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Preface

We are pleased to share with you the results of the Czech Republic and Slovak 2014
SSC survey which is compiled and benchmarked with our 2014 global SSC study.

Our CEE region continues to be the most popular region for SSCs and outsourcing
from Western Europe. With many small to mid size European companies entering
the SSC market, we expect CEE to further strengthen its position as a major growth
region in the coming years. The Czech Republic and Slovakia are two of the most
attractive CEE locations and have developed a leading reputation for quality and
high value services over the last 10 years.

One of the factors for growth in the CEE region is the low cost of the workforce,
however, the global 2014 results show that investors are also looking for the right
skills and languages. Both the Czech Republic and Slovakia have developed a strong
pipeline of well-educated graduates plus highly experienced SSC talents that brings
significant new investments into the market each year.

Our survey shows that Czech and Slovak SSCs are moving “up the value curve”

and are offering higher value for their organisations. The clear aim of most Czech
and Slovak SSCs is to become the first choice advisor to businesses for the operations
in their scope. The PwC SSC maturity assessment model confirms that respondents
overall focus their main attention towards achieving higher quality and faster service
for their customers and are contributing significantly to the success of their
companies and the local economies.

Finally, we would like to add a few words about the survey itself. The current survey
“Shared services centres 2014 — Moving towards Centres of Excellence” is the second
of a biennial publication. Between July and August 2014, 29 SSCs in total (18 from
the Czech Republic and 11 from Slovakia) took part in the survey. We would like to
thank all of the companies, organisations and individuals that took the time and
effort to contribute to this survey and provided extremely valuable input.

Prague, Bratislava October 2014
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|Management summary and key findings

The aim of this survey is to

provide you with an exclusive

overview on the latest
developments of Czech and
Slovak SSCs,. We also aim
to discover and document
the best practices of setting
up and running SSCs.

We use the PwC SSC
assessment maturity model.
In assessing developments
we work with the 2012 Czech
and Slovak results as well as
with 2014 global results, to
bring you comparisons with
the local market as well as
with global developments.

The performance of all SSCs
has been evaluated against
eight evaluation criteria.
These criteria have been
aggregated to an overall
performance score which is
the basis for assigning each
SSC one of four maturity
levels (1 = the least
developed, 4 = the most
mature).

About the survey

" 20 participants from 2 countries,
up to 3,000 employees in the biggest SSC,

representing 5 industry sectors

hubs — Prague, Bratislava and Brno

: Most SSCs were established
between 2005 and 20077

" Most of the SSCs ( 90 % ) scored at Stage 3;
only 2 SSCS are in the most mature Stage 4

The following are the top 10 trends we observe based on this year’s survey

1. Becoming a business
partner

2. Multifunctional scope
of SSCs

3. Operational
Excellence Optimisation

The overall message we receive from the survey is that SSCs strive to be the first
choice provider for their organisation. SSCs don’t want to be seen as purely
transactional providers — more often they realise that there is a greater value which
can be provided to their customers. SSCs are best positioned to be sources of business
intelligence for the processes in their scope and to think continuously about their
improvements. This unique position has put some of them on the path to becoming
centres of excellence, which provide strategic information for their organisations.

Simple mass transactional processes like Accounts Payable, Accounts Receivable

and Travel Expenses are still in focus for surveyed SSCs. Nevertheless, more complex
processes like controlling, intercompany accounting, taxes and customer services are
becoming more important in SSC portfolios. In 2012, Czech and Slovak SSCs serviced
on average 7.7 processes. Today, they provide services on 10.3 processes, on average.

We can observe from the survey that participants have already achieved very high
levels of standardisation and automation. However, the vast majority stated that they
saw room for optimisation. Continuous improvement focuses attention of SSCs as
being the first choice provider for organisations and in becoming a source of business
intelligence by being the initiators and executors of the change.
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4. End-to-end process
ownership

5« Customer orientation
is gaining importance

6. Turnover rate of

employees is increasing

7+ Optimised IT &
Automation

8 e Consolidation

and outsourcing is on
a 3 year plan

Q. CEE is by far the

most popular location for
SSCs

1 0. Qualified
employees is an
important criterion when
selecting an SSC

Note:
to global survey 2014.

