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Retained Organisation – the importance of getting it right!
Many companies enter into outsourcing arrangements with a clear view of desired results – cost reduction, service improvements or a fundamental operational restructure.  Yet so often, these benefits are not realised, and after the initial honeymoon period, frustration sets in…
One of the fundamental causes of this underperformance is the design and implementation of the retained organisation.  This is the small number of people from the outsourced function who are retained within the company to perform key strategic tasks and a small amount of operational tasks which must be retained locally.  We frequently hear ‘It’s only two people, no need to worry about that right now…’ but an effectively designed retained organisation has a key role to play in supporting the smooth running of your outsourcing or shared services deal.
What is the retained organisation and why is it important?
The retained organisation acts in many ways as the interface between your company and the supplier.  It may be responsible for service management, communication of strategic priorities and less grand tasks such as receipt and scanning of hard copy documents.  The retained organisation is usually made up of 1 to 3 people, forged from a much larger group of people in the department to be outsourced.  
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The retained organisation will act as the key strategic interface between the company and the supplier – they will set the standard for the outsourcing relationship, drive strategic initiatives, trouble-shoot, and be the face of your outsourcing deal.  They will be the first to hear about issues and opportunities from either side, and how they react to these will determine whether outsourcing performs beyond or below your company’s expectations.

Key challenges in achieving an effective retained organisation

As with all lynchpin organisations, there are a number of challenges to their effective establishment and operation:

1. Defining the right organisation structure and membership

It is easy to pick the best 1 or 2 people from the pre-outsource organisation and give them roles in the retained organisation.  After all, it makes sense to keep the best people, doesn’t it?  But the best people in a service department may not make the best people in a retained organisation, where strategic thinking, relationship and service management skills are key.

Failure to move away from the old world is a major risk, as an excellent accounts payable clerk may spend time checking the work of the supplier, which would be better spent looking at continuous improvement or cost saving initiatives.

The retained organisation will deal with senior people in your company and at the supplier, so seniority and authority of staff is very important.  The supplier wants to know that they can work with a single point of contact who has access to the highest level required to move an issue forward.  On the other hand, the organisation may be responsible for mundane tasks such as scanning – it’s balancing act and flexibility is paramount.
2. Change on paper, not in reality

Human nature is such that we all prefer the tasks we which we find easy and which we are comfortable with.  It does happen that after an outsourcing deal, the retained organisation continues to do transactional work ‘as a favour to a respected colleague’ or ‘because it’s quicker to do it myself than explain to the supplier’.  In theory this can be avoided if the retained organisation is correctly sized and responsibilities are clear – staff shouldn’t have time to do their old job as well as the new one.  Nevertheless, it is useful to monitor this behaviour.  
3. Enrolling the new retained organisation to their new responsibilities

It is easy to think that the staff in the retained organisation will morph easily into their new roles.  They will be happy to have kept their job and know the work inside out.  However, these people undergo the biggest change of all – where they previously provided services, they now do not; their colleagues may now work for the supplier, on the ‘other side of the fence’ and they have lots of new responsibilities and skills to learn.  

Involving the retained organisation in defining and shaping the role, and in training and preparation for new responsibilities, can help increase buy-in and effective operation of the retained organisation.  This ranges from helping to think through the practical implications of their new role to technical training on new processes and systems e.g. how to manage the change control process.
4. Realising cultural change in the broader company
The retained organisation has to work in a completely new environment, as strategic manager of an outsourcer, rather than as a provider of services.  The outsourcer may well operate with considerably more structure and limitations e.g. providing only standard reports, not custom reports with extensive formatting.  The broader company needs to understand this in order to allow the retained organisation to morph effectively into their new position.

If company leadership declare ‘Nothing will change when we outsource, you will continue to get all of the services you get today’, then this will create friction, dissatisfaction and rework when the retained organisation explain this is not the case.

Top tips for an effective retained organisation
1. Clearly define and explain the responsibility split between the retained organisation and the outsourcer.  

This includes listing all tasks currently done in the business, and all additional tasks that may come about as the result of outsourcing e.g. conducting a service management meeting, and clearly assigning responsibility between the retained organisation and the outsourcer. This will help the retained organisation to identify skills gaps and training required to help them fulfil their new role.  It will hopefully also help them to resist the temptation to carry on doing their old job behind the scenes.
Where previously the retained organisation delivered services, they are now responsible for engaging with the supplier, who in turn will do the work.  Where staff previously engaged in a degree of hand-holding, they must now encourage company employees to work directly with the supplier.  This may mean telephone conversations instead of face to face interaction and a relationship map will help the retained organisation to enforce this principle.
2. Celebrate Transition Day.  

Make sure the switch over to new roles and responsibilities of the retained organisation is marked and celebrated, perhaps supported with some re-branding.  Documented, well publicised mission and goals will help cement this.  This will help staff to feel they have a clear mandate, rather than feeling like left-overs from the old organisation, just waiting for the next round of job cuts.  
3. Clear governance model.  

A clear governance model will show the processes and people associated with service assurance and dealing with non-standard issues.  This will provide a framework for the retained organisation to execute their responsibilities and deal with exceptions in an efficient way.  It will demonstrate to the retained organisation who are their key counterparts, and how these relationships differ from the pre-outsourcing organisation.  

4. Executive sponsorship of new operating principles.  

To help the retained organisation break down the myth that excellent service is doing exactly what everyone wants, key leaders should communicate that outsourcing brings with it new ways of working.  Clearly explain, to the entire business, the new strategic role of the retained organisation and set the expectation that efficiencies are expected.  The retained organisation will no longer be sufficiently staffed to offer a tailored, individual service.  
5. Ensure the right skill set.  

An effective Service Manager needs skills in communication, leadership, initiative and problem solving.  You can either choose someone from your existing organisation with this skill set, or identify someone who can develop these skills through training and coaching.  Be aware though, that this person must fulfil their new role from day one, so early identification of the right people will facilitate timely training and up-skilling.  
Whatever the background, the retained organisation will need training in new technical skills e.g. what is the change control process, what are SLAs and OLAs and their importance in the efficient operation of an outsourcing contract.  The retained organisation needs to know how and when to use the tools associated with these processes e.g. a change request or an SLA report.  
6. Building a strong relationship.  

It is key for the retained organisation to engage with the supplier early on, and learn about their operating model, their people and their priorities (but not how the supplier actually does the work).  The retained organisation, as the main interface between company and outsourcer, will need to understand and be able to fairly represent both sides of any situation.

Understand though that partnership does not mean being best friends.  Equipping the retained organisation with the skills to question and discuss and the authority to push back will lead to a more balanced, successful outsourcing relationship. 
Many companies overlook the importance of the retained organisation, but a large proportion of problems in struggling outsourcing deals are in part due to inadequate understanding and collaboration between client and supplier.  Designing your retained organisation with the new world in mind, making some tough decisions and investing in appropriate training and onboarding of the entire business will provide the best foundation for your outsourcing deal to succeed.
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