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The shared services concept in large Finish companiesXip&sienced a strong
growth during the past fifteen years. Companies hatte gveat speed centralised
services into big service centres, where from a subdtamtimber of the
companies support processes are carried out for thef tbgt company. The main
reasons have been to maximize cost efficiency and tlaétyy of the support
processes. Growth has been fast in, acquiring new custdmeserve and new
processes to take care of. Risks have, however, notaredyred systematically.
The same applies to the shared service centre of thig, stddich carries out
several financial support processes for the case organiggobally.

Risk management has gained popularity among a widervader range of
organisations and companies during the past years. d¢soase shared services
centre of this study has expressed an interest in hawgikg) identified, analysed
and planned. As the SSC operations have been rufioingix years and the
number of clients is already over eighty in some prosedbe investigation is
quite large, taking in account all processes andtiume of the case SSC. A
combination of risk theories and the case organisas&mmanagement guidelines
has been used to support the investigation. The aitheoinvestigation was to
identify, categorize and class the risks accordingnédr ihature in the case SSC.
Further the investigation analysed each risk and gaeposals on how to
continue in order to avoid or mitigate the effectshef most severe or likely risks.

The result of this study was very positive for the caS€;Sit identified and
classified all the risks threatening the case SSC.sily was adopted as the
starting point of a full risk management process at sise SSC.

Keywords Shared Service Centers, Finance, SuppoceBses, Risk-
Management



VAASAN AMMATTIKORKEAKOULU
UNIVERSITY OF APPLIED SCIENCES
Liiketalous ja matkailu

(ylempi AMK)

TIIVISTELMA

Tekija Santtu Saisa
Opinnaytetyon nimi  Riski Analyysi Palvelukeskuksessa kifuis
Vuosi 2011

Kieli Englanti
Sivumaara 77+ 6 Liitetta
Ohjaaja Benita Gullkvist

Palvelukeskusmalli on kasvanut suurissa yrityksissd Suomegszataotahtia
viimeisen viidentoista vuoden aikana. Yritykset ovapeen tahtia keskittaneet
palveluita suuriin palvelukeskuksiin, joissa suuri osakokoyrityksen tuki-
prosesseista hoidetaan. Suurin syy taéhan on ollut kusteehokkuuden ja laadun
parantaminen tukiprosesseissa. Kasvu on ollut nopeaaadtiauusia asiakkaita
ja uusia prosesseja palvelukeskuksiin, riskeja tosin ea ale analysoitu
tarpeeksi. Sama koskee my6s taman tutkimuksen kohdésmgton
taloushallinnon palvelukeskusta, joka hoitaa monia cagatyksen
taloustukiprosesseja kohdeorganisaatiolle maailmanlaajuisest

Riskienhallinta on saavuttanut enemman ja enemman jaangijitysten ja

organisaatioiden keskuudessa viime vuosina. Myds cas&sgitySSC kiinnostui

riskien analysoinnista ja suunnittelusta. Palveluskeskusitaa on jo jatkunut

kuusi vuotta, mik& vuorostaan tekee tutkimuksesta suunelkattaen kaikki

palveluskeskuksen toiminnot ja prosessit. Tukena tutkintabtédessa on kaytetty
sekd kohdeyhtion riskihallintaohjeita ettéa yleisia itesbrioita. Tutkimuksen

tavoite oli tunnistaa, luonnehtia ja luokitella riskiskien luonteen perusteella
case palveluskeskuksessa. Tutkimuksessa analysoidaan nkgirserqo riski ja

pohditaan vaihtoehtoja, joiden kautta kriittisimpigskien vaikutuksia voi lahtea
pienentamaan tai valttamaan.

Tutkimuksen tulos oli selvasti positiivinen case palvelakksta ajatellen;
tutkimus tunnisti ja luokitteli riskit, jotka uhkaavatase palveluskeskusta.
Tutkimusta kaytettiin palvelukeskuksen riskihallinnaog@ssin perustana.

Avainsanat: Palveluskeskus, Taloushallinto, Tuki-pros&sskihallinta
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1. Introduction

1.1. Problem area

This thesis will concentrate on the area of risk managemedarge organisations.
The objective is to identify and analyse the existiisfgs that may threaten the
shared service centre at the case organisation. Thedslsarvice centre is
responsible for financial sub-processes for all the caganisation’s companies
globally, belonging to the group within the totarporation and it is thereby a

very critical function for the whole case organisati

The case SSC has been operating for seven yeargyreitth success. This has
meant taking care of transactions for more and more auiegavith increasing
efficiency. However, now the number of companies usegcurrent processes is

almost complete and it is time to manage the operatiotieibest possible way.

In the growth phase the main objective of the opmrathas been on increasing
the number of companies whose sub processes are takeof tgrthe case SSC,
with actions related to hiring new people, adjustirgdware and software to
serve an even wider scope of companies and processds.rajards to risk
management, the actions before this investigation bega on case by case basis
and often when risks have already been realised.now clearly seen that a risk

analysis and well managed processes are needed.

1.2. Purpose and scope

As described, the case organisation’s shared servioe ¢gemtow in the correct
phase of establishing a proper risk management processimhaf the thesis is
to identify and analyse all the risks that are tlmemly the case SSC or case
organisation because of the case SSC in any wayriSikhalentification will give
the case SSC a comprehensive picture of the situatipnssible risks that may



need attention. The risks will also be categorizezbiting to in which area the
risks are possible. This will help to understand in wiraportion each area is
threatened and give insights and help when creatiagegtes for avoiding the
risks. The risks will also be classified according tavheevere and how likely
they are to occur in order to assist the case SSGCionting actions. Finally,

proposals of next steps and processes on how to ceritireurisk management

and process will be described.

In total summary, this investigation aims to identify seify, analyze and create a
risk management process for the case SSC. The actuaWwdat and risk
mitigation work will not be researched. The invesigatwill give the basis and
tools for an effective and structured way to reatis& management work at the
case SSC.

1.3. Outline

The first part of the thesis will concentrate on pdowy a theoretical basis for risk
management, that is which types of methods and meansregister to identify,

classify, prioritize and make action plans regardisgsiin an organisation. This
will be followed by explaining the shared service iemyment in general as well
as the environment that the thesis will focus on. Theirgapstudy focuses on
the case organisation’s shared service centre andntieiew group is the
management team. The investigation itself is divided the following areas:
Identifying and describing the risks, classification aategorisation of the risks,
analysing probability and severity of the risks, idgimmg existing risk mitigation

tools, and mapping the need of new actions/risk mitgattools. The

investigation was conducted through work-shops, whienewprepared by the
researcher. At the end the thesis will include anyaiglof further actions and

recommendations as well as a conclusion.



2. Risk Management

2.1. Introduction

Risk management is a process that seeks to avoid, mitigatewol pure risks,
such as safety, fire, security and environmental risksk Rianagement must also
try to achieve possible new benefits and avoid errorthé field of speculative
risks, such as financial investment, marketing, human ressufl and business-
risks. (Waring and Glendon, 1998, 3)

Risk management is also used in many organisations tonpriess of earnings
and making sure of sustaining a competitive advantagieeimarket (Walker et
al., 2002). In the modern era businesses also needs @odexipe focus on risk
management beyond traditional risks, so that all ecatedraind political risks as
well as risks related to ethics, data integrity anditagon risk aspects are noted
(Pricewaterhouse Coopers 2002). What is importanskmanagement today is
that risks are foreseen and dealt with before the osksr, instead of reacting
and taking actions only after the risks have realaled damage has been done.
(Barton et al. 2002).

Risk management is an area that is gaining interest armonganies and

organisations today as the value of avoiding sevsks or to have plans ready for
them may be quite vital in the modern world’s tighinpetitive market. The field

of risks today is very scattered. The types of risk hoet and when they are
threatening companies and organisations is changingfastryoday. Enterprises
today may see risks divided into different categorsegh as; disturbances in
production, loosing key personnel, problems in cooperatetworks, changes in
legal requirements set by authorities. As stated earlgd,types that are more
active may change quickly due to different circumstsn@and thus create
unexpected outcomes. The September 11, 2001 terattéstk and disaster in
New York is an example of how “good and safe” methodsabéty organizing

may scatter in just one day. As a result of this testaitack airline companies



faced huge problems and where forced to develop nevmmre effective ways of
avoiding such risks, as the situation had changed dmatigtand the old risk

mitigation processes could not any more provide theinedjgafety.

Risks are often divided into different types or sofise basis risk type is often
classed by how large the probability is for a riskdalise, or depending on what
consequences the risk may cause. When a risk is happamihgnly causing
damage, the risk is categorized as a damage risk (Hamigd Niehaus 1999).

If the risk also affects planned production, it isssked as a business risk. Business
risks are realised when the business operations are achimg what was

expected for different reasons.

When a company starts to analyse and document risksinified way and to a
large extent, aisk mapis born. A risk map typically contains all the idergdi
risks of an organisation in a logical order. The risky mh@en be analyzed from

the risk map according to consequences and probaitffiligalization.

In order to start up a risk managing process for a cogpsupport tools are
needed for analysing and identifying the risks ireottd get an accurate overview
of the situation. Typical tools for this step are difet risk maps (risk map
examples by Suominen 2003, Eldrich 2003, Book 2004)h Wie help of risk
maps the company can develop so catlek profilesfor each risk with critical
points regarding the risk. This will help the compamyhderstand each specific
risk better and to coordinate resources and actidter ke order to avoid the risk.
(Kuusela & Ollikainen, 2005, 148-150)

The actual management within risk management is a watigat step. Risk
management is business management and it does not differ @ther
management tasks. The basic steps for risk management fglanealisation,
monitoring, feedback and steering) can be set as fgrotimer management
functions. Only to measure risks and acquire a risk neanegt tool does not

create a sufficient risk management process for the isggaom. If not all aspects
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in risk management are taken into account, the endt nssnot relevant, the
process is only a tool. Management should not be fagott

Each organisation needs to analyse and decide wintokirisks there are, what
actions are required to mitigate or avoid the risksl dm its operations
accordingly. One of the main issues and decisions to msake measurement of
risks and the aim is to be able to measure the riskshbairganisation wants to
prepare for. (Jauri, 1997, 16-17)

2.2. Risk Planning and Processes

2.2.1 Enterprise Risk Management - ERM

The ERM, or ERM frame is a systematic and universal @fagpproaching risk,
establishing a common language, identifying and agtian, when speaking of
risks. The ERM frame will support the organisation tchieve a total
implementation of ERM for the organisation, with at&etpproach to evaluate
and improve the organisations risk management andotanftit. (University of
Regina)

As a good frame for risk management is the framework m@@$O 2004
(developed by the committee of sponsoring organisatidnshe® Treadway
commission). The COSO risk framework model concentratedesoribing the
risk management process of an organisation for idemgfyand managing risks
that could affect the organisations. The COSO moaddlides eight main aspects
that need to be covered in order to gain an effectrganisation wide risk

management process.

