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• Minimal and 
infrequent

• Restricted to 
financial reviews 
and capital 
allocations

• Limited, often 
quarterly

• Focused on 
strategic and 
financial review and 
guidelines

• Frequent
• Focused on 

operating 
performance

• Intensive and 
frequent

• Focused on 
functional and SBU 
interaction

Degree Of Corporate 

Intervention In 

Businesses

• Tax, Treasury, 
Legal and Investor 
Relations at 
corporate level

• All other at 
operating entity 
level

• Support functions in 
offshored Shared 
Services, 
Outsourcing 

• Strategic, Legal and 
Corporate Finance 
functions, HR Policy 
& Strategy at 
corporate level

• All other at BU level 
• Shared services 

may be appropriate

• All operations at 
corporate level and 
operating entity 
level

• Key operating 

functions at 

corporate level

Placement Of Staff

• Minimal • Medium/small • Large • LargeSize Of Corporate 

Staff

• Large • Medium/small • Small/Medium • MinimalSize Of Business 

Unit Mgmt. Staff

Intervention from Corporate and Placement of Staff

Functional 

Organization

Holding 

Company
Operational 

Headquarter

Strategic 

Headquarter
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Core Processes

Support Processes

IT

Finance & Accounting

HR

Research & Development

Procure-

ment

Inbound 

Logistics

Opera-

tions

Outbound

Logistics

Sales &

Marketing

Strategic Management

Other Administrative Processes

BPO now means Outsourcing of Support Processes, SSC can be considered as 

“internal Outsourcing” 

Why Offshoring

Supplier Customer
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Other Admin

F&A

HR

R&D

Proc. Inbound-

Logistics

Opera-

tions

Outbound-

Logistics

Strategic Management

IT

Proc.

Trans.
Cust.

Supp.

Sales

&

Mark.

Internal Processes

Outsourcing-Processes

5

Supplier Customer

The complete Outsourcing Model (Theory)

 A Vision to become Reality soon

Why Offshoring

BPO

ITO
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BU

Transactional

Activities

Offshored/

Outsourced

Decision Support

Div/

BU

Corporate

Divisions/

Business Units

Corporate

Transactional Activities

Corporate 

Strategic

Corporate Leadership

• Oversees the critical business decisions that drive the company -
decisions encompass strategy, capital and people issues

• Driven by the Senior Leadership Team 

• Provides governance, policy, direction and 
standards 

Decision Support/Centers of Expertise

• Provides key functional expertise to the company as a whole

• Provides an emphasis on partnering with the Business Units to add 
value to the company 

• Whether to include a function within the Corporate Center or 
Div/BUs depends on strategic direction and degree of interaction 
with Business Units

Transactional Activities

• Manages the shared services and/or outsourced activities 
for ‗non-core‘ functions across the enterprise

• Operates as a centrally managed center; may be regionally 
deployed and partially outsourced

• High degree of offshoring

BPO and Shared Services – Assessment Approach to identify

Opportunities

Typical Shared Service Functions

6
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HR Processes SSC

HR Policy Guidelines 5 %

Compensation Policy 5 %

Workforce Planning 10 %

Workforce Intelligence 5 %

Employee Relations Policy 5 %

Labor Relations 10 %

HR Reporting 25 %

Performance Management 20 %

Recruiting 30 %

Compensation Admin 85 %

Workforce Development 80 %

Payroll Administration 95 %

Staffing 90 %

Workforce Administration 90 %

Employee Data Management 95 %

Transactional

Activities

Decision Support

Transactional Activities

Corporate 

Strategic

SSC/ BPO potential of HR processes
Example

Why Offshoring
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Stakeholder 
Perspective

• Business Criticality

• Complexity of Process

• Level of Expertise Required

Shared Services Prioritization and Decision Matrix

High

High

Low 

Low
Internal Screening Criteria 

Stakeholder 
Perspective 

Attractiveness

SSC/ BPO 
Candidates

Process

H

Process

E

Process

I

Process F

Process

L

Process

B 

Baseline 
Costs

Process A

• Shared Service Potential

• Current Quality of Service

• Competitive Differentiator

Internal/Market 

Analysis

• External Market 

Availability/Maturity

• Budget vs. Benchmark Analysis

• Technology Readiness

• Functional and Process 

Readiness

• Ease of Implementation

1

2

Process C

Process D

Why Offshoring
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Why Offshoring

Stage of Development

I II III IVStages

This transition is not necessarily linear — and a given company‘s 

path will vary according to its individual situation

Decentralized/

Fragmented

Centralized/

In-house

Shared Services/

In-house Off-shore

• Lack of ―customer‖ 

focus

• Inefficient processes

• Inconsistent 

effectiveness 

(sporadic service 

performance)

