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Introduction
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Who We Are

ScottMadden is a management consulting firm with more than
40 years of deep, hands-on experience.

We deliver a broad array of corporate and shared services consulting
services—from strategic planning through implementation—across many
industries, business units, and functions.

Our knowledge, expertise, and experience are unmatched—no other
firm has helped more clients with more unique solutions.
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CORPORATE & SHARED SERVICES

Experience

Our experienced team has been a pioneer in corporate
and shared services since the practice began decades ago.
We employ deep, cross-functional expertise to produce
practical, measurable solutions.

We have completed thousands of projects since the early
'90s, including hundreds of large, multi-year
implementations. Our clients range across a variety of
industries from energy to healthcare to higher education to
retail. Our areas of expertise span the spectrum of middle
and back office corporate and shared services.

We help our clients with assessment, strategy, design,
implementation, technology, business case and roadmap,
governance, program management, and change
management.

Smart. Focused. Done Right.®
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Areas of Focus

FINANCE AND ACCOUNTING

We help companies transform their finance and accounting
operations. Through enterprise financial business services, strategic
centers of expertise, intelligent automation solutions, hybrid
insource/outsource delivery models, and other solutions, we help you
increase value for your company.

HUMAN CAPITAL MANAGEMENT

We offer HR transformation (including HR shared services), |A
solutions, analytics, HR systems (selection, implementation, and
optimization), process design and continuous improvement, talent
and employee engagement strategy and programs, and payroll—the
services your organization needs to excel.
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INFORMATION TECHNOLOGY

From IT assessments and strategic direction to governance,
cybersecurity, and risk and compliance management, we can help
your organization get the most out of its IT investment. We also
help you optimize your projects to focus on delivering business
outcomes not just installed technology.

MULTIFUNCTION/GBS

We move shared services to the next generation—integrating
finance, human resources, information technology, supply chain,
and/or other business services into a single, multifunction shared
services or global business services operation that leverages
intelligent automation and has effective governance and
management.

SUPPLY CHAIN

We assist clients across the full range of supply chain processes and
have the unique ability to create alignment between supply chain
and its stakeholders. From crafting new supply chain strategies to
restructuring your organization to improving your daily operations,
including intelligent automation, we help you with every step.

BUSINESS SUPPORT SERVICES

We help our clients improve service response to the business,
including through the integration of various administrative
services into their shared services model. Services often include real
estate, facility maintenance, fleet, security, sales and marketing,
insurance, customer service, research, and others.
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Corporate and Shared Services Capabilities

Assess and Plan

m Strategic alignment and planning
m Operating model alignment

m Feasibility analysis

m Benchmarking

m Statistical and analytical modeling
m Leading practices assessment

m Performance evaluation

m Project planning

m Leadership education and buy-in
m Staff evaluation

m Change readiness assessment
m Site visits
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Design

Current state analysis

Future state design

Business case development
Service delivery model design
Work scope delineation
Policy assessment

Intelligent automation strategy
Sourcing evaluation
Organizational design
Technology evaluation
Transformation planning
Implementation planning

Change management

Project management

Service and transaction center
build

Detailed organizational design
Staffing

Policy harmonization

Process redesign

Intelligent automation build

Technology design, selection,
implementation, and support

Education and training
Facility design and setup
Change management
Sourcing implementation

Metrics and dashboarding

- w“'
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Improve

Analytics setup and deployment
Operating model improvement
Governance

Service expansion

Cost reduction

Process redesign

Intelligent automation implementation
System enablement

Enterprise program development
Merger and acquisition integration
Field resource development
Voice-of-the-customer surveys

Metrics and performance

management
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Representative Clients

Retail and Manufacturing and Technology and

Consumer Products Industrial Communications
|

O oo ABE - AW

DOLLAR GENERAL

(<EEr)

BRAND,‘} SAFWAY

’ MITSUBISHI
A ELECTRIC

DURA

_ 2 ENPRO
g @ SEAGATE
OLYMPUS Georgia-Pacific

@’ngersoﬂ Rand SI E M E N 5

“;;é'!
D

&

scottmadden

MANAGEMENT CONSULTANTS

Spectrum»

T Mobile

Kom'l'su

171 MASONITE

Higher Ed., Public
Sector, Non-profit

AURA Q

@ Channel Islands
PaNDuIT '

m‘ruJ

THEBOARDOFPENSLON_’)
[y P ot e smcsmrren an cnsscucunny |

ofm The;

EMORY

UNIVERSITY

Energy and Healthcare Professional
Utilities Services

nu‘ﬁ{fé‘" Advent Heulth @7
l POWER
: N7
o aps- Adventist Health{\ A d ecco
== =
— — AmeriHealth EntradaGroup
Biack Hills Corporation ca:r"lnt'aé Mexico, Delivered
bp | —
HCA--
HoAY &
DUKE  Ketteringfe | E
@ ENERGY HEALTHg "
| exelon”  MOSAIC

RELIAS

Russell
Reynolds

ASSOCIATES

LIFE-CARE

D

SSMHealth

c

Note: Representative sample; not all-inclusive of clients served. Excludes numerous well-known clients due to confidentiality agreements
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Live Poll!

Where are you in your shared services journey?

A. 1 year or less post-implementation
B. 3-5 years post-implementation

C. more than 5 years beyond implementation
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Introduction

Leading Practices Shared Services Operating Model

Centralized portal and knowledgebase with robust search functionality

TIERO

Shared Services Center Delivery Model

@@ ®@—O—

Executives Portal TIER 1 TIER 2

Managers
Employees and B“yerg @ Advanced Issue
ploy Employees ’ ‘ Resolution Resolution/Complex

managers know Transactions

Well-defined
TIER 3 workflow and

where tO_ go for Email Generative Al
service 6/ Centers of hand-off points
@ Expertise

Vendors TIER 1

L Processing _ B
Processing Oy

Government
Agencies 1
Clearly defined roles Business Unit
and responsibilities that Support/Advisement

are aligned to the right

Virtual Agent/  Integrated
Chatbot Systems

Process improvement

channel of delivery driven by data
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Introduction

Benefits of a Shared Services Model

Improve Service Delivery Cost Control and Scalability
and Transparency = Skillset and work alignment

= Better customer experience = Economies of scale

= Standard processes = Automation of process

= Common model for expansion * Elimination of redundant work

» Performance metrics

End-to-End Accountability

* |Less rework caused by upstream
process issues

_ » Improved end-to-end process
* Improve compliance coordination

= Better decision-making = Focus on root-cause problem
resolution

Gain Control and
Leverage Data
= Improve reporting and analytics

&

scottmadden n
MANAGEMENT CONSULTANTS
Copyright © 2025 by ScottMadden, Inc. All rights reserved.