The first step in the COSO model is to establish annateznvironment within
the organisation that makes sure of good competenceplioiscand good
governance for the risk culture itself inside the argation. The second step for

the organisation is to make sure that the business prpedssmance objectives
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are in line and supports the strategic objectives@btiganisation. The following
steps are for the organisations management to cremsteoa table of happenings
that could impact the business performance of the agaomn. After this done
the management needs to assess each event that may ingpaetrfirmance.
Usually this assessment is made on how likely the risks arevhat impact the
risk has if it happens. Following this step the managémerds to make an
action plan on how to react if risks are going toliseaand also to create an
appropriate control mechanism to make sure that actrensaaried out. After this
the organisation must establish a proper process for caroations in order to
make sure that responsibilities are carried out propanky that management
receives feedback at the correct time of how welldiganisation is reaching its
goals. As a last step an overall mechanism of trackingwelveach part of the
organisation is working and to track performance owvee needs to be developed
and launched. (O"Donnell 2005, 178)

2.2.2 Risk Analysis - Processes

When risk management in an organisation is proceeditig avspecific planned
order, one can start to speak of a risk analysis. Bkeanalysis should cover the
following areas:

* Risk objectives

* Risk probability

* Risk severity

* What the risk is causing

A risk analysis can be done in the “narrow” way oaitthrough-out” way. In the
narrow analysis, the company focuses, for example, onbt®sssks of the
production environment in relation to or to itselfitithe help of a risk analysis
the organisation tries to discover the probability andsequences of the risks.

All the risk objectives are gone through systematidallipwing a certain rule.
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There are several different tools for discovering analysing risks. One example
is the risk tree model developed by Johnson 1989. ddeewith the risk tree is to
insert the function facing the risks on top of the tige and then insert different
options that may occur during the function and whaites during the process of
the function may cause risks to occur. When this is nthpped ready the
organisation has a good tool and a map to analyze@meentrate on efforts in

the problem areas. (Suominen, 2003, 35-36)

A basic risk analysis and actions needed model can alsiebged as Figure 1
indicates.

Analysingremaining

Identify risks P risksand reporting Needed actions for

risk management

Take needed actions,
follow up and
updates

Checking existing Specification of risk
safatey mechanisms conseguences

Figure 1. Risk analysis and order of risk managemenini8wem, 2003, 38)

Risk management could also be seen as a form or padoofgany’s anticipation

strategy. The biggest difference between anticipanoanagement and risk
management is, perhaps, the thing that in anticipatategy both the negative
and positive aspects are identified, classed and plansaide on how reach the

positive areas and how to avoid the negative ones.

A good example of anticipation strategy building methe the future workshop
methods built byRobert JungkIn a nutshell, the method is divided into four
sessions, where the first session is introducing the meahithg exercise to the
work-group. In the second session or workshop the pgaatits are brainstorming
around possible problems or threats that could face dhganisation (key word —

negative). In the third workshop the participants lrainstorming of possible
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positive aspects that could occur for the organisdipplans made for avoiding
the negative aspects from the previous session (key weuakitive). In the last
workshop inRobert Junk’anodel the participants gather once more and look
critically on the possible positive and negative asperid after that draws up
plans or decisions on the company’s future areas of ieupoet (key word —
realism). (Department of political science Hawaii fes)r

A SWOT analysis can also be used as a basis of the riksiana a company.

This is often an effective model for small and medium dsigempanies. In a
SWOT (SWOT = Strengths, Weaknesses, Opportunities brehis) analysis the
company makes an analysis of the basics on where the ografzeands in matter
of where the company is strong, weak, has opporturatieshas threats. When
speaking of risk management, the weaknesses and threatskaneinto more

special attention and risk analyses can start on tihe®s.i It is advisable that the
management of the company will at this point draw hg abjectives, targets,
resources to be used and what risks are to be analysibe@rfipased risks
identified in the SWOT. The analysis is often made hwy key-persons in the
company, but also external experts may be used. Ikosraportant that enough
key-personnel are participating in the analysis proaessthat possible external
help is reserved in time if needed. Important in thigllaf analysis is that all key-
personnel, covering all parts of the business is int@eden different forms, such
as direct interviews, questionnaires or small group vigess. This because it is
important to obtain feedback on the different riskerfrmany angles, the material
from this information gathering will then be to gréetlp when making further

action decisions.

After that the material is collected the risk projgcoup should analyse the
material with key personnel in order to get a commemwwf the material. After
this the risk manager or the risk group needs to mak®@ogal of the further
actions that should be done and present it to the reamag of the company.
Depending on what the management then decides, itanraendable that the

management is executing and monitoring the actionsnihen, 2003, 55-59) In
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Figure 2 a typical high level overview of a risk bsés process is presented, with
a good overview of action steps how to carry ouiaiieysis.

Planning of the Fallow up, measure
survey ' and learn

Identify
dangers

Determine the
scale of the risk

Determine the Creaticn of
class of the risk = actionplan/Executing
the actions

Figure 2. High level risk process
(Valtionkonttori

2.3. Risk Identification

It is very essential in a risk analysis to identify ridljectives. This means that the
company can identify different risk situations by diéiet means available. In
order to make these identifications the company wildna variety of tools in
order to determine if the risk is possible. With thephefl these risk identifying
tools the company may also discover hidden risks, wiiehcompany had not
anticipated. (Suominen 2003, 40-41)

Risk management is a continuous process where the followbints are
included:
* Risk evaluation
o0 Identifying threats
o Evaluation of risks realizing from this

o How sever the risk is
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» Create and maintain plans and processes to mitigaaeodd the
risks
* Follow up of the results of the risk management
(Suominen 2003, 43-44)

2.4. Risk Category

Risks should be categorised when the identificatiodoise, in order to have a

clearer picture where the risks are, before makiag9l

For example, in the field of information technologypical areas of risks are,
human (both accidental and malevolent), natural aschnical. These are
proposed by various risk management authors such as Neateran 1995 and
Tom Peltier 2001. The human category contains bothatteédental and the
malevolent sub category, where the accidental aspeahsmiat something is
done by accident of the personnel, meaning that sommagka is done by the
personnel not meaning to do it. The malevolent cayeggain means that the
person in the company is doing something damaging todimpany on purpose.
The natural category again correlates to naturablpnas, such as earthquakes,
tornados or flood waves. The technical part is cogeriton anticipated
malfunctions in, for example, computer hardware, causilaghage to the
organisation. (Bornman, 2004, 18-19)

A very typical way to categorize the risks is to devithem according to the
following example (also used in the case organisation):
» Strategic risk, which includes risks related to thetatyy political risks,
economical- or global risks.
» Operational risk where risks related to the organisati@ctivities,
personnel and process etc. are listed.
* Financial risk, relating to the organisations risksha field of finances
examples are currency risks, liquidity risks and creskist

* Hazard risks includes, natural disasters, fire and antsd
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If the key risks are identified and sorted to the wslkegories, it will help the
organisation to manage the organisation much more exfflgi Often when
organisations fail in some way it is a result of not ngam@ato identify the key

risks. (Institute of Management Accountants, 2007)

2.5. Risk Classification

After risks are identified, the company can start taleate the risks. With the
help of the evaluation, the risks can be sorted bypaliity and consequence,
meaning that the company can see, for example, how tfeerisk may realise
and what losses may occur if realising. Examples on piidiyaor how often a

certain risk may happen: once every 200 years = \agyrisk or once a month =
very probable risk. An example on consequence maybeg:df under 200 EUR =
minor damage or losses of at least 200 000 EUR = cath&tatly consequences.
From history it seems that the more likely the risk isdouo, the less severe it
also is. Another point is that it seems to be difficolptedict the risks with severe
consequences and easier to predict risks that occur ofiee but have less

consequences.

Risks can also be monitored according to their consegseand size. One way to
do this is to create a “damage frequency” pyramid, ldpeel by Hamilton
(1996). In the pyramid the damages can be classed anto different parts;
minor-, small-, intermediate- and big damages. As researttamilton’s model
shows, 93,7% of the damages in the pyramid belong tormisks, 4,7% belong
to small damages, 1,6 to intermediate damage and thasléle probability of
big damages to only 0,0016 (Suominen, 2003, 20-23).rm&in point here is that
the company can focus on the correct risks in theecbrorder, when the
probability and how severe the risks are, are knovatuitdlly resources should be
focused on risks with both high probability and highmége potential and after
that on risks with high probability or high damageeoial.



17

Further, risk exposure is a very important part ofipgtthe risk into the correct
class, meaning that it needs to be analysed for hogvtlenrisk effects will effect

the target organisation. (Waring & Glendon, 1998, 28

2.6. Risk Prioritization and Decisions

As described in the previous chapter, it is importamt the organisations to
understand in what order the risks should be prioritiaedew organisations can
afford the resources needed to immediately put effortidhe identified risks.
One good way is to first give points to the differelaisses of risk, for example 1-
5 points depending on how likely the risks is (1 pdinot likely at all and 5
points if the likelihood is big). Similar points shouttien be given to the
exposure, how long the risk effects are and also 1l#tgpon the damage the
realised risk would bring. Each risk is then to belys® and given points
according to its nature and the points described, tteepoints can be multiplied
in order to see the total points per risk. In this makdelmaximum points would
be 125 points and a scale of priority can be madeexXample: High risk is 75
points and above, 27-74 is medium risk and below 27tpanow risk. (Waring
& Glendon, 1998, 28)

After analysing the risks and scoring them it is time tloe organisation to
evaluate if the risk is acceptable or if something shda& done. If the model in
the previous part was used, the risks classed as highwtskd need immediate
actions and would be prioritised first. The medium risksild be prioritised to be
done after the high risks. The exception is if the mn@diisk is close to the high
risk points, in that case a re-evaluation might contee phace to see if those kinds
of risks should get higher prioritising. Low level risktould be carefully
analysed and decided if they are acceptable andbealeft as they are or if
something needs to be done, possibly depending also anlind of business the

organisation is in. (Waring & Glendon, 1998, 29)
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3. Financial administration and Shared Service Centres

The task of the financial administration in the compangeeded to support the
processes mentioned in Figure 3 and to provide critidaimation regarding the
financials of the company. The financial administratialso sees that the
company has sufficient financial knowhow in order floe company to function
effectively and make a profit. The legal requiremantdorm of reporting the

financial status of the company is taken care of byitt@cial administration.

Research and Customer

development
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Financial administration, asa support process

Figure 3. Financial administration as the supporhefliusiness processes (Eskola
& Mantysaari, 2007, 7)

Financial accounting works as a support function lerftnancial administration.
Financial accounting systematically gathers, registerspbines and analyses data

about the company’s financial situatigiskola,& Mantysaari, 2007, 7)-8

3.1 Shared Service Centres

Shared services means that one section of the organisa taking care of a
certain service, which earlier has been taken careyamany units within the
organisation. However, the funding and the resogrointhe shared services are
shared within the organisation. With these aspectsdfithe shared services

becomes an internal service provider within the grdupypical start of shared
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services may be that a company simply consolidates itacinaHR (human
resources) or sourcing functions into one place, fdfier@int reasons. Other
possible scenarios are that finance support processigsimg or even the general

ledger operations are consolidated into one unitioq @hiversity)

The idea with a shared service centre is to make thmegses in the organisation
more streamlined and efficient, which is easier if thiegy/carried out in one place
Other benefits that organisations seek with the shegedces are economies of
scale, meaning that the company will actually save mavieen consolidating,
less FTE (full time equivalent) are needed when codatitig services. (Ohio

University)

Shared services and outsourcing, which is also very comauay, are basically
the opposite of each other as the outsourcing comparman iexternal service
provider and the shared services are an internaiceepvovider. In other words;
when using an outsourcing company, the buyer pays mameyxternal company
for taking care of some of its support services armshared services concept the
company or organisation establishes its own organistditake care of the same
thing. The discussion about prospects and consequences wedmparing
outsourcing services and internal service centres éas foing back and forth

over decades. (Ohio University)

It could be argued that a big difference betweemssrnal shared service centre
and an external is that an internal shared servingecalways aims to reduce
costs for its customer, while it may not be the stratég@namutsourcing company.
On the other hand the service buying company can leageHR issues if buying

from an outsourcing company.

