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Inside outsourcing

Exploring the personal impact of outsourcing and shared service
centres on finance professionals around the world

any surveys have shown

the rationale hehind using

either a shared service

centre or culsourced
function to improve business
processes, In its 2010 survey of
global chief financial officers, The
New Value Infegralor, technaology giant
IBM found that the use of alternative
delivery models, such as shared
services centres or outsourcing, for
financial transaction processing is
692, more common in efficient finance
organisations than their counterparts,

Wheare the projects hava been

susogssiu, ey will be boilt uoon,
Accerture, in it 2009 revew of
alotal shared services, Acivaving hiph
Lo S ouph sfoared seiviCes;
losmona T the maatoes, found that
seveh aut of L0 responcents wiin
shared sarvics centres alanned ta
axpand thz goographic coverage of
thel - zhared se-~vice centres (3508)
within the next taree years.

Continue to succeed

Bt this same report nighlightad
something trat naeds to e constantly
add-essec if toe business process
culsaurcing (BROT ard S50 movermen]
i toocantinue ta succaad, |- said:
Shared service cenlres Tace g nunbar
of chalangas onca tha migratons are
cvat, inclucling slatilising the servioe
aftac tre go-live date, establishing

a sarvice cu ture quickly. creating
comeelling sharsd sarvices career
sathes and bailding continuous
improvament with raterial results,
regardless af how t-e external
arnyiroanrment changes,”

Iraler wordls, 3508 anc
citzource-s need o orvest in their
mecple o benslils arg Lo conlinue 1o
accrus e e fmarenl” organisaliong,

At the zame Tme, thers is clear
avitderce that as outscurcing and 5505
~1ature, the level of work careisd oot
in theso contros will ahift up the valuc
chain so that more companizs «i |

use them far high value, know edgs
based processes, [his preszris octh 2
challznge znd an opportunity for those
working irnosuch grvironmeans,

A Micheel Corbell, chzicrman
cf the noernaliona Asscciabon of
Qutsourzing Professionals, says:
‘Companies are oulaourning o oo
rors han cut costs but to add value,
incrzaze business flexbil ty and
prapare far future growth.'

“ha AP Fas found that knowlcdge
based outscurcing is becoming more
important 2o companizs. and the
inzustry 15 tilhing ths demand, In both
Lhe qukirmn of 2008 ard cenuary
2010, in & survey of its members.

'Trera iz a significant eftect, and it

is differant by region. In central ard
aastarn Europe, youo sa2 wraditional
uriversity towns with a growing
proprulabiom of slodenls who ars e
aligned Lo BPC or warking in S5Cs,
ou alzo see the nfluy of divarsity
il Thess o Has, where slienls wan® 1o
Fave European language skills.” 8Tkin
cites a5 examples Frague, Budaoest
angd Brakow, where financialy literats
professicnals have migrateo, working
and setting up home there.

Haowrever, clespite this influx znd the
Availability ot local talent, there =
sl a shortags of suilahhy gualifisd
accountants to car-y out some of

M HAS CERTAINLY INCREASED THE EXPOSURE FOR
PEOPLE TOWORKIN A GLOBAL ENVIRONMENT
BECAUSE THEY INTERFACEWITH GLOBAL,
MULTINATIONAL, MULTI-CULTURAL CUSTOMERS,

BUT THE REASON WHY THERE MIGHT NCOT BE
OPPORTUNITIES FOR PHYSICALMOBIUTY IS THAT A
LOT OF THE JOBS ARE MOVING TO A CENTRALISED,
CONSOLIDATED ENVIRONMENT

roee than 409 dicaten that
culsorcing al their organisadons was
incraasingly facused on knowledge-
fiasend activitios, corpared with

leas than 3058 wha said thoy waee
incrzazing the outsaurcing of lower-
kil evel positiors.