The number of single end-to-end process owners has increased from 7% to 14% in our
region over the last 2 years and the split ownership of processes is on the decline. This
trend closely corresponds with the global results. The main benefit of the end-to-end
process ownership is that the process owner is best positioned to continuously
improve the process and to take responsibility for the current and future state of

the process.

The customer is getting more care and customer feedback is more important than it
was 2 years ago. Customer feedback is collected at least once per year in 79% of cases,
which is a 10% increase from the year 2012. Furthermore, significantly more SSCs
claim that their staff focus on high quality provided to the client and seek
improvements in client service. We believe that standardisation is one of the tools
which helps SSC staff keep standard time and quality, moreover, it gives them space
to attend to specific client needs.

This trend is observed in the Czech Republic and Slovakia; however, the increase

in employee turnover is mild compared to the global trend. The group of SSCs which
stated that their turnover rate is over 20% increased from 14% to 18% and the average
turnover rate for our region is around 14%. This is still below the average for the CEE
region, which grew from 11% to 17% between 2012 and 2014. From the five-year
outlook, we know that SSC heads have, as one of their main priorities, retention plans
for their employees and that they develop incentives to keep them satisfied.

This trend is intertwined with operational excellence optimization. As SSCs seek to
improve processes, IT and automation come in as tools that can make it happen. Even
though many SSCs are already highly automated and optimized, they are still on

the look out for ways to go beyond their status quo. From this year’s results we know
that more SSCs see that there is large potential for optimization in their electronic
workflow systems. Similarly, they observe potential for their overall IT governance.

As the global results show, a significant number of SSCs is planned to be consolidated
by it group in the near future. Groups further plan to outsource some of the services
previously offered by SSCs. Out of 377 SSCs surveyed, 36% mentioned consolidation
plans and 34% revealed the plans of its groups to outsource activities to outsourcing
providers. As a result, the outlook shows that out of the 377 global SSCs measured,
only 288 might stay on the market in a 3-year horizon.

CEE is by far the most popular location due to its skilled workforce, and low labour
costs, as well as a good quality of life. CEE is the number 1 destination for near
shoring from Western Europe. An increasing number of smaller and mid size
companies are looking at setting up SSCs and are more likely to choose local or near
shore solutions in future which should mean further growth in CEE.

Czech and Slovak SSCs assign this criterion the same degree of importance as labour
costs and legislation, making them the top two above location support and
infrastructure, economic environment and proximity to core business locations.
Globally, SSCs rank qualified employees even above labour costs and legislation. This
shows the importance of quality factors above purely cost decisions in future SSC
strategies.

Throughout the document we refer to the Shared services, the Edge over 2014 survey with global respondent base as
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'About the SSC maturity model

Structure and composition of the SSC maturity model

The SSC maturity model, which we first introduced in 2012 survey and applied also for the 2014 survey
evaluates the performance of all SSCs against eight criteria:

1. Strateg y + Criteria used to select the SSC location, and their respective ranking
* Implementation strategy chosen
+ Evaluation of objectives from today’s perspective/at the time of the
SSCs implementation; extent to which the initial objectives have
been achieved
2, Org anization / » Centre conc.ept of the SSC (cost.centre vs. profit centre)
* Cost allocation method for services provided
. * SSC management (head of SSC vs. functional/end-to-end team leader)
comp liance * Scope and revision cycle of service level agreements (SLAs)
*  “Process owner” approach to managing processes
* Governance of the SSC
» Responsibilities for the business development/process improvements

governance/

3. Continuous * Systematic and regular analysis of costs and quality

» Continuous search for and implementation of optimization measures
* Deployment of quality improvement tools