An additional basic feature for shared services arechmarking and
measurements on the service and process performance.dtyisnyportant to
measure the efficiency and quality on the servicesrderoto know where

improvements are needed. Also the benchmarking aspetip@tant, meaning
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that the shared service organisation compares its @miorpance against the
average and best in class level in its field in ordémiow where it stands and can
better line up its strategy, depending on where thayt to be in long and short

term. (PricewaterhouseCoopers 2008)

As a natural addition after shared services are establlisind efficiency is
monitored the shared services starts to develop the esgrdcbe more efficient
and have better quality, the path to an “internizisory consultant” has started.

In time shared services can also mature to the pointendteared services skills
and values are recognized and that often leads &wgemhent of shared services

scope in form of more services. (PricewaterhouseCoop8é8) 20

In the last phase today the shared services withinganisation can even reach a
point where it plans and executes improvements for thelevcompany both
strategically and in operations, as the shared servindsrstands the whole
company’s needs due to its central and professional role.

(PricewaterhouseCoopers 2008)

Shared services locations are often classed dependinghich shared service
provides its services, in geographical terms. Therehage different options:
* On-Shore Services are provided within one country
* Near-Shore Services are provided within one contingent, evghin
Africa
» Off-Shore: Services are provided globally (the case SSC isngeig to
this group)
(Shared Service News Volume 7, Issue 5/6, 2005)
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3.2. Organisational design and governance

When speaking about shared services (or BPO — bugimessss outsourcing)
and the set-up or organisation created for it, tlaeeethree main areas to think
about:
* The service management organisatianThis is where the shared service
operation itself is taken care of, the unit producdimgservice to others
* The retained organisation Is the operations that is left in the companies
that outsourced a certain part of services to the dismmices or BPO.
» The governance layer is the organ or activities to maintain a good
relationship between the service provider and cust@iser takes care of
monitoring the service and are involved in other nganzent tasks as

creation of service level agreements between theepar

All in all it is very important that the cooperatitaetween these three parties is
working well in order to maintain a functioning shéreervice operation.
Especially between the shared service centre aralistomers, the work split in
the business processes and interfaces between processe® rimedsry clear in
order to work and a lot of work is needed.

An important point is also the operating model, hoes dperations are described
and planned to work in the most optimal way for theget organisations.
Important key points needs to be planned, as how custcaner shared services

and possible other interested parties are going t& am interact.

The next diagram (Figure 4) presents an examplepotaible shared services set-
up, including interaction between four main partiesternal customers, internal

customers, other business units and the corporation.



Figure 4, Overview of organisational model and process

(Sourcingmag.com)

Figure 4 is a good example of a high level set-up amgbod base for strategic
purposes and a starting point for creating more ddtaitganisation models and

processes. (Sourcingmag.com)

3.3. Shared Services in Finland Today

Between 1996 and 2006 shared services in financiabating have been adapted
to various organisations worldwide. Further, in Fdahared services have been
established to about sixty different organisationshi@ same time-span. As it

seems most of the shared services in Finland have aclilesiednain objective,
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the trend is now to focus more on the strategic pogseisilthan cost savings in
other words, other benefits than pure cost savingo{ibel

Economies of scale have been the main driver of estalgisiared services in
most Finnish companies, meaning that the company harm@mzessses to one
location instead of several, consolidates systems wheugiing is done and
most of all consolidates the base of operating certaioumting services to one or
few locations instead of several. Today most Finnish dhaexvices have
achieved the benefits of the consolidation and eware detter than expected, in
terms of cost savings. The problem is that the Finnish dhseevices have
relatively small transaction volumes, for the cost savingsave a longer effect.
In order to further improve the cost efficiency mamared services organisations

have invested in improving the tools and processeslowimg areas:

=>» Invoices in electronic formats

= Consolidated data registers

=>» Workflows for travel and purchase invoices
=>» Automated credit application processing

=> Payment systems

= Automated general ledger transactions

= Consolidation systems

However, in addition to the automation and processldement another very
important driver is the volume (economies of scale)ufeuplans on how to gain
more volume could be to gain more processes to the shareides, consolidate
shared service centres or to outsource shared serviadhitd party. For the near
future, however, it seems that the main focus for Bmshared services would be
to obtain more customers or to increase the services,uncitsgp seems also to be

interesting but a bit more into the future.

Governance structures in Finnish shared service cem@raxftan built with focus

on customer and process care. Most of the Finnish skaretes have processes
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owners in place to take care of the process reladatsitnd account managers to
take care of customer topics. In addition, most Finnistneshservices have some
kind of customer forum or steering group, with partcifs from the key customer
companies, in these forums strategies can be discussed et apd also

customer feedback can be delivered.

It is very hard to keep employees satisfied in a sheeedce centre environment
as the shared services aims to keep costs down, it mayrdhdohget enough
motivators to a daily transaction work with few cargessibilities within the
shared service centres. This is an imminent problem and anysh shared
services are planning to improve both the monetary d@ystems as career

planning in order to keep the good workforce.

As many shared service centres in Finland now have isstatblservices for basic
transactional processes, the next step seems to be thpames also focus on
value adding services, such as accurate financialrtregoand automation of
support processes in order to support the business canttdlusiness even more
and in order for them to have more time for the actumllysing and decision
making. Thus, the end target for now seems to be rihaddition to the efficient
transaction work also value adding work should béénstcope of Finnish shared
service centres, the change could be described sshhetd service centres aim
to transform to total business supporting competence eselristead of being
traditional transaction handling centr&se(oitte, 2006) Figure 5 is an illustration
of the traditional chain of events from decentralizethsaction work to shared

services integrated to business processes:

Complete
activity chain
[Integration
withbusiness

Damaterializati Value addad
Decentralized Regional Global on (automation Services

functions centralization centralization and self (special
service) salutions)

chains)

|

Iajority of Finish service centers are here inthe
shared service evolvement

Figure 5. Shared services life cycle (Deloitte 2006)
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4. Research Methods

4.1 Research design and data collection

As the theoretical study indicates, there are sevesalarch methods to use when
making a risk analysis in a company or organisation. dxample, SWOT is a
good tool to use and it could also have been goappdy in this investigation.
But as the aim in this investigation is to go very deémpo the risks a SWOT
would give a too broad picture of the situation.

The research has been conducted through combinipg $tem several risk
analysis methods, using a group of specialists to cov@npbrtant areas of the
organisation of the case SSC. Methods of colleamyanalysing data have been
done in group sessions and parts by the researcherg(adithe risk project
manager). Decisions of scope, responsibilities and falljpwas been made or are
done by the case SSC management team, as recommendext madels for risk

management.

The actual data collection at the case SSC needartdretm zero. As indicated
earlier the case SSC does not have any risk manageorapbnents installed at
the moment. As a basic setup for the investigation oramsltysis the intention is
to use a mix of methods found in the theory study atidwothe official risk

management guidelines of the case organisation.

As the focus group for the investigation | have choskee case SSC’s
management team, consisting of 12 persons. All the pe@@ngurrently in
following managerial positions:
* General Manager, case SSC Global Operations (1 person)
o Overall responsibility of global case SSC operations

» General Manager, Financial Accounting Services ($q@®
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o Overall responsibility of accounts payable, travel emge
handling, payment handling and accounts receivaldeegses at
case SSC operations

* General Manager, Period end Closing Services (1 person

o Overall responsibility of fixed assets and period emasiog

processes at case SSC operations
* Process Managers (7 persons)

o Overall responsible persons for the different processdsacase

SSC
* Manager, Development (1 person) (RESEARCHER — ontydinating)

o Overall responsible of development and incoming customer

process to the case SSC
* HR Specialist (1 person)

o HR coordination and support

As the author and researcher of this project, | woll participate in the actual
investigation work, only the coordination of it (cemtly | hold the position of

Manager, Development).

The aim is to arrange three (3) different work-shiopsrder to:
» Collect valid information of current risks
» Make a risk classification according to severity arabpbility
* Create plans on how to mitigate or avoid the risksagrde on the correct
follow up model

* Document possible opportunities discovered in the wopsho

Between and after the workshops the researcher valirdent and finalise all the
related material, in addition to the thesis materiab alecessary documents and

material for the client (case SSC) will be made.
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4.2. Description of the case organisation

The case organisation, where the case SSC is actiagglabal power providing
business. The case SSC is a financial shared servicees,ceritich provides
financial support services for companies within the aagmnisation. The case
SSC is also an own department within the case orgammisatinside one of its

subsidiaries, but services are provided against payméne internal customers.

The case SSC has two locations, one in Finland andnho@gina. The case SSC
in Finland is the main point of operations. It servéisttee case organisation
companies; expect the ones in China because of leagins. The legal reason is
also the main reason having a shared services openati@mna for the Chinese
operations. Today new technologies (mainly electrdioicnat and flow of
documents) makes it possible to have support processesmnudep of location,
which is the reason why the case SSC can provide setvicustomers globally
only from Finland (Case SSC internal documentatibnaddition to this, the case
SSC is performing development actions to the mentiomedepses, in order to
make them faster, more accurate and cost efficient. 8#yib is one difference
between an external and internal service providegre of the case SSC targets

are to reduce costs from the customer point of view.

The case SSC is its own unit under one subsidiatyeatnoment, but governance
is mostly coming from the case organisations Mother Cogmithe case SSC
serves all the companies within the case organisatiothdysame terms. The
management of the case SSC, from a broad perspective i®llowing: the

processes are divided into two main categories: 1) Elaaaccounting services
which includes purchase invoice handling, travepemse handling, payment
handling and accounts receivable 2) period end aosanvices, which includes
fixed asset accounting and period end closing. Thentaim fractions within the

case SSC is coordinated by one General Manager lsatthGGeneral Managers in

turn reports the General Manager of the case SSGotaldevel. The Chinese
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SSC is headed by one person, with the title “Hea®®€ Operations, China”,
who also reports to the General Manager, SSC Glgbalations. Development
and migration (intake of new customers) are one smati,tegporting directly to

the global general manager of the case SSC.

The case SSC in turn reports to the global directdinancial accounting and
business control at the case organisation, who in gparts to the CFO of the

case organisation.

Another crucial part of the case SSC governance ascse SSC customer
council, which consists of the customer's companies’ compeamntrollers.
Meetings are held a few times a year for this countikre the case SSC presents
statistics from different operations as processing effcyieand transaction prices
and new development projects and their status. In thestings each company
also gives feedback about the case SSC operationdj whitiscussed and noted
for further actions, after need (The case SSC ordamissee appendix 1). (Case

SSC internal documentation)

Processes Partly Taken Care of by the case SSC

Today the case SSC provides the following servicethénfollowing business

processes:

* Purchase invoice handling

» Travel expense handling

« Payment handling (outgoing payments)

« Accounts receivable (incoming payments)
» Fixed asset accounting

* Period end closing (monitoring of automated tasks)

The processes are provided to over eighty companiglsiwide, some process

can be provided to a larger group than others, duedhnical and legal issues.
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The aim is to include more companies to the processes Wieeoase SSC is not
present yet, when laws change or new technical 'stwill enable the case SSC
to give services to them. However, the operations fireshore as the case SSC

handles processes to customer globally.