Introduction

Benefits of Shared Services — HR Benchmarks

Top-performing service centers operate more efficiently and provide a better customer experience.

Customer Experience in HR

First-Contact Resolution Average Speed to Answer Service Center Employee Turnover

scottmadden
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Introduction

Benefits of Shared Services — HR Benchmarks (Cont’d)

HR
shared services
organizations

, including
their employee
service centers.
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Employees per HR FTE

Employees per shared services

center FTE

. Top-Performer Group |:| Comparison Group
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Introduction

Common Challenges and Mitigation Tactics

COMMON CHALLENGES

Resistance

Lack of
Accountability

MITIGATION TACTICS

Strong, sustained leadership and
sponsorship

Executive sanctioning of the new
process

Stretch goals and aggressive timing
Effective measurement and rewards
Leveraging leading practices

&
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Lack of

Silo Mentality Standardization

Limited Innovation Poor Organization
and Stagnation or Skill Alignment

Customer participation
Work-focused; not functional teams

Removing current state service delivery
pathways (not aligned with future state) at
the first opportunity

Cascaded, frequent communication

Internal Focus

Limited
Current State

Willingness to spend time and
effort in evaluation of current
operations

Visits to successful operations
Detailed current state
assessments and future state
design
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Introduction

Opportunities Exist, Regardless of Your Maturity

Start-Up

Growth

Mature

= Policy harmonization

= Process redesign

= Service delivery model review
= Organizational structure

= Technology implementation

= Governance model

&
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Process redesign
Expansion opportunities

Leverage of leading practices
and benchmarks

Training and staff retention
Other technology investments
Multifunction integration
Governance clarification

Continuous improvement
Expansion opportunities
Customer satisfaction

Leverage of leading practices
and benchmarks

Career pathing
Technology optimization
Multifunction optimization
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Introduction

Shared Services Optimization Framework

Service Delivery Model

Strategy and Governance
Scope of Services

Scope Expansion Strategy
Sourcing Strategies
Customer Experience
Stakeholder Management

Policy and Process

Policy and Process Harmonization
End-to-End Process Orientation
Compliance with Policies and Processes
Documentation and Resources
Continuous Improvement Framework
Operational Processes

&
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Organization and People

= Organizational Structure and Staffing Levels
= Roles and Responsibilities
Staff Skills, Competencies, and Expertise
Staff Development
Career Pathing
Team and Organizational Culture

Technology and Data

Applications and Systems

Metrics and Success Measures
Reports, Dashboards, and Insights
Customer Portal and Self-service
Knowledgebase and Knowledge Management
Automation
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Service Delivery Model

Ensure the Right
Governance Structure
is in Place

MMMMMMMMMMMMMMMMMMMM

Evolve the Model

Consider Outsourcing
as a Strategy
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Service Delivery Model

Dealing with Strategic Changes

Changes in strategic direction are common as companies pivot to address market changes and pressures.

Are your SSC operations pivoting and evolving to meet strategic needs? Do you have the right governance in place?

Increased Value

® Are we continuing to

optimize and add value \\
through expansion and Acquisitions
integration?

0- - 0 While you were busy
: @ : building and stabilizing your

] Ny SSC, your company made
Outsourced Providers 0 Q acquisitions. Some of them

Outsourcing unstable or Shared may even have their own

disparate processes is never : Services SSC operations...
a recipe for success I

Are there processes that = - Is now the time to integrate
have stabilized under SSC ‘._ Are there outsourced Y/ them and their
control that would now be \ == processes that would standardized practices?
candidates for outsourcing? be better managed

by the SSC?

&
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Service Delivery Model

Establish Strong Governance

A governance structure drives increased engagement and accountability within the shared services organization,
creates an overall mechanism to manage and prioritize issues/opportunities, and adds visibility for leadership.

&
.

Post-implementation Governance Focus Key Considerations

Manage requests for future policy, process, or technology

Match the governance structure to the potential for issues
customizations

— Small potential for differences = less formal and structured
Manage requests for different employee populations to be e

treated in a different manner — Large potential for differences = more formal and structured
.. governance

Uncover and address service issues :

Incorporate customers and partner representation

l\/lake C”tlcfal deqsmns and setl action |ten'llst.regard![ng changes — Allows customers to influence direction of the service center
Q) BERRIs QIF SR, NS S SIS [OfpllEns, Bie. and ensures responsiveness to business needs

Establish criteria for evaluating issues and making decisions

Perform scheduled reviews of the performance metrics

&
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Service Delivery Model

Governance vs. Execution

Governance Layer

Identify and prioritize the list that needs to be worked Company

= Thematic issues R
» Prioritization of focus

» Status of existing enhancements

» Maintenance of cross-functional discussion/partnership

Business
Customers

Execution Layer

Support, assign resources, and drive completion against the list

» Dividing the work/issues to be resolved across the teams

» |dentifying and documenting the steps to achieve/complete
resolution on the issues

» Driving and executing on the fixes/improvements

» Providing status updates back to the governance layers

&

scottmadden

MANAGEMENT CONSULTANTS

-

A

\_

Shared Services
Leadership

Shared Services
Operational Leaders

N

J

Continuous
Improvement

Customer Care

Tier 2
Functional
Groups

End-user
Technology
Support
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Service Delivery Model

Continue to Drive Scope up the Value Chain

TIER O TIER 1 TIER 2 TIER 3

Centers of Expertise

HRSSO Examples:

Employee Relations
Labor Relations

m Generalist Support Specialist Support
Organizational Effectiveness

M&A Support

® Basic and frequently asked questions ® Complex issues ® Design of policy Business Analytics
® Routine queries and reports ® Trouble shooting ® Policy exceptions
® Simple transactions

