Why is Shared Services a Value Added Business Model?

Shared services is a proven business model for reducing administrative support costs.  

Companies consider shared services a viable strategy for gaining a competitive edge in the market. Increasingly Government agencies are implementing shared services to reduce operating cost and to free up resources (dollars and people) that are redirected to mission. 


The benefits of a shared services business model are more than financial.  
Done right:  

Shared services = improved service.  
Shared Services = leveraged buying.  

Shared services = increased competition.  
Shared Services = process improvements.   
Shared services = standardization.  
Shared services = more and better use of technology.  
What distinguishes the shared services business model from other models for delivering support services?  Well, the obvious is standardization and consolidation.  Standardization and consolidation gives an organization greater control over quality and productivity because processes are stable and the timeliness, quality and cost of outputs are predictable.  Other support personnel throughout the organization are freed to focus on delivering highly specialized services and being an advisor and consultant to management.  Customization and variation run contrary to the shared services model because they drive up operating costs, lower productivity and increase errors.  
But shared services is more than just centralization or standardization.  
A mechanism for charging customers for services is an important component of the shared services business model.  Absent a charge back mechanism the service provider and customers lose both visibility into the true cost of support services and a valuable tool for driving process improvements that further reduce cost.  A chargeback mechanism encourages customers to adopt behavior and new technology that increases efficiency thereby reducing cost and reducing rework.  Not surprisingly, customers who are billed for services put pressure on the shared service center to find solutions that reduce cost.    

A shared services center cannot operate efficiently without an institutionalized process improvement methodology.  Lean Service, Lean Six and Six Sigma are common business process reengineering frameworks.  Employee suggestions and insights are valuable but a formal approach to process improvements consistently results in the type of breakthrough changes that propel an organization forward over the long haul.  The hard part is finding the framework that best fits the organization and then embedding it.  

A focus on cost distinguishes the shared services model from other models for delivering support services.    A chargeback model that bills for each transaction or unit of output requires the management of processes at the micro level and all this entails.  The chargeback mechanism includes service level agreements that document the customer’s expectation of the timeliness, accuracy and cost for each service.  The shared services model requires the costing of each transaction or service.   The shared services center must have business intelligence at a level of detail that shows what is happening at the process and sub-process level.  The chargeback system forces an understanding of the cost drivers for each service and an aggressive strategy for containing and reducing cost.  
A business like approach to customer service is common in the shared services model.  Beyond slogans and clichés this means a structured approach to managing customer interactions.  Questions like “How do customers interact with us?”, “What is the frequency and type of inquiries” “How timely are we in handling customer calls?” and “How do customers perceive our service?” are asked and answered with data not antidotes.   Shared service centers are constantly assessing the quality of service but understand that good service must be delivered at a reasonable cost.  Service and cost are balanced with service level indicators with the customer holding the shared services center accountable for both performance and cost.  
Shared Services done right is a value added business model.
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