In order to succeed in this, technical tools likecetnic workflows have been
implemented in order to be able to serve companies adrtenglobe. This means
that paper documents are converted to electronicndects by scanning, where
after they can be electronically circulated withire case organisation Group
without time penalty. Some companies scan the documentsséives and some

send them to the case SSC for scanning.

Some documents are only in electronic form, (meaningttiey never needed
scanning) which is also the aim for all documents iridhg run.

lllustration of operations on high level in Figure 6:

1. Documents, such as 3. kor example the purchase
purchase invnices, travel invaices are circulated

expense reports and electronically between the
investment proposals are 4 local companies and the case

sent to the case S5Cin paper SSC for checking and
or electronic format approving purposes

Sy
2. The case S5C makes the
necessary accounting steps
as postings, checkling the
docoments, inserting correct

data, scanning purchase
invoices etc.

Figure 6, The case SSC operations

The case SSC operations are currently taken came lBhland and in China. In
Finland the case SSC delivers service to customers lijlob&e operation in

China takes care of the case organisation’s entegpritigin China. This is due to
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legal requirements, as it is forbidden to send outdogumentation from China,
in paper format or electronically. (The case SS@fernal documentation)

Each process is global and has a detailed responsitiilision, which describes
which parts of the process is taken care of in thal loempany and what is taken
care of at the case SSC. The purchase invoice Ingnallocess is a good example,
which is described in Figure 7.

The case $5C The case $5C
Purchase - # Paymeant

invoice handling handling

The Receive and scan Insert basic data Send invoice Make payment Make payment run
case invoices = electronically to the proposal and file
S8C local company

Check inveice, insert Approve payment
cost object and give prepesal
Company approval

Local

s
Send payment file to
bank (non domestic
payments)

Bank \

Fayments going out
to customers

Corporate
treasury

Figure 7. Purchase invoice and payment handlingeatabe SSC

In this specific process model both the purchase invpioceess and payment
process are described. The purchase invoice partignsgecific example is a

purchase invoice without a purchase order and neexutsftine go to the local

company for checking and approving, if there araiglpase order that matches,
the case SSC can make the approval, where aftgratds

The payment itself in the example is foreign paymentsaning that the payment
goes out to a customer company’s suppliers outside its rgodrtie payment
proposal is made by the case SSC by running a speaifisaction, which gathers
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all invoices that are ready and due for paymenterAfhat the local company
checks and approves it (or requests the case SSC tosmaeechanges to it, if
needed). When the proposal is approved the case $Sgbahead and make the
payment run and create the payment file, which issfeared to the corporate
treasury. The corporate treasury is then consolidatiadiles from the different
companies into one big payment file which is sent ®olihnk, from where the
payments then goes to the suppliers. If the paymentnwestic, the case SSC
creates a specific domestic payment file and sends thdolocal customer

company, who then will transfer it to the local bank.

Travel expense handling is also one major process atabe SSC with high

transactions volumes. The process includes the local comgmions: need to

travel, travel request, travel arrangements, travetayal and creating the travel
expense report. At the case SSC, the checking arldnigpof the travel expense
reports are the main actions. Figure 8 provides astilition of the process and
its work split between the case SSC and the local coynga a high level:

The cas= 55C The case S5C
Travel expense - # Fayingnt

handling handling

Check, approve and
hank the travel = Paymentprocessing
The axpense
case

S50

Meadfor traval and Approve the travel Travelling
creation of travel = request >
1eguesl

laral
Campany

20
Send payment file to
biznk {nun dumeslic
payments)

Eanlk l
Fayments going out
to travellers

Carporate
treasury

Figure 8. Travel expense handling
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A smaller, but critical process partly done at the @&S€ is the fixed assets and
accounting tasks. Broadly speaking, the local compsuingsponsible for having a
need of assets or investments, and creating an investrogotspl for it, getting it
approved and then sending it to the case SSC. TlkeSS6E checks the proposals
and books them into the system and provides informdtiack to the local

company. Figure 9 is an overview of the process:

The case $5C
Fixed assels

Inform the investment

numker to the local
Check and buuk the Suuk the sell ur scrap

investmentproposal - company and starl of the assat
Tha .|:l i the periadic '

case ‘ depreciation runs
Book costs to the Sell or scrap

send investment
_ proposal to the case
T S5C

Meadfor invastment Approve the
investment = the asset

1 ncal

Cempany and creation of — investment proposal

irvestm ent proposal

Figure 9. Asset accounting

The case SSC operations started in the year 2004.rdlkeut to the case
organisation’s companies happened in cooperationawitw ERP (SAP) rollout.
This showed to be an effective way of ensuring theicesvo the companies in
the long run, as the local company did not needamléhe processes in the new
system, for the processes that the case SSC took carEhefroll-outs or
migrations as they are called in the case SSC’s ternesewihe case SSC takes
over process services from different companies isge leffort in terms of change
management, system issues and training and recruitmeatwgbersonnel. In the

end, however, the case SSC managed to establish & stpérations and process
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handling to all the customer companies, even bettdr avincrease in efficiency
and already some cost reduction per transaction tocugtemers.

As the case SSC now operates on a good and stabite theessteps are to even
further develop processes and tools, enlarge the &SesService scope (more
processes or other services to the customers), migratertening companies
(small and remote), possible new companies. (Case SS@aihdecumentation)

In addition to this, the case SSC needs a risk asadysl a risk management plan.
As services today consist of many vital processes focdlse organisation and
also service on many processes are provided to the majmirithe case
organisation’s companies’ total transaction mass. Thusmégping and plans
are very important to build at this phase in ordekrtow what they are, how can
they be avoided and what to do if the risks are ze@i The consequences for
something affecting the processing of the processes wewdsoon have severe
implications, if for example, the outgoing paymentgass would be stopped for
some reason, the implications could be very serious iora tsme. Depending on
the time this would affect the salaries of employeesmeays to suppliers and
payments to other instances. Short term problems coulthbappy employees
and missed cash discounts, but in the long run, if thelgm persists also strikes
and ruined supplier relations could be the outcometh@sexample describes, a
first small risk or problem can escalate, like a snowdfédict to something much

more serious, so a good risk plan should be in order.
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5. Research Conduction

5.1. Workshop 1

The Plan (15.2.2010)

The first workshop will concentrate on identifyingethisks that may affect the
case SSC. The actual workshop will be divided intedgrsmaller parts and the
participants will be divided into three differenaites.

The teams will be the following:
« Team 1. General Managers, HR, Period end and AsseatuAtng (5
persons)
* Team 2: Accounts Payable and Travel Expense Handlipgrsons)

 Team 3: Payment Handling and Accounts Receivable&ps)

The logic of dividing the groups, as described,ragenly due to the people’s area
of expertise. The first group contains the Generahdders, HR and fixed assets
to start with. This is a group of persons that areedgpn the area of managing
the operations from a higher level with the importbR items included. The
group has also expertise in the area of bookkeepmeepses as fixed assets and
period end closing. From this group the investigatigpeets to get risks related
to the operations in total and to critical processestlie whole corporation in

bookkeeping terms.

From second group consisting of accounts payable aweéltexpense handling
managers, the target is to get risks related to “massairdons” handling and the
risks related to that. These managers are responsiblileefdransaction handling
in the respective processes for the majority of thee aarganisation’s purchase
invoices and travel expense reports. Expectations tsGhaup 2 will focus on
risks related to these processes; If the processes aréedrippsiowed down,

what are the consequences, what can the case SSC do?
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The third group, consisting of managers in chargehef ihcoming payments
(accounts receivable) and outgoing payments (paymamdling), deals with a
mix of payments in and out from the case organisatitse. xpectations are to
concentrate on the money flows and risks related iptheess. The teams will
start the workshop by brainstorming around the differisks that may affect the
case SSC in some way. All the risks are to be documdrytede teams in the

order they discover them.

The second assignment per team will be to determine @ouhtent a good risk

title, which is easily understood in the case SSC rosgsion and the case
organisation as a whole. The other part of this assighmil be to make a risk

description that will enlighten the risk more and, dashstep, categorize the risk,
according to the case organisation risk managemenigasac

The third assignment will be to identify and descmdeat may cause the risks to
happen. As the end result of this day there should dmrgolete list of risks and
what is causing them as illustrated in Figure 10:

Risk Titles
*Understandable
name of rizk

Risk Description

Risk Categorv

*More detailed
description of the
sk

+Strategic risk
+Operational risk
*Hazaid nsk
«Financial nsk

Risk Cansers
*All different
things that could
trigger the nisk to
realize

Figure 10. The case SSC risk titles, descriptionsgoaites and causers (The case

organisation risk guidelines, 2010)

The risk title should give a good view of what thskris about, but only be
described with a few words. The risk description isintclude more specific
details about the risk, giving the understanding batit is and what areas it is
affecting. The risk category is chosen for each riakeld on the nature of the risk.
The category strategic risk is including risks that mifgcathe case SSC and/or

the case organisation, for example, in terms of strategpects, such as risks that
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may cause legal problems, internal customer relationssigs or problems with
chosen technical plans. The operational risks are nomeeatrated on issues with
day to day operations in the case SSC, but alsohforcase organisation as a
whole. An example of a risk is compromising the productet the case
organisation, caused by the case SSC operations. Haglesdare classical risks,
such as fire and other accidents and financial risk€@meerning risks that may
jeopardise financial areas in the case organisatioesd may be issues in the case
SSC processes that are critical for the case orgamdditiectly or indirectly.

Risk causers are describing what is making the riskseémapp has part in their

realisation.

Figure 11 presents the case organisation risk catsgbased on internal risk
classifications inside the case organisation. Each ris& s placed under the

category best describing it.

Hazardrisks Financialrisks

Strategic risks

Operationalrisks

Figure 11. The case organisation risk categories ¢Hse organisation risk
guidelines, 2010)
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Realisation (15.2.2010)

The risk management introductions, including the deson of all the
workshops, are sent out to the focus group one wetitkdoworkshop 1. Also a
XLS file is created (Figure 12) and sent out. Tresrte can fill in their answers on

the file during the workshop.

Number Risk Title Risk Description Risk Category Risk Causers

Figure 12. Risk notebook

Workshop 1 started at 08:30 a.m. as scheduled wittagltpants attending- The
researcher gave a presentation including the whskenmnanagement process and

answered a few questions about how to fill in the itembe Excel file.

The first half of the session was used to brainstormriies that may be
threatening the case SSC and the case organisasoplanned. A total of a
hundred and five risks (105) were mapped during thestorming session. The
risks were documented in the Excel files, with riskesitland descriptions as

agreed before the session.

After the first session the researcher shortly summarlsedisk number to the
focus group and briefly re-explained session two of dag, where the focus
groups would evaluate in which risk category the risi®ngs and also what may

be causing them.

Also in the second part of Workshop 1 the groups mahé&mglace the risks in
the different categories and also gave a high lexpglaeation on what could be

possible causes of the risks.
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In total Workshop 1 went as planned and the objextivere reached. Time was
however, a bit short, as five hours was used inste#lgegblanned 3,5 hours and
more would have been useful. The lesson learned isathat day should have
been reserved for the tasks in Workshop 1. One o#f@ure to mention is that
not all risks could be put in just one category, buséveral. This was agreed
during the workshop and the teams put the item multplegories if the risk

could belong to more than one category.