75%-80% 15%-20% 0%-5%

of volume handled of volume handled of volume handled

&
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Service Delivery Model

End-to-End Process in Service Expansion

Hire-to-Retire

# Talent Acquisition ) ]
Consider employee-facing

| Onboarding work from an end-to-end

Workforce Administration VieW to:

|
Bl « Reduce handoffs

' - Drive consistency in

Leaves

service
Enhance the overall
Workforce Development Customer experience

Retirement Management

Terms

Offboarding/Exit Kits

scottmadden m
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Service Delivery Model

Service Migration Approach

Identify Assess Migrate Finalize

= |dentify the pockets of = Consider the evaluation = Complete work across = Assess how the function
transactional work criteria workstreams, as is performing post-
across the organization - Fit and complexity needed by function migration
tr}?t could fd”‘t’ﬁ further - Level of effort - Revise roles = Establish baseline
ce)rgl;ce;llﬁir;?’:io%ranz better - Cost savings - Setnew metrics .
customer Support = Determine the timeline Orgamzatlon " Crea_te reportlng and
for migration structure and metrics
: o staffing
) Bgteermlne the migration - Determine facilities
needs

- Improve processes

- Revamp
S technology

scottmadden E
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Service Delivery Model

Advantages and Disadvantages of Growth

&
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Advantages of Growth

® The shared services model works to:

— Improve service delivery
— Lower total costs
Economies of scale
Synergies (e.g., onboarding of new employees)

Standardization of processes and elimination of
redundant processes

Shared technology
Shared management and administration
Cross-training

Additional advancement opportunities for shared
services employees

Improved customer service
Allows business units to focus on core processes

Disadvantages of Growth

" Investment requirements — upfront costs to
transition and centralize technology, staff,
equipment, and facilities

" Additional bureaucracy
" Size can hamper responsiveness

® Requires broader technical expertise at the top to
manage additional functions

" Perception of kingdom-building

® Potential impacts to employees currently
performing the work

Despite potential disadvantages, a
successful shared services organization
must continue to grow, evolve, and
demonstrate additional relevance.
Failure to do so will lead to stagnation

Copyright © 2025 by ScottMadden, Inc. All rights reserved a



Service Delivery Model

Consider Outsourcing as a Strategy

Outsourcing is an effective strategy employed by many (if not most) shared services organizations. Choosing the
right time to outsource is critical to the strategy’s success.

Benefits to Outsourcing

Outsourcing can reduce operational costs,
including labor, infrastructure, and overhead expenses

Gain access to specialized skills and
expertise not available in-house

Allows the organization to focus CAUTION

on core business functions and strategic initiatives Outsourcing unstable or disparate

Easily scale operations up or down based on processes transfers the problems
business needs without the burden of fixed costs elsewhere; control may be limited

Outsourcing to specialized providers
often leads to increased efficiency and productivity

in an
ey outsourcing strategy, freeing up resources and focus for new opportunities and challenges

scottmadden m
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Service Delivery Model

When Is It Time to Reconsider Your Outsourcing Arrangement?

Enduring a painful and ineffective relationship with your outsourcing provider leads to ongoing challenges and
potential loss of goodwill from your customers.

@ Signs that your outsourcing relationship is in trouble:

Poor Communication Security Breaches
Quality Issues Dependency Risk

3

Missed Deadlines Cultural Misalignment
Cost Overruns Legal or Compliance Issues
Lack of Flexibility High Turnover

Customers will not differentiate between services provided by your SSC and those provided by your external
BPO providers. Addressing issues with these providers is critical to the overall success of your operation.

&
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Evolution of the HR Service Delivery Model and Al’'s Impact

¢
B

Discuss HR Model Consider Impacts of
Evolution Al on HR Activities

scottmadden
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Evolution of the HR Service Delivery Model

Service Delivery Model Evolution in the Age of Al

As we anticipate the effects and impacts of Al on service delivery, consultancies have published various views on the evolution
expected within the HR service delivery model. Preparing for the future can be challenging amidst this landscape.

The Gartner Al-infused HR operating model

HR
business
partner

Center of
excellence

People .
Partner Design principles

Pod F @ Al-first, customer
d s centricity, constant
innovation, and h

dynamic deployment D mduct
Managers

Business /' Business

Gartner. Problems £

s s ;i Exemplary Target Interaction Model
The Systemic HR™ Maturity Model ! g bl
HR customers People operations  Personal support Functional expertise
platform
Systemic & Problem-Oriented

o,
HR operates like a consulting firm 11% source: TI PEOPLE = HR customer-facing communities

People Taent acquisition |

orh operations o
Solution-Centric ada i Taler development |
21% avbrab

HR operates like a product organization Advisory and ! o |

administration

D Enterprise-serving communities
@ Efficient Service Delivery 29%

HR operates like a support function Project portfolio management

R Leadership
partner ‘Compensation and benefits

- ‘

Transactional Compliance 39% Diversity, equity and inclusion |
N : o

HR operates like a cost center HR analytics ‘

ent g advisor ‘

HRIS platform

Josh Bersin, 2023 Mercer, 2025

&
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Evolution of the HR Service Delivery Model

Evolving Roles in the HR Service Delivery Model

Several of the new model constructs introduce new roles and focus areas; however, there are similarities to how we
talk about HR service delivery. The models require different ways of organizing talent, approaching problems, and
leveraging Al.

Role Similar to Future Focus

. Own end-to-end HR products and services (e.g., total
Product Managers Cgl:tir :’LEXPG”'SOG‘ (COE), ) rewards, talent management, recruiting). Ensure they meet
obal Frocess Uwners business and employee experience needs.

Apply cross-functional expertise in agile forums to analyze

workforce and business challenges, develop solutions, and
) deploy strategic projects and programs. Priority is

engagement with the business and customer experience.

Problem Solvers HR Business Partners

Manage delivery and experience of HR services through

Service Managers HR Shared Services ) digital platforms, self-service, and automation. Can be shared
services, managed services, or hybrid.

Al Foundation underpins operations, automating transactions and increasing scale and insights across all layers.

