceTheory in that it views
non-marketgovernance as a response to environmental uncertainty (see 3.3.2 above).
Uncertainty,in TCE terms, arises due to the behavioural assumptions that pair bounded
rationalitywith opportunistic self-interest (Williamson, 1996:56). Self-interest seeking refers
specificallyto economic agents being permitted to disclose information in selective or
distorted manner, calculated to mislead, disguise or confuse. This is termed moral hazard
or agency cost, the mitigation of which can be mutually beneficial in exchange transactions
(Williamson, 1996: 56). Opportunism also refers to "deceit-oriented violation of implicit or
explicit promises about one's appropriate or required role behaviour" (Hunt and Morgan,
1995:5). These hazards (uncertainties) arise, says Williamson (1996), when incomplete
contracting is joined with asset specificity. Asset specificity refers to the degree with which
resources (assets) can if required, be redeployed to alternative use without the loss or
sacrifice of productive value. Williamson (1996:60) lists the types of assets engendered as
site (prime location), human asset (skills and learned competence), physical asset such as
dyes for materials, brand names and assets dedicated to specific contract relationships.
3.5.5 Asset specificity
Asset specificity plays an important role in TCE. Williamson, (1996:106) asserts that it
increases the total transaction cost in all governance forms. This is probably because

transactionscosts are made up of the frequencyof transactions,the uncertaintyof future
transactionsand the degreeof asset specificityinvolved.Williamson(1996)arguesthat
assetspecificitycreatesbilateraldependencybetweentransactingactorsand thus poses
addedcontractualhazards.For example,Williamson(1996:110)assertsthat asset
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specificitytends to shift the adaptive behaviour of actors in a business relationship towards
Cooperativeness.Consequently, when disagreements or self-interest bargaining in
contract negotiations arise, mal-adaptation costs are incurred raising total transaction
costs. Had such assets not been involved, business partners would be free to seek
alternatives (if they exist) or adapt more efficiently to reduce costs. Others regard close
business relationships involving asset specificity as a disadvantage because it reduces
their freedom of choice in developing alternative relationships, alters the power balance
Withinthe relationship and involves opportunity costs of foregoing other good partnering
Opportunities(Brennan and Turnbull, 1999; Schoemaker, 1993; Moschandreas,2000).
Thus, the importance of asset specificity, or sunk costs (irrecoverable costs that cannot be
easily transferred to alternative contexts without loss), also lies in its ability to introduce
significant asymmetry into future contract bids. The incumbent may gain unfair advantage
through investment in such assets to exclude other parties (Gander and Rieple, 2004:64).
3.5.6 Comparison between TCE and Resource-based theories
Both TCE and Resource Dependence Theory deal with uncertainty and dependence. But
WhileTCE bases uncertainty on behavioural integrity of interacting parties namely, selfinterest seeking and opportunism and uncertainty of transactions, Resource Dependence
Theory bases uncertainty on a non-dependable environment. Such uncertainty stems from
the scarcity of resources, lack of knowledge as to how the environment will fluctuate, the
availability of exchange partners and the cost of transaction (Faulkner, 1995; Heide, 1994).
Secondly, both theories also deal with dependence. Again while Resource-basedtheories
deal with the organisational dependence. While Resource-basedtheories deal with the
organisationaldependence on the environment due to resource deficiency, TCE regards
dependence as a consequence of asset specificity involved in business transactions that
introduce bilateral dependence and maybe mal-adaptive costs. Thirdly, while TCE
attempts to identify, explicate and mitigate possible contractual hazards through the
Predictionof efficient governance structures, Resource Dependence Theory identifies the
Motivation for inter-firm relationships as performance effectiveness and power influence.
Thus, both TCE and Resource-based theories deal with similar problems facing resourcedeficient organisations namely dependence and uncertainty but address them in different
ways. However, organisations attempt to reduce these uncertainties and dependence
Whilemaintaining the autonomy for independent action. Consequently, the Resourcebased theories and Transaction Cost Economics are complementary and intrinsic to the
Presentstudy of NHS resource exchange with its hotel services providers.
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Drawingthe similarities further to NHS trusts, the TCE view on asset specificity obtains in
their cooperative arrangements. Services providers make trust-specific investments like
refurbishedkitchens and new canteens. These investments make the parties dependent
on each other to the extent of increasing their contractual duration to ten years instead of
the mandatoryfive years. This increase may both involve opportunity costs of best
alternativesforegone or mal-adaptive costs should the services provider renege on their
contractualcommitments. Similarly the Resource-basedtheories are relevant to some
trusts in that they chose (or were forced) to outsource non-critical functions to focus on
core activity, thus build up competence and capability in order to compete favourably with
other trusts. Trusts form coalitions for dealing with environmental uncertainty through
business relationships, which may prove to be valuable bridges to as well as buffers from
hostile environments and cost pressures. Thus outsourcing and current competitive mode
of some trusts may have reduced bureaucratic red tape, made them more cooperative,
trusting and outward-looking (Barney and Hansen, 1994; Moore, 1992; Zolkiewski, 1999).
3.6 Advantages of accessing valuable resources through alliances
As stated above, organisations may collaborate to access, share or leverage resources for
developing and building competence and capabilities. Such collaborative arrangements
joint
buyer-supplier
be
in
forms
like
partnerships,
can
contractual
strategic alliances,
ventures or outsourcing agreements (Faulkner, 1995; Grant and Baden-Fuller, 2004).
Strategic alliance is defined as "a particular mode of inter-organisational relationship in
which the partners make substantial investment in developing a long-term collaborative
effort and common orientation" (Mattsson, 1988). Alliances may involve the commitment of
two or more autonomous inter-dependent organisations to exchange, share or co-develop
joint
Indeed
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Williamson,
(Gulati,
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products, services and technologies
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(Faulkner,
business
involve
to
the pooling of resources create a new
entity
ventures
Alliances have been described as "hybrid" structures between markets and hierarchies
(Williamson, 1996). Hierarchy refers to the willingness of participants to submit to control
through legitimate authority (Williamson, 1975). Alliances are complex arrangements in
which trust, collaboration, cooperation and negotiated roles of responsibility are major
features (Bleeke and Ernst, 1991; Faulkner, 1995; Zajac and Olsen, 1993).
Organisationscan enter into alliances with mixed motives and objectives. Such mo lves
include internal vulnerability due to resource deficiency or external constraint (Faulkner,
1995; Grant and Baden-Fuller,ý2004). Resource deficiency may be in capital, employees,
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specialisedskills or managerial experience. External constraints range from need for
capacity, market turbulence, globalisation, fast technology changes or short product lifecycle among others (Bleeke and Ernst, 1991; Grant and Baden-Fuller, 2004; Makadok,
2001; Stuart, 2000; Zajac and Olsen, 1993). Thus, organisations can access resourcesto
remedytheir internal vulnerability or perceived external constraints (uncertainty) through
alliance formation and collaborative partnerships.
3.6.1 Wealth and value creation'
Accessing resources through alliances can create wealth and result in more efficient
production (Zajac and Olsen, 1993). Makadok, (2001) cites the case of Microsoft, who
through superior information regarding IBM's resource need (Barney, 1986), enabled him
purchase QDOS operating systems for $50.000 in 1980 and sold it to IBM to be used as
standard in personal computers (PC). Microsoft has continued to reap the rewards of his
alliance with the makers of QDOS while IBM efficiently produced MDOS system for
windows. Capability building can also create value through enhancing other resources.
Wal-Mart's unique internal "cross-docking logistic system" enhances the productivity of
their trucking fleet, workforce and information to create wealth for them (Makadok, 2001).
Other studies confirm similar claims (Khong, 2005; Leavy, 2004; Power et al., 2007).
3.6.2 Cost reduction

Whileallianceformationcan help organisationsshare highfixed costs throughexpanding
Productionvolume,others may share both risk and cost of particularventures(Dyer,1996;
Okorohet al., 2002; Rodneyand Gallimore,2002). IndeedDyer,(1996)foundthat some
Japaneseautomakers;in cooperativearrangementsachievedlow transactioncostsdespite
their high asset-specificinvestments.This contrastswith the argumentthat "asset-specific
investments"increasetransactioncosts of all governanceforms (Williamson,1991:282;
1996:106).Othersregardthese asset-specificor relationship-specific
investmentsor sunk
costsas part of the adaptivebehaviourassociatedwith the conceptsof powerbalanceand
levelsof commitmentand trust in exchangerelationships(Barth6lemyand Qu6lin,2006;
Blumberg,2001; Brennan and Turnbull, 1999; Morgan and Hunt, 1994).
Indeed, an explanation is offered as to why the Japanese are able to achieve such lower
transaction costs in cooperative arrangements. The Japanese Williamson (1996:315)
argues, are distinguished by a 'syndrome of attributes'. The life-long employment relations,
long-term planning view with their unique cultural, legal and banking systems give them an
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edge in contractual relationships. The cultural openness they demand and get from most
partners and suppliers helps to build trust and commitment that reduce contract haggling,
monitoringand coordination costs and hence total transaction cost and limits opportunistic
behaviour(Dyer, 1994; Hundley and Jacobson, 1998; Morita, 1992).
Heide and John (1992:34) contend that the expectation of continuity in supplier-customer
relationshipsfor long-term profitability was more important for channel members. Other
channel writers view alliances versus in-house production as a trade-off between cost and
control (Anderson and Weitz, 1983; Heide, 1994). Indeed Heide (1994:72) comments that
while in-house production provide employment opportunities and control advantages, the
cost-efficiencyof contracting out to specialists may be more advantageous in the long run.
This may be because external specialists are able to realise economies of scale and
scope by pooling multiple demand curves to reduce unit costs of production (Heide, 1994).
3.6.3 Evolution
Alliance success depends on its ability to evolve over time. But evolution may engender
tension and changes from initial objectives, which is the essence of alliance formation
(Bleeke and Ernst, 1991). For example, evolution can lead to expansion of both scale and
scope of products and services from the initial aims of the partners or lead to new product
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evolved into producing robotics for non-automotives users. Similarly, the relationships
between services and provider managers have evolved into new products and services.
3.6.4 Learning and knowledge transfer
Inter-organisationalalliances often provide learning opportunities for alliance partners (Doz
and Hamel, 1998, Grant and Baden-Fuller, 2004; Tsang, 2000). Even competitors can
collaborate with each other and win in the market place (Hamel, 1991; Hamel et al., 1989).
Through learning, partners can develop more efficient production system, improve skills or
find new ways of producing products and services and so create value through alliance
formation (Barringer and Harrison, 2000; Doz and Hamel, 1998). Such knowledge-based
alliances feature in high-tech, semiconductor and pharmaceutical industries, where speed
to market and first-mover advantage is critical (Teece et al., 1997). Indeed, Barringer and
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Harrison(2000)cite an exampleof alliancesbetweenbiotechand pharmaceuticalfirms.
The biotechindustriesbenefitfrom investment,distributionchannelsand reputationwhile
sharingtheir cutting-edgeresearchand knowledgewith the pharmaceuticalindustry.Such
arrangementsrealisedvalue throughinnovationand speedto marketfor their productsas
well as marketpositionthroughreputationenhancedby association(Stuart,2000).
In contrast,(Houseof Commons,2003)reportcommentaboutthe problemsof skillsand
knowledgetransferfrom the privateto publicsectormanagersin the areasof contractand
projectmanagement.This has led to non-realisationof valuefrom somecontractedPFI
projectsand dissatisfactionwith the contractarrangements.Howeverthings are improving.
3.6.5 Creating wealth through Innovation
Innovationmeans different things to different people and different things at different times
(Innovation,2002:42). In short it is difficult to define but seen as the ability to turn creative
ideas into commercial reality to meet changing need (Christensen et al., 2004; Innovation,
2002; Seltzer and Bentley, 1999). Innovation is the life blood of development or upgrades
(Jolly, 2003:27; Morita, 1992), central to wealth creation, driven by challenges to widen
business scope, increase customer choices, meet latent demands or add value to market
offerings (Innovation, 2002). Innovation is about profitability, economic growth, gaining
competitive advantage and success in the market place (Jolly, 2003; Osborne and Brown,
2005). It is productive change that is discontinuous with the past, said to be 10%
inspiration and 90% acquisition, changing values or creating employment (Kanter, 1983).
It is also about creating surprise by doing something different or in a different way through
the interaction between material, technology and the organisation (Harding, 2005). Thus,
organisationsare driven differently, to innovate or improve through continuous adaptation.

Innovation,as JosephSchumpeternoted,createsmonopolisticpositionsand monopoly
opensthe pathto above-averageand protectedprofit margins.But the path to monopoly
rent is strewnwith other driversof innovationlike unexpectedoccurrenceschangesin
market,industry,technologyor demography,changesin customerperceptions,new
knowledgeand processneedsof organisations(Drucker,1998).Henceorganisations
constantlystriveto innovateto stay aheadof the competition.Multi-culturalsocietiesnow
demandnewways of doing businessto producenew productsand servicesthat meet
their needs(Osborneand Brown,2005).Thus the needto upgradeproductsand services
and sustaincompetitiveadvantageor meet changingcustomerperceptionsand lifestyle
are forcesto continuouslyinnovateand stay aheadto avoid obsolescence,economically
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grow to create wealth and profitability (Jolly, 2003; Innovation, 2002; Von Hippel, 1998;
Storey and Salaman, 2005). Finally innovative manufacturing is said to be the engine that
powers national economy as organisations innovate, grow and become profitable they
create wealth that translates into national wealth (Morita, 1992).

Driversfor innovation
Successful
innovationdependson tacklingopportunities
whentheyarise,havingthe
requisiteresources,processesandfacilitiesto innovateandthe valuesystemthatallows
to prioritisethe opportunity
Organisations
for resources
againstotherprojectscompeting
(Christensen
et al., 2005).Kanter(1983:213)states,thatthe powerto innovateis the
capacityto mobilisepeopleand resourcesto getthingsdone.Furthermore
thewillingness
forteamworkthatdrawson organisational
andabsorbing
stockof knowledge,
recognising
thesamewhilecontributing
for
to integratenewknowledgeso createdis a pre-requisite
innovation
(CohenandLevinthal,1990;Huber,1999).Servicesproviderscomewith
requisiteskills,knowledgeandresources(Huber,1999).Consequently,
and
outsourcing
alliancesas valuablerelationships
canfacilitateinnovationthroughaccessto resources
likesharingknowledge,learning,co-optingalliancemembersor providerinvestments.
Obstaclesto innovation
Strict contract specifications without the flexibility for changing needs are obstacles to
innovation since they give services providers no incentive for improvement (Eriksson et
al., 2007). Bureaucratic division of labour with its fragmentation of specialists, detachment
from common goals and blame culture hinder innovation. The lack of knowledge and
creativity or the ability to combine them in a conducive environment may encourage
continuous improvement but hinder innovation (Huber, 1999). An environment of mistrust
and conflict will hamper innovation (Eriksson et al., 2007). Consequently innovation
thrives in conducive environments that encourage creativity and change without blame.
3.6.6 Legitimacy
Alliances can improve organisational visibility, image, cross-border or local legitimacy and

reputation.These may be doors to accessingor sharingresourcesand expertiseto create
uniqueproducts(Barringerand Harrison,2000; DiMaggioand Powell,1983;Tsang,2000).
Indeed,Barringerand Harrison,(2000:374) cite the case of Wal-Martalliancewith Cifraof
Mexicothat led to Wal-Martlegitimacyin Mexicoand the creationof uniqueproductsfor
the Mexicanmarket.Othersconsideralliancesas aid to buildingcriticalmass (Hamel,et
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al., 1989; Kanter, 1989; Senge, 1990). Firms may also have other reasons for alliances
such as building market power through alliances to neutralise that of competitors or plug a
skills' gap (Barringer and Harrison, 2000; Ohmae, 1995) or indeed imitate successful firms
in alliances (DiMaggio and Powell, 1983). Others like Mexico's Vitro can transform their
organisationsfrom complacent local firms to competitive and aggressive international
concernsthrough alliance formations (Nichols, 1993). Others firms like Sainsbury realised
organisationalrenewal and transformation through change (Linder et al., 2002).
3.6.7 The disadvantages of inter-organisational alliances
Observersagree that about 50% of alliances fail due to difficulties in managing them.
These difficulties arise from complexities of managing mixed cultures, divergent motives
and objectives, loss of autonomy and resultant dependence, or non-performance
(Barringerand Harrison, 2000; Das and Teng, 2000; Jennings, 2002; Tsang, 2000).
Besides the objective of cost reduction being elusive and not realised, some writers
contend that organisations may lose know-how to alliance partners who use the learned
knowledgeto compete against them as rivals (Cohen and Levinthal, 1990; Faulkner, 1995;
Hamel 1991; Hamel et al., 1989; Khanna, 1995; Khanna et al., 1998; Teece et al., 1997;
Stuart, 2000; Zajac and Olsen, 1993).
Indeed, Khanna et al., (1998) comments that organisations fail to consider the dynamics of
alliances especially with regards to learning. Khanna et al., (1998) see alliances as quest
for learning for innovative purposes. This race to learn from alliance partners provides a
forum for both competition and cooperation. For example, partners cooperate and share
learning and information for mutual benefit. However, parties may also unilaterally race to
learn each other's tacit knowledge for private gain. Thus, alliance partners are advised to
learn while the alliance endures to gain future benefits. The ability to learn faster than
competitors may become a sustainable competitive edge of the future (Senge, 1990:4).
Although alliances enable firms to access resources and knowledge (as in research and
development),or to reduce costs and share risks, alliances may lack the authority-based
relationshipof a hierarchy needed to embed resources into capabilities (Grant and BadenFuller, 2004:68; Gulati, 1998; Stuart, 2000). Alliances can also limit the global future of
organisations involved as they may be "locked into" relationships without the flexibility to
develop or build their own competence and capabilities for enduring competitive
advantage (Barney, 1999; Faulkner, 1995; Gulati, 1998; Hagedoorn and Duysters, 2002).

66

Furthermore,alliances can lead to loss of proprietary information and autonomy as parties
become dependent and may ultimately lead to acquisition (Bleeke and Ernst, 1991).
Also, being in one alliance precludes an organisation from partnering with other more
beneficialorganisations thus alliances can hinder organisational flexibility (Doz and Hamel,
1998; Tsang, 2000). Thus, these seemingly negative aspects of alliances make them
complex and rather difficult to manage and maintain for enduring advantages.
However,others note that not all organisations wish to have long-term close collaborative
alliances (Ford, 2002; Ganesan, 1994). This is because alliance relationships are costly in
terms of managerial time, skills and effort (Reeve and Warren, 2004). Such relationships
are complex in the range of services supplied and people involved (Gadde and Snehota,
2000). Alliance relationships are interactive, time-consuming and dynamic engendering
levels of complexity, uncertainty, ambiguity, power influence and shifting coalitions
organisationswould rather avoid (Brennan and Turnbull, 2000; Harland et al., 2005).
But, depending on the nature of the business, many organisations use provider/supplier
relationshipsdifferently for their cost-benefit effects or value creation (Ford, 2002,2003;
Gadde and Snehota, 2000). Hence providers and purchasers may work with a mixture of
inter-organisationalframeworks from simple marketing to cooperative alliances to reduce
their perceived resource deficient vulnerability or external environmental constraints.
3.6.8 Network formations

.

Networks refer to "constellations of autonomous businesses, loosely connected in
11
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(Barringer and Harrison, 2000: 376; Ford et al., 2006). Connected refers to the extent to
in
(non-exchange)
is
"exchange
in
Which
contingent upon exchange or
one relationship
do
For
NHS
(Cook
1978).
trusts
not
Emerson,
another"
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example,
and
make raw materials for food or beverages but purchase these from a network of suppliers.
Thus NHS trusts become connected to these external others through their relationships
With respective services providers. Furthermore, as firms "seek to avoid dependence and
external control in order to shape their own context and retain autonomy for independent
action" (Pfeffer and Salancik, 1978) they may form networks. Control refers to'the ability
to initiate or terminate action at one's discretion' (Pugh, 1997: 131). The control of critical
resources leads to the control of organisations. Hence organisations so controlled, may
lose the ability to initiate or terminate action without recourse to their "controllers
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3.6.9 Network context and environment
The network context, is structured by bonds between social actors, the activities they
perform in the network and the resources used (Anderson et al., 1994). The position of
organisationswithin the network gives them their network identity, defined as a "perception
of how organisations see themselves and how they are seen in the network" (Anderson et
al., 1994; Hgkansson and Snehota, 1995). Thus, firms become embedded in a business
network context that is enveloped by the environment (Anderson et al., 1994) [Figure 3.2].
This 'envelope' formed by a network of firms also limits the administrative and managerial
control of the firm thus forming its boundary. This boundary may be arbitrary, or real but it
does exist due to the firm/market dichotomy in economic thinking (Penrose, 1996:xvi).
Jarillo, (1988) uses the "hub and wheel" example to describe strategic networks, where the
'hub firm' initiates and maintains the network. Networks can be powerful in aligning
stakeholder interests and reducing environmental uncertainty through cooperation and
consensus (Barringer and Harrison, 2000). Network members concentrate on their area of
business competence while all benefit from specialisation which can reduce transaction
Costsand curtail opportunistic behaviour through building mutual trust, commitment and
Willingnessto remain in the network (Barringer and Harrison, 2000; Ring and Van De Ven,
1994; Tsang, 2000). Transactions costs are reduced through high volume and repeated
transaction over time and the expectation of a long-term exchange relationship (Dyer,
1997; Morita, 1992). Thus, networks are purposeful but voluntary association of social
actors driven by the need to access resource, reduce transaction costs and environmental
Uncertainty.There are many motives for network formations but network contacts help
organisations realise objective by acting as a bridge to scarce resources, accessing and
sharing of capabilities, knowledge, information or reputation and buffer from a hash,
faceless and competitive environment (Araujo et al., 2003; Gulati, 1998; Thompson, 1967).
Network members may belong to trade associations to share valuable and timely advice
and information, form a platform for collective lobbying or build market power to neutralise
competition (Barringer and Harrison, 2000; Ohnae, 1989). Indeed networks in the autoindustry allow firms to remain small, nimble and flexible, focus on competence while using

networkof stablecomponentsuppliersto accomplishobjectives(Dyerand Singh,1998).
Similarly,Benettonuses networkof franchisesto manageits operationsin 110countries.
Otherfirms in the apparelindustry,wheretimely informationis vital dependon networkof
suppliersto avoid cost of integrationand unreliablemarkettransactions(Jennings,2002).
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Organisationsin highly specialised knowledge-basedfields like oil refinery, high-tech and
aircraft use networks of multiple contacts to meet time pressures to accomplish project or
to gain first-mover advantage in the market place (Axelsson and Easton, 1992; Cohen and
Levinthal, 1990). Others use them to maximize efficiency of learning, knowledge transfer,
and innovation to gain advantage (Hagedoom and Duysters, 2002; Kleiner and Roth,
1997).Organisations can use their networks as "brain pool" as in aerospace industry to
produce unique innovative products thus gaining competitive advantage and creating
value through interdependence (Blois, 2002; Das and Teng, 2000).
3.6.10 Disadvantages of networks
Though network members use self-enforcing norms like reciprocal trust to stabilise
relationships,networks are difficult to organise and manage as number of participating
firms increase (Barringer and Harrison, 2000; Doz and Hamel, 1998). The large power
imbalanceand the problems of aligning divergent stakeholder interest may cause attrition
betweenmembers. Finally, learning and competence of members may wane over time as
those of the hub firm and competitors wax (Barringer and Harrison, 2000; Doz and Hamel,
1998).This is probably because the hub firm controls the finished product while all others
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Thus, networks can help firms collaborate to realise business objectives through cost
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Productionbut can also restrict their flexibility to take advantage of other relationships.
However,to understand networks is to understand the dyadic relationships that comprise
them (Ford, 2002; Easton, 1992; Gulati, 1998). These dyadic relationships provide the
medium of interaction and resource exchange between actors. They are the context of
cooperationand collaboration for the coordination of economic activity (Sheu et al., 2006).
This study does not involve the diverse networks of services suppliers and hotel services
managers' relationships. But it takes its point of departure here to include Interaction
Model as a relationship management framework for successfully using the resources
acquiredthrough outsourcing to create value for clients and profits for services suppliers.

3.7 Relationship Management
3.7.1 Medium of resource exchange
The previoussectionestablishedthe fact that organisationsrequireresourcesthat may
resideoutsidetheir controlfor survivaland successin a dynamicmarketplace.
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Resourceexchange is the "basis for business relationships" (Moller and Wilson, 1995).
Exchangeis defined as "the act of obtaining a desired object from someone by offering
somethingin return" (Kotler, 1980), while a business relationship refers to "a mutually
oriented interaction between two reciprocally committed parties" (Ford, 2002:162).
Hence business exchange may involve a party offering resources like management skills,
experience and investments in return for reputation, cash flow and externalities. A firm's
competitiveedge lies in its ability to add value to services and product offerings. As many
firms add value through relationships, the successful management of dyadic relationships
becomes a primary activity for competitive advantage (Pettigrew and Fenton, 2000).
Social exchange theory (Blau, 1964) suggests that personal relationships based on longterm orientation can foster trust, commitment and loyalty that can promote cooperation and
discourage opportunism (Pasamaa and Hair, 2007). Similarly, business relationships are
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The IndustrialMarketingand PurchasingGroup(IMP)studiesare centredon relational
exchangebetweenbusinesses.The conceptsof trust and commitmentto mutuallyagreed
rulesof conduct,the sharingof risks and rewardsare centralto their studies,aimedat
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Howeverneitherof these studieswas involvedin supportservicesor aimedat combining
total cost reduction and safeguarding of relationship investment with value creation.
Consequently,this study goes beyond the confines of studies on simply creating value
through relationships and the focus of IMP Group on safeguarding investments while
reducingtotal transaction costs to advance the interaction model of relational exchange.
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The advancement of knowledge for this thesis involves relational exchange that includes
learning and knowledge transfer for value creation through innovation in the context of
hotel services outsourcing and outside industrial business marketing.
3.7.2 How business relationships relate to Resource-based theories and TCE
Resource-basedview established that valuable resources give organisations the edge
they need to compete successfully in the market place. Since many organisations are
resource-deficient,they may access resources from the environment to develop valuable
resourcesfor competitive advantage. This access to needed resources creates interdependence, hence organisations form relationships and coalitions through alliances or
outsourcingto potentially stabilise supply of resources and reduce their vulnerability.
It has been established that valuable resource cannot be bought in the open markets but
must be built as capabilities or competence over time. Thus, dyadic business relationships
provide the forum or context of interaction and resource exchange and are intrinsic to the
resource-basedtheories. Similarly, TCE notes the benefits of hybrid mode of exchange as
being free from the burden of hierarchy, namely bureaucratic costs, and ability to deal with
decreased market efficiency as bilateral dependency increases (Williamson, 1996:110).
TCE further notes the benefits of network formations, where information is rapidly and
accurately communicated to members thus attenuating the incentive for opportunistic
behaviour, integrity and reputation being valuable resources (Williamson, 1996:115).
Hence, both Transaction Cost Economics and resource-based theories are involved with
relationshipsthrough business interaction and organisational collaborations.
3.7.3 The interaction approach
HAkansson(1982), outlined the motivation for developing the interaction approach. Firstly,
the realisation that business-marketing literature seemed inadequate for business markets.
For example, most business purchases were processes of interaction between companies
in the context of a relationship. Secondly, that these business relationships evolve over
time, are often long-term, close, complex and enduring. Finally, they realised a need for
emphasis on analysing and understanding these complex relationships in order to provide
an understanding of their management. The interaction model is presented (figure 3.2).
3.7.4 The Interaction Model (IM)
HAkansson(1982) noted the factors needing careful consideration when investigating
industrial markets. These are the fact that both buyers and sellers are active participants in
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the market exchange (not active sellers and passive buyers). Secondly, that buyer-seller
relationshipcan become institutionalised. Finally that close links can exist between
companieswho buy and sell infrequently. Using these factors and the interaction process
of industrial markets, M611erand Wilson (1995:112), list elements of the Model as:
1. The interaction process, which contains the actual exchange of business,
(economic, technical and social), but which also includes a long-range component
in terms of adaptation, contact patterns, etc.

2. The participatingactors' resources,e.g., technologicaland organisationalresources
availableto them.These createboth possibilitiesand limitationsand placespecific
requirements on the information processes
3. The environment in which the interaction takes place, which includes the structure
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4. The atmosphere in which certain cooperation takes place. This deals with power
dependence relations, conflict, cooperation, overlapping proximity or distance and
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Figure. 3.2

The IMP Interaction Model: [adapted from Ford, (2003:29)]
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3.7.6 The Interacting parties

As firms accessand exchangeresources,they becomeinterdependent,developactivity
links,resourcesties and actors bonds(HAkanssonand Snehota,1995)(see figure 3-3).
This interdependencebetweenexchangepartnersis in line with the resource-based
theories.However,these businessrelationshipsso formedhave liabilitiesin terms of
irretrievablerelationshipinvestmentsor sunk cost (1-16kansson
and Snehota,2000).The
limitingnatureof these investments(resourceties), have alreadybeen notedas asset
specificinvestmentsthat burdencooperatingpartnerswith opportunitycosts.Activitylinks
are mainly the adaptations to routines, processes, planning and procedures as levels of
trust and commitment increase. Hallen et al., (1991) found in their study that the failure to
make these adaptations resulted in loss of good will and future business. Adaptation can
also result from coercion whether explicit or implicit in "if you don't adapt, we will take our
business elsewhere". However, most partners did adapt their procedures as a sign of
commitmentto long-term partnership and expectation of enduring benefits. Thus,
collaborativeparties are advised (as in TCE) to weigh relationship benefits against the
economic cost of relationship development and management (in managerial time, energy,
effort and emotional resources).
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These relationships are similar to collaborative alliances that precipitate behavioural or
social content in terms of commitment, trust and the use of power to influence dependent
actors when uncertainty of resources prevails. The resultant interdependenceand social
factors, prompted Ford (2002:90), to call relationship a "golden cage or an ugly prison".
Howeverthe successful management of business exchange relationships whether
contract or alliance based, can be beneficial to the parties concerned (Halinen, 1997;
Tyler, 1996: Tyler and Stanley, 2002). Thus business exchange relationships need not be
ugly prisons but can be managed to become golden tunnels to bundles of benefits.

Figure 3.3.

Scheme of Analysis of Resource Exchange in a Dyadic Relationship
Reproduced from: Relationship as a dvad [Ford, 2002:177]
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3.7.7 Interdependence

As relationshipsevolveover time, actors learnto cooperatewith each otherfor individual
or mutualbenefits(Andersonet al., 1994;Svensson,2002). But such cooperationis
taintedby the powerimbalanceresultingfrom resourceinterdependence.Managingthis
powerasymmetryis a "balancingact" organisationsmust deal with as they interactand
exchangeresources(HAkanssonand Gadde,1992).This is probablybecauseof the
importanceof providerrelationship,which can accountfor about 70% of a firm's turnover.
The importanceof providerrelationshipsmay lie in knowledgetransferor sharing,for
These
buildingcapabilitiesand for innovation(1-16kansson
2003).
Jolly,
1992;
Gadde,
and
relationshipsare dynamic,complexand may involvemajor investmentshencefirms that
choose to interact with others must manage interdependence as all relationships become
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inter-relatedand inter-dependent hence the network effects (Blumberg, 2001; Gadde and
Snehota, 2000; H6kansson and Gadde, 1992; Jolly, 2003; Pfeffer and Salancik, 1978).
3.7.8 Social norms

Fortunately,the exchangepartiesmay belongto the same businessnetworkor trade
association,where 'social norms' help curb opportunistictendencies(Heideand John,
1992;Pfefferand Salancik,1978:147).Socialnormsreferto commonexpectationsof
behaviourthat are sharedby decisionmakers,to whichsocialactorsare socialisedto
behaveas prescribed(Heideand John, 1992;Krackhardtand Hanson,1993;Maitlis,
2004;Ouchi,1979; Reagansand McEvily,2003;Westphaland Khanna,2003).
Norms are developed under conditions of uncertainty to increase relationship predictability
hence the stability of organisations for mutual benefits (Pfeffer and Salancik, 1978).
If violated, actors are subject to sanctions through constraints, loss of face or business
reputation (Reagans and McEvily, 2003). There are implicit norms of business relationship
such as reciprocal trust and commitment to meet expectations and obligations. Here, the
expectationof future business interactions makes business norns effective. This reduces
total transaction costs through cooperative, self-enforcing arrangements that minimize the
cost of searching, bargaining and haggling over legal contracts in what Araujo et al.,
(2003:1256) call "a world of incomplete contracting and divergent interests". Thus business
relationshipsbecome what Ford (2002:167) calls "valuable bridges to access resources as
well as resources" in connecting organisations and reducing transaction costs.
Organisationalinterdependence can thrive on interpersonal linkages and social networks
that help reduce uncertainty and increase predictability (Blumberg, 2001; Granovefter,
1985; Pfeffer and Salancik, 1978). Social networks and personal linkages provide means
of communicating information about each other's activities, costs and pricing, a forum for
negotiationand persuasion to obtain needed commitment and support for predictable
planning and hence a means of stabilising interdependent relationships (Gadde and
Snehota, 2000; Pfeffer and Salancik, 1978). Social networks can also provide legitimacy
for organisations. For example, a prestigious stakeholder sifting on the board of a local
firm, can provide confirmation of value and worth for the organisation. Similarly, a banker
on the board of an ailing firm can become committed to its financial need and mount a
timely rescue bid to save the firm (Pfeffer and Salancik, 1978). Thus, interdependence
involved in resource exchange presents organisations with a balancing act of power and
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dependenceto be managed through interpersonal linkages, social networks and norms
that promote trust, cooperativeness and commitment to mutual benefits (Ford, 2003).
3.7.9 Trust and commitment
Trust is essentially reciprocal in nature, trust and control being different sides of the same
analytical coin in as much as they are both functionally necessary for the generation and
maintenanceof social order through instituted power relations in legitimate authority
structures (Reed, 2001). Thus, trust and power form a communicative medium through
which dominant and subordinate groups can coordinate and control their social interaction.
Consequently,exchange partners are bound by what Reed (2001) calls 'rule-based trust'
and sanction-based power' relations in situations of risk and uncertainty such as resource
sharing, acquisition or economic exchange to reduce complexities and achieve stability
(Bleeke and Ernst, 1991; Doz and Hamel,1998; Lane and Bachmann, 1996; Tsang, 2000).
Trust and control are linked to the risk and uncertainty of cooperation between exchange
partners,for without the uncertainty engendered in exchange relationships trust has no
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Trustcan be regardedas a state of mind,which has the capacityto lowerperceivedrisk
(Giddens,1994;Layder,1997),or a1eap of faith'tied to risk managementmediated
throughexpertpowerand knowledge(Giddens,1994).Thus, there is an elementof
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systems such as justice, law, trade associations, doctors and banking may become
institutionalised into 'system trust' that has the ability to moderate the behaviour of
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economicactors where goodwill trust and threat of sanctions alone may be inadequate
(Bachmann,2001; Barth6lemy and QuMin, 2006; Sheu et al., 2006). Thus, organisations
in alliance relationships can use membership to trade associations or network reputations
to align the behaviour of exchange partners to meet contractual obligations and reduce

totaltransactionor monitoringand contractenforcementcosts.
Inter-firmtrust, betweenactors can also be a sourceof competitiveadvantagethroughthe
suggestionof good intentionsthat amelioratethe problemsof cooperationand reducethe
relationalrisk of opportunism,thus reducingmonitoringcosts (Barneyand Hanson,1994).
Relationalexchangeare said to be moreeffectiveand productivedue to the goodwillof
long
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striving resistshort-termattractivealternatives
term benefits,commitmentto preserveinvestmentsand sharedvaluesthat ameliorate
decision-makinguncertaintyand the propensityto exit (Eisingerichand Bell,2007;
Erikssonand Laan,2007; Morganand Hunt, 1994;Wildingand Humphries,2006).
Consequently,trust can reducethe risk of opportunism,facilitatethe coordinationof
economicactivitiesand becomea sourceof competitiveedge throughcost reduction.
The needto maximizeorganisationalacceptabilityto stakeholdersand increaseresource
forms
trustfor
force
driving
be
of
base
for
long-term
the
some
and capability
survivalcan
buildingrelationships(DiMaggioand Powell,1991).In such relationships,trust building
and commitmentto commongoals can affectthe effectivenessof one actor'scontrolover
Laan,
Eriksson
Teng,
1998;
(Das
and
the
and
anotherand reduce overt use of power
2007;Morganand Hunt, 1994;Wildingand Humphries,2006).Controlcan also be'a
processof regulationand monitoringfor the achievementof organisationalgoals'.
This is achievedthroughgovernancestructures,contractualspecifications,informal
Westphal
2004;
Maitlis,
2001;
Teng,
(Das
mechanismsand managerialarrangements
and
and Khanna,2003).Thus, trusting relationshipsand commitmentto commongoals can
minimizethe use of control measuresand savetotal transactioncosts.
Because commitment of time, energy and resources entails vulnerability for parties to
interaction,they will seek trustworthy and competent partners (Morgan and Hunt, 1994).
Unfortunately,goodwill and competence trust can be misplaced, but the consequencesof
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Figure 3.4

Framework of Trust, Control and Risk In Strategic Alliances
(Das and Teng, 2001: 257)
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Some have questioned the role of managerial orientation towards long-term business
relationshipsin promoting adaptive behaviour hence trust and commitment that can
reduce transaction costs through reduced monitoring (Hallen et al., 1991; Morgan and
Hunt, 1994). Others found that both managerial posture towards durable relationships and
the power asymmetry due to interdependence, led to adaptive behaviour that increased
the levels of trust and commitment for mutual benefits (Brennan and Turnbull, 1999).
Overall researchers found that trust and commitment over time lead to loyalty and make

total customerrelationshipmanagementmutuallybeneficialto interactingparties(Eriksson
and Laan,2007; Osarenkhoeand Bennani,2007;Wildingand Humphries,2006).
3.7.10 Power and control
Other mechanisms for reducing uncertainty and complexity in the exchange environment
are power and direct control. Resource exchange creates interdependence characterised
by power asymmetry. It has been stated that the control of critical resources, means

controllingthe firm (Pfefferand Salancik,1978).Powerrefersto 'the abilityto influence
otherssuccessfully'while authorityis regardedas officiallyrecognisedpower(Hodgeand
Anthony,1991).Both powerand authoritycan enablemanagersto take actionon behalfof
organisationsand achievegoals. For example,financialallocationnegotiationsduring
resource scarcity may be won more on the exercise of power than on need, discretion or
consensus (Pfeffer, 1994:41).
However,organisations are said to be social instruments of power and energy where
people vie for position and control (Pfeffer and Salancik, 1978). Effective power derives
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firstly from access to resources, information and support needed to carry out tasks and
secondlyfrom the ability to get cooperation in the performance of economic activities
(Kanter, 1979). Effective power, notes Kanter (1979) is essentially position power derived
from the formal and informal systems in organisations, which help those in authority,
coordinateactivities. But such authority granted to others through relationships or
dependence,can also be withdrawn by those with power (Pfeffer and Salancik, 1978).
Therefore, organisations may prefer to share power through social agreements and
consensus in order to manage the interdependence involved in exchange relationships.
Major sources of power in organisations include ownership, access to, use of, or ability to
regulatethe allocation of critical resources (Pfeffer, 1981,1994; Pfeffer and Salancik,
1978).This discretionary power increases with resource scarcity. In ownership situations
power influence is exercised through authority position while in cooperative arrangements
like alliances, compliance is gained through voluntary behaviour. Hence, organisations use
negotiatedagreement, persuasion and consensus to align behaviour of business partners
1979).
(Wrong,
desired
to
and coalition members stabilise
outcomes and avoid control
Furthermore,control of discretionary resource allocation can be used to manage an array
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Treasury (to allocate allowable funds). Consequently, effective management of alliance
relationshipsthat reduces NHS trusts' need for discretionary allocation of funds, can
reduce the control of these organisations over the NHS trust involved.
In decisions under uncertainty and complexity, social networks are said to be invaluable
(Pfeffer, 1981). These network linkages provide information, experience and knowledge
through learning to aid the decision process. Such linkages may be board members drawn
from the community who then become committed to organisational goals and help stabilise
the organisation with respect to its hostile environment (Pfeffer and Salancik, 1978).
Consequently,information can be a source of power in organisations, the manipulation or
distortion and withholding of which can affect effectiveness through reduced politicking.
Organisationsare like Governments and hence fundamentally political entities (Pfeffer,
1994). The interdependence between organisations creates incentives to work together
and forge common goals. Consequently, success depends on the ability to coordinate
activities through teamwork or mobilise support through trade associations and coalitions
to exert political influence on behalf of members (Westphal and Khanna, 2003).
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Pfeffer and Salancik (1978), argue that successful organisations engage in minimal power
politics,which consumes time, distorts or restricts information and hence may distort
perceptionsof the state of the environment. However, change in organisations is often a
consequenceof political processes, using power politics to align organisations with the
environment.Thus, power politics and interdependence become "balancing acts" actors
must manage in exchange relationships (Ford, 2002,2003; Hkansson and Gadde, 1992).
Organisationalpolitics is the arena for struggles for power (Boulding, 1990; Wrong, 1979).
Members must mobilise power to access resources for innovation and to improve services
or struggle to countervail the power of others to impose institutionalised routines and
policies. Hence those reluctant or unwilling to engage in power politics and conflicts must
resign and confine their organisation to gradual developmental change over long period
rather than radical change or innovation (Linder et al., 2002; Wrong, 1979:63).
In organisational structures and procedures are located patterns of power and influence in
action that recur to establish the 'rules of the game' for effective control (Clegg, 1979;
Ronchettoet al., 1989). But such control is never total (Giddens, 1979,1984) partly due to
undercuttingand erosion by agency or labour force (Clegg, 1989; Ezzamel et al., 2001;
Marx, 1990; Mechanic, 1962) hence negotiation and bargaining power become necessary
instrumentsin successful exchange relationship management (Das and Teng, 2001;
Flack, 2002; Lorpch, 1995). This can be achieved through cooptation, which is a less direct
method of resisting control through socialisation of hostile elements. The aim is to involve
them as participants in board membership, or as advisers to the vulnerable organisation,
where they may become committed to the focal organisation's cause and provide needed
assistance rather than complaints (Frankforter et al., 2000; Lorsch, 1995; Maitlis, 2004).
Indeed one NHS hospital studied used cooptation to invite a complaining community elite
as a board member. Through the help and lobbying power of the board, changes were
made to the satisfaction of all concerned.
3.7.11 Communication

In relationalexchange,of interdependenceand commitmentto goals,timely, reliableand
relevantcommunicationcan foster trust throughearly conflict resolutionand the sharingof
informationto reducemisunderstandingsand align perceptionsor clarify issues(Anderson
and Narus,1990).Communicationsrefersto the formalor informalsharingof meaningful,
timelyand relevantinformation,while conflictis determinedby the frequency,intensityand
durationof disagreements(Andersonand Narus,1990).For examplethe timely receiptof
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meaningful,clear information about pricing, competitors activity or resource need to be
met allows organisations time to use and benefit from that information. Microsoft sale of
QDOS operating systems to IBM is a case in point (see 3.6.1). With long-term view in mind
conflicts become functional, most are resolved early and amicably as they provide
valuable medium for problem solving rather than disagreements or disputes (Ganesan,
1994).Thus, clarity of communication, loyalty, trust and commitment become important
social capital for creating value in business interactions.
Influence patterns can be used to induce desired actions to shape exchange relationships.
This may lessen conflict and improve cooperation, communication, trust and commitment
that facilitate outcomes for mutual satisfaction (Anderson and Narus, 1990; Maitlis, 2004).
Blumberg(2001) argues that communication leads to the development of trust. However,
Anderson and Narus (1990) regard the relationship between trust and communication as
an iterative process and comment that meaningful communication makes conflict
functional as a means of 'clearing the air'. Though their study is predictive and static, it can
be adapted for dynamic alliance relationships. Consequently, exchange partners can use
communicationto reduce conflict, build trust and cooperation as they commit to achieving
their set goals for mutual benefits.
In summary, the management of relationship interdependence involves commitment to
hostile,
building
the
time
to
trust over
common goals and
risk and uncertainty of a
reduce
undependableenvironment in the quest for resources. This can reduce cost of monitoring
become
bonds
that
building
transaction
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costs while
They
features
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can
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of organisations.
and politics are essential
be used to align divergent stakeholder interests and behaviour to achieve organisational
goals. Cooptation can make hostile outsiders allies while communication make conflicts
functional. Negotiated agreements and consensus work better, than power plays.
Common orientation and expectation between exchange partners help regulate their
behaviourto prescribed norms, which then maintains the relationship as valuable.

3.8 Where now for NHS trusts studied: Market Mechanism or Hybrid structure?
Havingreviewedthe literatureon some of the theoreticalschoolsof thoughtthat underpin
this study,what does it suggestaboutthe NHStrusts investigated?
Are they operatinga marketmechanism?
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Clearly the trusts are not operating in a classical free market, where buyers and sellers are
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and sellers. There are consumers (users), services purchasers and providers under the
over-archingcontrol of central Government and designated agencies (Ovretveit, 1995).
The information about prices, capacity and quality is not freely available so users cannot
judge what services they get (Laing et al., 2002; Levitt, et al., 1995). Furthermore, users
do not purchase a service rather it is purchased for them by a third party from the funds
they paid (taxation) which acts as an insurance for services when needed. The central
Governmentadministers funds and ensures services will be there when needed (DoH,
2002; Ovretveit, 1995). Demand and supply are not price mediated as in markets but are
highly regulated by purchasers and the Government. Thus, the NHS cannot be deemed to
operate a market mechanism based on price, perfect information, with free entry and exit.
Under the present system, trusts have been mandated to engage in long-term services
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Perhapsthe closest organisational model is, as Williamson suggests, the franchise. NHS
trusts appear to act like franchises, having quasi-local autonomy but under greater
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Similarly,TCE arguesthat the added restrainton franchisesto use only franchisor
materials,to preventabuse may prohibitutilisinglocal opportunityfor cost effective
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procurement.This is similar to what obtains in the NHS where trusts must use agencyVettedsuppliers for products above E300.000 (PASA, 1998). Thus, the NHS seems to
approximateto TCE views based on commercial organisations while modifying some
aspects of the framework.

Furthermore,the Governmentacts as a holdingfirm, absorbingall cash flow varianceto
shoreup ailing parts,shieldingtrustsfrom the effectsof financialadversitythroughbailouts
and handoutsand policinginternalefficiencymattersthroughnumerousagencies
(Ovretveit,1995;Williamson,1975).The Governmentalso exposestrusts to competition
by assigningcash flows to high yield users (via paymentby results),which is deemeda
fundamentalattributeof a holdingfirm or Williamson'sM-form(1975:148).The Centrefor
Researchin StrategicPurchasingand Supply(CRiSPS)at the Universityof Bath, United
Kingdomcameto the same conclusion(Harland,Knightand Lamming,2005:835).Thus,
the wholesystembecomessynergisticallymore efficientas the Governmentfavourslocal
goalpursuitand least cost behavioursimilarto profitmaximizationwhile retainingthe
conceptsof divisionalisationwith centralisedinternalcontroland strategicdecision-making
(Williamson,1975).Thus the CentralGovernmentis shieldedfrom local partisanpolitics
whileplanning,appraising,controllingand allocatingfunds to its divisions(NHStrusts).
Based on the foregoing analysis, these trusts, with respect to their resource exchange,
appear to be oscillating between a market mode and a hybrid mode with an over-arching
Governmentconstraint that makes it a special hybrid type or Williamson's M-form of
hybrid, a product of Chandler's (1962) multi-divisional universal form.

NHStrustsdo not operatepurelyon a marketmechanismbut are subjectto political
constraintsand financialbailouts.Howeverthe presenttrajectoryof NHStrustsfor
autonomyand self-determinationas foundationtrusts, calls for them to embracethe
competitiveethos in order to survivein a competitivemarket.But some see no profitto be
gainedas reward,hence no incentiveto be motivatedto strivefor more.Thus some NHS
trustsfocus on efficiency(valuefor money)and economisingon total transactioncostsby
in-houseproductionand perhapsto limit the ubiquitousopportunismof economicagents
(Williamson,1981:1550).
Observersnote that organisationsare uniqueand differentin time and space (Barney,
1991;Giddens,1984).This is due to their varied history,location,processes,competence,
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skill base, attitude to risk, power political orientations, people, culture and capabilities that
support their strategic choices (Child, 1997; Hunt and Morgan, 1995; Weick, 1995).
Based on these factors, organisations make decisions or non-decisions (Bachrach and
Baratz, 1962) and take varied actions to deploy their human and financial resources, skills
and competences into uncertain future (Porter, 1991; Powell, 2001:886; Weick, 1979).
What most researchers then observe and catalogue are the consequences of past
performanceand creation struggles, which are the outcomes of where organisations,have
been. Thus many factors determine the variety of organisations like NHS trusts, their
choices as outsourced or in-house concerns and their present state as either autonomous
or state dependent or indeed successful or still struggling to survive and compete.
Coase (1937) notes that firms will avoid contract negotiation costs by producing their own
inputs till the marginal cost of in-house production equals the market price of the input. But
if NHS trusts have no obligation or legal mandate to market-test prices, how will they know
when the price of input produced in-house equals that of the market? Thus the fear of
opportunisticbehaviour of economic agents, deemed guilty by axiom, may prevent some
NHS trusts from outsourcing or engaging in competitive market endeavour preferring to
cooperatewith other in-house low cost operators for stability, predictability or mediocrity.
Besides managers are reluctant to abolish their own jobs by outsourcing to contractors
(Williamson,1975). Consequently they retain in-house supply even when external supply
by commercial contractors may be lower than viable cost of internal production or supply.
What is more, by favouring procurement managers, with in-house operations, other
departmentalmanagers make room for trade-offs and reciprocity between departments for
future use. Thus procurement decisions are distorted in favour of internal supply and
benchmarkedagainst other in-house operators.
Secondly, internal arrangements economise on informative communication devoid of
meaninglesssymbols, using instead their unique occupational and cultural jargons for
efficiency. Outsourcing involves external others and a cost in relationship management.
Consequently,NHS trusts economise on total transaction costs through favourable internal
arrangements(Williamson, 1975).
Thirdly, internal arrangements promote convergent expectations and attenuate uncertainty
of interdependent parties making independent decisions with respect to private motives
and agendas or changing market conditions, contract details or prices (Williamson, 1975).
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Fourthly,internal arrangements and cooperation with similar NHS trusts permit parties to
deal with uncertainty in adaptive sequential manner without the same hazards that market
contractingcan pose. Consequently, in-house managers economise on their bounded
rationality(Simon, 1991; March and Simon, 1958) by working on approximations rather
than on certainty and by waiting till events unfold to deal with them. Sixthly the sunk cost of
existing processes and facilities insulate them against replacement with new or preferred
projects, hence favouring in-house continuance.
Furthermore,by abandoning their present facilities to choose alternatives like outsourcing,
current committed administration will have to admit failure of internal procurement and
managementhence the persistence of in-house persists and it becomes rather difficult to
separate the inappropriate and inefficient from meritorious performance in such NHS trusts
(Moore, 1992; Williamson, 1975). Thus in large complex organisations, where cross
subsidisationglosses over inefficiency, market testing is rarely undertaken (no legal
reason to do so), so managers focus on cost containment and cooperation while avoiding
market mechanisms that will bring accountability, relationship management and more
open communication to the fore.
But the NHS trusts that embrace the competitive ethos to aim for foundation status can
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to attain self-determination and the ability to define or configure their own services with a
more efficient and cost effective view in mind. Some have already gained comparative
advantagefrom medical research and expertise and with competition to spur them on
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domination (Timmins, 2007a), to add value to healthcare services that meet the needs of
local community. Thus the variety of NHS trusts will enable patients have more hospital
choices with a diversity of hotel support services, while workers and some managers will
liberate themselves from the mundane to the professionals, able to hold their own in
organisationsof diverse professionals.
Clearly the third way (Giddens, 2000), presents NHS trusts with different options and
choices for the future. The purpose of this study is to understand and document the
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by
interpretations
these
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Perceptionsand
choices
put upon
support services outsourcing with private commercial services providers.
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Chapter4
4.1

Methodologyand Methods

Introduction

The choice of structuration theory, reflects the nature of the research question, the data
gatheredfrom a somewhat unique context and my intention to understand and explain the
Outcomeof complex and dynamic interactive process like hotel services outsourcing on a
group of people directly involved in the process. It is difficult to position this study in either
of the prevailing polar ends of the philosophical divide of determinism or voluntarism.
Determinismdeals with the reproduction of social relations as causal mechanical
Outcomesdevoid of any active process involving human agency. Similarly, voluntarism is
said to treat only problems of "production", where agency produces reality through
Meaning (Bryant and Jary, 1991:7). But structuration theory seems to offer another way of
examiningthe situation by suggesting social structures as both the medium and outcome
of social interaction. It incorporates the action of knowledgeable human agents with
Meaning,subjectivity, reflexivity and power, facilitating and constraining agents through
the dialectic of control. The support services workers and their managers have been
trained and developed from ancillary workers to professionals through services provider
investments.This accords them the privilege of knowledgeable and skilled agents able to
Useavailable resources to make a difference to their roles, departments and NHS trusts.
Similarly,the contractual relationship between services providers and their clients in the
outsourced support services engenders autonomy/dependencepower positions hence a
constant balancing act for their relationship to continue for mutual benefit. Structuration
theory deals with the concept of power in social interaction like contractual relationships.
Consequently,structuration theory (Giddens, 1979,1984) provides a powerful but flexible
Philosophicalframework with which to study and explain the evolving social and economic
changes resulting from hotel services outsourcing in the National Health Service (NHS).
4.2 Structuration theory
Structurationtheory (Giddens, 1979,1984) is deemed a metatheory of action, relevant to
all social sciences and suitable for the study of patterns of change through interaction or
economic consequences (Bryant and Jary, 1991:14,102). It is an ontological framework for
studying human social activities (interaction) in social institutions like the health service in
advanced or capitalist societies (Giddens, 1984). Structuration theory is dedicated to
examining how knowledgeable actors as agents, differentially 611dowedwith access to'
needed resources like finance, knowledge, managerial experience and a loyal workforce
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can make a difference in pre-existing state of affairs that affects their roles, and attain
organisationaltransformation, community renewal and social change. By giving weight to
the actors' meanings and actions, the theory helps to show how social structures like
Cultureor reputation are both constituted by human agency and yet are the medium of this

Constitution.
Structurationtheoryfocuseson understandingof humanagencyand socialinstitutions,
whereinstitutions,like the healthserviceand the monarchy,are regardedas the more
enduringfeaturesof social life (Giddens,1984:24). Structurationtheory regardsall social
life as generatedin and throughpraxis;where socialpraxisincludesthe nature,conditions
andconsequencesof historicalactivitiesand interactionsproducedthroughthe agencyof
socialactorsin time and space (Cohen,1989:2). Becausethe rationalityof agentsis
boundedthe activitiesthey performhave intendedand unintendedconsequences
(Cassell,1993;Giddens,1979:215). Thus, actors(by intention)are creatorsof sociallife
butthe resultantsocial life createdis not of their creationdue to unacknowledgedor
unintendedconditionsof action (unforeseenoutcome).For example,diverseintentional
actsaimedat improvingurbansprawlthroughhousingpoliciesand the needof ethnic
groupsto maintaincohesionvia commonlanguage,customsand socialevents,may result
in ethnicsegregationas an unintendedconsequence(Giddens,1984).
Thetheoryof structuration(Giddens,1979,1984)skilfullystraddlesthe great philosophical
chasmof objectivismand subjectivismin what is calledontologyof social life in sociology
Whileclaimingan epistemologicalmiddleground(Bryantand Jary, 1991;Cassell,1993;
Cohen,1989).Structurationtheory is not alone in rejectingthis philosophicalpolarisation
describedby Burrelland Morgan(1979).Criticaltheoryof Bhaskar(1978)also abandons
this restrictivedichotomyfor a differentfocusedframeworkfor investigatingcomplex
Both structurationand criticaltheoriesdeal with conceptsof power,control,
Organisations.
dominationand changein novelways that transcenddescriptionand attemptto explain
what is observedin complexdynamicrelationshipslike supportservicesoutsourcingin the
NHS(Reed,1996,1997; Riley, 1983;Stones,2005;Whittington,1992;Willmott,1987).
Structurationtheory is eclectic in supporting the synthesis of assumptions and favouring
Pluralism.This is expressed through its ability to borrow concepts from other disciplines as
well as divergent schools of thought (Bryant and Jary, 1991; Cassell, 1993; Cohen, 1989).