5.2. Between workshop 1 and 2

The Plan

Actions to be taken by the researcher between Workshemd 2 is to sum up the
final documentation of the material gathered by #earis and distribute it to the

focus group, with a reminder of Workshop 2.

It was considered important to send out the materialrbeéind so that the focus
group could think about the risks for a while befen¢ering the second workshop.
In this way everyone would have time to familiarizertiselves with all the risks

and have a better view point on things in the seeam#tshop.

Realisation

All the risks were consolidated to one risk master Istpanned. The total
number of risks after consolidation, combining and rempdoubles was fifty

(50) risks in total. The distribution between categ®mas the following:

* Hazard: 3 risks
* Operational: 28 risks
» Strategic: 10 risks

* Financial and Operational: 8 risks
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» Strategic and Operational: 1 risk

After this the consolidated risk list was sent to theuogroup participants a few
days before Workshop 2. One big change was that eanmeher requested the
participants to give the “severity” and “probabilityoints already before the
workshop. The reason for this was to save time in thé&shop, as there is also
the task to evaluate the duration and impact of e rand only 3,5 hours were
reserved for the task.

5.3. Workshop 2

The Plan (24.2.2010)

Workshop 2 will consist of two main parts: the firsteois to determine the
probability and severity of the risks identified in Y¥shop 1. The second part of
this workshop will concentrate on the possible lossedanations of the risks, if
they were to realize. The first part will be an indual task per team member and

the second tasks will be a team effort, with the saamadeas in Workshop 1.

The first part of the workshop will determine the lpability and severity of the
risks, by distributing 1, 2 and 3 points to each mennbéhe focus group. Each
member of the focus group can then give his or hetpointhe risks he/she sees
as the most severe (3 points to the risk most severe aggdodthe focus group
member, 2 to the second most severe and 1 point toitdembst severe risk).
After this part each focus team member will give poinith ihe same logic to
risks according to how likely the member sees the rigkere are more than 20
different risks all team members will get 2, 4, 6, 8 aAdoints to divide on both

categories.

The results will be placed out on a severity/probgbdhart (Figure 13), so that it
IS easy to see how severe the risks are and how likislyfor the risks to occur.
Part two will focus on how much losses the realizisggiwill cause for the case

SSC or the case organisation and how long the riskdcbe affecting the
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operations. The task will be planned and documentethensame teams as in
workshop 1.

Example of severity and probability chart in Figuge 1

& RisK

‘ﬁf*

& &
Low & High

Likelihood

lmpacton operations

L J

Figure 13. Risk severity and probability (the caseanigation risk guidelines,
2010)

Realisation (24.2.2010)

As the number of risks exceeded twenty, 2,4,6,8 ambifis were to be used for
the task. Workshop 2 started at 08:30 a.m. as planneanlby nine (9) persons
from the total focus group could attend four (4) olfive (5) persons from group
1, three (3) out of four (4) persons from group 2 &md (2) out of two (2)

persons from group 3. One other divergence from the ks that the persons
had evaluated and given points to all the risks irh bx#itegories, instead of
choosing the five top risks in both categories to ghe 2,4,6,8 and 10 points.
One additional difference was that the accounts payalanagers evaluated the
risks together and one evaluation was totally misundmistso it could not be

used.



41

However, seven (7) evaluations were received, whigkes the maximum
number of points seventy (70) and minimum points are deuart(14). The first
hour of the workshop was used to sum the points and gldéissiih as red, yellow

or green risks.

The class of the risk was determined based on how mantg gach risk had; the
critical limit was fifty (50) points, which was detemmad by the case SSC
management team, as the maximum points was seventy (78.dbi risk got
fifty (50) or more points in both severity and prolii it was classed as a red
risk. If either severity or probability breached thigy (50) point limit, it was
classed yellow and if both categories were less than(BD) points the risk was

classed as a green risk.

After the risks had been classified, they were presedntéiae focus group. There
was a brief discussion regarding the results and thesfgroup was mostly
content with the results, expect for two (2) risks thadred under fifty (50) in
both categories. The group saw these two risks as svesthat it was decided
that both of them would need to be transferred to/éflew risk class. The first of
the risks transferred to the yellow class was a possibke sir the case SSC. It
had received forty eight (48) severity points, bug Heverity was seen as more
critical, so it was transformed to a yellow risk. Theosetrisk that was changed
from green to yellow was fraud caused by externdlgs which also scored forty
eight (48) points.

As a result of the risk classes there were in total t{Bgeed risks, twenty two
(22) yellow risks and twenty five (25) green risks. ™ezond half of the risk
workshop 2 went as planned; the focus group was dividexd the three (3)
smaller groups once again and the red and yellow rigke distributed amongst
them depending on the risk and the area of expertigesub groups. After this,
the sub groups used the remaining 2, 5 hours in detewginé possible durations
and losses that the risks, if realized, would cause warlbog the effects would

last.
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As a summary of the second workshop it can be mentiorsdht risks from
Workshop 1 should have been sent earlier, in ordgetahe point evaluations
from all the participants. Another remark is that thesatiption of the point
system should have been better explained, as the peants distributed to all
risks instead of five (5) in each category of seveasitprobability. However, the
point setting exercise can be seen as a success as trgynedjthe focus group
gave points and it may even be better that points gieen to all risks in order to

get an even better perspective to their severityavgbility.

The green risks were left in archive for the time Qeas there where so many
risks and the red and yellow risks totalled twenty {i26) and they in turn will
require heavy work in planning and launching adida prevent or mitigate

effects.

5.4. Between Workshop 2 and 3

The Plan

The actual chart of severity and probability and dpg8ons of duration and loss
is to be finalised by the researcher and distributethé focus group. Thus, the
focus group members can better prepare for the thiddiast workshop for this

survey.

One additional step between Workshop 2 and 3 istieaturrent risk mitigation,
tools, risk plans or processes that mitigate risks, usdteatase SSC or the case
organisation are listed and mapped against all thdifidehrisks. This is done in
order to better understand what tools exist and weest means need to be
developed for risk mitigation. The last documentatstep for the researcher
between the workshops is to categorise the risks dogotd probability and
severity (Figure 14). The risk categories will be déd into three groups:

» Red risk: high possibility to occur and damage businessusty
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* Yellow risk: high possibility to occur OR to damagesimess seriously

» Green risk: low possibility to occur and damage business

Example of the category logic in Figure 14:

-

- "Yellow"risks

”/,_,.-J'

g
Low ‘§ High

Chancetghappen

Impacton operations

Figure 14. Risk category logic (the case organisatskguidelines, 2010)

The scale of how many points is needed to get the risklat place in the risk
category scale is to be determined by the researchpending on the vote and

point results.

Realisation

The biggest difference between the plan and itssegan is that the risk classes
were already determined during Workshop 2, in ordethere already know on
which risks to focus. Another task done by the researth this phase was to
once again consolidate all the new evaluations asdrigeions into one file and

send it to the participants before the next workshegrther, current risks
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mitigation tools and processes were mapped, but thastililheed more work in
the later parts of the project.

5.5. Workshop 3

The Plan (26.2.2010)

This workshop would start with a presentation of theesu risk protections tools
that are available at the case SSC and the casesat@an Here the focus group
also needs to conclude which risks are covered wdtexisting tools and which

ones need planning.

The aim of workshop 3 is to create plans to avoitbanitigate risks that do not
have proper tools or means from earlier. In practisg Will be done in the
following steps: 1) The focus group is once more diglich to smaller groups, the
same groups as in workshops 1 and 2. 2) The risks on wiecroups are to
make plan proposals are given to the groups by thansds®, who has sorted
them according to the group’s line of expertise, pugchase and travel related
risks to group 3 (purchase invoice and travel expemagagers). 3) All plans and
other action proposals are to be documented by thesteaith clear descriptions
of the plan itself, what is required for it to wonkdawho would be responsible for
taking the needed actions. 4) The last step in wogk8his that the teams present
the risk plans to the whole group and provide thegpta the researcher at the end

of the workshop.

Realisation (26.2.2010)

Workshop 3 started at 08:30 a.m. as planned with &jpemts. The researcher
held a short briefing about the workshop’s agendachmvas to determine the
existing tools for risk mitigation/avoiding, the neededls or processes for risk

mitigation/avoiding and the plans on how to proceed.
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The focus group was once again divided into sub grdaphis workshop, group
1 consisted of three (3) persons out of five (5) pexsgnoup 2 of three (3)
persons out of four (4) persons and group 3 of twWopgtsons out of two (2)
persons. The entire time was used on determining tiséirextools/processes for
each risks and what possible tools/processes or means Wweutteeded. In
addition, the groups made broad plans on how to pdoagé each risk, e.g. how
to use the existing tools/processes more effectively @t wdols, processes or
perhaps measurements should be built or establishedsubhgroups focused on

the same risks as they did in Workshop 2.

As a summary of Workshop 3, there was nothing to renTdr&.workshop went
as planned and all red and yellow risks got mappeardety tools/processes and
plans. A final note of the workshops is that the fogumup now really realised
how many risks there are around the case SSC anddbeomganisation (related
to the case SSC’s processes) and that it is really iamparow to get the newly

created plans into motion.

5.6. After Workshop 3

The creation of action plans on how to realise tble plans and how to manage
them, using the material provided by the teams from Wogkshwill be carried
out, by the case SSC infernally (not part of the ygtuth addition, also the
likelihood and possible consequences and durationhef risks need to be
mentioned in this material. After this consolidation wfaterial from the
workshops the case SSC can have a good view of planssagsks and could
put efforts in avoiding or clearly mitigating thek#sand in the end make the case
SSC or even, depending on the risk, the case orgamisasult even better. This
task is to be made by the researcher and then predentied focus group (the
case SSC’s management team), where the action plarse damally edited if

needed and then approved.
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6. Analysis of the Results

6.1. Analysis and Summary

A total of 50 risks where identified during the wor&plk
e 3red” risks (6%)
o 22 "yellow” risks (44%)
» 25 "green” risks (50%)

The total number of risks, fifty, was quite a surpriseag the focus group, much
less was expected. Half of the risks where “green” rigkisveere not seen critical
in that sense. However, another 25 risks will neechtdie which is quite many,
according to the focus group. As agreed, the redyafidw risks where further
analysed and the following pages shall describe theltseof the analysis and

suggest further actions or state plans.

After analysing the risks it was determined that theeefiae risk categories in
total for the case SSC (Operational, Strategic, arthzand in addition two
combined categories, Strategic/Operational and Fia®perational. Figure 15

indicates how the risks were divided into the différ@ategories:

Strategi(_ff?:era’_ioﬁal_\\ RiskCategories Heeard

T —~

Finarcial/Opzrational _
139

Figure 15. Risk categories
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As shown in Figure 15, most risks for the case SSC dheinperational (27 risks
in total) risk category, which seems natural, thinlohghe field of work in which
the case SSC operates. Also, the Strategic (10 riskstotal) and
Financial/Operational (8 risks in total) risk categags quite much re-presented.
The least risks were found on the Hazard (3 risks inal)totand

Strategic/Operational (2 risks in total) category.