Arguzbly, t1e tinance funckion. either
rear-skore or oshors. should lead this
riovernent, =0t s moere important
iz ewar Lo oous o penoale’ gspecis,

Thare are, of courss, sogic-economo
alfecls of 550 and aulsourcing hubs,
ey v lies P henalilec: Trom
proweei g the sta™f Tos trese services,
N oying SConomic prosparity.

Az Mick Atkin,

Pricowatorhow sellonne s pariner
in fingnce business sery Ces, says:

the high-end functines that 3505 and
culscurczd fuaclions ase oking Lo
daliver. Lpaward pressura on salarias,
angd tharefore cosla, Tnllows,

‘T story cranges n Indiz,)

Atkin =ays, "whers the sca e of the
popUlation means that those soris

o skillz are more rescily ave lable.
Large B20 organ sations are woasking
with universities a year o two oetore
students praduates to train thermin
larcial managsmenl, @ Lo provide
support for talented people, Trey will
snpansor hermn thraugh Lhe [2ller slages
ol Laiversily s ey g bowrk for e
likos of Infosys, Wipre or Gorpac.’

But that zaic, &bk n chzarvas that
reslly gonsd, wall-qual fied acoountarts
are still hot property. ‘BFO providers
and their clients don't wan: to give upz



!I_'.'Er.l'!_'-!_ has offices warldwide, including

its headaguarters in Londan

individuals very readily so therefore
the price goes up, attrition rates go up,
and these can cause problems for BPO
providers and shared services.’

Chris Davies, managing director
of Diageo Business Services - the
financial shared service centre for
the drinks giant, based in Budapest,
Hungary — has seen first hand
the effect the improved financial
capabilities can have in a particular
location, and how that can be of
bensfit to that location. He now argues
that cost is not the driving factor in
locating a BPO organisation or S5C
in Budapest, 'Hungary is starting to
get out of the trap of wage arbitrage;
il now competes on the quality of the
labour pool,’ he says.

Effect on local ecaonomies

Rick Sturge, director of business
development at the London Schoal of
Business and Finance, says: 'There Is
an aggressive war for talent.” Sturge,
as a former director of outsourcing
and 35C provider WNS, is familiar
with the effect that the sector, and
demand for particular skills, can have
on local economies.

‘But it is providing opportunities for
people in developing countries to get
jobs and develop themselves.'

Sturge's colleague, Peter Stewart,
director of corporate business at
the LSBF makes the point that such
maobility possibilities are improved
by internationally recognised
qualifications such as those provided
by ACCA. ‘It you are battling for
talent, then life is easier if you
can say that you want someone
that meets a recognised standard;
unifarmity is no bad thing.'

Yet there is still a concern that once
a part, if not most, of the finance
function s moved out of the core
operation and into either a S5C or
outsourced entirely, then it becomes
out of sight, out of mind = training and
continuing professional development

"THERE IS A LARGE DEGREE OF ZIGZAGGING UP
AND THROUGH THE STRUCTURE; THIS IS ONE OF
OUR REALRETENTION FACTORS —WE HAVE THREE
DIRECTORS HERE WHO JOINED AT AGRASS ROOTS
LEVEL IN 2002’

DIAGEO
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Diageo's shared service centre (SSC) in Budapest, Hungary, has evolved
from being a transactional-based function to one capable of delivering
high-level and high-value financial services throughout the global drinks
giant's worldwide network. In doing so, it is helping to create a highly
skilled and mobile financial workforce in Hungary, ready to do business
around the world.

‘We have a large captive centre here in Budapest that we opened lowards the
end of 2001,' explains Chris Davies, managing director of Diageo Business
Services. "'We were one of the first 55Cs in the country, and now employ 700
peaple. About three years ago we extended to an outsourced delivery centre
in Manila and small centres in Shanghai, Bucharest and Prague, primarily for
languages that can't be accommodated out of Manila.'

