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1. Sector Overview

Facilities Management (FM) encompasses a broad range of services that support the
functionality, safety, and sustainability of buildings, grounds, infrastructure, and real estate.
FM services are essential across almost every sector—from schools, hospitals, and offices to
factories, leisure venues, and local government facilities.

In the UK, FM is a mature, high-demand sector driven by regulatory compliance, outsourcing
trends, and rising demand for sustainability and operational efficiency. It sits at the
crossroads of property, infrastructure, and service delivery—making it a resilient, recession-
resistant industry.

The scope of FM includes both hard FM (physical maintenance of a building, e.g., electrical,
mechanical, fire safety systems) and soft FM (services that make environments functional
and comfortable, e.g., cleaning, security, catering).

2. Size and Value of the Sector

According to the British Institute of Facilities Management (BIFM), the FM sector
contributes around £120 billion to the UK economy annually. The total addressable market
continues to grow, driven by:

e Increased outsourcing from public and private sector bodies

o Expansion of hybrid working, leading to reconfigured space usage
o Focus on sustainability and energy efficiency targets

e Mandatory compliance with health and safety regulations

Recent market reports estimate compound annual growth (CAGR) of around 4-5% through
to 2030, with technology-led services such as remote monitoring and smart building systems
seeing the fastest expansion.

3. Breakdown of the Sector

The UK FM market can be broken down into several key service areas:

Service Type Typical Services Included
Hard FM Electrical, HVAC, fire systems, building fabric maintenance
Soft FM Cleaning, security, front-of-house, waste management

Integrated FM (IFM) Bundled contracts combining hard and soft FM
Specialist FM Grounds maintenance, catering, pest control, energy audits



SMEs dominate the local delivery market, especially in cleaning, grounds care, and single-
service contracts. However, large integrated providers (e.g., Mitie, CBRE, Sodexo) are
prevalent in high-value public sector and blue-chip contracts.

4. Business Structures and Ownership

There are thousands of FM companies in the UK. According to UK government data and
trade sources:

e 80% of FM companies are SMEs turning over less than £2.5 million
e Many are founder-led or family-run firms, especially in cleaning, security, and
maintenance

e Over 25% of the sector’s workforce are non-UK nationals, highlighting the reliance
on flexible labour

Ownership models typically include:

e Sole traders or partnerships

e Limited companies (Ltd)

o Franchise models (particularly in cleaning)

e Divisions of larger construction or property groups
There is also a rising trend toward employee-owned businesses and management buyouts,
especially where contracts rely on continuity of service.

5. Major Players and Competitive Landscape

The sector is a mix of multinational giants, mid-tier regional specialists, and a long tail of
small businesses. Key players include:

Company Focus Turnover
Mitie Full-service FM £4.0bn+
Sodexo Catering, cleaning, security £1.6bn (UK&I)
CBRE Property and FM management  £1.2bn+

ISS Integrated services £1.0bn+

OCS Group Cleaning and security £500m+

But beyond the giants, regional players dominate local delivery, offering bespoke services
and stronger client relationships. This fragmentation makes the sector ripe for roll-ups and
“buy and build” strategies.

6. Key Factors to Evaluate During Acquisition

When assessing an FM business for acquisition, consider:



vV Contracted Revenue

o Long-term contracts (esp. with schools, hospitals, councils) are valuable
e Check for automatic renewal clauses and SLAs (service-level agreements)

V Staff and TUPE Risk

o Staff are the key asset—but also a cost and risk
e TUPE regulations apply when ownership changes, so check employment contracts

v Regulatory Compliance

e Health & safety, COSHH, fire safety and ISO certifications
e Insurance cover and claims history

V Cash Flow and Payment Cycles

o Public sector contracts can be slow payers
e Look for businesses with regular monthly billing and minimal debtor days

v Equipment and Asset Ownership
e Who owns vans, machinery, tools? Are they leased or owned outright?
v Customer Relationships
o How dependent is the business on one or two contracts?
e Check for relationships with facility managers, estate teams, or procurement
departments
7. Opportunities for Acquisition
There are abundant opportunities to acquire FM businesses, particularly:
e Owner-managed firms where the founder is looking to retire
e Specialist firms (e.g., in fire compliance, school cleaning) that could be bundled into
a broader FM offer
o Contract-led businesses with solid monthly income and low marketing spend
o Fragmented local operators that could be rolled up under a single brand
Regional clusters (e.g., industrial estates, business parks, or education zones) are ideal
targets for building up local density and economies of scale.

8. Challenges and Risks

While attractive, the FM sector has some risks:



Risk Area Details
Labour Costs & Shortages  High staff turnover and wage inflation can affect margins

TUPE Transfers Can lead to inherited liabilities or disputes post-acquisition
Low Barriers to Entry Especially in cleaning—new competitors emerge easily
Contract Loss Losing a major contract can damage revenue overnight
Compliance Failures Safety incidents can lead to penalties or legal claims

Due diligence should focus heavily on HR practices, health & safety records, and contract
renewals.

9. Investment Potential
Despite these risks, FM is considered a resilient and investable sector due to:

e High demand regardless of economic conditions

e Predictable revenue through contracts

e Opportunities to improve efficiency via tech (e.g., job scheduling, remote monitoring)
o Synergies with other B2B services (e.g., property management, maintenance)

Private equity and trade buyers are actively investing, especially in bundled services and
specialist compliance firms. Entry multiples remain low—typically 2.5—4x EBITDA for
SME deals—while resale multiples for larger, integrated groups can be 6-8x or more.

10. Strategic Recommendations
For Deal Club members exploring acquisitions in FM:

Target businesses with multi-year contracts and public sector clients

Look for compliance-led services (e.g., fire safety, H&S checks, cleaning in education)
Avoid firms heavily reliant on one or two contracts or clients

Be cautious around TUPE risks and ensure legal advice is in place

Consider a buy-and-build strategy in a specific geography or niche

Partner with someone with operational experience in service businesses

Look for low multiple deals with recurring income and asset light models

Summary

The Facilities Management sector offers stable income, fragmented competition, and multiple
acquisition paths—making it an ideal industry for Dealmakers. Whether you’re new to
business ownership or already operate in the service sector, FM provides the opportunity to
acquire recurring cash flow and build long-term value.
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