&
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Evolution of the HR Service Delivery Model

Themes in the Latest HR Models

HR is built on a scaled digital backbone where Al automates, triages, and informs work.
Strong data, Al, and system integration
Digital platforms handling routine interactions
Self-service and automated workflows

. HR work is team-based and interconnected.
Cross-Functional , ] _
HR Delivery Reduction of functional silos
Work organized around business problems, journeys, or solutions
A
E%E
Q

Al- and
Data-Enabled

Product/solution ownership and continuous improvement

HR becomes a flexible resource pool, where expertise moves where priorities are highest.
Dynamic deployment of HR talent
Agile pools, communities, pods, or solution teams
Broad, evolving HR skillsets including consulting, analytics, and tech fluency

. HR is designed around managers and employees.
Experience- . . ,
. . HR constructed around employee/manager interactions and experiences
Driven Design

Deliberate use of digital vs. human support to create a seamless, consistent experience

Fluid, Flexible
HR Structure

Business- and Focus on measurable business impact and value-based prioritization

% HR is designed to deliver business outcomes: performance, capability, and productivity.
<<E>> Outcome-Aligned

Manager enablement as an outcome lever

Copyright © 2025 by ScottMadden, Inc. All rights reserved. m




Evolution of the HR Service Delivery Model

What Experts Say About Product-Based HR

Developer Insight

HR faces a "dual squeeze” of rising
expectations with limited
resources, capacity, and skills.

Product thinking adapts core IT

principles to redirect HR toward

user needs, business outcomes,
and end-to-end solutions.

Starting with user problems rather
than internal HR programs or
processes leads to meaningful,
visible value

Small, iterative changes starting
with a single HR role allow faster
learning and lower-risk adoption.

&
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External Perspectives

A shift from service-first to product-
first enables HR to move beyond
firefighting toward proactive,
scalable, value-adding work.

Employees expect consumer-grade
speed, usability, and
personalization, pushing HR
toward EX-led design.

Co-creating solutions with
employees strengthens relevance
and adoption by grounding
products in real user needs.

Designing around employee needs,
not HR’s internal processes, can
reduce friction, lower ticket volume,
and improve overall effectiveness.

Sources: Applaud, Evolving HR Operating Models: From Ulrich to Al-
Driven HR (2025).

CIPD, Do current HR operating models serve future needs? (2024).

FlexOS, Volker Jacobs: "To Flatten the Trough, HR Must Become the

Product Team” (2025).

Risks/Limits

Capability gaps (e.g., product
management, service design,
analytics, and digital fluency) can
limit the effectiveness of new HR
operating models.

Structural redesign alone rarely
improves performance; poor
processes, unclear accountabilities,
and weak alignment are the key
failure points.

Organizations need models tailored
to their specific context, based on
real business needs.

Any shift requires a compelling case
for change and a clearly better
alternative, supported by disciplined
implementation.

The Hackett Group, Driving HR Performance with Gen Al (2025).

KPMG, Smart Tech with human touch: The future of HR with Al (2025).

Talent Strategy Group, It's (Still) the Mortar Not the Bricks (2024).

The Ready, From Service to Product: A Smarter Way for HR to Work

(2025). Published on Medium.
Copyright © 2025 by ScottMadden, Inc. All rights reserved.



Evolution of the HR Service Delivery Model

Key Considerations

K —
K —
K —

Don’t underestimate the level of change
management and training that will be
required to implement the new model.

Most HR functions are progressing in
the agile skills required for this model.
The cultural shift in mindset is very real
and can be overwhelming in current
structures

Many organizations are not structurally or
culturally ready to move from a hierarchical
to networked, cross-functional HR delivery
models. This has implications on the
organization of the whole enterprise

Governance frameworks must be
established before scaling automation
to manage Al risks around bias, facts,
processes, and employee trust.

Many technology solutions promote a
technology-first standpoint. HR leaders
should think about this as experience-led
and human-augmented with Al supporting
HR processes.

Be careful positioning Al as a
replacement for human interaction. HR’s
value is enabling empathy, connection,
decision making and culture

Copyright © 2025 by ScottMadden, Inc. All rights reserved. m




Evolution of the HR Service Delivery Model

HR Activity and Al Analysis Overview & Qe

Background

Work activity data from nine prior HR clients (2022-2025) was compiled and mapped to a standardized HR activity taxonomy. Each
activity was assigned two characteristics:

® Al Automation Potential (High, Medium, Low, None)

®  HR Service Delivery Model Tier

The combination of these two characteristics was the basis for the savings estimates in this study.

Addressing Different Al Adoption Levels

To quantify savings potential across Al maturity levels, the analysis was applied across levels of adoption:

" Laggard: An organization that adopts Al slowly due to regulatory constraints, legacy systems, limited budget, or risk-averse
culture. Laggards lack foundational readiness in data, governance, and sKkills, which delays experimentation and adoption

Likely: An organization progressing along a typical adoption curve, implementing Al as it matures in enterprise tools and as
business cases emerge. Likely adopters show moderate readiness but rely on external developments to guide their Al
trajectory

Leading: An organization with a clear Al mandate, established investments, strong data infrastructure, and a mature
governance model. Leaders actively experiment, rapidly scale adoption, and build workforce capabilities to leverage Al
responsibly and strategically

&
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Evolution of the HR Service Delivery Model

Al Adoption Levels Drive Meaningful FTE Savings

Median Savings: 19%

Laggard 13% ' 21%

Higher Al
maturity

correlates with - Median Savings: 31%

higher realized L I ke Iy 24% & 36%
FTE savings

across HR

organizations.

Median Savings: 39%

Leading | 31% ) % (439
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Evolution of the HR Service Delivery Model

Al Automation Potential Varies by HR Subfunction

HR Subfunction Median FTE Savings by Al Adoption Level

CeneralManage e reci oo, I B T
. . 21% 14% (36%) 6% (42%) = :
and Special Projects - This chart illustrates the
Recruiting and Staffing 13% (32%) 8% (39%) percentage of work

within each HR

. . automatable—i.e.
Employee Relations, Labor Relations _—- . =
and EEO o% 9% (18%) | 8%(26%) automation potential
Occupational Health and Leave e relative to the subfunction
Administration 10% 5% (19%) itself.

