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Leveraging Partnerships to Realise the Optimum Outsource Transformation.

By lan Brumwell & Brendan Cahill

Recent developments have seen KPMG join HP Enterprise Services Agility Alliance. Together, KPMG’s ‘advisory’ capabilities and HP’s technology
experience will help clients achieve increased business value and transform their organizations by streamlining processes, accelerating returns
on technology investments, improving compliance processes, increasing cost-efficiencies, and managing risk more effectively. HP will combine
key KPMG capabilities into its HP Enterprise Services portfolio, including business process optimisation, service model simulation and industry
specific offerings to help clients understand and capitalise on the key drivers of business performance, and meet the requirements of a changing

regulatory environment.

Analysts have commented that this is potentially an important partnership for HP Enterprise Services in assisting the organisation to add value

and differentiate its services in both IT Services and Business Process Outsourcing.

Similar opportunities undoubtedly exist for such collaboration across the outsource industry. Outsourcers are operating in a market where
customers are invariably demanding more for less. The cost of failure and risk to reputation is greater than ever as dissatisfied customers face

fewer barriers to changing service providers either during or at the end of their contracts.
Outsourcers typically employ a three stage model when working with their clients;

1. Consult
2. Design, and Build

3. Operate, Maintain and Optimise

There is increasing recognition that forming strategic partnerships with specialist consulting capability could deliver improved customer

satisfaction, margin delivery and of course revenue growth.

In the ‘Consult’ phase, failure to truly understand the client’s current operating environment and to identify and quantify genuine business
transformation opportunities could result in a deal being lost on price or being won on price based on flawed operational assumptions. Most
long term contracts include year on year performance improvement targets, so it is critical that the operating environment is clearly understood,
the barriers to performance are identified and the potential for improvement is quantified during the ‘Consult’ phase. This process supports the
development of a robust risk management plan and innovative risk sharing approaches and is also more likely to highlight other value add and

‘up sell’ opportunities.
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Successful BPO programmes leverage a robust and proven approach to designing and building the new operating environment around the end to
end processes to be outsourced. A weak approach at this phase will cause significant process, system, people and third party provider
disconnects that result in ‘embedded’ inefficiencies across and within process steps and services. The resulting sub-optimal processes then
require unplanned investment and demand significant levels of management oversight to overcome resulting customer dissatisfaction when the
focus should have been on unlocking additional revenue / margin delivery opportunities through innovation. To gain profitable market share in
the current market, outsourcers will need to deliver superior service at reduced cost; they will also need to support their client’s continuous
improvement programmes which are increasingly centred on Net Promoter Scores, CSAT and selling through service. Labour arbitrage will
partially meet the cost challenges; however, successful process re-design and behaviour change are the key drivers behind releasing the real

value.

Smooth, timely and efficient transitions are impossible without a ‘fit for purpose’ solution design. Where FMOs (Final Mode of Operation) have
not been delivered on time or are not fit for purpose, an effective (active) first and second line management community can offset low agent
productivity caused by weak processes and systems. This is a simple risk mitigation that is often overlooked. While it does require an investment
in training and coaching of the front line management community who have the greatest impact on agent productivity, this investment will yield a
high return on investment. The frontline management development should be focused on three components — the role of a first / second line
manager, the performance management tools and behaviours required to develop a high performing team. Well defined processes and systems

cannot be effectively leveraged without a proactive management community with clear ownership and accountability.

Evidence indicates an under engaged frontline management community will result in agent productivity levels of up to 30% below what is
reasonably possible. In spite of this, proactive investment in management development by Outsourcers is rare. Instead an over reliance is placed
on technology and process transformation to leverage value which while clearly value adding, results in a substantial amount of ‘quick win’ and
mitigation improvement being ignored. A successful transformation results from a combined focus on systems, structures, process and last but
not least behaviours and in particular the behaviours of the frontline managers. Ultimately it is the frontline managers, appropriately equipped

and engaged, that will deliver sustained operational improvement.

In too many outsourcing contracts the importance of a collaborative approach to demand forecasting is repeatedly underestimated; the
consequence is cost ineffective delivery of service levels. The lack of collaborative forecasting (between client and outsourcer) is caused by the
following combination of factors, namely ill defined management processes, inadequate models based on untested operational assumptions,
unclear accountabilities and responsibilities, and weak leadership. A final contributor is that the cost of forecast error is rarely quantified by either

party in the relationship

Optimisation of long term outsourcing contracts is virtually impossible to achieve where effective operating environments are not delivered right
first time. The capability exists to simulate the service delivery model for every contract. End to end service model and process simulation before
and during transformation can highlight deal assumption weaknesses or opportunities while forming the basis to generate an executable risk

mitigation and transformation benefit realisation plan.
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The absence of proven end to end business process improvement expertise, the ability to develop an active first and second line management
community and the lack of domain knowledge are often major contributors. In these cases rarely does ‘Business Process Transformation’ occur as

a result of an outsourcing contract with little of the potential value realised for the client and provider.

The value of specialist capability (either in-house or outside) at key points during the contract lifecycle should be considered a core component in

all outsourcing contracts. Failure on large contracts can cost millions in penalties and irreparable damage to reputations.
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