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Summary

The summary of the master report is structuredodlews; it starts with a brief general
introduction of Rabobank Centraal Twente, whereuian problem identification with the
related research approach will be discussed. Affiisr the main concepts coming from the
theory will be explained. Subsequently, the cur@hiation and the future situation of the
department Facility Services will be described. Tnactical research, in the form of case
studies at other organizations, will be definecera¥ards. The management summary ends
with conclusions and recommendations for Rabobaski@al Twente.

Introduction Rabobank Centraal Twente

Rabobank is a Dutch bank (financial service ingt) that consists of 147 independent local
cooperative banks. Rabobank Centraal Twente isobtigese independent local cooperative
banks and consists of five establishments, namelyDelden, Goor, Borne, and two
establishments in Hengelo (ov). The head officeoeated in Hengelo. Rabobank Centraal
Twente is known as an undertaking bank that offecemplete service package for private
individuals and companies. In February 2010 theeeasrking in total 268 employees within
the organization that represents 224 full time egjents (FTE).

Rabobank Centraal Twente is organized in a soeai@nagement model’. This means that
the board, existing of a statutory director-prestde statutory director of Commerce and a
statutory director of Business Management, is mesiide to the council of members. The
board of directors is together responsible forwiele policy of the bank. The committee of
commissioners is the institution that monitors pesued policy.

Problem identification

At the moment, the year 2009/2010, organizations aperating in very dynamic
environments. This means that financial institutidrave to struggle with very small profit
margins. To adapt on this situation organizaticanehto operate in a more efficient way; cost
saving is more and more a main theme in the palfayrganizations to stay a key member in
the market.

To anticipate on these developments Rabobank Neukrhas developed a vision; vision
Rabobank 2010. With respect to the departmentiBa&eérvices this vision means, in brief,
that more and more services will be outsourcedktereal suppliers. The goal of outsourcing
facility services it to achieve efficient busingsscesses, by which the management attention
can be focused more on the primary process.

At this, it is important that Rabobank Centraal Titgecan control and manage the relations
with the suppliers to keep the quality and pricghaf services on the right level. The related
problem definition in this research is formulatedfallows:

“In'which way the department Support has to dedl muttsourcing to control and
manage the relationships with external supplieis structural way?”
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The central objective of this report is to identigssibilities to control and manage the
relationships with the external suppliers in adtied way.

Beside this practical cause, there is also a stieneéason for this research. In the field of
outsourcing, the most examined question is theremiyg decision (in the production industry
also named the make-or-buy decision). In our opinie comparison with the decision issue,
the central theme in this research is under expd®gdneans of this research, as well based
on scientific literature as practical examinatiarg want to give contribution to the existing
literature.

Research approach

The information and data in this report are coddctn different ways. First, the current

existing literature with relation to outsourcingeagplored with the help of the research data
bases Scopus and Web of Science. To map out thentwituation of Rabobank Centraal

Twente, in particular the department Facility Seegi we have studied several policy
documents and plans of Rabobank Centraal Twent®ahdbank Nederland. Beside this, we
have spoken to the responsible persons of the tpesathat are taking place within the

department Facility Services, namely the DirectousiBess management, Manager
Administrative Services, Manager Facility Servic8snior employee Facility Services and a
Business Controller.

The practical research consists of expert intersienth employees of different organizations
(case studies) who are responsible for the opetio the field of facility services. These
organizations are Rabobank Vaart en Vechtsstreekyetsity of Twente, Akzo Nobel, a
hospital in the Netherlands, and the municipalitfEnschede. The goal of these case studies
Is to gather insight in the operations of theseanizations with relation to the central theme
of the research. To compare the findings of these studies, with each other and the theory,
it is possible to identify which aspects are valador the organization Rabobank Centraal
Twente.

Theoretical framework

The central theme in this research is outsourcAlthough the literature gives several
definitions, in this research we follow the defioiit of Langfield-Smith and Smith (2003):

- Outsourcing is the contracting of any service or activity to a third party

In the theory there are two main reasons to outsoar service or activity, namely cost
savings and the willingness to get a better foqushe core activity of the organization. On
the contrary, outsourcing can also take along sosks. The theory distinguishes four types
of risks; performance risks, financial risks, st risks, and psychosocial risks.

