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ABSTRACT

This paper addresses the question as to what
extent the outsourcing degrees of property
management influence the operating costs of
owner-operated real estate. For this purpose, the
outsourcing degrees of technical, infrastructural
and commercial property management of over
100 Swiss office buildings were reviewed. In
terms of costs, the administrative costs as well
as the costs of utilities, waste disposal, cleaning,
upkeep and maintenance were included.

As the analysis of the data revealed, com-
mercial property management primarily impacts
on the administrative costs. The office buildings
of the four project partners that were examined
incurred higher costs when commercial property
management was outsourced. Similarly, the
costs of utilities and waste disposal are higher
Sfor real estate with outsourced infrastructural
property management. An inverse relationship
was identified in respect of the cleaning costs,
where the costs are lower when outsourcing
infrastructural property management. The im-
pact of technical property management becomes
apparent with regard to the maintenance costs,
which are lower for real estate with outsourced
technical property management. On balance,
the situation appears to be rather heterogencous,
as outsourcing results in higher costs for some
cost groups and in lower costs for others.

The reasons offered for these differences go far
beyond the actual functions being outsourced.

For instance, the project partners involved
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believe that it is, in particular, low service levels
and reduced maintenance strategies that go
hand in hand with high degrees of outsourc-
ing. Therefore, the interviews with real es-
tate owners, and also the data collected, give
rise fo the assumption that outsourcing is
a measure for the implementation of cost
reduction strategies. However, this assumption
requires verification by way of further explora-
tion.

Keywords: outsourcing, corporate real
estate management, public real estate
management, real estate strategy, real
estate financing, occupancy costs

INTRODUCTION

Outsourcing within the meaning of this
study is the transfer of services to external
service providers, with the focus being on
property management in accordance with
DIN 32736: “The entirety of all services for
the operation and management of buildings,
including all structural and technical facilities,
on the basis of integrated strategies”." Thus,
the study follows the definition provided
by McDonagh and Hayward, who des-
cribe outsourcing as “the partial or total
contracting out of a business task, function or
process to an external service provider. It
involves replacing the internal provision of
those services and includes out-tasking, strategic
alliances and partnership arrangements”.”

In Switzerland, it is in particular the
outsourcing of services in the area of
public or corporate real estate manage-
ment (CREM) which has significantly
gained in importance over recent years.’
For this reason, this area is examined
further within the scope of this study. One
aspect influencing the decision for or
against outsourcing is the cost factor.* In
fact, many real estate owners expect a
reduction in costs from their outsourcing
projects. However, to what extent the
cost of real estate is effectively reduced by
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the implementation of such measures, and
what their implications are, has not yet
been examined in greater detail. There is
still a distinct lack of studies examining
the question as to whether or not the
outsourcing of services can lower costs.

The only existing studies centre around
the question of what the determining
factors of real estate costs are. The GSID%
Public Housing Operating Cost Study,’
for instance, discerned above all the im-
pact that the location has on cost develop-
ment. Moreover, the studies carried out
by BMIL° which primarily provide cost
data for a variety for usage types, merit
mentioning. These studies recognise the
type of usage as a relevant driver. How-
ever, the existing studies do not provide
any information as to what extent out-
sourcing impacts on costs. This study aims
to close this gap.’

Using data collected from four project
partners, the present study examines the
causal relationships between outsourcing
and the costs of owner-operated real
estate in Switzerland. For this purpose, the
costs of over 100 owner-operated office
buildings and their outsourcing degrees
are reviewed on a uniform basis. Any
relationships identified can then be ex-
amined and discussed with the par-
ticipating project partners, with the aim
of answering the following question:
Does the outsourcing degree of property
management have any impact on the costs
of owner-operated real estate?

The present paper is intended as a first
step on the path to answering this ques-
tion. In the first section of this paper, the
authors introduce the general concept
of outsourcing, primarily addressing the
question of differing outsourcing degrees
and their measurement within the context
of this study. The second section addresses
the cost aspect; based on the operating
cost concept, it outlines the identifica-
tion of operating cost indicators. The
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two following sections describe the sur-
vey sample underlying this study and the
causal relationships ascertained between
outsourcing degrees and costs. Finally, the
results are interpreted in the last section,
primarily addressing potential cost drivers
that are closely related to outsourcing.

