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Shared Services Breakfast
Seminar 20 ™ September 2007

At the end of September 2007 PKF hosted a breakfast

on the benefits of shared service centres. Margare

Director of Finance and Resources, from The British
and Naomi Connell, Director of Finance & Support Of
from London Underground led the discussions explain

their organisations took the decision to have the c

implementation and post go live issues were then ex

Set out below are the main points from the session.

Why shared services?

London Underground’s objective
for a shared service centre was
mainly to reduce the costs of its
human resources and finance
functions. For finance, staff
were cut from 100 to 60 and in
the case of HR there was a
more dramatic reduction from
approximately 400 to 250.

The British Council’s reasons
were a little more complex. It
had issues because of its
geographical spread. Offices in
each country had acted quite
autonomously. They had their
own procedures which brought

www.pkf.co.uk/mcs

problems at strategic and
operational levels and mobility
between offices was difficult.
There was a need for better and
faster decision making but data
was scattered over disjointed
systems. An example was in
procurement, where it had not
been possible to take a view of
purchasing efficiency across the
organisation. A further problem
was that the quality of local staff
varied.

These shortcomings needed to
be addressed. It was decided to
implement a new financial
system across the organisation
and set up shared service

“in front of text”
rrect place

October 2007

debate
t Mayne,
Councll,

ing why
entres. The
plored.

centres in each of 13 regions.
Whilst cost wasn't a driver, they
identified a headcount reduction
from 120-90 in the UK alone
which lead to a 15% efficiency
saving.

London Underground’s centre
was also set up at the same
time as implementing new
financial systems.

On a note of caution, the view
was expressed that the decision
to go for a shared service needs
to be supported by a solid
business case. The temptation
to follow the fad, without
thinking it through, needs to be
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avoided. Itis important that
shared services arrangements
should only be implemented
where economies of scale will
be achieved and where the
functions to be included are
being undertaken in more than
one part of the organisation.

How long does it take?

The timescales depend on
many factors such as the scope
and scale of the activities to be
included. In London
Underground the finance shared
services implementation
happened at the end of the ERP
implementation project that took
2 years. (The shared services
implementation took
approximately 6 months). The
first regional hub in The British
Council took 12 months.
Subsequent, roll outs to other
hubs took 3-6 months each.

The implementation issues?

At the British Council it was
considered crucial that the
governance of the project was
agreed at the outset. An
important aspect for them was
that users needs were met fully.

At London Underground they
found that it was important to
focus on the areas where the
share service could add value.
A sound ERP implementation
takes time. New processes
which are shaped by the
facilities of the new system and
are tailored to recognise the
characteristics of shared

services operations have to be
introduced. Getting the
processes right is critical to the
shared service centre’s
success.

Good planning for the
implementation is essential.
The design of the system and
processes needs to be thought
through as do any relocation
implications. Other constraints
also need to be factored in such
as statutory consultation periods
for redundancy.

Cutting costs is easy. You
reduce staff numbers and costs
fall accordingly. The real
challenge is to do this whilst
maintaining or enhancing
quality. No value is gained by
processing invoices in half the
time if 50% of them are
incorrect. In HR quality is key
for obvious reasons. The
standardisation of daily
functions and systems across
the organisation and their
robustness is essential to
delivering the cost savings and
quality and sustainability of the
team.

Inevitably, some things will
always turn out differently from
expected and details may be
missed. The implementation is
a journey where people learn
the practical implications of
earlier decisions as they go. It
is important that flexibility is
incorporated into the project.

The British Council initially
decided to bring their finance

processes in from the 110
separate offices to 13 regional
hubs. During implementation it
became clear that the
assertions by countries that they
were different had been given
too much credence. As a result,
they have now decided to
reduce the number of hubs to 5.
The final structure of the shared
services was influenced by
employee quality and
sustainability of the team.

It is important that the
implementation does not lose
momentum. Poorly resourced
projects suffer slippage. The
longer the implementation takes
the more chance there is that
external influences will require
changes to the design and the
processes further prolonging the
time to go live.

In London Underground’s
experience it was essential to
focus on and deal directly with
the risk management aspects.
They opened dialogue with staff
who were to be clients of the
services at an early stage. The
main message was that as long
as the activities are done did it
matter to them who did them?
This helped with the migration
aspect of the implementation.
Good management is required.
The new team in the shared
service centre needs to be
brought together and motivated.

The consultation approach
adopted when agreeing the
design of the new service was
discussed and potential
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problems explored. One of the
attendees said that she had
been asked to decide on system
generated report content and
style at an early stage of the
project. She found it difficult to
know what was required when
she didn’t have much
knowledge of the planned
processes.

It was agreed that the method
for signing off the design of the
processes and outputs needs to
be considered with caution. If
users are bombarded with
documentation they will not be
able to give proper
consideration to the content.
They may be able to pick up the
major areas where documents
are not accurate. However, it is
unlikely they will give sufficient
thought to identify omission or to
challenge whether the right
options have been chosen.
Process walkthroughs and
demonstrations are a better
method but need more time and
organisation.

PKF’s experience has confirmed
that in many cases staff had
been overwhelmed by the
additional effort shared services
needed and as a result
improvement opportunities were
missed and risks not fully taken
into account.

There must be scope for special
needs to be surfaced.
Representatives from around
the effected parts of the
business need to be involved.
For the British Council, dealing

with the banks was crucial. It
took a lot of work to interface
with external organisations
successfully around the world.

Redesigning processes is a
skilled activity. It should be
treated as such. Appropriate
resources need to be brought
into the implementation team.
Defining SLAs is not always
straightforward and is made
particularly problematic if the
scope of the service has not
been tightly defined.