HR Strategy and HR Related Project onan | Example: Workforce
Management - : .
Administration has the highest

Compensation 8% (14%) 7% (21%) automation potential, meaning

much of its work can be

- % % (15% % (20% automated, even though it ma
HRIS/HR System/End-User Support [ NI 5% 0% TE Savings Potential - Laggard zutomatsd sverthot it mey

Learning and Development 7% (11%) | 7% (18%) - Add!t!onal Sav!ngs Potent!al - L'kel\_/ of totat HR workload:
m Additional Savings Potential - Leading

() Total Savings Potential

&
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Evolution of the HR Service Delivery Model

Highest Al Savings Are Driven by Both Automation Potential and Scale

HR Subfunction
Recruiting and Staffing

General Management, Administrative, and Special Projects
Benefits
Workforce Administration

Payroll (If Applicable)
Using the “Likely” scenario, and

HR Strategy and HR Related Project Management considering FTEs within HR as a
whole, we are seeing the order
Employee Relations, Labor Relations and EEO shift because of where most HR

resources exist today.

Learning and Development

Diversity - 2% So what? Understand both the
potential for Al's impact within
HRIS/HR System/End-User Support - 2% a function, but also how many
folks you have performing that
Compensation - 2% function.

1% B Total FTE Impact

Occupational Health and Leave Administration

@ *Due to minimal differences across adoption levels, percentages
scottmadden were derived using Median Al Enabled FTEs for “Likely” Clients m
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Evolution of the HR Service Delivery Model

Subfunction Deep Dive — Recruiting and Staffing

Average FTE Savings by HR Process

I 242%
Recruiting - Pipeline | NN 30%
T as%

I, 229%

Variable Workforce (temporary,
freelance, and contract employees)

I 6%
T as%

I 232%
Onboarding/New Hire Process | I 37

Relocation

Recruiting - Experienced Hires [ NN 13%
I 21%

Workforce Planning Al Adoption
® Laggard
m Likely
Expatriate Administration
B Leading

&

scottmadden
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Overall Average FTE Savings

40%

32%

19%

Laggard Likely Leading

*Percentages derived using actual data from previous HR clients .
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Evolution of the HR Service Delivery Model
Subfunction Deep Dive — General Management and Administrative

Average FTE Savings by HR Process

Administrative Activities

Overall Average FTE Savings
70%

44%

38%

0%
Management Activities

10% 23%

Al Adoption

Special Projects ® Laggard

m Likely

10%

Leadi
o eading Laggard Likely Leading

&

SCOttmadden *Percentages derived using actual data from previous HR clients

MANAGEMENT CONSULTANTS . N
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Evolution of the HR Service Delivery Model

Subfunction Deep Dive — HRIS/HR System/End-User Support

Average FTE Savings by HR Process

HR/Payroll Technology Administration
and Reporting

Overall Average FTE Savings

35% 17%

0%

12%

HR/Payroll Technology Standards,
Procedures, and Security

10%

5%

0%
Al Adoption
End-User Training ® Laggard

m Likely

14%

Leadi
o eading Laggard Likely Leading

&

SCOttmadden *Percentages derived using actual data from previous HR clients
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Evolution of the HR Service Delivery Model

Subfunction Deep Dive — Payroll

Average FTE Savings by HR Process

Manage Pay

51%

Time and Attendance

47%

Al Adoption
Process Payroll Taxes ® Laggard

m Likel
41% Y

B Leading

&

scottmadden
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Overall Average FTE Savings

49%

39%

25%

Laggard Likely Leading

*Percentages derived using actual data from previous HR clients .
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Evolution of the HR Service Delivery Model

Subfunction Deep Dive — Workforce Administration

Average FTE Savings by HR Process

Answer/Resolve Basic Questions

70%
Overall Average FTE Savings

58%

Workforce Data Administration

51%

63%

32%

General Workforce Admin Processes

54%

Al Adoption
m Laggard

0%

Provide Advisory/Strategic Support

m Likely

10% B Leading

Laggard Likely Leading

&

SCOttmadden *Percentages derived using actual data from previous HR clients m
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A Quick Check

Where would you place yourself on the Al journey and expertise at the moment?

I've seen the | have engaged
articles, but with it personally,
haven’t engaged but without real

with it significance

&

scottmadden

I, or my team,
have engaged
with it and have
started to
evaluate use
cases

| have tried use
cases, learned,
and proceeded to
adjust my use
cases, or
expectations, as
a result

| have tried
several use
cases and have
learned a few
things

Copyright © 2025 by ScottMadden, Inc. All rights reserved. m



Evolution of the HR Service Delivery Model

So This is Easy, Right? — Al’s Adoption Is Still a Challenge...Why?

While SSO .investment is flowing into Al, What is preventing/slowing down GenAl adoption within SS0/GBS?
there are sizable hurdles to overcome ) i
Internal capability /.
Data quality & availability .-//

Opportunities with ROI

Budget constraints

Data privacy, bias, ethics ’

#1 Shared Service Investment

Generative Al i

Lack of understanding about Generative Al benefits

Complexity of Al implementation and integration .

-
Regulatory and compliance concerns ‘ 1
P
y

Technical infrastructure limitations
Intellectual property and legal considerations

Cultural resistance to Al adoption within the organization

External partner knowledge .

=
-
Insufficient support from leadership for Al initiatives o

SSON Research & Analytics” State of Shared Services & Outsourcing Industry 2025 Other ‘

&

scottmadden n
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Evolution of the HR Service Delivery Model

Most GBS and Shared Service Organizations Are Self-Starting

Interest exists...but application and planning remain a challenge. Most organizations remain in early stages.

Recent survey of GBS organizations highlighted
where they place importance of Gen Al in driving their =\
future business...

0% 60%

Highly critical _ 51%

Moderately critical _ 26%
Somewhat critical - 8%

Slightly critical - 10%

Not critical at all . 5%

[ ]
51% of shared services

organizations believe that
GenAl is HIGHLY CRITICAL!

&

scottmadden
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...but most don’t have a roadmap for how to engage
and address, with many looking internally to start

Do you have a roadmap
in place to support
learning about GenAl?

How do you plan to adopt
Gen Al practices?

0% 50%

Upskill an internal team _ 44%

Partner with an implementation company (e.g., consultant) - 18%

Partner with a vendor - 16%

Hire someone to lead the implementation with relevant skills/experience - 11%
Other - 10%

Copyright © 2025 by ScottMadden, Inc. All rights reserved.