PROPERTY MANAGEMENT AND
OUTSOURCING

Property management in accordance
with DIN 32736

With regard to the property management
concept explained above, DIN 32736
distinguishes between three separate serv-
ice segments:

* Technical property management
+ Infrastructural property management
» Commercial property management

Technical property management is com-
prised of all services required for the
operation and management of structural
and technical installations, such as operat-
ing, servicing and repairing installations.
The infrastructural management, on the
other hand, encompasses all business-sup-
porting services that improve the use of
the building, e.g. cleaning and upkeep
services. And finally, the last service seg-
ment includes all commercial services aris-
ing in connection with both technical and
infrastructural property management. This
segment also encompasses property ac-
counting and contract management.

As part of this study, these three service
segments have been examined separately.
They were used in order to differen-
tiate between the outsourcing degrees of
the properties surveyed, distinguishing be-
tween the following characteristics:

e Provision of external services
» Provision of internal services

Thus, the outsourcing of property
management services was defined on
three levels (technical, infrastructural and
commercial) and two tiers (“depths”)
(external and internal). The underlying
depth scaling was carried out on a merely
nominal basis, as no metric scaling data
(indicating the share of outsourced
services in percent, for example) had been
provided by the project partners.

Outsourcing of property
management services

The meaning of outsourcing within the
present study is the contracting out
of property management services to
an external service provider, the out-
sourcee. In order to better understand this
phenomenon, which has become more
prevalent in recent years, first of all, it
must be examined why real estate owners
transfer the provision of services to
outsourcees.

In their survey, McDonagh and
Hayward® recognised “that access to skills,
technology and best practice not available
within the organisation is the main outsourcing
reason _for most organisations and that, contrary
fo popular belief, cost savings are relatively
unimportant”. These results are confirmed
by the surveys carried out among Swiss
real estate owners, as regularly published
by pom+ and ETH Zurich. While the
respondents regarded the cost aspect as
relevant for outsourcing decisions, the
concentration of the core business was the
main consideration in their decision-
making process.’

Nevertheless, 44% of all real estate
owners polled by pom+ and ETH Zurich
named outsourcing as the reason for
realised cost reductions. In addition, they

: - - 10
mentioned, inter alia:

* Process optimisation
» Changes in user behaviour
* Improvements in cost transparency



* Consolidation of purchase volumes

This shows that cost reductions are at-
tributable to a number of causes and
not just outsourcing alone. However, the
authors believe that these reasons are
closely related to outsourcing, as will be
elaborated further in the following sec-
tion. In fact, these reasons are often an
essential element of outsourcing projects,
which means that outsourcing, in most
cases, leads indirectly to cost reductions.

During outsourcing, processes (such
as cleaning, relocation and maintenance
management) which had previously been
the responsibility of the real estate owner
or the owners CREM division are
transferred to the outsourcee. Generally,
the outsourcee continues to use the
existing process sequences. However, the
outsourcee will first of all analyse these
processes in order to optimise them, as
only an optimised process will permit the
cost-effective provision of the required
service. In doing so, the outsourcee
can wusually draw from extensive ex-
perience gained during similar projects.
This enables the outsourcee to cost-
optimise the processes within the given
service level.

Moreover, when contracting out any
services, the direct costs of these services
are more apparent. Cost transparency is
almost an integral aspect of outsourcing
and usually results in major parts of addi-
tional services no longer being requested
by the user. This means that service levels,
for example, can be defined at a compara-
tively low level'' and that only very few
additional services will be requested at
a later stage. The cost reductions are
achieved by decreasing the scope of serv-
ice. Usually, this also results in a change in
user behaviour, as user requests are no
longer automatically fulfilled due to the
structure of the contractual agreements
with the outsourcee.
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Along with the above-mentioned cost
transparency for additional services, out-
sourcing projects may also increase cost
transparency in general. When taking on
property management services, the out-
sourcee  will be required to render
transparent and comprehensible accounts
regarding these services to the real estate
owner. Only in cases where remuneration
in the form of a flat fee has been agreed,
will complex accounting of this kind not
be necessary. The agreement of a flat fee
is, at least in Switzerland, quitc rare;
therefore the outsourcee will generally be
required to provide proof of the serv-
ices rendered by keeping transparent
property accounting records. As a result,
owners could achieve a high level of
cost transparency for their real estate
portfolio.

Another factor to which real estate
owners attribute realised cost reductions is
the consolidation of purchase volumes,
ranging from the purchase of electricity,
heating oil and gas to the purchase of
fittings and furniture. This is an effect
which can be achieved, in particular, by
outsourcing and thus, where applicable,
the combination of smaller portfolios.
By purchasing for all the portfolios
managed by it, the outsourcee can utilise
cconomies of scale. It should be men-
tioned that, in addition to the pure
purchasing activity, economies of scale can
also be achieved on a more general level
(regarding relocation management or ad-
ministrative services, for example) when
combining the portfolios. Ambrose et al.
(# 358) describe the advantages of
economies of scale, making particular
reference to real estate investments.'?