87

For example, from the objective world of structuralism (Levi Strauss) and functionalism
(Comte)the ideas of constraining quality is emphasised in the duality of structure where
structuresare rules and resources that both enable and constrain actors in their daily
activitiesand interaction. Similarly, the social whole is given pre-eminence over individuals
although individual agents are acknowledged to be knowledgeable and able to intervene in
events to make a difference when they have access to resources (Bryant and Jary, 1991;
Cassell, 1993). From the subjective world, the concepts of subjectivity, action, meaning
and communication are related to notions of structure and constraint used to explain
human conduct. For example, human agency is rooted in the capability of doing things.
The motive for action is prompted by want while the reason provides the ground for action
(Giddens, 1984). The knowledgeability and subjective experience of human agents entails
the ability to meaningfully communicate, explain and elaborate on the reasons for actions
engaged in. The rules of social conduct provide a mutual platform for understanding and
Monitoringthe resources (hence structure) drawn upon during interaction in co-presence.
Thus human agents can be held accountable and responsible for their actions.

The productionand reproductionof socialsystems' involvethe communicationof meaning
throughlanguage,exerciseof powerand the evaluationof conductthroughreflexive
Monitoringof actionby actors (Bryantand Jary, 1991:8). For example,the informaluse of
languageas humour,irony or sarcasmto communicatehiddenmeaningcan displaythe
basisfor actionsor copingmechanismsfor those in subordinatepositionsmorethan
hidden
ironies
local
incorporate
formats
fail
or
interview
to
interviews.
Structured
Structured
culturalmeaningsof those interviewed.Furthermore,the perceptionand exerciseof power
and controlby providersof vital scarce resourcesand how they reflexivelymonitorand
evaluatetheir conductto maintaincustom,reputationand legitimacycan be studiedusing
the frameworkofferedby structurationtheory.Thus, structurationtheory(Giddens,1979,
1984)is an appropriatetool for studyingthe role and consequencesof hotel services
Outsourcing
to commercialservicesproviders,who are also investorsin capitalprojects
and stakeholders in some NHS trusts.
Structurationtheory also rejects the dualism of agency and structure in favour of duality of
structure;where structures are rules and resources used in interaction. These rules and
resources are both the medium and the outcome of interaction. As a medium, rules and
resources provide the structures individuals draw upon to interact meaningfully and as
I Social

systemsrelate to the patterning of social relations acrossspaceand time (Giddens, 1984:376)
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outcome,they exist only through being applied and acknowledged in interaction. Rules
and resources do not exist in time and space except in the constitution of social systems,
Wheresystems are regularized relations in interaction (Giddens, 1979:65). Thus,
structurationtheory can be used to study ways in which social systems are produced and

reproducedin interactionvia the applicationof generativerules and resourcesin the
context of intended or unintended outcomes (Cassell, 1993; Cohen, 1989; Stones, 2005).
Basically,the ontology of structuration theory, emphasises the self-direction of the
individualsas agents and focuses on which conditions of action will maximize the capacity
of knowledgeableactors to make a difference in society when they are differentially and
Sociallyendowed with access to vital resources (Bryant and Jary, 1991:19). Hence it is
concernedwith the uniqueness of historical views or perceptions of human action and
human societies and the reproduction of social systems (figure 4.1 below). it limits the role
of causal laws, defies generalisation (Bryant and Jary, 1991: 18) and excludes all universal
laws, which according to Giddens (1990:310), do not exist in human social activities.

Structurationtheory regardssocial scienceas neithernaturalsciencenor non-sciencebut
sciencewith a differentcharacter.Hencethe open-endedguidelinesfor investigating
socialinstitutionslike the healthservices.Thereare three stipulationsfor using
structurationtheory (Giddens,1976:6). Theseare firstly researchersmust be sensitiveto
the complexskills of agents in day-to-dayactivities.Secondly,they must be awareof the
criticaldisciplinein sociology,which seemsto undermineideologyor capabilitiesby
makingthe sectionalinterestsof dominantgroupsappearas universalones.Thirdly,
researchmust be in a specificcontext,with findingscommunicatedin appropriateliterary
style,havingethnographicor anthropologicalaspectsto them (Bryantand Jary, 1991:24).
The main issues in structuration theory are: Social praXiS2,power as transformative
capacity of agents to make a difference, the fact that all historical practices (healthcare
delivery) and circumstances (support services) are subject to change, the duality of
structure,the broad use of language to communicate meaning, the time-space
distanciation,the dialectic of control, where autonomy and dependence are reciprocally
related and control is never absolute and de-centring of individual in favour of society.

2Social
praxisarethenature,conditionsandconsequences
of historicalactivities(Giddens,1984)
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Figure4.1

Reproduction of social systems through interaction
(adapted from Giddens, 1979:27-28: Bryant and Jary, 1991:123)
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4.3

The nature of reality
In framing his ontology of social life, Anthony Giddens claims that he was inspired by postfrom
but
which
ideas
doctrines
ground
middle
a
empiricist
chose
associated with positivist

to "fire critical salvos (guns, applause or questions) into reality" (Giddens, 1982:72). Hence
he regards his world-view as lying between two houses-a factual house and a moral or
theory
Consequently
74).
(Giddens,
1982:
is
structuration
critical one, neither of which safe
thought,
as
from
of
be
theoretical
schools
can also
established
angle or
any
critiqued
in
for
is
even
that
there
other world-views,
many have done, and Giddens accepts
room
his
in
been
critics
has
(1981:
184),
capitalist societies. However, Giddens
reticent rebutting
He
be
to
terrain
maintains
avoided.
and regards such areas of endeavour as contested
that no single theory can be expected to provide the frameworks needed in conducting
social research as evidenced in the multiple theories intrinsic to this thesis.
Williamson 0 996:309) adopts the same view and favours;multiple intrinsic theories.
Some writers have been critical of structuration theory. For example, Bhaskar (1986:84)
considers structuration theory as too voluntaristic. Stones (2005), makes the same
Commentarguing that structuration theory overestimates the knowledgeability and power
but
theory
in
of agents. Others complain that agency may dominate the stage structuration
the issue of dualism has only been refocused not resolved (De Cork and Rickards, 1995).
Others argue that such criticisms are epistemological issues on which Giddens has been
silent and is reluctant to specify (Barley and Tolbert, 1997; Bryant and Jary, 1991:25).
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4.4 Knowledge-ability of agents
Barbalet, (1987:11) argues that there is little credible evidence that the knowledgeable
agents of structuration theory know about their institutions as much as they are supposed
to. Giddens (1979:255) replies that to be a competent member of society, every individual
Must know a great deal about the workings of that society. Besides agents are not "cultural
dopes" but highly skilled and knowledgeablewith both unconscious cognition and stocks of
tacit knowledge (experience) on which to draw in the constitution of social activity. Agents
also reproduce structures (expertise through learning) as medium and outcome of their
interaction and in so doing can reproduce, renew, change or transform their institutions
and subsequently society (Giddens, 1979:71). However, Pleasants (1999:55), comments
that agents are knowledgeable by virtue of what they can do not what they can theorise.
Hence their stock of know-how is more important than their theoretical knowledge. For
example in problem-solving, where action not knowledge is needed to avoid conflict.
Whittington (1992:704), also Posits that it is by the active exploitation of tensions between
divergent structural principles (as principles of organisations or institutional alignment) that
Managers gain their agency. For example the internal ambiguity and plurality of rules and
their subsequent interpretations give agents the leverage to reduce such rules to local
contexts, apply them creatively or dispense with them altogether as inappropriate for them.
Similarly alien rules introduced through relationships or external control mechanisms are
also subject to contestation or interpretation to suit local contexts as seen in the rules
governing corporate subsidiaries which agents interpret to suit them and thus avoid central
control (Child et al., 2000; Ferner et al., 2004; Grimshaw and Miozzo, 2006). Others argue
that change is made through the struggles for autonomy (Craib, 1992; Kaspersen, 2000).

On resources,structurationtheory creditsknowledgeableagentswith the capacityto make
a differencewhen they have accessto resources.However,othersarguethat perhaps
accessor indeedpossessionof scarcebut vital resourcesalone does not guaranteetheir
effective usage without requisite skills (Burns and Stalker, 1961; Pettigrew, 1973). Thus
the skills agents bring to bear on using resources and their ability to mobilise support for
their claims or sectional interest may be more important than access or possession alone.
Stones (2005), had the last word by commenting that structuration theory is meant to be
used as a sensitising device and not a detailed guideline for research procedures. Other
theories should provide the frame of reference or context for research while structuration
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theory deals with the interplay and interdependencebetween agency and structure. For
example, family structure is tied to the job market but Government structures and
employment policies provide the context of employment for family members. Thus through
the interplay of employment policies and structures, family members maintain their roles.
Despite these arguments, observers contend that structuration theory

remains a most
Promisinganalytical and explanatory framework, than multiple paradigms, for conducting
in-depth analysis of the interplay between structure and agency as they shape and
reproduce organisational forms (Bryant and Jary, 1991; De Cork and Rickards, 1995;
Reed, 1997; Stones, 2005; Weaver and Gioia, 1994; Whittington, 1992; Willmott, 1981).
4.5 Users of structuration theory
Many researchers have used structuration theory to study aspects of organisations and
society. For example:
Whittington (1992) used it to investigate how class structuration and the capitalist division
of labour can be influenced by gender, ethnicity, knowledge and state and how conflicts
and contradiction between private appropriation of surplus value and socialised production
can open up space for agency to transform their organisations through the dialectic of
control. The active exploitation of these tensions enables workers to exercise the privilege
of defiance in contradiction to capitalist rules of obedience, loyalty, compliance and
commitment aimed at employee control and domination at the workplace. Consequently,
Usingstructuration theory extends managerial agency beyond the confines of corporate
buildings into the communities where managers and workers (employees) are parents,
leaders and members of ethnic groups whose rules of conduct and engagement differ from
those of the capitalists. Thus employees have a plethora of choices within diverse systems
from which to draw on rules and resources in order to make a difference without recourse
to capitalist or institutional structures alone.
Willmott (1987) argues that managerial work in social institutions in capitalist societies like
support services in the NHS can be influenced and conditioned by the requirements of
capitalist labour process because the rules and resources agents draw upon to perform
Managerial work in these institutions are already accepted, legitimised and sustained by
the politico-economic relations of power in capitalists society. Hence managers draw on
capitalist structures (rules and resources) within and outside institutions as the medium
and outcome of their interaction to enable them accomplish their tasks. Agency is
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therefore through the imperfect and multiple confusing roles which managers play, as
career managers, agents of capitalist system and employees of corporations with powers
to allocate rewards or apportion sanction to which they are also subject. Thus in
institutional analysis, managerial work becomes a continuous search for consensus in the
conflict of personal and sectional self-interest between power holders and non-clique
Memberswithin the "dialectic of control'

.

In the realm of change, Pettigrew (1985), documents how external economic recession
triggered change and was used by corporate leaders, as agents of change, to mobilise
Managerial action in the context of Imperial Chemical Industry (ICI) to transform that
organisation.This study resonates with the consequences of hotel services outsourcing in
the health services. The trigger for services outsourcing was the inflation or economic
recession of the time needing a reduction in Government healthcare expenditure in order
to fund competing areas like education. The subsequent mobilisation of forces by
Managers, as agents in their trusts, has seen trusts like Theresa hospital attain foundation
status and become liberated from central control. Others trusts studied are poised to gain
the same through the enabling action of services providers as capital projects investors
and major stakeholders that streamlined activities, instituted innovation, commercial
ventures and ancillary staff training in many trusts with outsourced services.
Still on change, Chanal (2004), used structuration theory to study how project teams in an
industrial setting can draw on organisational rules and resources (structures) and through
interaction produce new knowledge that resulted in change through innovation in design.
Huber (1999) also used structuration theory to study how an organisation outsourced its
design features to access skill, knowledge and expertise. The in-house team and their
vendor, through interaction and drawing on organisational rules and resources were able
to produce new knowledge to redesign features that effectively impacted the client firm.
Similarly, Ranson et al., (1980) used structuration theory in the context of organisational

structureas informalpatternedregularityof interactioncombinedwith structureas
frameworkof the organisationto show how organisationschangeover time through
interaction.Here Ransonet al., (1980),acknowledgedthe separatenotionsof structure
as a mediumof controland dominationthroughhierarchicalpositionsor social
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relationships(interaction). Both involve political processes to enable agents to access,
allocate and to administer scarce resources or mobilise forces to achieve desired

outcomesfor changeor renewal.
AkgU'net al., (2007),used structurationtheoryto understandorganisationalintelligenceas
an interplaybetweenindividualand corporateintelligence,which throughinteractionof
Workersas agents,is combinedinto a comprehensiveform of organisationalintelligence.
Others used structuration theory to study the interaction between information systems and
agents who receive, interpret and use or resist using them to improve the effectiveness of
their delivery services in logistics (Lewis and Suchan, 2003).
On cultural issues, Patricia Riley (1983) used structuration theory to investigate culture as
organisational politics rife with patterns of symbolic discourses and subcultures (as what
an organisation is and not what organisations have). In her institutional analysis, she
the
bodies,
of
from
two
subsidiaries
compared political symbols
which were
professional
One
domination.
sample
features
to
same organisation
of control, power play and
elicit
identify
to
Her
(private).
(public)
Was routinised
aim was
and the other non-routinised
Structures that govern the political nature of organisational culture and to elicit structures of

dominationthroughresourceallocationand budgetarydecisions.
Althoughher data collectionwas hamperedby the refusalof some peopleto be
interviewed,the transferof employees,resignations,vague responsesto interview
data
Such
in
the
interviews
20/50
end.
questionsand attrition,she achieved
scheduled
In
I
(so
in
this
alone).
am not
collectionproblemswere also seen and experienced
study
her analysis,usingstructurationtheory schema,(figure4.2), she also found it difficultto
discernactionsgeneratedthroughdominationand hencereliedon respondents'viewsat
interviewson what was importantto them throughrepetitionor voice modulation.However
she managedto arrive at a plausibleconclusionthat organisationsare rife with informal
dialectic
the
but
through
of
by
culturesor subculturesnot officiallyespoused all members
Control,the officialculturepredominates.This is the sameconclusionarrivedat in this
study.
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Figure 4.2

Analytical elements using the process of structuration
(adapted from Giddens, 1984:29)
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Although structuration theory has been criticised as a meta-theory of action, many
researchers have successfully used aspects of it (as intended by Giddens) in social
Studiesinvolving change, power through culture, organisational intelligence, innovation in
design and logistics, but none of these studies involved a large public organisation like the

NHSor supportservicesoutsourcing.
However, Lawrence et al., (1997), used structuration theory to investigate the ability of
agents to mobilise forces during crisis situation prompted by economic recession to effect
change, survival and transformation of their organisation. Although the context of the study
Wasa large public hospital in New Zealand, the research was in the accounting section.
There are similarities with the research presented here. For example, the context of study
and the stimulus for change through operational efficiency are the same but again it does

not deal with either supportservicesor servicesoutsourcingas in this study.

4.6 Research Methods
Introduction

This sectiondefinesthe data collectionmethods,ethical,validityand reliabilityissues.The
decisionto use a resource-basedapproachfor this study,evolvedduringthe pilot studyof
NHStrusts.The relevanttheoreticalframeworksthat underpinthe study namelyResource
DependenceTheory(RDT), Resource-basedView (RBV), InstitutionalTransactionCost
Economics(TCE)and InteractionModel(IM) emergedas "lenses"to guide the study,
selectpeopleinterviewedand raise importantquestionsand issuesto examine(Cresswell,
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2003:131). Subsequently, structuration theory (Giddens, 1979,1984) also emerged as a
Unifyinglens with which to understand the perceptions of particular individuals in specific
contexts of NHS trusts and how these people create meaning in their roles as procurement
Managers, services provider (FIVI)managers, stakeholders or members of the workforce.
These theoretical underpinnings have been reviewed and discussed. Their combined

assumptionsprovidea rich broadframeworkamenableto the study of complexand
dynamicphenomenalike the perceptionsof key personnelinvolvedin hotelservices
Outsourcing
and the consequencesof their businessrelationshipswith commercial
servicesprovidersin the eight NHStrusts studied.
Others have used multiple theories to investigate business relationships. For example,
Heide and John (1988) used TCE and power theory to study inter-firm relationshipswhile
Anderson and Narus (1984 and 1990) combined intimate relations theory and power
theory in their study of working partnership relationships. Furthermore, Transaction Cost
Economicsand Resource Dependence Theory have also been used to provide models
that were empirically tested (Anderson and Narus, 1984,1990; Weitz, 1981). Recently,
Chanal (2004), used structuration theory (Giddens, 1984), communities of practice theory

and the discursiveview of organisationsto investigatehow innovationin a firm contributes
to organisationallearning.Also Grimshawand Miozzo(2006),used contractlaw (Barley
and Kunda, 2001) and varieties of capitalism (Hall and Soskice, 2001) in their comparative
studies of institutional effects (context) on IT outsourcing. These multiple theories aid
better understanding and explanation of the subject under study by moderating their
individual distinctiveness (Easton, 1995). Consequently, the five intrinsic theories used in
this study also complement and moderate each other for similar effects.
Because so much is new, complex and interwoven in these outsourcing relationships,
coupled with the evolving process of interaction exchange, the research is based on the
subjective views (perceptions) of managers on both sides of the relationships. These
views embody the constructed meanings of these actors or agents from their experiences,
jobs, routines and the paradoxical
interests
that
diverse
stakeholder
political climate and
govern, influence and constrain their work and exchange relationships. Hence an inductive
stance allows for a richer understanding of the evolving change processes, the dynamic
nature of these relationships and their outcomes (Easton, 1995). Induction may also play a
Powerfulrole in knowledge development through the discovery of theories in use and their
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applicability in the design, management and structural outcomes of inter-firm outsourcing
relationships(Berger and Luckman, 1966; Dwyer et al., 1987; Easterby-Smithet al., 2002).
Qualitative research is referred to as "an umbrella term covering an array of interpretative
techniques that seek to describe, decode, translate and come to terms with the meaning,
not frequency, of certain naturally occurring phenomena in the social world" (Van Maanen,
1983:9). Flick (2002:9), further defines qualitative research as "a process of constructing
versions of reality in time and place". However he bounded it by stating its relevance to
social relations, not the formulation of general laws or measuring to quantify phenomena
(Flick, 2002:2). This may be because a hypo-deductive approach is deemed static and
Unableto capture the complexity and dynamism of inter-firm exchange process.
Qualitative methodology lends itself to the study of complex inter-organisationalfunctions
such as business relationships through outsourcing and provides powerful tools in
management studies (Easterby-Smith et al., 2002; Flick, 2002; Gurnmesson, 1991; Miles
and Huberman, 1994; Mintzberg, 1973,1990). Hence, this study has a descriptive and
explanatory purpose.

This thesisendeavoursto add to the bodyof knowledgeby aidingthe understandingof the
Processof hotel servicesoutsourcingin the uniquecontextof the healthserviceand the
hopefulproductionof knowledgefor managersand stakeholdersto betterunderstandtheir
resourcesand how others have creativelyusedtheirsfor comparativeadvantagethrough
hotelservicesoutsourcingin the healthcarearena.
4.6.1 Research aim
The aim of this thesis is two fold. Firstly it should contribute to and develop knowledge of
Outsourcingprocess in the NHS context. Secondly it should allow academics and both
NHS and FM managers to gain understanding of the structural outcome and impact of
hotel services outsourcing in these eight selected NHS trusts, in order to perhaps apply it
to improve their outsourcing outcome or gain advantage in the competition for healthcare.
4.6.2 Research objectives
The objective of this thesis is to investigate the perceptions of managers, workers and
stakeholders most closely involved in the contractual business relationships between eight
SelectedNHS trusts and their providers of hotel services. It does not seek to quantify the
resultant benefits or extend these benefits to third party network interests. Rather the study
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seeks to explain the commonalities, differences and contradictions between perceptionsof
these respondents directly involved in hotel services outsourcing in their different trusts.
4.6.3 Research focus

This researchfocusesmainlyon the contractualrelationshipsbetweenhotelservices
providers and their clients with reference to the resources involved and the structural
outcome of these relationships. Many previous studies (as shown in the literature review)
have used the Resourced-based approach to study the benefits of business relationships.
For example in using inter-organisational relationships (alliances) to create value through
resource combination or knowledge sharing (Barringer and Harrison, 2000; Das and Teng,
2001) or to transform their organisation (Jamali and Sahyoun, 2006). Some used alliances
to gain access to foreign markets, increase the speed to market as in high-tech firms (Doz
and Hamel, 1998; Faulkner, 1995), while others, through alliances, built capabilities for
competitive advantage (Barney, 1999; Grant and Baden-Fuller, 2004; Powell, 2001).
Other researchers used outsourcing of InformationTechnology to enable them focus on
finding and producing hydrocarbons (Cross, 1995), to improve manpower needs (Peisch,
1995) or to investigate its impact in the public sector (Jiang and Qureshi, 2006; Lin et al.,
2007). But none of them investigated support services outsourcing in the NHS. However,
the focus of this study is on how trusts use outsourcing of their non-core activities namely,
hotel services to access skills and know-how that enable them focus on their core activity
of medical research and practice and so compete with other NHS trusts. Resources
acquired, as investments, also enable some trusts to build capabilities or facilities to
improve working environments and human capital to enhance their performance. Some
services managers used such investments to upgrade their skills to professional standards
and so liberated themselves and their workforce from manual workers to professionals.
4.6.4 Access
Access is referred to as the researcher's main problem (Easterby-Smith et al., 2002;
Gurnmesson, 1991; Phillips and Pugh, 2002). This problem is magnified in management
and business studies, where managers are unwilling to be interviewed (Mintzberg, 1973).
This may be because research is deemed a disturbance that disrupts business routines
and has no immediate pay off for the managers or institutions involved (Flick, 2002:56).
Besides busy managers count the cost of their time and decline to give interviews that may
become prolonged and interfere with paid business schedules (Easterby-Smith et al.,
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2002). Hence some managers may have genuine reasons to avoid being interviewed.
Thus, access becomes an exercise in securing their willingness to be involved. Many wellconceived studies are aborted for lack of access to organisations and to people with
relevant information (Easterby-Smith et al., 2002:72; Faulkner, 1995). Indeed restricted

accessto researchenvironmentin managementresearchleadsto superficialknowledge
that is misleadingat best or worthless(Gummesson,1991).
Manymanagersfeel threatenedby disclosinginformation.Theyfear that such information
Mightbe of use to competitors,or used out of contextto threatentheirjobs or position.
Withoutan openworkingrelationshipbasedon trust, experienceor knowledgeof issues
involvedin organisations,researchersfail to gain insightinto organisationaldynamics.
Thus accessinvolvesthe credibilityof researchers,gainingthe trust and cooperationof
informantswith useful information,their transparencyand the willingnessof managersto
give up their paid or free time for lengthyinterviews.
However,after decades of my working in and managing hospitals, access was obtained to
Many NHS health centres. The mental access of understandingwhat is going on in NHS

trustswas also accessibleto me. But my knowledgeand experienceshouldneitherblock
innovativethinkingnor preventcollecteddata speakingto be heard(Glaserand Strauss,
1967).My naivetyin researchterms is hopefullybalancedby my knowledgeand familiarity
WithNHStrusts and the abilityto confirmissueswith otherswithin trusts.The problemsof
Politicsand powerin organisationsare inherentin organizationalresearch.Acknowledging
and dealingwith these issueswithoutthe loss or distortionof data is the essenceof social
or management studies. Avoidable problems of bias were identified and avoided.
4.6.5 Bias in management studies
I am aware of the problems bias arising from researching an organisation in which one
of
also works. Indeed Dalton (1959), investigated an organisation in which he also worked,
WhileFaulkner, (I 995:ix) investigated organisations that were also his clients.
,-

Forms of bias identified are:
1- Observer bias due to prolonged association with the organisations.

2. Participantbias due to participatingin a differentarea of the organisations,that
is being researched-the problems of "going native" in an NHS context
3. Semantic bias as different respondents may use words differently.
4. Power and political bias inherent in researching support services sections of

largecomplexNHS organisations
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5. Behavioural bias in interpreting non-verbal behaviour (body language).
6. Bias in interpretation during interviews and also in transcription.
7. The interpretation of silences during interviews and on transcription tapes.
8. Cultural and professional bias between researcher and respondents.
9. My personal beliefs and values may intrude into the research process.
10.Personal experience of NHS trusts may influence interpretation of data.
However, it should be noted that my work is in the medical and clinical areas of NHS
trusts, which are entirely different from the areas of study. This study is on managerial,
purchasing and support services areas. However there were occasions of participant
observationwhen worked and shadowed frontline nurses in their daily routines and helped
out hotel services workers in order to gain first hand knowledge of what their work entails.
4.6.6 Validity
This thesis makes no claim to universal validity. However the thesis presents a plausible
account of the outsourcing process in the NHS context and their structural outcomes
through multiple access to the perceptions and experiences of those directly involved to
aid understandingfor academics, procurement and support services (FM) managers and
NHS stakeholders. Validity in qualitative research is mired in the problems of researchers
"accurately interpreting respondents' perceptions and presenting them" (Flick, 2002:222).
However, Hammersley (1992:50-52) asserts that firstly, the validity of knowledge cannot
be assessed with certainty but assumptions can only be judged by their plausibility and
credibility. Secondly, that phenomena exists independent of our claims concerning them
hence our assumptions can only approximate to them. Thirdly, that research should aim at
Presentingreality not reproducing it.
The use of structuration theory in analysing data in this study also precludes justification.
Discussionsare based on participantis viewpoints and perceptions with those of others to
generate the essence of reality in these business relationships. These coupled with my
Prolongedengagement in the trusts and persistent observation throughout the period of
five years should validate this study. Awareness and avoidance of avoidable research bias
identified above will also aid validity.
4.6.7 Reliability
Reliability involves showing that the operations of the study such as data collection and
analysis can be repeated and the same results obtained (Stake, 1998; Yin, 1994).
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Working alone in the chosen hospitals, which are typical of NHS trusts, I have retained the
same Interview Protocol (Appendix 1), while allowing for in-depth interview variations
between interviewees.These should increase the reliability of response to the same
questions. Furthermore the data analysis has been done with due regard to transparency
but within the limitations of the study.
4.6.8 Limitations of this Research
It was not possible to catalogue and record all exchanges made by the managers and
others interviewed due to time pressures and the unwillingness of some informants to be
interviewed on tape or beyond certain limits. Hence it will not be prudent to extrapolate
direct research results to hospitals in different economic, geographical or cultural locations.
Besides respondents were not chosen at random hence some caution in generalising
interview data to other organisations is called for. Also structuration theory posits that
knowledge of practices in most organisations is never completely shared by groups,
organisations or collectivities. Thus, any information gathered from respondents at each
NHS trust support services, their stakeholders and workforce, must only be recognised as
Containing and attributed to the individuals who create or recreate these structural patterns
out of their own lived experiences though they are also members of the larger society.
The research is further limited to understanding the vital processes and driving forces for
hotel services outsourcing relationships within the support services of the eight NHS trusts.
Although outsourcing outcomes have a knock-on effect on the other clinical and nonclinical departments of some of the hospitals investigated it is hoped that this research will
contribute to a deeper understanding of hotel services outsourcing and elicit possible
benefits as structural outcomes from these complex dynamic exchange relationships.

4.6.9 Ethical Issues
The confidentiality and anonymity of participants is maintained. All the names of people,
Places,hospitals and organisations in this study are fictitious. Any relationship or similarity
to known places or organisations is purely coincidental and non-attributable to anyone.
The choice of neutral venues for interviews in some cases did enhance privacy. I am
aware of the possibilities of participants either deliberately or unintentionally providing
Misleading information. These are parts and parcel of social interaction as researchers
and participants exchange views to discover meanings and build a holistic picture of
emerging experiences, perceptions and choices in all their complexity and contradictions.
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But the use of triangulation and my long immersion in the research context have hopefully
limited such misleading information.
4.6.10 Triangulation
Triangulation here refers to the use of multiple but independent sources in the study of the
same object. The term was borrowed from navigation and surveying where a minimum of
three reference points are taken to check an object's location (Easterby-Smith et al.,
2002:146). It can also refer to using multiple methods to study the same subject (Denzin,
1989:236). Indeed scholars regard triangulation as an essential part of methodology. Four
types of triangulation are described here (Easterby-Smithet al., 2002:146)
a.

Data triangulation covering time, space and people involved in the study by
using multiple data sources from multiple informants in the same organisation or
data collected over different time frames

b.

Investigator triangulation, using multiple observers for the same object to collect
data which is then compared thus providing different perspectives of the same

situationin order to compare,developand refinestudies
C.

Theoretical triangulation involves borrowing models from one discipline and
insights
This
discipline.
in
them
to
can reveal
using
explain situations another

d.

previouslyignoredfrom data.
Methodologicaltriangulationinvolvesusingboth qualitativeand quantitative
methodsof data collectionor interviewsand questionnaires.

Howevertriangulation should not be an end in itself but premised to balance out individual
weaknesses with the strength of others and so maximize the totality of data collected.
Consequently,both data and theoretical triangulation were used in this thesis to clarify
agents' perceptions in each NHS trust and multiple theories applied in the discussion.
The uses of triangulation
Although the standard use of triangulation is in using different methods to provide different
Perspectiveson what is being studied, that was not the case in this study. For example
Hofstede (1991) used a combination of quantitative data processed through qualitative
narrative in his classic study of national cultures. Others have used qualitative narrative in
attemptingto quantify the economic impact of outsourcing. They also used both interviews
and questionnaires and gathered quantitative data for their study (Jiang et al., 2006). Thus
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these researchers have used methodological triangulation to validate the accuracy of their
findings. However in this thesis data triangulation was used.
4.6.11 The use of data triangulation in this thesis
Gathering qualitative data involves actively listening to respondents at interviews,trying to
decipher their voice modulation, body language and facial expression and later reading
interview transcripts to understand respondents' perceptions as they create their realities
and make sense of their lived experiences through narratives. This active listening and the
perception of respondents are intangible attributes. Consequently, as Stengel et al., (2003)
suggested, the issues involved in such narratives should be looked at from a number of
different angles. Hence the same interview questions should be asked in different ways to
different people in the same organisation. By so doing the most pressing issues to those
interviewed and their relatedness can be identified. Thus by asking different people the
same questions in different ways, lapses in organisational memory can be jogged to
enable researchers obtain more accurate and holistic information from respondents.
However, my over-arching reason for using data triangulation in this study was to
determine the accuracy and authenticity of the evidence gathered. Therefore different
Members of staff in the same hospital were questioned to check the accuracy of
information gathered through interviews and to explore and confirm my own observations
in order to eliminate needless observer bias from the findings. Data triangulation also
enabled me to understand diverse, multiple realities of those directly involved in support
services. Consequently by comparing and contrasting different conversations and varied
Perspectivesof respondents and stakeholders as they tried to make sense of their daily
Workinglives in support services, I was able to seek the underlying meaning of their
narratives in order to focus on the main issues or over-arching structures.
To accomplish this, I worked as a part-time agency or bank nurse on night duty at most of
the hospitals investigated to enable me observe things for myself and also to dialogue with
nurses. In the hospital environment, nurses are the linchpins between the medical and
non-medical support staff, of which hotel service is a part. Nurses are at the fulcrum of

activityand at the centreof the interactionbetweenpatientsand other hospitalpersonnel.
Howeveragencynursesare alwaysout in the cold, neveracceptedas membersof the
team no mattertheir lengthof service.This accordedme the emotionaldetachmentand
distanceneededto maintainmy objectivityas a researcher.
103

Thereforeby workingas a nurseon numerous
occasionsover the entireperiodof this
thesis,I was privilegedto observe,first hand,how
supportservicesworkersfunctionin
boththe outsourcedand the in-houseoperations.Duringthe
night shift, it was possibleto
havequiet conversationswith nursesand
supportservicesworkersbe they cleanersor
caterers.Issuesraisedby respondentsat interviewswere constantlyclarifiedwith nurses
and cleaners,unawareof my researchinterest,so had no reasonto give me misleading
information.Thus throughdata triangulation
and reflectionin my journal, I gaineda deeper
understandingof the workinglives of someof the supportservicesworkersand was able
to appreciatetheir perspectivesand iron out discrepanciesand personalbias. For
example,at Theresahospital,where only two peoplewere willingto be intervieweddue to
the managementban on workerstalkingto outsidersor givinginterviewsto reporters,I
resortedto gettinga job there to enableme talk to otherstakeholders.In the processof my
Workingthe night shift as a nurse, I encounteredand talkedwith two other managers,
(agentsC and D) hereincalled Joannaand Sue.Their valuablecontributionenrichedthe
narrative from the two respondents interviewed and enabled me gain a richer perspective
Of issues like the motives and benefits of services outsourcing at this hospital.
Similarly at Victoria and County hospitals NHS trust, I also worked as a night nurse in
Orderto make first hand observations there. Although three people were interviewed at this
hospital, some people who would have contributed to the
interviews.
declined
narrative,
Consequently, I talked with nurses, porters, cleaners and caterers, again unaware of my

researchinterest,while workingthe night shift.Agents P and Q (on the respondents
Profile)made more meaningful contributions by sharing their experiences as cleaners with
Me. Their narratives are included as excerpts in the data analysis. Thus my conversation
Withporters, cleaners, caterers and security men at work and observation gave me a more
holistic perspective to
augment the interview data and enrich my analysis of this hospital.

Furthermore,I had previouslyworkedat Helina,Karena
hospitals
Reinhard
as a night
and
nurse during the pilot and preliminary studies and formed relationships with some workers.
Subsequently it was not difficult to return

and talk to these workers to clarify issues raised

at interviews or to observe support services workers at work. Indeed I trained as a nurse at
Dickson Memorial hospital before

attending medical school at Charlston memorial hospital.

Consequently, I was conversant with the layout

of both hospitals and remember too well

the set up of the kitchens and dining areas. I

was most surprised that they have remained
the same dull and dingy places I remember despite
attempts at refurbishment. Thus, my
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knowledgeof the different hospitals and work

opportunities gave me unlimited access to
the people working there either to clarify issues raised interviews to
at
or observe workers.
The use of data triangulation in this thesis may

seem to differ cross-case due to the need
to clarify, confirm or verify issues. Because different NHS trusts investigated have different
history, operate in different locales and are somewhat
unique in their modes of operation,
the use of data triangulation was also different or cross-case. Thus data triangulation was
used in this thesis as needed to understand the multiple realities of different respondents
from different perspectives and so gain a more holistic view of the
emergent structures.

4.7 Research Method proper
My interest in NHS hotel services outsourcing started during

my IVIBAproject. I noticed
that catering, laundry, portering and cleaning services (called hotel or support services)
Werebeing outsourced in several NHS trusts. I wondered why and reflected on the
benefits thereof. When the decision to engage in doctoral research was made, I was glad
to try and find out why and how outsourcing benefited these trusts that engaged in it.
Thus a preliminary study was carried out in three NHS trusts in the London area.
4.7.1 Preliminary study
This was firstly to ascertain the do-ability of
such research, secondly to gain access to the
Peopleinvolved (the procurement managers and their services provider managers), thirdly
to determine the suitability of such a study for a PhD and finally to generate a suitable
research proposal. Three London trusts were selected on the strength of previous visits
during my MBA project. Three procurement managers of these trusts and their services
Providermanagers were interviewed using a semi-structured interview format to unearth
the motives and benefits if any, of their trusts outsourcing hotel services. The study was
focused on the NHS networks

of suppliers from a services marketing perspective. The

results were revealing.

The resultsof this preliminarystudy revealedthat the
be
doable
would
and
researchwas
suitablefor a PhD.A suitableresearchproposalwas generatedbut most importantly,that
the motivefor hotel servicesoutsourcingwas mostlydue to
resourcescarcityand not
servicesmarketingper se. These motivesrangedfrom lack of spacefor laundryfacilities
throughlack of managerialexperience,knowledgeand skills to inabilityto recruitand
retainancillary(supportservices)workers.This resourcescarcityseemedto hinderand
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distract these trusts from competing favourably with other trusts either for Government
allocation of funds or in the effective, smooth running of their organisations. Some of these
trusts, procurement managers also reported the benefits of outsourcing as value for money
and a chance to refocus on medical services on which their reputation and expertise lay.
Outsourcing helped some avoid the ugly scenes of ancillary staff demonstrationsfor more
Pay since by outsourcing, the ancillary staff were sold to the contractors who then became
responsiblefor their pay, benefits and contributions. Thus this preliminary study helped to
redefine my area of interest and research focus and also enabled me to build relationships
With services managers and their provider managers for future use.
Further literature search in areas of services outsourcing (Cross, 1995; Huber, 1993)
alliance formations (Faulkner, 1995) resources for competitive advantage (Penrose, 1959,
1996; Pfeffer and Salancik, 1978; Prahalad and Hamel, 1990) services business
relationship management (Ford, 2002,2003) and services marketing in the NHS (Laing et
al., 2002) revealed gaps between what obtained in the commercial business sector and
the experiences of some managers. For example the NHS is a public sector organisation
Providinga social service in healthcare. Consequently,trusts are not profit oriented and
cannot compete with commercial organisations yet can outsource hotel services to these
Commercialoperators and report benefits, cost savings and more reliable services. Thus
the stage was set for a pilot study.

4.7.2 Pilot study
This paradoxof the healthservicein partnershipwith the commercialsector, helped
deepenmy interestto find out the real motivesand benefitsof hotel servicesoutsourcing.
Subsequently,a pilot studywas carriedout. The aim of this studywas to explorein greater
depth,the motivesand benefitsof hotel servicesoutsourcingin threetrusts in the London
area and to better understand the management of the dyadic business relationship
between the
that
enable
their
managers
services providers
procurement managers and
them benefit from hotel services outsourcing. To further buttress the reports of the
Managers involved, the interviews were extended to stakeholders and support services
workforce. Again a semi-structured interview format was used in order to enable the
Managers, stakeholders and workforce tell their stories from their lived experiences and
not just tick sections of a questionnaire without explanations, motives or reasons.
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The resultsof this pilot study confirmedthose of the preliminarystudy.The motivesfor
outsourcingwere mainlydue to scarcityof resourcesin personnelexperience.skills and
knowledge,financefor improvementof supportserviceslike kitchens,canteensand caf6s
and the nurturingof new venturesas reportedin sometrusts. Newventurelike the Diners'
Den at Victoriahospital,was later taken out as commerciala businessfor the services
Provider.Thusthe pilot study revealedeconomicbenefitsfor the trusts involved,nurturing
kitchen,
infusion
by
into
funds
the
of
of
newventures,
refurbishing
servicesproviders
of
CaMsand canteensand improvingcleaningand porteringto aid the smoothrunningof
Sometrustsand patients'jo umey throughthem. Outsourcingwas also seen to extendto
Medicalsupplies,payrolland theatreequipmentdue to the benefitsgeneratedfrom hotel
services.This pilot study also establishedthe uniquenessof each trust investigatedand
the accomplishmentof my transferfrom MPhilto PhD.
The pilot study helped me redefine areas for the main study and the subsequent research
design. Again further literature search revealed the need to focus on both the motives for
Outsourcingand the outcomes both intended and unintended. Thus the main research
question became the consequences of hotel (support) services outsourcing in selected
NHS trusts in the Greater London area. This was changed to the present one following my
Mock viva to reflect the dominant perceptions of those directly involved in the study.
Twelve NHS trusts were initially chosen for the main study. These were, Dickson memorial
hospital, Charlston memorial hospital, both of which engaged in limited outsourcing (10%).
Others were Featherstone, Karena, Victoria, Reinhard, Theresa and Helina hospitals. The
rest were Blummer, Chapter and Davison hospitals and Freedman mental hospital. These
last four hospitals were not included in the final study due to their location, outside the
Greater London area, the long distance involved in getting to them for interviews, the lack
Ofwillingness of the managers to be further involved in the research process and mainly
because the same services provider, Assured, was also the provider in each of the four
hospitals. Hence it was felt that including them in the study would not add more in the final
analysis but then I could be wrong and should have included them for variety sake. Finally,
eight hospitals were chosen on the strength of their location, unlimited access, the variety
Of hospitals involved and the willingness of the managers, stakeholders and hotel services
Workforceto engage in a prolonged research endeavour.
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4.7.3 Research method used
A total of twenty-six managers and directors of eight NHS trust hospitals (some hospitals
like Theresa and Featherstone are based on more than one site as shown below) and their
hotel services providers, together with members of the workforce and other stakeholders
were interviewed using a semi-structured interview format in a case study inquiry. This
enabled the agents tell their stories and generate insight into how these trusts' managers
have managed their complex relationships with

face
in
the
outsourced services providers

Ofconstant cost pressures and the structural consequences of their interaction.
Interviewswere chosen
over questionnaires to enable me explore, clarify and elicit the
Perceptionsof agents and the multiple meaning of their experiences (Silverman, 2000:35).
Interview data provides access to attitudes, perceptions and beliefs, which reveal multiple
Meaning in such complex phenomena as inter-firm contractual exchange relationships.
The explanatory nature of the study and complexity of the social phenomena, called for the
flexibility offered by unstructured and later semi-structured interviews that allow the "views
Of agents to be known" (Easterby-Smith et al., 2002:86). Moreover, health service workers
and especially busy managers dislike questionnaires. Questionnaires fail to capture nonVerbalcommunication and personal contact, which may be present in facial expressions
and inflection of the voice that help researchers gain valuable clues to meaning (EasterbySmith et al., 2002:86). Observers suggest that managers comply with what they think
Someresearchers should know about their organisations when completing questionnaires
and may avoid extreme responses in either direction creating a discrepancy between the
data sought and that obtained from questionnaires (Cresswell, 2003; Eastherby-Smithet
al., 2002:41; Gurnmesson, 1991; Punch, 2002). This may be because managers are
unsure of what use the questionnaires will be put to and the possibility of their competitors
Making use of the information contained. But face-to-face interviews can overcome these
Problemsthrough trust building and sensitivity towards, what agents deem confidential.
Furthermore
case study uses a narrative medium crucial to understanding complex
Organisationalbehaviour and attitude in natural settings (Van Maanen, 1988) while
Multiple case studies "provide multiple views of the evidence sought" (Yin, 1989:23). Other
observers agree that case study inquiry in management studies can provide varied and
Comprehensiveviews of the project (Cresswell, 2003; Easterby-Smith et al., 2002).
FUrthermorecase study may aid in practical
identify
with and
can
applications managers
Probablymodify to apply in their situations (Gummesson, 1991; Stake, 1998; Yin, 1994).
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In total twenty-six interviews, out of the thirty-one

conducted from May 2005 to April 2006,
were recorded. The managers interviewed are responsible for hotel services in their
respective NHS trusts. Hotel services comprises of catering, cleaning, portering, laundry
and in some cases, housekeeping. These seemingly non-critical functions outsourced to
contractors by some trusts form part of the total facilities management remit of support
services. The perceptions and experiences of these hands-on agents are vital in eliciting
Whatthey perceive as the reasons and consequences of outsourcing hotel services under

their care.
Some interviews were held at neutral venues

within the hospitals to increase confidentiality
and ease of agents' disclosures. Overt and covert observations were made (as I already
work in the hospitals) to confirm issues raised at interviews or to improve later discussions.
The same interview
questions were put to each person interviewed but they were allowed
to tell their story as they saw fit. This method helped to
unearth some information that
respondentswould not have volunteered and also aided consistency in agents' responses.
Some agents were asked follow-up

issues
to
while stakeholders and
clarify
questions

Membersof the workforcewere later questionedformallyand informallyto collaborateand
triangulatemost of the stories until June 2007. Consentwas soughtthroughinternal
Means,where necessaryand sensitivitytowardspersonalor confidentialissueswas
maintained.All data collectedare treatedas confidentialand non-attributable.
EightNHStrusts

were chosenas my sampleon the strengthof an earlierpilot study,
to refineinterviewquestionsas well as gain accessto peoplewith useful informationfor
the study.Thesetrusts were chosenon the strengthof unlimitedaccess,locationin the
GreaterLondonarea, the
be
to
in
be
involved
the
to
and
study
participants'willingness
interviewed the
as
need arose and the varietyof hospitals(fromteachingto general)to
Providesustainableintrinsicinterestfor me as researcherand their level of outsourcing
from 10%to 100% indicatedin (table4.1
in
interviewed
Those
b)
below.
4.1
each
as
a and
Outsourcedcategoryare listed in (Appendix2). The potentialfor learningfrom their
differences,similarityand
uniquenessincreasedmy interestwith a view to generalising
Modified forms of the results to similar hospitals (Cresswell, 2003; Stake, 1998).
Most

managers were willing to be interviewed. But in places like Charlston memorial
hospital
with six catering managers, one of them was interviewed at her convenience
during shift work and in
other places some managers volunteered more useful information
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than others. However, some managers were reluctant to discuss some "sensitive issues"
despite several attempts and different ways of asking the

same questions, while others
fearing for their jobs, sanctions or just being uninformed
about their contexts chose not to
contribute (Dyne et al., 2003; Milliken et al., 2003). Perhaps these are the ones sworn to
secrecy by management using "gagging clauses" to ensure that they don't give interviews
critical of the NHS to anyone (Craft, 1994; Jones, 2000a; Sheard, 1994). Indeed this was
confirmed at Theresa hospital, where the managers were vocal but stressed that they had
been reprimanded by management for giving interviews of any kind. Consequently, some
interviews are shorter than others where agents were
willing to talk but felt constrained.
However, a point of data saturation was reached when agents' responses were repeated
on several occasions in different hospital contexts.
Interviews lasted from sixty to ninety minutes, were taped, transcribed (available for
scrutiny on demand), analysed and coded according to the main issues of concern to the
Managers interviewed (Flick, 2002) and displayed for comparative analysis and discussion
(Miles and Huberman, 1994). Relevant documents and Annual Reports of each hospital

and those of the servicesproviderswere collectedand informationcontainednoted.
The underpinningassumptionis that differentviews are found in differentsocialworlds
(context)hencetheir uniqueness.This methodof codingfor comparisonmakesfor a
deeperunderstanding,flags up negativecasesand helpsone explaincontextualissues.
Howeverthe codingprocedureremainssensitiveand opento specificcase contextsby
Preservingtheir uniqueness while allowing group comparison. Hence the focus is on the
analysis of both uniqueness and variety in the distribution (Flick, 2002: 189), while the
display allows for inferences to be drawn on emergent themes or patterns (Miles and
Huberman, 1994). But the
procedure is limited by being time consuming.

4.7.4.1 Self critical awareness in conducting qualitative interviews

Qualitativeresearchis said to be specificto the studyof social relations,whichare replete
Withinequalitiesin knowledge,experience,skills and balanceof power (Flick,2002).There
are myriads of differences between researchers and interviewees in their beliefs, values,
understanding,cultural background and outlook. Furthermore, because these studies
involve the subjective
daily
that
lived
to
their
and
respondents attach
meaning
experience
job routines and practices the researcher lacks familiarity
field
knowledge
the
and
of
and
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subject under study. Consequently, researchers are always negotiating and managing the
interview interface with sensitivity and skill to gain insight into the
subject of study.
Unlike in quantitative studies where researchers are armed with research questions and
hypothesesfrom theoretical models and go into the field of study to test such hypotheses
against empirical evidence, the qualitative researcher is dependent on the information
gathered from the field through interviews, narratives, personal observations and reflection
on the data and evidence gathered. Thus patience, understanding and perseveranceare
Virtuesthat can enable researchers, in pursuit of information, to gain insight from interview
narrativeswhile mindful of the difficulties and problems of conducting them.
Why I kept a reflection journal
To help me deal with my initial inexperience and lack of much needed skill and sensitivity
in conducting face-to-face interviews and gathering data through observation and dialogue
Withstakeholders, I kept a reflection journal. Even after I thought that I had gained some
knowledge, skill and experience in these areas, I continued to reflect in my journal to help

Me catalogueand analysedifficultor contradictorysituationsand dialogueI encountered
duringthis study.Throughthese reflectionsI was able to unravelsome of the underlying
Meaningbetweenand within data gatheredand cometo what I perceiveto be a plausible
Meaning of the issues and situations in their varied context. For example I have included
in Appendix 1b, a full interview transcript conducted in March 2004 during the early part of
this study. I chose to include this particular transcript because it was the most difficult and
Yet least informative of all the interviews I conducted but it was also the most productive
because I learnt a lot from it to help me make future interviews more informative.
In the said interview transcript I used the analogy of pulling out teeth to reflect on my
inability to gain the information sought. I was inexperienced at the time and so was the
interviewee. It was a case of two inexperienced people trying to accomplish a highly skilled
and sensitive feat of managing and conducting a qualitative interview. So how does the
dental analogy of tooth extraction fit in with this interview as I reflected on it?

1

Did the tooth need to be extracted?
In other words did I need to gain the information sought from the interviewee? The

answerwas yes

ill

2.

Did I anaesthetise the area adequately to lessen the pain and make the extraction
pain free? The answer was no. This was mainly due to lack of the right equipment
in the form of skills, sensitivity and experience in conducting such interviews.
To adequately anaesthetise the area is analogous to first building rapport with the

interviewee,which would have put him at ease,enabledhim to trust me moreand
would have given him the confidenceto be more open and to readilycooperatewith
me by telling me his story. Insteadwhat transpiredwas a dry and blandinterview
with an apprehensive respondent that became laborious for both of us and in the
end elicited only superficial data.

However,a tooth (information)was extractedand the experienceenabledme to reflecton
what went wrong in order to improve on the skills needed for future qualitative interviews.
For example after my reflection on this interview, I decided to give future interviewees,
where possible, an outline of the questions to be asked, to give them an idea of what to
expect. I also learnt to listen beyond what was being said or what interviewees tended to
couch in verbosity. Consequently future interviews were more in-depth and revealed more
Ofthe meaning behind the issues and situations discussed when applied to their context.
For example by November 2004,1 conducted other interviews at Charlston memorial
hospital NHS trust with the previous encounter still ringing in my ears. An extract of this

secondinterviewwent thus:
MJ: some peoplesay they outsourceservicesto reducecost and wastage.Howdo
you manageto containboth cost and wastagedoing things in-house?
Florence:it all dependson how you manageit. If you have a very good in-house
the
bear
Basically
be
in
all
you
manager,wastage cateringshouldnot a problem.
there
With
You
it
to
could
contractors
risk.
are not passing on outsidecontractors.
be a lot of problemslike qualityof serviceand controlof the level of service.
Everytime you want to make a change,it will cost you a lot of moneywith outside
in-house
be
flexible
services.
with
contractorswhereaswe could more
In my reflection journal I analysed the answer to the question of wastage and cost

containmentin this in-houseconcernas follows:
1.

Having very good in-house catering managers will reduce wastage

2.

The fact that you bear all the risk whether services are outsourced or in-house

3.

Outside contractors could pose a problem with their fixed prices
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4.

There is more flexibility in making changes with fellow in-house managers than
with contractors. Such changes can result in cost savings when made between
in-house managers than with contractors.

Explaining my reflection In context of this hospital
Charlston memorial hospital NHS trust has six catering managers poached from the
commercial sector. Florence herself, who was the director of operations at the time, has
over twenty years experience in support services both within the NHS and the commercial
sector. Furthermore, one of the catering managers interviewed claimed to know how
contractors cut corners to reduce their costs and so make profits. Consequentlywhen
Florence talked about having very good catering managers, who are able to reduce
Wastage,I was sensitive to her underlying meaning and understood what she meant.
Good catering managers meant experienced managers who would know how to cut out
Wastage,if not for profit, to become more efficient in resource use and so reduce costs.
Secondly the fact that the support services managers still bear all the risk whether services
are outsourced or in-house makes outsourcing redundant. To this in-house concern with
Previousexperience of a contractor that went into liquidation, forcing them to rebuild their
transport services, there seemed no point in outsourcing services. If they outsource, they
Still bear all the risk and are forced to deal with possible problems with contractors and
Manage the resultant relationship they find inflexible and costly in time, energy and money.
Consequently, support services have remained in-house, allowing managers to make
needed changes while shifting their budgets around to contain costs or save money.
The services managers have'also become risk averse in order to preserve in-house jobs,
maintain control over services and reduce any interference from contractors, all of which
Manifest as their fear of services outsourcing. Thus the sensitivity and skills that were
lacking during my interview with Roland are less evident during later interviews. My skills
were augmented and sensitivity to insights on issues discussed heightened by journaling
to understand the underlying meaning of respondents' narratives.