Evolution of the HR Service Delivery Model

So Considerations in Technology, Process, and People Is Key

The evolution and
impact of Al has to be

factored into your O

technology, process, o
; O-

and people in order to

extend your shared

service impact

Bih

scottmadden

Defining your technology strategy, understanding your data
and data quality, and assessing how much to do on your
own versus wait for your key platforms

Getting specific with your process opportunities, helping
your HR teams (and clients) think differently about Al within
an existing process

Introducing Al to your people, developing (and recruiting) for
the skills necessary to adopt, diffuse, and embed Al into
your operations

Copyright © 2025 by ScottMadden, Inc. All rights reserved. n




Getting Ready for Al

Best Practices and Discuss Supporting
Common Pitfalls Technologies

scottmadden
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Getting Ready for Al

Successful model deployment involves collaboration between data scientists,
engineers, and DevOps teams and functional experts.

Containerization e /
Use container technologies like Docker to Implement robust monitoring and \
package your model, dependencies, and logging to track model performance,
environment. This ensures consistency resource usage, and errors. Tools like \
across different deployment environments. Prometheus and Grafana can help. ~

Scalability
Design your deployment pipeline to
handle varying workloads. Consider using

orchestration tools like Kubernetes for @ -
auto-scaling. @_ _—— —@— —_— -
- —

-
-
RO,
-

Version Control

-~ - Keep track of model versions and
% ,@ ensure reproducibility. Use Git or
\\ ”, other version control systems.
y Health Checks
Set up health checks to .
verify that your deployed G Securlty

Secure API endpoints with
authentication and authorization
mechanisms. Avoid exposing
sensitive data.

model is functioning
correctly. This helps prevent
serving faulty predictions.

scog:madde‘_q

h ®
\ oy
-

J -
= -

/ A/B Testing
@ Deploy new models alongside
V4 existing ones and compare their

performance using A/B testing.
Gradually transition to the new
model if it performs better.

Continuous
Integration/Continuous
Deployment (CI/CD)

Automate model deployment using
CI/CD pipelines. This ensures
smooth updates and rollbacks.

46
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Getting Ready for Al

So Where Does That Leave Us? — Engaging in Pilots

With great interest but limited roadmaps - the industry is left with either engaging in pilots and “figuring this out” or waiting
for out-of-the-box Al solutions.

Number of GenAl Projects in Shared Services ... Or Considering Buy vs. Build (wait for out-of-box solutions)
70% =1 to 5... But, trending upwards

Talent Acquisition

2023 @ 2024
51% 14%

B Screens resumes; schedules interviews 0

8% 40% 3% 12% 8% 7%

30% 28%

Workforce Management

B Predicts hiring and staffing needs based on
seasonality and other external factors

Smart Document Capture

. B Language capture and document classification

& B Selection of right process workflow
6-10 =10

Service Desks

B Connect the dots for agents by suggesting
relevant tasks/content to resolve issues faster

scottmadden
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Getting Ready for Al

Engaging in Pilots Means Overcoming Three Al Hurdles

Build momentum through quick wins while simultaneously establishing foundational Al capabilities like data

management and governance.

The main challenges companies face when trying to
launch Al pilots and programs:

C Limited Al Understanding: Many teams lack a
practical understanding of Al capabilities and
struggle to identify valuable applications.

«w Stalled Innovation Progress: The emphasis on
T4 risk avoidance can stall innovation, preventing
companies from implementing new Al capabilities.

Data Bottlenecks: Data access and ownership
challenges become roadblocks, delaying critical
innovation initiatives.

&

scottmadden
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How to overcome these challenges and build an initial
Al roadmap:

» i
» 5

» g

Deploy rapid prototypes and showcase vendor
offerings: This builds awareness and helps teams
identify meaningful opportunities for Al applications

Create safe pilot environments: These environments
enable learning and experimentation with Al while the
overall governance program matures

Leverage synthetic data: Using data that mimics your
existing data enables you to bypass data governance
and security concerns

Copyright © 2025 by ScottMadden, Inc. All rights reserved. n



Getting Ready for Al

How to Think About Your Use Cases

As you consider pilots, there is also value in thinking about your use cases...

High

Degree of Data Readiness
and Availability

Low

This is the earliest and most
common use case across all
organizations we have seen

* KB Search Q&A

¢ Case Summaries

¢ Virtual Assistants o

Employee Search Capability

Other Candidates

Non-Standard Letter
Simplification
Customer Record
Creation

Performance Coaching
to Managers

Personal Assistant to
Navigate Careers

Employee Career
Pathing and Skill Set
Matching

Interpret Customer
Sat. Comments

Job Leveling
Recommendations

Low

&

scottmadden
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Degree of Accuracy High
Required

What your use cases should tell you (individually
and collectively)...

m Data readiness and availability is critical to making
something production-ready (i.e., real impact)

m Focusing on uses and intentions that are
complementary/supplementary to your work but
don’t require 100% accuracy (e.g.,
recommendations, insights delivered to a team)

m High volume and positive service impact move
garner attention and move the needle for
subsequent resourcing

How has GenAl Impacted Customer Experience

46%
34% Moderately
Significantly improved improled
(e.g., reduced workload,
enhanced skills) 20%

No impact

Copyright © 2025 by ScottMadden, Inc. All rights reserved. m




Getting Ready for Al

Assess Readiness Before Moving into Production

ul Data Ready

Core fields mapped to source
systems

Data gaps identified and categorized
Pipeline design completed
Data quality rules defined

Refresh frequency determined

Readiness Status

100% Complete

&

scottmadden
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%, Tech Ready

Architecture design validated
Security review completed
Integration patterns tested
D Performance benchmarks met

D Disaster recovery plan approved

Readiness Status

66% Complete

2% People Ready

Executive champions identified
Power users selected and engaged
Training materials developed
Success metrics defined

[:] Change management plan executed

Readiness Status

83% Complete

Copyright © 2025 by ScottMadden, Inc. All rights reserved. m



scottmadden 1. Insufficient Data Quality 5. Choosing the Wrong Algorithm
HANAGEMENT CONSULTANTS Using poor-quality or incomplete data can lead Selecting an inappropriate algorithm for

to inaccurate models. Ensure your training data your use case can hinder performance.
is clean, relevant, and representative of the Understand the strengths and limitations
problem you're solving. of different GenAl approaches.

2. Overfitting 6. Inadequate Model Evaluation
Over-fitting occurs when a model performs well Properly evaluate model performance
on the training data but poorly on unseen data. using relevant metrics. Avoid relying solely
Regularization techniques and validation sets on accuracy; consider precision, recall,
can help prevent this. F1-score, etc.