• Varying service levels

• Dispersed, un-

managed costs

• Geographically 

scattered functions

• Generally efficient

• Existence of cost focused 

metrics

• Base level effectiveness 

– no distinction of 

customer 

types/requirements

• Standard/potentially 

inappropriate service 

levels

• No or blanket charge 

back mechanism – lack 

of customer transparency 

regarding value

• Efficient and effective 

functional performance

• High service levels based 

on mutual agreement

• Embedded accountability 

for performance

• Sophisticated, customer-

accepted charge back 

mechanism

• High efficiency/effectiveness

• Tremendous value from labor 

arbitrage

• Access to highly educated 

talent

Outsource

• Professional management 

retained in-house with strong 

vendor management 

capabilities

• Benchmarked quality/pricing

• Negotiated, measured service 

levels

• Freed resources and focus on 

core activities of organization

Support Functions typically move through various stages of development

9 © Offshoring Institute



Onshore 

Outsourcing

Captive SSC 

Onshore

Offshore 

Outsourcing

Captive 

Offshore SSC 

Domestic/

Onshore

Offshore

Captive

BPO

Captive vs. BPO / Onshore vs. Offshore

Why Offshoring

 Optimizing the back office 

can be done in many 

different ways

 Impact on the economy are 

mainly important  as soon 

as offshore components are 

integrated

 Often mixed models 

between the four quadrants 

can be found

10 © Offshoring Institute



Offshoring

= 

Moving of certain  

Business Activities to a 

different continent in 

order to leverage mainly 

lower labor costs, 

improve quality and to 

get access to crucial 

skills required

Example:

Rolls Royce

UK-based Corporation 

moves certain functions 

to India

Nearshoring

= 

Moving of certain  Business 

Activities to a different 

country on the same 

continent in order to 

leverage mainly lower labor 

costs, improve quality and 

to get access to crucial 

skills required

Example:

Whirlpool

US-based Corporation 

moves certain functions to 

Canada

Onshoring

= 

Moving of certain  Business 

Activities to a different 

location in the same country

in order to leverage mainly 

lower labor costs, improve 

quality and to get access to 

crucial skills required

Example:

FIAT

North Italian-based 

Corporation moves certain 

functions to South Italy (Bari)

Offshoring – Terminology and Examples

11
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Offshoring

Captive Solution

Business Process 

Outsourcing

Options to realize Offshore Solutions

= 

Establishing Shared Services in 

offshore location(s)

= 

Contracting with a BPO Provider 

to set up service center(s) in 

offshore location)s)

Strategic Alliance/

Joint Venture

= 

Partnering with another 

company and/or BPO Provider 

to set up service center(s) in 

offshore location(s)
12
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Offshoring Model Advantages Disadvantages

Captive  Largest cost savings

 Lowest risk to data and intellectual capital 

security

 Maintains culture and process expertise

 Longest time to achieve maturity and 

generate savings

 Highest investments and exit costs

Outsource  Leverages provider familiarity with offshore 
operations

 Influence of scale
 Low exit costs
 Optimizes expertise by function

 Providers lack scale to serve company‘s 
needs

 Complexity of managing multiple 
relationships

 Cultural differences

Strategic Alliance/ 

Joint Ventures

 Limited investment required
 Lower business risk due to partner‘s 

process experience
 Deep process migration expertise
 Easier to implement global, multi-country 

solution

 Lower operational control
 Partner may be unfamiliar with offshore 

marketplace
 More limited skill transfer
 Potential competitive issues
 There may be many other customers

Offshoring Models - Comparison

13
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GDP cumulated

CAGR

6 %

3 %

Global Exports are on a steady rise since more than two decades
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Level In  % of 

employees

Salary growth 

rates

Project Manager 3 % 6 %

Project Leader 5 % 7 %

Team Leader 8 % 15 %

Senior Software 

Engineer

34 % 12 %

Software Engineer 50 % 11 %

Salaries are increasing drastically in Offshoring hotspots 

Source: Everest Institute

 Salary growth rates are 

significant in particular for 

experienced staff

 High salary growth rates 

lead to attrition issues

 How sustainable are 

these sharp increases ?

Salary growth rates  in an Application Development Center, 

India (Example)

Average 11.5%

Why Offshoring
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9,4 %

3,4 %

4,2 %

1,8 %

Average 

wage 

increase

India

Average 

wage 

increase 

UK

Rupee 

Devaluation

Nominal 

reduction of 

Labor 

Arbitrage

 Sustainability of labor cost 

advantages might be better 

than often thought 

 Currency devaluation 

effects of most low labor 

cost countries are slowing 

down the nominal wage 

increase in these locations

 Even though some 

Nearshoring/Offshoring hot 

spots in Asia or Eastern 

Europe are currently 

experiencing wage 

increases in almost two 

digits the net effect is 

usually below 2%
Source: Everest Institute

16

The Global Allocation of Work – Sustainability of Cost Advantages
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Factor

 While programmers in India earn as 

much as 14,4 times of the Gross 

Domestic Product (GDP) in India 

programmers in Germany earn only 

1,8 times of the GDP in Germany

 The wage increase in above average 

locations will be slowed

o Economic disparities

o Shortage of talent

o Reduced growth rates due to 

lower quality of mass education

Economic disparities within low cost countries are slowing 

down the wage increases 

Source: Everest Institute
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Source: Everest Institute
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0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

Financial

Accountants

Engineers Analysts Life Science

Researchers

Generalists Average

Lack of suitability for 

international business 

because of various reasons

• Language 

• Cultural background and 

adaptability

• Quality of education

• Lack of personal skills (e.g. 

teamwork, leadership)

• Missing focus on 

international requirements 

(accounting standards, 

laws and regulations, etc.)