Valueof reflectionjournal
By reflectingin this journal I was able to criticallyanalysethe words respondentsused
Withinthe contextof their operations,my own observationsand experienceof the NHS
trust concernedand my dialoguewith other stakeholderson the same issues.This critical
analysisenabledme to compareand contrastthe catalogueof issues,thoughts,ideas,
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feelings, impressions, hunches, contradictions and my own prejudices in order to clarify
them and find the underlying meaning hidden in respondents narratives and conversations
as they endeavoured to create their own realities and make sense of the situations around
them. There is always a potential problem of misinterpretingwhat respondents mean or
say at interviews due to the differences in language, culture, values and beliefs but far
from the interview sites, issues can be dissected in the reflection journal to elicit problems
or indeed find solutions to problems that arose during interviews. Thus by journaling in my
reflection book, as part of the research process, I became more critically aware of the
emotional problems faced by both researchers and respondents during interviews and the
difficulties encountered by researchers who conduct qualitative interviews in social studies.
This self-awareness helped to heighten my sensitivity to non-verbal communication be
they voice modulations, facial expression or silence during interviews. Consequently,the
Workdone in the journal enabled me to handle future interviews with more confidence and
sensitivity and hence probe deeper into issues under discussion. For example at another
interview, this time with the domestic manager, Linda, at the same hospital, the dialogue
Wentthus:

MJ: Can you tell me what you do here and why you chooseto do it in-house?
Linda:In this departmentwe employall the cleanersthat clean the wholehospital.
As an in-houseconcern,I have mixedviewsaboutwhetherit is a goodor a bad
thing havingworkedfor a contractorbefore I came here. I think beingan in-house
the
to
but
has
benefits
trust
the
to
the
to
staff.
not
necessarily
serviceand
concern
But a hospitalservedby contractorshas more benefitsthan one cleanedin-house.
In my experience,havingbeen on both sides,when domesticstaff and I workedfor
contractors,they (staff)were moreflexibleand more manageable.Most of the staff
did expectto do what was a reasonableday's work whereashere I havestaff, who
tell me that they have been herefor thirty years and they don't work on the wards
becausethey don't like sick people.I meanthis is a hospitalll
Backgroundto the analysis in
This hospital

my journal

As
to
a teaching research
was under pressure reduce costs and wastage.

hospital, with all the government allowances it

for
have
been
it
preparing
collected, should

foundation status. Instead the hospital seemed to be under-performing having gained only
two stars instead of three. Most of the managers were under pressure and felt it. The staff
were said to be "dead wood pillars" of the establishment whom no one could shift because
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the Human Resources managers (HR), as custodians of the workers, shielded them from
discipline. Consequently, they worked to rule, avoided work as they pleased and voted
with their feet through constant absenteeism or sick leave. Thus the domestic manager felt
pressure from her superiors and from her own staff whom she found difficult to manage.
Furthermore her experience with contract work was being stifled. In a contract job where
contractors must perform to earn their fees, anyone will do what is needed to get the job
done. That was her idea of flexible and manageable staff. For example, if a ward has an
emergency where a sink or toilet was overflowing with water, any cleaner available will get
there quickly to get it cleaned up to prevent business failure or ward closure. But in the inhouse services, the domestic staff may not be available to do the cleaning. Even those
available will first ascertain whose duty it is to clean that area and why the nurses cannot
deal with it. The in-house staff members have no incentive to do more. They have tenure
and see no reason to do more than their basic duty. Consequently, this commercially
experienced domestic manager finds her in-house staff inflexible and difficult to manage.
But for personal reasons, she prefers to work in the NHS for now and so must endure the
inflexible and difficult to manage staff and the pressure transferred from her superiors.

The main issueagain is flexibilityin services,this time with domesticstaff but the reasons
are differentdue to the contextin whichthe word is used and by whom.Thusjournaling
enabledme to jot down all the relevantfacts aroundthe words respondentsusedand play
aroundwith them to find their underlyingmeaningin their entirecontextand usage.I hope
journalingwill enable me to conductfuture interviewswith more confidenceand skill as a
researched
4.7.4 Interview transcripts (A full interview transcript is attached
1b)
-Appendix
Selection of sections from interview transcripts was based on their recurrence during
interviews and their
due
the
to
interviewed
importance
to
the
either
agents
perceived
emphasis laid on them or the ways they discussed other issues around them. Hence the
Presentedexcerpts represent the perceptions of interviewees, borne out of their jobs or
lived experiences in the different context of operation or locales. Obviously there is a lot of
Overlapbetween examples in different categories of outsourcing and structures but in the
Main all respondents' answers remain relevant (chapter five). From outsourcing outcomes
evolved structures that are grouped as structural categories and discussed in chapter five.
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This study fits in with previous research on the NHS "internal market" operations where
qualitative methods were used (Klein, 2001; Zolkiewski, 1999). Healthcare trusts and
support services managers will now have a comprehensive research evidence to better
Manage their scarce resources through cooperative arrangements and look inwards to find
and utilise their respective valuable resources for enduring comparative advantage.
The profile of NHS trusts investigated is depicted below in (figures 4.1a, 4.1b).
4.7.5 Data analysis method
It may have been possible to use one of the current software in the market for my data
analysis as tools to facilitate and aid the management of large volumes of data generated.
There is a non-numerical unstructured data indexing, searching and theorizing software
(NUDIST) and its in-vivo counterpart, Nvivo (Fisher, 1997; Gibbs 2002). However, some
researcherswho have used them admit that they can be technically demanding and
intellectually arduous especially if one comes to use them after data collection to help keep
afloat from drowning in mountains of data (Fisher, 1997; Gibbs 2002). These researchers
also comment that some universities and computing facilities do not generally support the
Useof these software. Consequently, researchers are not exposed to them, cannot testdrive the different types to assess their suitability before or after data collection. Hence
some software may be incompatible with generated data files or incomprehensiblewhen
original codes are re-entered between software. However, computer assisted qualitative
data analysis software are said to be easier, more accurate, reliable and transparent in
Managing, coding and retrieving bulk of data than manual cutting and pasting chunks of
text (Cassell and Symon, 1994; Fisher, 1997; Gibbs 2002). They also have perfect
Memory to facilitate data storage and retrieval.

Discourseanalysiswas also considered.This focuseson languageas used by
respondentsin the social contextof their daily work. Othershave used it to analyse
organisationalprocessesand outcomesin attemptsto understandthe meaningof
Workers'experiencesat work (Casselland Symon,1994).Althoughlanguageis a
Mediumwith whichwe expressideasand understandthe world, discourseanalysis,is
Mainlyusedto classifyand categorizeindividualsand groups.For example,it is usedin
Psychologyto classifypersonalitytraits into extrovertsand introverts.Also it can be used
to examineindividualdifferencesto see how and why variationsoccur and what purposes
they serve as in job satisfaction or insecurity over time (Cassell and Symon, 1994).
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Consequently,it was not deemed entirely appropriate to my analysis of the perceptions of
individuals involved in the complex and dynamic consequences of support services
outsourcing in eight unique NHS trusts with all the attendant political imperatives involved.
Content analysis was ruled out for similar reasons although Riley (1983) used it
successfully in combination with structuration theory to analyse organisational culture
Usingpolitical symbols and language that embody political intent.
However using software can reduce creativity and sensitivity bordering on loss of control
Withcollected data or inability to understand and interpret respondents' perception and
experience beyond data because software cannot understand the meaning of texts like
humans (Cassell and Symon, 1994; Fisher, 1997; Gibbs 2002). Consequently, it was
decided not to attempt to use either of the available software in my data analysis.
My choice of data analysis method was somewhat limited by the decision to use a case
study inquiry method since all the trusts studied were unique in their outsourcing needs,
Motives, history, clientele and location. The flexibility offered by structuration theory
enabled me to accord stakeholders, hotel services managers and their workforce the
Statusof knowledgeable agents, able to mobilise resources needed for action to shape
the internal environment of their departments or liberate themselves and their workers
from manual work to professionals. The aim of this study is to understand and explain the
Particular,unique features of hotel services outsourcing relationships and their outcomes
and use their unique differences to fashion commonalities applicable on a wider basis.
For example, where the motive for services outsourcing was to access resources like
Managerial experience or ancillary workforce they lacked and resulted in a favourable
Outcome,other NHS trusts can use the information presented here to craft their own
Outsourcingneed and expect similar outcomes.
Consequently,to unravel the uniqueness of the trusts' outsourcing relationships, it was
necessary to explore unfolding processes against their contextual backgrounds and allow
the agents or participants to introduce terms and concepts unique to their situation.

Througha dialecticprocess,importantthemesemergedfrom key issuesthat were
iMportantto the respondents.Thesewere collectedinto patternsof relationships.These
are then discussedin the light of extanttheoriesand relevantstudiesin orderto explain
their particularmeanings,problems,situationsor contradictionsand in somecasesfind
commonthemeslike innovation,organisationalchangeor efficiency(valuefor money).
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Thus my understanding of the conditions for action in unique NHS trusts' contexts can
enable others specify conditions under which such actions can be expected to recur.
Others have used similar data analysis methods to unravel mountains of data and elicit
Participants'meaning by allowing data speak and letting simple themes evolve from key
issues (Eisenhardt, 1989; Lawrence et al., 1997; Nordin, 2006).

Profile of NHS trust's (Hotel services) investigated

Table4.1 (a)

Theresa Hospital
(TH) NHS trust

Karena Hospital Victoria
(KH) NHS trust Hospital (VH)
NHS trust

[8 locations]
100
Specialist
Teaching
Transplant
Reputation

[2 locations]
75
Specialist
Teaching
Renal
Reputation

[2 locations]
75
General and
Blood
disorders

500
2000

820
6000

550
3500

800
4500

Ancillary staff

200

400

500

440

% Ancillary to
ýtotal staff
M-ealsserved
day
-Ppr
Star-rating
- VF
ýI

10

6.6

14.3

9.7

800

1900-2000

1200-1500

1500-2000

2,2,2

3,3,3

3,3,3

2,2,2

Yes
[Accessto
capitall
Applied for

Yes
[Accessto
capital]
Not yet
qualified
Areno

Hospitals

Helina Hospital
(HH) NHS trust

% Outsourced 100
Speciality
General and
Blood
disorders
R12tal
t i ýbeds
t-al staff
O-

Foundation
[ status
Hotel Service

Yes
Yes
[Access to capital] [Access to capital]
Not yet qualified
Assured
(Premier Group)

Yes and
operational
Kingsland

Mediserve
International

-
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Key to profile of hospitals Investigated (Table 4.1a and 4.1b)
-Speciality: represents areas of interest or global renown
-% outsourcing: shows the level of hotel services outsourced
Total beds: is the hospital capacity
Ancillary staff is the total number of hotel services staff employed
% Ancillary to total staff: is the percentage of hotel services staff to total staff
(in most cases also represents the level of investment into hotel services)
(1-3):
represents level of government allocation secondary to performance
-Star-rating
-PFI: represents Private Finance Initiative or private sector capital project investment

Table4.1 (b)
Hospitals

Profile of NHS trust's (Hotel services) investigated
Featherstone
Hospital (FH)
NHS trust

Reinhard
Hospital (RH)
NHS trust

[4 locations]

Charlston
Memorial
Hospital (CMH)
NHS trust

Dickson
Memorial
Hospital (DMH)
NHS trust

[3 locations]

[3 locations]

Specialist
Speciality
Teaching
Research
Reputation
% Outsourcing -50
-Total
- beds
560

Specialist
Teaching
Orthopaedics
Reputation
50

Specialist
Teaching
Transplant
Reputation
10

General
Blood
Disorders and
Diabetes
10

245

1100

575

-total

6034

906

4727

2068

400

170

500

133

6.6

18.7

10.5

6.4

800-1200

450-500

2600

800-1000

3,3,3

3,3,3

2,2,0

2,2,2

Will not rule out

Yes

Yes [as access
Not preferred
route to capital to capi all
Not yet qualified
Not yet
ualified
I In-house
In-house

staff
;ýnýcýillaýstaffý

% ancillary to
t2tal staff
Meals served
Perday
[PFI
Star-rating

Foundation
Not sought
Applied for
status
RZ_ -rVic;
Assured
efS§e e7s- Assured
(Premier Group) (Premier Group)
-Erovider
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Chapter5
5.1

Data Analysis

Introduction

From the central Government's point of view the reasons for outsourcing hotel services to
Private commercial contractors were to reduce bureaucratic waste (Williamson, 1996:311)
deemed prevalent in the health service, contain the escalating cost of providing healthcare
from taxation alone and eliminate labour unrest that has plagued many public sector

Organisations(Klein, 2001; NHS Plan, 2000; Thornton, 1999). The services providers were
Motivated by "making money" through "doing business together" (Kay et al., 1994) and as
commercial firms, increasing their area of interest with time (Jacoby and Rodriguez, 2007).
It was hoped that through collaborative contractual arrangements and interdependence,
Withcommercial service providers, hotel services managers would become commercially
oriented to see and operate services as a business. They would save on operating costs,
generate revenue, improve their performance effectiveness and become more efficient in
their use of human and financial resources (Laing et al., 2002; Levitt et al., 1995).
My own interest for this study was stimulated by the scarcity of studies in support services
outsourcing in healthcare in particular and a dearth of literature on outsourcing in general
(Cross, 1995; Fill and Visser, 2000; Jennings, 2002; Lacity and Hirscheim, 1999; Nordin,
2006). 1wanted to discover the views of those directly involved in the process as to why
they thought their in-house services were outsourced to private firms and what benefits, if
any accrue to them as a result of outsourcing. The perceptions of those interviewed are
quite revealing. Many have used the opportunity accorded by outsourcing to improve their
roles and positions and the image of their departments, profession and NHS trusts.
Table 5.10 below shows the combined motives for outsourcing and their outcomes.

Furthermore,the resultsof this study suggestthat some NHStrusts (Featherstoneand
Theresahospitals)seem to have stronglyimbibedthe commercialethos.Throughtheir
cooperationwith commercialservicesproviders,they have both strengthenedand
Stabilisedtheir financialstandingenoughto attain Foundationstatus (Theresahospitalor
are poisedto do so (Featherstonehospital).Thus the politicalimperativeto outsource
supportservices,the internalneed of the NHStruststo accessresourcesthey lackedand
the externalenvironment(servicesproviders),have combinedto shape hotel services
towardsperceptionsof favourableoutcomes.
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5.2 Data analysis method
In this study, I did not have optimum control over the interview questions due to the

Politicalnatureof the NHStrusts and some respondents'wish to steer clear of political
issuesand stay out of media attention.Consequentlymost of them were reluctantto
discusscertainissueslike their budgets,economicimpactof outsourcingor private
financeof their departmentexceptby askingother leadingquestionsin somelateralways
to elicit someof the requiredresponse.Thus respondentswere allowedto talk freelyand
in their own colloquialways and to tell their storiesas they saw fit and in the process,
Manyquestionswere answeredand issuesinadvertentlyraisedwere discussed.
Final choice of analytical method
Basically I have adapted structuration theory 3X3 analytical schema (Giddens 1984) to
Miles and Huberman's (1994) data analysis method to come up with a simple method of
data reduction and selection of relevant texts based on key issues respondents were
concerned with in their respective departments or trusts. This method, to my mind, allows
Me to incorporate the perceptions of respondents in their particular context with my
Prolongedobservation and knowledge of the areas discussed in an attempt to understand
the meaning beyond their expressed views, opinions and language in use. It can be
argued that what is presented is my understanding of participants' perceptions, views and
Opinions.However one of the tenets of qualitative study is to represent constructed
Meaning from the diversity of respondents' perceptions, ideas or opinions as accurately
as possible in order to reflect a holistic view of their particular departments like support
services in the wider NHS trusts' overall context and the researcher's observations and
reflections (Cassell and Symon, 1994; Creswell, 1998). Thus, I have endeavoured to
Present relevant verbatim transcripts to enable readers to make their own assessment
regarding the fit of key themes as elicited and discussed with the theories in use.
Structuration theory analytical schema
Structuration theory provides a 3X3 analytical schema as shown on figure 5.1 below.
'Structurationtheory is concerned with the conditions that govern the transformation or
reproduction of structures. These structures are the rules and resources agents draw
upon at interaction. They are also the medium and outcome of interaction. From the
schema below the main institutional structuring mechanisms of signification, domination
and legitimation are depicted against modality for interaction. All these structures are
inter-related
how
in
lies
have
Their
transformative
eliciting
capacity.
analytical value
and
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these structures come into being from the

perceptions of respondents, how they are
sustained, the conditions that allow them to continue despite alternatives and how they
become reproduced or facilitate change
and alter power relations over time.
Figure 5.1

Analytical elements using the process of structuration
(adapted from Giddens, 1984:29)

STRUCTURE

SIGNIFICATION

DOMINATION LEGITIMATION

(semanticrules)

(resources)

MODALITY

Interpretative

(mediation of
interaction in

scheme
(stocks of

process of production

knowledge and

and reproduction)

capabilities)

INTERA TION

Communication

Facility

(moralrulesto

evaluate conduct)
Norm

(Accountability)
Power

Morality /sanction

Signification
This is language in
use, important codes or verbal themes of how respondents as agents
Perceive their roles or departments as a whole, trappings of power, prestige and status
like office locations and the
stories they tell about working conditions or the tedium of
daily work.

Domination
Structures of domination depict the ability to

for
and
control
resources
mobilise, authorize
administrative or economic decision-making and allocation, as in budgets. Controllers of
resources (budgetary allocations, project funding or expertise) can dominate others.

Legitimation
This depicts the interplay between
value standards and sectional interest that favour
dominant groups. For example legitimate decision to
outsource services must embody
rights and obligation that favour dominant groups to have a binding force to be actualised.
Hence legitimation involves

rights and obligations as well as sanctions both overt and

covert. Hence deeper structures may not be overt as themes but can be inferred.
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5.3 Presentation of this analysis
Since each NHS trust studied had a different motive for outsourcing hotel services based
on local needs, first a short history of each NHS trust is presented to provide readers with
background to judge respondents' perceptions and opinions based
on their transcription
excerpts. These are presented and findings discussed. One NHS trust in each category is
analysed using structuration theory (Giddens, 1984) analytical framework to elicit
resultant themes. These common themes are discussed in the light of extant theories.
The motive and outcomes for outsourcing from each outsourced category (10%-100%) is
tabulated in (Tables 5.1-5.8 below). A comparative summary of all outsourcing motives is
shown in Table 5.10. The research question of how respondents directly involved in hotel
services outsourcing structure their experiences is answered. Thus the consequences of
support services outsourcing are presented as themes and discussed and compared with
regards to my prolonged observation, knowledge and triangulation with stakeholders
aiming to iron out discrepancies or lapses in organisational memory. Respondents' profile
is tabled (inserted at the end) for easy identification of the
speakers of selected excerpts.
5.3.1 Theresa hospital (TH) 100% outsourced
This is the nations flagship hospital. Located in the centre of town and of world renown.
Presently, it is the only hospital in my study that has attained the foundation status of
alltonomy and self-determination as an NHS trust. There are eight specialist teaching
hospitals that form the trust. These focus on dental, obstetrics, heart, tropical diseases,
children and adolescent, neurology, homeopathic and bone marrow transplant. Therefore
it is well funded as a
hospital
The
institution.
teaching
started as
and research
specialist,
a charitable organisation in 1826 and had medical students attached to it in 1834. Another
nearby hospital founded in 1755 also applied for teaching hospital status and got it about
the same time. Theresa hospital is credited with a lot of firsts. For example, Robert Liston

Performedthe first surgicaloperationunderanaesthesiaat here on 21 December1846.
BettyAndersonopenedthe first hospitalfor womenin Harringtonplace nearTheresa
hospitalin 1890and when she died in 1917,the hospitalwas renamedafter her. This
associationwith BettyAndersonhospitalis of historicalimportancebecauseshe was the
first female Britishmedicaldoctor but was trained in France.
Theresa hospital merged with the School

of Hygiene in Gordon Street in 1924. Following
the reorganisations of the NHS in 1974 and 1982, six the eight hospitals that make up
of
the group were joined together under the Bloomingdale Health Authority. The hospitals
became a trust in 1994
and were joined by other hospitals in 1996. Theresa hospital
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boasts of sponsorship from fifty pharmaceuticalfirms, medical devices and research
organisations that have enabled it reach the present enviable position of autonomy and

self-determination.
The trust employs six thousand staff, four hundred of which are ancillary staff (6.6%),
placing it on the lower end of ancillary/staff ratio in this study. The trust has retained three
stars for three consecutive years, which is an achievement in itself hence the foundation
status that it has enjoyed since July 2004. Kingsland is the services and project provider.
Kingsland specialises in design, build, refurbish and operate global investments that set it
apart as a leader in centralised facilities management processes. The contractor believes
in driving change through continuous productivity improvements that enable clients
businesses run more effectively, while adding value to their operations. For example,
Kingsland is the sole provider of capital investment and facilities management at this
trust. The contractor has contracted with the trust to pay one fixed price for all services
and loans over a 38 years period. Thus the trust can plan ahead focused on improving its
medical and research expertise without threats of any seasonal of inflationary variations.
Kingsland is noted for innovation in operational efficiency saving clients time and money

and enhancingthe qualityof the servicesthey provideto clients.Thus the partnershipof
this trustwith Kingsland,as a completeservicesproviderand financierof capitalproject
has enabledthe trust evolveand is now able to determineits own capacity,areasof
Operation,how to manageits performanceand choiceof NHS clientele.
The trust moved into its state of the art E422 million building in central London on 19 April
2005. This new fourteen-story building (seven below and seven above ground level) is the
Most prestigious of any NHS trust hospital. The aim was to bring services together for a
More pleasant patient journey (patient-focused), operational efficiency and effective team

Working.The trust coversa diversecommunityfrom the deprivedand homelessin the
Centreof town to those in affluentareas of Londonwith its migrantpopulationas well as
the surroundingareas. Consequently,the trust faces and dealswith diverseinner city
healthproblems.The trust attractsand commandsthe servicesof eminentdoctorsand
influentialnon-executiveboard memberlike
local
journal,
a
an editor-in-chiefof a medical
councillor, a director of Chinese community and members of commerce, industry and
international banking, who help maintain its legitimacy
local
the
community and
with
Worldwiderenown.
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Theresa Hospital (TH) outsourcing-excerpts
Four people were interviewed at this trust (Agents A, B, C and D) and their views

triangulated
and collaborationwith those of otherworkersfor accuracyand consistency.
5.3.1.1 Motives for outsourcing:
We outsourcedour support services under the PFI. It was not tendered,as is the case these days. We
chose the contractor(Kingsland),on the strength of previousservices, their reputationand financial
standing and of course recommendation. There are eight different specialist hospitals in this hospitalgroup
and our aim was to bring them under one roof and so reduce our expenses in transportingpatientsfrom
one hospitalto another either for tests or treatment (Agent C).
We outsourcedour support services and hospital project to our contractors becausewe think that they have
enough clout to help us achieve our aim of housingall our services in one place. This will reduce the chaos
of runningeight hospitals.You cannot imagine the confusionthat creates sometimes.There is also the cost
of conveyingpatients and staff from one hospital to another. It can be a nightmare(Agent D)
We believethat contract services provide the trust with value for money. Cost savings are imperative.We
contractorscan do a better job with the same if not more resourcesthan in-house services (Agent B)

Staff training:
In this trust you have trained staff. Before services outsourcingthe commitmentof the trust for training
ancillary staff was very low. But now we have more trained staff and we (contractors)give more training
than the trust ever did. We train them especiallyin food and personal hygiene, which have direct effects not
only for the members of staff who eat here but also for the patients (Agent A).
Yes we were sold to the

join
the
to
freedom.
If
did
There
private company
wish
we
not
was
no
contractors.
Wewould have made ourselves unemployed.I did not want to become an employee of the company but we
had no choice. All our pensions and contributionswere frozen because under the pension scheme, they
said they could not transfer a pension so we lost out (Agent A).
But we have a happy and committed workforce, we give the trust continuity of service and becausethe staff
are happy,they work better and the performancelevel of the trust has increased (Agent A)
Our staff memberseat free here, it is their duty deal and there is also a staff discount of 20% for all those

_

,

Whoeat here (Agent A)

Investments:
We run the vending machines

the
The
trust
for
them.
all
for
owns
the
funds
trust
to
and canteens
generate
machinesand all the proceeds from the canteens.We don't provide money to the trust, our investmentsare

in providingthe services they want and at the higher standardsthey demand (Agent A)
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There are eighty different service level agreements(SLA) the trust wants us to meet. Everythingthey want
is done at a different standard than before. The trust blames the Governmentfor the new higher standards
Of Performanceand the extra work put on services providersto meet these new levels of performance.We
have no choice we meet all the standards.We serve the trust well. They source nothing for us (Agent A).
The hospitaltrust is broken into three different contract caterers.When they move into the new building,we
Will be in charge of all catering, maintenanceand management.We will be the major contractor,in control
Ofthe whole project. It is a brand new buildingfor a foundationtrust and we are helping the (consortiumof)
builders to build it. We give our time and experienceto the trust (Agent A).
We are internationaland on the Stock Exchange.We have financial backing from banks and building
societies. Our shareholdersare our stakeholders.The companyis so diversified,we can be working on
building projects in Malta or oil rigs in China. We also work for the ministry of defence (MoD) and do school
and hospitalcatering and support services (Agent A).
While we are running the new hospital, we will do all the maintenancework-plumbing, carpentry,the lot
but if the trust people damage anything, they will get a bill for it and if we do the damage,we pay for it, it
Worksboth ways (Agent B).

Contractorinvestmentin facilitiespromptedstakeholdersto say:
This is whata hospitalshouldlook like,clean,airy,roomyandwith muchneededprivacyfor patientsand
staff,we can nowwork betterand not stepon eachother'stoe all the time.The changingroomsarethe
bestin the bargain,no morehavingto changeinto uniformsin cars,toilets,linencupboards,broom
down
hair
let
in
Cupboards
to
your
have
can
our own place change and you
and patient'sbathrooms,we
withoutdisturbinganyone,very goodandverythoughtfulof the trust,but it musthavecost a lot (AgentC).

Relationshipand Communication:
We use PASA

We
have
highest
good
the
that
quality.
to
are
of
our
products
ensure
approved suppliers
relationswith all our suppliers but they also know that there is more than one greengrocerapproved by
(about
PASA that we can
trust
the
a
this
of
there
twenty
section
For
suppliers
on
are
use.
catering alone
third). But when we move all the suppliers will be amalgamatedtoo so they will be fewer (Agent A)

We belongto the same social club with the trust members and we meet everyday to discuss operational
Matters.The official catering meetings happen every two weeks but we also meet every month with
dieticians,facilities people, nursing staff and all the rest of them. We communicatedaily (Agent B)

IMPact of outsourcing:
The biggestimpactof this newarrangement(outsourcing)is this magnificentbuilding.NowI cancometo
workwith a springin my step,not the former"Oh Lordnot that horribleplaceagain",all day long(AgentD).
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Becauseof the investmentwe (contractors)made, the trust has more freedom. They don't have to employ
accountantsto pay wages and salaries to 400 ancillarystaff (sold to contractors).They have no worries on
pensionsor contributions.They don't have to deal with personneldisputes, discipline,conflict or people
Management.They can concentrate on their prime businessof healthcarewhile we concentrateon our
expertiseof providingthem with superior support services and value for money (Agents A).
They would not have extended our level of service if they were not satisfied with our services (Agent B).
We have been in this basement for thirty-oneyears and with the contractorsfor four. But when we move
into the new building,fit for the 21$tCentury, things will be different.There will be new changesand
challenges.As the changes evolve we have to motivateworkers and support them through the change
Process.A cook cannot be told on the first day that he cannot cook becausethe trust has decided to use
Cook-chillmeals so he must go and become a cleaner. It Is not possible. He was contractedto cook and not
to clean so we have to support him till he gets sorted out. The challengeswill be in finding our way round
the new place and all the expansion of duties-there will be duty managers,patient services managersand
facilities managers,the lot and working in a brand new place where everything is a challenge (Agent A)
think the trust is running more smoothly and efficientlythan before (the staff are trained to be more
efficient and they have more support), the whole place operates in a more user-friendlyway with less
Conflictthan before and the place is cleaner. The new buildingwill be a brand new place with everything
under one roof. It is a flagship for the trust and the Government.What is the point of having such a brand
new hospital if you are not going to call it a flagship? (Agent A)

Furthermore,
it wasobservedthat the facilitiesmanagershere,throughtheir relationshipwithcommercial
"me
left
to
Contractors
into
disposing
weedsand
insight
previously
site
on
p
ri
a property
gainedadviceor
squirrels.Thiswas the propertyin Edgwareroadthat previouslyhousedfew elderlypsychiatricpatients.
Thustheyraisedfundsto augmenttheir bankbalancein preparationfor foundationstatus.Withoutthe aid
of theircontractor,thosepatientswill still be thereratherthanat Chertseywith otherinmatesand no new
flatswill be builton that site. Consequently,
this trust has becomeadeptat disposingdormantfunctionsto
raisefundsand reduceits total costs.

Innovation:
There is no innovationhere because we are moving into a brand new building but under the interim service
level agreements(ISLA) we continue to operate services from these old buildings till the trust decides to
Move into the new one. The length of time we will stay open depends on the trust because once they move
in, they start paying so they will delay moving until they are ready (Agent B).

6.3.1.2 Discussion (TH)
The contractors at this trust have been there for four years, during which the trust gained
foundation status, built its new state of the art facility and moved in. The motive for
Outsourcingwas realised (eight specialist hospitals moved to one site). The contractors
are perceived to have added value to client offerings. The added value is in the form of a
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new facility liberating workers from eight different aging hospital facilities and managers
from life in the basement (for 31 years) into better work environment and changing rooms,
training of the ancillary staff to professional standards with incentives to give professional
service to make the hospital environment more user-friendly and so attract more clients.

The supportservicesmanagershere chosea relationalexchangewith the contractorsas
opposedto marketmechanismor in-houseauthoritycontrol.Althoughmanagerscan use
authoritativeordersto controland coordinateactivities,in exchangeswith high investment
or assetspecificity,as in this case, authoritycontrolbecomesan ineffectivegovernance
Mechanismdue to powerstrugglesand the inabilityof authorityto controlprofessionals
involvedin such exchanges(Erikssonand Laan,2007;Williamson,1996).This power
imbalancedistortsinformationexchange,limitsknowledgesharingand transferthrough
learningthus limitingvalue addingthroughinvestmentsand innovation(Eriksson,2006).
Consequentlyauthoritybecomesan efficientbut ineffectivegovernancemechanism.
Similarly, market mechanism of supply and demand based on prices encourages multiple
Sourcingwith resultant competition and conflicting goals. These restrict the sharing of
Confidentialinformation and investments hence learning and innovation that can add value
to offering (Wilding and Humphries, 2006). Consequently, in relational exchanges,
involving high levels of asset specificity, parties to interaction, as seen here, believe that
Withoutthe exercise of authority, or markets they can get what they want without fearing
Opportunismor divergent goals (Eriksson and Laan, 2007; Wilding and Humphries, 2006).
Specific investments generate mutual dependence that forces interacting parties to commit
to long-term collaboration and cooperation to achieve common goals for mutual benefits
(Wilding and Humphries, 2006; Williamson, 1996). The problem of incomplete contracts
and expert professionals involved in relational exchange, as in support services, makes
Controlthrough soft parameters more effective and efficient as a governance mechanism.
These soft parameters are social norms, professional ethics and membership to common
business networks that impose self control to limit self-interest seeking and provides the
incentive to perform and add more value (Das
Thus
1996).
Williamson,
Teng,
2001;
and
the emphasis on professional self-control, reputation and informal communication that can
foster trust and commitment to common goals is enhanced in relational exchange. The
'Outcomeis seen here as satisfied client, cost reduction through reduced personnel issues,
reduced costly contract haggling, monitoring, and coordination costs, revenue generation
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through disposing dormant functions in prime sites and long-term valuable relationship as
bridge or buffer to the external environment to reduce the uncertainty of services provision.
This confirms the findings of the interaction model framework (IMP) on the effectiveness of
relational exchange to safeguard specific investments. Furthermore the results of services
outsourcing by this trust goes beyond this framework to impact the services managers and
Workersby liberating them from the dungeons of the basement and unsuitable work
environment into more suitable facilities that has also transformed the local community.
5.3.2

Helina Hospital (HH), 100 % outsourced

This is a communitygeneralhospitalin Barnleywith buildingsdatingfrom 1906and
crumbling.The hospitalevolvedfrom the Poor LawAmendmentAct of 1834when the
Local Unionbecameguardiansof the poorwho could not affordmedicaltreatment.The
hospitalcontinuedto houseboth the sick and the poor till 25 July 1906whenthosewith
small pox,typhusand cholerawere housedseparatelyfrom the poor. It servedas a
Militaryhospitalfrom 1915and becameHelinaHospitalafter the first WorldWar in 1920.
The workhousefor the poor was closedin 1938,inmatestransferredto Chasevilleand
the whole institutionused as a hospital.Thus the hospitalhas severalbuildings,built at
differentstageshencecrumblingat differentratesor needingattention.For example,the
accidentand emergencywas built in 1955,the out patientsdepartmentin 1960,the
Pathologydepartmentin 1982,theatresin 1991and walk-incentre in 2000.
The trusts' catchment'sarea is a mobilecommunityof "doubtfulethnic mix" mainlyin
Samley,Chasevilleand surroundingareas.The hospitalbecamea trust in December
1990and was nameda universitytraininghospitalin July 2001. Its main focus is on HIV
and blooddiseasesbut has a thrivingand activechildrenand youth healthcentre
affiliatedwith other children'shospitalin keepingwith a universitystatus.There are local
Communitycentreslike a dental accesscentreand a Learn-Direct.The trust has pooled
togethera lot of managerialexperienceand commercialknow-howthroughWorld Agents
to builda "commerciallyaggressiveteam"to help it save moneyand providecommercial
supportto the facilitiesmanagerin tenderingand revenuegeneration.
HH outsourcing-excerpts
Four peoplewere interviewedat this trust (AgentsE, F, G and H) and their views
collaboratedand triangulatedwith those of their workersfor accuracyand clarity.
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5.3.2.1 Motives for outsourcing:
We are a commerciallyaggressive team and we

are here to save the trust money, that's the bottom line.
We have also pooled together, a lot of experience
as a team of very experiencedpurchasingmanagers
from differentwalks of life. So the trust benefits from our
experienceand world-wide contacts (Agent G)
When we tendered for the business,we looked at

costs and expertiseand other areas that can benefit the
trust in a competitiveway so that the hospitalgets value for money.The trust is
currently looking into a PFI
scheme and having one primary contractor as a part of the consortiumto maintain all our existingcontracts.
That will help the contractor to tailor our services and to
provide a more personal service (Agent F)
Companiesare in business to make money so they have to be as efficient as possible to make profit. But
one of the reasonsfor choosing the present contractor is their managementstructure. It is to the advantage
Ofthe trust to get better value for money, when contractors invest in senior managementpersonnel.A team
of qualifiedand experienced managerswho care for their customers are able to project a better company
image to make the business
more successful.So firms that invest in managementpersonnelinvest for the
long-term benefits not short-term
profits. It is importantto see that people are properly trained to serve the
needs of the customers and so make the company more effective and successful (Agent F).
World agents provide

commercial support to the facilities manager in tendering and other areas of
contracting.Our patient turnover is very high with all the day cases we treat. That increasesour overall
expenditure.We also have old buildings from 1906 that are very difficult to keep clean. So we hope the PFI

Willenablethe trust to maintain and improve standards in newer facilities (Agent F)
The trust would

outsource services if there are operationaland economic advantages. For example if we
need to recruit more staff on the NHS scale (as in support services) it will be better for the trust to outsource
the service.That way we save the trust the problems of personneland their managementcosts (Agent F)
It does not really

matter whether services are outsourcedor in-house,as long as the services are provided.
What is importantis the
managementof these services so we get what we tendered for. We went for quality
not the cheapestsupplier but the best services provider and we are satisfied 90% of the time (Agent E)

Servicesoutsourcingtakes
awaythe strainand risk andall the extrawork involvedin cateringand providing
the services in-house (Agent H)

Riskassessment:
For example,when cleaning

contractors bid for the contract, they looked at the square footage of the wards
and what needs to be done and decided "what do we need to get this hospital clean". That will decide how
Many people are needed to run the services-how many supervisors,cleaners and managersare needed
to get the job done

as specified (by the trust) and then they bid accordingly(Agent G)
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Investments in developing managers:
I am aware that a lot of investment has gone Into developing

purchasingteams of other organisationsas
professionalsto make them more responsiveand effectiveto the needs of their clients (Agent F)

Investment in staff training:
Theancillary
TheNHSdidnottrainancillarystaff.Theywerethe
staffarebettertrainedbythecontractors.
bottomof thepileandtherewasnopointin trainingthem.Nowtheyarebettertrainedandgetbetter
uniforms,
lookmoreprofessional
andeventheirsalariesareimproved
at parwiththerestof theNHS.They
havebetterrecognition
forwhattheyareandtheworktheydo.Sometimes
peoplejust blamecleaners,
cleaningandcontractors
theycannotanswerback(AgentE)
as an easytargetbecause
We (contractors)train some

of the staff in food and personal hygienewhen they start here and they have
refreshercourses. They can work anywherewe have contractsif they request for it (Agent H)

We have 10% discount for

all the staff that eat here. We have social get-togetherfor the staff to enjoy
themselvesand forget about the world. No we don't solve problems there but it helps them to relax (Agent H)

My staffarewell motivated.Theydon't needme to controlthem.Someoneelse has beendoingmyjob for
the fourweekswhileI havebeenaway.We all needto try andempowerourselvesto perform.Everyoneis
empoweredto use initiatives.Thereare rulesand regulationswe all haveto abideby.We don'tneedany
otherformalthingto empowerpeopleto do theirjob. We all needto be alertandworktogether(AgentE)
Thingsare done
moreprofessionallynow.They(ancillarystaff)nowrealisethat you cannothaveloadsof
staff hangingaround doing nothing while you are paying them for it (Agent E)

Relationshipsand support
It is not a bad relationship
with the trust members but it could be better. We are always regardedas the
contractors.Well they are satisfied with our services or they would not have renewed the contract if they
Werenot. We have been here for twenty years now (Agent H)
We use Premier
nominated suppliers, vetted for hygiene purposesto ensure that the productswe use are
safe. We have a good relationship (network relationship)with them (Agent H)
We (contractors)
network with other trusts and dialogue with them to learn best practice and get to know what

othersare actuallydoingandwho is who in purchasing(AgentF)
We serve hundreds
of other hospitals around and we support each other. Premier is the biggest catering
company in the world and Assured is the hospital branch of it. We've been here for twenty years (Agent H)
We (NHS

managers)have no support from neighbouringhospitals.There are no NHS formal support
networksto my knowledge. But I have informal contacts if I need them (Agent E)
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Communication:
We meet often with the trust on commercial matters especiallybest practice and tell the trust when matters
of commercialinterest arise (Agent F).
Things are done more professionallynow and that may have added a layer of communication(Agent E)

We meeteveryday informallybut fortnightlywe haveformalmeetingswith managersfromcatering,
cleaning,security,healthand safetyandthingslikethatto discussthings.It is importantto maintainthe
samestandardof output(AgentE)

Externalities:
If the contractorsdo well, they can use this contract as a springboardto provide other services here or
elsewhere. It is also an incentive for contractorsto continue performingwell (Agent F).

Learning:
There is a lot of learning between the trust and the contractors.When a new contractor is engaged, it is
importantfor the contractor to quickly understandwhat is required. For example anew pest control
contractor needs to know the layout and sites where pests can become involved. They need to learn quickly
to preventany misunderstandingsand avoid under-performing.The trust also learns from them (Agent F).

innovation:
Assured has its own branded cappuccinoand all the rest of them and we have Nevitto, as a commercial
venture in most petrol stations all over the country (Agent H).

Powerand control(Reciprocity)
YOUmanageindividual
basis
them
I
deal
don't
I
the
and
personal
on
with
control contractors
relationships.
expectthemto do the same.Thereis no differencewhethertheyare contractorsor on the NHS(AgentE).
Trust plays an essential

F).
(Agent
is
there
trust,
contract
in
no
role our relationshipwith contractors,without
Sitting contractors
You
to
disadvantages.
have
but
get
have
can also
may
advantages at contract renewal
know their faults
them,
it
balance
their
can
work
against
strengthsand on
and weaknesses as well as
resulting in a change of contractors.The importantthing is having an open and fair competitionat tendering.
Using the
"cosy
in
having
be
a
time
time
result
same contractor
again may anti-competitiveand may
and

relationship",where personal interests may become more importantthan business ones (Agent F).

These excerptsfrom Helina Hospital(HH) are analysedbelow in Table 5.1
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Table 5.1

(HH) Using structuration theory (Giddens, 1984) analytical methods

Structures
ifTfiý - _
i7e
rZy

nvestments

Staff training

Managerial
experience
Relationships

_i____0_vafion
nn

Signification

Domination

Legitimation

-Commercially aggressive
team here to save the
trust money
looked
at costs when
-We
we tendered so trust gets
better value for money
-World agents give
commercial support and
advice to benefit the trust
-Services risk capped and
transferred to contractors
buildings
difficult
to
-Old
keep clean hence PFI
Ancillary staff better
trained by contractors to
professional standards
teams
now
-Purchasing
developed to be more .
responsive and effective to
client needs
have
lot
pooled
a
of
-We
experienced managers
from different walks of life

World agents provide
Commercial support to
facilities manager for
economic advantages

budget
-Avoid
deficits and
overspend
-Maintain
standard of
output
-Avoid service
disruptions or
contract
termination

trusts
with
other
-Network
to learn best practice
have
other
-Contractors
networks for support or
help with equipments
Nevitto
-Branded
food
and
-Improved
services

-Contractors enable
the trust obtain
operational
advantages through
commercial support
in
-Investment
management structure
Contractors own and
train all ancillary staff

-Give
personalised
service
Give better
professional
service

to
train
-incentive
other purchasing
teams
The trust benefits from
our experience and
network connections
is
lot
of
a
-There
learning between the
trust and contractors
-We manage
individual relationships
not control managers
We work with all our
contractors as a
team in partnership

conflicts
-Avoid
skills
of
-Improve
managers for
better services
Client is satisfied
with services so
renews contract

Avoid problems
and complaints
from patients

6.3-2.2 Discussion
of 100% outsourced services at HH

The contractorsat Helinahospital(HH) have beenthere for twentyyears, duringwhichthe
hospitalhas becomea universitytraining
centre.Howeverthe motivefor outsourcingwas
for operationaland economicreasons.The
lack
the
of experienced
was
operationalreason
and skilledmanagerialresourcewith the professionalknowledgeto give personalised
supportserviceto the trust, to improveits imageand effectiveness.With their commercial
aggressionand extendednetworks,World agentsprovidethe trust with valuefor money
and claimto have enabledit becomemore economical,in efficiencysavings.This is
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achieved through effective client relationship management and investment in their
management structure that enables them to provide personalised hotel services.
Customer relationship management (CRM) emerged in the 1990's aimed at obtaining and
storing customer preference data in order to secure a one-to-one relationship and create
long term relationships with loyal customers (Osarenkhoe and Bennani, 2007). This was a
shift from transaction-based marketing. The aim was to lower the cost of acquiring new
customers by keeping the old ones as seen at HH for twenty years. Serving a smaller
number (or segment) of customers individually also attracts premium prices as those
customers become loyal and indifferent to other competitive offers (Eriksson and Laan,
2007). These satisfied customers help to promote the products and services of their
Providersby word of mouth as seen in the externalities reported at HH. Over time the
services provider build a trusting relationship with their clients and both become confident
that their relationship will not be harmed or put at risk by either party's action (Das and
Teng, 2001; Morgan and Hunt, 1994). This confident trust generates commitment to longterm relationship of mutual benefit that further reduces cost of formal monitoring and threat
of opportunism, thus promoting the concepts of relational exchange to reduce total costs.
Furthermore trust and commitment in relationships here allow for confidential information
exchange, meaningful communication and'learning. Through learning and knowledge
sharing, ideas for innovation are realised to build capabilities or nurture new products like
Nevitto. Thus the effective customer relationships management at HH seems to have
enabled the parties to interaction realise long-term benefits as profits for services providers
and added value for clients. This is shown in the training and equipping of ancillary staff
With skills to liberate them from manual workers to professionals and the proposed PFI
Project to improve facility, work environment and image of the hospital as a result of client
satisfaction with the services providers, thus extending the remit of services providers.
The moderating influence of trust and commitment to mutual goals in their relationship is
shown in the lack of control and exercise of power. Rather personal ties come to the fore
in their association to push their commitment and loyalty further towards a common goal.
Their professional ethics promote informal social control to
their
reputation and
guard
frown at having cosy relationships that can tarnish their image. Thus trust and commitment
reduce the exercise of power or authority in interdependent relationships of mutual benefit.
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Finally the requirements of customer relationship management (CRM) of Osarenkhoe and
Bennani (2007) were met at HH. They went for quality services, not the cheapest. The
skill, expertise, experience and professionalism of the managers guaranteed personalised
service and customer satisfaction. The services providers invested in training the staff to
equip them with skills and knowledge and turn them into professionals with incentives in

the form of free meals,to motivatethem to give professionalservice.There is investment
in managementstructureto equipthemwith skills and knowledgeto give personalised
Professionalservicesto the trust and liberateit from a communityhospitalto a university
trainingcentreover time. Constantcommunicationand meaningfuldialogueenabledthe
into
turn
before
they
issues
Providerand clientto avoid misunderstandings
and resolve
conflicts. Thus the services providers at this hospital engaged in effective customer
relationship management to retain their clients over time and increase their profitability
While adding value to support services offering.
The combined summary of 100% outsourcing results is shown in table 5.2 below
Table 5.2

Summary of outsourcing in the 100% outsourced NHS trusts

NHStrust

Motivesfor outsourcing

Theresa
Hospital
(TH)

Jo concentrate effort and
resources on one site
for
value
money
-Gain
from best hotel services
provider
and
experienced
-Lack
skilled services managers
Nalue for money (through
competitive tendering and
providers' relationship

Heliný
Hospital
I
(HH)

Excerpt themes
elicited
Value for moneyInvestment
Staff training
Relationships
Learning
Best provider
Investments
Staff training
Relationships
Learning

Theoriesin use
RBV (acquire resource)
TCE (economise costs)
IM (safeguard investment)

RBV (acquire resource)
TCE (economise costs)
IM (safeguard investment)
CRM (manage client for
profit and add value)

5.3.3 Karena Hospital (KH) 75% outsourced
This trust is a specialist, teaching hospital in central London. it is associated with royalty
and renowned for being the birthplace of penicillin, in the days of Alexander Fleming
(1928). It specialises in kidney, liver and bone transplants for which it has become world
famous. The trust took over the management of the charitable and eye hospitals both in
Queensland road. This trust is 75% outsourced with Mediserve as its services provider.
The trust has also applied for foundation status and has a contentious PFI scheme in
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progress, all during this research period. The trust has a mixture of very old and new
buildings and was thinking about
merging with other nationally renowned hospitals to
become a consortium of clinical
excellence, hence the contentious PFI arrangement.
This arrangement has now been
shelved in favour of a more viable relationshipwith
Featherstone hospital. The trust also
maintains good relationships with Colleges of
research, and local universities for training nurses and doctors.
The trust gets donations from
pharmaceutical and commercial organisations with whom it
collaborates in research. Furthermore, the trust boasts of eminent non-executive board
Members chosen for their community standing and the work they did in the past or are
currently doing. For example, the chairman of the board is a peer and former conservative
member of a London borough. Other board members are currently serving as a global
investment banker, a chartered accountant, an experienced commerce and industry
member, a managing director of a financial institution, a private personnel recruitment
consultant and a professor of medicine well versed in research, development and
treatment of HIV disease. Consequently, these
eminent board members help the trust
smoothen out its environmental threats while seizing commercial and business
Opportunitiesas they arise to help the trust to evolve.

Karena Hospital outsourcing-excerpts
Four peoplewere interviewedat this hospital(agent1,J, K

and L) and their views
collaboratedand triangulatedwith those of their workforcefor clarity and accuracy.
6.3.3.1 Motives for
outsourcing
We outsourced
our support services for two reasons-cost savings and staff retention. Even though
contractors pay their staff at lower rates than in the NHS, they always manage to hold onto them probably
becausetheir
staff can work anywherewithin their organisationand also in any of their other contracts
around
world but NHS staff employed in this trust will be confined to this trust alone or work in different
_the I
departments.
think that their staff value the variety contract work gives them (Agent 1)
We transferred lot
a of risks to the contractors and capped all our support services and they met all the
needs of the trust. They procure all our services within one contract price and we pay a set price (Agent 1)

Firstit was a Governmentdirectivethat hospitals
all
outsourcecatering,cleaningand laundrybutsincethen
thereis a markeddifferencein
price,we know.Alsothey (contractors)relieveus of the costin timeand
moneyof recruitingand managingpeople.Managingpeopleis costlybecauseit consumestime.Nowthey
recruitandmanagetheir own staff.That'sa hugeloadoff my back(AgentK)
We give the hospital

a good service so that they get the right food in a good clean environment(Agent
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Staff training:
The contractorsrecruit and train their own staff. They operate

services all over the country and can get staff
- and retain them. Our staff vacancy rates and turnover are greatly reduced (Agent 1)
They (contractors)provide employmentfor their staff. They took over all the ancillary staff here and now
train and managethem better if you will and so relieve us of the burden of personnelmanagementand all

-

that goeswith it (Agent1)
The contractorsrecruit and train their own staff and some of them have trained to do other jobs in the trust.
One of the catering staff is now a nurse in the privatewing (Agent J)

Investment
We are always short of

money but as an organisationwe cannot borrow money. The contractorsare private
Organisationswith wider networks and they can borrow money.With new buildings,they can get money
from the Governmentbut we cannot, that's just the ways things are, (we are a public organisationso we
cannot). But we need money to maintain these old buildingsand to finance the work we do here. The

contractorshave access to national resources and they can borrow money and make it availableto the
trust. This last time they invested so much money and we are paying back gradually over time. They invest
for interest.There is nothing wrong with making interest.We don't get the money for nothing.We pay for
the privilegeof having the money we need to function so we pay back with interest over time (Agent 1)
They
(contractors)bring a lot of skills, knowledgeand experienceand they are professionalsin their chosen
ý
fields. We learn a lot from them (Agent 1)
The contractorshave invested lots
J)
K
(Agent
here
in
and
of money
equipmentand personnel
We built this trust

it
(because
kitchen
the
because
they
a new restaurant,
needed one and refurbished

needed refurbishing)and we run the canteens and caf6s to raise money for them to reduce costs (Agent L)
They (contractors)
to
from
it
kitchen
cookcooking
the
conventional
and changed completely
refurbished
chill becausewe could never get staff to work in the kitchens.The fast food houses and restaurantsaround
here are the
the
than
in
better
The
those
to
what
and
conditions
pay
reasons.
chefs prefer work
places with
NHS
could offer to attract them to provide continuous services. Becausewe cannot retain them we changed
Ourkitchen services to cook-chill and the contractorsenabled us to achieve that (Agent 1).

Relationship
and communication

- The
keyto a goodcontractis a goodcontractmanager.If you havea goodcontractmanager,youwill work
Wellandquicklywith themotherwiseyouwill haveconflictsand problemsandthingsbecomedifficult.
80 Weworkwith the
contractorsin a relationshipas a team.If youworkwiththemas a teamyouwill
achievegoalsand if you don't,you won'tachieveyourgoals.It is that simple(Agent1)
We Workin
L)
(Agent
We
don't
have
the
the
trust.
have
different
partnershipwith
sameobjectives
viewswe
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Good teamworkis all about relationshipand how you work well with people not discipline (Agent 1)
The domesticsand hostesseswho help to service the meals are

part of the ward teams. The ward

Managersuse them as they see fit (Agent 1).
We maintaina good business relationshipwith them (contractors)it is importantthat we maintaingood
relationswith all our contractors, becausewe depend on them for services to continue.We are satisfied
Withtheir work. They are professionalsand they have their pride so they do a good job (Agent K)
Contractorshave changed in the thirty years I have been in this hole called an office but the presentone is
good. They are doing very well. We are satisfied. I retire soon but someone else will be here (Agent K)
As a teaching hospital we work in alliance with local researchcolleges to provide the standardsand the flow
Of patient services (Agent 1)
We relate with PASA because they save us a lot of money.And with NHS Logistics that help us buy in bulk
so we save money because they help us with storage, re-distributionand transportation(Agent K)
We meet regularly, informally say weekly but we communicatedaily. We meet formally monthlyto review
imPortantissues and we have annual reviewswith their managingdirectors, executive and non-executive
board membersso they can all be a part of what we

are trying to do here (Agent 1)

We meet regularly. Informally
but
the
the
facilities
daily
the
monthly
contractors
and
manager
with
we meet
Meetingsare with the directors to discuss performanceand other issues (Agent K)

We communicate
it
is
face-to-face
if
day
by
there
rectify
we
a
problem
and
every
phoneor e-mailor
immediately.
We havea set of proceduresto followandwe learnfromeachothereveryday(AgentL)
The contractorsknow
what to do and the consequencesof under-performing.There is no conflict we trust
and interactwith them as professionalsand they do a professionaljob (Agent K)
They are

(their
they
We
them
set
them.
trust
as
specified
our clients and we
give
good quality services
standard is the quality they require) and they are happy and the patients are happy. What is a dodgy client?
I have never
met one my company will not get involvedwith what you call a dodgy client (Agent L)
We use company
Q
(Agent
is
fair
it
knows
books
disputes
to
procedure
resolve conflicts and
so everyone

Power relationships:
Wehavethepowerto penalisethembytaking
from
the
know
that
from
They
start.
them.
all
moneyaway
Wedon'thavepenaltyclausesin ourcontractsbecause
theycanbefiddledandtheygetin thewayof good
teamwork
butif wecanshowthatthecontractor
hasnotdonetheworkas required,
wecantakemoney
awayfromthemprovided
(Agent1).
thattheyhavenotperformed
youarefairandcanprovideevidence
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The contractsare set for a definite period of time, the

maximumperiod Is seven years but we limit it to five
years with an extension period of two years to see how they are doing. At the end of the contract,we can
either extend it or revoke it. This gives them the Incentiveto performwell (Agent 1)
We monitorthem. We use monthly
patient and customer surveys to see how they are doing. We have had
our traumaswith contractors but the present one is doing a good job. We have a good service now (Agent 1)
The contractorsare professional
and they do a very good job here but we manage them becausesometimes
We get complaints(Agent K)
Hospitalsdepend on contractors for
support on patients' servicesto continue or the hospitalswill grind to a
halt. Support services are crucial for
smooth healthcaredelivery (Agent K)
The contractorshave
managed to let the public know how importantthe support services are. Hospitalsare
Usuallythought of as doctors and nurses, but without the support services, hospitals could not function
(Agent 1)

innovation:
We mayknowwhatwe need
as an organisationbut the contractorshavevisionsandviewsof howtheycan
Providemoreservicesand do it better.Theyalso havewiderinputandmoresourcesof supplyso theycan
Procurematerialscheaply.Theycomeup with ideasto helprus achieveour goalsandobjectives(Agent1)
Our staff dining services

and new canteensare based on commercialventures to provide us with income
which we roll back to offset some of our costs. Our coffee shop for visitors is also a commercialventure to
Provideincome to the trust (Agent 1)

IMpact of outsourcing:
The biggest impact

of outsourcing here is innovation in food and services. We may know what we need but
the contractorshave
visions and views of how they can provide more services and do it better. They also
have wider input
and more sources of supply. They help us with ideas to achieve our goals (Agent 1).

