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Fundamentals of Shared Service Design

The business process redesign movement continues as companies increasingly consider moving processes out of the ‘operational’ organisation to either outside service providers or in house shared service organisations.  Essentially, these are similar concept: it’s the ownership structure that differs.

The role of software enabled business transformation is the essential ingredient of these initiatives, bringing together as they do the need to change processes, organisation structure and the supporting technology.

As with all change initiatives, management can dive into any one of these three core components.  But, without considering all three as a balancing equation of business design, sub-optimal outcomes are inevitable.

Processes need to be understood so that the service delivery unit – whether internal or external – has a clear view of what it is expected to do and where processing responsibility starts and stops.  The essential fact is that shared and outsourced service provision is about standard processes that transact high volumes of data.  This then underpins the ability to define service levels, performance indicators and charging structures.  As with the purchase of any service or good, both supplier and customer need to agree on the content of the delivery in order to agree service and price levels.

What it often missed is that once an activity is ‘got rid of’ into a shared or outsourced service that the processes and ways of working of the remaining operations also need to change.  As a minimum there is a need to manage the relationship differently than when it was all in house.  

Most organisations have informal communication and management techniques that make things work.  Once an activity has been taken out of this informal nexus of communication, there is a risk that something is lost.  This can be seen in the early days of public sector outsourcing where a government entity relinquishes responsibility but did not put in place new processes of monitoring or managing the new relationship.  It’s quite likely that this is one of the problems Rail Track in the UK had when it outsourced rail maintenance to a myriad of contractors: no one thought it necessary to properly manage the holistic nature of network maintenance.

What this means is that new processes or ways of managing are required that can have a knock on effect on the disposing organisations work and organisation. This can be limited or far reaching depending on the circumstance.  If management do not recognise this impact, however, the likelihood that where costs savings are expected from the change these remain unrealised because of sub-optimal organisation and work practices that generate costs in other areas of the organisation.  

For example, one client merely co-located a group of accounting functions, which meant that the ‘shared service’ centre had a number of different ways of transacting similar data.  In addition, the number of manual and electronic interfaces increased because of the need to continue support to operational activities.  Also, there was inconsistent definition of process and financial control activities, which were inconsistently transferred to the new centre.  Some divisions had financial reports prepared for them while others retained the preparation of these.  The upshot was that without coherent processes and organisation responsibilities definition, the total end-to-end process costs of this organisation actually increased.  The savings that were achieved merely became one off paper currency benefits.

The lack of process and organisation definition is a key problem for both shared and outsourced service.  Outsourcing does impose discipline, often at a cost, because there is a clear external contractual relationship.  With shared services there is the risk of seeing the activity as another corporate service that can be manipulated into conformity by corporate and divisional management.  The shared service structure has to be established as an autonomous, if not independent, service provider to avoid the corporate capture that can arise if the scope for manipulation is allowed to persist.

Technology is an enabler of shared and outsourced services.  The problem arises when the establishment of shared service is seen as a purely technology driven activity.  What needs to happen is that once the business architecture of process and organisation are determined the business requirements can be defined to specify the technology delivery requirements.  Where underlying software needs to be selected these requirements can also be used to differentiate between competing products so that the business gets the solution it needs rather than what often appears to be the answer to a question that hasn’t yet been defined.

Getting the business model and architecture right and defining requirements properly is the most important part of a shared service project.  But, this is the area that frequently experiences under investment.  Getting it wrong, or sub-optimised, at the beginning extenuates the differences that occur at the implementation stage, where the technology solution is seen to ‘fail’.  Again UK government experience with a number of failing system implementations is almost entirely due to the lack of proper business model definition.

Implementing either shared service or designing for an outsourced service means that a total view of the business benefits has to be achieved.  This needs to start with strategy, where the compelling need is often defined, through to operational process and organisation design to define how the business will operate in future.  This needs to take on an understanding of the impact of activities outside the immediate area of targetted change in order to ensure that the business as a whole benefits from the investment made.

Making sure that the business design and business requirements definition is done properly, is what Solution Centric Global Partners focuses on.  Facilitating, advising and managing these matters is what we do.  

Contact Gary Garner on garnerg@scglobalpartners.com
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