OPERATING COSTS OF
OWNER-OPERATED REAL ESTATE

This study examines the costs of owner-
operated real estate based on the operating
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cost concept of DIN 18960. It encom-
passes “all recurring direct costs for structures
and land, whether incurred on a regular or
irregular basis, as from the time the structure
becomes useable until its demolition.”"

It should be noted that this definition
takes into consideration only those costs
generated by the building. Any operation-
specific and production-related person-
nel and material costs do not fall under
this definition if they can be separated
from the operating costs.'* This means
that, inter alia, the cost of electricity for
the operation of the building (e.g. for
the water supply, sewerage, heating and
transport systems) must be separated from
the cost of electricity for the commercial
operations (e.g. for EDP systems and
photocopiers). This is not always possible.
In exceptional cases, the standard there-
fore permits a certain degree of intermix-
ing although this somewhat hinders the
comparability of cost indicators.

The structure of the operating costs
largely follows the structure of DIN
18960. Four cost groups have been
defined, whose sum equals the operating
costs:

» Cost of capital (costs arising from the
raising of finance)

» Administrative costs (costs arising from
services rendered by a third party or for
own work required for the administra-
tion of the building)

+ Operational costs (costs arising from the
intended use of the building)

» Repair costs (costs arising from the
restoration to the state, in which the
building can be used as intended or
required)

Furthermore, DIN 18960 distinguishes
between these four cost groups on two
additional levels. However, these further
levels were not fully applicable to the
present study. The problem was primarily

the separation of handling, servicing,
inspection and repair costs. Incidentally,
this separation has been denounced by
Richter as being unsuitable in practice.'®
For the purposes of this study, the above
cost groups had to be combined under
the term of “maintenance costs”, as
they cannot be captured separately. This
resulted in the following cost groups
which had to be captured and then
analysed separately:

e Administrative costs

» Costs of utilities and waste disposal

e Costs of cleaning and upkeep

« Maintenance costs for structural parts

» Maintenance costs for technical installa-
tions

The sum of the above cost groups will
hereinafter be referred to as “costs recog-
nised in the profit and loss account”.
The cost of capital was excluded from
the survey, as — from a theoretical
perspective — it is not connected to
the outsourcing of property management

services.'®

“m? usable floor area *year” was
selected as the functional unit of costs.
The provision of usable floor area is the
main purpose of a building, as the purpose
for which the building is used (for
example office work) takes place in this
area. A full year was chosen as the period
under review in order to cover an entire
accounting period and the operating costs
incurred.

DESCRIPTION OF DATA MATERIAL

A set of primary data permits the
examination of the relationships between
the outsourcing degrees of property
management and the operating costs. This
set concentrates on owner-operated office
buildings. The composition of the data set
is limited to the four participating project
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Table 1: Data material: Outsourcing degrees of property management

Outsourcing degree [number of properties]

Technical property management (R = 116)
Infrastructural property management (R = 116)

Commercial property management (R = 116)

39: provision of internal services
77: provision of external services
22: provision of internal services
94: provision of external services
39: provision of internal services
77: provision of external services

Table 2: Data material: Operating costs

(costs as at: 2001, exclusive of VAT)

[CHF/m’ of usable floor area x year]

Lower quartile ~ Median Upper quartile R
Administrative costs 19,70 25,55 295 113
Costs of utilities and waste disposal 32,41 38,66 47,27 105
Costs of cleaning and upkeep 31,60 40,76 56,38 113
Maintenance costs for structural parts 8,26 i85 e 28,88 116
Maintenance costs for technical installations 34,17 54,92 71,57 116
Costs recognised in the profit and loss account 170,87 205,71 247,14 97

partners, each owning the following
number of properties:

* Credit Suisse (77 properties)

» City of Zurich (11 properties)
* SwissRe (11 properties)

UBS (17 properties)

All of the above project partners are large
corporations that are (with the exception
of the city of Zurich) part of the banking
and insurance industries. No additional
partners were included, as the provi-
sion of cost data (usable floor area, for
example) could not be ensured. How-
ever, discussions with potential project
partners confirmed that transparent data
will be available over the coming years.
The setting-up of information manage-
ment systems is now being prioritised by
many real estate owners, which should
result in a positive trend.

