In this eBook, we...

STRATEGIC SOURCING

CORPORATE REAL ESTATE &
FACILITIES MANAGEMENT SERVICES

•

Present Key Considerations

•

Ask Key Questions, and

•

Discuss Notable Trends

related to strategic sourcing
of corporate real estate and
facilities management services.
It is intended to be a quickreference and planning guide
for busy executives who are
planning or managing a
complex strategic sourcing
initiative for a corporate real
estate organization.
Additional resources may be
found at www.SIREAS.com.

Executive eBook Series

BEFORE YOU BEGIN...
STRATEGIC SOURCING

CORPORATE REAL ESTATE &
FACILITIES MANAGEMENT SERVICES

This eBook assumes that some important steps have occurred in preparation for your strategic
sourcing initiative, steps that are critical for the success of the project. Notably among them
is what we refer to as an Organizational Assessment, which looks at all aspects of the current
organization, business drivers, financials, and corporate objectives to set baselines and develop
a strategy for the Organizational Transformation, of which the Strategic Sourcing project is a
critical component.

Key Considerations
If you have addressed the Key
Considerations and answered the Key
Questions raised here, and you believe
you are ready to move forward with your
strategic sourcing initiative, the typical
steps can include:
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•

Sourcing Strategy

•

Request for Solutioning

•

Sourcing Administration

•

Contract Negotiation

•

Transition Management

•

You must understand and define your critical business drivers and desired outcomes so
that your strategic sourcing strategy aligns with and meets clearly identified goals and
objectives.

•

You should have a detailed understanding of your current environment, including what
services are being provided, how they are being contracted and delivered, volumes,
cost, and performance.

•

Develop a financial baseline that clearly establishes how you are paying for the services
and how your cost structure and spend compare to industry benchmarks.

Key Questions
•

Do you have the right team and skill-sets available for the project?

•

Do you have executive stakeholder buy-in and support where needed?

•

Do you need a consultant with expertise, objectivity, and tools developed specifically
for strategic sourcing of complex corporate real estate and facilities management
services?
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If you would like to learn
more about how SIREAS works
with clients to conduct an
Organizational Assessment,
watch this short video.

Notable Trends
Today’s environment is shifting the way clients are thinking about
their relationships with their strategic partners. Corporate real estate
organizations need more flexibility within the relationship and within
the contract. They want a stronger, more dynamic and collaborative
partnership.
Increasingly, this is leading to strategic sourcing initiatives designed to
further enhance the existing relationship rather than establish a new one.
We refer to these initiaitives as Strategic Renewals. For organizations
that are mature and have long-term provider relationships, a strategic
renewal can optimize the work that has come before, build flexibility
and agility to respond quickly to changing conditions, and fix issues
within the contractual, the commercial, and the operating models that
are preventing the organization from attaining the highest levels of
performance.
©2021 SIREAS Inc All rights reserved.
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CLICK TO WATCH

(If the link in your PDF isn’t active, you can find the video here:
https://youtu.be/BCm4LeeW_ac)
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SOURCING STRATEGY
STRATEGIC SOURCING

CORPORATE REAL ESTATE &
FACILITIES MANAGEMENT SERVICES

Development of your sourcing strategy is an important milestone in the sourcing process. A
sourcing strategy includes the following elements:
•

A list of pre-qualified suppliers (if conducting a competitive bid)

•

A carefully determined approach to service alignment

•

A well-defined process to develop the ask for the new model

•

The commercial, contractual and governance model for the new agreement

SOURCING STRATEGY

REQUEST FOR SOLUTIONING

SOURCING ADMINISTRATION

CONTRACT NEGOTIATION

TRANSITION MANAGEMENT
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Key Considerations

Notable Trends

•

The goal of supplier pre-qualification is to identify providers that are qualified to
deliver the required real estate and facilities services within the environments in scope
at a competitive price. The client organizational structure, geographic coverage and
approach to market are all important considerations in determining the best suppliers
to deliver the functions in scope.

•

If you don’t have sufficient data on the marketplace to be confident in your supplier
pre-qualification, a formal Request for Qualifications (RFQ) or Request for Information
(RFI) is a useful, though time-consuming way to get the detailed information you need.

•

As you begin to understand how each supplier’s presence and capabilities align with
your portfolio and service needs, you will need to determine if your goal is a singlesource solution, or if a multi-source solution is appropriate or desirable.

•

If you are considering a multi-source solution, how will you bundle or split services? By
service line/function? By geography? A hybrid approach?

•

The commercial model must be developed with an eye toward incenting desired
performance, avoiding “perverse incentives” that reward behavior that is not in your
best interest or impacts operational decision making, and distribution of risk and
accountability, which often significantly impacts cost.

Key Questions
•

Does each supplier have the financial stability, years of experience and key personnel
that inspire your confidence and satisfy your due dilligence?

•

Do you want to source the services in a principal or agency structure?

•

How is the internal team organized to manage the relationship?

•

What are your criteria for determining the award and how will the evaluation of
responses occur?