» Approach to measuring whether an SSC is meeting its objectives

improvement

4. Bu siness processes » Degree of standardization and automation of processes within the SSC
* Degree of standardization and automation of processes in upstream
and downstream processes outside the SSC
» Level of process documentation
5. Customer relations * Customer structure (share of internal and external customers)
+ Service structure within the SSC
* Customer orientation in the SSC
» Deployment of tools for customer management
6. Performance * Sophistication of performance management systems in place
» Transparency of the performance measurement process
* Availability of information related to operational
and strategic management
+ Definition of measurable performance targets and monitoring
of target achievement
» Extent of financial control systems within the SSC

management

7. Human resource » Use of different training tools and training types by staff group
* Quality of communication between management and staff in the SSC

management » Approach to linking the performance evaluation of employees
to the definition of development measures
» Use of employee satisfaction surveys
8. Sy stems . Degr'ee of process 'autc‘)mation and standardization of IT systems
» Continuous optimization of IT systems
and technology

» Extent to which electronic workflow and integrated ERP systems
are deployed
» IT governance supporting financial control processes

8 Shared Services Centres 2014



Overview of the SSC maturity model phases

Evaluation

criteriai1

Phase I:
Start-up

Phase II:
Growth

Phase III:
Expansion

Phase IV:
2nd generation SSC

1. Strategy

2. Organization/
Governance/
Compliance

3. Continuous
improvement

4. Business
processes

5. Customer
relations

6. Performance
management
(PM)

7. Human
resource
management

8. Systems
and technology

No SSC-specific targets,
strategies, measures or
implementation plans set

SSC run on cost centre
basis with no allocation
of SSC costs

No SLAs in place
Unclear process owner
and manual controls

No improvements made
in relation to costs,
quality and time

Six Sigma, TQM not
deployed

Not standardized,
harmonized or
automated
Simple mass
transactions

Internal clients
Non-standardized
structure and
management

No implementation of
customer support tools

PM tools (BSC,
benchmarking) not
deployed, used
infrequently

No ICS (internal control
system) implemented
No quality/performance
targets

Non-standardized
structure and
management

Relation of employee
development to
performance evaluation
unsupported

No training/advanced
training system
introduced

Multiple systems, no
standardization of ERP
platform

No workflow systems
introduced

No IT governance set up

Some SSC-specific
targets, strategies,
measures or
implementation plans set

SSC run on cost centre
basis with fixed
allocation of costs

Some SLAs in place
Multiple process owners
and many automated
controls

Slight improvements
made in relation to costs,
quality and time

Six Sigma, TQM in
process of
implementation

Mainly standardized and
harmonized

Simple mass
transactions and some
expert services (centre of
expertise)

Mostly internal clients
Standardized routine
Processes and
transactions

Ongoing implementation
of customer support
tools

PM tools (BSC,
benchmarking) being
developed

ICS implemented
Quality/Performance
targets introduced

Combining existing
expertise and focus on
professional expertise
Relation of employee
development to
performance evaluation
Non-standardized
introduction of
training/advanced
training system

Partially standardized
ERP platform
workflow systems
Implemented

Low level of IT
governance

Moving towards Centres of Excellence

SSC-specific targets,
Strategies, measures or
implementation plans set

SSC run on cost centre
basis with costs allocated
on services provided
Comprehensive SLAs in
place

Single end-to-end
process owner per
business unit and many
automated controls

Some improvements
made in relation to costs,
quality and time

Six Sigma, TQM in
process of
implementation

Optimization and
automation of business
processes

Simple mass
transactions and expert
services (centre of
expertise)

Internal and external
customers

Focus on efficiency and
effectiveness within SSC
Ongoing implementation
of customer support
tools

PM tools (BSC,
benchmarking) being
implemented

ICS in place
Extensive
quality/performance
targets defined

Professional expertise
and management
development

Relation of employee
development to
performance evaluation
extensively designed
Comprehensive training
and advanced training
system

Standardized ERP
platform

Extensive deployment of
workflow systems
Average level of IT
governance

SSC-specific targets,
strategies, measures or
implementation plans set
Regular review of
implementation and
introduction of
countermeasures if required

SSC run on profit centre
basis with services allocated
based on market prices
Comprehensive SLAs in
place and regularly adjusted
Single corporate end-to-end
process owner and controls
automated wherever possible

Major improvements made
in relation to costs, quality
and time

Six Sigma, TQM in
continuous use

Optimization across the
organization

Total services in terms of
holistic processes

Mostly external customers
Focus on contributing value
to the whole company
Implemented and regularly
updated customer support
tools

PM tools (BSC,
benchmarking) in
continuous use
Comprehensive ICS and
continuous optimization
Continuous adjustment of
quality/performance targets

Service and leadership
culture established

Relation of employee
development to performance
evaluation continually
reviewed

Continuous improvement to
training and advanced
training system

Optimized, modular ERP
systems

Organization-wide workflow
systems

High level of IT governance
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SSC maturity model results

The performance of all SSCs has been evaluated against the eight
evaluation criteria described previously: Strategy, Organization/
governance/compliance, Continuous improvement, Business processes,
Customer relations, Performance management, Human resource
management, Systems and technology.