The properties within the survey
sample are located throughout Switzer-
land, with a certain degree of clustering in
the Zurich metropolitan area. The age
structure is highly heterogeneous and
ranges from 1 to 200 years. The mean
property age is 56 years. The property size
is also heterogeneous, ranging from 337
to 26,154 m® of usable floor area (mean
value of 3,830 m?® of usable floor space).

Table 1 shows the outsourcing degrees
identified within the sample. It should
be noted that the outsourcing degrees
show a high level of uniformity within
the portfolios of the individual project
partners. This means that all 77 properties
of Credit Suisse, for instance, show the
same degree of outsourcing.

In addition, the operating cost data was
collected. Table 2 contains the frequency
distribution of this data. The table shows
the lower quartile (25% quantile), the
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median (50% quantile) and the upper
quartile (75% quantile).

The cost data is property-specific,
meaning that the survey sample comprises
a maximum of 116 properties. However,
the survey sample is smaller with regard to
the data for administrative costs, costs of
utilities and waste disposal and the costs
of cleaning and upkeep), as not all
transparent cost data was available in each
instance due to classification problems
(e.g. definition of accounting period).

The relevant cost groups identified
during the survey were the maintenance
costs for technical installations, the costs of
cleaning and upkeep and the costs of
utilities and waste disposal. These cost
groups have median values between 39
CHF/m” usable floor area x year and 55
CHF/m? usable floor area x year. In
contrast, the maintenance costs for struc-
tural parts and the administrative costs are
of less significance in terms of their
amounts. The median of the costs
recognised in the profit and loss account
is 206 CHF/m” of usable floor area x
year.

CAUSAL RELATIONSHIPS

As the outsourcing degrees show a high
level of uniformity within the portfolios
of the individual project partners (see
Table 1) and four project partners were
included in the present survey, the causal
relationships cannot be subjected to a
statistical examination. Any such ex-
amination would require a much larger
survey sample and the inclusion of
additional project partners. The causal
relationships identified could then be
examined by means of regression
analyses."’

The present study therefore reviewed
the cost groups and their sensitivity to the
various outsourcing degrees by comparing
the quartiles and medians of the cost

groups to the relevant outsourcing de-
grees. In this way, indications as to the
sensitivity of costs to the degree of out-
sourcing are obtained. The results of these
comparisons were then presented to the
participating project partners and ques-
tioned. The aim of these discussions was
to determine the reasons for the cost
differences identified.

Administrative costs

DIN 18960 defines administrative costs as
“the costs for services rendered by a third party
or for own work in relation to the human
resoutrces and equipment required for the ad-
ministration of the building or the business
entity, the costs of supervision and the value of
the administration work carried out by the less
or itself. The administrative costs also include
the costs of statutory and voluntary audits
of the financial statements and the manage-
ment”'® Accordingly, those services that
incur administrative costs can be classified
as the commercial property management
previously outlined. In accordance with
DIN 32736, this service segment is com-
prised of:

* Procurement management
* Cost planning and control
* Property accounting

+ Contract management

The outsourcing degree of commercial
property management, in particular, must
be examined more closely on this basis
and compared with the collected data on
administrative costs. Table 3 contains this
comparison, showing that the medians of
both degrees of outsourcing differ by
more than 40% from each other.

There is a positive causal relationship
between the outsourcing degree of com-
mercial property management and ad-
ministrative costs. In the case of most
properties surveyed whose commercial
property management has been out-
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Table 3: Administrative costs and outsourcing degrees of commercial property
management [CHF/m2 of usable floor area x year] (costs as at: 2001, exclusive

of VAT)

Commercial property management

Lower quartile  Median Upper quartile R

Provision of internal services
Provision of external services

15,76 18,69 26,82 36
23,37 26,54 30,35 77

Table 4: Costs of utilities and waste disposal and outsourcing degrees of
infrastructural property management [CHF/m’ of usable floor area x yea r] (costs

as at: 2001, exclusive of VAT)

Infrastructural property management

Lower quartile  Median Upper quartile R

Provision of internal services

Provision of external services

27,67 93,72 43,93 18
33,10 39,78 48,27 87

sourced, the administrative costs were
higher.