3. Ignoring Ethical Considerations 7. Ignoring Deployment Challenges
GenAl can inadvertently learn biases present in Deployment involves integrating GenAl
the data. Be mindful of fairness, transparency, into existing systems. Consider scalability,
and ethical implications when deploying models. latency, and maintenance requirements.

4. Lack of Explainability 8. Not Involving Domain Experts
Black-box models can be challenging to Collaborate with domain experts to
interpret. Prioritize models that provide insights validate model outputs and ensure they
into their decision-making process align with real-world expectations.

A -_l A

Common Pitfalls and Risks

Copyright © 2025 by ScottMadden, Inc. All rights reserved.



Al and User Experience in Processes

Augment Process with User
Experience Design and
Proactive Al Design

scottmadden ﬂ
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Al and User Experience in Processes

Process Improvement — The Next Step

As your shared services organization matures and continuous improvement becomes a larger action area, it’s time
to take a deeper look at processes that need attention. While this might involve designing processes that are added
to the SSO’s function, it could also be focused on improving processes you already have.

Incorporate UX Design
Drive processes with the end-user in mind

Design New Processes
Processes that are added to the scope of
the SSO because of evidence of success,
trust, or a previously planned transition

Redesign Existing Processes
Processes conducted by the SSO today,
including the particularly tough ones

Leverage Al for Process Execution
Look to replace manual or system-based processes with Al

&
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Al and User Experience in Processes

Adding User Experience (UX) to Traditional Process Design

User experience is different from the traditional assessment and solutioning approaches. While still process-
oriented, the customers are the focal point of the evaluation as opposed to the practitioners.

Traditional Assessment/Solutioning User-Experience Assessment/Solutioning

= Volume and process data User-experience surveys (process focused)
= Stakeholder (practitioner/SME) interviews Customer interviews

* Process maps (visualize process) Journey maps (visualize customer actions
and pain points)

Executive Summary End User Experience - Improvement Opportunities

VvOoC Survey Dashboard To remediate current state pain points, below are potential elements to improve the customer
experiel with ing their bankruptcy filing.

OverallSstisfacion Mesn Seora. Overall HR Satsfaction Banchmark
g W ix

End User Experience — Future St

scottmadden m
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Al and User Experience in Processes

Include Users in Design!

A well-designed customer journey map, by

persona (leaders, employees, etc.), is a great k
way to understand the user’s pain points, iy
actions, and emotions. :

&
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Al and User Experience in Processes

User-Experience Design Key Steps

Service Blueprint

Define Personas and } Construct Journey
Collect Information Maps by Persona

Planning and research on users is the Journey maps highlight the user Service blueprints provide an
foundation of rethinking the process. experience, pain points, and extra level of detail to support a
Define the key stakeholders, or personas opportunities for improvement. user journey map.

Collect data on the process; e.g., case data, Break the process into high-level steps Add detail on customer actions, front

customer satisfaction results, and administer Rate experience at each step stage actions, backstage actions, and

support processes
process surveys Call out key pain points SR

Interview 3-5 people per persona

Personas & Journey Maps: Identifying Customer Pain Points
QUOTE: “The ? p—

Journey and Experience Ratings

ELkbk

User-experience design should be incorporated into the traditional process design approach.
Layer the journey maps into future state process maps before finalizing processes

scottmadden E
MANAGEMENT CONSULTANTS
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Al and User Experience in Processes

Personas and Journey Maps: Identifying Customer Pain Points

LEVEL: Manager “The vendor and website are | “To be able to recover Self-service capabilities

not helpful, so | just call our without concern over the Single point of contact
OCCUPATION: Sales internal helpdesk regardless | LOA process and my LOA

: SO Clear, simple process
of my question.” application status.”

Leave of Absence Process: (High-Level)

Pre-Leave Pre-Leave Pre-Leave Mid-Leave
o o e Return to Work
Application Initiation Communications Process
3. Instructions were
and made it
confusing to understand

who | was supposed to
talk to about RTW.

[
(3}
c
()
=
o
Q
X
w

1. The

2. | didn’t receive the decision until |
went out on LOA. The denial notification was also a
and unhelpful regarding next steps.

, and when | called the

contact center,

and
bounced me around.

@ o Positive Neutral o Negative Challenge Description

scottmadden
MANAGEMENT CONSULTANTS N . 57
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Al and User Experience in Processes

Process Example: Sourcing and Screening

Process Redesign Imperative:
Where can Al increase speed and eliminate work across this process?

Complete
application

Screen for
technical skills Interview?
& experience

Interview &
Selection

Screen
applications
for minimum

quals
HRIS /ATS

Job
Requisition &
Posting

Present to
Manager

Screen for
preferred Conduct phone

qualifications screen

&
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Al and User Experience in Processes

Process Example: Sourcing and Screening

Al can support interview plans
Complete through development of role-
application specific scenarios and can
evaluate and compare

responses

Screen for
technical skills Interview?
& experience

Interview &
Selection

Screen
applications
for minimum

quals

Job
Requisition &
Posting

Present to
Manager

HRIS /ATS

Al can transcribe and analyze
Screen for phone screens. Al can
preferred _ Conduct phone evaluate transcription against

qualifications screen evaluation criteria

Al can parse resumes, match
skills and experiences to job
requirements, and rank and

@ filter candidates

scottmadden m
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Al and User Experience in Processes

Process Example: Performance Management

Process Redesign Imperative:

Where can Al increase speed and eliminate work across this process?