Each answer provided by the participants in the questionnaire was
translated into one numerical value and then weighted with
a predetermined weight defined in the PwC SSC maturity model.

After all answers to all questions were weighted, the overall score was
calculated.

Several SSCs scored the highest possible score in one or more areas, i.e.,
100 points. Each overall score for the particular SSC then falls into
the range for one of the four maturity stages.

The majority of participating SSCs (90%) were classified as Stage 3; i.e.,
the second highest category according to the model. 3% of all SSC scored
in Stage 2 and 7% (2 SSCs) achieved the highest level (Stage 4) in the
overall evaluation. These results show an improvement compared to 2012
results. 9% of SSCs moved from Stage 2 into a Stage 3 and 1 more
company attained Stage 4. This confirms also each of the eight evaluated
areas, where most of these areas show better results achieved by

the group.

When we compare the overall scoring of SSCs between the Czech
Republic and Slovakia we come to a conclusion that the scoring results
are very similar. Slovak SSCs score all at development stage 3, whereas
Czech SSCs show broader development scale from Stage 2 to Stage 4.

" Number of SSCs per maturity stage

90%
85%
12%
3% 4% 1%
[
Stage 1 Stage 2 Stage 3 Stage 4

2012 CR& SR M 2014 CR & SR
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Detailed analysis of the SSC evaluation

1. The company and SSC profiles

Industry
Participants from five 2014 SSC study participant pool consists of 29 companies in total; of
industries, with which 18 have their SSC located in the Czech Republic and 11 in Slovakia.
manufacturing, energy, Participants of the survey represented a wide range of large industry
technology sectors; nevertheless, the strongest participation was in the following
& telecommunications groups:
being the mos t . * Manufacturing (ranging from automotive to industrial
represented industries and pharmaceutical companies; represented by 31% of participants)

* Energy, Technology & Telecommunication (ranging from ICT to
electrical engineering companies; represented by 31% of participants)

The remaining population of participants is a wide range of companies
operating in Services (logistic and general outsourcing services), Retail
& Consumer, and Banking and Insurance.

The industry sector division is shown for both countries — the Czech
Republic and Slovakia.

" Participation by industry
Banking and Insurance

[ | Energy, Technology
& Telecommunication
I Manufacturing

B Retail & Consumer

B services

Size

The biggest SSC which Considering size (i.e., the number of employees working in the SSC), 82%
took part in the survey of the participating SSCs employ fewer than 500 employees. When we
employs around look at the size of the SSFJS in greater detail, we come to the conclusion

. that the most common size of the surveyed SSCs is even lower (32% of all
3,000 employees, while

the smallest one employs participants employ fewer than 100 employees).

only 4. 82% of the SSCs Those SSCs that employ more than 500 employees come from industries
employ fewer than 500 such as energy, technology, industrial production, retail & consumer.

people

12  Shared Services Centres 2014



Most of the SSCs are
located in large cities
in the Czech Republic
and Slovakia

The size of the SSCs varies from 5 to 3 000 employees; the median of
employees working in SSCs is 205 employees. Although the median is
same for both countries, the size varies much more in Slovakia where 3
out of 4 biggest SSC (with more than 1000 FTE) are located. On the other
side of the range is the smallest SSC with 4 employees, which is located in
Slovakia too.

It is interesting to note that SSCs in the Czech Republic and Slovakia are
smaller compared to results of the global survey where around 70% of
SSCs had less than 500 FTEs, and around 30% had more than 500 FTEs.

