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Shared Service Centre -
Status, Benefits and Trends

for European FS Institutions

Key Facts

Shared Service Centres (SSC) are
commonly accepted in the financial
services (FS) industry with almost 50 %
of centres being established for more
than three years.

The vast majority of SSC realised signifi-
cant cost savings of more than 30 %
within a three years payback period.

Innovative forms of shared services are
emerging like “Centres of Expertise”
centralising expert know-how for
group-wide availability.

Leading global FS institutions were able
to achieve 70+ % sustainable cost sav-
ings with a 12-months payback period
when deploying to low-cost countries -
even for complex, high-value add fi-
nance/controlling processes, as long

as the offshore transition and ongoing
business-as-usual operations are tightly
managed.

Soft factors such as education and
available qualified personnel with
sound language skills are key criteria
for choosing the optimal location.

Eastern Europe is emerging as the
major SSC location for European FS
institutions, Asia for global FS players.

The FS industry is lagging behind in
setting up Shared Services for finance
processes like financial accounting,
controlling and financial analysis.

Cultural differences and availability
of qualified personnel are the most
difficult challenges to overcome when
implementing Shared Services.
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Focus and framework of the study

The financial services (FS) industry is
currently experiencing dramatic changes
triggered by external and internal drivers.
Traditional and commonly accepted
business models of banks are being chal-

lenged to the extreme. Significant restruc-

turing programs have been established
for various financial institutes to improve
efficiency and operational excellence. One
established element of these initatives is
the establishment of SSCs.

Shared Service Centres (SSC) can be de-
scribed as organisational units executing
support processes for internal customers
across several business units. But Shared
Services are more than just the centralisa-
tion or consolidation of similar activities
in a single location. By centralising activ-
ities, the advanced use of information
technology enables geographical inde-
pendence and the ability for parallel pro-
cessing. This facilitates better collabora-
tion with core business units, allowing for
economies of scale, synergy realisations
and improved quality of services.

In surveys and interviews BearingPoint
asked 138 decision makers of banking
and insurance companies across Europe
to share their experience with the launch
and the operation of SSCs.

Organisational Aspects of Shared Services

The survey results illustrate that SSC

is commonly accepted throughout the
FS industry. Nearly 50 % of the centres
were established more than three years
ago, most of them as managerial and
independent units. Cross business or
cross functional centres are not yet very
common.

So far the companies concentrated on
support processes (e.g. information
technology, human resources, real
estate). The majority of firms have not
yet taken or recognized the opportunity
to extend the focus of Shared Services
to further value-added services in areas
such as finance, risk and core banking
processes.

SSCin the FS industry are mainly domes-
tic or near-shore entities and have primar-
ily country or regional scope. Eastern
Europe and Asia are emerging as major
SSC locations for FS com-panies.

Main findings and improvement areas:

* More innovative forms of SSCs like
“Centres of Expertise” centralising
expert know-how for group-wide
availability are emerging.

» Compared to other industries, FS
companies are lagging behind in
setting-up SSC for finance processes
like financial accounting, controlling
and financial analysis.

» Core business processes like payment
services, billing, collection and
disbursement, recovery, and security
transactions have a high potential for
being set up as SSC.

 Soft factors such as education and
availability of qualified personnel
including language skill availability are
key factors for selecting a SSC location
followed by security and privacy of data
and intellectual property.
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Business Benefits and Challenges of
Shared Services

The study illustrates that the use of SSC
provides a significant opportunity for the
financial services industry to reduce its
cost base and increase its overall profit-
ability. A vast majority of SSC realised
more than 30 % cost savings. Due to econ-
omies of scale and greater organizational
and financial ability to invest in techno-
logies (e.g. to automate and streamline
processes) large FS companies achieve
higher cost savings than smaller institu-
tions. The study participants ranked finan-
cial benefits in the back office processes
the highest. However, also for market
and client-facing processes like customer
care the usage of SSC can reduce cost and
improve quality and expertise. Invest-
ments into SSC are paying back short- and
midterm. Most companies expected to
break even within three to five years,

but study results indicate that many SSC
amortized within 12 months due to high
wage arbitrage.

In addition to the financial benefits, al-
most all SSCs improved standardisation
of processes and methods, led to lower
transaction cost and extended time avail-
ability for higher value activities. Process
excellence improvements were always
supported by improved IT infrastructure
(straight-through-processing) and actively
managed service level agreements.

Main findings and improvement areas:

» The study reveals that decision makers
who have already implemented an
SSC for FS processes rated the benefits
higher than respondents of companies
that have not yet implemented it.

e Further cost and service quality optimi-
sation in SSC can be achieved through
continuous improvement programs,
integrated ERP/IT platforms and end-
to-end process reengineering.

» For the implementation of SSC a “top-
down approach” is key to success. Al-
most all FS institutions that have cho-
sen this approach achieved significant
cost savings and were more successful
than companies where the use of SSC
is optional.
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» To operate SSC successfully it is essen-
tial to carry out change management
activities to overcome cultural differ-
ences even after the roll-out phase.
Furthermore, a positive working
environment attracting talented
professionals and provision of training
are further aspects to be considered to
overcome these challenges.

Summary and Outlook

» As location decisions result in consid-
erable investments, it will not be
possible to realise constant cost
savings through repeated SSC relo-
cations.

» Cost saving based on labour cost
arbitrage resulting from lower salaries
in near-shore or off-shore locations will
become more difficult.

 Limitations will be infrastructure,
language skills and availability of quali-
fied resources and data and intellectual
security and privacy.

» Therefore it will be increasingly impor-
tant to realise further optimisation
potential in process standardisation.

» Organisational models like SSC have
been accepted in the financial services
industry and will be widely adopted in
the future as it allows for significant
cost savings and enhanced process
quality in FS core and support pro-
cesses.

Our contact

If you are interested in more findings
from the BearingPoint SSC study, please
do not hesitate to contact us. We would
be pleased to present you the study
results and SSC content during a personal
meeting.
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Helping our clients get
sustainable, measurable results

BearingPoint is an independent management
and technology consultancy. Owned and
operated by its Partners throughout Europe,
BearingPoint provides its clients with the best
possible value in terms of tangible, measurable
results by leveraging business and technology
expertise. The company currently employs

3.250 people in 14 European countries and serves
commercial, financial and public services clients.
BearingPoint offers its clients a seamless cross-
border approach, strong focus on results, an
entrepreneurial culture, profound industry and
functional knowledge, as well as solutions cus-
tomised to clients’ specific needs. The firm ranks
high in client satisfaction, has long-standing
relationships with reputable organisations and

is seen as a trusted adviser. BearingPoint has
European roots, but operates with a global reach.

For more information, please visit:
www.bearingpointconsulting.com
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