Figure 16 below illustrates the proportion of differesk classes within each risk
category:

Categories split in risk class

5

Risk Class:

15

HGreen

e llow

HRed

3 |
1 10

3 27 1
Hazard O|Jerationa|l-__ Strategic Financial/0perational |Strategic/Operational

Operational risks and Finan cial/Operational risks are havethe
most severe risks, each has red risk(s) and many yellow risks

Figure 16. Risk category split

As stated in Figure 16, the operational risks and Gizoperational risks are the
ones with the most severe risks and will need specaitaih. Further as the data
shows, the case SSC has several risks that need attéftimriollowing tables

provide a summary of the risks and action paths thaddoeltaken in order to
monitor mitigate and avoid these risks. The risks areemted in severity and

likelihood order (1. Red, 2. Yellow — Green risks aat included at this stage).
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The red risks are divided into technical risks ands@ation volume & FTE (full
time equivalence), due to their nature. The yellsksrare divided into personnel,

processes and "other” risks due to their nature.

There are three maisummarised focus areas, asisk from the case SSC
investigation are consolidated, depending on there@uof them

* Losses & duration

» EXxisting plans or processes to avoid/mitigate

* Needed actions

6.2. Red Risks

6.2.1. Technical Issues

RISK Losses and|| Existing plans or
Duration process to avoid/
mitigate
Software Lost working - The case
problems time, lost cash || organisation
(Points = discounts, lost || standard support
Liekelihood:50 documents or | (helpdesk, CIP:s)+
Severity:56) other critical Existing follow up
material, meetings with IM
loosing
customer
satisfaction or
trust
Hardware Lost working - The case
problems time, lost cash || organisation
(Points = discounts, lost || standard support
Liekelihood:52 documents or | (helpdesk, CIP:s) +
Severity:56) other critical Existing follow up
material, meetings with IM
loosing
customer
satisfaction or
trust

Table 1. Technical issues
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Needed actions

Regular meetings with information management (IM) averg important task to

continue and maybe improve or update in order to m&amsks on the technical
side. The meetings should include the following maimisoin order to be most
effective (Figure 17). At the end of the meetingsioacpoints should be agreed,

with responsible persons and timelines.

INV (Information Imanagein eit) The Case SSC (o

to prepare/provide: prepareprovide:

*Ticket/CIP statistics andstatus *IM related problemsneeds
*Feedback on how the supp ort *Update and present development
processhavebeen followed project statuses

{(correct person contacting corr ect *Present actions talen from last
persons?) meetings action p oints

*Present actions talken from last *Case SSCnews and other items

meetings action p oints
I news and other items

Figure 17. IM and the case SSC work split

Additional items that need consideration on technteats are:
» Application support documeni{document that describes responsibilities

for application maintenance and problem solving). Singport documents
are important as they clear the process for diffesgrés of problems and
errors
— Re-check existing support documents for the case SSC
— Agree what other applications would need a suppatichent and
create them
* New SAP releases

— Re-check the existing test cases for each process/toelthky
enough in order to make sure that everything is wgrkis usual
after a new SAP release?
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— Check the participants involved in the testing beftre release.
Check if they understand correctly what is done ahdtwo look
for.

— The release notes (technical document on things e changed
in a new SAP release) needs to be checked if the $8§&
understand them on a sufficient level in order to arepfor
changes?

— New technical development projects, important to make that
the test cases for new applications fulfil the nesfd®lease testing
in the ERP system. This in order to make sure that WieERP is
updated also the new applications are still working.

* Hardware

— When critical hardware breaks down (scanners, servers)

— Clear processes are needed on how to act (resporesbilgsue
paths) + needed to know how long it will take befdmken
hardware is replaced or repaired.

— Check if the hardware could be included in the supgpacuments,

or get its own support document and process.

6.2.2. Transaction volumes and FTE

RISK Losses and| Existing plans or
Duration process to avoid/
mitigate
Volumes going up | If transaction —>Transaction
and down estimates fail and | estimates are
(Points = the case SSC has | provided by
Liekelihood:54 the wrong number| companies for one
Severity:50) of workforce and | year ahead.
risk of late —>General volume
payments or too | follow ups per
expensive month and team
transactions are
possible

Table 2. Volume issues
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Changes in transaction volumes

The transaction volume changes or bad estimate versuacthal number of
transactions are one of the biggest problems the casef&®8€ today. If the
estimates fail, the case SSC has either too many perstowsferw persons to take
care of the transaction volumes. Too few members of stidiffcause severe
delays of transaction work, which in turn will cadate payments to vendors and
employees (travel costs). Too many persons handlingrémsactions causes
foremost expensive transaction costs for the companiascas pre calculated by
dividing the personnel cost with the number of transast Also, personnel

motivation may suffer greatly if they have either tooch or too little work.

Today the case SSC gets yearly estimates from the commpardealso team by
team follow-up is running. This is, however, not erfaughe yearly estimate
from the companies can be quite wrong due to changessiness operations or

changes in the market situation.

What needs to be done is to discover a process on dayett more reliable
estimates. One solution could be that the case SSC hasfrequent estimates
from the companies during the year, or possibly eveningsethat only focus on
this. Another solution could be that we create tauis the system that could help
the case SSC estimate the volumes on better accuraeyn é&sample, if the case
SSC could monitor the number of purchase orders danan ieffective way, it
could help to give estimates on shorter periods of tilfes could also be
supported by an ongoing purchase to pay projectdarcéise organisation and the

iIssue should be presented there as a development idea.



6.3. Yellow Risks

6.3.1. Personnel
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RISK Losses and Existing plans or
Duration process to avoid/
mitigate
Accountants irthe Risk of late Follow the news, HR

case SSC strikesll
or partly

(Points =
Liekelihood:30
Severity:48)

Lifted to yellow risk
by the case SSC
management team

payments, missed
cash discounts,
vendor relations may
suffer etc...

information

Changes in

organisatiorat the
case SSC

(Points =
Liekelihood:54
Severity:34)

Causes uncertainty,
may cause
ineffectiveness for a
time

None

Rumors spreading
insidethe case SSC
Personnel are
envious on each
others, due to
salaries, positions or
other reasons

Wrong information -
-> reduces employee
satisfaction and work
environment -->
work efficiency

Dr Feel good,
Development
discussions and
Other surveys

(Points =

Liekelihood:52

Severity:24)

Employee Loss of good people| Dr. Feel good
satisfactions (knowledge) Development
decreasedue to; too| Efficiency discussions
much work, unfair Development ideas

work load inside Spirit

teams. Can also
trigger from other
risks, such as
organisational
changes, rumors
etc...

(Points =
Liekelihood:48
Severity:50)

Decreased reputatio
of good working
place

=)

Table 3. Personnel issues 1




RISK

Losses and Duration

Existing plans or
process to avoid/
mitigate

Fraud- one or more
persons at the case
SSC make use of the
authorizations and
positions in order to
gain
money/information
illegally

(Points=
Liekelihood:22
Severity:56)

Financial losses,
trust, respect and
rcredibility losses,
time losses
information to
competitors

- Authorizations,
split responsibilities,
approval process

Burnouts, sick leaves
accidents, epidemics,
drug/alcohol abuse.
Can trigger from
other risks, such as
workload

(Points =
Liekelihood:44
Severity:54)

Financial losses due
to absences. Long
absences may cause
snowball effect i.e.
workload gets too
heavy

—>Health checks,
health care related
projects, company
supports different
kind of clubs and
sport activities
->Support for
alcohol/drug abuse
->Vaccinations
->Preventive actions
for accidents

Back up persons
skills,

Authorizations
work load,
willingness
(Points =
Liekelihood:48

Severity:50)

Capital, credibility,
knowledge, quality,
efficiency

—>Back-up plan,
company specific
instructions

Table 4. Personnel issues 2
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RISK

Losses and Duration

Existing plans or
process to avoid/
mitigate

Poor skills of local
company, and in the
case SSC when new
company joins the
services

(Points =
Liekelihood:50
Severity:40)

Work time is lost,
error risk increase, if
the necessary checks
or controls are not
done by the local
company

Also possible double
work - same things
checked both by the
case SSC and local

company

->Migration process
and Steco

Table 5. Personnel issues 3

Strike at the case SSC

* Plan needed for strike:

e A communication plan needs to be made

* Include the critical data:

o Planned duration of the strike

o How the work is done during the strike

0 Who to contact for more information

o Other critical information

» Decide when the communication is sent, how and by whom

* Interested groups whom to send the information

o Companies

Vendors

0
o Corporation
o]

Banks

54

* Follow up information during the strike needs to bestacare off
* Who can take transaction processing actions in thatesestrike,the case
SSC management team?
o Do the back-ups have knowledge, authorisations?

* |n what order should the work be done under a strike?
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o Due dates cash discounts etc...
* Plan on how to continue work after strike
0 Check critical items
0 Check working overtime possibilities

o Temporary workforce? Manpower etc...?

Rumours, envy and job satisfaction

A severe enviousness is poison to the work community aockaes the work
efficiency and skill. Enviousness also prevents constricooperation, learning
and professional growth and development. In worst angt destructive working
place enviousness cases, the enviousness takes form aswwluyg place
teasing or bullying. However, there are means to reutind interact with the
enviousness and even turn it to a power source. Ortbeokey reasons for
enviousness at a working place is the need to be aotdet credit from others.
Enviousness is fed by things that we see important fooaur self respect and
things that brings happiness to our lives. Feelingsdikger, guiltiness and shame
are often connected to enviousness. When the envesigets out of hand, it
often results in destroying the other employee’s goedlifg. Therefore,
enviousness is often seen as wrong in moral terms and fiers flwdden; even

from one self (can be difficult to spot). (Insinddriiief)

The heavy competition often at large in today’s comgmrns a common
environment for enviousness. Types of organisatiorns eviviousness:
— A bureaucratic and hierarchical organisation, whgomts out rank
iIs a common environment where enviousness flourishes
— Also an organisation where organisational changesc@mmon,
enviousness lifts its head, due to the uncertainty enetihhployees
minds.
— A greedy organisation is also a good platform for emsm@ss, in

this form the good is not distributed among employeag, b
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everyone tries to get all the good themselves, witbarting about
the others.
e The organisation’s purpose and the common goals get
clouded.

— An organisation that tries to be fair with everyoire,order to
mitigate the enviousness. These organisation forms dseeot to
work as the enviousness is located in the minds of peonpten
reality.

* An organisation that tries to make everything fail agual
is preventing creativity and talent to develop —eptial of

people is getting unused.

A key factor in dealing with enviousness seems to biettieaorganisation is able

to share positive aspects (such as responsibility, pasitmnuses), amongst the
employees on a fair level. Also giving recognitiongtmod work is important and

a fair and encouraging salary and bonus system ivalgomportant

When a person feels that he/she is treated fairly baderson’s strengths are
recognised, he/she most often wants to deal out ofdbé tp others as well — a

grateful person is not envious! (Insin6orilehti)

Enviousness - how could it be managed at the case SSC?

The first thing would be to identify how severe emgpess the case SSC faces,
for example

— What are people envious about?

— How widespread is the enviousness?

— How does it affect the case SSC effectiveness?

The next step could be to compare the case SSC hatimggative organisation
mentioned in the theory, for example
— A bureaucratic and hierarchical organisation

— An organisation where organisational changes are common
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— A greedy organisation

— An organisation that tries to be fair with everyone
Does the case SSC belong to any of these, or partigveral? If the case SSC
does, maybe it should be investigated if the case iSSffected as the theory
states (Insin6orilehti). Finally a plan on how to mha to a less enviousness

environment needs to be created.

