Managing People and Organisations
Human Resources Service Delivery
Case Study: Shared Services – Help or Hindrance?
Please take some time to read through the two People Management (PM) articles which appear below.  The first of these articles highlights an ineffective attempt to implement a shared services model at the UK’s seven research councils and the second article argues that shared service models must not be seen as a ‘panacea’ for cost saving.  Once you have read through the material please answer the three questions which appear at the end.

Article one: Shared services at research councils ‘flawed’
The implementation of a shared services model at the UK’s seven research councils has been heavily criticised by the National Audit Office (NAO) after it ran severely overdue and over budget.
A shared service centre designed to make savings through the sharing of HR, finance and procurement services across the organisations cost £51 million more than envisaged and was delivered 15 months late.
In a report published today, the NAO described the original business case as ‘flawed’, and blamed the ‘complex governance arrangements, slow decision-making and the lack of a clear vision for the project’ for the overrun.
The programme was due to be completed by December 2009 at a cost of £79 million, but finished its development phase in March 2011 with a price tag of £130 million.
The NAO added that the research councils – who are responsible for allocating £3 billion in funds each year – have not been monitoring the benefits of shared services effectively, in order to calculate the savings made.
The Department for Business, Innovation and Skills (BIS) – the government sponsor – was also slammed by the report for its lack of intervention in the ailing project.

‘This is yet another example of a project embarked upon without the necessary planning,’ said Amyas Morse, head of the NAO. ‘Once it did start to go wrong, proper governance or intervention from the department should have rectified the problems, but this did not happen until a great deal of taxpayers’ money had been spent.
‘The department, the research councils and the shared service centre now need to get performance up to where it needs to be. Any plans for expanding the range of clients served by the centre must be based on a thorough and realistic assessment of value for money.’
Responding to the report, Research Councils UK (RCUK) – the body representing all seven organisations – said that ‘lessons had been learnt’ and that the NAO had recognised that the shared service centre still offered ‘significant scope for further savings’.
‘This has been an unprecedented project in bringing together the processes of seven distinct organisations and lessons have been learnt throughout it,’ said RCUK. ‘The project has taken longer and cost more than anticipated, due to the complexities of ensuring that the system could fulfil the needs of all seven research councils.’
RCUK added that ‘issues are being resolved’, and that the NAO backed its approach to enhance the speed with which the shared services model could mature and save money across the back-office functions of the organisations.
RCUK told PM that the projected savings in procurement alone would be £28 million in 2011/12. It also anticipated that initial investment in the project would be still be paid off in the allotted time of six years and 11 months – rather than taking an extra two years as the NAO had feared.
A spokesperson for BIS added: ‘There were problems with the management of the project particularly in the period leading up to late 2009. These now are being resolved and the shared service centre is now on track to deliver savings which will maximise the money available for investing back into science and research.’
Source: Stevens, M. (2011) Shared Services at Research Councils ‘Flawed’.  People Management.  21 October 2011.  London: CIPD.

Article two: Shared services ‘not a panacea’ for cost-savings
Shared services are a valuable tool for making public-sector savings but they ‘are not the panacea’ to budget cuts, delegates at the CIPD’s annual conference were told.
‘The public sector faces challenges ahead at a policy and strategy level,’ said Dean Shoesmith, joint executive head of HR at the London boroughs of Merton and Sutton – the first shared HR service among the capital’s local authorities.
‘Shared services have been heralded as a panacea to solve the [public sector spending] problem,’ continued Shoesmith. ‘It is one option but there are many others. £81 billion is a lot of money to lose out of public services over the next four years, but the cuts can be delivered in a variety of different ways.’
Shoesmith, originally head of HR at Sutton council, oversaw the shared service transformation with the neighbouring borough, after the departure of the eighth head of HR at Merton council in 10 years had ‘left the department struggling’.
The move, which was completed in February this year, has saved the two local authorities over £500,000.
Shoesmith, who is also president of the Public Sector People Managers’ Association, encouraged his public-sector colleagues to consider the model but acknowledged that ‘an element of luck’, as well as a ‘mirror-imaging’ of terms and conditions, had made the challenging transformation at the two councils possible.
Shoesmith told delegates that ‘outlining the business case for shared services is crucial’ to ensure it does not outweigh any potential savings, including factoring in the cost of legal advice, possible redundancies and TUPE protection.
He added that the step to shared services ‘required risk taking and fortitude’ to overcome ‘the cultural boundaries and political problems’.
‘For the average HR person this is very new territory,’ he added. ‘You need good management processes and leadership with a clear vision to make it happen – you can’t have one without the other.’
Shoesmith explained that his two councils had settled on a model with Sutton as the lead organisation in the shared services initiative, but had examined other models including outsourcing and ‘insourcing’ services from other public-sector organisations.
Setting up a joint venture company or expanding joint procurement arrangements – which the councils had already adopted to exploit economies of scale – were also initially discounted.
Shoesmith added that Audit Commission statistics showed shared services only accounted for 2 per cent of human resource management in the public sector. ‘The law is not facilitative, so shared services are not easy to do,’ he said. ‘There needs to be a framework from government that enables this to happen.’
Source: Stevens, M. (2010) Shared Services ‘Not A Panacea’ for Cost Savings.  People Management.  9 November 2010.  London: CIPD.