With respect to the central objective of this reskat is important to limit these risks as
much as possible; to achieve outsourcing ‘in cahtro
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First, it is essential to mention that the Plan@Clweck-Act (PDCA) cycle is a regularly used
management tool within Rabobank Centraal Twentee dhality circle is developed by
Deming and is also known as the Deming wheel (Bt This tool is used to keep (and
develop) the different processes within the orgation on the right and expected quality
level (continuous improvement).
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Figure 1. The Plan-Do-Check-Act cycle

The different stages of outsourcing can be condewtth the distinct phases from the PDCA
cycle and are presented in the Table 1:

Phase of the PDCA cycle Related activity of the outsourcing process

Plan Strategic policy of the organizatiop,
Formulating objectives of the organizatipn
with respect to outsourcing, analyzing the
risks of outsourcing

Do Do-or-buy decision, selection of the suppli¢r,
Compose the contract
Check Management of the relationship;

monitoring, checking indicators SLA, supgly
of information, communication, relationgl
governance
Act Correction;
penalizing, reward, changing the contract

Table 1. The PDCA cycle related to outsourcing

As mentioned before, it is important to control andnage the relationship with the supplier.
Therefore, the check phase is an important onenRhe literature, it becomes clear that a
formal contract, relational governance (by which trust is an important factor)
communication, and the supply of facility management information are influential elements
for a successful Check phase and so a controliatlenanageable relation with the supplier.
This can be presented in the following concepteséarch model (Figure 2):
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Figure 2. The conceptual research model

A related concept to these outsourcing stages saBss Intelligence. Business Intelligence is
a collection of strategic business information with help of report tools and data mining. To
perform theCheck phase in the right way it is necessary that tspassible employee obtain
the right (quantity) information to judge the perfances of the supplier. In conclusion, the
concept of Business Intelligence can be couplatdclemensupply of facility management
information.

The most important findings coming from the theoan be enumerated per element of the
conceptual research model:

- Formal contracts
- Itis necessary to formulate the relevant servicesclearly way
- Edit clearly formulated objectives (service levah)the form of parameters/metrics
- Include conditions about (quality) checks, medmtiand maintenance
- Relational governance
- The development of a trust basis with the suppiédps to control the freedom of the
supplier in relation with the way of performing tbervices.
- The fact that the outsourcing organization canipresthat the delivered services and
information (report) can be labeled as reliable.
- Supply of facility management information
- The use and/or development of a Business Intelliggmocess/system, so that the
outsourcing organization can be supplied with (nge@n@ent)information in a relative
simple way
- Itis important that the outsourcing organizatidmains the necessary information, for
example in the form of reports, to manage theiglahip in an effective way.
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- Sructural communication
- A communication plan included with fixed communioatstructures.
- Adivision in consultation on a strategic, tactiaald operational level.

The current situation of the department Facility Sevices

Rabobank Centraal Twente consists of a board eéttirectors, namely the statutory director
chairman, the statutory director Commerce, andstamitory director Business Management.
Each director has the responsibility of a dired®raith different business processes.

The directorate Business Management consists ofdepartments; Credit Risk Management,
Control, Administrative Services, and Facility Sees.

The core business of the department Facility Sesvis to relieve colleagues as much as
possible in the field of facility services. At thithe aim of Rabobank Centraal Twente is to
deliver the facility services with the agreed quyaknd a responsible price. In short, the
department has to ensure for a well work envirorimEme activities are taking place without
customer contact, so we can call the activitielsaak office activities.

From November 2009, the department uses the sdatvagplication Planon Managed
Services (Planon). This can be seen as the Budimediggence system within the department
Facility Services and is also known as a Facilitgridigement Information System (FMIS).
The system is currently used as a tool for the @x@t of, the insight in, and the control on
operational activities. So, at the moment Planomasnly applied on an operational level.
However, the system is also suitable for informratio a tactical level.