Only few of the highly 

educated work force are 

willing to work in shifts

Only few of the college graduates in low cost countries are 

qualified enough to support international business operations

Source: McKinsey Global Institute

Qualified graduates for international business in %

19
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Why Offshoring

20

The Offshoring Institute Database provides a 

comprehensive set of location data

 www.offshoring-institute.org

 Biggest location database of 

its kind

 Development project started 

in 2006

 Currently more than 100 

metropolitan areas around 

the globe

 More than 13.000 criteria, 

updated on a yearly basis

 Open access ends on Dec 

31, 2009

 From Jan 2010 only 

customized location studies

© Offshoring Institute
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Net Cost-Benefit Savings Realized

Factor Cost
Improvement

Consoli-
dation
Impact

Productivity
Impact

OthersTelecom,
Other Infra-

structure

TravelResource
Mix

Net
Improve-

ment

45 – 50%

8 – 10%

8 – 10%

5%

(~5%)

(8 – 10%)

(12 –

15%)

41 – 45%

Offshoring – Benefits Case

Why Offshoring
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Opportunity for Cost Reduction

Baseline Costs Consolidation/
Standardization /
Reengineering

Outsourcing/ Offshoring of Selected 
Processes

20% – 40% 

Savings 40% – 60% 

Savings

Example

While a comprehensive HR Transformation can reduce costs by up to 60% often half of the 

savings is contributed through Offshoring and Outsourcing of selected HR processes

22
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BPO

Potential Savings Components through Shared Services and Outsourcing Activities

Offshoring

Dependent on the selected processes and their magnitude savings from Offshoring and BPO range 

between 20 – 40% with headcount reduction and labor rates often being the biggest contributors

Internal
Baseline

Headcount
Reduction

Labor Rates Process
Efficiency

Technology
Advantage

Scale
Efficiency

BPO Margin New
Baseline

23
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A reliable business case should consider best case and worst case options. 

Extra costs by moving to a SSC/BPO environment need to be accounted for

Net savings
minimum:
15% Net savings

maximum:
30%

Consolidation Reengineering Labour 
Arbitrage

Coordination/

Travel/ Expats/ 

Quality Mngt.

As Is To Be

75

%

100

%

Cost

Minimum savings

Added  amount to maximum savings

(best case)

50

%

24 © Offshoring Institute
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Why Offshoring

Determining the investments required is key to develop a proper business case 

and to determine the pay back period

Shadow 
Operations

Severance ConsultingInfrastructure

• Part of the Shared 

Services/ BPO  

Assessment Framework

• Purpose: assessing the 

required investments

• Each category is based 

on a specific rationale and 

project experiences

• Figures should be 

specified jointly with client 

as many data depend on 
the company s situation 

(e.g. severance 

packages)

SSC/BPO Investment 

Model - Key facts 

Hiring & 

Training

Total

Investment

Cost

20%

16%

9%

5%

5% 55%Percentage of the running yearly cost; 

based on real case studies

• One time investment are not 

necessarily required at the beginning 

of the investment phase

• Certain one time investments take 

place in a phased approach as well, 

i.e. severance or hiring costs of 

locations that are transferred at a 

later stage in the SSC/hub

25 © Offshoring Institute
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Why Offshoring

Ideally, SSC/BPO initiatives reach a pay back time of less than 26 month –

however, this depends on the migration strategy, scope, and locations

Consulting

Shadow

Operations

Severance

Hiring  & 

Infrastruct.

30 

-30

20

10

-10

-20

Savings

-32 mill. $

7,5 mill.

15 mill.

15 mill.

15 mill.

15 mill.

Assumptions:

 Half of the savings in year 1

 Business Case period: 5 years 

Estimated
net savings

after 5 years:
40,5 mill. $

© Offshoring Institute26
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Key is benchmarking of efficiency, quality and service orientation prior to Offshoring

Current Status

ExcellentVery poor

HR Performance - Efficiency

HR Performance – Effectiveness

―How would you rate responsiveness of your 

HR organization?‖

HR expenses per FTE

ExcellentVery poor

HR Performance - Efficiency

HR Performance - Effectiveness

―How would you rate responsiveness of your 

HR organization?‖

Year 

1

Year 

2

Year 

3

Year 1

Year 2

Year 3

HR expenses per FTE

Before Offshore

(HR decentralized with Legal 

Entities)
After Offshore

 Understanding 

performance prior to 

establishing Offshore 

demonstrates 

improvements of total 

cost of ownership and 

quality 

 Also, knowing 

benchmark 

performance before 

setting up and while 

operating SSCs over 

multiple period helps 

identifying cost and 

quality targets for 

BPO considerations

28

Managing HR Operations Offshore

May 21, 2010

€4.278

€4.886

€1.215

€2.186

Class

Worst

Medium

Best

Current Assessment

Comments

© Offshoring Institute



Example: Changing personal data – before (till end of 90‘s)

HR processes have changed from being manually and HR specialist input to being personally 

and online handled 

Employee

Changing 

personal status:

Single  Married

HR 

Specialist

HRIS

Example: Changing personal data – nowadays (from 2000)

Employee

HRIS

Online  tool

(Maintenance 

Offshore)

Managing HR Operations Offshore

In order to guarantee the 

proper acceptance and 

function of the online tool it 

is necessary to:

• Ensure proper and 

sufficient training

• Provide guidance and 

assistance in particular 

for implementation 

period

• Encourage employees to 

regular usage of online 

tools

Comments

29 May 21, 2010© Offshoring Institute



Example Before After Continuous 

• HR FTE Ratio (FTE overall/HR FTE) 

• HR Expenses per FTE 

• HR Costs per HR Employee

• HR Costs as Percent of Revenue 

• Training Costs as Percent of Revenue 

• Training Costs as Percent of Average 

Workforce compensation costs

Monitoring of the HR services provided before establishment of an Offshore strategy would lead 

to an objective maintenance and further improvement of the services quality

Managing HR Operations Offshore

Example Before After Continuous 

• HR FTE Ratio (FTE overall/HR FTE) 