In the opinion of the project partners,
this causal relationship is primarily due to
the contractual relationship between the
outsourcee and the real estate owner,
which requires absolutely transparent
property management. This affects, above
all, property accounting which has to
present, among other things, all pay-
ment streams in a transparent fashion
and therefore becomes rather com-
plex. This high level of transparency,
which evidently also affects procurement
management, cost planning and control
and contract management, results in high
administrative costs. Consequently, from a
theoretical perspective and based on the
data  collected, the assumption was
confirmed that the administrative costs
will generally increase when property
management services are outsourced. To
what extent this increase in administrative
costs will be compensated for by savings
in other cost groups will be partially
examined in the following sections. In
addition, exemplary reference is made to

the work of Then who shows cost
reductions to be realised in particular by
using a suitable information management
system.'”

Costs of utilities and waste disposal
The cost group for utilities and waste
disposal mainly comprises the cost of
water and  wastewater, heating and
electricity. The provision of these facilities
and, it applicable, their disposal are
functions of the infrastructural property
management. For this reason, Table 4
compares the outsourcing degree of
infrastructural property management to
the costs of utilities and waste disposal. As
for the administrative costs, this com-
parison shows a positive causal relation-
ship between the outsourcing degree and
the costs of utilities and waste disposal.
The participating project partners sce
the cause of higher costs of utilities and
waste disposal in the case of out-
sourced infrastructural property manage-
ment primarily in the volumes purchased.
UBS, for instance, stated that it has a far
higher demand for the supply of utilities
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Table 5: Costs of cleaning and upkeep and outsourcing degrees of infrastructural
property management [CHF/m? of usable floor area x year] (costs as at: 2001,

exclusive of VAT)

Infrastructural property management

Lower quartile  Median Upper quartile R

Provision of internal services
Provision of external services

43,05 63,37 77,04 20
il 25 38,60 52,90 93

and is therefore in a position to negotiate
better prices than is the case for out-
sourcees. Consequently, the outsourcing
of infrastructural property management
services would result in increased costs of
utilities and waste disposal.

However, this contradicts the introduc-
tory notes on the advantages of outsourc-
ing. The argument was that outsourcees
combine smaller portfolios and are there-
fore able to utilise larger purchase quan-
tities and economies of scale. Nonetheless,
the survey sample suggests the opposite to
be the case, as it is specifically those
properties surveyed, which have not been
outsourced, that belong to particularly
large portfolios, as is the case with UBS.
In this case, purchase volumes and
economies of scale are counter-indicative
to outsourcing, as no additional benefits
can be achieved.

Costs of cleaning and upkeep
DIN 18960 groups the cost of cleaning

services for the entirety of building and
land under the cost type of cleaning and
upkeep. This item goes beyond interior
cleaning services, which is of relevance for
the office usage under review. Added to
this are the cleaning costs for flat roofs and
the surrounding areas, for example.*

As a rule, these services are attributed
to infrastructural property management
whose outsourcing degrees must therefore
be compared to the costs of cleaning and
upkeep, showing (for the first time) a cost
reduction through outsourcing (see Table

5). Those properties contained in the
sample showed that outsourced infrastruc-
tural property management had con-
siderably lower costs of cleaning and
upkeep.

As the reasons for the differences in
costs identified, the participating project
partners cited, above all, differences in
service levels (for service level agree-
ments, see Pratt’') and hourly wages. The
city of Zurich, for example, argues that its
comparatively high costs for cleaning and
upkeep result from its high hourly wages.
However, the city of Zurich feels that it
is largely an expression of its social com-
mitment to pay these wages, as it is part
of the public service and therefore bears
a particularly high responsibility for its
staff. This responsibility prohibits the city
of Zurich from lowering wages in this
area to bring them in line with market
prices.

The participating banks, on the other
hand, attribute the differences in the
costs for cleaning and upkeep of their
properties primarily to the service levels,
which do not correspond to the high
service level of SwissRe in particular.

Maintenance costs

The present paper defines the main-
tenance costs as the sum of all handling,
servicing, inspection and repair costs.
These costs are therefore attributable to
the technical property management in
accordance with DIN 31736 and are
broken down into maintenance costs for
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Table 6: Maintenance costs for structural parts and outsourcing degrees of
technical property management [CHF/m’ of usable floor area x year] (costs as

at: 2001, exclusive of VAT)

Technical property management

Lower quartile  Median Upper quartile R

Provision of internal services

Provision of external services

14,51 25,00 40,19 39
7509 12,88 24,09 7y

Table 7: Maintenance costs for technical installations and outsourcing degrees of
technical property management [CHF/m2 of usable floor area x year] (costs as

at: 2001, exclusive of VAT)

Technical property management

Lower quartile  Median Upper quartile R

Provision of internal services

Provision of external services

49,22 71,47 100,86 59
$2:95 46,08 63,65 7

structural parts and maintenance costs for
technical installations.

