The Case for an Integrated Approach to
Outsourcing Management Support Services

Management support services are essentially a “small business” with
the corporation’s emplovees and managers as its customers. As such, these services
should be outsourced to an mtegrated provider that can behave
like a CEO—managing globally, with a fimancial, tactical, and strategic vision.

When you buy a house, you hire an
engineer to make sure it 3 in sound
shape. Tou have every nook and cranny
explored and inspecred. After all, a
crack in the pipes could lead toa flosd
in the kitchen, which would damage
the flooring, which ... well, you get the
pecture. A company's management sup-
port, or administrative services are
nor less interdependent. Yer when i
comes (o outsourcing these crivical
funcoions this interdependency is too
often ignored—with the porential
for similar problems.

Why does this happen?

Unformunately, management suppart
services i often a corporate “black hole”
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an alamming rate. Worse yet, because
these funcrions are not frequenthy undes-
stood, it is a job that is too often tagged
onLe someonde’s primary responsibili-
ties—as in Direcror of Finance and
Adminisrranve Senvices. Staying on top
of management support services quickly
becomes such an all-consuming task
that this direerar of finance, or who-
ever else may have been given the job,
deviotes less and less of his or her time
to their primary repossibilities or spends
litele time on these support functions
because of a lack of understanding. And,
the bower the level of the poor soul sad-
dled with the funcrion, the mone time
it tends to monopolize.

The person’s tepical day becomes
flooded with urgent pleas via phone,
e-mail. and memoranda.

“We're short o people fm the mai-
room.”

"My bass's Wall Sereer Jonenal &5 not
gerring o her by 8:30 AM."

“We're numning out of file space.”

by Donna P. O'Neill

“I'm mot geming vy Mmessages comrectly.

*We need help gorring these propesals
cofried, bosmd, andd out romight, "

*Honw cam we handle additional work.
toad when the soffware i not companble
with our branch offices™™

Thisexecutive is spending more than
half of his ar her time responding to
these daily crises.

Mexr, an assistant is hired 1o help
with the daily onslaughe. When this
doesn't resolve the problem for long,
the knee-jerk reaction of many execr
utives is to ask ench administrative
department=—from the mailroom to
reprographics to the records center—
0 cutsource its operations. Adver all,
the extensive resources and manage-
ment skills available chrough the our-
sourcing firm should certainly reduce
the amount of inrernal executive time
devated to these areas. The outcome,
sadly, is often quite the opposite. Within
about 18 months, the executive is in
that same adminiserative black hole all
over again. Why! Because:

+ the mgerdeperencies of these furctions
remaned the meemal exeoidive’s prod-
lem o manage, and

managers achieve the company's true
Business objectives by focuting on their
coqe competencies. By definition, then,
these service functions have an inte-
grared goal. |t makes sense 1o manage
them through an organization for whom
hecir ManNEgeEment i5a COfe COmPeiency.

The alternative approach of out-
sourcing each administrative funcrion
o a specialisr in thar particular area
ceranly hos meriz After all, who knows
photocopying better than a company
that makes photocopiers? The prob-
lem with this approach, as illustrazed
carlicr, is that it ignores the very rea-
son for cutsourcing—which was ra
reduce the time devoted to managing
support services while creating a ber-
rer focus on core comperencics and
corporare goals. This is often lost in a
bureaucratic shuffle of providers, none
of whom have been given a large
enough scope to see and manage the
company’s averall values, objectives,
culture, and requirements. Indeed, it
is iromic that a company would spend
months analyzing, reenginesring, and
sireamlining its operations, yet not book

+ managing the number of
new outside relanonships
created has iself become a
very time-consuming job.

The Case for Integration

For a corporation 1o suc-

cessfully oursource its man-

ApEment support srvices, it

muse condider divesting itsell

of this “one function-one
vendor” mentality. Each man-
agement support function
exists for the sole purpose
of helping employees and
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The majority of outsourcing ven-
dars, especially those working in self-
contained areas such as mailrooms,
don't have the resources, experience,
and commitment to handle the enor-
mous complexities of integrating man-
agement suppore services for large cor-
porate clients. In the end, non-delivery
of added-on services i3 a common rea-
son for terminating an outsourcing
agresment.