It was pointed out that there is a
tendency as you get close to the
implementation deadline and
pressures increase that
requirements and deadlines are
de-scoped from the project.

The result is that the project
does not meet expectations.
Good project management will
prevent slippage and identify
resource issues.

It was agreed that the use of
consultants to add resources to
the implementation team and
take key roles during the
implementation was often
necessary and added
considerable value if planned
properly. The experience of the
attendees was that the people
hired in need to be experience
professionals and not just
additional bodies.

Implementation Resources
and Governance Aspects

Alongside the implementation,
there is an overriding need to
ensure business as usual does
not suffer. Existing
arrangements need to be
maintained. It is easy for
attention to be diverted and for
errors to increase. This is
especially the case where the
implementation has to be
progressed by those having to
carry on with their day jobs. For
any significant shared service
centre implementation a full time
project manager and other
dedicated resources are
required.

Those who were going through
a shared service implementation
expressed the view that
“business as usual” is difficult
given the pressure of shared
service implementation. As the
objective of many of these
projects is to cut costs there is a
temptation to apply this frame of
mind too enthusiastically to the
implementation project team.
The implementation needs to be
resourced properly and the
implications on the existing
operations need to be
considered and factored in if the
benefits sought are to be
achieved.

London Underground employed
someone in the shared service
centre to ensure that progress
did not stall, issues were
recognised early and addressed
immediately and appropriately.
He made sure that the
objectives were not lost sight of
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and quality was not
compromised.

London Underground’s
experience highlighted the need
to recruit new skills from
outside. In many cases, placing
people in new roles is not the
right answer. Staff transferring
into the centre will have differing
training needs. Basic training at
all levels is often required before
training on the systems
themselves takes place.

The need to manage retained
staff is often overlooked. Where
redundancy has been
necessary, individuals taken into
the new operation often will feel
guilty that they have kept their
jobs. They may be resentful
that their friends have lost
theirs. They also have to
become accustomed to their
new roles and working in an
environment where SLAs
govern performance. The
British Council had performance
issues with some staff. To
minimise these they thought it
important to formalise the
performance expectation at an
early stage.

PKF explained that skills and
training has been an issue in
shared service work in the
media and finance sectors.
Senior staff needed to revisit
basic training after traditional
skills developed in the beginning
of their careers lapsed before
starting on new ERP systems.

After Implementation

There is inevitably a need for a
period of stabilisation after
implementation. This should be
planned up front so that the
implementation team is not
disbanded too early.

The British Council learned that
users need to take a dogged
approach to sign off.

Incomplete deliverables or those
that do not meet the
requirement must not be
accepted. The sign off process
is the lever for users to get what
they need. Getting attention to
fix problems afterwards is more
difficult and often teams are
disbanded so capacity for
correcting the service becomes
limited.

Robust consideration of benefits
management is also important.
It is therefore critical that the
benefits expected have been
identified at the outset.

Tracking mechanisms need to
be putin place.

London Underground
recognised that it was
necessary to have someone
focused on delivering the
benefits within the shared
service centre. Someone who
is the clear link to the users and
who will take responsibility for
ensuring the service is delivered
and communicating with users
when they are not fulfilling their
obligations.

It is easy to miss control issues
or not think through the
problems that might occur. An
example given was restrictions
on setting up accounting codes.
What had worked before
needed to be rethought for the
new arrangements.

The design phase doesn’t
always get scope and
boundaries right. London
Underground are currently
reviewing if too much of their
HR function moved to the
centre. The remoteness caused
difficulties when dealing with
sensitive issues and they had to
rethink it.

Once implemented it is
advisable that some the project
team are kept on for a while in
order to address the practical
issues that inevitably arise.

Continuous Improvement

The attendees discussed how
continuous improvement can be
achieved. Should benchmarking
be used and ongoing efficiency
targets imposed. In London
Underground they are
comfortable that the finance
processes are reasonably
efficient. However, they are
beginning to challenge
themselves as to whether they
can improve further. In doing so
they have found that it is
important that they can call on
individuals who have done it
before.
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Some aspects of HR are very
different to finance, for instance,
efficiency targets may be
inappropriate for something like
grievance work. London
Underground in reviewing their
service concluded that these
activities should not be covered
by a shared service.

Shared services or
outstanding

The difference between shared
services and outsourcing was
not believed to be huge, except
you can fine outsourcers if they
do it wrong. Nevertheless, the
golden rule applies. Never
outsource a problem. Quality
SLAs are important in both
cases.

Payback periods for both were
not hugely different.

Conclusions

There are many reasons for
implementing a shared services
centre. Cost reduction is often
the main factor. However,
standardisation of processes
and improved information are
attractive benefits.

The discussions highlighted the
need for shared services to be
implemented in a rigorous
manner. Project management

and adequate resourcing was
key. Early and sustained
consultation with users is critical
to the success of project.
However, space must be
created in existing jobs so the
sufficient thought can be given
to the requirements.

The human aspects for the
deliverers and recipients of the
service are complex and need
to be addressed. Implementing
a shared service should not be
considered a one off event.
Inevitably experience of
operating it uncovers
opportunities for improvement.

The use of consultants in many
cases is necessary to ensure
sufficient expertise and
experience is available within
the implementation team and
just as important that sufficient
resources are employed to
progress the project within the
required timescales.

The implementation of shared
services and outsourcing
requires many of the same
aspects to be addressed.
Although engaging with a third
party can add a rigour to the
project and incentives to carry
the project through.
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