DBS primarily has finance services in Budapest — order to cash, procure to
pay, record to report. But then it also houses the treasury, direct and indirect
tax, statutory accounting and board level reporting functions.,

‘In & nutshell, we want to get as much as makes sense into shared services,
but put it in the right place,’ Davies says. "Anything that we can standardise
and scale is located in Manila, where we gal a 40¢% salary arbitrage. Where
it requires more customer contact, nuance and flaxibility we locate it in
Budapest - effectively upskilling the workforce here,”

In effect, the group finance function is almost entirely based in the
Hungarian capital, with only a couple of senior positions remaining in London.
As Davies says, this has some very significant implications for both movement
and recruitment and can create huge opportunities.

‘Someonea can join us out of college in an accounts processing role, develop
their overall business skills, pick up some accounting training, move across
into a financial planning and reparting role; and then cross over into a market:
facing role.

'S0 it really creates some mobility,” he says. ‘There is.a lot of zigzagging up
and through the structure; this is one of our real retention factors — we have
three directors here who joined at a grassroots level in 2002,

Davies says while there is a handful of people from Brazil and the
Metherlands for language purposes, the lion's share of his staff are Hungarian.
The average age is 27, higher than it once was, as DBS has taken out the
transactional roles and put in more strategic roles. "We are recruiting fewer
graduates and hiring more experienced professionals, but we are still
recruiting at all levels,’ he says.

As in other countries, a large amount of accountancy training takes place
in the Big Four firms. But Davies sees benefits to the wider workforce by
recruiting these employees: ‘Because we are increasingly recruiting staff that
have worked in these firms, they are having lo recruit and train more. But we
certainly keep up with our staff's training, we invest in keeping people current.”’
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could fall by the wayside, careers are stalled, and opportunities to
move back into the central organisation will be limited, if not non-
existent. Not so, says Jackie Gittins, people and change director at
PwC. ‘The large organisations are doing a lot of things virtually.’
Gittins adds that progress can be monitored through staff surveys
— most high-performing organisations will carry out surveys at least
once a year. ‘Engagement is really important; high engagement
drives value to the business,” he argues. In other words, those that
are prepared to invest in their people will reap the benefits. If people
feel they are not being developed, coached or given opportunities
they usually say so. ‘FDs are asking what is happening in the
business, what they think of the finance function,” says Gittins.
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Increased value

Peter Stewart develops this point, saying how the
increased value of work carried out in SSCs and
outsourced functions has developed. ‘If you join a Big
Four firm as a trainee, your career is mapped out for
you. Originally, this might not have been the case in
SSC or BPO, where the work was basic transactional
work. But now you can think about it as a career,’

he says. Global mobility raises a number of issues.
There is no doubt that the outsourcing movement has
opened up opportunities that previously did not exist
for professionals in emerging economies.

As Davies says: ‘My junior staff are hugely sought
after and are in demand all around the world.” But he
adds that at more senior levels, people might be at a
different stage in their lives. And he also believes that
the start-up or growth-stage finance SSCs’ leaderships
skills that are required of more senior professionals
might not be as finely tuned as they could be.

Marieke ten Houte de Lange, Shell’s human
resources manager for finance operations, says it
might not be necessary to travel to get international
experience: ‘There is an element of increased global
exposure for finance professionals, but we tap into
local talent markets, which is one of the drivers of
moving into a shared services environment.’

Global environment

Her collegue, Karthik Selvaraj, in Chennai, India,
agrees: ‘It has increased the exposure to global,
multinational, multicultural customers, but the
reason why there might not be opportunities [for
physical mobility] is that activities are migrating to
a centralised, consolidated Shell Business Service
Centre environment. Jobs are getting done in fewer
locations. But the exposure is tremendous.’

In terms of the importance of working with an
outsourced function and SSC as part of career
development, ten Houte de Lange is clear. She says:
There are four dimensions of experience a well-
rounded finance professional requires here. These are:
professional, business, leadership and stakeholder
management experience.