A Formula for Success

An integrated approach to adminis-
trative services can be successful in a
srart-up environment as well as in

rmedium o large companies, Although
bassinesses of all sizes have seen bene-

firs, as a norm there will be a minimum
of 200-300 emplovees per location, and
a headoount of at least 15 to 20 employ-
ees performing the functions to be out-
a large enough human resource base
to allow for cross-rraining of funcrions,
and obtain maximum operational effi-
ciencies through inregrared manage-
ment. In general, the number of employ-
ers outsourced can range from 10 to
60 percent, depending upon which
funetions are deemed essential.
Within the first year, a company
undemaking integrated cutsourcing can
EeXpect to see an average savings of
10 1o 12 percent over what they had

been spending previously on man-
AZEMENT SUPPOIT services. Savings gens
erally continue 1o increase two o three
percent annually during the life of a
thiree- to fivesvear contract. Prafit shar-
ing and gain sharing, as well as many
other innovative approaches should
be considered.

According to The Cursourcing Inst-
tute, finance and administration
account for nine percent of all func-
tions that are outsourced. Although
no surveys have vet been completed,
it is estimarted that less than two per-
cent of LS. corporations are currently
using an integrated approach to out-
sourcing administrative services. How-
ever, over the next five years this per-

centage will rise deamarically.

Overall this may be a small per-
centage today, but it isa lucky few that
comprise it. These are the compa-
nies thar understand a basic tenet of
administrarive services outsourcing,
which is thar an outsourcing vendor
MUST FUN MANAZEMENT SUPPOIT SeTvices
in much rhe same way thar a CEQ or
COO runs a company. It's a busi-
niess, pure and simple.

Just as a leader plans with a glabal
perspective, o must an oulsourcing
vendor approach management support
services globally. A function-specific
tunnel-vision perspective to admin-
istrative services initially may seem

easier to implement and perhaps less
expensive. But, again, outsourcing mul-
tiple funcrions to multiple vendors for
the sake of gerting a high-tech edge
is @ poor strategy for a company that's
seeking to streamline its aperations
and fully divest itself from any fue-
ther administrative hassles.

Indeed, the beaury of an integrated
approach is thar a company can—as
the saying goes—have its cake and
eat it, too. An experienced manage-
ment support services provider with a
larpe financial and geographic network
can align itself with technology part-
ners that provide nonpartisan exper-
tise in specific funcrions such as repro-
graphics, mail, telecommunications,
software, hardware, etc. Likewise, the
provider many times can negotiate a
lower cost with each individual ven-
dor than could the individual company.
Thus, the company benefits from an
outsoureing armangement with one expe-
rienced vendor capable of integrating
affordable, state-of-the-art, function-
specific expertise across the board.

The Measure of Success

A successful outsourcing siuation will
leave a company smaller in size, yet
bigger in the sense of being strategi-
cally positioned 1o compere. The ones
that will succeed will have an inre-
grated support infrastructure in place,
“owned” by one fully dedicated man-
ager with responsibility for the cut-
sourcing contract. And it will possess
the human resources, the processes and
procedures, and the rechnology 1o keep
the corporate gears oiled and run-
ning smoothly and operating com-
petitively,

What comes to mind is the story
of the six blind men who try to leam
what an elephant looks like by each
examining only one part. The man
who felt the sk said an elephant looks
like a spear, the cne who felt the runk
said it looks like a snake, and so on.
Ta understand the whole trurh, the
men had to put together all the parts.

The lesson, of course, is that a frag-
mented approach to something as vast
as @ corporation’s support infrasoruc-
ture is a sure way to lose sight of the
corporation as a whole, 04
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to fundamernally restructure its man-
apernent support services. They nesd
ta become an integrated, cohesive “basi-
ness supporting the business,” Why oy
to reach a globally orienced poal wing
a distnctly piecemeal process?