IMageof support
servicesraised
The contractorshave
also managedto let the publicknowhow importantthe supportservicesare.
Hospitalsare
usuallythoughtof as doctorsand nurses,butwithoutthe supportservices,hospitalscouldnot
function.The
supportservicesare criticalto thistrust. Becausethe supportserviceworkershavea better
Profile,image,work uniformsand improvedtrainingthan before,they stickwiththe contractors(Agent1)

Other benefitsof outsourcing:
We capped

all our services and transferred a lot of risks to them and they met all the needs of the trust.
They bring lot
a
of skills, knowledgeand experienceand they are professionalsin their chosen fields.
They have
access to national resources and they can borrow money and make it available to the trust and
We repay it over time with interest. They have invested

so much money here this last time and we are
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Payingback graduallyover time. They have completelychangedour kitchen services from conventional
Cookingto cook-chill and refurbishedthe kitchen and built new canteens based on commercialventuresto
Provideus with income. They procure all our serviceswithin one contract price so we pay a set price.
They operate services all over the country and can get staff and retain them. Our staff vacancyrates and
turnover are greatly reduced. They come up with ideas to help us achieve our goals and objectives(Agent 1)

Thereis morepatientchoicein food,especiallyon the privatewingandthe catererscheckandmonitor
themselvesandthe Governmentagentsmonitorthemtoo so we don'thaveto. The restroomsandthe
Visitor'sareasare alsocleaner,we knowbecausethereis lesscomplaintcomingin to me (AgentK)
They (contractors)provide employmentfor their staff. They took over all the ancillary staff here and now
train and manage them better if you will and so relieve us of the burden of personnelmanagementand all
that goes with it (Agent 1)

Foundation status and autonomy:
We will never be autonomous.There will always be an aspect of Governmentin the shadows telling us
Whatwe should be doing. But one clear messagewith foundationstatus is the ability to borrow money and
do all the things we want to do now. Instead of dependingon the Government,we can go out and double
Whatthey can give us. Also we can look at servicesfrom a money generating point of view. We will look at
Ourbread and butter core element of the communitywe treat differently, in ways that can generate money
and not drain the trust of resources. It will enable us see healthcareas a business and give us completely
different visions of how that business can be run, if not for making profit, then run successfully(Agent 1)
The present state of

Health
Strategic
the
funds
through
Government
is
the
that
provides us with
affairs

Authorities(SHA). They set the direction of all the trusts in their area and decide how much money we can
have depending
have
to
budget
So
have
work within
things.
and
a
we
sorts
of
on our performanceand all
that budget. But if we go down the foundation route, we will be able to change all that and function as a
business.We will still have and work within our budget but things will be a lot easier and simpler (Agent 1)

Tabulatedanalysisof excerptsfrom KarenaHospitalis shownin Table 5.3 below
-5-3.3.2Discussion:
Karenahospitaltrust outsourcedits hotel servicesto enable it retainancillarystaff and
reducetotal transactioncosts.They achievedthe aims outsourcingand realisedmore
benefitsin innovationin food and servicesand improvedimageof supportservices.The
servicesmanagersrealisedthat a partnershiparrangementwith the contractmanagers
Wouldfacilitatea more trusting relationshipof mutualcommitmentand cooperationto help
them achievetheir goals. Consequently,ratherthan exertingtheir positionpowerin
controllingor penalisingthe contractors,servicesmanagersuse informalsocialcontrol.
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Social control is defined as building a common organisational culture that encourages
self-control and limits opportunism (Das and Teng, 2001). Social control is a more
effective form of control in cooperative arrangementswhere goals to be attained are
Uncertainand performance monitoring is problematic as in support services outsourcing
that adds value over time (Eriksson and Laan, 2007; Power et al., 2007). This is achieved
through trust and commitment in business relationships that impose self-control to reduce
the fear of opportunism and monitoring costs. Trust and commitment become incentives
for services providers to invest more and help the client organisation to achieve more.
Consequently the visible hand of authority to control behaviour is replaced by self-control
or reciprocal conduct when asset specificity is coupled with inter-dependence.Thus the
advantages of cooperative relationships of mutual benefit, governed by social control
outweigh the exercise of power to attain goals. This reinforces the tenets of the interaction
Model (IMP) that parties, to interaction without the exercise of authority or power, can
achieve mutual goals through relational means without fearing opportunism, control or
domination (Ford, 2002,2003; H6kansson and Snehota, 1995).

Havingsecureda workingpartnershipbasedon trust and commitment,the services
Providersets about optimisingthe client'sbusinessprocessesas seen in the investments
Madeto refurbishthe kitchensand build canteensto generatefunds becausethe kitchen
neededrefurbishingand the trust neededto generatefunds to offsettheir costs.Further
investmentin equipment,workforcetrainingand motivationalincentivesequipthe staff
Withskills and knowledgeto becomeprofessionalsand to provideprofessionalservices
with enhancedcommitmentand loyaltyto the servicesproviderdespitelowerwagesand
loss of entitlementslike sicknessbenefits.Consequently,providers'investmentsenable
the staffto makea differenceand transformthe erstwhilerun down imageof support
Services.Thus the outsourcingobjectivesof this trust were achievedand value addedby
liberatingthe workforcefrom a rundownimageof manualworkersalwayswaving
Placardsand agitatingfor a better livingwage and improvedworkingconditions.
This reinforcesthe tenets of structurationtheory (Giddens,1984)with regardsto the
Ontologicalsecurityperceivedby agents.Whenworkersfeel caredfor by managersthey
are morecommittedto daily chores,reduceabsenteeismand exit. This is evidencedhere
as betterstaff retentionand reductionin staff vacancyrate and turnover.Thusthe
Professionalismof the workforce helps to improve the image and profile of support
services as added value to the outsourcing goals of cost reduction and staff retention.
141

Finances invested for profit benefits the services provider and enables the trust function
better without budget deficits. Through the investment in managerial time for learning and
knowledge sharing, innovation in food and services is realised, commercial ventures are
nurtured and run by the services provider to generate funds to offset costs. Learning has
also equipped the services managers with knowledge to see healthcare as a business
and poised them to qualify for foundation status that would further liberate them from the
dictates of the Strategic Health Authority commissioners and perennial budget deficits.
Consequently the impact of hotel services outsourcing here goes beyond cost reduction
and staff retention to include commercial skills acquisition by services managers through
learning and teamwork to liberate the trust from budget deficits and the dictates of
commissioners, giving them the freedom of charting their own course as foundation trust.

Issuesof power
Although the services managers possess the authoritative power to take money away
from non-performing providers, they also realise that these services providers possess
allocative power of investing funds to enable them function better by upgrading their
Processes like kitchens and canteens, to generate funds through vending and coming up

Withideasto help them achievetheir goals. Consequentlythe servicesmanagerschose
not to exercisetheir punitivepower(Foucault,1977)but to work with servicesproviders
throughthe dialecticof control(Giddens,1984)to achievea morefavourableoutcome.
Poweris a great motivatorthat facilitatesinteractionby constrainingor enablingagentsto
achieveoutcomesboth intendedand unintended(Giddens,1984).Secondly,the services
Providerspossessthe scarce resourcesthe servicesmanagersrequireto function.These
are financefor investment,ideasto helpthem achievegoals,ancillarystaff to do the work
and professionalexpertiseto supplyhotel services.Thus the expertpowerof services
Providersenablesthem to manageand reducethe uncertaintyof resourceacquisition.
This is in keepingwith the tenets of IMP relationalexchangewherethe interdependent
sharingof knowledgefor buildingcapabilitiesand innovationfar outweighthe momentary
exerciseof authoritativepower (HAkanssonand Gadde,1992;Gaddeand Snehota,2000;
Jolly, 2003).Consequently,both partieschoseto communicateand negotiateto achieve
consensusfor mutualbenefits.This also reinforcesthe ontologyof structurationtheory
(Giddens,1984),which emphasisesthe self-directionof agentsin focusingon which
conditionsof action (interdependentteamworkor punitivepower)will maximisethe
capacity of agents to make a difference. Thus, allocative and authoritative power,
Combinein a trusting partnership relationship, to make the overt exercise of power
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redundant. Cooperative partnerships can reduce misunderstanding, nip conflicts in the
bud, eliminate the need to find alternative sources of supplying resources (Smith 2000)
and to facilitate needed change better than punitive exercise of authority to discipline
erring contractors. Other studies confirm these conclusions (Courpasson, 2000; Eriksson
and Laan, 2007; Osarenkhoe and Bennani, 2007; Wilding and Humphries, 2006).

On innovation
The services managers had operational flexibility to

achieve innovation. This was in the

certainty of investment, through the ability of the providers to mobilise national resources
and invest it and their diverse inputs that enable them achieve innovation in food and
services (Harding, 1999 and 2005). The contractors provide a stream of stable and cheaper
loan to be repaid over time while they generate revenue for the trust to offset such debts
(Harding, 1995). Consequently, a major obstacle to innovation (investment) was overcome
Making it possible for managers to realise the benefit of innovation in food and services.
Innovation is a radical combination or integration of knowledge (Pettigrew and Fenton,
20oo; Huber, 1999). Successful innovation requires a conducive and trusting environment
that supports creativity and drives to make it flourish (Christensen, et al., 2004). Services
Providers,acting as change agents, already come with requisite knowledge (Huber, 1999).
This'is found in contractor
expertise, experience and skills, tacit memory or standard

Operatingprocedures(SOP),equipmentsand routines(Nelsonand Winters,1982).
Workingin a trusting
draw
the
they
on organisational
client
managers,
partnershipwith
resources(stockof knowledge)as a mediumof their interactionand reproducethe same
as innovationin food and services(Giddens,1984).The servicesmanagersare already
sensitisedwith the absorptivecapacity(Cohenand Levinthal,1990)to regardsupport
servicesin healthcareas a businessneedinginnovationto move beyondits presentstate.
Thus, throughtheir inter-dependentand cooperativeworkingrelationshipbasedon
Commongoals and mutual benefitthey communicateconstantlyand openlyto share
knowledgeacrossdisciplinesand apply new knowledgeto
producesomethingperceived
as noveland new in food and services(Okorohet al., 2002; Osborneand Brown,2005).
An environmentof mistrustand risk aversionhampers
innovation
stifles
creativityand
(Erikssonet al., 2007; Jolly, 2003).Agencytheory
to
the
uses
metaphorof contracts
describeprincipal-agent relationshipsand
due
to
that
are
risk-averse
assumes
agents
their inabilityto diversifytheir employment,hence
line
of action
secure
more
a
preferring
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Table 5.3
iLrI
Structures
_t
EfffIciency
v

(KH) Using structuration theory (Giddens, 1984) analytical methods

S gnification
Marked price difference
logistics
and
-PASA
save us lots of money
-Services procured at
one fixed price
back
income
to
roll
-We
offset some of our costs
Innovation
-Contractors come up with
ideas to help us achieve
our goals and objectives
-More patient choices
-Creative ways and wider
input to do services better
nvestments -Contractors have invested
lots of money here
We
capped all service
risks and transferred to
them. They met all needs
buildings
old
-These
crying out for money
Managerial
-Contractors are
experience
professionals
lots
come
with
-Contractors
of skill and knowledge
is
to
good
contract
a
-Key
good contract manager
-_ýO
_ _-fio
has
unda n
some clear
-Autonorny
Status
messages-Ability to
borrow money now and do
all the things we want
healthcare
at
as a
-Look
business to generate
'
drain
money not
us
Community
focal
as
point of
-Hospital
concern or
local community
Legitimacy
teaching
and
-National
research centre

Domination
We depend on
contractors
for services to
continue

Legitimation
Avoid overspend
and budget deficits

-We work with
contractors as a
team in partnership
learn
lot
from
a
-We
our contractors

Avoid problems
and conflicts or
complaints
from patients

-Contractors access
national resources
and make them
available to the trust
invest
for
-They
interest and we pay
back over time
important
is
that
-It
we maintain good
relations with all our
contractors
-We work well with
contractors to
achieve our goals
We look to the
contractors
to help us achieve
our goals
from
learn
lot
a
-We
them (commercial
ethos)
We serve the needs
of our local
community as our
bread and buffer

Avoid service
disruptions or
contract termination
so to retain contract
they add value to
client offerings
Avoid conflicts
Learn from them

Avoid dictates of
Strategic Health
Commissioners

Local relevance to
avoid closure
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(Bergen et al.,1992). Contrary to this assumption the services managers (principal) state
that they transferred a lot of risks to the contractors (agents) and they met all their needs as
evidence of their ability and competence to perform and achieve specified details of their
outcome-based contracts. The services managers are committed to improving their lot to
gain foundation status and liberate themselves from the commissioners, while providers

have a needto innovateand createwealth,avoidobsolescence,make profitsand sustain
their competitiveadvantageover other suppliers(Von Hippel,1998;Morita,1992;Story
and Salaman, 2005). Consequently, both engage in meaningful dialogue, having secured
investment funds and creative ideas, to drive innovation forward and reap mutual benefits.
Thus in relational exchange of mutual benefit, interacting parties can become risk-neutral.
5.3.4 Victoria and County Hospitals trust (VH) 75% outsourced
This is a community hospital group located in two different areas of London that reflect
the diversity of its population. One is in a depressed inner London with a varied ethnic mix
While the other has its own ethnic community and suburbs. The trust chose to outsource

-

services up to 75% to focus on core activity, save costs and especially guarantee
services supply and support. The trust has built a Day Care Surgical Centre (DCSC) and
an Emergency Diagnostic Centre (EDC) in their local Industrial estate, using PFI funding
to replace the crumbling old hospital building founded in 1946 on an old railway station.
The trust is currently undergoing plans to rebuild the Victoria extension, whose land was
Purchasedin 1898 and built in 1970. The two hospitals were amalgamated as the West
London NHS trust inl 991. It has maintained its two star status for three years and is yet
to qualify for foundation trust status for which probably its chief executive was recalled to
the Department of health for bringing the name of the trust into disrepute. The trust
maintains partnerships with local boroughs, the Olympic committee and its services
Suppliers,Areno (hotel services) and Builders International (PFI capital projects). Both
companies are multinational corporations with headquarters in UK and Paris respectively.
Both are actively in the market place armed with commercial ethos to exploit opportunities
for profit, market share and growth through innovation and customer satisfaction. Thus,
their combined association with this trust has enabled the trust evolve meaningfully as

shownbelow.The trust receivesthe largestresearchand developmentfundingfor a nonteachinghospitalmainlyfor clinicaltrials and is associatedwith specialisthospitals,of
internationalrepute,an infectiousdiseasehospital,an eye clinic and a researchcollege.It
also has excellentrelationshipswith privatehealthcareorganisationsfor whichit has a
centre at its main base at Victoria hospital.
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Victoria Hospital outsourcing-excerpts
Five people were interviewed at this trust (Agents M, N, 0, P, and Q) and their views were
collaborated and triangulated with those of the workforce for accuracy and clarity.
6.3.4.1 Motives for outsourcing:
The objectiveof the trust as we see it is to providea quality,timelyand reliableservicewhichwouldfit in
Withthe needsand policiesof the trust.We are big enoughto meetthat needandguaranteethe serviceby
Providingall the backupand technicalsupportneededto makeit a qualityservice.In shortwe are a onestopshopfor all theirservices.At the endof the day it is valuefor moneyor perceivedas valuefor money
for thembecausewe guaranteea qualityserviceat a fixedpricethroughall seasons(AgentM)
My understandingis that hospitals are in the business of providinghealthcare.We are not great at catering or
cleaning or business so we get people who are very good at these things and can organise them better and
We pay them to do it for us (Agent N)
We (contractors)have contacts and personal links all

over the world and can buy stuff cheaperthan the
trust can source them so they benefit and we do what we are best at. They will never be able to afford to do
it themselvesbecause of their enormous overheads(Agent M)
We are a big organisation
treats
that
health
in
the
mainly
service
unlike
specialise
support
services
and we
Patients.Anyway, we supply ready cooked meals and a lot of choices for patients so the trust saves on raw
Material,labour and storage costs and they don't pay consultationfees to source anything so there is a lot
of savings by letting us provide the services for them. So for my company, the objective was an opportunity

to provide services here. That's what we are good at and that's what we do world-wide (Agent 0)

training:
%Staff
We supportand train (ancillary)

As
infection
food
hygiene,
health
in
our own
control.
and
and safety
staff
initiative because
M)
(Agent
forward
help
them
big
the
trust
move
and
we are a
company, we project
We recruit and train
all ancillary staff in support services. There is staff discount of 25% on purchases
(which nearly bankrupts
for
for
There
staff with
the
sports
events
month and other
us).
are prizes staff of
Prizesfor winners so we try to keep staff motivatedand productive(Agent 0)

WhenI waswith the NHS,they (managers)sat in the
is
for
there
a complaint
you
when
officeandonly sent
(no visiblemanagement).Everytime patientscomplainyou go to the officeand explainwhytheycomplain.
HOW
do you knowwhy patientscomplain?Somepeoplealwayscomplainbut the supervisorsthinkyou
makethe patientscomplainwhichis badfor the hospital.Butthingsare muchbetternow(AgentQ)
When the NHS

sold us to the contractorswho won the contract,we lost things like Londonweightingand
Sick leave allowanceother than that it is okay because there are monthly competitions and if you win you
get vouchersor paid holidays for two weeks. Also the supervisorsand managers are here to help you if YOU
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get stuck and they don't blame you if wards or patientscomplainthey just come and talk to them and
afterwardsthey explain things to you so you work better next time (less blame on contract staft) (Agent Q)

I workedat a mentalhospitalbeforemy familymovedhereandthis
companyallowedme to transferhere.
Yes theylet youtransferif you movehouseor wantto changelocation.NowI
workfrom7.30amtill 2pmthen
startagainat 5pmtill 8pm so I can go homeandget the childrenfromschooland comeback(flexible
Working).Butin the NHSif you movedhouseyou haveto travelor find anotherjob. I usedto spendtwo hours
on the busto andfromwork andit tiredme out.This company(contractors)also let us eat freewhenwe work
so I savemoneytoo andwe havebetteruniformsandequipmentto do the work(AgentP)
We all get training from the company before we start

work and monthlywe go for refreshercourses. It is
free and we train in work time, which is good for
me (Agent Q)

nvestments:
In providing support
services there is a financial burden to bear. If something happens for whatever reason,
the client wants to know that the
company is big enough to sustain it and continue with un-interrupted
service. When we took the contract we were able to provide E5 million to build a new kitchen in the private
Wings because the trust could not afford it. We also provide support and training for staff because we are a
large company,
we help the trust with information and other projects to push the business forward. We have
Since created two new restaurants at a cost of E4 million over ten years, interest free (Agent M)

The project contractors

are aggressivelyin the market place so able to access national resourcesand make
them availableto the trust. There is
noway we could have been able to build EDC. The Governmentwas not
going to fund it and we did not have the funds so the contractorsenabled us to build it (Agent N).
We (contractors)bring lot
I
I
trained,
this
trust.
to
knowledge,
worked
am
a
experienceand expertise
of skill,
in the army
as an electrical and mechanicalengineer, then I went and trained to be a chef, worked in many
hotels and restaurants
within Britain, Austria, France and Italy came back here and got Into catering
managementand from there to facilities management.I am not alone but all my managers are highly
trained too. The job demands that
in
We
best,
do
the
what we
are
experts
service.
so we provide quality
we
do whether it is for royalty the NHS trust,
or
we believe we are the best at providing quality service and we
are in the business for value for money, not the cheapest, but value for money (Agent M)
We refurbishedthe
main kitchen and canteens with extensions at our own cost interest free (Agent M)
We also provide
support and training for ancillary staff becausewe are a large company and we keep up
with all the technology so they don't have to (Agent M). The trust learns a lot from us, (Agent M)

Innovation:
We have

since created two new restaurantsat a cost of E4 million over ten years, interest free. We help the
trust with informationand
other projects to push the businessforward. And we come up with creative ideas
to Make them look good they
so
get better hospital scores and meet their objectives (Agent M)
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We built two new restaurants as commercialventures Diners'Den

and CaM Locale and run them together
Withthe vending machines to collect revenue for the trust to offset their massive costs (Agent M)

Relationshipsand communication:
We have thousandsof suppliers in a world-wide (network)who can supply

anything anytime from

anywhere,no problem (Agent 0)
Our relationshipwith this trust, I think it is a high profile thing to be serving an organisationlike the health
service, but we do a good job in providingthe service they need (Agent 0)
We work closelywith local partnerships,London Coaches,the Lord Mayor's office and other community
leaders we consult on regular basis. They are all involvedand

support the schemes here, financiallyand
socially, it is their hospital and we serve their community.The Local Governmentis also involved.They
gave their blessingsand support so we can move on with the work we do here (Agent N)
I Personallymeet daily with my opposite number at her office or mine, along the corridor, on the phone or
what have you and we discuss any matters of interest from cleaningto catering or patient entertainment,
Whichwe provide as extra under due diligence.That way we nip minor issues in the bud before they
become major concerns. My managers do the same daily. It is a very informal relationshipthat I have
constructed.The more formal ones happen on a monthly basis when we meet with people from health and
Safety,patient forum, infection control and directors (Agent M)
I (on behalf of the contractors)

meet with all the different departmentalmanagers,client managersand we
talk about innovations,how we are performing,what the scores are, standardswe are targetedto meet by
the trust or by head office, patients' surveys or any downfalls in services we provide. We also keep the trust
abreast of what is happening in our company through newsletters,leavers and starters and our levels of
services supply, all that sort of thing. We are constantlytalking to everyone who needs to know (Agent M)
We maintain long-term

relationshipsand work with the client in partnershipto meet their goals, we
communicateoften and personally (Agent M)
We (contractors)
use a network of 36 suppliers here so we can supply most things (Agent M)
We (Contractors)try to
When there is

promote them (client) socially as our partners (Agent M)

a problem I can react as professionallyand swiftly and competentlyas possibleto rectify it

becausewe
Yes
have
deal
in
to
that
emergencies.
unpredictable
always make sure
something place
with
we
We react but not like the NHS managers do in what we call "knee-jerk reaction".They react and then pass
the buck to someone else but I have to deal
M)
(Agent
issues
(to
arising)
with
prevent conflicts
If Someonepees the floor
fuss.
That
in
it
has
been
I
have
to
it
no
up
on
after
minutes,
cleaned,
get cleaned
_

Waywe exceed our client's expectations (Agent M).
We would not supply services to

a client who has been in the news in the last two years. Money is not
everything.Our reputation is more important (Agents F and M).
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Power relations:
The trust dependson us (contractors)they will never be able to do all this on their own becauseof their
enormous overheadsbut we have to be subtle about it becausethey are our clients and we look after them
(Agent M)
Before we becameAreno, we were associatedwith a reputablehotel chain that every body knows and
recognisesin all the countries around the world, massive reputationand all that but we look after our clients
_

that's what we do (Agent M)

Impact of outsourcing:
The trust saves on labour and personnelcosts. We providequality services as a one-stop shop for labour
and conflict managementand we give them value for money and exceed their expectations(Agent M)
We are internationalso we buy in bulk and save them money.They don't source any thing for us and if
things change and prices go up we bite the bullet. We provideother benefits without asking them for more
Money and we innovate to push the business forward. So we exceed our client's expectations(Agent M)
I don't think we came here solely for the profits, we do a good job and get paid for that and if profits come
along good but that is not our main aim (Agent 0)

Community
care:
All hospitalsaim to provide for the healthcareof its local populationbut there are areas of interest. Here we
have a very

active blood disease centre (the first in the country) that reflects the ethnic makeupof our
Community.This is a major centre and looking to expand so in that sense it reflects the area we work in.
Also this communityhas a
decorations
building,
in
hospital
is
the
history,
and
which reflected
strong
Paintingsalong the corridors here. When we move into the new building, all these will be there (Agent N)

5.3.4.2 Discussion:
Hotel service was outsourced here to acquire a continuous and uninterrupted quality
service with guaranteed backup through all seasons. The services providers claim to have
evolved as a one-stop shop for providing quality support services at a fixed price through all
Seasons.They are big, reputable and can "bite the bullet" if conditions change. There is a
Perceptionof added value through investments in new facilities, locally nurtured innovative
ventures, Diners' Den and Caf6 Locale and staff training to provide professional services.

The main advantageof relationalexchangehere is in the
their
relationship.
of
evolution
Firstsupportserviceswere outsourcedat Victoriaand Countyhospitalsthen as the clientProviderrelationshipdeepened,asset specificinvestmentsincreasedto includethe design,
build,manageand maintainoperationsat Countyhospital,involvinga projectcontractor,
BuildersInternational,the Mayor'soffice and LondonCoachesin partnership.This is an
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exampleof a complex,dynamicinter-relatedand inter-dependentrelationshipinvolving
major investmentshencethe networkeffectof alliancerelationships(HAkanssonand
Gadde,1992;Gaddeand Snehota,2000;Jolly,2003).Thus as relationshipsevolveand
asset specificityincreases,the focal organisationbecomesthe locus of a networkof
relationshipsand all concernedmust managethe inter-dependenceand balancethe power
asymmetryinvolvedwith the benefitof the relationship(Pesamaaand Hair,2007).Indeed
relationshipnetworksare plaguedby powerinfluencesand shiftingcoalitions.In time they
becomecomplexand consumemanagerialtime and energy(Brennanand Turnbull,2000).
Consequently,observersadvisethose involvedto balancethe cost-benefit(enablement
and constraints)effectsof such relationships(Ford,2003; Gaddeand Snehota,2000).
There is also a perception of creating value or relational rent in this exchange through
investments (Dyer and Singh, 1998). It confirms the concept of capital theory (as part of
Market process theory) that profits and value reside in the modes of capital application
(Kleinaltenkamp and Ehret, 2006). As relationships deepen services providers as investors
can detect other options for their resources not already served or services not supplied and
craft to implement a business solution to provide the client with superior added value and
extraordinary profits for themselves. Thus relational exchange becomes a fertile context for
relational rent (Dyer and Singh, 1998). Also capital invested creates resource advantage to
Maximise value for customer and enduring profits for investors (Hunt and Morgan, 1996).

The newfacility at CountyHospitalmeetsall these criteria.The facility is owned,managed
and maintainedby the contractorfor the next thirty years providinga streamof rent and
Profitsfor investorsand an improvedwork environmentfor the supportservicesworkersas
Wellas transformingthe local environment.This hospitalfacilitywon the prestigious
Commissionfor Architecturaland Built Environment(CABE)festivefive awardas one of
the foremostnew health buildingsin the country(AnnualReport,2006/2007).Indeed,FIVI
built environmentcontinuesto win awards,like the (LIFT)awardfor excellencein building
healthiercommunitiesand replacingold, antiquatedNHS buildings(Bradshaw,2008).
Most ancillaryworkersdescribethe new work environmentas "a uniquebreathof fresh air"
that benefitsthem, the patients(throughinfectioncontrol)and the local communityas a
focal point of interest, healing community differences and uplifting the local industrial area.
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Furthermore,these erstwhile support services workers who hitherto occupied the dark
dungeons of the basement, regarded by other professionals as the bottom of the skills
heap (Restell, 2008), now "own" a beautiful, spacious, airy and aesthetics facility. They
made good their newfound influence by allocating to themselves the vantage point on the
last floor from which they can observe the picturesque view and walk on top of everyone
else. What is more the staff canteen, out of bounds to visitor, patients, public and
relations, is on the same second floor as is the kitchen, offices of the support services
staff and even the rest room for the domestic staffI

Somemembersof the medicalstaff regardthis arrangementas "the ultimatein control".
No longercouldthey pick and choosetheir own office spaceas beforeor be able to
convertany vacant prime site into a medicaloffice,conferenceor teachingroom.
Althoughthe cateringstaff, complainof "too muchwalkingabout alongthe long corridors",
they are satisfiedwith their lot and can see for milesfrom their cleaner-airvantagepoints.
The domesticmanagerswere also ecstaticabouttheir new locationand privilege.
Thus the supportservicesstaff, perceivedas the underdogsof the healthservicehave
beenenabledto liberatethemselvesas ownersof facilitiesthey controland otherslease.
There is a no blame culture at this trust, as expressed by workers and visible management
to encourage and support the workforce. There is flexible working to fit in with life and work
Patternsand other incentives like free meals and the ability to move from job to job to suit
the needs of workers. Consequently, the workforce is motivated to work for the contractor
despite the loss of London Weighting, sickness and pension allowances and lower pay.

The interactingpartieshave also createda value systemthat enablesthem prioritise
againstother projectsto focus on creatingcommercialventure(Christensenet al., 2005).
Conduciveenvironmentfor innovationmade it possibleto nurturecommercialventures.
Successfulinnovationrequiresa conducive,no blame,trustingculture and a cooperative
Workingrelationshipbetweenexchangepartners(Jolly,2003; Kanter,1983).This allows
creativityto thrive and innovationto flourish.Inter-dependencepromotesknowledge
sharingbetweenspecialistsacrossdisciplinesand encouragesrisk taking to create
2002).
for
2007;
Okorok
(Eriksson
al.,
et
and
novel
commercial
new
gains
et al.,
-something
The constantcommunicationand willingnessof the contractorsto socialiseall workershelp
to createa conduciveenvironmentfor dialogueand taking initiativeswithoutfear of failure.
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The teamwork, risk sharing and having the same objectives for mutual benefit also create
collaborating environment to nurture creativity and hence knowledge sharing and transfer
for innovation. New knowledge is created, (Huber, 1999) and absorbed to create something
new. The outcome is two commercial ventures, Diners' Den and Caf6 Locale. Also every
available dormant space in both hospitals has been creatively converted and rented out to
generate revenue. These augment the management of vending machines, canteens, and
visitors' caf6s to generate further revenue to offset and reduce total costs. Consequently,
the impact of services outsourcing here goes beyond the central focus of IMP- reduction
of total transaction costs and safeguarding specific investments to include the nurturing of
commercial ventures in a conducive and supportive environment of mutual risk and reward.
Legitimacy
Organisational effectiveness depends on the degree of its social support (Elmuti and
Kathawala, 2000). Stakeholder theory states that a constituency in exchange relationship
With a firm has legitimate claims on the firm (Hill and Jones, 1992). The contractors
Provide this trust with investments and innovative ideas in exchange for opportunity to
supply support services and make profits. The social environment in which the hospitals
are situated, provide land, local workforce, public image and free promotion or publicity as
their local health centre. The credibility of the trust can be jeopardised if it fails to maintain
legitimacy with all its stakeholders especially the special interest groups. Consequently,this
trust has sought and obtained credible permission from the Local Partnership Associations,
the Mayor's office, London Coaches and the Local Authority. Most of these groups have
donated funds and provided network links in other areas.

Forexamplethe socialenvironment
directors,
the
a critical
non-executive
provides
resource of local workforce and a critical mass to lobby Government and investors for
funds, tax breaks on antipollution and ISO trade agreements (Pfeffer and Salancik, 1978).
Thus support services managers here have built a bridge and buffer to their social
environment through valuable social network relationships. This confirms the tenets of
interaction model (IMP) that for business support, survival and possible success, parties to
interaction should maintain legitimacy with the social context in which they are situated.
This would increase their visibility, improve image, plug skills gap and enhance local
legitimacy and reputation. In time such

by
local
acceptance,
organisations are enabled

Patronage, publicity and recommendations to survive, thrive in a competitive environment
and maybe become successful.
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Table 5.4
NHS trust
-R arena
Hospital

-Vi ctoria
And
County
Hospitals

Summary of outsourcing in the 75% outsourced NHS trusts
Motives for
outsourcing
-Ancillary staff
recruitment and
retention problems
-Cost savings

Themes elicited

Value for money
Staff training
Investments
Relationships
Power asymmetry
Learning (Innovation)
-Value
for
for
reliable
money
-Need
service guaranteed Investments
for
Relationships
money
-Value
in
Legitimacy
of
expertise
-Lack

Theories in use
TCE (economise on costs)
RBV (acquire resources)
IM (safeguard investment)
ST (dialectic of control)
Learning (innovation)
TCE (economise on costs)
RBV (acquire resources)
IM (safeguard investment)
Market process (rent)
r (le itimacy)
(InnovafiZ)

5.3.5 Featherstone Hospital (FH) 50% outsourced
Featherstone hospital is located on four sites in London. It is a specialist, teaching
hospital renowned nationally and internationally for research in

collaboration with other

research colleges two of which are situated within its grounds.
It has the largest 200-bedded renal unit in Europe

for
is
mother
of
excellence
and a centre

and child medicine at its Maternity Hospital in London. Its partnership with research
colleges, means that medical research findings are quickly translated into healthcare
benefits for patients hence its
worldwide reputation as a centre of excellence. At its
Orthopaedicunit, close to the maternity unit, elective surgery is undertaken to complement
the work done by other national orthopaedic centres. Featherstone hospital covers both
undergraduate medical education and post-graduate medicine at two of its centres in
London. The four hospital
units were amalgamated into a trust with sixty-four specialities
in 1994.

The extensiveresearchand teachingfacilities this trust
it
that
receivesrathera
at
means
generous grant for teaching medical and post-graduate doctors as well as for research.
But it chooses to outsource 50% its hotel
of
services (where it lacks expertise) to
commercial operators in order to focus on its core competence of healthcare. Assured
(Premier Group) is the services
provider for the hospitals while other catering firms
(rzviance)within the Premier Group
serves the research colleges and research centres
Within its grounds. Featherstone hospital group has benefited from services outsourcing.
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Featherstone, Hospital (FH) outsourcing-excerpts
Five people were interviewed at this trust (Agents R, S, T, U, and V) and their views were
triangulated and collaborated with those of the workforce for accuracy and clarity.
5.3.5.1 Motive for outsourcing:
You haveto recognisewhatyourcore businessis andwhatresourcesare put into non-corebusiness.Our
businessis healthcarenot catering,cleaning,buildingmaintenance
or anythingelse (AgentR)
We outsource hotel services (soft FIVI)because we don't have the expertise in-house to manage and
maintain it. There is also the degree of training involved. Where other companies have the necessary
knowledge, equipment and better facilities to do a better job or give better service and have the technical
knowledge to maintain the equipment, there is no
reason not to outsource such services to them. Where we
cannot afford to have trained personnel to manage a service or equipment, we will outsource that service.
But it makes no difference whether services are outsourced or done in-house the key to it is really the
Management (Agent R)

We outsourcedour informationtechnology maintenanceand servicing to outside contractorsand we also
Outsourceour own expertise in building maintenanceto local companiesto raise money for the trust. All the
trust is really interested in is having suitable facilities to carry out its core business of healthcare(Agent R)
We seem to have created a multiculturalenvironmentin this trust,
which has many challengesand
Problemsso we work with the contractors,Assured, to make changes that we feel will make a difference
and improve patients' experiencethrough the trust. Many years ago patients could get by with tea and
sandwichesfor lunch but not any more. The multiculturalpatientswe have here demand certain diets that
only professionalslike Assured can consistently provide so we work with them daily to make that possible
(Agent V).

Staff training:
The trust spends lot
a
of money training staff and we in estates and facilities (Hard FIVI)also operate an
apprenticescheme. Not many organisationsdo that now (Agent R)
The reason is
ownership. We in estates and facilities run a 24/7 operation 365 days a year. It would be
difficult to obtain this degree
R).
(Agent
loyalty
have
here
company
outsourced
of ownership and
we
with an
At Premier Group (Assured),
food hygiene

everyone gets training and it is free. Before you start work you get training in

and safety, personal hygiene and health and safety. Every week we pick out some peopleand

sendthemfor trainingin the areaswheretheywork andwe rotatetill everyonehas donethe necessary
training.We alsodo trainingin
managementand dispute(conflict)management(AgentS)
I used to be
a cleaner but the company helped me to train in night school and now I manage other cleaners
and I have worked all over the country in our
contract places (Agent T)
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At PremierGroup, you can ask to be moved to anywhere in the world where we have contractsand you can
go. Premiersends out vacancy lists every month and anyone can apply. We also have staff of the month
prizes and three prizes for employee of the year to motivateand encouragethe staff (Agent S)
We have a great workforce and they are always cheerful. Cleaningjob is hard and no one wants to do it but
here they don't complain. They work hard and we have a great time (Agent T)

Innovation:
We look to the soft FIVI(contractors)for innovationin food and services (Agent R)
We have now implementedthe new (Al-plus) special group of cleaning equipmentand cleaning practices
here and the hospital is cleaner and more hygienic. No more wet mops and buckets or chemicals (AgentT)
Al -plus is a range of equipment created at Premier for better cleaning.There is the linco-machinethat is
driven to clean and polish public areas so no more sweeping,mopping and polishing by hand. There is a
special vacuum machine that sucks up broken glass or medicalwaste so cleaning is easier and
contaminationor cross infection by staff is reduced.Then there is the microfibre flat cleaning cloth. It is new,
not disposablebut has disinfectant incorporatedin it so no more chemicalsand buckets for toilets or dirty
areas. Cleaningwith this cloth, we can kill 99% of the bacteriain those places so it is good for Premier
Group and the cleaners. It is really good for cleaning and does it in less time so we have less staff to do the
Workand do it better. It helps with hospital infection (no MRSA here) (Agent T)
Other areas the agents regarded as innovation but could be classed as improvements:
We refurbishedthe new building to make it more work-friendlyfor all concerned and reduce domestic
intrusion.When it is finished you will see the difference betweenthere and the rest of the wards in the trust
The new floor we built are

padded and softer so our feet don't ache from walking all day and night, very
good for nurses and doctors and for cleaners too (Agent T)

We have this new catering

flavour
its
it
taste
dishes
just
and
retains
and
microwave
simplicity
you
steam
even though it is cook-chilled (Agent T)

Thereare newautomaticwashingmachineswithcomputerised
kinds
for
temperature
of soiled
all
correct
linenandequipmentso no morecrossinfectionwhilecleaninglaboratoryareasor washingout the ragsand
cleaningclothwe use(AgentT)
All our cleaningequipmentandclothsare electronicallymarkedso theyare automaticallyreturnedto
designatedareasand not lost or crossusedlike before.So we are morehygienicand movingwiththe
times.We also havethe electronicpalmpilotfor monitoringcleaning
areas,whichmakesit consistentevery
time becauseit is standardised(AgentT)

Relationships and Communication:
We work in

partnershipwith the trust as a team for the patients and we work well together (Agent S)
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Premier is the biggest food provider in the world with regionaland internationalnetworkseverywhere.We
only use Premierapproved suppliers. Suppliers to Premierare checkedweekly by Premierstandardsfor
food hygieneand quality. We have very good relationshipswith all our suppliers (Agent S)
We have the research centre and the research college on our grounds and we work in partnershipwith
them. If you are doing medical research you need research materialand the cooperationand collaboration
of organisationsthat with a flow of patients through them. Becauseof our partnership,patients probablyget
a higher standard of care due to the highly qualified experts taking care of them (Agent R)
Our non-executivedirectors, I would say were probablychosen for who they are, their standing in the
Community,the work they do now or have done in the past and their standing in other healthcare
Organisations.Some of them have been influentialin many ways, some are still voices to be heard in
certain areas and many are professionalsof internationalstanding so all together they are very beneficialto
the trust (Agent R)
We meet every day informally to discuss and agree on issues for the day but formally we meet monthlywith
the board members to discuss operational matters (Agent S)
At Premier,we have a no-blame culture and team spirit. We show appreciationfor hard work (AgentsT)

Community and environmental concern:
Thereis a wasteandenergymanagement
to climatechangeand
commitment
projectdueto Government
theKOYOTO
Wealsostriveto meetalltheISOstandards
agreement.
andourwastedisposalis donein an
initiative
environmentally
We
have
friendlyway.All theseinitiatives
recycling
a
new
waste
saveuscosts.
CCTV
Withthelocalcouncilwhichwaslaunched
bythelocalMayor(verified)
with
watch
crime
a
police
and
to enableourstaffandthe
at bothourhospitals.
Thereis thesnugbusarrangement
withLondonCoaches
localstravelsafelyoutsideworkinghours.Thebuschangesitsroutesto takein thehousingestatesand
becomes
busfor passengers
a fare-paying
at night(AgentR)
IMPact of outsourcing:
We look to the soft FM for innovation in food and services. That has impacted us more (Agent R)
We (hard FM) also generate revenue for the trust by outsourcingour own services to local companies.
We benefitfrom scale economies of the contractors.if you are a smaller organisation,you benefit from
being part of a larger concern. That way we gain from not having to train and manage our hotel services
staff. We also benefit from not having to keep up with technologyor maintain our equipments(Agent R)
Outsourcingis good. If the company does well, the hospitalwill be good and they will say Premierwas
good. We help the trust to maintain cleaning standards and give them good service. We have our reputation
and we keep to Premier standards.We use the rulebooks (SOP) and everything is fair (Agent S)
We managethe canteens,
restaurantand vending machinesfor the trust and make money for them so the
trust benefit from our services. We motivate the staff
S)
(Agent
is
discount,
they
10%
good
which
get
and
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On the issue of foundation status:
Our applicationhas been made (verified). It would raise our financial freedom, to be able to look at different
ways of doing things and get us a bit more independencefrom the Strategic Health Commissioners.Our
agreementswill then be legally binding and we will be able to operate on a more sound financial footing.
Presentlyour service level agreements (SLA) with the commissionersand other health institutionsare not
legally binding.They can decide not to pay for the medical care we give their patients and there is nothing
we can do about it. With foundationstatus all that will change.We will have more freedom and better
financial footing to operate from (Agent R)

The analysis of Featherstone Hospital is presented in table 5.5.below

Table 5.5
Structures
Efficiency

nvestment

Innovation

orkforce
development

Community
concern
TeTitimacy

T _ý
0 undafion
status

(FH) Data analysisusingstructurationtheory(Giddens,1984)
Siqnification
-utilise scale economies

larger
concern
a
part
of
-Be
-Outsource own services
to generate funds
knowledge
technical/
-No
or equipment update
kitchen
-Revamped
-Built canteen
-Trained ancillary staff
food
and services
-In
kit
cleaning
plus
-A-1
-Steam simplicity
floors
padded
-Better
lot
of money
a
-Spent
training ancillary staff
-Apprentice schemes
job mobility
-incentives,
friendly
-Environmentally
waste disposal used
bus,
CCTV
security
-Snug
-Local youth employment
of
social
members
-Board
standing,
-Local council partnership
in energy savings
financial
footing
-Sound
-Generate revenue
legally
binding
-More
service-level agreements

Domination

Legitimation

Must show value for
money in resource use

Avoid budget
deficits and
overspend

To lengthen contract
Control ancillary staff
Contractors help us to
keep out hospital
infection and meet
diverse dietary needs_
are
staff
-Contract
happy and work hard
have a strong
-We
team culture here
KOYOTO agreement
and ISO standards
to maintain

Avoid services
disruption or
contract termination
Avoid media
attention and
patients' complaints
staff
-Better
retention
has
and
exit
-Avoid
lower absenteeism
Avoid disruptions
from special
interest groups

relevance and
reputation

Avoid possible
closure or
disruptions

Freedom from
Strategic Health
Commissioners

Autonomy with
but
more choices
accountability_

Maintain local
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5.3.5.2 Discussion
This trust outsourced support services to concentrate

on its core function of healthcare.
The managers here went for efficiency of operation. The outsourcing of both soft and hard
FM to reduce distraction from core activity is a measured of efficiency (Davis, 2004;
Hamel, 2000; Peters and Waterman, 1982). As managers focus

on their areas of

expertise, they save time, effort and energy using them to find better ways of working, to
reduce waste and duplication hence become more efficient. This enables them to realise
outsourcing aims and to outsource their own hard FM to generate funds to offset costs.
Thus efficiency gains are made by better focus on core activities
and transaction costs.
Contractor investments help to improve processes and enable the staff work better. There
is staff training by the contractors with incentives to motivate them. There is also client
investment in training and apprentice schemes to improve workforce ownership and
loyalty above their professionalism. Their team spirit, no blame

culture and constant

communication encourage creativity for innovation in food and services and motivates the

Workforceto work harderdespitelowerwagesand lack of sicknessbenefits.Thus like
Otheroutsourcedconcernsthere is addedvalue as innovationin food and services.
There is also a concern for the local community and the environment in crime prevention,
local transportation, waste disposal, community and environmental care for legitimacy.
The courting of goodwill to improve the social
helps
to
in
they
are situated
context which

stabiliseoperationsfor survivaland successand reducethe powerasymmetrybetween
the focal organisationand its networkof socialrelationships.Thus, the servicemanagers
here havemanagedto make their relationshipsvaluablebridgesand buffersto the social
environmentfor supportand local legitimacywhile reducingthe politicsand power-play
thereofwith their socialgoodwilland communitycare.
Howeverthe most notableimpacthere is in
The
servicesmanagers
communitycare.
Wentout of their way to appeasethe local communityby providingsnug buses,CCTV
linkedto the policestationfor crime prevention
in
disposal
environmentally
and waste
friendlyway. This trust is very much involvedin jobs for local youth and enlistingof the
Mayor'soffice and non-executivedirectors,
be
to
international
voices
someof who are still
heard.Consequentlythe issue legitimacyfor
fore
here
the
to
of
comes
social support
togetherwith the quest for freedomand liberationfrom StrategicHealthcommissioners.
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They went out of their way to court relationship with the locals to improve organisational
visibility, public image, reputation, local goodwill and legitimacy (Barringer and Harrison,
2000; DiMaggio and Powell, 1983; Tsang, 2000). The goodwill and social support so
created will help them in their bid for foundation status to liberate them from the dictates
of commissionersand enable them function on a more stable financial footing. Hence the
services managers here realise the benefits of having favourable relationship networks
with all stakeholders for support, stability, survival and success. Thus, the concepts of
stakeholder theory are evidenced, where services managers, as agents of the firm,
exchange local goodwill and investment in apprenticeship schemes with reduced conflict
from environmental pressure groups. The social support gained enhances their lobbying
Power to free them from commissioners in their bid for foundation status. It also gives
them local promotion and publicity from a loyal, motivated and committed workforce.
The services managers sought to reduce the environmental uncertainty of scarce
resource (Ajauro et al., 2003; Pffefer and Salancik, 1978) with regards to hotel services.
They have aligned their processes and procedures by allowing the contractors free reign
in using their company rule books in the management of daily routines. These help to
Provide evidence of fairness and equity amongst staff members and reduce conflict. This
Sense of fairness and equity helps to maintain adequate staffing levels of workers to do
the work. The supportive social environment they created enables them to co-opt nonfor
interest
build
collective
executive membership from which to
groups
a critical mass of
lobbying or favourable resource acquisition. More importantly they can save on total
transaction costs by using their common membership to trade associations to align the
Conductof coalition members and stakeholders to gain much needed local acceptability.
Thus through goodwill, services managers enhance local acceptability, reduce transaction
costs and their vulnerability from the uncertainty of resource acquisition.
There is a tangible quest for freedom and liberation from the dictates of the Strategic
Health Commissioners. This would be achieved through gaining foundation status for
Whichthe NHS trust has applied. The services managers, as agents of the trust, will be
free to chart their own course and be enabled to make more legally binding contracts,
keep surplus money and be able to borrow money to do all the things they want to do
instead of waiting on Government handouts. Consequently, the partnership with services
Providers has been meaningful in areas of learning and commercial knowledge transfer
that enable services managers imbibe the idea of commercial ethos for future use.
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5.3.6 Reinhard Hospital (RH) (50% outsourced)]
This NHS trust is both a teaching and post-graduatespecialist

located
in
centre
medical

Pleasant surroundings outside London. A club-footed medical physician and philanthropist
named William John Little founded the hospital. He wanted to make the treatment of this
Victorian condition available to other sufferers. By 1840 the institution has opened in
Barmsbury in a house, said to be formerly, occupied by Disraeli's father. From there,
three specialist hospitals merged to form the present one. Now based in a London
suburb, it is the largest specialist orthopaedic hospital in Britain and has international
renown as a teaching, post-graduate training and surgical centre. The hospital focuses

Mainlyon correctionof deformitiesand treatmentof diseasesof the boneand joints.
There are twelvespecialistunits treatingdifferentaspectsin the institute.The hospital
has a bed capacityof 245 with 906 staff 170 of whom,are ancillarystaff (10.5%).This is
the largestancillaryto total staff ratio in my sample.The reasonfor this ratio may be
becauseof the large expanseof land the hospitaloccupies.
This trust focuseson its core competenceof healthcareoutsourcing50% of its hotel
Services like catering, cleaning and portering to Assured, a branch of Premier Group.
Premier is a leading foodservice company based in Surrey and dedicated to finding
foodservice solutions and quality services that add value to the client's business.
The company operates

business
lasting
in
through
teamwork,
globally ninety countries

relationships and a passion for quality in the hospitality, leisure, travel and healthcare
industries, providing innovative high quality solutions in food and domestic services.
In this small study Premier Group was involved in 50% of all those who outsourced

servicesas well as in the other far flung hospitalsthat were investigatedbut not part of
the final study becauseit was thoughtthat they had nothingnew to contribute.
Reinhard Hospital
outsourcing-excerpts
TWo people were interviewed here (Agents W
and X) and their views collaborated and
triangulated with those of the workforce for
accuracy and clarity
-5-3.6.1.Motives for outsourcing:
The hospitalis spreadover a large
area.It wasvery hardto get domesticandcateringstaffto comeand
Workhere,reasonbeingthe largeareawe cover.All the wardsare separateas you can seeandfar from
the residentialareaswherepeoplelive so we
Also
the
till
to
services.
couldnot get staff stay we outsourced
Weare a specialisthospitalnot goodat cookingand cleaningso we get Assuredto helpus out (AgentW)
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We pay one set price, which is helpful, they recruit, train and retain their own staff and they are specialists
in Whatthey do. I must say they have investeda lot of money in the trust with the restaurant,canteen and
kitchen, so there must be some savings made. We are not using money from the trust for refurbishmentand
staffing on the soft FM side (Agent W)
We provide better food for the patients here and a nice clean hospital to work in. Assured, is responsiblefor
catering and feeding both for patients and staff in the new restaurant,it is also open to visitors,the public
and whoever. Patients have more choice of food. Also we do security at the main gate. You see this place
- is like the country, far from the city so security is importanttoo (Agent X)
Assured is a very big company and we serve all over the world. We are specialist in food service and we
buy cheaper from our many suppliers so we must save them money (Agent X)
The trust does not have the strain and stress of cooking, cleaning and portering,we do all that for them so
they can treat patients better (Agent X)
We are quite satisfied with their (contractor)services and they have not reported any problemswith staffing.
They always seem to have loads of them serving and cleaning.The contractors have their sources for
recruiting staff. We seem to have mainly Filipinos here and they do a great professionaljob (Agent W)

Staff training and motivation
The contractorsrecruit and train their own staff. No problems of staff shortages has been reportedsince we
Outsourcedthe services (Agent W)
Premier trains all staff in food hygiene, health and safety and NVQ levels. Many of my staff when they came
here could not speak English but Premier trained them and now they are good, some have many skills, like
generic workers (Agent X)
We pick staff of the

they
the
and
year
Premier
like
then
of
picks staff
vouchers
month and they get prizes

get 1't, 2ndand 3"' prizes and it helps to motivate the staff to work well (Agent X)

InVestments:
We revampedthe kitchen and restaurantwhen we won the contract. Now the staff, patients and visitors
have a more pleasant place to meet and eat. There is more opportunityfor us as a company to help the
, ',

trust. We have more leeway than under the NHS to help the hospital evolve (Agent X)
I have been on both sides. When I was young, I worked for the NHS, it was just a job for me but now I can
Seethe good things my company, Assured, brings here. We have better uniforms and strict standardsto
keep. In the NHS the uniforms
is
it
but
little
thing
be
it
were always tafty and never washed properly, may a
importantto look clean and good for patients and
investments
Assured,
Now
makes
visitors.
my company,
here but in the NHS there
was no equipment,we were always waiting for things to come and sometimes
they never came because they said they were short
of money (Agent X)
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Relationships and Communication:
We have contractswith neighbouringhospitals in Watford, St. Albans, Hemel Hempstead
and other places.
So if we are stuck for something,we can get help or call for advice or whatever
and those other units can
also call on us, it is good (Agent X)
They (the trust) are our client and we look after them. No we are not in charge,

we work in partnershipas a

team for the patients.We meet every day and once a month with the people from health and safety,
infection control and the rest of them. If they say there is a

problemwe work quickly to correct it (Agent X)

We have a total of eight Premier-approvedsuppliers, vetted by the purchasingdepartmentat Premierand
they supply everythingfrom chilled and frozen food to confectionarythat meet Assured standards(Agent X)
Assured has very strict standards so we don't have
problemswith suppliers or our clients will complain so
we use only Assured suppliers and we have very good relationswith all of them (Agent X)

Innovation:
Premier is basicallya food company with a businessedge so they know about food. It is not good having
Medical people to be messing about with food.
Food wise
innovation
don't
is
but
think
NHS
that
there
the
there
with
masses
more
are
of
changes
with
-1
Assured. Ideas come in to help patients get better service through Assured. Also Assured has its own
Peopleon site teaching others hands-onand as new Ideas come in they try them out and then dissipate
them to places they have contracts so patients can benefit. On this site we have a green acre garden a kind
of a la carte for the children to get better choice of menu. There is a housekeeperon site to cook it straight
away for them no matter what time of day. It helps keep the children happy while in hospital (Agent X)

IMPactof outsourcing:
The contractorshavegreatlyimprovedthe services.Thereare lesscomplaintsand the kitchenand
restaurantfunctionbetternow.Thereare no recruitmentor retentionproblemsany more.In foodand
serviceswe lookto themfor innovation.I meanthey are professionals
in foodand hotelbusinessso they
knowtheirjob
andwe are satisfiedwith whatthey do (AgentW)
We (contractors)
save them money. We use our networksof suppliersto buy cheaper than in the market

and they payonefixedpriceso we mustsavethemmoneyandeffort(AgentX)
We help the trust to
maintain Government standards and they get good scores so that is good (Agent X)
Our uniforms are better,
we have enough staff to do the work and people are happy in their work so they
don't call in sick like in the NHS. I don't have to
run after the staff to do their work or check them all the time,
they know what to do and they do it
without complaining (Agent X)
We revampedthe kitchen
and restaurantwhen we won the contract. Now the staff, patients and visitors
have a pleasant
place to meet and eat. Hopefully,the communitywill also think that this is a nice clean
hospital
when they visit and so they continue to use it (Agent X)
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6.3.6.2 Discussion:
Hotel services were outsourced to attract and retain

ancillary workers. Now there are no
support services personnel problems. The managers realise innovation in food and
services with the reliability of a continuous un-interrupted support services at fixed price.
The contractors are perceived to do a professionaljob
and there are no complaints.
The contractors use their own network of suppliers
and have neighbouring contracts for
Support and help with staff or equipment as needed. Consequently the services providers
have met the need of their clients and added value through staff retention and innovation.
The contractors invested in improving their clients' processes through refurbishment of
kitchens and canteens to make them better places to work and eat and to safeguard their
contract for streams of economic rent. Thus by crafting a business solution to add value
to client processes and profits for themselves, the contractors confirm the concepts of
capital theory and prolong to retain their contract (Kleinaltenkamp and Ehret, 2006).