• HR Expenses per FTE 

• HR Costs per HR Employee

• HR Costs as Percent of Revenue 

• Training Costs as Percent of Revenue 

• Training Costs as Percent of Average 

Workforce compensation costs 

^^

Monitoring

“HR services were better before SSC”

Objective comparison

Monitoring

30 May 21, 2010

Typical Perception

Typical 

issue in HR 

SSC imple-

mentation

Ideal HR 

implemen-

tation 

approach

 Ensure benchmarking prior to HR Offshore implementation

© Offshoring Institute



Managing HR Operations Offshore

 The „Span of Control― or „Organizational Span― 

is defined as the number of headcount or full-

time equivalents that are led by a superior 

manager/supervisior

 The size of the Span of Control depends on 

the kind of task and function to be supervised

 Repetive and manual and lowest complexity 

tasks need low levels of supervision  one 

superior can supervise a high number of 

subordinates (assembly line work)

 The higher the level of complexity and 

knowledge involved and the higher the need to 

master technology  the superrior should 

manage only few subordinates (e.g. 

development of non-strandardized software)

31

Span of Control = 8

 One Manager/Supervisor 

manages 8 subordinates

Span of Control = Important Indicator for Organizational Efficiency

© Offshoring Institute



Managing HR Operations Offshore

3

2

Usually, The higher the organizational level the narrower the Span of Control. However, extremely 

knowledge-driven activities require closer control even on lower organizational levels

Level 0  CEO

Level 1 

 C-Level Executives

Level  2

 Directors

Level  3

 Managers

Level  4

 Teem Leaders 

Level  5

 Staff

Span of Control (Examples

CEO = 8

CFO = 6

Director Accounting = 9

Manager General Ledger = 5

Team Leader Reporting =10

© Offshoring Institute



Managing HR Operations Offshore

3

3

Typical Issue  Diamond Shape: too much personnel on supervisory levels 

without management responsibilities

Level 0  CEO

Level 1 

 C-Level Executives

Level  2

 Directors

Level  3

 Managers

Level  4

 Teem Leaders 

Level  5

 Staff

© Offshoring Institute



Managing HR Operations Offshore

 Too many subordinates on high organizational levels

  overflow with managerial tasks, no room for strategic 

decision making

 Too few subordinates on middle management levels 

too much high paid and high qualified resources for task 

to be taken care of

 Too many organizational layers  slow decision-making, 

low levels of flexibility and communication flow

34

Consequences:

 Many large-scale corporations suffer these days under non-efficient span of control issues:

 Siemens: two last CEO called the company „re-organization resistent― due to middle-

management resistance

 Deutsche Telekom: CEO Sommer gave up due to change resistence of the organization

 With Shared Services and BPO the managerial tasks can be outsourced = middle managers 

become captive „experts― in charge of managing the relationship to the intrenal/external vendor

 Non value adding managers can be identified easier and re-assigned or laid off

Spans of Control need to be managed consciously 

 otherwise they become a real threat to the corporation

© Offshoring Institute



Managing HR Operations Offshore

Benchmarks: Manufacturing/Engineering

 Manufacturing task, low level of complexity

 Director = 10 – 14 Team Leader

 Team Leader = 18 – 24 Staff

(Example: Manual Assembly Line work)

 Manufacturing task, medium level of complexity

 Director 6 – 8 Team Leader

 Team Leader = 10 – 15 Staff

(Example: Painting Shop)

 Engineering task, high level of complexity

 Director: 4 – 6 Team Leader

 Team Leader: 4 – 8 Staff

(Example: Testing)

Benchmarks: Administration

 Administrative task, low level of complexity

 Director = 10 – 14 Team Leader

 Team Leader = 14 – 18 Staff

(Example: Order Entry Desks)

 Administrative task, medium level of complexity

 Director = 6 – 8 Team Leader

 Team Leader = 8 – 12 Staff

 (Example: Accounting)

 Administrative task, high level of complexity

 Director = 4 – 6 Team Leader

 Team Leader = 4 – 6 Staff

(Example: Planning & Forecasting)

35

Benchmarks provide guidance in order to design an effective and efficient organization

© Offshoring Institute



Managing HR Operations Offshore

36

1 SSC Manager/Head of major function 

Span of Control 6-8 

= 7 Department Managers/ Team Leaders, 

Span of Control 8 – 12 (dependent on level of 

transactional tasks)

= 70 Staff members

Span of Control Benchmarks

Ideal minimum size ~ 78 employees

In order to run an efficient Shared Service operation 

a size of at least 78 FTEs is advised

© Offshoring Institute



78 200 600400

Ideal

FTEs

P
e

rf
o

rm
a

n
c
e

Increase of 

performance due to 

leverage of 

economies of scale

Begins decrease of 

performance due to 

managerial complexity, attrition 

and talent availability

Ideal Performance

• An acceptable 

performance of a captive 

centers starts typically 

after 80 FTEs. 

• After 600 FTEs technical 

and managerial problems 

start. 