Facility Services and Outsourcing

As described, the different issues concerning autsog can be connected to the distinct
phases of the PDCA cycle.

The activities related to tHelan andDo phase occur in a structured and right way. However
with respect to the contract, Rabobank Centraalnfeventers a contract often in a way that is
common in the sector of the supplier. With otherdsp Rabobank Centraal Twente does not
make demands regarding the contract.

Interviews with responsible employees (Director iBass Management, Manager
Administrative Services, Manager Facility Servicebpw that with respect to theéheck
phase there are some points for improvement. Irctinent situation, the department Facility
Services manages the relations with suppliers méiased on complaints (a so-called ‘beep
system’). This management style can be classifeegassive. Only in case of problems or
faults, there will be given attention to solve thelevant problem. Trust (relational
governance) is in practice a well-used control rme@m; this means that the performances of
the suppliers are not monitored in a proactive way.

The conceptual research model shows that the sugdpigformation is an important and
necessary element to control the relations with dhppliers. In the current situation, the
Facility Management Information System, Planon,ordy used on an operational level.
However, this software system has the possibititgrovide the organization information on a
higher (tactical) level. In addition, Rabobank Gaat Twente does not demand reports in a
permanent way.
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Vision Rabobank 2010; specific for the department &cility Services

As stated at theroblem identification Rabobank Nederland (a project group; Stuurgroep
Rabobank 2010) has developed a vision for the caxtng years; Vision Rabobank 2010.

This section will describe this vision in more det8y means of Vision Rabobank 2010,
Rabobank Nederland (and so Rabobank Centraal Tyvaatds to anticipate on the changes
and developments that are related with the dynaemgironment in which financial
institutions are operating. The umbrella objectiseto serve the customer optimal on a
gualitative way by a right ratio of price to quglit

With respect to the department Facility Servichs, main intention is to develop the current
management system toward a Total Facility Managénf€RM) system. This kind of
management system can be seen as an ultimate fooutsmurcing. With other words, the
management, the delivery of facilities and therizial risks are taking over by a third party
(the supplier). Through this development, therd tbd a strict distinction between the core
business (selling of financial services) en theomsdary processes. This ensures that the
management attention to the secondary, supportiogepses is minimized as much as
possible.

A direct consequence is that the department Fa@krvices has to move to a more directing
role instead of a performing role. This means tthe outsourcing organization has to
supervise and partly coordinate the outsourcing&es and activities. Supervising signifies
checking on the accomplishment of contracts, tistscand the delivered performances. This
indicates that th€heck phase from the PDCA cycle will be more and mogai§icant.

The vision of Rabobank Centraal Twente is in linéhvthe vision of Rabobank Nederland.
The main themes within Rabobank Centraal Twente ther near future are a further
professionalization with a high quality and, if piide, further outsourcing.

Within Rabobank Centraal Twente outsourcing is aotobjective itself. The organization
views outsourcing as a means to an end. In thieifistance, the organization wants to operate
the coming three years in the same way. Howevdheiffe are possibilities to improve the
quality the organization will take this opportunifyfter this period, the organization wants to
develop oneself more and more to the Total FaciMgnagement system. The final
consequence of these points is a decrease of therelATE’s and so an improvement of the
efficiency.

Practical research

The expert interviews can be described as semitaned interviews. With the help of a
guestionnaire, the respondents are interviewed dbéstionnaire is based on the conceptual
research model, so the questions are based foga part on the elements that are important
for the Check phasdormal contract, relational governance, communication, and the supply

of facility management information. Beside these elements, factors related to the Reehre
also integrated in the case study, because thesadehave also influence on a controllable
and manageable relation with the supplier.
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The findings of the different case studies are shawthe appendix in the form of a table.
However, a comparison of the findings makes it fdsg0 summarize the most important
results:

Relational governance (trust) and the formal cantase significant control mechanisms
and can be seen as complements of each other.

The communication between the outsourcing orgaoizaand the supplier has to take
place in a structural way, on a strategic, tacticahd operational level. The
communication has to occur via a fixed intermediary

Benchmarking can give the organization relevantorinfition about the current
performances (as well on cost as quality) in comparwith the market.