They also invested in training to motivate (with incentives) Filipino workers who could not

sPeakEnglishwhen they came and managedto liberatethem from manualworkersto
support services professionals, able to give better service. The service improvement, lack

Ofstaffingproblems,betterstaff retentionand the satisfactionof the clientvoiced,confirm
this. Theseoutcomesreaffirmthe tenets of interactionmodel(IMP)that relational
exchange can develop into valuable relationships that safeguard specific investments and
reduce total transaction costs through professionalism and reduction in monitoring costs.
Thus the relational

exchange at this trust has added value beyond cost reduction and
safeguarding of investments to include better staff retention and the liberation of support
services staff from manual workers to motivated and loyal professionals.

The contractorsuse their

hospitals
to
maintain
with
of
relationships
neighbouring
network
support,visibilityand social presencethat enablethem providea reliableuninterrupted
supportserviceto keep their jobs and maintainreputation.This also confirmsthe tenets
of socialnetworksin maintaininglegitimacyand offeringsupportto bufferthe external
environmentby reducingthe complexityand uncertaintyof servicesprovisionand
ensuringthe availabilityof scarceresources.These reduceorganisationalvulnerabilityto
enable the organisation survive and succeed (Pfeffer and Salancik, 1978; Nichols, 1993).
Thus the contractors
obtain a negotiated and predictable environment through social
support and succeed in meeting their contractual obligations to their clients' satisfaction.
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Furthermore, the services managers and their context

organisation (the trust) are enabled
to focus on their core activity as contractors remove the distraction of support services
from them, thus improving their efficiency in use of their time and effort (Hamel, 2000).
With the help of contractors, the demands of all stakeholders, with respect to support
services (workers, service managers, employing organisation and Assured suppliers), are
Met, improving the perceived effectiveness of the services suppliers and their clients
(Pfeffer and Salancik, 1978; Hill and Jones, 1992). Thus their relational exchange goes
beyond staff retention and cost reduction to improve the efficiency (better focus on core
activity) and the effectiveness of contractors and clients through stakeholder acceptability.
Power
Although the ability of contractors to meet the needs of their clients make the clients
dependent on them for the scarce resources they possess (workforce retention,
investments in equipment and staff training, creative ideas for innovation), the contractors
claim "not to be in charge". But rather they prefer to look after their clients mindful of the
interdependence of their relational exchange (Ford, 2003; Pfeffer and Salancik, 1978).
Consequently services providers manage their power asymmetry through constant
dialogue to reduce misunderstandings and conflicts (if the client says there is a problem
we work quickly to rectify it). Indeed they also manage to appease both customers and
Patients, as was the case on one occasion when I visited the hospital for an interview.
The resultant interdependent
relationship of mutual benefit also requires negotiation and
consensus to liberate parties to interaction from domination (Clegg, 1989; Machiavelli,
1958). Thus both parties survive. The providers retain the custom of their client and earn
streams of profits while the client gains staff retention and innovation in food and services.
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5.3.7 Charlston Memorial Hospital NHS trust (CMH) 10% outsourced
Chariston memorial hospital is a teaching, specialist hospital, reputed for its liver and
kidney transplants and Government funded for its medical research, medical and nursing
training schools. The hospital was founded by, William Marsden, a philanthropist, in 1828
to provide care for those who could not afford medical treatment. It gained a royal charter
from Queen Victoria in 1837 in recognition of its work with victims of the cholera epidemic.
It was reputed as being the only hospital in London offering facilities for clinical education
of women hence its association with other Schools of Medicine for women. It later became
the Charlston Memorial School of Medicine. It moved to its present location from central
London when it was amalgamated with other local hospitals. The current Queen Elizabeth
Openedthe present hospital building on its 150 years' anniversary on November 1978. In
April 1991, Charlston memorial hospital became an NHS trust, amidst controversies
rancorous conflicts and acrimony as one of the first trusts established under the NHS
community care Act of 1990. This trust status was to aid competition and the efficient use
Of resources during the internal market era (1991-1997). Charlston memorial has three
satellite centres at a national ear, nose and throat hospital (added 1996), an elderly

Psychiatriccare centreand an infectiousdiseasehospital,each with its own support
servicesstaff but all managedas in-houseconcerns.
Charlston memorial has 1100 bed capacity and 4727 staff members 500 of whom, are

Supportservicesworkers(10.5%).It servesan affluentand expensivecommunitywith a
high levelof HIV (HumanImmunodeficiency
Virus)cases and a thrivinggay community.It
also coversan area of London,where sometelevision,mediaand film peoplelive. This
closenessto an affluentarea may have necessitatedthe trust keepinga low profileout of
Media attentionor reluctanceof the managementto outsourcemore servicesand hence
invite or attractoutsidersto the hospital.
Its mainfocus is on clinical excellencein renal,liver and bone marrowtransplantsfor
Whichit is affiliatedwith Theresahospitalsto sharefacilitiesand containcosts.
Charlston Memorial Hospital-in-house service
Four peoplewere interviewedhere-Agents Y, Z, AA and BB and their viewstriangulated
Withthose of their workersfor accuracy,relevanceand clarity.
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6.3.7.1 Motives for in-house service:
We are very much tailored to doing things ourselves.With contractors,there could be a lot of problems like
quality of service and control over the level of service. Everytime you want to make a change it will cost you
a lot of moneywith outside contractors whereas you could be more flexible with in-house services (Agent Z)
While in the private sector, I was always delighted to hear trusts say "I would like to change so and so"
because it always costs them extra to make variationsfrom set specificationsand prices. But the variations
helped me make money for my bosses. Basically it was less flexible than in-house services (Agent Z)
In-house servicejust gives us more flexibility to make changeswithout added costs. We find that having
Contractedout services, there is no continuity (should contractorsfail) and the service is quite expensiveto
Use and the quality of food produced is dubious but it is actuallyworking out more economicallyto have
things done as in-house service (Agent AA)
With private contractors,they are profit-makingfirms so they try to cut corners to reduce their costs and
make profit but ultimately it is the patients that lose out. There are six catering managershere and we all
Comefrom the private sector so we are aware of the methodsthey use to save money. Here we have our
Ownoverheadsbut they are specific to us and not to a companyand we don't have shareholdersto pay
dividends so any profit we make is ploughed back into the service to benefit patients (Agent AA)
The in-houseteam won the first tender in 1986/87.When that tender ended in 1991, the trust was going
through so much change to becomea hospital trust that they decided not to re-tender it. It has been done
in-house ever since

for
that
I
long
value
think
give
time.
you
as you can show
as
and rolled over every
money, there is no legal reason to outsourceservices (so it has been kept in-house) (Agent BB)

The advantageof in-house
be
flexible,
to
have
the
is
able
that
can
you
so
services
you
controlover
services
containcostsandyou don't havethe problemof failingcontractors(as oncehappenedin our transport
departmentwhenthe contractorwent into liquidation).Thereare alwaysriskswith contractorswho are
alwaystryingto cut costsand to makeprofit(AgentZ).
The advantage
have
to
is
down
that
the
but
to
them
is
you
transfer
that
side
all risks
you
with contractors
manage the contract (relationship).If there is a problem with the contract or the contractor goes into
liquidation,
you won't be able to take the service back in-housestraight away even though you are still
responsiblefor providing the service (fear of failing contractors hence in-house services) (Agent Z)
It is far more difficult to change things when it has

the
if
through
but
in-house
change
been
You
go
always

once and that change is acknowledgedand accepted probablywith great difficulty, it is less difficult next
time whereas if it has never changed, the
been
have
them
don't
know
different
some
of
and
people
any
here too long and become
set in their ways like "deadwood"(Agent 1313).
We outsourcedlinen
service to Sunlight due to space issue. We don't have the space here to wash linen
and we needed the laundry space for other things (Agent AA).
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Staff training and management:
We have lots of training schemes and computer skills training available for everyone.There is the NVO for
Portersand domestic workers. There is basic educationsessionsavailable for staff, who want it (Agent Z).
We get lots of money from the NHS for training so we are able to help our workers. Every domesticworker
has NVQ training. Anyone who wants it can do literacy, numeracyor computer training, completelyfree of
charge. They are very keen and we don't have to force them (Agent BB)
The training makes them more confident on the wards as an added benefit. Some of them have trained and
gone onto do other jobs in the trust, which is great (Agent BB)

We haveprofessionalmanagerswho are well trainedwith bothtechnicaland professionalqualifications.
Someare studyingto gainfull diplomas,othershigher-levelmanagement
or mastersdegrees(AgentZ).
The last time we had the HealthcareCommissionand patients' representativesin for inspection,they did

-

not say that our result was awful but that it could be better if we actually had enough domesticworkers to do
the work, so it was not as bad as it could have been (Agent BB).
Staff control is not a problem provided you have a good clear strong managementstructure.That helps
People in their jobs to stay motivated, knowing that they have the support and it carries them to make
decisions and to take pride and responsibilityin their area of work. It helps flexible working (Agent Z)
f

WhenI workedin a contractjob, I foundthe staffmoreflexiblewithworkand moremanageable
(AgentBB)

HumanResource:
We havea

know
the
theories
They
department
all
large
Human
Resources
with policieson everything.
very
but not the practicalaspect managingsituationslikedealingwith drunkendomestics(AgentBB)
of
The HRdepartmenthasfull procedureson mostthingsliketrainingopportunities,performance,
changesto
Contracts,trustpolicies,infectioncontrol,healthand safetyand procedureson work plans(AgentZ)

We operate basic hierarchy
lot
time.
it
does
of
but
a
wastes
and
action
restrict
a
system, which works well
For example I
I
first
have
to
issue,
the
HR
get
to
discipline
which
policy on
cannot
my staff without reference
frOMthe intranet.Then I
domestic
drunken
discipline
to
how
tell
a
HR
have
the
me
personnelcome and
will
even though I am trained to manage my staff. It restricts your authority. So discipline is up the spout.
Staff membersknow that they can flout the rules and
HR
the
have
the
they
it
because
and
get away with
unions on their side and this is the NHS (where they have security of tenure). If we ever get outsourced,
many of the "deadwoodstaff" here will be retired or found more suitable work to do and the staffingwill be
-streamlined.No contractor can stand for it (Agent BB)
Besides I am

not allowed to spend money from my budget without clearance from HR. I know what my
department needs
it
to
for
it
but
without
I
the
spend
allowed
not
and requested
when
money comes, am
their clearance. For
it
justify
I
have
to
but
example, I can engage agency staff if we are really short staffed

167

every time and take action to remedy the situation but I am not allowed to get extra staff on permanent
basis becausethey cost too much. So everyone has to
muck in to get the job done to save money
(Agent BB)
The chief executivewants us to cut costs to

meet budget deficits and we are doing all we can. But how far
can one cut costs? The vacant posts are frozen and staff reductionis an on-going process.This cost cutting
is driving everyone mad. They say we have a zero-rating,how
can such a big teaching hospitalbe zero-rated
and still manageto treat our patients well? (Agent Y)

Investments:
We have revampedsome of the chilling equipmentin the kitchen and we are building to provide
accommodationfor the staff (Agent Z)
We have Governmentfunding for the universityand for specific

areas of service and healthcare.We are
looking to charitable organisationsto liase with them
and share in the provision of services (Agent Z)

We get lots of money from the NHS for training so

we are able to help our workers. Every domesticworker
has NVQ training and other training sessions are completelyfree of charge (Agent BB).

There are lots of things going

on here. Our eight years refurbishingprogrammehas been going on forever
becausewe start and
stop till more money comes in. We just cannot invent a pot of money to enable us do
things so we look at what we feel is more important like infectioncontrol and do those then we do the rest of

them in small chunks. That is how we manage to do things here (Agent BB)

In the previous10-15
years,moneywastakenawayfromsupportserviceswhenhospitalshadto balance
their budgets.Perhapsthey thoughtthat the supportserviceshavegrowntoo fat and neededto be toned
downa bit but I thinkthat theywenttoo far andwe are nowcleaningup the problemswe createdfor
Ourselvesin GreaterLondonhospitals.Butthingshaveimprovedin the last5-6 years.Alsothe buildings
were not refurbishedas oftenas was needed.Therewasno preventativemaintenancework in the years
gonebyethatwouldhavestoppedsomeof the rot we seetoday.Alsothe expectationsof patientsandthe
Publichavechangedand theywill not acceptanythingnotworkingproperly,so moreinvestmentis needed
to Putthingsrightthan
wouldhavebeenthe case(AgentBB)

Relationshipsand communication:
We use PASAapproved
and vettedsuppliers.In this cateringdepartmentwe havesixtysuppliersfor food,
and cleaning equipment for the kitchen (Agent AA)
PASA provides

us with basic templates for national contracts.They help to streamline tenderingprocesses
through PFI or ordinary
contracts and they are experts in contract management.They are very valuableto
us. We also buy things off national contracts that have been
vetted for quality by PASA (AgentZ)

168

The NHS to my knowledgedoes not share staff, equipmentor whatever but the nature of domestic services
Is that you get to know people as you move around and work in different

places over time. So when you are

in trouble you ring up (informally) and get help (Agent BB)
I think as in-house,we have better communicationwith the nursing staff. The domestic staff membersare
treated as part of the ward team and they are loyal to the ward staff and they help the patients(Agent BB)
We use the NHS centralised support for hospital departments.We look at trusts of similar sizes and
budgets to find out the cost of things and compare like with like in every category of service.We have the
central agenciesfor benchmarkingand the national networks like Hospital Caterers Associationand
Institutes of HealthcareManagementand other professionalbodies for support if we need them (Agent Z).

innovation:
We get a lot of representativescome here with their cleaning equipmentand they let us try them out to see
if we like them. Sometimes
we buy the good ones if we have the funds or the companiesgive them to us.
But basicallywe wait for the
representativesto give them to us free or we can forget it (Agent BB).

IMPact of in-house services:
The advantageof in-house

flexible,
be
is
have
that
the
able to
can
so
you
you
over
services
control
services

contain costs and you don't have the problem of failing contractors.There are always risks with contractors
trying to cut costs and make
profit (Agent Z).
We provide hotel
Support
flexible
in
the
trust
the
way.
more
a
services and meet
changing needs of
services provide the trust with a clean hospital environmentfrom which to operate (Agent Z)
The impact

I
have
to
For
is
in-house
I
example,
constricting.
of
rather
constraining
and
services must say

get my line manager's permissionto spend some money from my budget. I have to get HR permissionto
discipline my staff. Even though I
was trained to manage budgets and people (Agent BB).

In-houseservice
and outsourcingcompared:
When I

worked as a contract manager, I was the manager in that remit answerableto no one in the unit

0 was in

control). I managed the staff, other managersand supervisors.But in this in-house service, we
have the hierarchicallevels
(Agent
BB)
in
the
do
they
way
all
get
with managers upon managersand
When I

worked as a contract manager, we were part of a bigger team because the contractorwill have a
nuMber of contracts say in London. We had the opportunityto meet up with people on regular basis
because
we all worked for the same company, using the same manuals and doing the same routines.We
had the
same issues, problems or whatever. I felt a sense of belongingthen (Agent BB)

When I

worked as a contract manager, it was easier to borrow staff. For example if I had a particularlygood
floor team
and they had a floor problem, I could easily send them my floor team for a few days to help them.
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Getting equipmentthen was as easy as pie because
every 3-5 years a contract would finish and we could
90 and pick up equipmentwe needed and they were mostly the same as ours if not better. There was never
any shortageof equipmentthen but here in the in-houseservice, if we have no money to replace
equipment,we have to wait until we do. So many things were easier in the contractjobs. I was more In
control and felt a sense of belonging but here in the NHS you are part of a hierarchicalsystem without a say
about what goes on (Agent BB)
Contractors know the life of a contract is limited

so they have to perform or be out at the end of the contract.
When a contractorcomes in, it is like breath fresh because lot
a
of
air
a of staff that should have retired or
got somethingmore suitable to their needs years ago will go. A good contractorwill make sure that they
only take on NHS staff that are not set in their ways or have become pillars of the establishmentyou cannot
shift, trying to justify spending their days at work finding reasonswhy they should not be doing what they
know that they
should be doing. So contractors streamlinethe staff and work to earn their fees (Agent 1313)
In-house service is

rather constraining. For example, I have to get my line manager's permissionto spend
Money from my budget. I have to get HR permissionto discipline my staff. Even though I am trained to
Manage budgetsand people. If I feel I have a situation, I can follow the rules but I don't need permissionto
do my work. I cannot even suspend someone for a serious offence if I thought they
were seriously out of
Orderand that I could deal with it. You could get your hands chopped off for trying to spend capital on
Staffingor spend money earmarked for staff. Whereas in a contractjob you could move money around as
needed as long as you justify it. In-houseservice is very constrainingand constricting (Agent 1313).
When I

worked as a contract manager,I had the freedom, autonomyand flexibility to deal with my staff
according to the procedure books and company policies and everyone knew it was fair becausethat's what
the books

say and the network was fantastic so we had no problems. It would be a bit of fresh air to
Outsourcethis contract. It will bring in experiencefrom the commercialsector especially in senior
Managementand they will have more accessible rulebooksand policy manuals (SOP) (Agent BB)
8uPPort services

are the underdogsof the NHS and every time they needed to cut somethingto save
Money or balance their budgets, they cut the service and they may have pruned it so much that now it is
Very difficult to get it to an adequate level of service again. No one wants to work down here (in the lower
basement).We
are trying today to get a rapid responseteam to come and deal with all the repair work
because
some people are off sick. Support service has always been a basementjob and we are still in the
basementll (Agent 1313).

Tabulatedanalysis CharlstonMemorialHospital
below
in
Table
5.7
of
excerptsare shown
S-3.7.2
Discussion:
According to the
respondents, the in-house team won the contract for support services
and it has been rolled over ever since. There is no legal reason to outsource services
Provided it can be shown to give value for

the
Although
transport
was outsourced,
money.
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contractor went into liquidation and the service had to be rebuilt at great cost and brought
back in house. Consequently, the services managers developed aversion for outsourcing,
Which they attribute to the possible risk of contractors failing. Thus in-house service is
justified on the grounds of flexibility with making changes without added costs and control
over services without the stress and strain of managing contract relationships.

The impactof in-houseserviceis seen as havingcontrolover services,abilityto contain
costs, with the flexibility to meet the changing needs of the trust. But the system is also
deemed constraining and constricting with regards to discipline and budget spending.
Table 5.7
Structures

Management
resource

_y
Ide- o 1-0
g

Inve-stment

(CMH) Data analysis using structuration theory (Giddens, 1984)
Signification

Domination

Legitimation

is
-It working out more
in-house
as
economically
-Government agencies
help us to save money
have
no shareholder
-We
Good, clear, strong
management structure
is key to flexible working

for
show
value
-Must
money
hands
get
chopped
-Can
off for spending money
on staff
upon
-Managers
managers get in the way
getting
constraining
-Very
their permission on staff
discipline and budgets
find
new
what
out
-Must
HR
managers
procedures
has dreamt up overnight
to
allowed
not
-Managers
discipline staff without
HR permission
-Refurbishing project
lasting forever
Government
till
wait
-We

Avoid budget
deficits and
relegation

HRD
large
with
-Very
policies on everything
flout
rules
staff
-Ancillary
and regulations
have
to
tend
views
not
-1
on Government policies
to
replace
money
-No
equipment so we wait
invent
of
a
pot
-Cannot

Discipline is up
the spout

HR on side of
deadwood staff
to avoid their exit
No sharing of
ideas-isolation
Projects are
extensively
delayed

Eventhoughthere are managersupon managersthat get in the way, the emphasisis on
cost control and efficiency through frozen posts and reduced staffing levels, prolonged
refurbishment that seems to be going on forever, lack of equipment and adequate staff to
do the job. Consequently, worker absenteeism is rife, discontent and lack of commitment
to efficiency drives reign with managers
Healthcare
Even
the
deficits.
in
budget
resulting
Commissioners commented on their staff
lack
The
improvement.
for
of
shortage and need
fresh external input and their risk aversion
is
that
there
neither visible change nor
mean
innovation. Thus in-house services
remain in what Giddens (1984), calls the status quo.
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Furthermore, although there is Government funding for staff training and development,
the staff are still in the basement physically and mentally within their "psychological
contract". There are no fresh ideas from without to bring in changes in perception or make
visible ones. Consequently, although the workers are trained, they are not yet liberated
from manual to professional workers hence they remain in their "basementjobs".
The main issue here is power for the control services and
is
This
expressed
of
staff.
through flexibility to make changes favourable to the dominant coalition, with others find
_

constraining, the restriction on budget spending and the flouting of discipline by staff.
Power for control and domination has been in bureaucratic organisations since Weber's
(1904) theory of economic organisation. Organisations are political entities, where power
struggles for control and domination are rife (Clegg, 1981 and 1989; Perrow, 1986).
The power of the Human Resources (HR) managers to control services through policies,
Procedures, efficiency drives and discipline enables them to dominate budget spending
and the rules of engagement, which in turn constrain managers and workers in their daily
work. Indeed Clegg (1989:239) regards such organisational power as "irreducible" in
Sustainingand reproducing to perpetuate the same power. Thus, the formal authority

Positionof HR managersis both the mediumand outcomeof their interactionwith support
servicesmanagersand their workers(Giddens,1979; 1984).Becausethe managersand
Workersare unableto mobilisecountervailingpowerthe outcomeis seen as discontentof
Managersas workersvote with their feet throughabsenteeismand exit to distance
themselvesfrom such oppressiveworkingconditions(Goffman,1969;Fincham,1992).
The relianceof the

organisationon Governmentfundingand charitableorganisations
Makesthem vulnerablewith regardsto fundingand their annualincomeuncertain
(Pfeffer,Salancikand Lebleici,1976)This vulnerabilityand uncertaintyfurtherenhances
the powerof the HR managersto tightenthe economicbelt in the guise of efficiencydrive
and to restrictbudgetspending,thus worseningthe constraintand discontentproduced.
Consequently,the supportservicesand the organisationstrugglefor survival.This is
shown in the removalof the chief executiveand the relegationof the trust to two stars.
The servicesmanagersseem

unwillingto share powerthroughrelationalexchange.
Such relationshipswould dilute their
the
for
their
and
quest
stability
autonomy,question
Ontologicalsecurityof tenure they take for granted(Giddens,1984).They haveenacted
their own environmentof controland flexibilityto
in
budget
but
mired
make changes are
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deficits and incremental change going on forever (Weick, 1995). But relational exchange
can bring in the needed resources of investment funds, skill, fresh ideas and equipment.
Consequently there is no external investment (apart from Government funding), no fresh
ideas to nurture change and some workers have become "inflexible" to manage. There is
also a lack of support (except private ones), which further alienates managers and
workers in their daily work. This reinforces the tenets of both the IMP and resource
dependent theory (RDT) that those unwilling to manage business relationships and avoid
their ugly prisons, retain autonomy, control, stability and familiar routines but may lack
access to scarce resource and social support (Ford, 2002; Pfeffer and Salancik, 1978).
On issues of change
Most changes result from human intervention through new technology, shifts in ideology
- or struggles for the redistribution of power, which act as triggers for change (Greenwood

and Hinings, 1996; McNulty and Ferlie, 2004; Pettigrew, 1987). Consequently, change in
Complexorganisations involves power struggles, as change and control seem to be
inextricably linked together (Bachmann, 2001; Reed, 1996). Since there is no change
agent or trigger in this trust, the managers plod on in their stable, secure environment.
They exhibit uniformity
boat.
the
that
in
daily
rock
routines and avoid struggles
of conduct
There is no
to
failing
bear,
to
to
manage
contractors
risk
no alien culture cope with and no
thus the services manager remain constrained, workers absent themselves from work
and everyone has to muck in to get the job done while the HR managers rule the roost.

The HR managershave the
in
impose
to
seen
as
rules of conduct
authoritypositions
budgetspending
by
demand
discipline
expressed
compellingobedienceas
and
and staff
Weber in his model bureaucracy(Freund,1968;Weber, 1962and'1978).The majority
of
accept the imposed rules and work within them while the rest acquiesce to it but may
have different
director
the
here
in
the
services
support
outburst of
opinions as exemplified
and the complaints of constraint elicited. Consequently, in closed relationship evidenced
here, the
the
tenure
inalienable
their
cost
without
of
managers and workforce enjoy
rights
'Ofrelating to external others or dealing with interference from anyone. The motivation for
their exclusivity can
jobs
few
the
from
to
of
the
dormant
the
protect
spring
responsibility of
the majority, convenience,
inThus
in-house
operations.
appropriateness or usefulness of
house service has been
allowed to go on despite Government directives to the contrary
and the abounding evidence of outsourcing around these support services managers.
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5.3.8 Dickson Memorial Hospital (DMH) 10%
outsourced
Dickson memorial hospital is located in a run down area of London with buildings as old
as Highgate cemetery and serving a high population of immigrants. The present hospital
was formed from a leper colony of 1473, a small pox hospital built in 1848 and two
independent neighbouring hospitals added in 1866 and 1877. All three hospitals were
amalgamated in 1900 with a total of 2000 beds. However in 1946, the hospital was rebuilt
on its present site with a reduced bed capacity of 472. The current bed capacity for all
three sites is 575 with a total staff of 2068,133 of which are ancillary workers (6.4%).
The hospital focuses mainly on blood disorders like sickle cell and thalasaernias and has
a thriving women department. Many historic and listed buildings abound in the area. For
example, a listed Tudor mansion, reputed to be the home of a king's mistress, Gwynette,
is close by as well as
hearths
building
in
listed
the
and
surrounding
neo-classical
other
parks. The hospital serves the local communities of about 300,000 residents. It regards
itself as a community hospital
with limited (10%) outsourcing.
But despite its apparent handicap and location, the services managers here, who act as
agents for the trust, seem to have gone further than was the case at Charlston memorial
hospital. For example, they have kept to 10% outsourcing but have market tested
services to obtain best value for money and have accessed funds for a new hospital
building through business
relationships with a consortium of banks and contractors.
Dickson Memorial Hospital in-house
services-excerpts
Three
people were interviewed here-Agents CC, DIDand IREand their views were
triangulated
for
those
their
workers
accuracy, clarity and consistency.
with
of
5.3-8.1 Motives for in-house
services
Wedidactuallythink
five
the
but
hotel
tendered,
ago,
years
about
aboutoutsourcing when
services
was
in-houseteam
(AgentEE).
wonthecontractandsincethen,theyhavenotrevisitedoutsourcing
1IVe
, are an in-house service and we look after the housekeeping needs of the hospital, within housekeeping

departmentwe are further divided into three

EE).
(Agent
hostess
domestic,
doing
chores
parts,
porteringand

Our objective is to

ensure value for money or best value. If that includes market testing then that is the route
the trust will go down but the trust does
not necessarilysee outsourcingas the best way to get best value.
When we
market tested for hotel services, five years ago, the in-house team put in a bid and convincedthe
trust that theirs
So
the
better
in-house
NHS
they
The
contractors.
team,
are not
was a
option.
work within the
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Outsourcedelements here are the car parks and the linen services.The contractors provide on-site
operational managementof the car parks and Sunlight does linen services for us (Agent CC).
The core of our hotel services Includesdomestic
services,catering, portering,security, accommodationand
estates. They are all done in-house (Agent CC).
We have not gone down the route

of outsourcingbut we continually look at the services in terms of cost and

quality but we tend to benchmark ourselvesagainst other comparablehospitals, in terms of the work they do
and the size of beds they have, using database provided by our estates and facilities (Agent CC).
We tend to be heavily influenced by

what is happeningin the NHS as opposed to the private sector. We
develop working relationships
with other NHS agencies in terms of initiatives,objectives and targets and how
we achieve those targets and objectives, rather than going out and looking at the private sector hospitalsor
trying to adopt some of their
practices (Agent CC).

Staff training:
We havea localinitiativeherein the housekeeping
department.Our

staff are multi-taskedgenericworkers.
Basicallytheyare trainedby the trust up to NVO1
standardsto be ableto do bothdomesticand portering
chores.Thereare also hostessesand facilitiesservicesassistants(FSA).Thewardmanagerscan usethem
Whichever
way they like knowingthat theycan servebothpatientneedsand do domesticchores(AgentEE).
The facilities
is to
servicesassistantsact as a rapidresponseteamwithinthe hospital.Theirresponsibility
respondto specificporteringdutieslikegettingpatientsoff andon the ambulancesandtransportingthemto
Otherpartsof the hospital.Theyhelpthe poolof otherportersto get thejob done.The hostesseshelpto
Preparethe mealtrolleysand traysandassistin servingthe mealsto the patients.Theyplayan integralpart
on Patients'mealservicesby advisingthemon whatis availableand howto accessthings(AgentEE)
Here in

estates departmentwe don't have an army of fitters, plumbers and builders. What we have is a small
core of individualsable to respond to emergencycalls. But if say an office needs lighting, we would use
contractors to buy in what we need as opposed to using the emergencyteam (Agent CC)

Thereusedto be three
of us (cateringmanagers)but sinceone left, bothof us nowsharethe work.I am
suPPosedto work part-timebut we sharealternateweekendsso shecan get time off. Shecannotwork
SeVendays a week (Agent DD).
When

we are short staffed, which is often, I call the agency and they send me staff. Then I train them. I have
to teach them
everything about food and personal hygiene. Now we have eight staff members(five staff and
three from the agency). The
agency people don't stay long because of all the work they have to do.
In the kitchen
we have eight cooks, two from the agency but they stay two weeks and they go (Agent DD).
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Staffincentive:
No we don't have staff of the month or things like that. If a staff works well, I just thank them that's all. No
prizes and nothing else, no appreciationwe are all worker/managers,and we work, But the workers are very
helpful. If I want something done they just do it, nothing is hard for them to do for me (Agent DID)

Investmentthroughthe PFI
I think it is basically access to capital. We in the NHS don't have the funds to

construct buildingsso we have
to go out and seek partners to help us but it is purely a financial partnership(Agent CC).

The Government
was not preparedto fundthe buildingso therewas no otheroption,sincewe did not have
the funds.The moneyhasto comefromsomewhereand if the Governmentprovidedit, it wouldpotentially
mean an increase in taxes. That is why the Governmentset up the PFI scheme (Agent CC).
We are using the PFI for the

is
building
hospital.
It
is
the
to
the
very good although
new extension

extensively delayed and late but when it does come on it will be good for us (Agent EE).
Our contractors,Burgess, will build and maintain but not managethe new building for the duration of about
thirty years. They have to guarantee the buildingwhen they hand it over to us so they keep a tight rein on the
upkeep throughoutthe period when they have control of it. But in the mean time as we use the building to
transport patients, if we damage anything in any way, we will get a bill for it (Agent CC).
We serve cook-chill because

We
for
have
don't
have
kitchens
for
to
the
staff.
only
patients
proper
cook
we

vending machines here for drinks and technicianscome to fill them up and collect the money (Agent DID)
All the staff
DID)
(Agent
free
No
10%
but
food.
discount
for
they
eats
one
get
catering staff
pay
on meals

Relationshipsand communication
We have
a strong working relationshipwith all our contractors.Crown Foods, supplies our cook-chill meals.
There is flexibility
CC)
(Agent
issues
discuss
to
the
settle
and
within
contracts and we meet regularly
We visit Crown Foods'

sites and do regular food tasting there. We also monitor them through patients'
questionnaires.Crown Foods' people also do their own monitoringwhen they visit monthly. We tend to pool
data from both
our visits and patients surveys to monitor our contractors.We are satisfied with their services
and regard them as stakeholders(Agent CC).

We will havean

operationalworkingrelationshipwith the staffof Burgess,whenthey completethe new
building.Becauseit is bolted
CC)
it
(Agent
but
building,
the contractorswill maintain not manage
onto an old

-

We have

about ten suppliers for the catering. They supply different things. The store (Procurement)manager

checks them as PASA approved, to make sure they are safe (Agent DID)
There are

no hospitals we share things with. We just cook for the restaurantthat's all (Agent DID)
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innovation:
No we have not cooked anything

new this year but the new menu will be out soon then we will know if there
are changes to the menu. We cook accordingto menu, nothing special and no one complains(Agent DID)

The impactof hotel services:
In a nutshellwe basically contribute to the

continuedcomfort and well-being of the patients in their journey
through the hospital, starting from when they come in to when they leave. Our departmentimpactson the
Patients'journey, transporting them to wards and clinics and helpingwith the services they receive in terms
of comfort, cleanlinessand dietary needs while they are here. We work towards the Government'sdirectives,
like every other hospital, on health plans. So
our impact is on the environmentalinfluencewe have as part of
the NHS Plan on the patients' experience on the stages of theirjourney through the hospital (Agent EE)
We basicallyhelp to keep the hospital
environmentclean. Cleaning is one of the main things on the patients'
views of the National Health Plan that all hospitals must adhere to. When the new building comes on stream,
Wewill be doing the day-to-day cleaning. The contractorswill be in charge of maintaining it but we will
manage and help to keep it clean as part of the hospital environment(Agent EE).
At the moment the ward

managers manage the domesticswho work on their wards. They are flexible in the
duties they perform for the wards, doing both domestic and other duties, to help out on the wards and
improve the
patients' experience through the hospital. But hotel services, as a whole is moving on. I think
that the boundariesbetween
clinical and hotel services will reduce. As time goes on we will see more

allthority and autonomy devolved to them (as professionalsin hotel and clinical services) (Agent CC).
Last year

we had three stars but this year, we are down to two stars because we did not meet some of the

national criteria, which includes cleaning, housekeepingand patients' views of their experiencethrough the
hospitals (Agent EE).

-5.3-8.2 Discussion
This trust
managers said that they thought about outsourcing support services but the inhouse team
won the initial contract tendered and it has been rolled over ever since. Again
there is no
obligation to outsource services as long as the services managers can show
that they
give value for money in the use of human and material resources. The services
Managers claim that they do not see outsourcing as the route to that. However the main
eMphasis here is on control over services and flexibility of staff as generic workers to
Meet the changing needs of patients in their journey through the hospital. There is a
reaching out for financial partnership through the PFI for
to
contractors construct a new
building
since the Government was not going to fund it and they did not have the funds.
The managers
also use market exchange to buy in resources needed for maintenance
work. Consequently, these services managers have limited
PFI
the
with
partnership
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contractors while using market exchange, where they control the goods and services
purchased at prices they are willing to pay, for services they are unable to provide inbouse. Thus, the services managers at this trust economise to minimize total transaction
Costs by internalising operations when transaction costs are high and using market
exchange to purchase resources when production cost is high (Williamson, 1975,1996).
They also enact their own stable environment by doing most of their business in-house
without external interference, distraction or competition (Weick 1995; Czarniawska, 1992).
They enjoy autonomy of control and stability with familiar routines and independence from
external others and so avoid the risk of managing contract relationships. Thus they realise
their expectation of in-house services and avoid the needless disruption and complexity of
change. Inter-dependent and collaborative conditions of relational exchange are shunned
and avoided. Consequently there are no power struggles and no meaningful change seen
(except the new building, with extensively delayed completion date).

In-houseservicesconservejobs for the workers.From Governmentfunding,workersare
trained to genericworkersbut are underthe controland dictatesof ward managerto use
them as seenfit. The expansionof work throughgenericduties resultsin overworkas
seen in the worker/managerswho man the tills, do the chore and manageothersin the
same shift. Consequently,staff membersremainoverworkedand constrainedmanual
workers,most of who do not stay long. There is no evidenceof their professionalism,
Motivationalincentivesor liberationfrom "manualchores".Thus, these in-houseservices
workers retain their jobs and privileges of tenure but are not liberated from manual labour.
The lack of input form
investment
is
there
that
and projects
no
external sources means
are extensively delayed, there is no exchange or sharing of ideas, no learning and no
innovation

in
bureaucratic
blame
the
complex
seen
and
culture of
and risk avoidance

Organisationsremains.Consequently,the managersare contentto work in their enacted,
stable and predictableenvironment,givingvaluefor money,where they attemptto
achievemaximumefficiencyor value for moneywith minimumresourcesas seen in the
Useof agencystaff and genericworkers.They too have been relegatedto two stars.
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Table 5.8 Summary
of key motives for outsourcing in
NHS -trust Motives for
Themes elicited
outsourcing
Charlston
to
Legitimate
control
control
-Flexibility
Memorial services and costs
Value for money
Hospital
to
Relationship
(with
make
-Ability
changes without
charitable
added costs
organisations)
UIckson
(outsourcing
Legitimate
control
-inertia
Memorial not revisited
or seen Limited relationship
Hospital
Value for money
as route to value for
Inve.,
mone

10% outsourced NHS trusts
Theories in use
Bureaucratic control
TCE (search for efficiency)
IM (relationships)
Bureaucratic control
IM (relationship)
TCE (search for efficiency
th market mechanism)

5.3.9 Research Question:
How do the key peopleinvolvedin the hotel
servicesoutsourcingrelationshipsstructure
their experiences?
Having analysed the

motives for services outsourcing from the excerpts of those directly
involved in outsourcing
relationships and elicited the relevant themes from the eight NHS
trusts investigated, how does this
analysis answer the research question posed?
5.3.10

Research question answered

From the foregoing
analysis,these key peopleinvolvedin outsourcingrelationshipsand
in-houseservices
structuretheir experiencesin terms of their contextof operation,locales
or the NHStrusts where they work and the contentof their dailywork. The contentof their
Workencompassesjobs, work situationsand workingconditionsthey find themselvesin.
These structures
reflectthe significance,essence,meaningor importancethey attachto
their daily interaction
feature
Some
structures
with contractors,stakeholdersand others.
as satisfaction,fulfilmentor lack of contentmentfrom workingrelationshipsthat depict a
sense of belonging,constraintor alienation.
For example,the
respondentsframedtheir responseswith referenceto their localesor
hospitaltrust (context) in these
as
excerpts:

We believe that

contract services provide the trust with value for money (Agent B)
In this trust,
you have trained staff (Agent A)
This is
what a hospital should look like-clean, airy, roomy and with privacy for patients (Agent C)
We are
an aggressiveteam of professionals,here to save this NHS trust money (Agent G)
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Others framed their responses and

experiences in terms of the significance, essencel

meaning, benefits or importance they attach to the content of their work. From these
responses themes such as relationships and reputation are elicited. For example:
Relationships
Good teamwork is all about

relationshipsand how you work well with people not discipline(Agent 1)
We networkwith other NHS trusts to learn best
practice and know what others are actually doing and to
know who is who in purchasing(Agent F)
We use PASA approved suppliers to
ensure that our productsare of the highest quality (Agent A)
We have good relationship
with all our contractors.It is importantthat we maintain good relationswith them
because we depend on them for
services to continue (Agent K)
Reputation:
Before we becameAreno,

we were associatedwith reputable hotel chains that everyone knows and
recOgnises,everywhere,massive reputation.We are in all the countries around the world. We would not
supply services to clients who have been in the news in the past two years. Money is not everything,our
reputation is more important (Agents F and M)

Other themesframed are efficiency(as valuefor moneyor relieffrom distractionsallowing
them to focus on core functions),investments,staff training,innovation,learning,power
and control,externalities,trust, commitmentand loyaltyor ownershipof duty, community
care for local relevanceor legitimacyand staff retention.Thesethemesare discussed,
comparedand contrastedbelowwith referenceto the contextof the respondents.
A third group

of respondentsstructuretheir experienceby comparingtheir periodsin the
NHS with their lived
For
in
jobs.
examplesome said:
commercial
contract
experiences

The contractorstrain the

ancillary staff workers better. The NHS did not train ancillary staff because they
were regardedas the bottom of the pile and there was no point in training them (Agent E)

WhenI worked
as a contractmanager,I was in control,managingstaffand supervisors.I felt a senseof
belongingbut in this in-house
1313)
(Agent
in
the
that
there
way
get
service
are managersuponmanagers
Assured

makes investments here but in the NHS, there was no equipment and we were always waiting for
things to come
and sometimes they never came because they said they were short of money (Agent X)

A fourth group

relatetheir experiencesto a longingfor a betterfuture, anticipatingthe
freedomto
operateas a businessmakinglegallybindingagreements.For example:
We will

never be autonomous.There will always be an aspect of Government in the shadows telling us what
we should be doing but with foundation status, we
can go out and borrow double the money that
Government
can give us. We will be able to see healthcareas a business and run it successfully(Agent 1).
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Foundationstatus would

raise our financial freedom to be able to look at different ways of doing things on a

better financial footing and

get a bit more independencefrom the Strategic Health Commissioners(Agent R)

Others structuretheir experiencein terms of personalachievement in terms of future
or
expectations.For example:
I usedto bea cleaner
butPremier
(Agent
trained
T)
meinnightschoolandnowI manage
othercleaners
WelooktothesoftFMcontractors
forinnovation
infoodandservices
(AgentR)
As Wresult of their varied experiences, different history their locales
of
of operation and the
varied lengths of their tenure, there is a multiplicity and duplication of structures grouped
as themes for ease of discussing their differences, commonalities and contradictions.
In sum the themes elicited arose from

context of operation or locales, content of working
relationships and interactions, comparison between private and public sector jobs, a
longing for a better future freed from
constraints and liberated from domination, personal
achievement since outsourcing or future expectations.

The discussionnow turns to comparing
and contrastingthemesin their contradictions.
A Comparativeanalysisof the motivesfor outsourcingwith outcomesfor each of the eight
categoriesinvestigatedis presentedin (Table5.10).The combinedanalysisof elicited
themes is tabulatedin (Tables16a-16c) at the end of the chapter.
5.3.11Comparative discussion on motives for outsourcing
The comparative
from
for
diverse
ranging
and varied
motives outsourcingelicitedwere
the flexibilityto controlcosts, show value for moneyas in-houseor outsourcedoperations
throughto the need to focus on healthcare,
functions.
burdensome
non-core
outsourcing
The needfor
a continuous,reliable,uninterruptedguaranteedservicesand ancillarystaff
recruitmentand retentionwere also major motivesfor outsourcingsupportservices.Thus
these motivesfor outsourcingsare the needsservices
providersmust meetto earn their
contractprice (Ford,2002:55). Someobserversnote that servicesoutsourcingis
essentially contracting for results be they reliable, continuous and uninterrupted service, a
More efficient way of cost containment or indeed value for money spent (Cross, 1995; Fill
and Visser, 2000; Peisch, 1995:32). Hence where the opportunity or means for obtaining
Such results are lacking internally, organisations will outsource to access resources they
need. From (Table 5.10 below), all the support services managers perceived that their
NHS trusts achieved their

outsourcing objectives and more. This confirms the essence of
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Table5.10

Combinedcomparativemotivesfor servicesoutsourcingwith outcomes

NHS

Motives for

Trust

Outsourcing

Theresa
Hospital
100%

To concentrateall
serviceson one site
(ultimately)

Outsourcing outcomes through agency

business
operates
as
a
on one site, using
-Now
servicescontractor investments
legally
binding
to
make
agreements
-Enabled
is
in
food
and services enhanced
-Patients' choice
facilities
into
liberated
new
-Ancillary workers
Helina
Lack of managerial skill -Contractorsadvice managerson mattersof
Hospital
expertiseand experience commercial interest such as current PFI plans
100%
for
facilities
money
value
manager
gain
-Help
Karena
funds
Ancillary personnel
-Achieved aim of outsourcing and raises
Hospital
recruitment and retention from innovative new canteenand cafd.
75%
help
ideas
investments
problems
support
and
-Contractor's
servicesmanagersachieve their goals.
has
improved
staff
-Professionalismof ancillary
the image and statusof support services
Victoria
from
innovative
funds
To a gain reliable
aim
gets
plus
-Achieved
And
un-interrupted support
new caf6s.Contractor investmentsand staff
County
for
training
services,guaranteed
money
are perceivedas value
Hospitals
into
liberated
professionalsand
-Ancillary staff
75%
facilities
into
they own and
new
managers
manage
Featherstone Relieve a troublesome
healthcare
to
on
-Able concentrate
Hospital
food
in
function
to
services
and
non-core
choices
patients
-Enhanced
50%
floors
in
to
and
relieve
new
concentrateon
cleaning
-Innovation
healthcare
feet.
Legitimacy
enhanced
aching
interest
from
groups
special
-Freed
Reinhard
innovation
in
Ancillary staff
-Achieved outsourcing aim with
Hospital
investments
food
make
recruitment and retention
and services-Contractor
50%
for
dinning
better
facility
staff, patients
possible
problems
and guests.
to
workers
professionals
of
manual
-Liberation
Charlston
to
cautious
outsourcing,
now
unsuccessful
-Need retain control
-Previous
Memorial
having
losing
to
of service quality and
and
rebuild
of
control
-Fear
10%
hence
from
costs
risk averse
services
scratch
delayed
Jo make changes
(refurbishments)
are
-Capital projects
without addedcosts
Dickson
Inertia (outsourcing not
in-house
then
team
since
won
contract,
-Initially
Memorial
seenas route to achieve outsourcingnot re-visited. Only needsto show
10%
value for money)
value for money in support services
funds)
building
(access
to
-Limited relationship as
delayed
extensively
-Capital projects are
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services outsourcing as contracting for results. The findings also reinforce the central
premise of the resource-based theories that organisations lacking in resources can
access them from the external environment (outsourcing) to meet their internal needs or
build capabilities for competitive advantage (Helfat and Peteraf, 2003; Teece et al., 1997).

Support
servicesoutsourcing,was perceivedby some respondents,as a cleanup
ý
exercise of previous cost cutting measures and lack of investment in non-core functions
like ancillary services. For example agents said:
YOUhave to recognisewhat your core business is. Our core business is healthcare,not cooking,catering,
cleaning or building. So there is a balance as to what resourcesare put into non-core business(Agent R)
The NHS did not invest

money in support services, instead money was taken away to run other more
important services so now that they need cleaners to keep hospitals clean and proper meals for patients,
the support services have come to the aid of the hospitals (Agent E)
Support serviceswere the underdogs of the NHS and any time they needed to cut somethingto save
Money or balance their budget, they cut the services and they may have pruned it so much that it is now
difficult to get it back to an adequate level of service. Now all of us in the Greater London area are cleaning
UPProblemswe created for ourselves (Agent BB)

In the past 10-15years,
The
hospitals
from
domestic,
taken
services.
portering
catering
and
moneywas
had to balancetheir budgets they took
because
had
they
from
maybe
which
supportservices
money
and
agrowntoo fat" and
far.
Alsothe
too
but
I
down
little
bit
think
they
be
that
toned
to
much
went
a
needed
buildingswere
yearsago
not refurbishedas oftenas was needed.Therewas no preventivemaintenance
that shouldhavestoppedthe rot. Thingsare betternowbut muchdamagewas doneto the servicesand
now we must live with it (Agent BB)

These statements
"undo
is
NHS
to
trying
literature
the
in
the
that
the
argument
confirm
twentyyears of downwardpressureon facilitiesbudget"by accessingvendorinvestments
to complementin-houseresources(Moore,2007).On the other hand, observersnote the
unprecedentedinvestmentsthe Governmenthas made in recenttimes to counteractthe
effects of this under-funding (Carlisle, 2007; Eaton, 2007; Kaletsky, 2008; Watson, 2006).

Some agentsacknowledgedthe vital
role of supportservicesin supportingthe core
functionof hospitals-healthcare
with its liberatingeffect on some managersand workers.
These

contractorshave invested a lot of money in equipment and personnel here. Support servicesmust
continue or the hospitals will grind to a halt (Agent K)
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The contractors have also managed to let the public know how importantthe

support servicesare.
Hospitals are usually thought
of as doctors and nurses, but without the support services, hospitalscould not
function. The support services are critical to this trust (Agent 1)

This is more investmentthan I have seen in the thirty years I have been here. At least we have come up
from that hole in the ground called an office. I was there for thirty years (Agent K)

These statementsreinforcethe observationsmade by othersthat supportservicesand
their staff are key playersin professionalsettings,enablingothersto focus on their
specialities,wheretheir skills and knowledgeadd value (Moore,2007; Sveiby,1997).
Thus this studybuilds on to complementpreviouswork in supportservicesoutsourcing
and the resource-basedtheoriesbut with a focus on its liberatingeffectson workers.
However the central

in-house
them
to
or
retain
motive of whether outsource services

- stems from what Freund (1968) calls the dialectics of appropriation based on monopoly or
competition, which others call the "paradox of consequences" (Dunne, 2006; Greenwood,
2002). Managers are inundated and confronted daily with a plurality of conflicting goals,
values and choices. They have a duty of care to workers, consideration for the dominant
Coalitionand personal views from lived experiences, custom, knowledge and training.
COrlsequentlymanagers
like
daily
monopoly
prioritise
choices against conflicting views

Powerto controlresources(in-house)againstrelationalpowersharing(partnership)for
cOMpetitiveadvantage(outsourcing).
Some choosebetween
contractsthat deal with future rightsand responsibilities,conduct
and expectation(Freund,1968)againstauthorityrule of compellingconformityfor control
and dominationand the punishmentof disobedience(Weber,1962and 1978).Thus the
choiceto outsourceservicesis neithersimplenor easy but dependson balancingcontrol
with collaboration,interdependencewith monopoly,closedversusopen relationships,
Voluntaryunion of self interestversus relationshipsof mutualbenefit.These choicesare
based on
expediency,past experience,convenience,appropriateness,usefulness,cost
versus benefits,meaning,suitabilityto needsagainstthe dictatesof the dominant
coalitionand the courageof decisionmakers.Thus the expressedmotivesrecordedhere
are the culmination of all that went before to make the choices for either decision.
The analysis

now turns to unravel the consequences of services outsourcing grouped as

themes.

184

5.4.

Efficiency theme

5.4.1 Introduction
All the managers investigated in the eight NHS trusts
expressed the need to show value
for money, control total costs what I collectively interpret
or
as efficiency (Table 5.11
below). For example:
Manyyearsago,outsourcing
wasmainlyforcostcontrolbutnowit is bestvalueformoneyor bestprovider.
Costcontrolnowis imperative
in outsourced
We(contractors)
services.
givevalueformoney(AgentA)

When we tendered the service,

we looked at costs and expertise(Agent F)
We are here to save them
money and that is the bottom line (Agent G)
We outsourcedfor two
reasons-cost savings and better ancillary staff retention (Agent 1)
We Outsourcedservices to
save money, managing people is costly, I know (Agent K)
We save them lots of
money. Employingone contractorwith the knowledge of all the experts within one
massive organisationis more economicalfor them. They save on consulting fees, tendering fees, raw
Material, food and labour costs. There is a lot of savings (Agent 0).

From the in-house operators, the managers said:
In-house service is

working out more economicallyfor us becausecontractors have to cut costs to increase
their profits but we have no shareholdersto pay dividends (Agent AA)
With in-house
services, we can contain costs and have the flexibility to make changes without added costs
(Agent Z)
The objective of in-house
service is to ensure value for money (Agent CC)

From these excerpts,
for
theme
moneyeither
value
a common
was cost savingsor
throughmanagingpeople,employinga singlecontractorwith all the expertisein one
Massive organisation to use scale economies to contain costs or aggressive cost cutting to
benefit the bottom line. However these
observations contradict the argument of some
critiques of services outsourcing "as purely an obsession with market driven policies" since
the expected cost savings has not materialised. Cost
for
is
the
purpose
saving regarded as

servicesoutsourcingwhile value for moneyreflectsthe level of risk transferredto vendors
and the resultantconsistencyachievedin serviceprovision(Rodneyand Gallimore,2002;
Moore,2007).Respondents'statements
agreewith the literatureon servicesoutsourcing,
where hiddencosts and the inabilityto properlymeasurecosts make it difficultto realise
cost savings.Value for money reflectshiddenrewardslike freedomfrom distractionto
focus on core activityor relief from
personnelissuesthat compensatefor disappointment.
The in-houseoperatorsalso
achievedtheir expectedcontrolover servicesand the
flexibilityto makechangesto
serviceswithoutaddedcosts. For them the containmentof
fear of loss of controland havingto
rebuildserviceswas evidenceof valuefor money.
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Furthermore, there is bundling through services outsourcing. Bundling is regarded as
procuring within one service contract, those services that would have been tendered
separately (Rodney and Gallimore, 2002:53). The purpose of bundling is to increase the
use of scale economies to encourage innovation and make services outsourcing attractive
to a diversity of vendors. Thus through services outsouicing some NHS trusts can use one

massiveorganisationto tenderfor manyservicesallowingthem to pay one contractprice
and so save costs, manage budgets and encourage innovation in food and services. For
example, some trusts capped all their services and transferred all risks to the contractors
while some combined real estate management with hotel services in one contract price.
The theme of efficiency (cost saving) or what Williamson (1975,1996) calls economising is
central to transaction cost economics (TCE). Support services were outsourced because
internal production was deemed costly, inefficient and ineffective (Boyne, 2002), resulting
in huge deficits (Dobson, 2006). The health service has tried market mechanism and found
it unworkable hence the
The
theme
hybrid
of
relationship.
structure of contract
present
efficiency and the resultant provider specific investments to mitigate possible opportunistic
self-interest are in keeping with the economising tenet of transaction cost economics.
Consequently outsourcing and in-house operations aim to economise on transaction costs
through different routes. But the findings of this study go beyond the purpose of TCE to
add value through more risk transfers to vendors or bundling as in total outsourcing. This

contradictsthe critiquesof TCE that it is only focusedon economisingwhile neglectingthe
value addingaspectsof transaction(Huntand Morgan,1996;Zajac and Olsen, 1993).
Thus througheconomisingon transactioncostsand addingvalue to servicesofferingsthe
findingsof this small study adds weightto both sides of the TCE debate.
-5-4.2 Examples of commonalities
Efficiency theme could be inferred as common to all the trusts studied. All the services
Managers in the outsourced concerns reported that all their ancillary workers were sold by
their trusts to the contractors to save money. Furthermore, their pensions and allowances
Were frozen since they could not be transferred but they hope for compensation from the
Government for their losses. They

by
trusts
their
not employing
money
also said
save

accountantsto pay ancillarystaff wages, pensions,allowancesand benefits.
All the trusts reported networking
to
Logistics
NHS
PASA,
Government
or
with
agencies,
save money. These issues were common in all the outsourced services. For example:
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PASA providesus with basic templates for

nationalcontracts.They help to streamlineour tendering process
because they have expertise in contract
management.They are valuable in saving us money (Agents F, Z).
The trust now has more freedom to save money. There are

no accountantsto employ to pay the wages of
400 ancillary staff. No worries about personnelmatters or staff disciplinary
measures (AgentA)

We networkwith agencies like PASA, they

save us lots of money (Agents A, F, K, Z, CC).