• Governance and Talent 

Pool availability, attrition 

and teams coordination 

are among the main 

difficulties when handling 

a services center

Comments

The right size of a captive services center is determined by the company’s 

requirements vs a quality/quantity performance equilibrium 

37
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Managing HR Operations Offshore

May 21, 2010© Offshoring Institute



Decision Factors Low                                      High

Cultural Empathy 

Languages Affinity

Geographical Proximity

Time Zone Immediacy 

Regular Staff Traveling

Project Urgency 

Management Retention

Basic Conclusion (simplified) Offshore       Nearshore      Onshore

Managing HR Operations Offshore

• These assessments 

deliver immediate input 

for the weighting of the 

respective criteria 

• Whereas talent pool 

and labour cost are 

usually consensual 

factors other factors 

such as language and 

cultural affinity need to 

be determined by 

company specific 

preferences

• This tool allows to 

include non monetary 

factors or other figures

Comments

Illustrative

Qualitative decision factors for shoring options in location selection are also important 

and are driven by company-specific requirements and preferences

38 May 21, 2010© Offshoring Institute



Wage's  Components

0

5000

10000

15000

20000

25000

Argentina Brazil Mexico Chile

Voluntary Ancillary wage

Mandatory Ancillary wage

Base Salary

GDP per capita

(Represented as part of

the Base Salary)

• Each country has 

different mandatory 

ancillary wage costs

• The non mandatory 

ancillary benefits for 

the workers go 

accordingly to 

cultural, regional or 

economical features 

of the location

• In some countries 

attrition is directed 

linked to ancillary 

wages

Comments

Managing HR Operations Offshore

Identifying risks and hidden costs: total wage component 

for some locations in Latin America

39
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Transition challenge: typical tenure profiles show often 

a longstanding HR workforce

21/05/10© Offshoring Institute40

• Many HR departments have a 

longstanding workforce due to 

significant transactional and 

manual workload in the past, i.e. 

Payroll

• Employees in Continental Europe 

tend to be more loyal to the firm 

than in Anglo-America

• High levels of knowledge and 

experience 

• However, often high severance 

payments have to be considered

•  High levels of ‚change 

resistance‗

Illustrative# employees
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Leave Company

• New engagement 

with new company

• Early retirement

• Unemployed

Severance Package

Remain with 

Company

• Retained organization

• New job and tasks

• Prior tasks for 

different department

Transfer to 

Service 

Provider

• New job with service 

provider

• Similar tasks than 

before

HR Scenarios in 

F&A BPO 

HR Transformation leads to various options for the employees–

however, most of them are concerned about loosing the current job only 

© Offshoring Institute
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Staff are retrained and 

dispersed into different 

roles in the corporation

Staff are assigned to the 

retained Organization

performing enhanced 

tasks compared to prior 

role

Staff are re-assigned into 

similar roles using similar 

skills at other places 

within the corporation

Staff are transferred to 

one of the service 

centers, re-trained and 

dispersed into the wider 

labor pool

Staff are transferred to 

the service provider 

performing enhanced 

tasks compared to prior 

job (interface to former 

company)

Staff are transferred to 

one of the service centers 

performing similar tasks 

than before

Current Company Service Provider

Levels of Job 

Enhancement

For employees staying with the firm and/or service providers 

various options for job enhancement are possible

Career 

development path 

within the Service 

Provider 

organization
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++

+/-

--

Beginning 

outsourcing/ 

offshoring threat

Job loss 

(voluntary or 

forced through 

outsourcing)

Orientation and 

re-training phase

New job

New job, challenging,

exciting work

Constant offshoring 

threat, less 

challenging work

Increased quality of 

job life through new 

job orientation

• New organizational and 

psychlogical research suggests a 

higher quality of work life if the 

work is challenging and in line 

with the individual personal 

characteristics (see Bolles, 

Richard N., 2007) 

• Many Finance Transformations 

leave employees in constant fear 

about their jobs, in particular 

since SSC or BPO are often 

major parts of the solution

• A proper and open 

communication strategy enables 

employees to start a new career 

orientation early in the process

• In the mid-term a clear cut 

creates higher satisfaction than 

living with constant job loss fear

• Therefore, early communication 

and a swift execution of the 

Finance Transformation are key 

to a successful implementation

Constant job threats are a major obstacle to Finance 

Transformations and hinder work satisfaction

Job 

Satis-

faction

© Offshoring Institute
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HR

BPO Provider 

Market

Managing HR Operations Offshore

BPO: Market overview

Global ITO/ BPO 

Player

Global HRO 

Spacialists

International Payroll

Specialists

Local HR BPO 

Provider

Staff for rent 

agencies with HRO 

competencies

CRM-Provider with 

HRO competencies

© Offshoring Institute
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Managing HR Operations Offshore

Typical assessment criteria for HRO provider

Experience 
& 

Reputation

Capabilities
& 

Knowledge

Cost

& 

Contract

Cooperation
& 

Trust

© Offshoring Institute
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Managing HR Operations Offshore

Selection Process - Criteria Weight

100 %Sum

30 %Cooperation and Trust

35 %Cost and Contract

10 %Capabilities and Knowledge

25 %Experience and Reputation

Criteria WeightCriteria

Sub-Criteria

Example

© Offshoring Institute
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Managing HR Operations Offshore

Sub-Criteria

Experience & Reputation

Sub-Criteria 

Weight

Sub-Criteria Value

1= very bad; 3= average;  5= very good

BPO 1 BPO 2 BPO 3 BPO 4

BPO Knowledge and Experience 20 % 5 4,5 4,5 4

Outsourcing and BPO Reputation 20 % 5 4,5 4,5 3,5

References (comparable) 10 % 3,5 4,5 3 3,5

Quality and Continuous 

Improvement Programs

20 % 4 4,5 4 3,5

Service-Portfolio (IT, BPO) 10 % 4,5 4 3,5 4

Back up and Contingency

Capabilities

10 % 4 4 4 4

Financial Stability 10 % 4,5 4,5 4 4

24/7 Service Capabilities 0 % 4 4 3,5 4

Sum 100 % 34,5 34,5 31 30,5

Sub-Criteria: Experience & Reputation
Example

© Offshoring Institute
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Sub-Criteria