Information services in the form of reports areeesial to correct the supplier in a
proactive way.

The length of the contract can ensure a momernefasion and evaluation. Beside this, it
can affect the trust basis (for possible furthelaboration) between the outsourcing
organization and the supplier.

Conclusions and recommendations

With the help of the findings/conclusions from ttineoretical framework and the practical
research, it is possible to determine which acti®t@bobank Centraal Twente has to
undertake to realize a situation where the relatigrs with the suppliers are controlled and
managed in a structural way:

Make demands on the contract

When Rabobank Centraal Twente has the intentioenter a contract, the organization
should make certain (standard) demands on the amintifhis means concrete that
Rabobank Centraal Twente has to conclude a corftract fixed period of time, has to
include a confidentiality clause and communicatigan in the contract, and has to
demand provision supply of information coming fréme supplier.

Implement vendor rating in the organization

To map the performances of the suppliers Rabobaskr@al Twente should judge the
suppliers in the meantime (proactive) in a strieduway on the basis of criteria (these
could have different weighting factors) that aréed®ined before (see Appendix B). This
delivers important (management)information.

Optimization of the Facility Management Information System; Planon

Regardless information on an operational leves$ itliso possible to extract information
from Planon on a tactical level. Therefore, it isc@ssary to optimize this Facility
Management Information System. The first step isapply the moduleContracts, by
which information about the content of the consatan be digitized. At this, it is also
possible to update data about the performancdsedduppliers in the system. In this way,
Rabobank Centraal Twente enlarges the Businedidatee.

To perform the different contract actions (perfamgnithe vendor rating, communication
has to take place, termination/extension of theraat) structural it is recommendable to
apply the signaling function. In this way, the respible employees will be remembered
to actually execute the contract actions.
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- Perform benchmarks with other local Rabobanks
The preceding recommendations are mainly related thie quality of the performances
of the suppliers. However, it is also essentiah&ve insight in the costs (price) of the
services. It is therefore advisable to comparddbiity costs on a yearly basis with other
local Rabobanks. In this way, it is possible to dgethe suppliers offer their services
against market costs.

- Test the customer experience on a yearly basis.
Next to the fact that it is important for the orgamtion that the facility services are
supplied on the expected quality level, it is aggnificant to test the opinion of the end-
user; the employees of Rabobank Centraal Twent@ugh a survey, it is possible to test
the wishes and opinion of the end-user about thecufacility services. It is essential to
feedback the results to the suppliers, so that ghpplier, if required, can make
corrections.
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Appendix B

Supplier Assessment

Info rmation supplier

P arme: Veldlniis Schoonmaal
% ervice Clearing

C omtact persom supplier: -

Drate of ass ess ment - =
sses0ls) -

Length of contract Tndefiritely, per 01-09-2003 Rabobank
Code of conbact b accordance with the cade in Plamen

Agsgessment cTiteria

Weighi Assezzmeni  Final

fartor -4} (1-5) iudmenwert

General criteria

C ceporate Social Fes pomsibiliby

C cpnnuamication has taken place i the nzlbtaray
[Chiatterlyimports are delivered

o) | e

Total

Price

Flate is in accordance with the corditions in the contract
Meerpoys homt overeen met verzichte werkzaambeden en tanet
(roede betalingscondities

Lo e

Tatal

Service

E’
g,
3
E
|
3
R

Timeliness and the way of charging

]

Feactive- and recovery tine inthe case of deficiency [after sales service)
Total

]

]

Cuality / monitoring
Checlk external
Fulfilling the frequency o speafh)
Seare vilico method fower af .00
Check Veldlnis Schocrmnaalk
Fuifilling the fraquenay (2 x per »amth)
Felated reports ave delivered
Check Rabobank Cenbaal Twente [parforred ndernally)

oo oo o oo O

Total

Ac tions for Imp rov ement
Previois agreements arve fulfilled

] ]

Total

Finalgrade (%) |
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