" Number of staff (FTESs) in the SSC

32%

29%
21%
14%
4%
I 0%

<100 100-249  250-499 500-749 750-1000 > 1000

SSC Location

Regarding the location of the SSCs, we see that they are mostly located
in big cities such as Prague, Brno and Ostrava in the Czech Republic,
and Bratislava and KosSice in Slovakia (these cities account for 86% of all
participants). The location of the SSCs was determined mainly by the
location of the parent company, the availability of skilled workforce,
labour costs, and a good infrastructure.

Other locations include mainly smaller cities evenly spread out in
the regions of the Czech Republic and Slovakia.

: SSC location

32%
25%
18%
14%
7%
Prague Brno Ostrava Bratislava Kosice Other
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Group Headquarter Location

93% of SSCs in the Czech 66% of Shared Services Centres in the Czech Republic and in Slovakia
Republic and Slovakia are serving groups with headquarters in Europe and UK, and in 28% are

serve groups with HQ serving groups with headquarters in the United States.

in Europe, UK and in
the United States

" Group headquarter location

Europe
B united States
52%
. I United Kingdom

B Russia & Asia

Year of establishment

Economic development As shown below, most of the SSCs surveyed were established before 2008
influenced the timing (representing 66% of the participants). 21% of SSCs were implemented
of SSC establishment sInce 2011.

The curve of SSC implementation over time corresponds with the overall
development of the economy in the Czech Republic and Slovakia, given
that it takes on average one year to implement an SSC. Most of the SSCs
were implemented before the beginning of the financial crisis. The
financial crisis underlined pressure on efficiency of operations which
drives establishments of more SSCs further on.

" Year the SSC started operations

44,83%

20,69%

13,79% 13,79%

-

2001 & Before 2002 -2004  2005-2007 2008-2010 2011 & After
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There is a huge variety

of services provided by
the SSCs. Top six
processes are
implemented in more than
72% of SSCs; those are
core accounting
transactional processes.
On the other hand more
complex processes like
management reporting,
controlling or cash
management get
implemented in more than
52% SSCs too

Processes provided by the SSC

SSCs now provide services on a wider process portfolio than they did

2 years ago. They average from 7,7 to 10,3. With the extension of
processes serviced, in most cases SSCs grow in size too. To transactional
processes are added non-transaction based processes.

Considering which processes are usually transferred to the SSCs, we
concluded from our survey that the majority of these processes are
transaction-related activities such as accounts payable, accounts
receivable, fixed assets accounting, general ledger accounting,
intercompany accounting and travel expenses calculation (more
than 72% of respondents).

Management reporting, controlling, financial planning & forecasting,
cash management, taxes, credit & collection, customer services and
external reporting are examples of more complex activities frequently
provided by the SSCs (in the range of 45—-62% of respondents).

Fewer than 41% of the surveyed SSCs provide procurement, IT processes,
cost accounting, treasury, payroll, regulation and facility management.
The category “Other” stands for logistics and transportation, marketing
and sales support, internal audit and intercompany reconciliation.

" Processes provided by SSCs

Accounts payable 86%

83%

Intercompany accounting

Accounts receivable 79%
General ledger accounting 76%
Fixed asset accounting _ 72%
Travel expenses _ 72%

Management reporting 62%
Treasury & Cash Management 55%
Controlling 52%

Credit & Collection 48%

Taxes 48%

Customer services 48%
External reporting 45%
Financial planning, Forecasting & Analysis 45%

Procurement 41%

Information technology 34%
Cost Accounting 34%
Other 34%

Treasury 24%

Payroll 24%

Regulation (Law) - 10%
Facility Management . 7%
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Who processed the questionnaire

The survey was completed The majority of questionnaires representing 52% overall of all surveyed
by the head of the SSC companies were processed by the head of the particular SSC.
Alternatively, the questionnaires were also answered and processed by
the responsible director or vice president, head of accounting, or the chief
financial officer.

Jor 52% of the companies

" Position of the staff who processed the questionnaires
in the companies surveyed

Head of SSC

Director or Vice President
Head of Accounting

Chief Financial Officer

Head of Business Development

Other
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Quality, faster service
and process assurance
and compliance gained
importance over time.
Cost reductions are still
in focus

2. Strategy

This section is about the overall course of SSCs, about setting targets as
well as implementing mechanisms to achieve them. Even though cost
reduction is still one of the main goals for most SSCs, the strategic focus
is moving towards quality improvements, faster service and process
assurance and compliance.