We retain Governmentagencies like PASA

and the suppliers they approve because they save us money
(Agents A, B) and because they are more competitive(Agent F).

Outsourcingprovides us with economies of scale. Being a small firm it is best to become part of a bigger
concern. We also gain by not having to train ancillary staff, manage them or pay for them to keep up with
knowledgeand technology (Agent R)
Having all our services

provided in one place (by contractors)is much cheaper than transferring patients
around eight hospitals on a daily basis (Agents C, D).
There is a marked
price difference with the contractors,we know (Agents 1,K).

5.4.3. Different routes to efficiency gains
Although all the managers were at pains to stress that their in-house or outsourced
services were value for money, their routes chosen to attain it differed. For example:

For the in-houseconcerns
With in-house

to
have
flexibility
to
the
services,
make changeswithout added
able
contain
costs
we
are
and
cOsts(Agent Z)
The objective in-house
of
service is to ensure value for money. The trust does not see outsourcingas the best
way to get value for money (Agent CC)

-

But from the outsourcedservicescame these comments:
Outsourcing

provides us with economies of scale. We also outsource our own services to generate revenue
to offset
our costs. Our waste disposal is also outsourcedto save on costs and do it in an environmentally
friendly
way. We also burn waste for energy so there is efficiency all round (Agent R)
We undoubtedly
save them on labour and food costs. They don't have to worry about personnel issues, and
don't have to
source anything for us we exceed their expectation(Agent M)
VVeOutsourced
services for economic and operational advantages.Companiesare in the businessof
making money but firms also have to be as effective they
can with a long-term view to serve the needs of
as
their customers through better tendering
and world-wide contacts of knowing who is who in purchasingand
dialogue with others to learn best
practice that we can apply here to get value for money (Agent F).
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From the foregoing the two in-house concerns in
support services seem to concentrate on
productivity or cost saving. As agents for hotel services in their trusts, they seek best value
for the money spent by using less workers to do the job
while "everyone mucks in to get it
done" (agent 1313)
or "supplement the workforce with temporary staff' (agents BB and DID).
But in the other six outsourced services the

contractors are perceived (Agents 1,M, V and

X), to have added value to their
clients' offering through better customer service, revenue
generation to offset costs and more areas for cost savings like cheaper raw material from
an international network of relationships (agents A, F, M, S and X), contractor scale
economies and applied best practice (agents F and G) to become more effective. Thus
these six outsourced support services managers seem more
effective and efficient judging
by the bundle of benefits they perceive to have gained through
outsourcing. The services
contractors are said to exceed their clients' expectations (agents 1,K, M and X).
And the clients were satisfied with their services as shown by these excerpts:
They would not have

renewed our contracts if they were not satisfiedwith our services (Agent H and L)
We transferreda lot
of risk to them and they procure all our services within one contract price. They come up
With ideas to help us achieve our goals and objectives and we are satisfied with them (Agents I and K)

While in-house
operationscan minimizetotal transactioncosts throughefficientsystemof
reWardand punishmentthat mitigateemployeeopportunism,they also save outsourcing
Costsof searching,negotiating,coordinating,monitoringand deliveringhotel services.
But outsourced
servicesbenefitfrom intangiblerewardslike savingsin time, effort and
risk bearing,increasedfocus on core competence(agentR), contractorrelationshipsand
innovation(agentsF, G, 1,M
and X) as valuableresources.These benefitssuggestthat
Outsourcingis more meaningfuland effectivethan efficiencyconsiderationsalone.Thus
Operationalefficiencymeansdifferentthingsto differentmanagersas shownby different
languagein
use from value for moneyor best providerto operationaladvantages.
In-houseoperations
also conservemanagerialjobs that will otherwisebe lost to services
providers.It allowssuppliesdepartmentand other departmentalmanagersto exchange
reciprocityfor distortingprocurementdecisionsin favour of internalsupply.What is more
in-houseoperations
promoteconvergentexpectations,easierto managethroughexisting
hierarchical
controlthat attenuatesthe uncertaintyof interdependentpartieswith private
motives,agendasand differentways of operating(Williamson,1975).Consequently,the
in-house
operators,insulatetheir sunk costs in facilities,processesand programsagainst
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displacement and enjoy the flexibility of making changes to suit internal operations without
added costs or interference from external others. Support services managers keep their
jobs and focus on controlling total costs. Thus, for these
reasons some support services
may choose to keep their hotel services in-house rather than outsource them. Hence in
their pursuit of efficiency gains or cost savings there can be hidden benefits for both the
in-house and outsourced concerns to balance non-attainment

of cost saving or non-trying.

The six outsourced services benefit through contractor
scale economies and paying one
fixed price despite seasonal variations (agents R, E, 1,M, 0, S, and X). Furthermore, the
relationship of facilities managers with commercial contractors has enabled some gain
advice or insight into disposing many properties on prime sites that were previously left to
weeds and squirrels. For example, Theresa hospital, disposed of its property in Edgware
road that previously housed few elderly psychiatric patients raising funds to augment its
bank balance in preparation for foundation status. Without the
aid or central management
Of their contractor, those patients will still be there rather than at Chertsey and there will
be no new flats built on that site. Consequently, some NHS trusts have become adept at
disposing dormant functions to raise funds
(Jennings,
2002).
total
their
costs
reduce
and
Some support services

functions
like
benefit
from
troublesome
managers
outsourcing

hotel services

where they acknowledge lack of expertise in cooking, cleaning and feeding
Patients (agents N and R) and so avoid frequent disruptive industrial actions by ancillary
workers due to low wages or bad working conditions (Shifrin, 2005; Smith, 2002). Thus,
Some teaching hospitals can now focus on their core activities and research to gain
competitive edge in medical expertise, create value for their patients and so become
More efficient while contractors provide support services where they are specialists.
Consequently while in-house

services managers operate in a more stable and predictable

services environment (agents Y, Z, AA and CC) the outsourced managers achieve varied
benefits (agents C, D, E, 1,J, N, R
and W) irrespective of efficiency gains or cost savings.

Examplesof contradictions(as
opposedto differences)
Althoughthe in-house
operatorsperceivedthe attainmentof value for moneyin their
Operation(agents Z, AA and CC), some of their managers felt constrained, not in control of
their departments, alienated
and frustrated (agent BB and DD). They did not have enough
staff to do the work because they were "not allowed to spend money on permanent staff
and could not invent a pot of money to do things" to help their meagre staffing levels
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<Agent BB). Furthermore there was human misery of unemployment, stress related
*Vroblems and retrenchment due to constant workforce streamlining to reduce costs.
ýObservers call these inherent
contradictions the "paradox of consequences" (Dunne, 2006;
qCreenwood, 2002; Sherwell, 2005; White, 2002), where efficiency gains that should make
jepartments like support services more
stable and smooth running leads to human misery.
,
for example: The facilities
manager at Dickson memorial claim to liase with Heathrow
to learn how they operate and that his department was running smoothly, managers
Oirport
.
Zould engage staff to help them do the work. But these claims were not evident at this
1"OsPitalas shown by the comments of agent DD, who was recalled from retirement to

fnanage,serve at tables and man the tills becausethere was not enoughstaff to do the job
properly.She could count and nameall her eight staff memberson her fingerslThey had
V cater for the whole hospitalserving800 mealsper day. For exampleone agent said:
fhe objective of in-house
service is to ensure value for money.The trust does not see outsourcingas the best
vvayto get value for money (Agent CC)
We have an opportunityto

work with the private sector. We have been to Heathrow airport to look at their

cleaning regime and catering since airports are like hospitalsworking to provide services 24/7. We went to
Omilar establishmentsto
see what they are doing and if there are any lessons to be leant (Agent CC)

In
contradiction
to this assertion,the cateringmanager,said:
-don't
have
kitchens
to cook for the patients.They all eat cookchill meals and nobody complains.
proper
-_VVe
Of us are like work managers. Sometimeswe get agency staff but they don't stay long (Agent DID).
-'rwO

On the issueof
*u

staff incentivesshe said

Must be joking, when we get good staff and they work hard, we just thank them that's all. The staff

rnernbershere pay for their meals just like anybody else. No appreciation,that's what I say (Agent DID)

At the otherin-house
service,the Directorof servicessaid:
With in-house

services, we are able to contain costs and have the flexibility to make changes without added

costs (Agent Z)

But Agent BB from the
When I

same hospitalsaid:

worked as a contract manager, I was the manager in that remit, not answerable to anyone. I
managed all the staff, managers and supervisors (in
complete control). But here (in-house service)we have
managers upon managers and they do
get in the way. There is no sense of belonging as in the contractjob.
There was

never any shortage of equipment then becausewhen one contract ended we shared the

equipment and they always fitted in

with ours because it was the same contractor. Here if we have no money
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to replace equipmentwe have to wait. We cannot invent a pot of money to do things so we wait sometimes
for ever for repairs. In the contract job I felt more in control and had more say in my departmentbut not so
Mere.You can get your hands chopped off for spendingmoney from your own budget without permission
from your line manager. It is very constraining(agent 1313)

The issue of overworkand lack of investmentare evidentas agent BB commentedthat:
"they couldget their handschoppedoff for spendingmoneyon staff'. This contradictsthe
views of their bosseswith respectto their departmentsbeing more economicaland
runningmoresmoothly,perhapsat the expenseof their workers.
However,"as long as you can showthat the trust is givingvalue for moneyfor services",
discretionaryallowancewill be paid and the star-ratinghelpsto increasethe amount
_the
gained (agentsB, E, F, G, M, BB and CC). Consequently,manyservicesmanagersuse
the mantraof "valuefor moneyor best value"to anchorconsensusfor action,explainthe
paradoxof their situationor non-attainmentof the elusiveefficiencygains expected.
Another contradictionwas the assertionby in-housemanagers(agentsZ and AA) that
their departmentwas runningsmoothlyand moreeconomically.My observationwas that
the departmentswere chaotic,un-keptand workersoverworkedeven by NHS standards.
Furthermoreagent BB, with commercialexperience,longedfor the contractorsto come
to her department(perhapsthroughoutsourcing)and bring in "a breathof fresh air" by
streamliningthe "deadwood"staff who mill aboutdoing nothingand get paidfor doing so.
Perhapsshe echoedthe joy of agent E who had the contractorsdo just that in her
departmenthenceadvisedsupportservicesmanagersto spendtime with privateconcerns
100pen their
For
based
broader
(gain
example:
services.
eyes"
experience)on managing
It is far

more difficult to change things when it has always been in-house but if we are dragged through the
change once, it is less difficult next time. When a contractorcomes in it is like a breath of fresh air becausea
lot Ofthe
A
for
their
have
that
will
go.
years
ago
needs
staff
should
retired or got something more suitable
good contractorwill make sure they take on only the good staff from the NHS and get rid of all the
"deadwood"
BB)
(Agent
Working
for
flexible
more
manageable
staff.
contractors, staff are more
and much

Another

outsourced concern manager confirmed that:

Things

are done more professionallythan before. The staff realise that YOUcannot have people hanging
around doing nothing while you pay them for it. Contractwork is
A
lot
of people
experience.
useful
very
working in the NHS should also go and work in the
E)
(Agent
help
their
to
eyes
open
commercial sector
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Thus a contradiction exists where experienced
managers are recruited from the private
sector into in-house concerns constraining and frustrating them by not allowing them to
use their knowledge, management skills and experience to benefit their departments.
It was interesting to note that agent AA asserted that contractors
are able to cut costs to
increase their profits yet in her department, with six
commercially trained managers but
working in an in-house concern, they could not overtly reduce costs to benefit the
department or engage more staff to reduce the stress of other workers. Perhaps they did
and had the funds invested else where to their detriment (subject of another study)l
5.4.4 Explaining the contradictions
Structuration theory (Giddens, 1973; 1979:193) identifies three main areas for these
contradictions. Firstly where sectional interest is represented as the universal one as in
maintaining in-house services or attaining legitimacy through representing dominant
interest, seen here as the need for flexibility to
control service level and make changes
Without added costs. Perhaps this is a case of in-house operations and their departmental
managers and directors, distorting procurement decisions in favour of internal supply
either to preserve their jobs or as reciprocal favour for other career advancement or both.
Furthermore in-house operators can
insulate
their sunk
funds
to
always move
around
costs and protect their departments and pet projects from displacement and interference
from external others. Thus managers keep their jobs

and the status quo reigns.

Secondly,maintainingresourceasymmetryfor the purposeof controland domination.
Here the departmental
managershave no powerto spendtheir budgetor employ
Permanentstaff withoutapprovalfrom their dominantline bossesthat controlboth the
financialand humanresources.As stated
insulate
to
if
funds
are alreadyearmarked
above
sunk costs,it is not availablefor departmentalmanagersto spendon staff or equipment.
Financialcontrolis a source of powerfor domination.Humannatureenjoysbeing powerful
and in controlhencethose who control resources,tangibleand intangiblecan bask in their
Privilegedpositionsand ensurethat othersare dependenton theml

192

Table 5.11. Analysis Efficiency theme
1984)
Structuration
(Giddens,
theory
of
using
I-_
Theme

Agent's
code
__
§17__ - atioý _ A
gnifTc
S, X,
E, K
A F, M,
KAS,
X, I,
F

Knowledge base

Communication

Specialisation
(division of
labour)

(clients)
healthcare
while we
concentrate
on
-They
provide them with support services
for
food
not
good
medical
with
messing
people
-Its
done
longer
are
more
you
no
professionally,
-Things
have people milling around while you pay them for it
fixed
if
pay
one
and
prices
contract price
-They
fluctuate, we (providers) bite the bullet

Cost control
(to aid planning)
Value for money

F
E, M, B

C, D

Cost savings

A, M,
M, L,
A, 0, M
1, K

Domination

K, E
A, S
Z, AA
AA
R

Standard
Operating
Procedures
(SOP)

A, L, M,
O'l
F, G, M
G

Tacit
Commercial
know-how
Dominant
commercial
know-how

A

legitimation

A, M
M, 0, S,
G, M,
Z, cc,
BB
Z, CC
1,J, R
A, E, M

Multinationals

Dependenceon
allocations
Rights and
Obligations,
SLA

looked
at price and expertiseto provide the trust
-We
for
value
with
money
for
outsource
services
economic advantage
-We
better
provide
quality service at competitive
-We
for
but
the
money (as
prices, not
cheapest value
perceivedby the client)
fortune
department
keep
transport
to
cost
a
our
-It
transferring patients and staff from one location to
another,now we all work on this one site
food
labour,
them
and raw material costs
save
-We
them
save
cost of re-tendering and contract
-We
renewal. We sourceeverything ourselves
knowledge
of all
-Client engagesone contractor with
the expertsin one massiveorganisation
-There are cost savings,we procure all servicesat one
difference
know
has
Price
marked
set price,
- we
load
huge
is
back
off
costly,
my
people
-Managing
is
better
and more efficiently
-Trust running
for
is
us
economically
-It working out more
increase
firms
to
tend
to
costs
reduce
profit
-Private
from
our own outsourcing
-We generaterevenue
from
benefit
to
economiesof scale
and outsource
for
the
trust
through
revenue
generate
-Contractors
vending, canteensand non-variation of PFI prices
from
benefits
trust
our network of contacts
-The
be
to
more commercially
-They engagedus
in-house
We
teams.
than
are
aggressive
say
here to savethem money, that's the bottom line
demand
that
providers provide servicesat a
-Clients
higher standardnow but we will still be in charge
from banks
financial
backing
(providers)
have
-We
and building societies.We're a massiveorganisation
huge
deficits
due
to
-NHS cannot provide services
in
for
have
to
money resourceuse
show value
-We
deficit
budget
collect
allocations
sanctions,
-Avoid
balance
funds
costs
providers
against
generate
't
-We
Service
Level
Agreement
our
meet
and
exceed
-We
(henceretain or renew contracts)
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Key to Table 5.12:
Signification: Language in use, important codes, verbal themes or games respondents
play
Domination: mobilisation of resources for administrative or economic decisions or the
ability to control resources
Legitimation: actualisation of rights or enactment of obligations. Deep structures may not
be overt as topics or themes but can be inferred
Thirdly, where contradiction in terms are denied by dominant groups, like bosses on issues
Of cost containment and efficiency but with inadequate staffing and lack of equipment to do
the job properly. It is the culture of the NHS and perhaps large complex organisations to
deny all or refer to a higher authority to gain time and lose issues or complaints in endless
hierarchical referrals. Thus, contradictions favour dominant groups who control resources,
have networks of people in authority and access to information and generally have a voice
or a platform from which to present their interests as the universal or official ones.
In sum all the managers investigated

different
but
through
routes.
sought efficiency gains

While in-house operators economised on
resources like staffing and equipment, and used
efficient system of reward and punishment that militate against employee opportunism to

saVe
like
focus
benefited
from
on
costs,outsourcedconcerns
other rewardsof outsourcing
core activity, innovation and learning to compensate for the elusive costs savings. Thus
the tenets of transaction cost economics are upheld and this thesis contributes to both
sides of its debate. The findings here suggest that hotel services outsourcing goes beyond
the purpose of TCE (economising
on transaction costs) to add value to services offering.

5.5

Relationshiptheme

5.5.1 Introduction
Business

(Ford,
bridges
buffers
to
the
relationships are valuable
external environment
and

2003, MbIler

and Wilson, 1995). They are bridges to access the resources organisations

need for building capabilities (Das and Teng, 2000; Gadde and Snehota, 2000; Tsang,
2000) for

competitive advantage (Powell, 2001; Prahalad and Hamel, 1990). These may

be skilled

managerial experiences, funds and personnel or expertise in services provision

as in outsourcing (Cross, 1995; Davis, 2004; Jennings, 2002). Business relationshipsalso
act as buffers to protect organisations from competitive pressures and threats from the
external environment like resource scarcity or pressure groups (Westphal and Khanna,
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2003; Maitlis, 2004). Consequently organisations engage in business relationships to
access the resources needed, neutralise real or perceived environmental threats to their
acceptability or legitimacy and engage in knowledge transfer to retain competitive edge.

Indeed one of the tenets of the new Labour Government in 1997 was the introduction of
_integrated care based on private sector partnerships, cooperation and collaboration but
driven by performance and accountability (The NHS Plan, 2000; The New NHS, 1997).
Support services outsourcing was to help bridge the gap between the public and private
sectors thus bringing business relationships as valuable resources and bridges within the
NHS- These contractual relationships are the access bridges to resources, financial and
human of the commercial services providers. Through such relationships support services
managers are enabled to access resources like experienced, skilled managers deemed
eXPerts in support services to run their hotel services or advice them on matters of

commercial interest (Agents E, F and G). Some managers accessed more reliable and
guaranteed hotel services through all seasons at one fixed price (Agents M and 0) while
others met their need for better ancillary staff retention (Agents 1,K, W). Thus contractual
business relationships enable some services managers access scarce resources for the
provision of support services some agents (A, B, E, F, 1,J, M, Z, CC) regard as critical in
supporting better and more effective healthcare delivery in their trusts.
The perceptions the
different
from
business
support
of
value and problems of
relationships
services managers are shown in (Table 5.12) below.
5.5.2 Commonalities
Relationships are valuable:
Many services managers (both in-house
business relationships

their
that
perceived
and outsourced operations)

NHS
Logistics
Government
PASA
or private
and
with
agencies,

services providers or both are valuable (value for money) beyond the cost of managing

such
CC).
relationships
Z,
AA
0,
(agents
C,
1,
K,
N,
D,
G,
time
M,
E,
and
over
-,
,
Relationships
are built on trust:
Many managers (client and

vendor) admitted that their business relationships are built on
trusting relations of mutual benefit. Some
agents explained it thus:
Trust plaYsan

essential role in our relationships.Trusting relationshipsare allowed to evolve as the
contracts evolve for without that trust there is no contract (Agent F).
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This NHS trust allows us to provide services the way we feel best due to the trust they have in us (Agent 0)
Our relationship is mainly based on trust (Agent 1)
We provide them with the service

so a trusting relationshipis importantand helpful for our business in
Keepingwith Governmentregulationsand directives(Agent M)

I Relationships are also partnerships:
Almost all the managers in the outsourced services stressed that they work in partnerships
with contractors or clients, as teams, for mutual benefit (Agents A, E, F, G, 1,K, L, M, 0, R,
S, T, X). This is exemplified in these statements:
It is all about relationship
and how you work well with people. If you work with contractors in partnershipas a
team, you will work well and quickly to achieve
(Agent
1).
is
It
if
don't
simple
you
you won't.
goals and
We maintain good business
relationshipwith all our contractors,working together in partnership,as a team.
That keeps everyonealert
and available to do the work (Agent E).
It is one of our goals to

maintain good relations with all our contractors.It is a partnership(Agent K).
We have a no-blame
partnershipculture and that's how we work here (Agent 0)
They are our clients

and we treat them as partners (Agents M, X).
We (contractors)
work in partnershipwith the trust for the patients.We don't have different views we have
the same objectives (Agents L, S).
The partnership
with private contractorshas enabled this trust outsource its own hard FM services (estates
facilities) to the local
community and earn needed revenuefor the trust. So we work in partnershipwith the
contractors of all outsourced FM services (Agent R)

Relationships managed by constant communication: to help resolveconflicts
Constant and timely
Lateral robust

(Flack,
2002).
is
from
key
benefiting
to
relationships
communication

communication and constant dialogue help managers to proactively agree

on issues resolve disagreements or misunderstandings and thus prevent problems arising.
Most managers

benefits
for
the
to
increase
in
the
price
pay
accepted
communication as a

they get from their

Z).
For
S,
U,
Y,
R,
1,
K,
(Agents
F,
0,
E,
M,
A,
example:
relationships

Things

are done more professionallynow, it may have added a layer of communicationbut that's not bad, it
helps to
reduce the need for control and gets people working (Agent E).

We meet informallydaily to
We meet face-to-facein

sort out any difficulties and prevent problems arising (Agents A, E, F, K, M. S).

M)
(Agent
by
informal
daily
have
constructive,
ways
and
contacts phone or e-mail
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he formal meetingshappen fortnightly when we meet with directors from health and safety, security,
catering, domestic and laundry to discuss goals and objectives,performancelevels and scores, cleaning
f,tandards and contractor updates, reviews and generallysmoothenout problems (Agents E, F, M, R, Y, Z).
We have a client for life philosophyso we keep in touch with even our past clients. We use personal
influence to push the business forward and put in the time and effort to make all our relationshipswork
(Agents F and M).

From the aboveexcerpts,NHS managersmet routinelywhile the contractormanagersput
in More effortand time to activelymaketheir relationshipsmutuallybeneficial.This maybe
becausecontractorshaveto earn revenueand retaincontractsso they are committedto
satisfyingthe contractedneedsof their clients.Thusfor the contractormanagers,timely
communication and speedy conflict resolution with a no-blame culture are important.
For example:
If there is a problem, it is
S,
X)
(Agents
L,
M,
(clients)
but
their
shared
a
problem
problem
our
problem
not
or

If there is a problemwe

rectify it immediately,they are our clients and we have to look after them (Agent L)

We Willdiscuss and dialogue to find solutions to

problemsand implementthem right away to rectify the
problem. They are our clients and we look after them (Agents H, M, 0. S, X).

When there is

a problem I can react as professionallyand swiftly and competently as possibleto rectify it

because we always

Yes
deal
have
in
that
to
emergencies.
unpredictable
with
make sure
we
something place

we react but not like the NHS managersdo in what we call "knee-jerk reaction".They react and then pass
the buck to
someone else but I try to make sure that I have something in place so that I can deal with issues
as Professionallyand swiftly and as competent as possible (Agent M)
If someone

pees on the floor after it has been cleaned, I have to get it cleaned up in minutes, no fuss. That

way we exceed our client's expectations (Agent M).

Indeedduring
one of my interviewswith (AgentX), I had an opportunityto witness him
resolvea cateringconflictspeedilyand effectivelywithoutfuss.
On this interviewday, a man decidedthat he
The
to
pay.
and
refused
was overcharged
cateringmanagerwent out to settlethe disputeand accordingto their rulebooks,the man
gladly paid the requisiteamountand no ugly issuesarose.There was no referralto a
higherauthorityor buck
passingobserved.The cateringstaff dealt with it all competently
and cheerfullywithout blame or abuse.Thus contractormanagers,equippedwith standard
Operatingproceduremanuals(SOP)or rulebooksare able to routinelyresolveconflicts.
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Relationships provide support:
Relationships provide much needed

personal support within NHS organisation for the inhouse operators (Agents E, Z, BB, CC, EE) local
or
and regional support for the services
providers (Agents A, F, H, L, M, 0, S, T, U, X). This is echoed thus:
Thereis nosupportfromneighbouring
hospitals
butI haveno problems
contactsif I
withthat.I haveinformal
needthemandtheyarequiteusefulto mepersonally
(AgentE),
There is a network of London hospitals

and we try to keep in touch and every three monthswe meet and
swap ideas or problems.Otherwisethe NHS, as far as I know, does not generally share equipment,staff or
whatever. But as you move around different hospitals,you get to know people personallyso when you are in
trouble you can ring up
and get help, that's how I operate and it works well for me personally(Agent BB).
We are regional but there is local

support from other hospitalswhere we have contracts, we can share staff
and equipmentto support each other (Agents X).
MYCompanyis the biggest
catering company in the world. We have contracts with airports, industriesand
ministry of defence and we help and support each other (Agents H, S).
We have three different

contracts in this compound and we help and support each other (Agents S, T).
There are three different
contract caterers on the eight sites of this NHS trust, we share equipmentor staff if
we need to and support each other (Agent A).

Relationshipfor skill
and knowledgetransfer:
There is learningand knowledge
or skills transferfrom the commercialservicesproviders
to other managerspersonally(Agent N)
X).
Indeed
L,
M,
E,
1,
two
(Agents
and corporately
NHS managers(AgentsA, E
and 1313)
advisedtheir colleaguesto go and work in the
cOMmercialprivatesector "to help opentheir eyes and broadentheir experience".
For example:
The trust learns lot from but they
a
us
will never be able to do what we do themselves because of their
enormous overheads(Agent M).
I have learnt lot
a
since working with the contractorson this project (Agent N).
They (contractors)
are professionalswe learn a lot from them, we are able now to see healthcareas a
business
and keep within our budgets (Agent 1).
The trust learns from
us, we have a different structure and ways of working (Agent Q.
Things

are done more professionallynow we learn a lot from them (Agent E).
VVelearn from
each other everyday. No one knows everything,we are constantly learning (Agent L and X).
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Furthermore some services managers perceived that they use their business relationships
with other trusts to share facilities to optimise their usage and benefit patients while they
learn from each other (Agents R and N). For example, Featherstone and County hospitals
share their more up-to-date facilities and equipment to benefit orthopaedic patients and
day surgery cases respectively (Agents R and N). During these
exercises, medical skills
are transferred to benefit the local workforce. Thus sharing facilities through relationships
can benefit patients and aid learning through knowledge and skills transfers.
5.15.3

Differences

The contractormanagerswere more eagerto find early solutionsto potentialproblems
and preventugly scenesarisingeitherwith clients,visitors,patientsor their personnel.
This was evidencedby the constantvisible managementand supervisionobservedduring
-all my visits at the differenthospitals.The cateringand domesticmanagerswere always
on the scenepacifyingirate customers,ensuringthe smoothrunningof the canteensor
encouragingworkersto do more.This was not the case in the in-houseoperations.Indeed
at one hospital,the officeof the domesticmanagerwas so chaoticand confusionwas
allowedto reignthat I wonderedhow she (Agent1313)
couldmanageher department.They
were short of equipmentto do the job and someof the staff were either off sick or have not
botheredto turn up for work.This was the
sameon morethan one occasion.
Thus it seemedthat the contractormanagers
to
solving
problem
at
more
proactive
were
Preventugly scenesthan their in-housecounterparts.
Reputation
and image management:
The contract
managers were more zealous at guarding their reputation or promoting their
image, financial
status or credibility hence their dominant position over their clients (Agents
F, G, L
and M). For example some of them said:
We would

not supply services to a client who has been in the news in the last two years. Money is not
everything. Our reputation is more important (Agents F and M).
What is dodgy
a
client? I have never met one my companywill not get involved with what you call a dodgy
client (Agent L)'
My company is
one of the biggest food companies in the world. They have a business edge that comes
through in
what they do and the business they provide (Agent X).
Premier is the biggest food
provider in the world (Agents S). We are multinationalwith thousandsof
contracts outside (Agents A, F, G, H, L, M, 0, S, X),
do
"can
(Agent
M).
We
have
a
massive reputation
attitude" in our work and do it (Agents M and T).
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We are on the stock exchangewith financial backing from banks and building societies (Agents A, M and S)
We have thousandsof suppliersworldwide and can supply anything from tea to power stations (Agent M).

Relationshipfor building legitimacy through social care:
While some contractors had worldwide relationships networks with clients or financial
institutions that increased their bargaining power (as shown above), the services manager
used such networks to ensure local relevance and maintain legitimacy. For example:
We are runningan energy campaign in conjunctionwith the energy trust (Agent R)
We joined in with the local council in a waste recycling initiative, which was lunched by the Mayor.
We have also joined in with the local communityand local council to save energy and reduce waste in an
environmentallyfriendly way (Agent R)
We did a deal with London Coaches to run a shuttle snug bus and extend the service outside working hours
to benefitour staff and act as a fare-paying bus service for the local housing estate residentsespecially in
the evenings.We have a local youth employmentand apprentice scheme here, not many companies still do
that We extendedour CCTV network to include the two local train stations and linked them to the police
stationto help crime prevention(Agent R).
The non-executivedirectors were chosen for their social standing, or who they are in the community,the
work they have done in the past and their standing in healthcareorganisations (Agent R).
We work very closely in partnershipswith London Coaches, the Mayor's office, the Local Governmentand
most of the communityleaderswe consulted are also involved. They all support the scheme and the
Governmentgives their blessing so we can go on (Agent N).

Indeed there is a transport rank within the hospital compound making it possible for local
residentsto have easy access to the hospital either as patients or visitors and for shoppers
at the local superstores to travel with greater ease. Thus these two NHS trusts have
endeavouredto improve their local image and relevance through support services.

Relationshipsmakeexternalitiespossible:
Contractmanagersclaimedto have spurnedexternalitiesdue to their satisfactory
provisionof servicesthat are guaranteedwith technicalsupportand financialbackupand
their massivereputation.Someof the claimsprovedto be true. For examplethey said:
If they (contractors)do well they use the contract as a springboardto provide other services elsewhere.It is
also an incentivefor contractors to continue to performwell here (Agent F)
Another person gave our name (Areno) and we have been asked to produce a document as benchmarkof a
new unit, if that is not writing the specificationsfor the trust, I don't know what is (Agent M).

'1
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We supply servicesto Ministry of Defence, schools, colleges and local authorities (AgentsA, M, 0 and S).
We (contractors)give a lot of hospitality services to other hospitals from here (Agent 0).
We have no external boundariesonly financial constraints.The sky is the limit. Someoneasked our client
who they use. They gave our name and they rang us up to supply them with services.We get our tentacles
into Local Governments,health authorities and private hospitals.We have seventy NHS contracts(Agent M).

5.5.4 Discussion
From all the forgoing, the parties to interaction perceive their relationship as built on trust,
commitment and cooperation for mutual benefits. This is in keeping with the tenets of IMP
interaction model, where trust develops through prolonged interaction and transaction.
Trust in relationships reduces the relational risk and uncertainty inherent in depending on
external others for services provision and moderates the performance risk of professionals
not delivering on the quality and standard of services expected. Consequently, the built up
trust in these contractual relationships balances the need for power or control (Hunt and
Morgan, 1996; Reed, 2001). Trust in relationships also attenuates behaviour, reducing the
hence
1999).
1975
(Williamson,
monitoring
costs
and
relational risk of opportunism,
Furthermore,through their trusting relationship, agents help to build in and institutionalise
"systems trust" where goodwill (obligations) and sanction or rule-based trust alone are
inadequateto moderate the behaviour of economic actors or agents (Bachmann, 2001).
Systems trust is trust placed in expert professionals to minimize risks (section 3.7.9).

Thereis also a perceptionof teamwork(partnerships)to smoothentheir daily interaction
and enablesomeachievegoals more effectively.The relationshipsare managedthrough
helps
that
to reducemisunderstandingand make conflicts
constantrobustcommunication
functional(Reeveand Warren,2004). Consequently,the partiesto interactionmanage
their interdependencethroughthe dialecticof control (Giddens,1984)to reducetotal
transactioncosts and institutionalise systemtrust in the expectationof future benefits.
Business relationships also provide personal and corporate support for the parties to
interaction.As relationships deepen actors learn more about each other and their business
processes and are enabled to offer support through their networks and trade associations.
This is in keeping with the IMP framework and its network effects of business relationships
(Barringer and Harrison, 2000; Ford, 2003; Sheu et al., 2006). The cooptation of nonfoes
into
helpful allies and
by
trusts
turn
can
members
some
some would-be
executive
legitimacy.
local
to
acceptance
or
ensures social support, access scarce resources and
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There are opportunities for knowledge and skills transfer through learning and the sharing
of facilities and equipment. These can help to build capabilities for comparative advantage,
find new ways of producing products and services or build more efficient systems that add
value to services offerings (Grant and Baden-Fuller, 2004; Tsang, 2000). Consequently,
there is a lot of learning in the areas of problem-solving, conflict management without
blame and relationship management. Thus this study adds weight to other studies in IMP
in
learning
its
offering
support,
network
effects
opportunities and legitimacy (Barringer
and
Ford,
2003;
Ford
Harrison,
2000;
et al., 2006).
and
5.6.5 Reputation and image management (that aids externalities)
The reputation of both parties to interaction helps to further strengthen their relationship
bonds. The credibility of the contractors which they refuse to compromise by supplying
services to dodgy clients or those who have been in the news, enables them gain
increasing
for
thus
their areas of influence and network of
recommendation externalities
is
in
keeping
As
This
IMP
the
to
effects.
with
network
model
relationships earn revenue.
interacting agents build trust and commitment, their credibility improves with time to enable
them increase areas of influence, relevance and legitimacy through networks of social
Thus
to
this
trade
study
or
professional
organisation.
contacts and common memberships
findings
the
IMP
the
tenets
and
of other studies on relationship networks
model
confirms
of
(Ford, 2002; Easton, 1992; Gulati, 1998; Health Emergency, 2004; Ovretveit, 1995).

But somemanagersexpressedthe needto interactwith contractorson strictlybusiness
terms,keepingthe fine line betweenbusinessand personalrelationshipsseparatein order
to avoidtensions,compromisingtheir businessrelationshipsor being accusedof having
"cosyrelationships"that can tarnishtheir imageor jeopardisethe fair competitivenessof
contractorsat contractrenewals(AgentsF, 1,K, R). Consequently,some client managers
in
liasing
distance
keep
their
to
with contractpersonnel.
social
personallychoose
Furthermorethese public-privatesector relationshipshave also broughtchangesto some
trustsraisingthe profileof supportservicesas crucialto healthcaredelivery.It has also
liberatedsomeancillaryworkersfrom manuallabourto professionalswith imageand
but
banners
demonstrations
during
longer
personalpride, no
pay negotiationsor
waving
insteadmotivatedto be productiveat their work stations,givingprofessionalservices.
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5.5.6 Power and control
The contractors also felt that they were in charge of their clients' departments because
they had massive support from mega multinational organisations, insurance companies,
banks and a pool of skilled, experienced and knowledgeable managers that form a
knowledge base from which they operate. Thus their financial resources, commercial
know-how, international connections (enabling them source raw materials more cheaply)
and the ability to supply support services that some trusts could not supply due to their
huge financial deficits and massive overheads accords them allocative (Giddens, 1984)
and expert power (Courpasson, 2000; French and Raven, 1959) for domination. Therefore
their clients become dependent on them for daily provision of services. But some contract
managers (M, S and X) recognised that the client also had the countervailing power to
terminate their contracts even at a price. Consequently, the services providers' perceived
dominance plays out in subtle, behind the scene ways because of their interdependence.
For example: Some managers best echoed what others said.
PremierGroup is the biggest food company in the world. They (clients) outsourced services to save costs
and we are very good at what we do (Agent H)
We (contractors)are international.We have financial backing from banks and building societies. The
companyis so diversifiedthat we could be putting up apartment complexes in the Falklandsor building
bridgesin Malta (Agent A)

We are in manycountries.We are expertsin providingcateringservices.We are the bestin whatwe do.
They(theNHStrust)will neverbe ableto providethe servicebecauseof their massiveoverheads.They
dependon us to do it and we lookafterthembecausetheyare our clients(AgentM)
We (NHS trust managers) have the power to penalise them (contractors)by taking money away from them.
They know all that from the start. We don't have penalty clauses in our contracts because they can be
fiddled and they get in the way of good teamwork but if we can show that the contractor has not done the
work as required,we can take money away from them provided you are fair and can provide evidence that
they have not performed (Agent 1).

The possession,accessand abilityto regulatescarceresourcesaccordthe vendors,in
these relationships,sourcesof power(Pfefferand Salancik,1978).The contractorshave
expertisein needsand risk assessment,procurement,contractingand supportservices
provision(Belfield,2007).This is also their allocativecapacityor power(Giddens,1984).
But servicesmanagersalso have authoritativepositionpower.Althoughthey may not have
enoughexperiencein relationshipmanagementskills,they can harnessthe expertiseof
their suppliersin weak areas (Bradley,2005).As both forms of powerare requiredto
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smoothen and facilitate transaction for mutual benefit, they use constant communicationto
reduce the intensity of disagreements or misunderstandings, negotiate and agree on a
consensus and so reduce the need for power plays and make the relationships work for
both parties (Flack, 2002; Reeve and Warren, 2004). Thus, overt power politics that
consumestime and energy and distorts information is lacking from the excerpts.

Valuablebusinessrelationshipsare exercisesin powerand control (Flack,2002).As
clientsand vendorsstruggleto meet their contractualobligation,the subtletywith which
they handletheir relativeperceptionsof powercan derail their relationships.For example:
agents(A and B) perceivedthat they are in controlbecausethey manageand run the
facilityfrom whichtheir client operateswhile agents(S, T, X) said that they were not in
control.But agents(L, M and 0) said they negotiatedthe minefieldof their contractprice
variationswith care and subtletygivingthe client lengthynoticesto absorbthe facts.
Contractorsperceive that they are in control because without the provision of support
services to sustain healthcare, hospitals will grind to a halt (Agents E, 1,K, M, R). Such a
dominant vendor, with access to and possession of vital scarce resources and financial
Connectionscan be intimidating. But the NHS also has a reputation as the largest
employer in the UK if not Europe. Consequently, contractors play down their dominant
Position,cooperate with a spirit of partnership to benefit patients and look after the needs
of their clients. Thus control and domination are attenuated through the dialectic of control
(Structurationtheory) and the expectation of future interaction (interaction model). This
results in both parties to interaction, managing their relationships for mutual benefits and
Making overt power plays redundant. These power plays are in line with the tenets of both
Interaction Model (IMP) and structuration theory (Giddens, 1984) that knowledgeable
agents, differentially endowed with resources, can interact meaningfully focusing on
actions that will ensure a favourable outcome in order to maximize their capacity to make a
difference while avoiding the use of overt power for control or domination.
5.5.7 Foundation status
Since payment by results, there is observable financial transparency within some trusts
(Cowper, 2007). Some NHS managers striving for foundation status have also come to
it
financial
to
have
improved
healthcare
business
their
regard
standing attain
and
as a
(Kmietowicz, 2006; Timmins, 2007). There is a suggestion from the excerpts that the
financial awareness and learning gained by these services managers result from their
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prolonged interaction with commercial services providers. Consequently, the relationship
between the contractors and some services managers has been shown to be beneficial.
This builds on other studies in the areas of relationship management for mutual benefit
and successful outsourcing that delivers beyond contracted specifications and
from
dictates
has
led
liberation
to
the
the
Foundation
trusts
of
some
status
expectations.
Health
Commissioners
budgetary
Strategic
constraints.
and
constant
and constraints of
Observerswatch to see if these managers continue to learn and grow (Seltzer and
Bentley, 1999; Senge, 1999) in the new culture of commercial awareness (Schein, 2004).
Valuable relationships however come at a cost and engender constraints.
5.5.8 Relationship costs and constraints
The benefits and opportunity cost of business relationships are extensively discussed in
be
here.
to
them
However
business
don't
I
three
repeat
wish
relationships
can
chapter
and
limited and marred by the opportunity costs of alternative relationships foregone and their
lock-in effects without the flexibility to develop independent ways of working (Ford, 2002).
These are the golden cages or handcuffs and ugly prisons of IMP business relationships.
There is a loss of organisational competence in the outsourced services and a cost to
CC).
Z,
AA,
fail
(Agents
their
outsourcing
relationships
rebuilding services should

Thereis also a relationshipmanagementcost. The problemof matchingmixedcultures
be
influence
to
demand
that
overcannot
personal
avert clashes
and personalities
inter-dependence
the
to
is
There
on
clarityof responsibilities,
estimated.
a need retain
dutiesand commitmenttowardsmutualgoals and benefits.Changesin supportservices
personnelcan also necessitatea changein vendor,thus escalatingthe total cost of
in
during
the
this
the
This
contractors
are
still
case
study as all
servicesprovision.
was not
both
Thus
the
time
the
personaland
management
cost of relationship
placeat
of writing.
from
limit
benefits
that
the
valuablerelationships.
accrue
corporatecan constrainand
Anotherrelationshipcost is a financialburdenneededto initiatethe contractrelationship.
Contractorsmust have a proventrack recordof beingable to guaranteethe servicethey
This
backup.
technological
the
was most
update
needed
and
providewith all
necessary
in
be
"aggressively
M).
Consequently
to
contractorsare said
noticeablewith agents(F and
the marketplace lookingfor contractsto bid for" (AgentN). They have worldwidenetworks
to be ableto meet the varied needsof their clientscompetitivelyin price, skilledpersonnel
and quality of service provided beyond the clients' expectations.
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Having secured a contract, the services provider must then deliver on the contract
agreement at a fixed price. If conditions change and there are adjustments to be made on
prices, contractors "bite the bullet" because the cost price is fixed (Agents F and M).
Thus contractors must manage competitive pressures and deliver on their contracts.

Customerrelationshipmanagement(CRM)makesit possiblefor contractorsto manage
their clientsthroughconstantlateralcommunication,social environmentof goodwilland
motivationalincentivesin the form of socialevents,free meals, life and work balanceand
otherperksin order to retaintheir clientsand earn longerstreamsof revenue.Constant
communicationmakesdemandson contractmanagers,consumestime, effort,and
emotionalenergy,demandspersonalinfluenceand commitmentto providesatisfactory
servicesbeyondclients'expectations(Reeveand Warren,2004). But it helpsto prevent
minorissuesturninginto major problemslater.There are courtesycalls outsideofficial
timesthat are said to 'keep the wheelsof businessrelationshipsturning' (AgentsF and M).
Thesealso demandtime, effort and commitment.But the contractormanagersperceive
themas a necessarypart of doing businessmore effectively(Quilgars,2000)and so are
committedto makingthem to keep their relationshipsproductiveand earn revenue.
The contractorsare committedto providinga relaxingsocial environmentfor their staff and
thoseof the client organisationto show their goodwill.All are welcometo relaxand have
the opportunityto get to knoweach other and build relationshipbonds (AgentsH and L).
Othersuse them as opportunityto build up personneland get communicationgoing
(AgentsM, 0, S, T). There are inter-departmentalcompetitions,annualcricketmatches,
socials,barbecueand beer nights,also Christmaseveningsand staff partiesfor leavers
andjoiners (AgentsM, 0 S, T, X). These eventsare at the expenseof the contractorsto
Pacifytheir personnel,build bridgesto the clients'workforce,to show appreciationfor their
clients'custom,in order to retain a productiveworkforceand earn their revenuestreams.
In all the outsourcedservices,contractpersonneleat free as their duty deal (AgentA)
Whilethe client staff get discountsfrom 10%to 20% whichsome contractorssay
"bankruptsthem" (AgentsA, B, H, L, M, 0, S, X). These are incentivesto motivatestaff
and retaina loyal and committedworkforce.Thus, contractorsinvesttime, moneyand
effort as coststo them in buildingand makingtheir businessrelationshipsmoreeffective.

206

Table 5.12.

Analvsis of Relationship theme

Theme

Agent's
code
Signification E,F,I, M,

Z, cc
A, F, K,
F

Communication

Open, honest,timely
communication avoid
tensions and conflicts

is
management
all about relationships
-Contract
how
and
you work well with people
informally
formally
daily
meet
and
every
-We
fortnight to discuss issuesand agreeon them

Beneficial bridges

tend
to
network with governmentagencies
-We
and charitable organisationsrather than private
lot
us
a
of money
-Government agenciessave
dialogue
trusts
network
with
and
with
other
-We
them to learn best practice and to know who is
who in purchasing
to
two
the
use
or
contractors
even
more
out
-We
risks and not to play one againstthe other
be
term
contractor
may
use of a single
-Long
anti-competitive and can lead to "cosy
relationships" that can tarnish our image
-If you work with contractorsas a team, you
will achieve results but if you don't, you won't
Jearn work is the main thing-simple
in
for
the
all
work
patients
partnership
-We

To enforce good
businessethics

F, I

Single contractor
may have faults or
weaknesses

IK

Cooperative work for
benefit
avoids
mutual
tension

AEFIK
LMNO
RSTX
EIK
F, I, K
R
Domination

Knowledge base

F, I, K, R

Bridges and Buffers
Blurred relation-ship
lines can cause
tensions

F, I
E, F, 1, K
K
E
E, M
A, B, M
Legitimation F, I
F, R
F, I

M, 0, X

Mutual respectbased
on personal influence
Subtle negotiation
If there's no trust _
there's no contract
Formal contracts
spell out rights and
obligations.
Penalty clausescan
be fiddled

Bridge-building clubs

interact
them
with
as professionalsand
-We
they do a professionaljob.
There is no social contact by personalchoice.
directors
for
their
engage
non-executive
-We
have
done
before
they
social standing and work
It is good practice to liase with people from a
distanceto keep professional and personal
interestsapart otherwise they get blurred
It
their
contract.
gives
or
revoke
-We can extend
them (contractors)the incentive to perform
is
-It one of our goals to maintain good relations
with all our contractors (we need each other)
but
we managethem
professionals
are
-They
becausewe get complaints
don't
(contractors)
them
manage
-1
basis
to
each
a
other
on
personal
relate
-We
in
control although seenas contractors
are
-We
Trusting
to
relationships
allowed
evolve as
are
contractsevolve. Trust plays an essentialrole.
is
have
to
that
practice
contracts
are
good
-It
formally agreedto and legally binding
in
They
the
penalty
no
clauses.
get
are
-There
lot
team-work
of
up
a
way of good
and use
Contractors
manpowerwithout achieving much.
know from the start that we will penalisethem
for non-performanceto all agreedstandards.
All
have
social
club
a
on
site.
are welcome
-We
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Some managers agree that the public are not as forgiving in their unrealistic expectations
as before (Agents B, E, BB). Many patients now expect their hot meals on time more than
they expect doctors to turn up or getting their painkillers on time (Agent E). Sometimes the
(Agent
domestic
BB).
For
the
provide
what
services
cannot
expect
support
example
public
is
someone
going to throw toilet tissues, water or waste product
staff cannot predict when
be
But
just-cleaned
the
toilet.
to
toilets
and
public
patients
expect
clean every
all over a
time. Such expectations are unrealistic and the cleaners, who cannot defend themselves
or answer back are constantly blamed for lack of hospital cleanliness when there are many
levels
facilities.
hygiene,
factors,
as
of
personal
such
contributory
ethnic mix and aging
There is a burden of investment to Government and professional bodies to keep up with
technological advancements and updates required for the job (Agents F, M, R, Z, CC).
Consequently, many support services managers benefit from their business relationships
but at a cost and constraint to the contractors, who pay them. Thus relationships become
golden cages of benefits and ugly prisons of commitment and obligations (Ford, 2002).
In sum, most managers interviewed on both sides of the relationship perceive that their
business relationships are productive, valuable and mutually beneficial but constraining
and costly. Such relationships of mutual dependence must be managed with mutual
beneficial
keep
to
them
trust
and
constant
communication
and
respect,
and commitment
disagreements
that can derail them.
through
or
misunderstandings
avoid conflicts

5.6 Investmenttheme
5.6.1 Introduction
The central problem of the health service that observers note is lack of adequate funding
due to many competing demands on a finite public purse or the difficulty of assessing what
is adequate for providing a service with ever-increasing demands (Enthoven, 2000; Klein,
2001; Levitt et al., 1995). The legacy of chronic under-funding can be seen as observable
decay in the old buildings and shortage of staff and equipment, wastage, the inefficient use
(Portillo,
health
in
the
the
service
variations
performance
across
of available resources and
1998; Moore, 2007). Similarly, public organisations providing social services like the army
and navy also need continuous investments to protect their buildings from decay (Harding,
1999). Furthermore, the level of investments in health service projects reflects, the value of
that project (Turrill, 1993). Hence where investment for change efforts is lacking, success
is doubtful as services managers regard such projects as of little value and not worth
wasting time and effort on to make it work. Against this backdrop, support services were
208

outsourced partly to get private investment into the health service and partly to improve the
by
standard
of
services
professionals. Thus there are many areas of
and
efficiency
quality,
investment by the commercial services providers ranging from relationship-specific ones
through staff development, capital projects investments to improve the work environment
to investing for interest. The perceptions of the managers are depicted in table 5.13 below.
5.6.2. Commonalities in staff development
One of the major areas of contractor investment is in ancillary staff development. All the
by
NHS
the
to the contractors where services are
transferred
or
sold
ancillary staff were
outsourced.The contractors then streamlined the staff to "remove deadwood" of those
unwilling or refusing to work under them or needed more suitable work than what was
B,
E,
F,
1,
(Agents
A,
M,
R, S, W, X).
under
contract
available
The contractors then invested funds to train the staff free of charge and develop them for
the work they do. The following excerpts exemplify the perceptions of managers:
When we won the contract, we reduced the number of staff and selected those willing to work hard and we
rewardedthem for their hard work with incentives like free meals and prize competitions.They are willing
and dedicatedto their work after their training so they work hard to keep the hospital clean and Assured gets
(Agent
T).
provider
a good report as a good services

Weweresoldby the trustto this company,I did notwish to becomean employeeof this (private)company
butwe hadno choice.If we did notwishto becomean employeeof the company,we wouldhavemade
Therewas no freedom.All our pensionsand contributionswerefrozenwhenwe
ourselvesunemployed.
A)
(Agent
they
transfer
that
tell
they
cannot
a
scheme
us
pension
movedoverand now
At Premiereveryonehastrainingandyou do managementtrainingin disputeand learnotherthingsas well
(conflictmanagement
and budgeting)and it is freeof charge(AgentsH, S and X)
Mystaffare impeccablydressed,they are bettertrained,look moreprofessionaland are well motivated.This
improvesmoraleandthey do a betterjob. ContractrelationshipIs alsoaboutstaffdevelopment(AgentM).
The contractorstrain ancillary workers better than the NHS ever did (Agents E, M, X and BB).
I used to be a cleaner but Premier trained me at night school and now I manage other cleaners (Agent T)
Some workers developed by the contractors have also changed their professions to do other jobs (Agent P)
The commitmentof the NHS to staff training was very low. Now we have more staff, better trained than the
NHS ever did, especially in food and personal hygienewhich have direct effects for all who eat and work
here both patients and staff (Agent A and B).
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The NHS did not train ancillary staff, they were the bottom of the pile and there was no point in training them
(Agents E and BB). Now they are better trained, get better uniforms, look more professionaland even their
salaries have improved.They have better recognitionfor what they are and the work they do (Agents E& X),

Still on contractors, staff development enables them provide reliable services to clients.
We have our own dieticians and quality managers on site so that whatever the client demandswe can
provide it. Some hospitals don't have them but that is our commitment to this trust. We are the best at what
we do be it supplyingservices to Royalty or the people in the street. We Invest in the business(throughstaff
development)to provide value for money and quality service. We believe that we are the best (Agent M).
Here we have multi-task generic workers. Some are facilities services assistants (FSA). They are all trained
to NVQ1 level and are able to assist the ward managers in cleaning, portering and any other duties they can
to help with the smooth running of the wards. It is a local initiative and works very well for us (Agent EE).

Further to investment in staff development, the services providers also invest in incentives
to appreciate their staff and keep them motivated, loyal and happy. For example:
All ancillarystaff eat free meals as part of their duty deal built into our contract (Agents A, B, H, L, M, 0, S,
X). There is staff of the month and employee of the year selected by Premier. All our staff can work
anywherewe have contracts from Londonto Milan and it is open to everyone (Agents H, S, T and X).