Capability and Knowledge

Sub-Criteria Weight Sub-Criteria Value

1= very bad; 3= average;  5= very good

BPO 1 BPO 2 BPO 3 BPO 4

IT and SAP Capabilities 30 % 4 4 4 4

Consulting Capabilities 10 % 5 3,5 4,5 3,5

Industry Expertise 10 % 3,5 4 2,5 3,5

Process Expertise 30 % 4,5 4,5 4 4

Language Capabilities 20 % 4,5 5 4 3,5

Sum 100 % 21,5 21 19 18,5

Sub-Criteria: Capability and Knowledge
Example

© Offshoring Institute
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Sub-Criteria

Cost and Contract

Sub-Criteria Weight Sub-Criteria Value

1= very bad; 3= average;  5= very good

BPO 1 BPO 2 BPO 3 BPO 4

Price vs. Service 60 % 3 3,5 4,5 2,5

Flexible Pricing (e.g. Transactional-

based Pricing)

0 % 3 3 3 3

Contract and SLA Capabilities 0 % 4 3,5 3,5 3,5

International Footprint and Low 

Cost Delivery Capabilities

40 % 5 4,5 4 4,5

Sum 100 % 15 14,5 15 13,5

Sub-Criteria: Cost and Contract
Example

© Offshoring Institute
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Sub-Criteria

Cooperation and Trust

Sub-Criteria Weight Sub-Criteria Value

1= very bad; 3= average;  5= very good

BPO 1 BPO 2 BPO 3 BPO 4

Existing Relationships (e.g. IT) 15 % 3 2 2 1

Key Personnel 15 % 3,5 2,5 2,5 2

Cultural Fit 20 % 3,5 4 3,5 2,5

Organization of Cooperation 10 % 3,5 3,5 3 3

Reliability and Trust 40 % 4 4 3,5 3,5

Sum 100 % 17,5 16 14,5 12

Sub-Criteria: Cooperation and Trust
Example

© Offshoring Institute
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Managing HR Operations Offshore

0,00

0,50

1,00

1,50

2,00

2,50

3,00

3,50

4,00

BPO
 1

BPO
 2

BPO
 3

BPO
 4

Cooperation and Trust (all)

Costs and Contract (all)

Capabilities and Knowledge (all)

Experience and Reputation (all)

Results
Example
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Table of Contents

 Why offshoring?

 How to decide if this is the right option of you

 Evaluating return on investment

Managing and controlling of your HR operations offshore

 Maintaining the standard of customer service required

 How to retain effective control of your offshored operations

 Assessing cultural, loyalty and turnover differences

 Identifying and neutralizing the key challenges

Where to go? Considering the current hotspots

 China

 India

 Eastern Europe

 Up and coming locations

The way ahead - what role will HR offshoring play 5 years from now?
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50%

70%

92%
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Spain, Portugal

Ireland

Other Countries

Other Countries Asia

China

Bulgaria, Romania

Other Countries Europe

Russia, Ukraine, Belarus

India

Poland, Czech Rep., Slovakia, Hungary

• The advanced 

Offshoring nations in 

Eastern Europe are 

leading even against 

India (for ITO India is 

clearly in the lead) 

• Geographical and 

cultural proximity are 

major reasons for the 

East European 

preference

• In particular German 

companies tend to be 

very sensitive 

regarding the relocation 

of critical processes to 

remote locations such 

as India or China

Offshoring Locations (570 Companies in GER, AT, CH)

Question:

―Which countries are you using or planning to use as BPO and/or ITO locations‖

Source: Deutsche Bank Research, June 14, 2005, Nr. 52

Deutsche Bank Research

Preferred BPO Locations

Where to go
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Level
In  % of 

employees
Berlin Bucharest Bangalore Shanghai

Director 0,7 % €63.128 €31.895 €55.831 €33.218

HR Manager 1,3 % €58.529 €27.157 €25.682 €21.019

HR Specialist 9 % €30.444 €9.801 €6.878 €13.189

HR Clerk 89 % €27.630 €6.165 €3.282 €9.868

Salary gaps in low cost locations between managerial and clerk level are usually much 

higher that in high cost ones due to talent shortage of managerial staff

Source: Offshoring Institute

Salaries comparison between the different level for an HR unit

54

Where to go

May 21, 2010

2.3x 5.2x 17x 3.3x

• Directors in low cost 

locations enjoy salaries 

similar to those in high cost 

ones

• These differences can be of 

the order of tents of times

• These high differences 

usually lead to high attrition 

levels

Comments

© Offshoring Institute



Despite text book recommendations of greenfield sites, in practice brownfield solutions are 

the preferred way in setting up nearshore centers 

Where to go

• From the companies‗ point of 

view, a brownfield locations is 

where the latter has already 

ongoing operations 

(production mainly).

• A high number of companies 

shore their operations to 

brownfields. 

• Nevertheless the benefits of 

brownfields are quickly 

exhausted and greenfield 

operations need to be taken 

into consideration. 