Quality has been in focus since 2012 and turns out to also be in focus for
2014. Faster service gained in importance over the last 2 years, being now
nearly as important as quality of services. Cost reduction is still at the top
of the list of SSC strategic goals, even though it lost its importance
compared to the time when SSCs were established. However, it still
applies that whichever change is undertaken in an SSC, the management
is always striving to calculate the decrease in costs that the change

is expected to bring.

Another area worth mentioning is process assurance and compliance,
which is now assigned the same importance as cost reductions and,
compared to global results, also shows a higher score (5.1 local vs. 4.8
global).

Other areas such as strong finance backbone and strong finance
governance gain importance as SSCs mature.

" Comparison of the importance given to objectives before SSC

implementation and today

) 54
Cost reductions
N -
- 4,5
Quality improvements
I s
) 4,1
Faster service
N 5
4,6

T O 1

. 4,3
T e oo | 5
’

3,7

Strong finance governance _ a1

3,7

Strong finance backbone _ a1

Importance of the objectives at the time
the SSC was implemented

B importance of the objectives from
today’s perspective
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Overall SSCs increased the
effort they put in defining
objectives and using tools
to implement them

Over the course of two years we observe a positive shift towards stating
and clearly defining objectives for SSCs. Having strong objectives in place
is in our view crucial for SSCs because this means the expectations of

the group are clarified.

Bringing set strategy to the next level, there should also be a clear
mechanism of how to achieve the objectives, otherwise strategy may
never translate into real life. We are pleased to say that most SSCs have
also clearly defined how to reach them.

: Strategy for SSCs

Objectives for the SSC were clearly defined _
5,4

Strategy to reach the objectives of the SSC 4,8

Specific measures to implement the strategy 4,5

43

Detailed and comprehensive implementation

plan (including milestones) for all measures
was defined MMM 3

Status of the implementation plan is 4,6
reguaryrevewed | 7
If the deviations from the implementation 43
plan are detected, the countermeasures are '
immediately took _ 4,7
The scale of answers: 1 — not at all applicable; 2012 CR & SR

6 — fully applicable.
yapp B 2014 CR& SR

It is worth mentioning that a hybrid sourcing strategy can be observed
among organizations, who set SSCs, where 33% of Czech and Slovak-
based SSCs have combined SSC and outsourcing provider arrangements.
Those SSCs who have the hybrid sourcing model state that they outsource
10% of the processes on average. A similar split between SSC-only
agreements and combined SSC and outsourcing providers are also
apparent from the global results. Both Czech and Slovak SSCs have

the outsourcing model, but it seems to be more popular in the

Czech Republic.

" Sourcing agreement

SSC only agreement B Combined SSC and outsourcing provider
arrangements (hybrid sourcing)

Moving towards Centres of Excellence 19



3. Organization, governance
and compliance in the SSC

SSC in the Czech Republic In genera!, we are plf'zasgd to say that organisation and governance is an
area that improved significantly over the course of 2 years, which we

and Slovakia are mostly believe resulted from diligent and highly developed strategies.

set as cost centres or
separate legal entities A detailed analysis of the SSC organisation shows that over one half of
SSCs are run like cost centres and 45% of the respondents are set up as
separate legal entities. Only one SSC in our region is run like a profit
centre. If the SSC is set up as a separate legal entity, it is likely that
the separate legal entity is expected to make a profit.