©2021 SIREAS Inc All rights reserved.
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For complex sourcing scenarios,
some companies are abandoning
the formal and transparent Q
& A process of the traditional
Request for Solutioning, opting
instead for what are referred to
as “Yellow Pad Sessions.” If held
prior to developing the Request
for Solutioning, they can be
used to solicit provider feedback
regarding market norms and what
that provider believes may be an
effective solution. If held after,
each provider can confidentially
discuss their high-level solution,
receive feedback and guidance
from the buyer, and collaboratively
consider innovative or nontraditional approaches. This also
allows the bidders to get to know
the buyer and their culture as
well as ask clarifying questions.
In either case, more interaction
and communication between the
client and bidder is becoming
common practice.
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REQUEST FOR SOLUTIONING
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A successful Request for Solutioning process requires a significant amount of work to develop
the ask package, but the results far outweigh this initial effort. Too often, we see companies
issue a Request for Solutioning without a full understanding of what they are doing today,
their needs going forward, and how to measure the provider once selected. This often results
in dissatisfied internal customers, higher costs, distrust of the suppliers and overall failure to
achieve the desired results.

Key Considerations
•

Bidders will be better positioned to bid effectively if they understand as much as
possible about your goals and your organization. Have a clear strategy for ensuring the
bidders have all the information they need.

•

We strongly recommend that you develop the pricing model and ask each bidder merely
to populate their response so that both you and they can see the resulting total cost of
their bid, and so you can easily compare one bid to another consistently.

•

Include your proposed Master Services Agreement in the Request for Solutioning and
require bidders to comment on their willingness to accept your terms and conditions
or state any modifications they would require. This is the time when you have the most
negotiating power.

SOURCING STRATEGY

REQUEST FOR SOLUTIONING

SOURCING ADMINISTRATION

Key Questions
CONTRACT NEGOTIATION

TRANSITION MANAGEMENT
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•

How will you balance your need for a proposal that is easy to evaluate and compare
with other bidders with the supplier’s need to differentiate themselves and present
innovative solutions?

•

What supporting documents and exhibits will be most helpful for you to understand the
proposed solution and the supplier’s commitment and capability to follow through?

•

How will you structure presentations and workshops to ensure a complete
understanding of the proposed delivery model, team, and cultural fit?

Strategic Sourcing: Corporate Real Estate & Facilities Management Services
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Notable Trends
Real estate and facilities services is a people business, and we are learning,
more and more, how critical cultural fit is to success of the relationship.
Investing the time to get to know the bidders and the resources they are
proposing to manage your account will add tremendous value as you
move from bidder selection and award through to operational delivery.
To learn why it is important to
align your CRE & facilities services
delivery strategy with how your
organization defines value, watch
this short video.

CLICK TO WATCH

(If the link in your PDF isn’t active, you can find the video here:
https://youtu.be/XqI2UrU1wrg)
©2021 SIREAS Inc All rights reserved.

Strategic Sourcing: Corporate Real Estate & Facilities Management Services

7

SOURCING ADMINISTRATION
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Sourcing administration can look different depending on the sourcing strategy, however, the
goals is to ensure that the team has sufficient valid information at the conclusion of the phase
to award the contract. To reach this goal, successful sourcing administration consists of three
primary factors:
•

A solid process

•

Excellent communication

•

Consistent application

SOURCING STRATEGY

REQUEST FOR SOLUTIONING

SOURCING ADMINISTRATION

CONTRACT NEGOTIATION

TRANSITION MANAGEMENT
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Key Considerations
•

A well-planned process ensures all bidders perceive the process to be fair, that the
award occurs on time and your strategic sourcing initiative stays on schedule, and that
you minimize opportunities for disruption and miscommunication.

•

Maintaining consistency in all communication, documentation and activity throughout
a complex intiative that extends over many months, includes many members, and
impacts many stakeholders is difficult, but crucial to the success of the project.

Key Questions
•

How will you balance the traditional desire for in-person meetings and presentations
with concerns for health and safety - as well as the desire to reduce costs - that led to
many aspects of sourcing aministration moving to the virtual environment?

•

How will you adapt your approach to meetings, interviews and presentations to take
advantage of the benefits of the virtual environment while minimizing its limitations?

Notable Trends
The global pandemic forced many aspects of the strategic sourcing process
to become virtual, often to the frustration of those involved. One thing
that worked well, however, and may carry over into the post-pandemic
future, is the use of functional breakouts for targeted conversations with
individual teams. In the future, shorter in-person working sessions may be
supplemented with these virtual functional breakouts to provide a good
balance between the benefits of face-to-face meetings and the cost savings
of virtual meetings.
A second Notable Trend is that the virtual environment provides
opportunities for greater inclusion. More junior members in the organization
may be able to listen in on a presentation or meeting who may not have
previously had that opportunity. Stakeholders from distant regions or
different departments may also participate at little or no additional cost to
the organization.
©2021 SIREAS Inc All rights reserved.
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CONTRACT NEGOTIATION
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Today’s contracts often do not place enough emphasis on what is truly important to the success
of the deal over the long term. For example, the development of the scope and service level
expectations, defining the desired outcomes and goals of the relationship, and developing the
right governance model are all critical components of the deal that, if not defined thoroughly in
the contract, can lead to breakdowns in the relationship. Countless business relationships fail
due to poorly documented contracts.