Brownfields / Greenfields  -

Key facts 

55 May 21, 2010© Offshoring Institute



Source: IDC

Offshoring Destinations

Where to go

India

CR/Slovakia

China

Philippines

Hungary

Russia

Israel

Ireland
Canada

Brazil

Mexico Caribbean

Malaysia

Argentina

Poland

Romania/Bulgaria

Senegal

South Africa

 Canada, Ireland and 

India were the 

pioneers in the 

Offshoring business

 Eastern Europe, 

Latin America, 

China, and the 

Philippines are 

current hotspots

 Africa is the newest 

Offshoring player
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Ireland
Singapore

Benelux

Russia
China

Philippines

Hungary/

Czech Republic

Mexico

Malaysia

Hong Kong UK

Australia

India

Quality of Supply highlow
low

high

Costs (Labor & 

Infrastructure)

= Size of the bubble indicates existing Offshoring capacities

Offshore Capacity for IT related Finance & Accounting Activities

In the 1990s Ireland became a 

preferred location mainly due 

to bilingual education and 

international accounting 

training in college education

Leading-edge IT skills and an 

established IT Offshoring 

Industry.

However, international 

accounting skills rather limited

57
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McK Global Inst. Gartner A.T. Kearney EDS neoIT (ITO) neoIT (BPO) Summary

India India India Ireland India India India

China Ireland China Canada Canada Philippines China 

Malaysia N. Ireland Malaysia India China Poland Malaysia

Philippines Philippines Philippines South Africa Poland Ireland Philippines 

Brazil S. Africa Singapore Singapore Ireland Canada Ireland 

Mexico Russia Thailand Israel Cz. Republic Mexico Cz. Republic 

Hungary Cz. Republic Cz. Republic Taiwan Russia Cz. Republic South Africa

Cz. Republic Israel Chile Hungary Malaysia Malaysia Poland

Poland China Canada Malaysia Mexico China Brazil 

USA Hungary Brazil Philippines Hungary Hungary Hungary 

Canada USA Brazil Philippines Romania Mexico

Russia Egypt Russia Romania Brazil Russia 

UK Indonesia Poland Brazil South Africa Romania

Germany Jordan China South Africa Russia Singapore

58
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Where to go

City/

Region

Local

Consulting

Companies

(IT/Management/

HR/Finance)

Local Law Offices/

Attorneys

Local 

Recruiting Agencies 

(or Branch Offices of 

international 

Groups)

Local 

Realtors 

(or Branch Offices of 

international 

Groups)

Investment/

Economic Development 

Agencies

Demographic/

Statistical Data 

Agencies

and/or Government 

Authorities

University 

Professors Mngt./ 

Finance & Accounting/ 

HR/ IT

59

Offshoring Institute Network Model
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Where to go

Example

Instant comparison of up to four cities according to 80 different criteria 

is possible

© Offshoring Institute



The level of detail of the 

Location Selection 

Criteria Database is 

worldwide unmatched

The data allow 

assembling solid 

business cases on 

selected locations without 

any additional insights or 

external support

Also, due to the yearly 

updated cycle continuous 

monitoring of locations is 

possible 

Database
Database

Financial

Infrastructure

Environment

People

Tax

Social Benefits

Others

Average per 
FTE

Lay-off Costs

Cost of Function and Level

Others

Labor Costs

The Database is categorized in four many areas and contains up to 120 

different criteria by city

Where to go
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International

Partner

Network

Local Consulting

Companies

Mngm./F & A/

HR/IT

University Professors

Mngm./F & A/

HR/IT

Local Law Offices/ 

Attorneys

Investment/

Economic

Development

Agencies

Local Recruiting

Agencies/Branch

of International

Groups

Local Realtors/ 

Branch Offices of 

International

Groups

Demographic/Statis-

tical Data Agencies/

Government 

Authorities

CITY / REGION

The Institute utilizes various sources of information to obtain reliable data

Where to go
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Where to go

Data provision

and verification

Offshoring Institute 

Research

Offshoring Institute 

Research

Example

Database

The Offshoring Institute Research determines one robust data point per criterion

 Investment Development 
Agencies

 University Professors

 Local Consulting Companies

 Local Recruiting Agencies 

 Local Law Offices / Attorneys

 Local Realtors

 Etc.

© Offshoring Institute



Category 

(% of Total)
Country Characteristic Metrics Used (Examples)

Metric 

Weight

Financial

(50%)

 Cost of labor 

 Cost of management and 

infrastructure 

 Tax and treasury impact

 Blended client wage costs, minimum wages

 Average air, expatriate management salary and 

expenses, and occupancy/electricity costs

 Corporate tax rates, profit realization/exchange 

rates

40%

5%

5%

Environment

(25%)

 Political and economic 

risk/stability

 Country infrastructure

 Cultural compatibility

 Geographic proximity

 Security of IP

 Political and economic risk, government support

 Relative strength of infrastructure and investments

 Cultural differences/compatibility compared to U.S.

 Relative distance (in bands) from U.S.