" SSC centre concept including the way in which costs
are allocated

%

As separate legal entity

0,
45% M cost centre
B Profit centre
Allocation of costs based When we examine how service pricing is set, we see two major service

pricing allocations with almost equal popularity. Allocation of costs based
on transactions is used by 55% of SSCs; whereas 45% of SSCs use
allocation of costs based on FTEs. There is no SSC in the Czech Republic
or Slovakia that would use market prices based on transactions. As the
processes covered by the SSCs are usually standardised to a high degree,
the allocation of costs based on transactions or FTEs is the most

feasible alternative.

on transactions is slightly
more popular than use
of FTEs as allocation base

" Service pricing

Allocation of costs, based on
45%
FTEs
Allocation of costs, based on
. 55%
transactions
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Almost 60% of SSCs have
comprehensive SLAs

in place, which is above
the global benchmark, but
a decrease compared to
2012 local results

Almost 60% of SSCs have reported that they have comprehensive SLAs
in place; furthermore, 40% of them review them regularly. Compared
to the global results, where only slightly more than 50% of companies
confirmed the use of comprehensive SLAs, our region is ahead

of the global benchmark in the level of attention they pay to this area.

However, when we compare this with the 2012 local results, which
revealed more than 70% companies with comprehensive SLAs, we
observe a downward sloping trend.

Comparing the Czech Republic to Slovakia, Czech companies seem to put
more importance in defining and updating their SLAs.

As SSCs globally shift towards a more rigorous conception of SLAs,

the opposite trend in our region comes as something of a surprise. One
of the possible explanations might be that SSCs are at a very advanced
stage of their development, operating well for a number of years,

the cooperation with the group is flawless, therefore the group and SSC
do not feel the need to formalise the collaboration or up-date SLAs.
Another explanation might be that SLAs in many cases were written very
generally, did not contain a description of the cooperation between the
customer and SSCs referred to as operational-level agreements, which
again led to lower usage and care given to SLAs.

In our opinion however, well-written SLAs are the ground s of good
cooperation and formalized duties and responsibilities serve as
a prevention and protect in first place SSCs from unrealistic expectations.

" Level of use SLAs

7%
No SLAs

12%

. 43%
Some SLAs in place
 E
C hensive SLAs in pl 14%
omprehensive s in place
. s
Comprehensive SLAs in place that 36%

are continually reviewed and
updated for changes in scope _ 36%

2014 CR & SR B 2014 Global
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End-to-end process One of the main trends coming out of 2014 survey is the shift towards
owners on the rise despite single end-to-end process ownership. This year 14% of all SSCs stated
the challenges associated that they have single end-to-end process owners assigned to processes.
Even though that is still a small fraction of all SSCs, it is a significant shift
compared to 2012, when only 7% of all SSCs stated that they have single
end-to-end process owners.

with end-to-end process
ownership

Regional results are aligned with the global outcomes, which further
confirms the ongoing move towards single end-to-end process ownership
with the same 14% of SSCs marking this option.

The advantages of end-to-end process ownership lay mainly in the
capability of the process owner to enforce change throughout the whole
process as opposed to incremental changes at assigned parts of the
process. Additional efficiency is realised through time savings resulting
from the ability of the process owner to decide without going through
endless negotiations with owners of process parts.

However, there might be some challenges associated with end-to-end
process ownership, as tensions between locals (retained organisations)
and SSC process owners or the tensions between SSC team leaders

in department-based organisations, which have to be overcome.

" End-to-end processes

End-to-end process ownership 7%
is unclear in the organisation [} 8%

Multiple process owners defined 41%

by activity and business entity ||| | N QD NG 25%

Single end-to-end process owner 38%

within each function or business
onit I 367

Single corporate end-to-end 14%
process owner [l 8%
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Some SSC build separate This year we added a question on responsibility for business

process improvement development/continuous improvement in SSCs, because we believe that
teams others leave it the organisation perspective of continuous improvement will be beneficial
on SSC heads to the readers.

It turns out, that one quarter of SSCs have a separate process
improvement team, e.g., Six sigma team, which identifies areas for
improvement and focuses 100% of their capacity on finding better ways to
operate. Additionally, 11% of SSCs put this responsibility into the hands
of the end-to-end process owner. 29% of SSCs leave the responsibility to
SSCs and the remaining 36% say it’s the duty of the functional leader or
functional process owner.

Interestingly, the response is not closely aligned with the size of SSCs if
we compare the results of SSCs of a size below 100 FTEs and SSCs with
more than 100 FTEs. According to our results, smaller SSCs also have
separate process improvement teams at the same ratio to the sample of
larger SSCs.