Job satisfaction at the case SSC

In addition to the previous concepts mentioned reggrénviousness the case
SSC could identify the root causes of the possiblejddnsatisfaction of the case
SSC employees by interviewing them in order to idgnhg areas that cause low
job satisfaction. If the case SSC can understand vdiaets the personnel at the
case SSC, the organisation could device some strate¢ywrto increase job
satisfaction. Of course the case SSC could ask whatepare dissatisfied with at
work in the appraisal discussions, but it may be that ndangot tell or do not
even recognise what is wrong. Therefore the followamgas could be asked
directly:

— Does a co-worker nag at you?

— Is there any conflict with supervisor?

— Is the pay to low considering what you do?

— Do you have good enough tools and resources in oodeundceed in

work?

— Do you see that you have enough opportunity torbepted?

— Do you feel that you have enough to say in decisioatsaffect you?

— Do you fear losing your job?

— Is your work boring, to routine?

— Do your education, skills or interests match with ywork?

(Mayo Clinic)

By combining the investigation of what makes people i@/ and an

understanding of job satisfaction, the case SSC sheuéible to improve the area
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of enviousness and job satisfaction and at the same lsméecrease the need for

negative rumours.

Fraud by the case SSC personnel

Fraud by the case SSC personnel would be a serious tbldoth the case
organisation and the case SSC; large amounts of mariafoanation could get
lost and not the least damage the case SSC’s crgdifiifie ongoing internal
control point build is important and it needs to befcmed that the case SSC can
cover the fraud possibility as well as possible. Anottigrarea which the case
SSC needs to pay attention to is the authorisategerding the processes. This is
very important in order to make sure that only theemrpeople have the correct
authorisation for making payments, approving purchaseges etc.

What needs to be done is:

— Complete mapping of the authorisations, who has wiat?gxample:
Several persons have transferred inside the case SS8€ thea old
authorisations been removed?)

— Clean existing authorisations, so that personnel has whigt is
needed to perform the work

— Create a process to follow the administrating of aughtons
(transfers within the case SSC, transfers within ttse cxganisation,
new persons coming into the case SSC from outside, pdesonsg
the case organisation and persons on longer leave -asutiaternity
leave) + agree on who is responsible and who/howghi®nitored

— The case SSC should also list all persons outside thes&Gavho in
the local companies have authorisations related tpr@eesses which
they do not need and remove them

e Important is also to check former case SSC employees that
have moved to other duties within the case organisatido

they still have the case SSC role authorisations?
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Health issues at the case SSC

Health issues are to be taken seriously, as replacemeptaanhe easy to find
when there are health problems among the persontekthdre long sick leaves.
A clear mapping of personnel and replacement plamsi@eded. Below there are
listed some examples of questions that need to be plémnedch position.

— How fast does the case SSC need a replacement focificspesition?

— How fast can the case SSC get the replacement f@otiton?

— What skills are required for the position?

— How long can the case SSC use temporary replacement?

After the personnel mapping a plan on how to mitighte possibility of health
problems needs to be made, with the help of existitagspin the case

organisation and processes regarding health promotion.

Back up at the case SSC

Many things from the health issues relate to the backapability at the case
SSC, but also other things can trigger the backugd.m®egood back up plan is
needed; existing plans should be checked and updatexkded. Can the case
SSC have a long term plan on a more multi-skilled waydd with the following
goals?

— Persons to master more processes and tools, process ainaiihag?

— Possibility for more personnel to take care of moreigoréanguage

transactions, language training?

The case SSC training, when new customers are joining

This area has been a problem at the case SSC, béchasdeen clear that many
times the newly hired accountants have not been alslerve the new companies
on a good level from the start, due to lack of frajror enough experience. The

main problem has been for the case SSC to get thdepkiopd in time as the
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migrations of new companies to the case SSC have lomenatl a very high pace
and the requirements for the personnel have been cpmelex, as the case SSC

is serving companies globally.

Here it could be possible to check the old processha and analyse what
mistakes have been made and if there is something to immothe migration
process and/or the normal training that the case S®€idps to the new
employees. On the other hand migrations should decrbatéf the case SSC
gain more processes this could again become a probleot gflanned carefully.
Thus, a plan needs to be created on how to employengployees in time and
train them in time to use the tools and understand tbeepses. It is also
important to include them into the migration work litse order to make them
familiar with the new customer. This issue could also fieftem multi-skilled

personnel, presented liack-up athe case SSC
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RISK Losses and Existing plans or
Duration process to avoid/

mitigate

Process are not | Capital, time, ->P2P project,

harmonizedand efficiency, ->Payment

take more time and development accuracy

resources possibilities, >Travel

(Points = advantages of optimization

Liekelihood:64 harmonization project

Severity:40) ->Payment
handling project

Loose early Capital, - CASHDISC

payment discountg creditability (report on monthly

or pay late level)

invoices ->Accountants

(Points = prioritise vendors

Liekelihood:54 with early paymen

Severity:46) discounts

Paid to much/
little, too early or
too late

(Points =
Liekelihood:40
Severity:50)

Capital, credibility

—>Local approval
before payment is
done

No end to end Capital,

process credibility, quality,
development efficiency,

(Points = productivity, time,
Liekelihood:52 cooperation
Severity:40)

2>P2P project

Table 6. Process issues
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Global Process and end to end processes at the case argation

The problem is that the case organisation does not badeo-end process
thinking in place and no current strong will for\it¥ith an end-to-end process one
means the whole process, for example, purchase tolipdlye purchase-to-pay
process all processes are included starting from theisgynocess and ending at
the payment process, where invoices are paid to th@istg Within purchase to
pay process there are the following main processes: sgumnd vendor
selections, purchasing, goods reception, purchase swandling and payment
handling. The exception in this case is the newly atiapurchase to pay project.
Hopefully the project will be a good example for stieimking. The purchase to
pay project is focusing on developing the whole psedeom purchase requisition

and vendor strategy all the way to the payment alase invoices.

The case SSC is in a good place to give suggestionartioef end to end

processes, as the case SSC often sees the benefits,algertwal role in many

parts of the possible end-to-end process chains. Stadgo-end processes
would bring most effective processes for the case agaon and would serve
the one face to customer and supplier alike. Strodg@end process would also
impact the global way of working and would have hpgéential in harmonising

the way of working, to be the same in all the casarisgtion’s locations (direct
positive impact on global response times and centrakibns; such as the case
SSC).

The suggestion on this point is that the case SSC cmstiits active role in the

current end to end process project and continuesaimgie more projects and

thinking in this way, for the good of the case orgation as a whole.
Lost cash discounts/paid too much, too little, too earlor too late
Problems in lost cash discounts/paid too much, too,little early or too late

causes loss of money and also credibility of the casess8€rs. Strong end to

end process where the whole process of purchase to pald viee closely
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monitored would have a good impact on this. The pw&ha pay project may be
a solution here. With the current purchase to pacess, there are so many
different ways of working that it is very difficulbtmaintain a good level of

correct payment accuracy.

Some examples of today’s problems:
— Poor invoice approving discipline, invoices are apptbtoo late and
thus paid too late.
— Global processes are not followed.
— Supplier data is not correct and updated.

* Payment terms between invoice, order and frame agreesneat
the same. Different views exists inside of the casarosgtion on
what payment term to follow.

— Orders are not updated according to order confirmatio
— Errors done by purchaser or accountants at the caSeds8 to lack of

skill or knowhow in the process or end to end process.

Mostly these things belong to the scope of the purdioagay project, so the main
point is to make sure that the improvements agreed inpthgct are also
implemented. Further, it is important to make sure thagféective forum for the
purchase to pay process is established after the prajeicty could monitor that
the end to end process is followed and further deveémt is made, taking in to

account the whole case organisation and all theepess within purchase to pay.

An additional need to improve the correct paymenuemy is to implement a
new tool for the purchase invoice handling. Therenirtool is old and does not
have the needed development capabilities. The toellsnéo be developed to
become more end user-friendly and it needs to be algjavé a better big picture
of the invoices, so that the invoices due or due #whcdiscounts could be
prioritised more easily.

The new tool should also be able to give lead tinpents, from where the case

SSC and the local companies could find possible batleks in the purchase
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invoice handling part and take immediate actions tuce or solve the noted

problems. The tool should also provide important measuremegorts (the

measurement targets will be set by the purchase to pgcpr

6.3.3. Other Risks

RISK Losses and Existing plans or
Duration process to avoid/
mitigate
Documentation Lost working time, | >Company
quality and customer specific material is
availability satisfaction, process managers
(Points = responsibility
Liekelihood:56 ->Document syste
Severity:24) structure

Can _outsourcersr
other SSC:s make
the processes more
efficient?

End of the case SS
operations?

C->Strong
development
approach
—->Good customer

(Points = care process
Liekelihood:24

Severity:54)

Big projects small | Lost development | - The case
resources, effort, organisation’s

management and
customer support
(Points =
Liekelihood:26
Severity:52)

lost working time
More money spent
than planned -
higher budgets/cost;

project guidelines
include risk
management
s—>Project follow-up
and participation in

steering committee

Table 7. Other risks 1
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RISK Losses and Duration | Existing plans or
process to avoid/
mitigate

Fire Equipment, personne| Check Wartsila plans

(Points =

Liekelihood:6

Severity:60)

Abuse or fraud by Capital, time, --> Approval system

externals: Fake efficiency, trust,

invoices credibility, sensitive

Abuse of travel material to

receipts competitors

Abuse of the case
organisation / the case
SSC data and/or
knowledge

Etc.

(Points =
Liekelihood:42
Severity:48)

Lifted to yellow risk
by the case SSC
management team

Table 8. Other risks 2

The case SSC Documentation

Good document quality is a basic need in order to maind good and
functioning global process. The case SSC has qu@jt®d discipline on document
layout and responsibility. However it needs to be gbneugh and determined if

the current documentation process is good enoudhsomething more is needed.

Outsourcers that provides services in the field of thease SSC

Are existing service providers offering more efficiamd better quality services
than the case SSC? This is a valid issue to investigateler to know the current
level where the case SSC should be, how high qualfigssible to provide and at
what cost. New benchmarking material is needed frorarathared services, both
external and internal (other corporations than #s=organisation).

When the data is available, the following should beed

i. Analyze the material.
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ii. Determine what is the highest efficiency and lowest ttwtis possible to
achieve with the processes offered at the case SSC.

iii. Check if existing development projects can take thee cASC to the
targets and if more actions are needed in order tairolthe best

performance.

One other suggestion related to how to mitigate tie dould be the building of
an internal customer care system (CRM). If the case $80ld have a working
customer care system for its customers, the case SSCetfadtively know what
the customers would want and also gather valuable @@weint ideas in order to
improve its operations. An important add-on to thisld@ddae that the case SSC
would have account-managers who would be responsibleefrtain customers

and have the updating and maintenance task for théime icustomer care system.

Big development projects by the case SSC

The case SSC often establishes and drives quite big@ngdlex development
projects with global coverage. The main risk withsth@rojects is often funding.
Some projects may require a lot of funds such as nevptogcts. Other risks are
the change management work and management supportwbeerthe case SSC
is trying to develop better working processes it mapdre to make the end user
see the benefits. They often see it as a necessaryveethatig when they need to
learn something new and do not feel comfortable wi#t. The final main risk is
the resources in terms of people that are neededeiprtjects. Often persons
from various business units, information management as wétieacase SSC are
needed in order to complete the projects successfullyfencase SSC is not the
only one running the projects. As a result sometimes #iseurces become
somewhat limited, when many projects need the same peansdritey also have

their day to day work to take care of.