The key is in viewing management
support services as a cohesive infra-
structure that suppoets the componstion—
niot anly vertically within departments,
but horizontally across departments. If,
instead, one dismantles the ties that
hold the mirastructure together, the
overall crganization is weakened. Inte-
grate the infrascructure and you
strengthen the corporation.

An Integrated Solution
Requires an Integrated Approach
The way the actual outsourcing process
is handled i just as critical. In arder
to ensure that integrated administra-
tive functions are cutsourced succes-
fully, a cohesive, mutually beneficial
srategic alliance must be escablished.
To facilitate the transition process, it
is critical for the outsourcing vendor
to engage in a dual process of objec-
tive analysis and face-to-face meetings
with management and employees.
Thiese meering: peovide oppomunities
for the vendor 1o understand the cul-
ture, valwes and strategic directions.
In addition to thess processes it is vital
for the vendor to understand the inde-
pendent reeds requined of each depars-
ment to support the corporation.
The vensdor st map how gach func-
tiom warks, how processes interace with
one another, and how they all fit inco
a larger grand scheme. Likewise, the
wendor must fullly understand the expec-
rations of the corporarion’s “incellec-
wial knowledge carriers,” thar is, the
emplovees ar all levels and wirhin all
depariments who may, or may not, be
affecred by the outsouscing decizsion.
Essenuially, the vendor is building a
small busines and mst decide how
best 1o provide a service, how it will be
marged, and how much i will ecst.
Oenly after all this information has
been dipesred and the vendor has pro-
vided a snapsbwit of the current situa-
Hon, can e company proceed to imple-
ment an integrated outsourcing plan.
which must be accomplished without

any downtime. It 15 during thes tran-
sition phase that the vendor begins
building baselines {if none exist) that
measure the scope of each funcrion.

Baselines are viral, because they
enable the vendor w evaluare admin-
isrrative functions duning the trans.
tion and implementition agxinet bench-
marked inchastry standards, a5 well as
against the customized standards for
that particular corporation, Without
baselines it would be impossible o suc-
cessfully oursource these funcoions in
a global manner, o create econcmies
of scale, to measure results, and to
increase service levels.

During transitian/implementation,
the vendor must track such informa.
tior as the level of employee satisfac-
tion with the copy center, how long
it tokes each typist to prepare a cenain
document, how many e-mails are sent

within the company, how much infor-
mation is transmitted through che
fax file server, and how call response
is managed and measured. Baseline
dara 15 caprured on the vendor's data-
base management syseem. which allows
examination of all functions as a whaole.
This is one of the mest important
kevs o successfully integrating and out-
SOUICING MANAZeTEnT SUPPOTT SErvices,
because now the outscurce vendor can
focus on the operarional conrral of the
corporation’s entire intesconnected ser
of adminstrative pears. The baseline
is the big picture. And it i only a this
point that the vendor can show the
client exactly how well outsourcing
is working.
The Results of an Integrated

Approach

Resulis from an integrazed approach
1o the cutsoureing of manamement sp-
part have been impressive. One com-
pany found that within six o nine
months and without any reduction
in service, they had nchieved: o 20 per-
cent eost savingss a |2 percent increde
in employes satisfaction; negotiated
a better fee with an advermising agensy;
freed up 30 percen of the finance direc-
vor's timie; eliminared one subcontmacior,
and recovered more than $40,000 owed
them for non-delivery of overnight
mail. The ner savings over the first
14 months was 16 percent.

It's mot that “one function” out-
sourcing can't woek: it has been proven
o wark in certain aneas, such as pay-
roll and information systems. The
undetlying reason that managed ser-
vices vemdors don'y abways live up
expeciations is tat they're often asked,
whether stated or implisd, to do what
they're not capable of doing, that is,
manage other services, particularly
administrative ones that are cutide
their miche. Corporations unwittingly
set them wp 1o fail

I corporations, as in life, people say
they wanr one ching but really need
something else, or somerhing more.
The vendor must be able o dig beneath
the stared requirements in order o
urecover what evervone in the compe-
rarion needs adminisrranively, from the
senior executives to the receptioniss.
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