SOURCING STRATEGY

REQUEST FOR SOLUTIONING

SOURCING ADMINISTRATION

CONTRACT NEGOTIATION

TRANSITION MANAGEMENT
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Notable Trends

Key Considerations
•

The cardinal rule of contract negotiation is, “If it’s not in writing, it’s not the deal.” The
contract becomes the only legally binding document between client and provider and
all prior written and/or verbal agreements are null and void unless they are embodied
within the contract documents.

•

When drafting the primary contract, use your own attorneys or advisors. Be sure to
obtain qualifed counsel with deep exeprience in the specific area under review. This is
not the time to use general counsel.

•

Although it may seem odd to focus on the end of the relationship before it starts, this is
the only time you will have power to negotiate your rights upon termination. Whether
the relationship terminates amicably or bitterly, you must plan for the probablility and
provide appropriate exit mechanisms.

Key Questions
•

Are you actively involved in contract negotiations and not leaving it up entirely to
lawyers who, while drafting a sound legal document, may not fully understand all the
intricacies of the business case?

•

Have you incorporated “trigger events” into the deal structure such that if business
drivers significantly change, or aspects of the service delivery required significantly
deviate from the agreement, each party has the right to take certain actions, up to and
including the right to terminate the contract?

•

Have you included the Service Level Agreements, Key Performance Measures and
reporting procedures to tie performance to compensation, including fee-at-risk and
incentive provisions, to ensure the provider’s performance drives total compensation?

©2021 SIREAS Inc All rights reserved.
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Despite best efforts, no contracts
are perfect, and unanticipated
situations, interpretations or
disputes are bound to happen.
With a Standing Neutral, both
parties approve a neutral
third party to stand ready to
intervene when called upon
at any time throughout the
life of the relationship. The
Standing Neutral works as a
moderator or abitrator, but with
a critical difference. Having been
appointed at the beginning of
the contract, before an issue
or dispute arises, the Standing
Neutral is involved as part of
the governance mechanism.
Parties to the contract utilize the
Standing Neutral earlier as issues
arise, and before they erupt into
disputes or lawsuits.
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A well-conceived, well-executed transition plan is a critical step in the entire process. Many
well-intentioned organizational transformations and outsourcing initiatives have stumbled or
failed due to poorly executed transitions.

Key Considerations
•

Your transition team should include representatives from esssential areas such as
Human Resources, Information Technology, Procurement and Finance, in addition to
the operational management team.

•

Develop a specific and direct communication plan for each of the impacted parties,
including employees, business unit/end-user customers, suppliers, and internal
partner suppliers.

•

As the transition gets underway, take a leadership role, and embrace continuous
improvement. Set aggressive improvement targets in customer service, quality and cost
savings and engage everyone in your operation in the development of those targets.

SOURCING STRATEGY

REQUEST FOR SOLUTIONING

Key Questions
SOURCING ADMINISTRATION

CONTRACT NEGOTIATION

TRANSITION MANAGEMENT
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•

Are you prioritizing the transition, both within your team and within your organization,
and holding regular weekly or bi-weekly meetings with all parties required to attend?

•

Do you have effective controls in place to ensure your internal teams abandon old
pratices and strictly adhere to the new operational model?

•

Are you so well versed in the vision, operations, and financial aspects of your new
model that you can clearly and continuously communicate and champion the value
proposition to all parties throughout the transition?
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Final Thoughts...
The number of bids in the market is at an all-time high, driven by the increased need for flexibility
in both the delivery model and the relationship between client and provider. But for organizations
considering a strategic sourcing process, as well as service providers responding to these initiatives,
there is a tremendous investment of time and significant cost and risk associated. It has never been
more important to enter the process fully prepared, with the support and resources you need to
ensure your success.
We hope you find this eBook a useful reference as you enter the complex world of strategic sourcing
of corporate real estate and facilities management services. Additional resources that may help you
with critical aspects of Organizational Transformation, Strategic Sourcing, and Strategic Relationship
Management and Governance may be found on our website.

If you would like to learn more
about about what makes SIREAS
different from other strategic
advisory firms, watch this short
video.

CLICK TO WATCH

www.SIREAS.com

(If the link in your PDF isn’t active, you can find the video here:
https://youtu.be/jxhIsTYedf0)
©2021 SIREAS Inc All rights reserved.
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SIREAS offers strategic advisory services for real estate organizations in the world’s most admired companies.
Our innovative approach to the marketplace is driven by our objectivity, unique access to market benchmarks
and data, and our passion for delivering exceptional results. If you have a specific challenge you would like to
discuss, contact SIREAS. We will be happy to schedule a call.

www.SIREAS.com
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