Complete self-

assessment

Review team,
identify gaps,
develop plan

Complete Provide
manager rating for
assessment Employee

Comment on
performance

Consult with
manager on sKill
gaps / tactics

Guide
managers on
process

Resolve open Collate themes
reviews, and findings for
close cycle enterprise

Start
performance

review cycle

> T |

scottmadden m
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Al and User Experience in Processes

Process Example: Performance Management Enabled with Al

Al can help employees and
managers aggregate info from the
year (e.g., projects, learning records,

Complete self- certifications, goals)
assessment

Al can recommend
performance ratings based on

7 objective criteria

Complete Provide Review team,
manager rating for Co:rrrsn:]on identify gaps,
assessment Employee periormance develop plan

Consult with
managers on manager on sKill
process gaps / tactics

Guide Al can flag comments and
notify HR based on sentiment

Resolve open Collate themes
reviews, and findings for Al can collate and summarize

Start
performance

review cycle close cycle enterprise themes

Al can automate and apply
operational and content flags

scottmadden m
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Al and User Experience in Processes

Service Blueprint: How It Works

The key elements in every service blueprint include:

Customer Actions

Actions completed by the customer or
actions/notifications resulting from other parts of
the process (e.g., “Receive LOA decision”)

Pre-Leave Application Pre-Leave Initiation Pre-Ls?avg
Communications
15 days

Time 510 min 510 min

Evidence MyHR Fortal Case Log Email Vendor Website

o Customer VisitMyHR __ ContactMyHR __ Apply for LOA
Actions with questions. /STD

Frontstage

Line of Interaction

Vendor uses maximum allowable time
Employee to make LOA decision, causing most

Actions from the customer support or technology
interfaces (e.g., direct access) that the customer
can see or interact with

employeesto go on LOA weeks

Actions before decision is received.

Technology S;EP"CT"’:Q
, Cha

FRONTSTAGE

Backstage Line of Visibility

Actions from customer support, vendors, etc. that

L. Contact Center or
are not visible to the customer but support the e e sl
frontstage activities

Line of Internal  _ Over 90% of employee inquiries are
Interaction escalated to the LOA Team or vendor.

v
Vendor Website . 3

o or Contact l\./ce)gd’:r F‘?ev;ew date notif

Center PRricaion and L

Support Processes

Processes that support the internal team or
vendors in supporting the service delivery

&
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Future Skills for HR

Evaluate
Competencies and
Upskill Staff — An
Eye to Al

scottmadden
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Future Skills for HR

Skills Required in the HR Function of the Future

Data-Driven Problem-Solving Platform & Digital Service Management
Skills HR becomes a problem Skills HR Services becomes responsible
solver focused on diagnosing for digital workflow design, platform

issues using evidence — not experience, and operational excellence
just intuition

Product & Experience
Design Skills HR shifts from
managing programs to
managing HR products
designed around employee
journeys

Change, Communication,
& Adoption Leadership
Because Al fundamentally
shifts how employees
interact with HR, change
fluency becomes essential

Enterprise

Skill
Domains

Ethical Al & Governance Skills
As HR introduces more Al into
sensitive people processes,
governance becomes a non-
negotiable capability

Digital & Al Enablement
Skills HR must be fluent in
how Al, automation, and
data tools reshape work

Together, these skills enable HR to become a digital, adaptive, insights-
driven function.

&
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Future Skills for HR

Six Reasons to Focus on Competencies and Skillsets

As traditional models evolve and expand, organizations should evaluate their leadership and employee

competencies to ensure talent requirements remain aligned.

scottmadden

MANAGEMENT CONSULTANTS

1. Enable Performance Management
Ensure you have the right set of competencies and
then measure against them for a comprehensive view
of organizational capabilities.

2. Identify Strengths and Gaps

Identify strengths and weaknesses in teams and
individuals (e.g., technical, communication, leadership,
problem solving)

3. Align Skills with Roles
Match employees to roles and responsibilities that
align with their strengths and expertise to increase
performance and job satisfaction.

4. Inform Training and Development
Determine the specific skills and knowledge areas
where employees may benefit from additional training,
coaching, or skill-building programs.

5. Facilitate Succession Planning
Identify high-potential individuals, develop talent
pipelines, and prepare for future leadership and skill
needs.

6. Drive Continuous Improvement
Address gaps by investing in skill development to
enhance performance, efficiency, and overall
effectiveness.

Copyright © 2025 by ScottMadden, Inc. All rights reserved. E



Future Skills for HR

Build a Program to Address Skill Gaps

Curriculum options
organized by
competency and by
level (early,
mid/leader)

PLAN

&
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[

Attend scheduled
trainings or use the
self-paced track and

engage with your

cohort

LEARN and
ENGAGE

==
|

[

Prove your skills on
the job, as verified by
leaders/peers, and
receive a certificate of
completion

SHOW

Developing a program to
address identified skill gaps
can help to ensure a
consistent, top-quality level
of service and knowledge
from the team.
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Wrap Up

You Have to “Get Out of Your Head” to “Get Out of the Gate’’!

Start before you’re ready

a The perfect time never comes. Teams that wait for ideal conditions fall behind those who start with what they have.
- J
4 )
Perfect data is a myth
e No organization has perfect data. Successful teams use synthetic data to prototype, then improve with real data iteratively.
“Our synthetic data was 85% accurate. That was enough to prove the concept and get funding.”
- J
4 )
Momentum matters most
e Small wins build confidence and buy-in. Teams that show value early get resources and support for bigger initiatives.
“Our Week 4 demo changed everything. Suddenly, everyone wanted to be part of the project.”
- J

scottmadden
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What’s Next? ... Here’s Five Things to Do

1 . Examine your shared 5_ Consider ScottMadden and
services strategy. Is there our SSO Accelerator tool
an opportunity in this 3 Consider the impact of for an assessment that will
climate to leverage your : technology and Al to major generate recommendations
shared services operations decisions, including your to boost the value of your
as a catalyst for scale? expansion strategy, service shared services

delivery model, BPO organization.

contracts, and system
implementations.

2_ Focus on innovations to
shared services that enable
efficiency, agility, and scale —
all while maintaining or
improving customer service.

4_ Build on strategies of engagemen
that enable a strong corporate culture
and continuous learning and
development.

Copyright © 2025 by ScottMadden, Inc. All rights reserved. m
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Wrapping Up

HOUSEKEEPING ITEMS STOP BY SCOTTMADDEN’S BOOTH

Complete SSON’s workshop evaluation form to Bring your questions or shared
help us improve experiences to talk with us in more depth

Drop a card to gain access to shared
services insights and helpful resources

Participate in our HR Health Check and
learn more about our services

Learn more in our session about
Access our Governance and Compliance with Al on

workshop deck! Wednesday, Dec 10

scottmadden m
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Adithya Mathai Molly Donofrio Jon Luk
Partner Partner Partner
AdithyaMathai@scottmadden.com MollyDonofrio@scottmadden.com JonathanLuk@scottmadden.com
M: 484.798.9897 M: 919.601.7294 M: 404.932.2915
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