 Relative security of intellectual property

5%

5%

5%

5%

5%

People

(25%)

 Outsourcing process 

experience, expertise

 Size of labor market 

 Education level of work force

 Language barriers & literacy 

rates

 Employee retention

 CMM SEI quality ratings, offshore market share

 Available total labor market

 Expected per capita education level

 Percent fluency in English (client and third party), 

country literacy rates

 Client retention/turnover rates

5%

5%

5%

5%

5%

Offshoring - Country Scoring Model

64
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4.50
5.00

3.50 3.50

5.00
4.50

2.00

4.00

2.10
1.80

2.40 2.40

1.50
2.10

2.70

1.50

1.60 1.40

2.00 2.00
1.20 1.00

2.00

1.20

1 2 3 4 5 6 7 8

Environment

P eople

Financ ia ls

New Delhi

(India)

Chennai

(India)

Budapest

(Hungary)

Prague

(Czech Republic)

Shanghai

(China)

Manila

(Philippines)

Dublin

(Ireland)

San José

(Costa Rica)

8.20 8.20
7.90 7.90

7.70 7.60

6.70 6.70

Offshoring - Country Scoring Model - Example

Weights and Values 

are dependent on 

the company‘s 

specific situation, 

offshore processes 

in scope, existent 

facilities at certain 

offshore locations 

and individual 

preferences – there 

is no general score 

for one location!
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Level
In  % of 

employees
Berlin Bucharest Bangalore Shanghai

Director 0,7 % €61.589 €30.395 €52.335 €28.360

HR Manager 1,3 % €57.102 €26.157 €24.074 €17.945

HR Specialist 9 % €29.702 €9.201 €6.447 €11.261

HR Clerk 89 % €26.957 €5.665 €3.077 €8.424

Salary gaps in low cost locations between managerial and clerk level are usually much 

higher that in high cost ones due to talent shortage of managerial staff

Source: Offshoring Institute

Salaries comparison between the different level for an HR unit

66

Where to go
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2.2x 5.3x 17x 3.3x

• Directors in low cost 

locations enjoy salaries 

similar to those in high cost 

ones

• These differences can be of 

the order of tents of times

• These high differences 

usually lead to high attrition 

levels

Comments

© Offshoring Institute



Where to go

The breakdown of the location selection criteria provides and comprehensive 

and exhaustive platform in order to balance the various location options

67

• Population speaking:

• English

• Spanish

• French

• German

• Russian

• Chinese

• Japanese

• Engineer and Technical 

Manager

• Engineer

• Technician

• Finance Manager

• Financial Analyst

• Accounts Clerk

Languages

Wages

Illustrative

May 21, 2010© Offshoring Institute



Reliable location data are difficult to obtain but extremely crucial in order to 

match your SSO goals 

Where to go

Example
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Step 1: Research data Step 2: Score Locations

Compare criteria

and score them

from ―1― (worst) to

―5― (best) 

Step 3: Weight criteria and categories Step 4: Summarize and rank Locations

Raw location data need to be converted through a location model in order to get a 

comprehensive location ranking

Where to go
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CEO

Division 

1 

Division 

2

Division 

n

• HR

• F&A

• IT

• Procurement & Logistic

CHROCFO CIO COOCPOCMO

Region 

1

Region 

2 

Region 

n 

Center of CompetenceTransactional

Service 

Delivery

• HR

• F&A

• IT

• Procurement & Logistic

Division 

SSC

Guidelines & Strategy

Advanced corporations consolidate services in a seperate business unit

Where to go
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CEO

Division 

1 

Division 

2

Division 

n

• HR

• F&A

• IT

• Procurement & Logistic

CHROCFO CIO COOCPOCMO

Region 

1

Region 

2 

Region 

n 

Center of CompetenceTransactional

Service 

Delivery

• HR

• F&A

• IT

• Procurement & Logistic

Division 

SSC

Guidelines & Strategy

The business unit „services“ should eventually be responsible for the BPO strategy as well

BPO 

Provider

Where to go
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Processes Services / Products Charging Method / Cost Driver

Workforce management

 New Hire / on-boarding

 Employee data maintenance

 Time and attendance management

 Terminations/ transfers

 Leave management

 Promotions / demotions

 Organization structure maintenance

 Workforce analytics

 Expatriate assistance

 Other in-scope administrative programs

 Fixed fee per company‗s FTE

 Per transaction

 Per FTE/time

Payroll

 Time file receipt

 On-cycle / off-cycle pay processing

 Bonus payment processing

 Taxes and accounting 

 Balancing and auditing

 Year-end processing

 Compliance monitoring

 General ledger interface / mapping

 Third party integration

 Per transaction

 Per FTE/time

 Time and material

 Fixed fee per company‗s FTE

Benefits administration

 Completed administration for:

 Health and welfare

 Defined contribution

 Defined benefits

 Participant services

 Plan sponsor services

 Communication and education

 Compliance

 Investments

 Fixed price

 Per FTE/time

 Per transaction

 Fixed fee per company‗s FTE

HR Processes

Appendix
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Processes Services / Products Charging Method / Cost Driver

Recruiting

 Develop and execute sourcing plan

 Application screening/filtering

 Interviews

 Assessment centers

 Selection

 Offer/rejection management

 FTE/time

 Per new hire

Training and Development

 Training administration

 Training material creation and maintenance

 Training strategy

 Identity management

 Per project

 FTE/time

 Fixed fee per trained employee

HRIS

 HRIS system customizing and maintenance

 Online Platform maintenance

 Website administration

 Terminal administration

 Employee data management

 FTE/time

 Per User

Employee Service

 Service centre for inquiry and transaction 

processing for employees, managers and HR

 Employee satisfaction surveys

 Per transaction

 Fixed price

HR Processes

Appendix

73 © Offshoring Institute



Offshoring Institute

74

Berlin, Germany

Treskowallee 26

+49 30 500 1226-10

www.offshoring-institute.com

Established: 2006

Staff > 10

Please do not hesitate to contact us

Offshoring Institute

Soeren Dressler, PhD

-Director –

-49 30 500 1226-12

+49 175 254 7787

soeren.dressler@offshoring-institute.org
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