At Premier,we havea no-blameculturebut teamspiritand showappreciationfor hardwork(AgentsS, T)
In the NHS,theydon'twantto knowwhereyou live or whatyou haveto do, youjust turnup for workthat'sall
(AgentsP andQ).
At Areno,theyallowus to workflexibletime.It is goodfor me becauseI can go homeand pick my children
fromschoolandthencomebackin the evening.AlsowhenI movedhouse,Arenolet me changehospitals
nearerto where I live. Before I used to spend two hours on the bus to and from work and it tired me out.
Here at Areno they let us eat free meals on duty and I can save money too (Agent P)
Becauseof the investmentwe have made, the trust has more freedom to save money. They don't have to
,
employaccountantsto pay wages and salaries to ancillary staff. They have no worries on pensions and
contributions.They don't have to deal with personneldisputes, discipline,conflict managementor people
management.They can concentrate on their expertise of healthcarewhile we concentrate on ours (Agents
A and B).

The contractorsare able to move resourceslike personneland funds aroundthe worldto
whereverthey are neededdue to their worldwidenetworks.For example:
Their (contract)staff can work anywherewithin their organisation(anywhere in the world) and also with
other (local) contracts whereas NHS staff employed by this trust will be confined to the trust or work in
differentdepartments.As a result (of the incentive for workforce mobility)the contractors always manage to
hold onto staff but we (NHS managers) can't (Agent 1).
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Consequently,at one NHS trust the Filipino staff "who could not even speak English" on
arrival, were recruited, trained, socialised and "kitted out with lovely uniforms" and put to
work. Since then, the trust has not experienced any further staff recruitment or retention
problems. Similarly, at another hospital that could not keep ancillary staff especially the
chefs who were lured away by the many catering firms and hotels around them, the
contractors, Mediserve, took over hotel services provision, trained the ancillary staff to
equip them with skills and knowledge for the job and employed them. Since then there is
no more ancillary staff retention problems there (Agents I and K). Indeed their vacancy
rates and turnover are greatly reduced (Agent 1).Thus in hotel services where contractors
train, socialise, motivate with incentives and reward ancillary staff well, they stem the tide
of staff recruitment and retention problems.
Also in other outsourced services, NHS managers recognise the importance of staff
developmentfor building loyalty, dedication and increasing morale and motivation (Agents
R and 1313).
For example:
The trust spends a lot of money in staff training. We in estates operate an apprentice scheme (Agent R).
Our staff, have a sense of ownership,they take pride in what they do (maintaining their equipment).There is
loyaltyand it helps to motivate them. Not many organisationsdo that now (Agent R).
My staff are impeccablydressed, they are better trained, look more professionaland are well motivated.This
improvesmorale and they do a betterjob. Contract relationship is also about staff development(Agent M).
The NHS now invests money to develop purchasingteams to make them more responsiveand effective to
local needs than before. Purchasinghas always been a professionalbusiness not the past image of
backroomboys (Agents FG and K).

Indeed staff development is credited as a reason for contractors' ability to attract and
retain ancillary staff better than the NHS and has improved the profile of support services
(Agents I and W). For example:
fortheirstaff,theytookoverall theancillaryworkershereandnowthey
Thecontractors
provideemployment
trainandmanagethembetterif youwill(Agent1)
They (contractors)operate services all over the country and can get staff and retain them better. Our staff
vacancyrates and turnover are greatly reduced (Agent 1)
Developedancillary staff, have managed to let the public know how important support services are without
strikes or placards (Agents E and 1)
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But the in-house managers continue to experience ancillary staff problems and have been
forced to rely on agency workers or have everyone "muck in to get the job done" (Agents
BB and DD). Some "don't have proper kitchens to cook for the patients so they eat cookchilled meals and since nobody complains", they assume that the staff and patients are
for
incentive
investment
the staff. "The catering staff, pay for their
is
There
or
no
satisfied.
for
just
them
"Also
thank
like
we
when
see good staff, we
meals
all other staff members".
their work but there is no appreciation here for hard work" (Agent DD and EE).
Consequently,where services managers invest in staff development and adequate supply
of equipment there is perceived staff motivation, loyalty and ownership of work. Developed
image
the
have
improved
their
of support services to the public.
enhanced
profile and
staff
There is a perception that managers in Government agencies have been developed into
local
in
to
them
to
saving
needs
effective
more
responsive
and
more
professionals make
interaction
influence
due
to
the
with their "better trained" commercial managers.
and
costs
Obviously,this area needs more studies to validate and confirm what is suggested here.
Investmentin management development will be discussed in management theme below.
Discussion of staff development

Observersnote that investmentin trainingemployeesto developtheir potentialwith
is
human
knowledge
capital
organisational
valuableresourceor
as
requisiteskills and
2005;
(Hailey
improved
by
al.,
et
enhanced
productivity
competitivenessand
rewarded
Hittet al., 1994;Savery,1996).Humancapitalrefersto the appropriabilityof economic
firm
internal
the
knowledge
from
of
resources
and experienceas
value
employeeskills,
(Becker,1993;Haileyet al., 2005:51). Skilled,knowledgeableand experiencedstaff, are
bettermotivatedand committedto organisationalobjectivesand can releasetheir skills
for
improving
for
building
talent
competitive
productivity
capabilities
and
corporate
and
knowledgeable
Such
1998).
the
1992;
Pfeffer,
Drucker,
2000;
(Cappelli,
are
advantage
difference
their
change
and
can
a
make
agentsof changewho endowedwith resources
1984).
improved
(Giddens,
innovation,
through
creativityor
productivity
organisations
IndeedDrucker(1992:100) commentsthat organisationssay that peopleare their most
it
believes
but
or they will not treat employeesas commodities.
valuableresource none
The managerscomplainedthat they were sold to the contractorslike commodities.Some
did not wish to join the commercialservicesprovidersbut they had no choice.While
from
the
developed
liberated
the
have
trained,
ancillary
workforce
servicesproviders
and
dungeonsof the basementinto professionalswith imageand status, not everyonewas
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willing to work in the private sector. Their forced transfer lost some their pension and
other contributions near their retirement age and till the time of writing they remain lost.
The neglect of human capital or employee training and development due to lack of
adequate investment is seen by some as the reason for loss in competitiveness and
recurrent staff retention problems (Cappelli, 2000; Hailey et al., 2005; Hitt et al., 1994).
But the contractors who inherited all ancillary staff where services are outsourced are
acknowledgedas having developed their staff, made them more loyal, motivated and
committedfor better performance at delivering support services to their clients. Indeed in
one hospital, in-house contractors won the support services contract, and developed their
staff as multi-task generic workers. This is in accordance with shaping services around the
needs of the patients for improved effectiveness (DoH, 2000; May and Suckley, 2005).
Although the relationship between human capital and productivity is yet to be proven,
observers note that a well-trained workforce enhances sales and can reduce production
costs through reduced absenteeism (better motivated and loyal staff) and learned skills
incorporatedinto routines as valuable resources for capability building (Sveiby, 1997;
Ulrich and Smallwood, 2004). Staff competence becomes non-transferable, unique, firmspecific assets for a more efficient production or innovation for wealth creation. This is in
line with the tenets of resourced based theories where trusts acquire resources they need
from the external environment (Pfeffer and Salancik, 1978), and through investments,
develop them into firm specific assets (Teece et al., 1997). Through knowledge transfer
and learning these developed staff improve their competence and skills (Akbar, 2003;
Lam, 2000; Seltzer and Bentley, 1999) and hence increase the knowledge base of their
organisationsfor building capabilities for comparative advantage and economic rent (Amit
and Schoemaker, 1993; Huber, 1999; Knight, 2004; Powell, 2001; Winter, 2003).
Thus this study builds on the literature on resource-based theories in the areas of resource
acquisition through outsourcing, the building of a more heterogeneous skills base through
learning and knowledge transfer for sustainable advantage and wealth or profit creation.

Othersnotethat staff trainingand development,as intangibleassets,are the greatest
sourcesof corporatevaluefor competitiveadvantage(Lev.2004; Ulrichand Smallwood,
2004).Suchtrainedstaff can make the differencebetweenorganisationalsuccessand
failure.Fromthe excerpts,the servicesprovidersinvestedin staff trainingto developand
improvethem for better returns.Throughthe associationwith commercialmanagers,
procurementmanagersare now developedinto professionalsto be more responsiveand
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effective to the needs of their organisation. Consequently, contractor investments In staff
training and development enable some services managers review and regard the problem
of managerial lack of skills and knowledge (skills gap) in new ways leading to the training
and development of procurement managers as professionals. Thus, contractor investment
in this area is perceived to have led to returns for them in terms of reduced recruitment
and retention problems, and made changes in liberating procurement managers from the
backroom boys to trained, development and more competent managers. It also Improved
the stock of tacit knowledge and intangible assets of these managers and their trusts
(more heterogeneousskills base) for comparative advantage.
Furthermorealthough downsizing or staff reduction can reduce costs in the short-term, it
leads to job insecurity, loss of trust, increased employee stress and vulnerability and
hence reduces productivity and increases managerial risk aversion. The adverse effect of
downsizing prompted observers to advice organisations to treat employees as resources
to be maximised not cost to be minimised (Jolly, 2003:35; Hitt et al., 1994:41).
But the contractors have managed to downsize their inherited staff and developed the
remainderto improve morale and motivate them to do more. Thus downsizing may not
insecurity
job
lead
loss
trust
to
or increased staff stress and vulnerability.
always
and
of

Investmentin equipment
The contractorsare reportedto have investedmuch in automationand supportservices
equipmentto bringthem up to date with technologicalimprovement.For example:
The contractorshave changed our kitchen services completely from conventionalcooking to cook-chill
(AgentI and K). Cook-chill provides standard products every time (Agents K, X)
They investedlots of money in equipment and personnelto meet national standards (Agents I and K)

Theyinvesteda lot of moneyin kitchenequipmentespeciallyin the privatewingsof the hospital(AgentJ).
We revampedthe kitchento bringit up to datewith moderncooking(AgentsH, L, M 0, S. X).

Werevamped
therestaurant
to makeit a moreenjoyable
placeto eatin (AgentsH, L, M,0, S,X).
Thus contractors made relationship-specific investment as commitment to better serve

the needsof their clients and to lengthentheir contractsfor future streamsof revenue.
5.6.3 Asset-specific investment:
The importance of asset specificity lies in the perceptions of power to control the
dependent party. For example one respondent at Theresa hospital said:
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When we move over to the new building, there will be many challenges and changes. We are moving away
from a simple catering manager to facilities managementand maintenance.The roles will be different but we
will still be providingall the services and manage the building for the next 38 years so we will still be in
control (AgentA).

Special investment to withstand crisis
There is also a special investment or what agents (F and M) call a financial burden. It is a
contingencyfund that establishes the willingness and ability of the contractor to meet
natural disasters and continue to provide services. Contractors without it, in spite of their
financial standing, will not be engaged. For example:
If
happens
Thereis a financialburden,if something
canyousustainit andkeepproviding
services?
bite
bullet
(Agent
the
M)
the
up,
we
go
prices
conditions
changeor set
Thereasonsfor choosingthe presentprimarycontractorsare their reputation,financialstanding,
management
structureandtheirabilityto withstandand bearaddedfinancialrisk (AgentF).
Consequently being able to sustain the added financial burden is also an investment for
by
their
clients.
employability
retention
and
possible
services contractors and enhances

Howeversome support services managers may have benefited from these investments in
exchange for dependence on the contractors.

But at the in-houseorganisationsthere was very little investmentas they waitedon
Governmentto fund everything.For example:
Whereasin a contract
If we haveno moneyto replaceequipment,we haveto wait untilwe do" (Agent1313).
job, gettingequipmentwas as easyas pie becauseeverytime a contractfinished,we couldgo and pick up
borrow
We
better.
the
if
they
also
staff
mostly
could
were
same
as
ours
not
anyequipmentwe neededand
andequipmentfromeachother.Lotsof thingswereeasierandwe felt morein controlthen(Agent1313).
Thus while in-house managers wait for Government funding, their counterparts get on
do
have
to
the work.
the
they
hand
because
job
in
the
equipment and personnel
with

Discussion on asset-specific investments
Most of the investment for equipment, refurbishment and meeting financial burden can be
hold-up
(1996:
106)
Williamson
to
calls
what
and
subject
specific
classed as relationship
This
bilateral
dependence
because
is
hazards
(uncertainty).
they
create
or contractual
between transacting agents, increase total transaction costs and shift the behaviour of
agents towards cooperativeness. Consequently, mal-adaptation costs can be incurred
during disagreements of the self-interest type or bargaining in contract renegotiations.
Asset-specific investment is at the core of TCE and increases the complexity of contracts.
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They can increase the opportunistic tendencies of vendors who Invest for self-interest.
They reduce the freedom of choice for best alternatives in the outsourced services
becausethey increase the contract duration for the contractors. For example, the
investmentof Urn by Areno at Victoria hospital lengthened the contract from five to ten
years thus tying both parties to a long time of relationship management. They reduce the
flexibility of clients to respond to changing need when prices are fixed or incur variation
costs. They introduce significant asymmetry into future contract bids, where the
incumbent may gain unfair advantage due to investment to exclude other parties (Gander
and Rieple, 2004:64). Hence they can increase the switching costs to other vendors
should contracts fail or major disagreements arise. Asset specific investments alter the
perceptionof power balance within contract relationships and involve opportunity costs of
foregoing other partnering opportunities (Barth6lemy and Qu6lin, 2006; Brennan and
Turnbull, 1999). However the influence of trust and commitment in valuable relationships
can make the overt exercise of power, control and domination redundant. But with all the
negative attributes, asset specific investments provide evidence of vendor commitment to
a long-term relationship. Thus asset-specific investments force transacting agents to
managetheir interdependent business relationships for enduring mutual benefits.

Theseirretrievableinvestmentsalso involvethe adaptationof routines,proceduresand
equipmentthat increasethe commitmentof partiesto long-terminterdependencein what
Ford(2002:90) calls the goldencage or ugly prisonof businessrelationships.Hencein a
worldof incompletecontracts,contractsinvolvingasset-specificinvestmentsattractother
governanceinstrumentssuch as trust and commitment,valuablerelationshipsand the
expectationsof future benefitsto amelioratethe constrainingeffectsof asset-specific
investments.Thus this study confirmsthe centralrole of asset specificinvestmentsin
TCE governanceframeworkthat has enabledthose involvedto benefitwith fewer inhouseresources.The study also extendsthe validityof TCE for the outsourcingof
supportservicesin order to economiseon in-houseproduction.
5.6.4 Investing for interest

Contractorshave networksof financialinstitutionsand better accessto nationalfunds
(Agents A, 1,M, 0, S, X). However public services managers cannot borrow money as an
organisation (except foundation trusts) but are always short of money. For example:
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We cannot borrow money as an organisation but we are always short of money in these old buildings crying
out for money but the contractors, as private organisationscan. That's just the way it works (Agent 1).
The contractorsoperate services all over the country and have wider inputs. They have access to national
funds and resourcesand can borrow money or get money from the Government and make it available to us.
They invest for profit, we don't get the money for nothing. There is nothing wrong with making a profit, they
are in businessto make profit. So we have the privilege of having the money we need to function.We get the
moneywe need to do the things we want and we pay it back gradually with interest over time (Agent 1).
The contractors(Builders International)are aggressivelyin the market place so able to access national
resourcesand make them available to the trust (Agent N)

The contractorinvestmentenablessome NHStrusts maintainold buildingsand do what
theywant to stay operational,balancetheir books and repaydebt with interestover time.
But in the in-houseoperation,where managersmust wait for Governmentfunds to
is
investment
there
and because"we cannot inventa pot of
no
completerefurbishing,
moneyto do what we needto do", projectcompletionis delayed (AgentsBB and CC).
Thus,investingfor interestincreasescontractorrevenueand allowssome managersto
funds.
become
less
Government
to
dependent
from
others
accessresources
external
on
5.6.5 Investment in facilities
Some contractors have invested in rebuilding facilities more suitable for their clients either
through the mini Public Finance Initiative (PFI) or their own investment. For example:
At the Theresa hospital, the stakeholders said:
Thisis whata hospitalshouldlooklike,clean,airy,roomyandwithmuchneededprivacyfor patientsand
roomsarethe
staff,wecannowworkbetterandnotsteponeachother'stoeall thetime.Thechanging
broom
bestin thebargain,nomorehavingto changeintouniformsin cars,toilets,linencupboards,
have
bathrooms,
ourownplaceto changein andyoucanletyourheardown
we
cupboards
patient's
and
withoutdisturbing
of thetrust,butit musthavecosta lotthough
anyone,verygoodandverythoughtful
(AgentC).
NowI cometo workwitha springin mystep,nottheformerOhLordnotthathorribleplaceagain,all day
long(AgentD).
One contractor said: Weareworkingwiththebuildersto buildthisnewhospital(AgentA)
At Victoria hospital, an agent said:
Werefurbished
builttwonewrestaurants
thekitchensandcanteens
as commercial
withextensions,
Diners'DenandCaMLocateandrunthemto collectrevenueforthetrustto offsettheirmassive
ventures
costs(AgentM)
At County hospital, an agent commented that:
TheGovernment
investment
wasnotgoingto fundit (EDC)andwedidnothavethefundsso (contractor
througha 13171)
wasa wayof raisingmoneyto buildit (AgentN).
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The lack of maintenance of hospital facilities is shown by this remark:
The buildingswere not refurbishedas often as was needed. There was no preventive maintenanceyears
agothat should have stopped the rot. Things are better now but much damage was done to the services
and now we must live with it (Agent BB)

Sometrustsare enabledto acquirefacilitiesfit for the 21't Century,throughassociation
withcontractorswho investedin new facilities.The creativity,quality and designof these
buildingshavegreatlyaddedvalue to servicesofferingby improvingthe moraleof the
workforce,the imageof the hospitalsand impactingthe local communities.
Contractorsalso built new facilitiesat Victoriahospitalto help generaterevenuefor the
clientto offsetcostsfrom their enormousdeficits.In the bargain,the contractorstie the
handsof the truststo lengthymortgagesand earn themselveslong-termrevenue.But
have
investments
redressedyears of neglectin facilitiesmaintenance.
may
contractor
Thereis a perceptionof value creationfor economicrent in these exchangesthrough
investments(Dyerand Singh, 1998)or the optimisationof client processesto add value.
It confirmsthe conceptof capitaltheory (part of marketprocesstheory)that profitsand
As
2006).
(Kleinaltenkamp
Ehret,
in
the
application
capital
and
valuereside
modesof
relationshipsdeepenservicesproviderscan detect other optionsfor their resourcesnot
to
implement
business
to
solution
and
craft
supplied
a
not
alreadyservedor services
for
themselves.
the
value
added
and
extraordinary
profits
provide clientwith superior
Thusrelationalexchangebecomesa fertile contextfor economicrent or wealthcreation.
Discussion on investments in facilities
The advent of the PFI accorded the public sector the opportunity to assess, manage and
reduce the risk of providing facilities suitable for its core functions (Jones, 2000c; Okoroh
PFI
the
2002).
For
the
the
Gallimore,
Rodney
2002;
enabled
services,
support
et al.,
and
to
investment
to
their
management
and
risk
remit major project
services providers extend
improve
to
it
For
the
opportunity
an
some clients.
services managers concerned, was
their duty of care to their patients, stakeholders and workforce by using vendor resources
to provide suitable, more flexible and adaptable facilities to avoid business failure and so
reduce the risk and uncertainty of services provision. In the design build and maintain
facilities, the NHS trusts concerned also freed up capital by turning financial assets in
facilities into business services and saving on maintenance costs. These investments
through the PFI scheme have increased the participation of the private sector in helping
to provide public services by acting as a catalyst in services redesign (Bosanquet and de
Zoete, 2006; Walton, 2007). Thus, investment and know-how of contractors in FM
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becamethe "sinews of power" (Harding, 1999) that connect and incorporate the PFI
framework into NHS trusts to help some reduce the uncertainty, risk and cost of providing
suitable healthcare facilities, while avoiding business failure and costly investments.
Facilities Management (FM) enables services providers extend the scope of support
services by bundling support services with facilities management and maintenance
(Rodney and Gallimore, 2002). FM and real estate management also offer NHS trusts,
new ways of adding value to support services offerings and solving the problems of
effective use of business spaces. These give support service managers the opportunity to
learn how to combine resources (Akbar, 2003; Jamali et al., 2006). For example,
UniversityCollege sold its redundant real estate in London to turn its deficit into surplus
and so profit the trust through resource combination (Gainsbury, 2008). Some managers
share the control and management of the buildings where they work but do not own.
The successful management of interdependent relationship helps reduce opportunistic
tendencies and the complexity of contracts through trust, loyalty and commitment.
Thus FM extends the opportunity of some services managers to develop in areas of
resource combination and relationship management to avoid control and power politics.
The present state of FIVI
But FIVIis a young discipline with no solid body of theories and few published research
(Salonen, 2004). It presently relies on general and relationship management literature
(Ventovuori,et al., 2007). Also, studies in support services are relatively rare (Salonen,
2004), while those in risk assessment and management are lacking (Alexander, 1992;
2003; Okoroh et al., 2002; Rodney and Gallimore, 2002). But FIVIand real estate
managementare essential services, offering firms new ways of addressing the problem of
optimising the use of business office spaces. Consequently there is a challenge to secure
the future of FIVIas a credible discipline built on strong theoretical foundations dedicated
to understanding and developing the discipline. There is also need for more research to
identify best practice and benchmarking worth pursuing (Ventovuorl, et al., 2007).
This thesis contributes to FM studies in the areas of inter-firm relationships involving FM
built environments and estate management. It also adds to the literature on innovative
designs and the change they bring to the workforce and the local community and hence
accords FIVIproviders the role of catalytic agents using their resources and knowledge (as
inward investment) to bring about change to workers, managers and local communities.
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Table 5.13
Theme

Agent's
code
Signification F

Analysis of Invest ment theme
Knowledgebase
Communication

F, K

Investmentin
training ensures
knowledge
skill,
in
andexperience
servingcustomer
needs

A, E, M
BBSX

Ancillary staff were
bottomof the pile so
why train them

A, E, M
BBSX
A, E, M
B, S, X

Trainedstaff are
moreeffectivein
respondingto
customerneeds

BBEX

Bettertrainedstaff
-Now my staff arewell trained,moremotivated
meansbetterquality They get betteruniforms,look moreprofessional
for
They
have
do.
better
they
and
services
what
recognition
products

R,

for
the
of
reasons
choosingthe present
-One
primary contractorwastheir management
structureandinvestmentin personnel.It showsa
long-termview of the firm for management
effectiveness,successandbetterimage
NHS hasinvesteda lot in developingpurchasing
teamsto be moreresponsiveandeffectivetoday
The
MIS
truststo training
the
commitment
of
ancillarystaff wasvery low. Therewasno point
(contractors)
invested
in
lot
staff training
a
-But
in
have
better
trained
we
staff
especially
-Now
food andpersonalhygiene,which hasdirect
effect on all who eathereboth staff,patientsand
training
visitors.Also we do management

in
in
invest
lot
money
staff
a of
-We estates
training.The staff havea senseof ownershipand
pride in maintainingtheir equipment24/7
few
do
a year,we
-In areaswherewe only a
outsourceservicesbecausewe cannotafford to
havetrainedpersonnelon siteto dealwith them

R

Biggerspecialist
firms investin staff
trainingto do more

R

help
invest
in
bus
Local community
to
the
staff
our
and
a
snug
-We
involvementprevents local communitywith night time transport
disruptions
possible
have
to
nationalresources.
access
-Contractors
They canborrowmoneyandmakeit availableto
the trust. We paybackover time with interest
Relationship-specific -Contractorsinvesteda lot of moneyin canteens
investmentslengthen cafesandrevampingthe kitchensto raisefunds
contracttenure
He who hasthe gold, Contractorscanget moneyfrom Governmentfor
it
is.
buildings
but
That's
the
the
we can't.
way
new
makes rules
Worth makingeffort Onebenefitof foundationstatusis the ability to
to achieveautonomy borrowmoneyanddo the thingswe want to do
Our supportservicesvacancyandturnoverrate
Dependence
on
for
due
aregreatlyreduced to the contractors
contractors
Supportservicesarecritical to this MIS trust
reliableservices
Hasright to profit via Theyare in businessto makemoneywe know
in
for
We
don't
that.
their
uplifts
get
money
cost
nothing_
annual

R, I, N
E, H, 1,
K L, M,
0 S, X,
Domination R, I
R, I
I, K
I, K, M
Legitimation I,
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5.7. Pooled Managerial skill and experience theme
6.7.1Introduction
The concept of management has been studied through different lenses resulting in varied
views (Handy, 1997). The inability of the classical view of management, to deliver profit
maximizationthrough formalised control and co-ordination of economic activity, led to the
search for alternative forms of management (Reed, 1984). These are management as a
social process aimed at achieving organisational goals (Child, 1972,1997; Dalton, 1959;
Kotler, 1992; Mintzberg, 1973,1990; Pettigrew, 1973) and management as a resource of
skilled, educated and knowledgeable professionals using organisational routines and their
formal authority to effectively neutralise environmental threats and access resources for
organisationalsurvival and profitability (Kanter, 1989; Kleiner and Roth, 1997; Thompson,
1967; Uhlenbruck et al., 2003). This pool of skilled and experienced managers are the
knowledgeableagents of structuration theory (Giddens, 1979,1984) who given access to
resource can make a difference to their departments, roles, positions and organisations.
Managementprocess focuses on the power struggles over resource allocation and the
problems of reconciling different organisational views and diverse and divergent political
agendas. Consequently, managers become skilled negotiators, (Mintzberg, 1990) adept at
looseningcontrols on themselves and tightening them on others (Dalton, 1959) or using
access to resources to build relationship networks of dependent coalitions for support and
influence (Kleiner, 2003; Kotler, 1992; Krackhardt and Hanson, 1993). Some become
1990).
for
Mintzberg
(Reed,
1984;
organisational
survival
skilled at resource mobilisation
Thus, management time and effort are expended on resource mobilisation and group
manipulationto control and dominate decision-making agenda over resource allocation or
change processes for the achievement of organisational goals (Perrow, 1986; Hall, 1991).

Butsalariedmanagerswere not employedto make decisionson organisationaldesign,
operationsand investmentsthat determinethe abilityof corporationsto compete,grow
and maybebecomesuccessful(Chandler,1990)-untilafter the separationof ownership
from control(Berleand Means,1932; Famaand Jensen,1983).
Professional
-managerswere then expectedand indeedengagedto disciplineand control
workers(Foucault,1984)in effectiveproductionfor the appropriationof surplusvalue and
profitability(Burawoy,1985; Marx, 1990;Stanworthand Giddens,1974;Wood, 1982).The
subsequentuse of managersin large complexorganisationsto coordinateeconomic
activityand their searchfor legitimacyhelpedto justify managerialrole as disciplinarians
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and controllers in support of productive functions in large complex organisations like NHS
trusts (Britnell, 2004; Famdale and Brewster, 2005; Hailey et al, 2005; Wray-Bliss, 2002).
Hence the role of services managers as controllers of financial and human resources in
productivesupport services to provide better services to their local communities.
In the context of the NHS, medical consultants control the decision-making agenda and
outcome, mobilising forces to neutralise decisions, policies and processes regarded as
detrimentalto their autonomy and professionalism (Llewellyn, 2001; Maynard, 2005;
Thorne, 1997). Consultants and medical managers dominate resource allocation
decisionsthrough "priority setting" and the inclusion of "wider views" in budgetary
planning hence such decisions become lost in pluralist agendas (Bachrach and Baratz,
1962). The refusal of some consultants to engage in medical audits and subsequent
delay in implementing a uniform information technology across the health service, are
cases in point (Anderson and Goodman, 2002; Foster, 2005; Haeksma, 2002). Thus the
support services managers have had an uphill task in dealing with other healthcare
professionalsand managers as other researchers have also noted (Niven et al., 2005).

However,professionalmanagerswere not introducedin the NHS until after the Griffiths'
Report(1983)which arguedthat the differencesbetweenthe public and privatesector
organisationswere muchoverstated.Subsequently,generalmanagerswere drawnfrom
the privatesector(with limitedknowledgeand experiencein healthcaremanagement)into
the NHSto supportand strengthenline managementagainstprofessionaldoctorsand
nursesin decision-makingand to be more accountablefor publicfunds as better resource
allocators(Klein,2001; Pettigrewet al., 1992).This actionwas seen as a preludeto the
separationof ministerialcontrolfrom the daily operationalmanagementof individualNHS
trustsin orderto devolvepowerto frontlinestaff like supportservicesmanagersfor better
accountability,transparencyand local relevance(Levittet al., 1999; Lewis,2005).
5.7.2 Managers as key to departmental function (Depicted in Table 5.14 below)
Many managers were perceived as key to support services irrespective of services being
outsourced or in-house (Agents E, F, G, 1,M, R, Z). For example managers said:
If the facilitiesare well managed it make no differencewhether they are outsourced or in-house. Depending
on the size of the operation, the key to it is really management.We are a very big trust so we can afford to
do things smaller organisations may not be able to do so there is a degree of training involved, affordability
of trained personneland the necessary knowledge and equipmentto do a better job or give better service
(economiesof scale) and have the technical knowledge to be able to maintain the equipment(Agent R)
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It all dependson how you manage the service. It is all about having a good clear strong management
Structureto managethe contracts because you are ultimately responsiblefor providingthe services. If
Youare a very good manager,waste in catering should not be a problem (Agent Z).
Oneof the reasonsfor choosing the present primary contractor Is their managementstructure. It shows that
the companyis taking a long-term view and is not just out for short-term profit. It is to the advantageof the
trustto get better value for money through the contractors Investing In management structure.
Sowhen we tendered the service, we looked at cost and expertise that can benefit the trust (Agent F).
Experiencedand skilled managers care for the customers, project a better company Image and make the
businessmore effective and successful (Agent F).
We went for the best services provider, not the cheapest. It all depends on the management(Agent E)

From these excerpts the skill, experience and expertise of the managers were regarded
as key to management and getting value for money that benefits the client organisation.
5.7.3 Contractors as professional
Many client managers saw contractors as professionals in their chosen fields doing
professionaljobs with pride and commitment in meeting their contractual obligations.
For example managers said:
Theyknowwhatis expected
so theytakeit seriously(AgentsI andK)
of themandtheyareprofessionals
Contractorsare big conglomeratesable to meet the needs of the trust. We interact with them as
professionaland they do a professionaljob (Agents 1,J)
The contractorsbring a lot of skills and knowledge and they are professionalsin their chosen fields (Agent 1)
They have their pride as professionals,we in purchasingknow (Agent K)
They are very professionaland they do a professionaljob we are satisfied with them. Patients now have
Morechoices in food (Agents I and K). We won the best hospital award last week (Agent K)
Nowthings are done more professionallythan before (Agent E)
They are professionalsand work to set standards.We set rigid standards for them to meet Government
regulationsand we are satisfied with their work (Agent N)

The contractorsalso see themselvesas expertsindividuallyand corporatelyin their
chosenfields with the requisitetraining,skills, knowledge,expertiseand experienceto
Meetthe contractedneedsof their clientsor in some cases exceedthem.
Forexamplesome managerssaid:
It is importantto see that people (managers)are properly trained and that they properly serve the needs of
their customers(Agent F).
We (contractors)have pooled together a lot of experiencehere, we have come from different walks of life,
Weare very (very) experienced as purchasing managers,they (the trust members) benefit from what we
havegot, our contacts, knowledge,skills and experience (Agent G)
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Ohyes we have professionalmanagers who are well trained, they have both technical and managerial
qualificationssome are studying to gain their full diploma or second higher-level managementdegrees and
Someare going on to masters degree level (Agent Z)
As World Agents, we network with others to learn best practice and know who is who In purchasing.
This is one of the advantagesas purchasingcontractorsto the trust. We advise the facilities manageron
Mattersof commercialinterest and best practice. Purchasing has always been a professionalbusiness and
Weadvise the trust with their commercial purchasing(Agent F).
We are a cateringfirm now in facilities management.We are experts in catering services to whosoeverfrom
Royaltyto the man in the street. We believe that we are the best In what we do (Agent M)
At Premiereveryonegets training and you do managementtraining in dispute and learn other things as well
(conflictmanagementand budgeting)and it is free of charge (Agents H, S and X)
TheyemployedAreno to bring in customer service rather than having to employ Individualexperts. They only
haveto employ one contractorwith the knowledgeof all the experts within one massive organisationas a
one-stopshop (Agents M and 0)
I am trained. I worked in the armed forces as an electrical and mechanical engineer. I then went and trained
as a chef and worked in many hotels and restaurantsin Britain, France, Austria, Italy and got into catering
managementand from there to facilities management.Now I manage the full facilities (Agent M).
I haveworked for World Agents for eight years in different countries but before that I was In the armed forces
so there is a lot of experienceoutside purchasing(Agent F).

I havequalifications
in hotelcateringand management.I havelotsof experiencein and out of the NHS,I
haveworkedfor contractorsin the commercialand privatesectorsandwill recommendit to my colleagues
to helpopentheireyesand broadentheirexperience(AgentE)
was head chef at a hospital in Melbourne before I went in to do the office side of the job. I started to
understandabout budgeting and ordering and slowly moved into where I am today (Agent X)
I have been in this chair for ten years, as a contract domestic manager for nine years and in and out of the
NHS so I am qualified and have experience to manage this lot (Agent BB).

I usedto be a cleanerbut Premiertrainedme at nightschooland nowI manageothercleaners(AgentT)
I have been in the NHS for twenty years having graduatedwith a degree in public administration.I then
joined up as a graduate trainee manager in support services. I have had three commercial breaks working
for public service companies and major hotel chains so I have experienced both sides (Agent Z).
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5.7.4Competence of contractors testified
The ability of services providers to satisfactorily meet the contracted needs of their clients
Wasa testament to their competence. For example some said:
We adhereto the same Government benchmark of services and standards of service whether outsourced
or in-housebut a good contract manager makes the difference. If you have a good manageryou will work
well,and quicklywith them otherwise you will have problems and conflicts and it becomesdifficult (Agent 1)
We have standardisedmonitoring systems for performance.The star rating Is an issue. But they know what
is requiredof them and they take it seriously and meet the needs of the trust (Agent 1)
Theywould not have renewed our contract if they were not satisfied with our performance(Agent L)
We capped all our services within one contract price and transferred a lot of risk to them but they met all the
needsof the trust. They bring a lot of skills and experience.We are satisfied with them (Agents I and J).
We have one primary contractor with all the expertise to maintain all our existing contracts and we are
satisfied(Agents E and F). They bring a lot of skills and experience and we are satisfied (Agent K)

5.7.6 Skills and knowledge transfer

The professionalismof the contractorsalso resultedin skills and knowledgetransferto
some support services managers in their work. For example some admitted that:
Theyare professionalswe learn a lot from them, we are now able to see healthcare as a business and keep
Withinour budgets (Agent 1).
We learn from their network of prudent managementto see healthcare as a business (Agent 1).
The contractorsbring a lot of skills and knowledge and they are professionalsin their chosen fields (Agent 1)

Thingsare donemoreprofessionallynowwe learna lot fromthem(AgentE).

6.7.6 Dependence and control through expertise
Becauseof their individual and corporate expertise, services managers perceived their
dependenceon contractors for the smooth running of their support services, which they
said is critical or vital to effective healthcare delivery.

Forexamplesome managerssaid:
Ona dailybasis,they are dependenton us (contractors),
we savethemlabourand personnelcosts,we
comeup with ideasto makethemlookgood,we improvecleaningand performancestandardsso theyget
betterscores,we exceedtheirexpectations(AgentM)
Hospitalsdependon contractorsfor supporton patients'servicesto continueor the hospitalswill grindto a
halt.Supportservicesare crucialfor the smoothrunningof healthcaredelivery(AgentK)
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Theywill never be able to do it because of their massive overheads (Agent M).
Hospitalsare dependenton them (contractors)for food and services (Agents J and K)
Thingsare done differently now. We provide services to a higher standard than the NHS ever did (Agent A)
We may be seen as contractors but we are still in control (Agent A and B)
The contractorshave managedto let the public know how important the support services are. Hospitals are
usuallythought of as doctors and nurses, but without the support services, hospitals could not function
(Agent1)

5.7.7 Discussion
Although services providers are aggressively in the market place and need no introduction
from anyone (Agent N). There are certain criteria for choosing suitable ones. For example
some were chosen on their reputation and credibility, which they guarded jealously, their
financial standing or the ability to withstand a financial crisis and previous performance but
mostly on the strength of their management structure as stated above. This was evidence
of their commitment to long-term service of value to their clients. They are regarded as
expert professionals and they perceive and regard themselves as such. The contractor
managerscome recommended due to their skills, experience, know-how and corporate
reputationfrom all walks of life with diverse experiences they can transfer to their client
Managers.
To be a competent professional entails lengthy education, prolonged training and
by
become
time
the
Having
peers and
approved
requisite
and
apprenticeship.
served
become
fields
to
in
their
officially accredited, professionals gain experience
chosen
proficient in the know-what, know-how and know-why of knowledge. Consequently, the
knowledge,skill and experience of the services provider managers enable them to regard
themselves and be regarded as professionals. Their professionalism is subject to ethical
code of conduct that reduces the performance risk of sub-optimal service delivery and the
relational risk of opportunism. Thus the support services managers involved have the
Opportunityto acquire skills, knowledge and expertise from their vendors to enable them
negotiatewith other healthcare professionals in resource allocation and decision-making.

Thereis a lack of leadershipand financialmanagementskills in the NHS,which has been
blamedfor their financialproblems(Houseof Commons,2003; Kmietowicz,2006).The
transferof knowledge,skills and commercialacumenfrom providersto servicesmanagers
*
is helpingto meetthis need and improvedthe financialstandingof sometrustsenoughto
attainfoundationstatus (Timmins,2007a).Furthermore,the lived experiencesof these
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managersfrom diverse works of life and their role help to structure their experiences and
perceptionsin their jobs. The vital role of support services is acknowledged, as Is the
importanceof good contract managers. Both have evolved in the context of refocusing on
core competence, the outsourcing of support functions and the need to access scarce
resourcesfrom the commercial sector for mutual benefits. Thus, managers have become
change agents (Drucker, 2004; Handy, 2000; Jennings, 2005; Senge, 1999), using the
power of agency and the opportunity accorded by support services outsourcing to change
their roles, positions and departments through learning and professional conduct to
improvethe image and status of support services and add value to patientst offerings.
Most of their clients are satisfied with their performance and renewed their contracts. At
the time of writing no contractor has lost his contract. Managers as professionals with the
knowledgeto perform effectively use communication to inform all concerned, set priorities
for action and so strengthen their relationships for improved services (Barnard, 1938).
Meetingsare also used to solve problems to prevent damage to relationships through
conflict (Drucker, 2004) and reduce wastage through duplication of services.
Both client and vendor managers draw on the resources of their respective organisations
(Giddens, 1984) to enable them listen, negotiate, and successfully prioritise and exploit
opportunitiesand implement decisions (Drucker, 2004) to get the job done and obtain the
scarce resources needed to reproduce organisational resources. Consequently, support
services outsourcing investment in managerial expertise can be said to prove beneficial to
services managers through professionalism and effective performance of the provider
managers in coordinating activities to meet the contracted needs of the trusts. This
confirmsthe tenets of the effectiveness of executive managers (Barnard, 1938) and the
knowledgeabilityof agents in structuation theory (Giddens, 1984) as what they know and
what they can do (Pleasants, 1999) to bring about changes (Kaspersen, 2000).
Indeed in some trusts, the client managers allow the services providers the freedom
to provide services within the agreed specification. This is in line with the tenets of
professionalexperts not requiring external control to function effectively (Giddens, 1984;
Stephen and Pollitt, 1994; Weighman, 1996). Thus, their long-term relationships have
enduredwith built-in trust and mutual respect to reduce the overt use of power and control.
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But the client managers perceive themselves as being dependent on contractors for
effective healthcare delivery through a more reliable and continuous support services.
It has been established that the contractors have the power over the scarce resources
neededfor support services delivery. These are financial, expert know-how, knowledge
facilities
But
the
the client
in
of
operation.
over
control
and skills and some cases,
disposal.
both
Consequently,
to
their
have
parties
at
power
managersalso
authoritative
interaction negotiate and agree on ways of meeting their objectives without resorting to
Thus
is
interdependence
through
control
politics.
shared
power plays and organisational
in
discretion
using
and consensus place of power or control for mutual benefits.
This study adds to the literature on successful inter-firm relationships, contributing to the
debate on power and how those in contractual outsourcing relationships have managed to
Thus,
knowledge
1991).
is
(Zukin,
there
learning
transfer
benefit
it
for
and
contain
mutual
from the vendor managers to client managers who are being developed as professionals.
Observerswatch to see if a bureaucratic organisation like the health services can become
O'Hara
1990,1999)
2006;
1996;
Senge,
(Jamali
learning
with
et
al.,
al.,
et
a
organisation
the new partnership culture for comparative advantage (Reeve and Warren, 2004; Schein,
2004). Consequently, this study goes beyond the concepts of structuration theory and the
boys
backroom
liberate
to
from
to
services
managers
requirementsof effective executives
knowledgeableagents coordinating hotel services activities and professionals able to
decision-making
(Niven
2005)
in
healthcare
professionals
et
al.,
negotiatewith other

involvingthe effectiveuse of scarcehumanand financial resources.

228

Analvsis of Pooled Managerial skill and experience theme
Agents Knowledge Communication
base
code
facilities
difference
it
Signification E, R, I Expertiseis
are
well
managed,
makesno
-If
the key
whetherit is outsourcedor in-house
key
it
is
to
management
-The
have
don't
services
expertise
outsource
where
we
-We
in-houseto maintainthem
is
degree
involved
training
a
of
-There
is
keeping
knowledge
constant
up
and
updating
-There
with technology
in
trained
personnel
are
placethenyou can
-When
benefitfrom economicsof scale
have
knowledge,
the
necessary
equipmentand
-Experts
betterfacilities to do a betterjob or give betterservice
have
knowledge
technical
to
maintainequipment
-They
key
is
to
a
good
contract a goodcontractmanager
-The
bring
lot
knowledge
E, 1,K,
a
of
skills
as
and
-They
professionalsin their chosenfields
for
E, F
contractors
werechosen reputation
-Thepresent
pastperformance,andmanagement
structure

Table 5.14
Theme

have
Premier
training
H, S, X
managers
-All
full
facilities
trained
to
the
EMRZ
am
manage
-I
do
job
LMOS
a
professional
-We
TX
Experience& -We havepooledtogethera lot of experiencehere
G
lot
Know-how
to
transferred
a
of
capped
all
risks
our
services,
-We
themandthey met the needsof the trust
based
staff
canteens
on commercialventures.
are
-Our
income
to
them,
offset
us
manage
with
provide
-They
our costs
their
well
J, K
very
staff
and
own
manage
recruit
-They
to
F
maintainall
with
expertise
engage
a
contractor
-We
our existingcontracts
here
G
-We aremorecommerciallyaggressiveandwe are
to savethemmoney-that'sthe bottomline
NHS
higher
the
than
A, B
of
service
a
standard
-We provide
1,K,W
N

Skills transfer -We learna lot from themespeciallycommercialskills
during
learrit
lot
from
have
contractors
negotiations
a
-1

in
is
A, B,H
-Su2portservices changing waysmanagerswork
Domination E, K, R Dependence -Hospitalsdependon contractorsfor food andservices
depend
M
to
supplysupportservices
on
us
-They
Commercial -We maybecontractorsbut we are in control
Know-how/ -Theyareprofessionalsbut we managethembecause
A, B
we getcomplaints
I Rightsand
Legitimation M
-We exceedour clientsexpectations
I
the
trust
the
of
all
met
obligations
needs
-They
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5.8 Innovation theme
5.8.1 Introduction
Global competitive environment demands that firms use scarce resources like funds,
personnel and expertise more efficiently and effectively to retain a competitive edge and
Commercial
innovate
2005).
Brown,
(Osborne
services
providers
routinely
profitability
and
to stay ahead of the competition in providing such services to more clients and hence
increase their profits. One aim of support services outsourcing was for a more efficient and
effective utilisation of such resources. Innovation is an opportunity to exploit the vendor
benefit
to
to
novel
something
and
new
produce
customers (patients
resources creatively
in
food
innovation
is
in
implicit
by
Thus
the supply of
and
services
association,
and clients).
for
benefits.
trusts
hospital
to
mutual
support services
Innovation is a specific form of change, radical, transformational, disruptive yet creative, a
in
that
faceted
needs
can
meet
new
services, products or processes
many
approach
(Christensenet al.,2004; Henry and Mayle, 1991; Jolly, 2003; Osborne and Brown, 2005).
Hence organisations both public and private engage in innovation to meet customer need.
Innovationmeans different things to different people and at different times (Innovation,
2002:42). In short it is difficult to define but seen as the ability to turn creative ideas into
(Christensen
Innovation,
2002;
2004;
that
needs
al.,
changing
et
meet
commercial reality
Seltzer and Bentley, 1999). Innovation is the life blood of development or upgrades (Jolly,
2003:27; Morita, 1992), central to wealth creation, driven by challenges to widen business
demands
latent
to
increase
market offerings
meet
add
value
or
choices,
customer
scope,
(Innovation,2002). Innovation is about profitability, economic growth, gaining competitive
(Jolly,
in
2003; Osborne and Brown, 2005). It is
the
market
place
advantage and success
be
10%
the
inspiration
discontinuous
to
90%
with
and
past
said
productive change,
It
is
(Kanter,
1983).
and
creating
employment
also about
acquisition,changing values
different
in
Interaction
different
through
the
doing
by
or
way
a
something
creating surprise
between material, technology and the organisation (Harding, 2005). Thus, organisations
improve
innovate
through continuous adaptation.
differently,
driven
to
or
are

In the healthservicewhere budgetsare perenniallytight, specialisationand professional
tribesrife, there are many obstaclesto changehence innovationthat is radicaland
destructiveyet creativein meetingthe changingneedsof patientscan overcomethe
barriersto meaningfulchangeand progressin supportservicesand in the organisation.
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Thus contractor innovation has been the force driving change and innovation in hotel
services. By the aid of services providers, many services managers found new ways of
food
like
delivering
the executive chef menus and cleaning
care,
serving
raising revenue,
with A-plus equipment to better meet the changing needs of their patients or departments.
5.8.2 Reasons for innovation (Analysed in table 5.15 below)
Innovationcan stem from chance observation of a need. For example the visitors' caf6 at
Victoria hospital was a chance observation that visitors prefer places to meet with patients
and relatives and chat rather than use staff canteens (open to the public). This
observationspurned two caf6s and two commercial ventures, Diners'Den and Caf6
Locale,which are now in town making money for the contracted firm. The new caf6s also
help
for
trust
them to offset their total costs. This Is shown as:
the
and
provide revenue
We created two new restaurants, two new commercial ventures, Diners'Den and Caf6 Locale for them and
come up with other ideas to make them look good. We look after them. They are our clients (Agent M)

The same idea has been incorporated at County (Agent 0) and Karena hospitals (Agents
I and K) with success. Thus services managers in partnership with commercial services
providersare enabled to mobilise provider's scarce resources of investment for innovation
to generate revenue for their trusts and increase provider's profit or reputation.
TheideaforCafýNovoherecamefromVictoria.WehaveDiners'Denthereandwe providethesame
here.Visitorslikeit because
staffcanteenis upstairsandsomepeoplepreferit downhere(Agent0).
service
Our coffee shop for visitors' restaurantand staff canteen are based on commercial ventures. The contractors
managethem to provide us with income to offset our total costs (Agents I and K)

Servicesproviderscollaborateto enhancethe profileand profitabilityor meet the
changingneedof their client in order to retaintheir customor enhancetheir own
reputation.This was'the case at TheresaHospital,where one servicesprovidersaid:
We are working with the builders to build this new hospitalwith creativity and imagination In mind
It will be the flagship of the hospital and we are a part of it (Agent A).

Governmentagenciesalso haveto find new ways of helpingtrusts functionbetteror lose
theirrelevance.For example:
PASAnow has electronic catalogues as well as hard copies so we can keep records and see what we are
ordering(Agent K)
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Commercialservices providers need the edge provided by innovation to win new contracts
to increase their influence or retain existing ones. For example:
We may be on site and have been up and down with the client but It Is the Innovation that helps us win new
bids so we keep at it (Agent 0)
You have to know how to cope with the new things that the trusts want done, that Is the challenge (Agent 0)

Clientsexpectinnovationfrom servicesprovider.For example:
We look to the soft FM (support services) contractorsfor innovation in food and services. There are things
that the trust feels a moral obligation to do even though they are contracted out (Agent R).

Innovation is seen as a benefit from support services outsourcing. For example:
The main benefit of outsourcingto this trust is innovation.We may know what we need as an organisation
,
but the contractorshave visions and views of how they can provide more services and do it better with wider
input and more sources of supply than we ever did (Agent 1).
They (contractors)come up with ideas to help us achieve our goals (Agent 1)
There are more patient choices in food especially on the private wing of the hospital (Agent K)
I think that Assured is doing a better job than when I was in the NHS. They are getting the latest products to
the patients.It helps to give patients a choice and to reduce possible wastage (Agent X).

TherearenewproductscomingthroughfromAssured.I thinkthe nextfew yearswill be Interesting(AgentX)
Premierhasa businessedgethat comesthroughin the servicesthey provide(AgentX).
Werevampedthe restaurantand madeit a moreenjoyableplaceto eat (AgentX)
Foodwise -1 don't think that there are masses of changes with the NHS but there is more innovationwith
Assured.Ideas come in to help patients get better service through Assured. On this site we have a green
acre garden a kind of a la carte for the children to get better choice of menu. There Is a housekeeperon site
to cook it straight for them no matter what time of day (Agent X)
This placewas a dump when we came here. Not just here at Featherstonebut at the other hospital wings
too. But look at it now, no more buckets and mops, no chemicals either. We implementedthe new (Al -plus)
specialgroup of cleaning equipment.We use linco machineswith microfibre cloth to clean and polish floors
in publicareas in no time at all, very efficient and saves labour cost. The hospital is cleaner and more
hygienic(AgentT)
The new floor we built are padded and softer so our feet don't ache from walking all day and night, very good
for nursesand doctors and for cleaners too (Agent T)
We also have the electronic palm pilot for monitoringcleaning areas, which makes it consistentevery time
becauseit is standardised.We work with the times and make the place more hygienic. (Agent T)
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We have this new catering steam simplicity dishes you just microwave and it retains its taste and flavour
even though it is cook-chilled(Agent S)
All our cleaningequipmentand cloths are electronicallymarked so they are automatically returned to
designatedareas and not lost or cross used like before (Agent T)

Other benefits from outsourcing seen as innovation:
There is a special vacuum machine that sucks up broken glass or medical waste so cleaning Is easier and
contaminationor cross infection of staff is reduced.Then there is the microfibre flat cleaningcloth. It Is new,
in
it
incorporated
disinfectant
has
but
disposable
so no more chemicals and buckets for toilets or dirty
not
areas. Cleaningwith this cloth, we can kill 99% of the bacteria in those places so it Is good for Premier and
the cleaners.It is really good for cleaning and does it in less time so we have less staff to do the work and
do it better. It helps with hospital infection (no MRSA here so we keep out of the news media) (Agent T)
There are new automaticwashing machines with computerisedcorrect temperature for all kinds of soiled
linen and equipmentso no more cross infectionwhile cleaning laboratory areas or washing out the rags and
cleaningcloth we use (Agent T)
We seem to have created a multiculturalenvironmentin this trust, which has its many challenges and
Assured
like
feel
to
difference
that
make
changes
a
we
will
make
and
contractors
with
work
problemsso we
improvepatients' experiencethrough the trust. Years ago patients could get by with sandwichesand tea for
lunchbut not any more. The multiculturalpatients we have here demand certain diets that only
(Agent
to
V)
them
that
Assured
like
work
provide
so
we
with
make
possible
consistently
can
professionals

Theseexcerptsreflectthe varietyof benefitsmanagersperceivedthey receivedas
innovationfrom supportservicesoutsourcing.Sincethe managersregardthese as
innovation,they are treated as such. However in some trusts, there was limited innovation

becausethey Werein an interimperiodas the agentsexplained:
There is no innovationhere since we aim to close this site in four years and move into a brand new building
but we have protectedmeal times and celebrity chef dishes for the patients (Agents A and B).

Discussion
Manymanagersin the contractedsupportservicesperceivedthat the contractorshave
broughtinnovationin food, services,new venturesto generaterevenueand new facilities
with alternativeways of workingas a consequenceof supportservicesoutsourcing.Some
trustsoutsourcedfor or expectedinnovativeservicesfrom the contractorand got them.
Thusinnovationcan be regardedas an extensionof contractualrelationshipbenefits.
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Many managers reported working as teams in a spirit of partnership with the commercial
operators. Team spirit and partnership provide the special environment for innovation to
thrive (Christensenet al., 2004; Kanter, 1983). It allows the cross-fertilisation of ideas for
Innovative
flourish.
to
to
staff must be allowed to explore
problem solving enable creativity
imagine,
take risks, experiment and be allowed to fail without
to
time
possibilities, spend
Through
2002).
Innovation,
(Jolly,
34;
2003:
constant communication, managers
ridicule
implement
their
and
agreements and find new ways of
negotiate, agree on consensus
providing support services to their trusts to meet the ever-changing needs of customers
and save on total costs or generate revenue to reduce their perennial deficits.
The contractors must continuously innovate to stay ahead of the competition, avoid
increase
their
or
areas of influence, maintain reputation
contracts
new
obsolescence,win
(Drucker,
their
1998;
Osborne
Brown,
increase
to
edge
competitive
retain
and
profits
and
2005). To spur them on in the race to innovate, some contractors coined slogans to this
has
"unlock
the
Assured
For
problem and make it happen" showing their
effect.
example,
focus on problem-solvingwhile NHS motto should read "refer to higher authority and if in
doubt, deny everything". This reflects their lack of accountability and constant reliance on
higher authority positions. Consequently, a confident "can do attitude" (Agents M and 0)
(seen
inertia
innovation)
initiative
turn
take
to
the
shun
can
as
enemy
of
and
with
ability
Thus
for
team
innovation.
into
ideas
an
environment
of
spirit
and
partnership
creative
ideas
innovation
flourish.
to
does
benefit
and
enable
creative
and
grow
support
mutual
The creativity, combination of materials from complementary assets of services providers
know-how
have
different
technology
their
creatively
and
produced
something
and
clients,
in new ways of doing things. For example, domestic workers were content cleaning with
A-11
Plus
from
Premier arrived and
dusters
till
the
new
equipment
wet mops, rags and
displacedwet cleaning, mopping and media attention on hospital infections especially at
Featherstonehospitals. Now Karena hospital has adopted the "linco-machine" that cleans
to
the
floor
Thus
less
people
clean
same
meter
of
space.
square
needs
and
and polishes
new products resulting from innovation can displace outmoded ones and spurn its own
usage beyond its origins.