As with the costs of cleaning and
upkeep, the maintenance costs for struc-
tural parts indicate a negative causal
relationship when compared to the out-
sourcing degrees of technical property
management. The maintenance costs are
lower for those properties whose technical
property management has been out-
sourced (see Table 6).

As with the maintenance costs for
structural parts, the maintenance costs for
technical installations shows a negative
causal relationship (see Table 7). With
regard to the maintenance costs contained
in the survey sample, it should be noted
that they are lower for properties whose
technical property management has been
outsourced.

The project partners are in agreement
that the causes for the specific causal
relationships depend on the maintenance
strategy employed. It was noted, for ex-
ample, that outsourcees tend to perform
less preventive maintenance work, as they

are subject to greater cost pressures than
the persons responsible for the specific
properties within the CREM divisions.
While the persons responsible for the
specific properties at SwissRe and UBS,
for instance, pursue a preventive main-
tenance strategy, the persons responsible
for the specific properties at Credit Suisse
only carried out emergency maintenance
measures. This can be described as a
maintenance backlog which may result in
higher costs in the future.

To what extent the outsourcing really
impacts on the maintenance costs in these
cases is unclear. Instead, differing main-
tenance strategies are noted, which are
implemented by the persons responsible
for the specific properties, irrespective of
whether or not the relevant services are
provided internally or externally.

DISCUSSION OF RESULTS

As the properties surveyed show,
commercial  property  management
primarily impacts on the administrative
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costs. The office buildings examined
incurred higher administrative costs when
commercial property management was
outsourced. Similarly, the costs of utilities
and waste disposal were higher for real
estate  with outsourced infrastructural
property  management. An  inverse
relationship was identified in respect of
the cleaning costs, where the costs were
lower when outsourcing infrastructural
property management. The impact of
technical property management became
apparent with regard to maintenance
costs, which were lower for real estate
with  outsourced technical property
management. On balance, the situation
appears to be rather heterogeneous. It was
noted that outsourcing resulted in higher
costs for some cost groups and in lower
costs for  others. However, the
maintenance costs as well as the costs of
cleaning and upkeep for properties with
outsourced  property  management
services, which are significant due to the
amounts involved, were lower.

These statements should be read in the
light of an underlying survey sample of
four project partners who provided the
data. The outsourcing degrees proved to
be specific to the individual project
partners; therefore the outsourcing de-
grees of the survey sample show little
variation. Thus, the relationships iden-
tified between outsourcing degrees and
operating costs could not be confirmed
statistically. However, two further results
obtained by this study wunderpin the
relationships as presented. Firstly, the
interviews held with the participating
project partners confirm the above state-
ments. Secondly, the frequency distribu-
tions 1identified for the cost groups
examined could not be explained by any
unrelated variable within the study. For
instance, the costs of cleaning and upkeep
do not correlate with the glazed area of
faade, the year of construction or the type

of ground plan, but rather with the degree
of outsourcing. Thus, the results of this
study can be considered to be well
substantiated hypotheses which require
verification by means of future analyses.
It was not only the data collected, but
also the interviews with the participat-
ing project partners, and the intro-
ductory theoretical considerations, that
demonstrated that outsourcing property
management services may result in a
reduction in costs. Qutsourcing can
therefore be an integral part of cost
reduction measures for owner-operated
real estate. However, it should also be
noted that outsourcing takes place in
tandem with other measures, such as:

* Process optimisation

* Changes in user behaviour

* Improvements in cost transparency
+ Consolidation of purchase volumes

In fact, these and other measures of
reducing costs are often associated with
outsourcing, which means that outsourc-
ing in most cases results indirectly (via
those measures) in cost reductions. The
authors are therefore of the opinion that
the same cost reductions could be realised
it the CREM division was to consistently
implement said cost-reducing measures.
In such cases, outsourcing would not
be absolutely necessary. However, the
authors believe that it is the outsourcing
of services in particular that enables
companies to successfully realise cost
reductions with regard to their owner-
operated real estate.

In contrast, CREM divisions often do
not have access to the same opportunities,
which would explain the largely positive
development of the real estate manage-
ment sector over recent years.”> In par-
ticular, the outsourcing of services in the
area of property management played an
important role in this development. In




some cases, the outsourcing of these serv-
ices 1s effected by comprehensive leasing
agreements. It is therefore likely that the
issue of occupancy costs and outsourcing
will continue to gain in topicality.”
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