What could be done is that the case SSC could rdatalthe project process that

is in place and put focus on the items listed abovenitig needs to be improved
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so that communication on the changes to the correxilpes made stronger in
order to develop change management and improve managsapgort. Also,
better risk plans needs to be implemented in the psojeabrder to avoid risks.
Good risk identification may also point out some usefl @aluable practices to
be implemented in the projects that would not othegwhibe noted. The final
important thing is to improve the cooperation with thformation management in
order to ensure that the case SSC gets the neededcesstrom there, as they are

participating in almost all the projects driven by tase SSC.

The internal resources from the case SSC side couldaldmoked and chosen
more effectively, a system of picking the correct resesl from the case SSC
needs to be made. Also better estimates of how much akewairces time is
needed should to be done. This is very important ®titie managers, who need
to plan the day to day work at the case SSC. Thegisoshould not interfere with

it so that quality suffers.

Abuse or fraud by external parties

Abuse or frauds made by external parties against the §8C are very severe
threats. They can result in big money losses or infoomdtisses for the case
organisation and would very seriously damage the c&& sScredibility as a

financial process provider.

A good development under work is the internal conpaihts. In this project the
case SSC should make sure that the external fraud fibsssbhandled as much
as the internal risks. Also a total plan on how to nworand avoid external fraud
attempts needs to be made, examples of earlier frauchpasteneeds to be
analysed in detail and conclusions must be made on heywere discovered

and dealt with.

When plans of the processes are ready, the case $iS@cahcompany personnel

should be trained as needed. At this point it is ahsportant to consider the
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possibility of a fraud. Where both external partiesl anternal parties work
together, the process and training should cover go Athe internal control points

in the process should take this into account.

6.4. Next steps

As all the risks are now identified, categorised, aswdyand further actions are
evaluated, the next step is to launch the processtmmsto mitigate or avoid the
risks, deal out responsibilities and agree on the mamit@f the risks. As in the
process of analysing risks for the case SSC, the caseisation process of risk
management has been followed to a large extent inliode thesis, also the risk

follow up process is to be used at this point.

In the case organisation’s risk follow up process icerisk-cards (Appendix, 2)
are used for follow up and presenting the risks. me oisk card the risk is

described and the following data is included:

— Risk name and description.
— Owner of the risk.
— What the risk may cause if realising.
— What tools and processes are in place to avoid, miteyademonitor
the risk.
— What developments are planned or under work to furthiggate the
risk or its possibility to manifest.
* Who are driving the development.
* What are the next actions and their status.

+ Deadlines and comments.

This is a good way to have a simple and an effectiwe aflanonitoring the risks
and developments regarding them. The risk cards camchgled in presentations

easily for different needs.
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As a suggestion to the case SSC management team this woess like to
suggest that the risks mapped in this thesis would be mtovéie risk cards:
Further, the ownership of the risk cards should beédéds to the appropriate

members of each risk within the case SSC management team.

Another suggestion is that the management team agreesrisk coordinator
within the case SSC management team, deciding whamemitor and coordinate
the total risk work and report and be in contachwite risk manager of the case
organisation. The final suggestion is that a “risk yelack” (Appendix, 3) is
established, which includes all the main happeningshe risk monitoring
process, such as meetings, reviews and reporting riskfi¢o ioterested parties

such as customers, information management, human resoucmpanation.
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7 Conclusions
7.1. Findings and discussion

Risk management is a fairly new process for use in thervedope of different
organisations. Previously it has mostly been concentrateal limited area of
activities, such as the banking and insurance areae Quany risk theories
concentrate around banking and insurance areas, \ahéchlso the classic areas
of risk management. However, risk theories and examplese found and by
combining theories and the case organisation risk tjnésea good process for
risk analysis could be made for the purpose of theghBssk management seems
to be a growing area for all kinds of organisationd anterprises. Still much of
the risk management and working risk processes take plaite banking and
insurance area. However, as stated, in recent timesnmaglagement seems to
have been recognised as an effective way of avoiiskg and improving results
for any organisation. Also, this investigation indesathat an organisation can
really see the benefits of identifying the risks arehting good plans in order to
avoid or mitigate them. It needs to be mentioned thatvery important to have a
strong follow-up process after the actual analysi®riter to gain the benefits
from the analysis. If this is not taken care of, thalysed risks may be left just as
an analysis. This is, of course, a risk in any analysiaytolf there is no decision
of action plans and responsibilities after an analysis, issues tend to be

forgotten quite fast.

Other interesting facts of a risk analysis are thabften reveals hidden
possibilities; by mitigating risks there can be new ofputies to be gained after
a certain problem has disappeared. Also, direct benefity be found during the
risk identification phase itself. As a conclusion oftimvestigation the researcher
believes that risk management is a very powerful twged for the case SSC, but
also for any other organisation. What could have lbenbest scenario for the
case SSC would have been to make this exercise alipatiye first year of

operations and then a new analysis could have beea abthe time of this
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survey. That also brings us to the importance of cagrgirt the risk identification
on a continual basis, possibly after every five yearsvben some structural
changes take place — in the SSC case for example, waveservices are added to

the scope, or some other structural change is implemented.

7.2. Quality of the study

By combining the different methods found in theory amnthe case organisation
risk management guidelines a quite generic way of iierg and analysing the
risks was created in this thesis. The process itself presientieis thesis would be
a good starting point in risk management work for quitdarge range of
organisations, especially financial shared service egnais the analysis takes into
account the vital and relevant areas of a servicegedBut also other departments
within the case organisation could use this investigatie an example when
starting up risk management operations, as the thesisggrats® follows the case
organisation guidelines. Especially other centralisgdrinal service providers,
such as centralised information management or a centraligecing department,
could by all means use the process developed in thistigagon in order to start
up risk management processes and functions. The thesisdgmence that the
process was very suitable as it managed to identifynalrisks around the case

SSC and the case organisation in total via the c&€e S

The combined theories that were used in the invesiigagave an excellent
structure for making the risks analysis within the caS€,She different parts
were clear and good communication of what was neededdh work shop was
given, which made the workshops very effective, asdabes group knew what to
expect from each session. Communication was actually aueaeess factor in the
survey, as it is in any project. With the help of d@mmmunication both before
and after different workshops, the focus group tedit they knew what to expect
before the sessions and also got feedback and summaf@snirof documents

and brief info sessions. Feedback sessions were impontardéer to give the
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information to the whole focus group about the togallts from each work shop,

so that everyone knew the complete situation atraégi

The categorising of risks was also found as a good wagparate different risks
in order to understand the whole picture of whickaarwas effected in which
way. The case organisation risk categories includedfegfic, Financial, Hazard
and Operational risks served the purpose at the case@®Gvell, even if some
risks gained their own category groups with a comlonabif two category groups
mentioned. It could have been good to make separéégars groups for the
“double category risks”, but with the tight time framiethe actual investigation

the chosen path still serve the purpose.

Another important key factor in the analysis phase vasdgrouping of risks
according to how severe and likely the risks aret ghae a good view of which
risks the focus group should concentrate on. This $aatgood thing as the case
SSC focus group unfortunately has limited time to acthe risk management
work. As the thesis concludes 25 of the total 50 riskseviaken into more
consideration, that too will be challenging to cowath the limited resources, but
the most critical risks will be covered and the case 8&Ctime to act on other
risks in time. To make this kind of prioritising of risksvery important for any
organisation as it gives the picture of the risks aed importance order so that
resources and efforts can be steered efficiently awgprtb that. Very few
organisations have the luxury of focusing on all possilgks, and therefore it is
good to know the importance level, so that the mateal risks can be secured.

The organisation can always work on the minor risks tate

The actual follow up of the risk management processitanaiorking process is
the last area of the thesis and also a very criticalin order to use the findings
from the analysis. The thesis only describes how the gsasdo be done after the
investigation itself as the scope of the thesis was m#rdyalyse and group the
risks with suggestions on how to do mitigation work oa tisks. Anyway, the

theses took in account to give the best means for thes fgroup to continue the
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work with a complete process of the risk management hadfdcus group
continued the work with transferring the risks to tiek cards and agreed on
responsibilities and follow-up, which is also solid @ride that this investigation

was a SuccCess.

7.3. Suggestion for further research

The case SSC will have a strong starting point of mskagement with the help
of this research. This is, however, only one pathefwhole picture. Therefore, in
addition and as a complementary to the suggestionsapteh6, the researcher
would like to point out that it would also be ben&fry to continue the research
within the case SSC looking into the total qualispects, as risk management
investigation only covers it partly. Even though tis& investigation gives a good
overview of the quality issues that need attentiomomplete quality analysis
would be important in order to gain the maximum beradfithe risk and quality
aspects. A total quality analysis should be done totiiyethe quality areas and
categories within the case SSC that need to betezhband monitored, a process
would need to be set up to take actions on qualitga@s@nd a solid reporting to
management would be needed. As a last step within tbe 88C the risk
management process and a possible quality management pebumedd be
aligned to be one function. On a high level sucloraned model would reveal
new risks via the quality process and the risk monitoaimg risk mitigation work

would “patch” and repair quality problems.

One other area that needs further research is themgsls that link to the other
parts of the case organisation than the case SSClylirActisk research and
analysis in cooperation with the case SSC and otlms pf the case organisation
linked to same risks should be done in order to undetdtan risk at the same
level and then create action plans in cooperatiarder to mitigate these kinds of
risks in the best way. A good example of this is the oislosing cash discounts,
as invoices are handled in the case SSC and goodiisastunt collection is one
big target for the case SSC, but the cash discountitesi is affecting the
different business units served by the case SSC. Theseumnad surveys could
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also include the end-to-end processes in total. As hisanvestigation indicated,
there are problems somewhere in the whole process whicbsnitaslow, even if
those parts of it are working well. An example on ttesild be the purchase to
pay process, which includes all process from sourcingympnt. It could be that
only a few processes within the total end-to-enc@ss are working well and the
others do not work well, which will lead to late pagnts and damaged supplier
relations. If these end-to-end processes were investigatgether in the case
organisation and problem areas could be identifiexh plans could be created
and launched in order to fix the problems in theciéfeé areas of the total process
in order to improve the quality, mitigate the risks &agte a common success.
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Appendices

Appendix 1 - The case SSC organisation

Tha Case Organisation —
Corporate level

The Case SSC Manager,

Development (and

Customer Migrations)
Council

General Manager, General Manager, Head of The case 55C
Financial Accounting Period end Closing Uperations China
Services Services
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Appendix 2 — Risk Card

Juration

Cause/trigger Internal/external
Internal risk HRHEE

Currentcontrols and follow mechanisms

Reports to
RN RN

Action plan
Action Target Reports to Progress
HHHHE RN
HHHH HHHNH
WO WL
RN R
I
RN R

888 rogressing @

inor progress @@ @ Mot started Jstaled
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Appendix 3 — Risk management annual clock

Risk Review

Rick Card status check ’ Rik Card status check
‘lisk Review

Risk Card status check ‘ ’stn Card status check

Review with CaseSSC

Case Organisation Management Team
Risk Management




Appendix 4 - Risk workshop 1

Enclosed file - Risk Workshop 1.xls

Appendix 5 — Risk workshop 2

Enclosed file - Risk Workshop 2.xls

Appendix 6 — Risk Workshop 3

Enclosed file - Risk Workshop 3.xls
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