In the in-houseoperationsthere was very little sign of innovationbut they incrementally
improvedservices.This may be becausethe healthservicehas been describedas the
embodimentof stability,conformityand continuity,beingweldedto politicaltimetableof
financial
hence
favouringonly episodicincremental
fixes,
pressures
quick
underconstant
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and adaptive or non-disruptive changes (Moore, 1992; Osborne and Brown, 2005;
Pettigrew et al., 1992). This maybe because most people in the NHS believe that they
work in it (security of tenure) while contract workers work for their private commercial
(by
themselves
meeting contract obligations). Consequently,
prove
company and must
their
have
of
activities (due to incentives and no
ownership
more
contractor workers
blame culture) than in some trusts, where people focus on their job levels and keep their
heads low, out of the firing line hoping that the torrent fads of change may pass them by.
Although innovation has benefited some trusts beyond the confines of their origin, as in the
Plus
(caf6
Novo)
A-1
and
cleaning equipment, the contractors
adoption of new ventures
lengthened their contract period through protracted mortgages or investments or both and
aim to earn longer streams of revenue. Thus innovation can be a double-edged sword
benefiting
but
for
both
mostly
managers
most
ways
cutting
private contractors (Day, 2007).
Innovationalso entails costs as unintended consequences.
5.8.3 Cost of innovation

Althoughorganisationsthat innovatereap rewardsin increasedbusinessscopeand
for
innovation.
is
there
to
competitive
value
advantage,
added
a
cost
or
customerchoices
Innovationin hotel servicessuch as cook-chill(frozenfood) and the A-plus cleaning
de-skilling
losses
jobs
led
have
to
and
of cooks (Barley,1990;Wood, 1982).
equipment
Althoughthese creativeideasenabledomesticstaff improvehospitalcleanlinessor
their
food
to
constrainingeffectson ancillaryworkerscan
patients,
served
uniformityof
innovation
like
beneficial
hence
themes,
their
with
outcomescan also
value
reduce
social
detrimental
to a sectionof societylike ancillaryworkers.
exhibitunintendedoutcomes
The effectof the job losseshas been mitigatedby ancillarystaff job mobilitywithin the
healthservicesand the ability of contractorsto transferstaff whereverin the world they
happento havecontracts.But the in-houseancillaryworkershave no such options.
Consequentlymanytrusts benefitfrom their partnershipwith commercialcontractorsin
newways of working(newfacilities),new ways of revenuegeneration(new ventures)and
improvedfood and servicesto meetthe changingneedsand tastes of multi-cultural
be
benefits
But
marredby unintendedconsequencesof job losses.
can
patients. such
Anotherunintendedconsequenceof innovationis perceiveddependenceof the client
managerson their services providers since they have lost in-house skill, knowledge and
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know-how to provide their own services. The loss of jobs and deskilling of cooks, cleaners
jobs
forces
be
to
change
some
or
moved to where contractors
and ancillary personnel
have other contracts. But the trusts that outsourced services were not disappointed with
their overall benefits gained. Thus this thesis adds to the literature on the benefits and
in
the
innovation
time
this
context of pubic sector support services,
costs of
5.8.4 Innovation in facilities
FM innovative open plans turn real estate into tools that can be used to improve business
(Jones,
Okoroh
2000c;
et al, 2002). This is done through
results and achieve objectives
like
In
dormant
from
ventures
new
canteen
change
spaces,
and
work
revenue generation
The
improvement
in
inspires
environment.
work
places
and'working
place relationships
improve
the
best
their
to
support to the core function of the NHS,and
and
workers give of
their accountabilityto public funds (Alexander, 2003). FM designs also improve health
facilities
(Drucker,
1998).
It
as
well
as
customer
satisfaction
of
and safety and reliability
for
its
investors
responsibilities
risk
assessment
and
minimization
assume
enables private
in support of organisational effectiveness and business transformation (Linder et al.,
2002). Thus FM services are beneficial to some services managers and their trusts.
FM built environment promotes change by providing a facilitating environment for task
interaction
for
fostering
and
more effective
staff
collaboration
mutual
performanceand
They
2002).
low
to
them
Ilozor
trusts
2003;
(Alexander,
are
al.,
cost
offer
et
of
and
work
the flexibility of adapting them into more suitable facilities without relocation. The case of
Departmentof Social Services (DSS) sited by Jones (2000c), and Theresa hospital in this
FM
built
Thus
this.
to
testaments
environment can enable some public sector
study are
innovation,
cost savings, revenue generation and
managersachieve quality,
distinctivenessin affordable and deliverable facilities (Clews, 2005; Walton, 2007).
5.8.6 Other areas of change
The shift in ideology from state sponsored to commercial partnership has spurned change
in
beyond
department
their
transformation
outsourced
support
services
and organisational
into other areas of the trusts. For example, there is more private-public sharing of medical
facilities to share costs, utilise capacity and improve quality of patient care. In the trusts
have
better
food
frontline
facilities,
the
more
choices
privacy,
and
staff
patients
with new
have less patients to deal with due to contraction in bed capacity to achieve better privacy.
Some services managers have imbibed the ethos of seeing healthcare as a business
instead of a perennial cost to the national purse.
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Table 5.15

Analvsis of Innovation theme

Agent's Knowledge base
code
Cook-chill provides
Signification E, I, K
standardproducts
every time
E

Theme

A

A, B
H
M, 0
I, J,K

I
I
I

I, J,
1, J, N
F, K, Z
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T
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ABO X
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S, X
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less
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are
want their
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builders
the
to
arc
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working
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build this new hospital facility with a lot of
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ideas
can't
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on creative
while waiting
-We
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Nevitto
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-There
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ventures
are at many petrol stationsnationwide
Den
Locale
doing
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and
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are
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Coffee shopshave been included to serve visitors
dinning
based
staff
and
guest
services
are
on
-Our
commercial venturesto provide us with revenue
to offset our total costs
Contractor's creative -The main benefit of outsourcing in this trust is
innovation.
know-how
We
know
but
may
what we want
contractors have
acknowledged
visions and ways of providing more and better
serviceswith wider input than we ever did
(contractors)
ideas
to
come
up
creative
with
-They
help us achieve our goals
Commercial
-Contractors advice us on new ways of estate
increase
income to offset costs
Knowledge transfer
to
management
for
income
unused
spaces
are
out
rcntcd
-Our
helps
Governmentagency
tendering
us
with
ways
new
of
and
-PASA
is also creative
purchasingto savemoney. There are now on-line
templatesin line with Europeanstandards
innovate
business
forward.
We
the
and
push
-We
createdthe Cafd Locale as our brand for visitors
who don't like to use the patients or staff canteen
Plus
A-1
Creative automation
for
the
created
cleaning
equipment
-We
levels
trust and the new carpetsto relieve aching feet
staff
can reduce
Contractorsinnovate -1 don't think that there are changesin the NHS
for competitive edge but new ideascome in all the time from Assured
to help patients get better service
-New menu systemgives patients a choice and
helps to reducepossible wastaEc
Premier is the biggest food company in the world
Food companies
dominate
with a businessedge and the latest products
should
No good having medical people messingabout
provision of food
and services
withproviding food for the patientsand staff
Contractorsobliged
We look to the contractors for innovation in food
to innovate for profits and servicesto meet needsand avoid complaints
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Indeed, some support services managers and their chief executives are now commercially
in
NHS
the
longer
They
making
as anathema to the ethos of a public
profit
see
no
aware.
For
the
2008).
University
College
(Vize,
NHS
like
the
example,
chief
executive
of
service
Hospital and his managers assisted by their contractors have managed to dispose of their
London
into
deficits
in
to
turn
in
their
central
surplus and
site
redundant real estate a prime
is
Robert
the
Perhaps
this
2008).
(Gainsbury,
why
said
chief
executive,
make a profit
Naylor,was knighted (Evans, 2008). Managers have become financially prudent as their
trusts are poised for foundation status (Featherstone and Karena hospitals) while Theresa
Hospital has proven its prudent use of resources and attained foundation status.
The financial prudence of some chief executives, who have led their NHS trusts to gain
foundation status has been recorded (Goldman, 2005). This same financial prowess has
in
hospital
failing
to
the
succeed
acquiring
executive
and absorbing a
same chief
enabled
(Santry,
2008).
decades
This
into
it
turning
one
with
operational
chief
of
an
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and
but
from
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the
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the
where
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succeeded,
service
private
experienceof
devoid of the intricacies of the health services, failed. Consequently, managers already
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in
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the
turning
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service
can
the
succeed
around
of
operations
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in
financial
form
the
knowledge
transfer
of
prudence and commercial ethos.
of
given the

The"revolution"in healthcarefacilitiesdesignand accomplishmentenhancedthe local
landscapetransformedsometrusts'working relationshipsand mobilisedcommunityspirit
built
FM
local
to
their
hospitals.
For
for
legitimacy
example,
and relevance
as currency
in
Excellence
healthier
(LIFT)
in
building
the
has
award
communities
environment won
(Bradshaw,2008) and the prestigious(CABE)awardfor architecturaldesign,innovation
County
hospital
(one
in
facility
hospitals
its
this
the
at
study).
of
at
andexcellence
Butthe redesignof new healthcarefacilitieshas aided newworking relationshipsand
forcedsomeworkersto relocate,resultingin leaversand joiners for improvedservices.
Culturalconsiderations,designand serendipityhave also forced changesin dominant
legitimacy
to
to
beliefs
organisational
power
control
confer
and
and
redistribute
valuesand
is
in
dominant
there
For
the
now
a
change
some
of
perception
example,
subordinates.
These
their
managers
and
workforce.
erstwhileunderdogs
groupsregardingprocurement
being
bottom
heap
the
the
health
as
at
the
skills
are now treated
regarded
of
service,
of
withsomerespect(Restell,2008).
Thecultureof sometrusts studiedhas also changedto includeteam-workingpartnerships
been
has
the
bane
for
the
health
long.
blame
that
service
of
less
so
and
caustic
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The support services staff have been trained, educated and developed as intangible
assets of their organisations able to generate higher efficiency and productivity for them.
The resultant increase in knowledge and expertise and the professional standing of
help
to move their trusts towards knowledge
managers and workers add value and
image
Hence
their
further
to
and
reputation.
enhance
some services
organisations
deploy
human
financial
to
efficiently
and
effectively
resources
and
able
managers are now
for their departments through better financial capital utilisation and perform better. Thus
this small study has evolved to unravel some of the documented conditions for change,
domination,
for
organisational regeneration or transformation and
and
power
control
image
Institutions.
their
of
public
support
services
and
community renewal with enhanced
But the in-house operators have not made meaningful changes during this study perhaps
due to HR dominant coalitions blocking the financing of changes through political intrigue
information
filtering
that sees most contractors
environmental
of
and
and agenda setting
budgets.
These
their
tight
cash
constraints
and
or
as risky, unreliable and problematic
due
inability
derail
to
to
change
efforts
agents'
mobilise enough
activities and conditions
transformative capacity to overcome dominant oppositions. Thus, the management of
to
the
to
draw
cash
and
of
agents
skills,
access
ability
managerial
organisational politics,
for
become
for
lasting
power
mobilising
prerequisites
resources
on appropriate rules and
change, organisational transformation and possible community renewal.

The unintendedconsequencescommonto all outsourcedservicesare firstly the deskilling
big
joints
beef
lamb
be
"roasting
fish
trays
longer
of
or
grilling
of
and
of cookswho will no
and chickenbut will be handingout readycookedand chilledmeals".Thus de-skilledchefs
during
these changestill they can be found
and
supporting
needmotivating,encouraging
inherited
by
Secondly,
staff
contractors
ancillary
somethingmore suitableor reassigned.
be
but
friendly
to
through
trained
active
more
effective
supervision
werestreamlinedand
(agentsP and Q) in orderto reducetotal costs.Automationled to total staff reductionand
human
the
duties
with
unemployment
attendant
pain and misery.
or
reassignmentof
Butthroughit all servicesmanagersconfessthat the changessince servicesoutsourcing
havehelpedthem to improvesupportservicesfor betterclients (patients)satisfaction.
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Chapter 6

Conclusion

6.1 Introduction
This last chapter attempts to draw the threads together without repeating what has been
discussed in detail in the previous chapters. This thesis has been an enjoyable journey
of
discovery illuminated by the evolving patterns of change and perceptions of power In the
selected support services studied. This reaffirms the decision to recast the thesis In the
light of the predominant issues of change and liberation as perceived by those directly
involved. The highlights of these changes are made through relationship investments
resulting in institutional, personal and community changes. For instance, relationshipspecific investments made by services providers in different outsourced services enabled
them refurbish kitchens, canteens and provide caf6s for visitors. From these canteens and
caf6s much needed revenue was generated for those concerned to offset their costs while
refurbished kitchens became a more pleasant work environment for improved services.
Investment in ancillary staff training equipped them with skills and knowledge and gave
some the confidence to venture outside the confines of the drudgery of manual labour into
frontline services and so improve their job mobility. Services managers also gained skills
and experience in negotiations and conflict management and commercial matters while
capital project investments have changed some community landscapes. These findings
strengthen and support the notion that knowledgeable agents differentially endowed with
access to resources (investments) can maximize their transformative capacity to intervene
in pre-existingstate of affairs and make a difference to change their earning power, role,
organisationor perceived power differential and help to transform their local community.
Furthermoresupport services were outsourced to solve problems of resource scarcity
such as ancillary staff retention, lack of expertise or managerial skills. In return many
outcomes elicited from this study suggest that services outsourcing is beneficial beyond
resourceacquisition, cost savings and some services managers' expectations. Thus the

economicuncertaintyand resourcevulnerabilitythat necessitatedsupportservices
outsourcing,the innovativenessand ingenuityof commercialservicesprovidersand the
agentialcapacityof servicesmanagershave acted co-determinedlyto achievea bundleof
benefitsfor possiblecomparativeadvantage.Thesefindingsalso supportand strengthen
the use of resourceacquisitiontheoriesin the contextof the public sector.
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The theoretical and empirical conclusions, which can be drawn from this research, are
discussed in the sections below. They begin with implications for theory and areas for
future research through to management applications and concluding remarks.
6.2 Implications for theory
The empirical findings from this study support the conviction of other writers that social
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The complementary nature of these theories comes to the fore in this study. The result
findings validate their combined use and advance the usage of some of them. For instance
the results confirm the suitability of resource acquisition theories in a public sector context
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Thus this small study has advanced the concepts of structuration theory from a sensitisIng
device of action to a theory of change and liberation.

Figure 6.1 Conceptual Framework of power flows
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Strategic Health Commissioners through foundation status. Consequently, the findings of
this study suggest that the ideological change of NHS managers being able to operate like
their commercial counterparts in the use of human and financial resources can be realised.
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These successes have led to the extension of outsourcing to other areas in the health
service. These are clinical imaging, non-emergency ambulance services, sterile services
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in the health services is also
technology.
patient appliances and
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Thus this small study validates the use of
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expected continue
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the concepts of allocative power from investments as a liberating device.
Furthermore innovation by the services providers in food and services has added value to
patient offerings for better services to the satisfaction of support services managers and
their patients. There is creativity and innovation in new built environment and real estate
management. Consequently the findings of this thesis adds to the scarce literature on FM
and estate management as catalytic agents of change, using their resources and expertise
to enable some trusts extend their outsourcing objectives, while extending the scale and
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This
their
workers and their managers from aging and
scope of
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decaying facilities into better work environments. Thus the benefits of services outsourcing
is shown to go beyond value for money and professionalism of ancillary staff to include
innovation in food and services and real estate management for comparative advantage.
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Howeverservicesoutsourcinghas also producedsome unintendedoutcomesin ancillary
staffde-skilling,redundancies,exit to betterjobs and possibledependenceor domination
of support services by commercial providers through control of information services and
loss of in-house competence in support services. But the job mobility of some contract
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Thus services outsourcing has been beneficial but with some unintended consequences.
6.3

Implications for further research

The issues raised by this exploratory project suggest the need for further research to
investigate and validate some of these findings. A list of suggested areas is given below
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6. The extension of private-public partnerships through the PFI is an interesting
initiative. However studies will be needed to investigate the impact of this millstone
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6.4 Managerial applications
The findings of this project confirm the value of relationships and partnerships as powerful
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Managers should be aware that subordinates can and do rise above manual tasks given
the opportunity and access to knowledge as resource. Consequently workers should be
treated with dignity if not respect in whatever capacity they choose to work.
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Lastly, as the whirlwind of change gusts through NHS trusts and their support services,
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6.5 Concluding remarks
The ideology that a public sector organisation, charged with the social service of providing
healthcare funded by the public purse, can function like a commercial organisation, without
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For example, observers note that 30-50% of outsourcing ventures between commercial
firms fail for reasons ranging from lack of well-defined focus to unrealised expectations,
divergent motives or dissatisfaction with outcomes (Davis, 2004; IPD, 1998; Moore, 2007).
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The result findings here suggest that outsourcing has benefited most of the trusts studied
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Figure 6.2

Framework of outsourcing outcomes in selected NHS trust
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Appendix 1
1.

GUIDETO INTERVIEWPROTOCOL

PERSON SPECIFIC:
Name of interviewee
Gender /Sex /Age
JOB SPECIFIC:
Job title
Job specification
Actual work done and perception of role played
How long on job/in NHS
ORGANISATION SPECIFIC:
Type of organisation
Specialization (division into specialist roles)

Qualifications
Standardisation (standard rules/practices/procedures)

Formalisation(writtendown instructions/descriptions)
Centralisation (authority for decision-making)
Configuration (span of control)
4.

ORGANISATIONAL CONTEXT: [environment]
Origin/history /ownership (public/private)
Size (number of employees)
Size of annual budget
Charter (number of services offered)
Location (closeness)

Technology (automation and integration with suppliers/customers)
Interdependence (stakeholders-government, suppliers, customers)
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5.

OUTSOURCEDSERVICES:
What services outsourced
Who decided to outsource
Outsourcing process (How)
Portfolio Analysis - Degree of involvement

6.

SUPPLIER/BUYER
Search/ EvaIuation/Choice/Engagement
Motivation for present supplier
Objectives/expectations
Performance monitoring agreed
Cost /Benefit analysis of supplier portfolio

7.

INTERACTIONPROCESS
Contract terms/duration
Associations (transactional / relational /social /legal)
Partnerships: Suppliers
Competitors/government
Internal customers (departments/employees)
Customers

Resourcesexchanged:importance/complexity/alternatives/evaluation
Adaptation (specific) / flexibility in accommodating customer needs
Coordination (terms of the trade)

Perceptionof degreeof dependence
8.

NATURE OF INTERACTION

(a)

Trust
Communication: Frequency /Mode /Problem type

Sharedvalues (commonbeliefs,goals,policies,behaviour)
Incentives/rewards
(b)

Commitment (contractual/social)
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Benefits of interaction
Exit cost

Costof alternatives
Dependence (investments)
Satisfaction with service
Social bonds formed
Exit clause/reasons
(c)

Termination process: dissatisfaction
cost/benefit
dissolution

(d)

Performance: set targets to achieve
Monitoring (reactive/proactive)

9.

DRIVING FORCE FOR INTERACTION
Market forces (profits)
Creating value / creativity and innovation
Power /Conflict / Cooperation

Commitment/ Trust
10.

INTERACTION OUTCOME
Cost / Benefits
Expectationsfulfilled?
Outsourcing objectives realised?
Value created

11.

INTERACTION MANAGEMENT

12.

INTERACTION MAINTENANCE
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Appendix Ib
Full Interview Transcript-a

sample

Interviewconductedwitha cateringmanager,I havecalledRoland(R)fromMediserve
International
at KarenaHospitalNHStrustin March2004
MJ: Thank you for agreeing to talk to me about the services you provide here. As I
promised before, I will not ask your name or any personal details from you but I would like
to know what you do here, your position and your job title
Roland: I am a catering manager in hotel services
MJ: how many catering managers are there at this hospital?
Roland: there are four managers here but I am in charge of catering
MJ: what do the other managers do?
Roland: one of them is in charge of domestic services and another for patient services
then there is our general manager
MJ: why is it called hotel services?
Roland: why is it called hotel services? That's the name it is given
MJ: but why?
Roland: I don't know why
MJ: okay, I want to know what you think. Why do you think it is called hotel services?
Roland: I haven't got a clue why it is called hotel services
MJ: do you mind telling me the company you work for and why you work for them
Roland: I work for a certain catering company and I like working for them
MJ: Alright, the name of the company does not matter. How long have you worked for
them?
Roland: I have worked for them for 13 years on and off
MJ: when you were not working for them where else did you work?
Roland: Oh here and there (telephone interrupts)
MJ: You were telling me where you worked when you were not working for this company
Roland: I was working
MJ: What exactly do you do here for your company?
Roland: we provide hotel services for our clients
MJ: Is this the first tenure here for your company?
Roland: Tenure?
MJ: I mean have you served this hospital before?
Roland: we have been here before
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MJ: yes. How long was that for?
Roland: (inaudible)
MJ: so what area of business is your company known for?
Roland: we are into catering, cleaning and all that sort of thing
MJ: do you have porters as well?
Roland: yes we have our porters
MJ: what do they do?
Roland: what do you mean what do they do? They transport patients around the hospital
MJ: what else do they do apart from transporting patients around the hospital?
Roland: Boy. They collect specimens from the wards to the labs and letters and
equipments
MJ: Thank you but I do need to know what your views are so I don't get it wrong
Roland: why are you asking all these questions anyway?
MJ: like I said before, I am conducting a private research into support services of which
hotel services is a part.
Roland: So you do know what hotel services mean. But what exactly is the research for?
MJ: it is for a personal degree programme
Roland: so you go about asking people all sorts of questions for a personal degree?
MJ: how else will I know what you do here and be able to tell it to my bosses? So do tell
is
into?
business
your
company
me again what area of
Roland: everybody has an idea what a business is
MJ; Yes but why are you here? Some businesses come to make money
while... (interrupted)
Roland: there aren't any business that operates to make money
MJ: Good so why is your company here at this hospital at this time?
Roland: I don't know. I wasn't part of the start up contract
MJ: so you came in when the business was up and running?
Roland: when the contract started up, many people did different things but it was all done
by outside people from the head office
Mi: so where is your head office?
Roland: why do you ask? It does exist
MJ: But where is it based? In London'or the UK?
Roland: we have a head office and people there set up contracts
MJ: so what do you think is the reason this contract was set up?
Roland: The reason why they came here?
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MJ: yes why did your company come here?
Roland: we are here to clean the hospital and serve the patients good meals in a clean
built
for
hospital
We
this
a
restaurant
also
environment.
MJ: Very good. How much did that cost your company?
Roland: I am not sure
MJ: But the hospital could have built itself a restaurant
Roland: we have just refurbished it
MJ; why did you refurbish it?
Roland: because it needed refurbishing
MJ: so was it a new restaurant or did you just refurbish an old one?
Roland: Boy, this is tedious. I just told you that we refurbished it because it needed
built
them
a new restaurant
we
also
and
refurbishing
MJ: I am sorry that it is tedious but I really do need to know what you make of your
here
presence
Roland: so what else do you want to know?
MJ: do you have a purchasing manager?
has
has
but
he
to
hospital
The
nothing
haven't
one
manager.
Roland: we
got a purchasing
do with what we do here
MJ: do you think I should talk to him for his views?
different
don't
have
We
hospital.
in
the
We
Roland: Yes why not.
work partnership with
have
the same objective
we
views
MJ: Good, what does partnership mean and how do you work in partnership?
deliver
they
it
that
we
Roland: means
require
we are partners and what
MJ: how else do you work in partnership and what do you deliver?
Roland: we deliver the services they require
MJ: such as?

,

Roland: They require the hospital environment to be clean so they get good scores and
the patients to be fed
MJ: how do you deliver these requirements?
Roland: what do you mean how do we deliver it?
MJ: I mean do you go to the market and buy the food you provide for the patients?
fruit
talking
they
deliver
the
and
about
Roland: well we
services
require and we are not
vegetables
MJ: Okay. What are we talking about then? How do you make the food you give the
patients?
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Roland: how do we make it?
MJ: yes
Roland: it comes in ready cooked and chilled from the company supplier
MJ: so somebody else cooks the food and you negotiate for them to supply it chilled?
Roland: yes
MJ: what sort of food do they supply you?
Roland: the right sort
MJ: what is the right sort for your company? And who else do they supply food to?
Roland: I don't know. The food goes into different countries
MJ: so how do you know that it is the right sort for your clients?
Roland: because that is what the client ordered
MJ: you say that you are partners with the hospital so what links do you have with it?
Roland: the other links we have is to provide the services they require within the catering
and domestic services
MJ: so what links do you have with your opposite number in the hospital?
Roland: we talk
MJ: what do you talk about?
Roland: About the business
MJ: Good. What about the business?
Roland: how the business is going
MJ: in what ways do you talk about it?
Roland:just talk, you know talk
MJ: Good. Talk about what? This is like pulling out teeth
Roland: Pulling out teeth? I think you are pulling my tooth
MJ: sorry about that I did not come to pull your tooth but to get your views on what your
hear
it
from
I
to
their
here
does
you
catering
manager,
need
as
and
company
So what is your relationship with your opposite number?
Roland: strictly business
MJ: You do not interact socially?
Roland: No unless there is a special trust do to which we get invited and then only if it is
for
appropriate us
MJ: so you don't meet socially except by invitation?
Roland: we meet everyday on business, otherwise only if we are invited to social dos
MJ: so which invitations do you consider to be appropriate to attend?
Roland: the ones that are appropriate for us to attend
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MJ: how do you monitor what you do here?
Roland: it depends on the service but it is all done on paper
MJ: If there is any variation how do you know about it?
Roland: when we go around with the palm monitor, we know if there is something wrong
MJ: so you use a palm monitor, how does it work?
Roland: yes there is a standard monitor. If there is something wrong it shows up on the
monitor
MJ: what if the hospital monitoring is different from yours?
Roland: it is the same procedure so there is no difference. But if there is a problem, we

immediately
it
rectify
MJ: how do you rectify it?
Roland: by e-mail, phone or face to face
MJ: what is your commonest mode of contact?
Roland; it depends on the problem but mostly we use the phone
MJ: what would you say is the gain for your company here? What is the benefit of this

contract?
in
food
they
the
hospital
the
a clean
to
get
right
Roland: give
a good service so

environment
fed
in
being
the
that
a clean environment
We get the satisfaction
patients are
MJ: Good. What else does your company gain from this contract?
Roland: that is the gain (a visitor interrupts)

MJ:doesyour companymakeany profitshere?
day
day
the
just
do
to
I
the
the
of
running
know
don't
I
Roland:
companyaccounts.
about
idea
the
have
I
department.
of
no
accounts
catering
MJ: Okay. Do you think that your company makes any profits from this contract?
here
losing
that
they
I
are
not
money
Roland: well am pretty sure
MJ; Good what about your company's reputation?
Roland: what about it?

MJ:wouldyour companytake on a clientthat is say "dodgy"?
involved
have
I
My
dodgy
is
will
not
get
company
Roland:what a
never met one.
client?
No
dodgy
client.
with what you call a
MJ: you haven't?
Roland: No
MJ: how do you provide new products to your clients?
first
be
has
to
it
Roland: certainly
agreed
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MJ: Agreed with whom?
Roland: Normally the company works across the board. If we provide service or food in
one place and it is good there then it is good for everyone else. But it has to be agreed
with the client because they pay for the service
MJ: what is the relationship between the hospital and your company?
Roland: it is fine and on the level. It is a good relationship
MJ: what is the level?
Roland: it is a business relationship and it is good
MJ: what makes it good?
Roland: we supply what the client requires
MJ: what about politics, does it come into the relationship?
Roland: an emphatic NO
MJ: not even underground?
Roland: again NO
MJ: Ok what about decision-making? How do you people make decisions here?
Roland: How do we make decisions?
MJ: Yes for example how did you decide to supply chilled food?
Roland: I didn't know because it was already going on when I arrived. Besides I don't look
does
but
I
know
the
that
that
Somebody
kitchen.
the
client ordered cook-chill so
else
after
that's what they get.
MJ: what about disagreements or any other major issues who decides what to do?
Roland: there are no disagreements. I mean the only thing that could happen is if there
have
the
bomb
train
then
like
incident,
got
right resources and
or
crash,
we
a
was a major
the right procedures to follow. We use our manuals for everything and it covers most
things
MJ: so it is all in the manual?
Roland: yes it is and we follow it to solve anything you call disagreements or major Issues
MJ: What about learning? Have you learnt anything from being here?
Roland: Everyday we learn many things
MJ: What have you learnt personally or is it your company that learns?
Roland: we all learn. I think that in every job, everyone is learning everyday, I don't think
that there is anyone who does not learn everyday. If we all knew everything then there will
be nothing to do or learn
MJ: what do you think is the limit of your company? I mean where is the boundary?
Roland: the sky
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MJ: the sky is your limit?
Roland: Yes
MJ: Good but what is the limit around you as a contract firm?
Roland: what do you mean, my limit on earth?
MJ: I mean the limitations of your company as a contractor. For example if your suppliers
don't supply the goods, you cannot provide what the client requires
Roland: We have no limits because we have many suppliers
MJ: How many suppliers do you use for this contract?
Roland: I don't know exactly how many but there are a lot of them approved by my
company
MJ: do you have any competitors in this contract?
Roland: No we don't compete. We are not in the business to compete
MJ: you don't compete even in the stock exchange?
Roland: No
MJ: so your company is not listed on the stock exchange?
Roland: I did not say that but we don't compete with anyone
MJ: so what is so wonderful about your company that it has no competition?
Roland: everything we do we do wonderfully
MJ: what do you do?
Roland: well in this hospital, as I have told you already about six times,
MJ: Laughs, do tell me again so I don't forget
Roland: we deal with catering, portering and domestic services
MJ: what about your suppliers don't they compete for your custom?
Roland: I don't know. We have many suppliers
MJ: Well your suppliers could be your boundary because if they don't supply, you cannot
provide the services
Roland: Yeah but we have no boundaries because we always have procedures in place. I
just
A
have
just
don't
ring up and say we are
one supplier. good supplier cannot
mean we
it
issue,
be
you
call
as
an
not serving you no more, goodbye, so supplies will not
MJ: so what will be an issue with your meeting the requirements of the client here?
Roland: Inaudible due to interference
MJ: what is your relationship with your suppliers?
Roland: Just business
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MJ: what would you say is the core competence of your company? What are they known
for? What sets your company apart from the other hotel services suppliers?
Roland: we are back to the monitoring again. We monitor everything we do so we know
MJ: What role does trust play in your relationship with the hospital and your suppliers?
Roland: what do you mean play
MJ: I mean does trust have any role in your relationships?
Roland: I mean we trust them
MJ: Yes but how exactly does that trust play out on a daily basis?
Roland: trust?
MJ: everyone has an idea what trust means
Roland: it means honesty to me
MJ: Good so give me an example of how you show that you trust your suppliers or your
hospital
in
the
number
opposite
Roland: well they are our client and we supply them a service. That's it. We thank them for
They
happy
happy
the
them
with
services.
we
are
with the
and
are
provide
allowing us
better
I
than
that
have.
you
give
a
example
can't
we
relationship
MJ: What does your company do to improve the image or reputation of the hospital?
Roland: The government inspections are successful and the hospital gets a good score so
the image of the hospital is improved. We are a part of that
MJ: how do you know that the government inspection was successful?
Roland: Because we scored three and that was the top mark
MJ: Very good. They were satisfied with your work. What about quality what does it mean
to you?
Roland: Er, good question. What does it mean to you?
MJ: Well I am not supplying anything but you supply quality products and services so how
do you measure that quality?
Roland: Yeah but don't you know what quality means?
MJ: it is not what I know that counts but what you, as the supplier, think and say that it
I
be
important
is
take
That
to
to you
to
means you.
what
Roland: Yeah but what do you think that quality means from your research? What kind of
from
trying
to
what I am telling you?
qualities are you
get
MJ: Well some people tell me that they give quality services so I ask them what they mean
by quality so that I can compare what they tell me with what others say
Roland: Then we are back to the standardisation of services again
MJ: Yes. Standard service is not necessarily quality service
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Roland: Yes it is. If you have a set standard, which is the right quality for the hospital, then
that standard is the quality for that hospital
MJ: who decides the standard service?
Roland: The trust and us agree on it
MJ: You agreed on a set standard?
Roland: yes. We agreed on what they need and that is the standard and the quality for
them
MJ: Relax. I am not taking you to task. I only want to make sure that I understand what you
mean
Roland: You have got 4 minutes left and I am timing you
MJ: laughs
Roland: after one hour now I cannot wait to get out of here. I have loads of work to do and
qualities to achieve
MJ: Very good and I am grateful for your time. Enjoy the interview. It may never happen
again. Now what about the mixed cultures you have working for you here?
Roland: We have a multicultural workforce from different backgrounds
MJ: so what about their salaries and entitlements are they the same between the hospital
workers and your staff?
Roland: the hospital does not have the same level of staff that we have
MJ: What is the level of your staff?
Roland: they are better workers than we met here
MJ: in what way are they better? Do you have other hotel services workers like porters,
working for the hospital?
Roland: No the hospital has no porters apart from our porters
MJ: In some hospitals there are hospital workers and contract workers so we can
compare
Roland: Here the hospital has no hotel services workers so there is no comparison. They
don't have their own cleaners or caterers for certain

MJ: Okay
Roland:the standardof our workersare slightlyhigherobviously
MJ: in what way?
Roland:If they had all the standardand quality,why did they engageus to supplythem?
MJ:You tell me. That's why we are havingthis interviewto find out why they engagedyour
companyto supplythem with the servicesyou provide.What about the food supply,is it
higher
standard?
a
also of
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Roland:Yes it is actually.The food comesin chilled
MJ: How? ,
Roland:Howdo you think they chill the food in the oven or washingmachines?
MJ: well somecompanieshave great big freezer-lorriesthat bring in food supplies
Roland:and whereare they kept on site, in lorries?
MJ: You tell me.As the cateringmanager,you knowhow your companysuppliesfood to
the hospitalso'youjust tell me what you do. Howdo you resolveconflictshere?
Roland:It dependson what you call conflict
MJ: Well lets say one of your workersdisagreeswith anotherone over some issuesand
deal
issues?
How
do
the
with
you
such
slaps
other.
one worker
Roland:we go throughthe companyprocedures.They guide everythingthat we do so that
fair
knows
they
that
are
everyone
MJ: so your companymust be a big companywith all these procedures.Howmany staff
have
here?
do
you
members
Roland:herewe have 15
MJ:What is your positionamongstthem?
Roland:I am the hotelservicescateringmanageras I told you
MJ: Laughs,what does that mean?Is there a directoraboveyou?
Roland:Oh Yes I have my bosses
MJ:Are they on site or at the head office?
Roland:On site
MJ: how manypeopleare aboveyou? I want to know how manytiers or levelsyou have
Roland;Oh boy
MJ: sorrybut that will give me an idea of your companystructure
Roland:we havethe unit businessmanagerand the lead hotel servicesmanagerthen
there is myselfand the workers
MJ: so there are four levelson site here?
Roland:No becausethis is only the managingstructurebut not who is in charge
MJ: Ok how do you see it, how many levelsare there?
Roland:this hasn'tstopped(meaningthe tape recorder)
MJ: No it lastsfor two hours (laughs)and I will speciallywrite yours up as a difficultcase
Roland:No I don't mind it but I just wonderwhat you are tryingto gain from all these
MJ: as I told you before,it is for a personaldegreecourse
Roland:In what?
MJ: In supportservices
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Roland: In what field, general management of support services?
MJ: Well I am trying to find out what I can about support services from the people who are
doing
the work like yourself not those who only seem to think and talk about it. I
actually
want to find out if the talk matches with what is actually done on the ground or in the field.
That is how policies can be changed if what is actually done is found to be different from
what is said
Roland: But different policies work for different places, don't they?
MJ: sure. That is why we interview many people to find out their differences and what
different.
It
them
may be the local culture or the people involved or something else
makes
Roland: Mn
MJ: Not convinced?
Roland: I wonder
MJ: That's why I asked about your relationships with the hospital and your suppliers and if
your staff interacted with the hospital staff or if there are other hotel services workers apart
from your contract workers
Roland: well, I have told you all that
MJ: I am grateful to you. Well I think I leave you alone for now. But can I call you or come
to clarify any issues that are not clear?
Roland: Yes you can call me or come by but not for so long. I have standards and qualities
to achieve
MJ: laughs. Thank you very much for your time
Roland: That's alright and good luck with the research

323

Appendix2

Interviewsconducted

Totally (100%) Outsourced NHS trusts
1. Theresa Hospital NHS trust on eight locations transferred to a single location
Roger

Catering manager, Kingsland

Aged 63

3 years with Kingsland, 32 years with NHS at the same post
Was angry about being sold to contractors and reprimanded for giving
interviews and speaking his mind about the woes of the NHS

Dennis

Patient services manager, now with Kingsland

Aged 42

3 years in post but 10 years with NHS, in the same post
Young and energetic, rose from the purchasing ranks

Two administrativestakeholders (agents C and D) herein called Joanna and Sue, were
interviewed during working hours along the corridors but their interviews were not taped
2. Helina Hospital NHS trust
Pauline

Facilities manager

Aged 57

25 years in post, commercial experience opened her very green eyes
Recommends all NHS managers go through commercial experience

Andrew

General purchasing manager, Interviewed twice. Army trained

Aged 56

8 years in the post, national and NHS experience-valuable contact

Oliver
Aged36

formedicalsupplies
Purchasing
manager
for
3 yearsin post,commercial
aggressive profits
experience,

Steven

Catering manager, Assure (Premier Group)

Aged 59

4 years at present post but worked for Assure for > 20years
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75% outsourced NHS trusts
3. Karena Hospital NHS trust (on two locations)
Morrison

General manager, Facilities and estates (the boss)

Aged 62

40 years in NHS, very experienced, rose from the ranks
Informative and helpful, was there when outsourcing began

Yusuf

Estates and facilities manager (limited interview)

Aged 52

10 years in the post, has varied commercial experience

Anthony

Purchasing manager, Interviewed X3

Retired at 65

36 years with the NHS at the same post, had seen it all come
and go, very informative. Was there when outsourcing began

Roland

Catering manager, 13 years with Mediserve International

Aged 30

4 years as catering manager, still rather insecure

Other stakeholders, many from previous studies were spoken to again and again at work

4. VictoriaHospitalNHStrust (on two locations)
Lawrence
Aged 56

Generalmanager,Areno
8 years in post now generalcoordinatorfor Areno
Ex-soldier,trainedas chef and rose from the ranks
Internationalexperience,very good ambassadorfor his firm

Peter

Director of estates and facilities (declined to be interviewed)

Margaret

Projectmanagerat Countyhospital
2 years in post, ex-theatrenurse,got tired of nursingand

Aged 58

informative
NHS,
the
wantedcommercialexperiencewithin
Gideon

Catering manager for Areno

Aged 42

8 years in post but worked on other Areno contracts
Experienced and informative

Stakeholdersfrom domestic services, nurses and security men were interviewed at work
325

50% outsourced NHS trusts
5. Featherstone Hospital NHS trust (on four locations)
James

Manager, estates and facilities, was interviewed twice

Aged 52

8 years in post, rose from the ranks as a structural engineer
Has leadership qualities, was informative and constructive

Damien

Catering manager, Assure (Premier Group)

Aged 58

4 years in post, worked 7 years for NHS before transferring to
Assure. Now will not work for any firm except Assure
An experienced leader, informative and helpful

JO

Manager, domestic services, for Assure

Aged 57

4 years in present post, worked at other Assure contracts
20 years in NHS before transfer. Informative and experienced

Domestic and catering services workers, their trainer and ward manager were interviewed.
6. Reinhard Hospital NHS trust
Sussanah

Manager, estates and facilities

Aged 42

Graduate structural engineer, straight into the NHS
10 years in NHS posts. No commercial experience

Juan
Aged 48

Cateringmanager,Assure(PremierGroup)
2 years in presentpost but workedon otherAssure contracts
7 years in the NHSas a youngman-said neveragainl
Experiencedand informative,a good ambassadorfor Assure

Other stakeholders from domestic, catering and friends of the hospital were interviewed
10% outsourced NHS trusts
7. Charlston Memorial Hospital NHS trust (on three locations)
Stanley

Director of estates and facilities (Projects)

Aged 56

Structural engineer (maintenance) rose from the ranks.
30 years in NHS posts. No commercial experience
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Florence

Director, support services

Aged 56

3 months in post but in NHS for 20 years

Varied commercial experience, likes to move around
Informative and experienced, left before she was pushed to go
Agnes

Catering manager (one of eight managers)

Aged 38

2 years in post, poached from a commercial firm
Experienced and informative

Linda

Domestic services manager, interviewed twice

Aged 58

10 years in post, 9 years commercial experience
Very experienced in both, informative and helpful

Other stakeholders from nursing and domestic services were also interviewed
8. Dickson Memorial Hospital NHS trust (on three locations)
Neville

Estates and facilities manager, Interviewed twice

Aged 47

19 years in post
Engineer by profession but likes NHS maintenance

Informativeand helpful,has no commercialexperience
Rhoda
Aged 64

Albert
Aged 48

Cateringmanagerrecalledfrom retirement
3 years in presentpost,workedfor 35 years in the NHS
No commercialexperience,very informativeand helpful
Domesticservicesmanager
4 years in post with varied previouscommercialexperience
Informativeand helpful

Other stakeholders from'domestic, catering and portering services were also interviewed
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SYNOPSIS OF ORGANISATIONS INVOLVED

Appendix 3

Pattern of NHS Hospital Supply Network

Figure 1
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28 strategic health authorities (consortium) govern NHS trusts and primary care trusts
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HOTEL SERVICES PROVIDERS (information culled from Annual Reports)

1.

Areno-based in the UK, with headquarters in IRELAND

Driving force for the organisation: innovation is the life-blood of our organisation
Innovative products are field-tested for six months before they are transferred to our
subsidiaries and client organisations
Cost containment through operational efficiency is now a given for us and help us add
for
in
to
money
our
offerings
customers
value
or
return
value
Areas of interest: defence, leisure, education and healthcare
Number of sites now served in the UK: 2,3000
Number of staff employed in the UK: 48,000
Service offering: Cost effective solutions to improve the quality of daily life and the

comfortof ourcustomers
Relationship guide: Aims for life-longrelationshipsas preferredservicessupplier
Other interests: ISO 9000qualitystandardsregistered
Aims to provide high quality products and services at fair prices
Undertakes recycling, biodegradation and other environmentally friendly
actions to reduce pollution and care for the local community
For NHS trusts served: relentlessly paring funds to invest in cleaning wards and feeding

demanding
targets
to
hospitals
meet
cost-saving
evermore
strive
patientsas
Provides24hourscateringservicewith consistentmenu of high qualityfood in all trusts
Developsbrandedretail outlets (Diner'sDen and Caf6 Locale)to generatestreamsof
budgets
help
balance
NHS
to
their
for
them
trusts
served and
revenue

2. PremierGroup with headquartersin Surrey
World leading food service company, operating globally in 90 countries
Has 5% global market worth E 250bn
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Driving force of the organisation: Innovative high quality solutions to food and domestic

Services
A passionfor quality

A cando attitudeto businesssolutions
Teamwork
Lastingbusinessrelationships
Areas of interest: Travel, leisure, vending, canteen, hospitality and industry
A favourite hotel services provider in the NHS, involved in (3/8) of the NHS trusts
investigated.

Kingsland International, based in Berkshire
Driving force for the organisation: continuous improvement in support services.
Applying best practice innovatively developed worldwide to enable clients' businesses run

moreefficiently
Saves clients time and money, enhances quality of services, adds value to offerings

Drivingand managingchangethroughproductivityimprovements
Areas of interest: power stations, banks, prisons, water supply and facilities design, build,
refurbish and manage projects
Change management skills gained through knowledge transfer

Favourslong-termbusinessrelationshipsthat generatesustainablerevenuestreamsin
the publicand privatesectorsnot interestedin meresupportservicesalone
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Appendix 4

Foundation Hospitals

The Health and SocialAct, 2003, amended 2005 established foundation hospitals as a
part of the state Governmentplan to devolve decision-making and resources hence power
frontline
from
the
the
to
of healthcare provision-NHS trusts,
away
centre professionals at
Primary Care Trusts, local organisations and communities. This would be more responsive
to the needs and wishes of the local people (www.doh.qov.uk accessed 18/4/05 and again
7/9/06). Foundation hospitals are to be modelled on co-operative and mutual traditions and
hence not for maximizing profits but for maximizing healthcare and will be publicly owned
by the health secretary but managed by local boards of governors hence a hybrid system.
Their creation is deemed a profound change in the history of the NHS and the way hospital
services are provided and managed (DoH, 2002; Morgan, 2006). This change is regarded
as the greatest post-war reform to improve health standards and address inequalities.
Thus there is a trend to change the health services are provided, which the Government
maintains is not a shift in policy, privatisation or hollowing out of the services as observes
contend (Day, 2006; Hunter, 2002; Kmietowicz, 2006) but re-organisation (DoH, 2002).

Control
Foundationhospitalsare to be controlledand run locallyfor the benefitof the local
communityin order to give consumersa wider choiceand help to reducehealthinequality.
They will be freed from centralGovernmentcontroland performancesupervisionand also
managementby health authorities.Thus foundationhospitalswill be corporationsfor
public benefitand independentlegal entitieswith uniquegovernancestructuresas selfstandingand self-governingorganisationsfree to determinetheir own future.
investments
They Willhave the freedom to invest their own money,keepany surplusesmadefrom sale
of land and assets and borrowfrom both the publicand privatesectorsfor their future.
Their borrowingcapacity will only be limitedby their
their
40%
flows
to
of
up
of
cash
income henceaffordability (Moyes,2005).They can hire and fire their own staff, set
conditionsof service and wages above nationaland local agreementsor offer performance
related pay. Put siMply, foundationhospitalswill be able to'enjoy considerableautonomy,
freed from direct managementof the HealthMinister,the Departmentof Healthand
Strategic HealthAuthority but accountableto the
independent
the
through
regulator,
state
Monitor,
or
whose POWersexceed those of the HealthSecretaries.The frameworkfor
foundation hospitals Wasfinally launched 1 April 2004.
on
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Ownership
A Board of Governors representing the interests of patients, local community, hospital key
stakeholders, local businesses, universities, Local Authority and Primary Care Trusts will
run foundation hospitals and set their strategic direction and manage their affairs.
Technically, the Health Secretary will own foundation hospitals for the nation.
The aim is to create a more efficient dynamic and responsive healthcare that taps into
local talent and entrepreneurship while maintaining national standards and quality of
treatment to safeguard public interest in what the Health Secretary, Alan Milburn, calls a
in
ideology
(www.
but
doh-gov.uk, accessed 18/4/2005).
not
shift
a
of
organisation
change
Who can apply?
Only hospitals that have performed consistentlywell by achieving three star-ratings will be
foundation
hospitals
be
high
Thus
to
will
centres
of
excellence
with
clinical
apply.
allowed
financial
leadership,
top
sound
management, a good level of patient
quality
standards,
local
of
staff
evidence
and
community support.
clear
and
responsiveness
Some NHS trust like Wirral that qualify for foundation status can decline from applying due
to the untold distraction such work-up to application and subsequent maintenance of the
immediate
burdened
NHS
trusts
to
with
more
already
elite position gained can cause
2005).
financial
deficits
lists
(Wirrel,
targets,
like
and
waiting
performance
concerns
Oppositionto foundation hospitals (culled from frequently asked questions)
Opponents argue that foundation hospitals will reward elite hospitals and create a two-tier
funding
for
failing
hospitals
be
because
foundation
and
staff
will
competing
and
system
hospitals
through
have
hospitals
foundation
fear
that
they
other
an
will
edge
over
and
better staff incentives and profitability of private financial providers. Furthermore, funding
for healthcarewill follow patients who are more likely to opt for treatment at foundation
hospitals than what obtains locally. Also the elite nature of foundation hospitals, they argue
health
lead
the
to
the
investors
service.
privatisation of
and ultimately
will attract

Othersarguethat the scopeto generateand keepfinancialsurplusesmay lead to inwardlookingNHSorganisationsthat ignoreinnovationin primaryand communitycare hospitals,
(Austin,
2002).
in
long-term
hospitals
than
treated
acute
wheremorepatientsare
Furthermorefoundationhospitalswill contractout servicesto privatecontractors,allowing
themto gain from scarce NHS resources.The Governmenthas rebuttedthese claimsand
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hospital
become
foundation
by
be
to
NHS
that
trusts
expected
will
eventuallyall
maintains
2008 (www.doh.gov.uk)
Observers comment that there is no insolvency regime from the Department of Health
from
borrowing
2006).
Consequently
(Slipman,
the
foundation
hospitals
any
regarding
foundation
less.
But
banks
be
others
see
cost
more
not
seen as risky and so
will
private
develop
focus
to
better
to
to
and
given
a
new
perform
opportunity
status as access capital,
financial skills and the entrepreneur awareness of healthcare as a viable business option
(Carlisle, 2002a; Crisp, 2005a and 2005b).
Many maintain that foundation status is a route to privatisation of healthcare as indeed all
NHS trusts can subcontract services, but foundation hospitals with their sound financial
from
investors
to
shareholders
allowing
profit
scare national
private
standing will attract
Smith,
foundation
2002;
2002).
Furthermore,
McGauran,
2005;
(Clews,
elite
resources
hospitals will only treat profitable cases leaving chronic patient care to failing some
hospitals (Smith, 2002a). However directors of foundation hospitals claim that it has been
develop
local
become
financially
local
their
to
sound
and
community,
a chance regenerate
Lewis,
2005).
(Goldman,
2005;
local
to
standards
not
national
need
services according
Others argue that local control and accountability are pies in the sky since locals may be
hoodwinked
by
hence
be
the
hospitals
large
in
the
multiple
can
complex
running of
na*fve
Besides
dominant
interests
groups.
many warring
other
and
of medical consultants
vested
to
their
in
hospital
leave
carry
own plans
out
strong
positions
managers
stakeholders may
Smith,
2002a).
For
2005a;
(Shifrin,
local
light
accountability
of
unencumbered, making
local
their
hospital,
Bradford
in
the
wanted
chief executive
stakeholders
case
of
example
David Jackson and the chairman, John Ryan to stay but the regulator, "Monitor" sacked
them anyway because they failed to ensure effective financial planning, stewardship and
Besides,
local
there
So
the
for
through
control?
where was
money strategies.
control
value
is no official mechanism or precedent for accountability in foundation hospitals. Thus
foundation hospitals are new hybrid structures that the Government seems to be still
the
foundation
hospitals
the
form.
into
But
within
will
remain
argument,
shaping
whatever
health service for the moment and cannot be sold by law.
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Appendix 5

Privatefinance Initiative(PFI)

Private Finance Initiative (PFI) [(www. local. dtlr. gov. uk/pfi/intro) accessed 18/4/2005]
The private finance initiative was set up in 1992 by the Conservative Government as a
public-private partnership to aid Local Governments gain access to improved capital
assets such as new buildings, roads, plants and vehicles without public funds (DoH, 2003).
This was later expended to include design, build, finance and manage capital assets while
transferring all risk involved in the procurement and operation of such facilities to the
private sector with appropriate incentives for a more efficient and effective performance.
These incentives include long-term contracts with regular streams of payments, genuine
in
best
total FM, freedom of imagination and innovation in
transfer
to
value
ensure
risk
providing facilities with flexible usage and a share in the performance related rewards.
Consequently, the public sector does not own or buy the assets or facilities but pays for
the use of asset and services provided for them over an extended period usually over thirty
years. This is to enable private providers recover investments with handsome profits.

The Labour Government improved and extended the remit of services providers to include
PFI to NHS trusts. This has allowed some NHS trusts build facilities fit for the 21st.Century
without having to fund it. Furthermore these NHS trusts in total FM bear no risks and only
pay for leasing the facilities with the attendant maintenance and services provided.
The value for money in such contracts, stems from contractors building projects to higher
standards, delivering them on time without over-runs or additional costs and maintaining
them in good conditions to allow continuous healthcare provision without interruptions.
Critiques of PFI
Many state that the case for PFI in a publicly funded health service is "fatally flawed". The
reasons proffered range from the shrinking of hospital capacity at a time when demand for
beds is rising, the over estimation of the inefficiencies of public sector procurement that
necessitatedthe invitation of the private sector to help with investment finance and the
lack of clarity on the level of risk transferred to the private sector (Jones, 2000b; Pollock, et
al., 1999). Consequently, observers note that the PFI exercise is fraught with irreconcilable
difficulties that will be made manifest in the future and saddle the health service with debts.

Othersarguethat the PFI has saved NHStrusts huge amountsunderthe watchfuleyes of
the National Audit Office (NAO) to prevent private investors making windfall profits and
were designed for the economic use of scarce resources (Clews, 2005; Reeves, 1999).
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Some of these difficulties stem from the inexperience of public sector managers in
commercial discipline and the time needed to negotiate the learning curve of wheeling and
dealing in contract negotiations, risk assessment in projects and relationship management
(House of Commons, 2003; Machiavelli, 1940; Macniel, 1980). But they are learning and
difficulties
taking
the
are
and
steps to address and correct them.
of
are
aware
many
However for some observers, the PFI schemes offer the NHS value for money in an open
competitive environment, which allows both the private and public organisations to retain
their independencewhile working together as partners (White, 1993; and 2002a).
Besides PFI brought improvements and the "wow" factor to hospital buildings and added
in
facilities
Ward,
design
(Dix,
2002a;
to
innovation
them
and
management
sector
private
2002). Private sector creativity and innovation they argue manifest as improvements in
for
hospital
staff and more space and privacy for patients, hence
conditions
good working
the buildings are healing environments for patients, staff and communities, making positive
contributionsto local neighbourhoods (Dix, 2002a; Reeves, 1999). Furthermore, hospitals
can now bundle several projects and get them done cheaper, better and more attractively
through PFI schemes than ever before. Thus PFI schemes are beneficial to NHS trusts.
Some commentators say that the PFI schemes are value for money because there is no
initial capital outlay with no risks to the health services involved and their long leases are
incentives for facilities management and maintenance of high standards (Clews, 2005).
However some agree that the cost benefit analysis of PFI schemes are difficult to gauge
due to the inflexibility of making changes to building projects and since the facilities are
built to last for thirty years instead of the normal NHS lifespan of sixty years (Atun and
McKee, 2005; Day, 2007; Kingsfund, 2005). But whatever the arguments the Government
maintains that commentators should be more concerned with the quality of health facilities
that are built on cost rather than who builds, maintains or manages them (Blair, 2005).
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