Questions

1.
Please think critically about the introduction of the shared services model at the UK’s seven research councils.  Do you believe that improved project planning would have led to a more effective final solution?

2.
Dean Shoesmith states that it is vital to outline the business case for shared services.  What benefits and costs might HR professionals need to consider when compiling such a document?

3.
Please discuss whether the shared services model is appropriate for the UK’s seven research councils.  Should other courses of action have been considered?
Feedback

1.
Please think critically about the introduction of the shared services model at the UK’s seven research councils.  Do you believe that improved project planning would have led to a more effective final solution?
Students should have highlighted that many of the problems experienced by the UK’s research councils could have been solved by more effective project planning.  It can certainly be suggested that these organisations saw the shared services model as a ‘quick fix’ or an easy way to save money.  As Dean Shoesmith states in the second article HR professionals must be aware that this is not the case.  Students should have highlighted that organisations must develop a clear rationale for the introduction of a shared services model and they may well have highlighted that the use of shared service centres is often associated with a move to devolve HR activities to individual managers.

Irrespective of the reasons for the introduction of a shared services model students should have highlighted that without a clear project plan it will be difficult to implement these sorts of changes.  In the first article it can be seen that the shared services project ran significantly over time and budget and it is said that the government sponsor (BIS) did not have enough input into the project.  Students may well have pointed out that the decision to move to a shared services model can have wide-reaching implications for organisations and that without effective project planning changes are unlikely to be implemented successfully.

2.
Dean Shoesmith states that it is vital to outline the business case for shared services.  What benefits and costs might HR professionals need to consider when compiling such a document?
Students may well have begun their answer to this question by stating that HR professionals will need to highlight slightly different points in their business cases depending on the context and goals of their organisations.  This being said Reilly (2000) indicates that there are a number of benefits of shared services approaches.  These include:
· lower operating costs and greater departmental efficiency

· improved quality of service

· increased customer satisfaction

· the presence of a single point of contact for HR issues

· integrated ‘total solution’ approach

· more consistent management information

· economies of scale; and

· more time to focus on strategic issues.
These are significant benefits of shared service centres that HR professionals may well want to highlight in their business cases.  Alongside these benefits it is important to recognise that there are costs associated with the transition to a shared services model.  These include:
· Direct costs of redundancy, TUPE processes and other associated legal advice.
· The need to run operational systems in parallel for a period of time (eg two databases or employee information systems).
· Potential damage to employee morale and the culture of the organisation(s).
· The need to introduce new technological systems.
· Costs associated with moving office locations or moving staff to a single location; and

· Lost productivity while managers and HR professionals adjust to the new working arrangements.
3.
Please discuss whether the shared services model is appropriate for the UK’s seven research councils.  Should other courses of action have been considered?
It is very important to understand that the shared services model is potentially appropriate for the UK’s seven research councils.  As stated in the chapter CIPD research has identified that shared services are a phenomenon of large rather than small organisations and they can produce significant economies of scale.  Within article one it can be seen that alongside HR the UK’s research councils have also adopted the shared services model within their finance and procurement teams.  Towards the end of the article it can be seen that the organisations were expecting significant savings in 2011/12 (£28 million) and this reinforces the view that the shared services approach is likely to be appropriate.  Despite making this point it is known that the research councils failed to implement the necessary changes successfully and this led to the whole project running over time and budget.

During their answer to this question students may have highlighted that the research councils may have also considered outsourcing HR services either in full or in part to a specialist organisation.  Although this approach might save the organisations money they may also lose control of some (or all) aspects of service provision.  Senior managers would need to weigh the benefits and costs of this sort of strategy and arrive at a considered decision which is consistent with the strategy and goals of the organisations.  Alongside outsourcing students may have also suggested that the organisations may have considered Ulrich’s business partner model for the delivery of HR services.  The case study does not say whether this is something that was considered or not and it may be that the shared services solution was modelled on the business partner approach with individual HR business partners being backed up by centres of excellence and administration teams.