" Responsibility for the Continuous Improvement Process

An additional process improvement
team

End-to-End process owner - 11%
Functional / End-to-End team leader _ 25%
Functional process owner - 11%

Head of SSC

25%

29%
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SSCs which employed
continuous improvement
methods experience a long
term qualitative or cost
benefit

4. Continuous improvement in the SSC

The continuous improvement section measures optimisation efforts of
SSCs from the perspective of costs and quality of output over time. SSCs
that participated in the survey are strong in terms of looking for potential
optimisation in all those processes that are under their responsibility.
Methods that are used for the Continuous improvement program are
shifting slightly in a measured time from a single method as deployed by
Six Sigma towards numerous other methods, bringing faster results,
giving strong concentration on costs, such as Lean or Kaizen.

In general, all of the SSCs in the survey confirmed that they make a
significant contribution to the optimisation of the organisation as a whole
(5,1, with 6 being the maximum). The least favoured option is running
regular workshops on Quality Management. Also, most of the SSCs that
placed low emphasis on carrying out these workshops don’t have any
continuous improvement method implemented.

The continuous improvement environment is slightly more supported
within SSCs located in the Czech Republic, which on average indicated
even better results (0,2 points above the average).

" 8SC’s approach to the costs and quality

Our SSC regularly reviews its customer service
for potential quality improvements.

>
N

Our SSC regularly runs workshops on quality
management.

3,6

Our SSC is always on the lookout for potential
optimisation in upstream and downstream

processes even where these are not the SSC's _ 4,6
responsibility.

Our SSC is always on the lookout for potential

optimisation in all processes which are the SSC’s _ 51

responsibility.

Our SSC regularly carries out in-depth quality _ a4
analyses (e.g. as part of benchmark analyses). ’
Our SSC regularly carries out in-depth cost
4,5
analyses (e.g. as part of benchmark analyses).

The scale of answers: 1 — not at all applicable; 6 — fully applicable.
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SSCs keep making

a significant contribution
to the optimization of the
organization as a whole

Six Sigma is still one

of the most used methods
Jor continuous
improvement, but other
tools are on the rise

The value the SSCs contribute to the company as a whole is often
measured and analysed by most of the companies. The companies also
agree that innovations brought by SSCs in products and services provide
substantial support to the success of the whole group. This view persists
throughout last two years.

The value contribution is understood by most of the companies to be not
only about cost savings or a form of working capital improvement but also
as a service quality improvement.

When we conducted a comparison to the results from two years ago, it
shows a slight decrease in the need to regularly analyse the contribution
SSCs make to added value.

" 8SC’s value contribution to the organisation

SSC’s innovations in products and
services provide substantial support to
the success of the company as a whole

4,0

SSC makes a significant contribution to
the optimisation of the organisation as a
whole

SSC contribution to the company as a _ 38
whole is analyzed regularly !

The scale of answers: 1 — not at all applicable; 6 — fully applicable.

4,6

The most common tool for continuous improvement employed by the
SSCs is still the Six Sigma methodology answer given by 34% of
respondents; the usage of this methodology remained stable throughout
the last two years. Very few SSCs implement the more complex TQM
philosophy. Different continuous tools are, however, on the rise. In
comparison to the results from two years ago, companies started using
other improvement methodologies, mainly LEAN. This clearly is in
continuous use, either less or more systematically supported by the
companies.

" Deployment of tool for continuous improvement

45%
Six Sigma NN 34%
I 21%
83%
Total Quality Management [l 10%
7%
66%
Other I 17%
I 7%
Not employed [ | Being implemented and developed M In continuous use
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If we compare the Czech Republic to Slovakia, Six Sigma is slightly more
supported on the Slovak market, where 72% of companies claim to be using
this methodology or implementing it; while on the Czech market, it’s
confirmed by 45% of companies only. The Slovak market is also a stronger
supporter of additional methodologies, while 45% of Slovak SSCs claim to
have another methodology being implemented or having already in
continuous use. The Czech market shows only 28% of companies to have
other methods in use

SSCs that employ Six Based on the survey results, 52% of SSCs claim they made some

Sigma and Lean tools improvements, mainly automation and enhancement of IT tools and systems.
Additionally, some run cost-efficiency programs; another 24% made major
improvements. 94%