The people that have the best potential to become
future leaders in the organisation should have
experience both in the operations environment in
shared services as well as in the business and in the
central function.’

Philip Smith, journalist



Out of Ireland

lan Slattery, senior executive and head of outsourcing at Accenture,
Ireland explains what Ireland can offer the global outsourcing industry

Q. What's Ireland’s big selling point in
outsourcing?

A. We have a highly skilled and
available workforce; English speaking;
business friendly and politically stable;
good work practices with a strong
focus on innovation and continuous
improvement; a natural enthusiasm

to collaborate; and delivery. All these
factors, which exist locally, make Ireland
attractive as a location for outsourcing
providers such as Accenture.

0. What can Ireland offer that can't be
found in lower cost economies?

A. All too often the debate on
outsourcing is on location rather than
on an overall solution.

Industry, both in Ireland and abroad,

is struggling to regain competitiveness
and outsourcing can play a leading part
in resolving that challenge.

It is true that services that are price
sensitive are difficult to deliver from
Ireland, but where Ireland can, and
does, take the lead is in the provision of
value-added services. So the question
should be: ‘What is the right solution?’
rather than ‘The answer is Ireland, what
is the question?’

Q. Are there sectors Ireland hasn’t
exploited yet?

A. Ireland has been very successful in
attracting a large amount of foreign
direct investment. Looking forward,
we can continue to be attractive as a
location but only for certain services,
namely high value-added ones. For
example, Ireland has a good story

to tell in the outsourced R&D space
and we are improving our capabilities
all the time. The IFSC is an excellent
example of a dedicated service sector,
in particular the funds industry. There
is a lot of emphasis on greentech and
the green economy, and Ireland should
be at the forefront of this market,
especially the service aspects required
to support the green economy.

0. Can companies be incentivised to
locate activities here?

A. The simple answer is yes. Besides
State support and grants, Ireland

has a lot to offer. Ten years ago,
Accenture chose Dublin over a lot

of other European cities in which to
locate its European Service Centre,
which manages all finance and account
services, as well as a number of

other functions for many Accenture
operations across Europe and the
world. Ireland’s highly skilled and
available workforce with good language,
functional and technical skills, continue
to be key factors for organisations
deciding to locate activities here.

0. What activities are being outsourced
in Ireland?

A. Over the last couple of years, the
industry has witnessed a significant
rise in the level of outsource activity
in Ireland across a range of functional
areas, namely CRM, customer

care, outbound and inbound call
management, sales and order
fulfillment, HR Services, IT
including application and
infrastructure and across
the finance service
spectrum of order to

cash and procure to

pay, procurement and
learning. This increase in
outsourcing activity has
not been

limited to one market
segment, indeed,
outsourcing is playing a
part in companies’
strategy
across all
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industries, be they public or private.
Ireland’s key strength is an experienced
and skilled workforce, which is essential
for the more value-added and strategic
activities.

0. What impact is the current downturn
having on outsourcing?
A. We have seen a definite shift in client
focus since the market has become
so dynamic. It’s not surprising that
‘cash is king’ right now. Companies are
looking to maximise cash from their
current operations and cost savings are
an absolute must to deliver real P&L
impact.
Unsurprisingly, we are also seeing that
those companies in ‘survival mode’
are reducing or even suspending
investments on what are perceived
as ‘growth projects’ and are laser-
focused on taking out cost from their
businesses.
Speculative projects are low on the
priority list and business cases are
under scrutiny — those with a committed
saving or cash return within 12
months are capturing executive
attention. Outsourcing is a
valuable strategy in this
market and there are three
key areas, in Accenture’s
view, where it can make a
direct, immediate impact
on company results: cost
management; cashflow and
liquidity improvement; and
growth. The last one is often
overlooked in the struggle to
survive. Qutsourcing can also
help speed growth by
helping companies
drive new revenue,
improve workforce
productivity,
and prepare for
and assist with
post-merger
integration.



