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The Strategic Benefits of Back-Office Consolidation

In today’s economic climate, where
uncertainty and volatility are prevalent,
the pressure to unlock operational
efficiency and navigate increasingly
rigorous regulatory requirements has
never been greater. Organizations must
find a way to streamline their opera-
tions to meet the demands placed on
their in-house resources while main-
taining a competitive advantage.

Back-office consolidation, which was
once purely a cost-cutting exercise,
has evolved into a 360-degree value
add that helps companies better navi-
gate the complexities of cross-border
compliance and improve their data
governance, all while reducing opera-
tional costs.

Perhaps most tellingly, companies
that specialize only in administra-
tive processes are no longer the first
port of call for organizations looking
to outsource their business functions.
Service providers are increasingly
becoming part of an organization’s
transformation journey as it looks to
centralize, consolidate, and retain
greater control and oversight of its
business functions.

A key attraction of consolidation is
the opportunity to enhance manage-
ment and control, ensuring resources
are allocated efficiently and third-
party vendor risks are minimized.

Outsourcing essential business
processes to a single provider improves
business continuity and provides prac-
tical advantages in fundamental areas,
such as payroll and accounting func-
tions. Global administrative service
providers are evolving to meet demand,
adding transactional and technological
services across multiple areas to give
their clients greater flexibility, effi-
ciency, and the control they seek.

This report from Harvard Business
Review Analytic Services explores

the evolution of back-office consoli-
dation into an essential part of global
business practices that have substan-
tially increased operational efficiency.
It examines the gaps left by the old
back-office consolidation model and
outlines the significant advantages on
offer when companies select a stra-
tegic partner to transform their oper-
ations and support business growth
instead of simply a global administra-
tive service provider.

We provide corporate administrative
services with over 11,000 colleagues
in 125+ offices across 87 jurisdictions.
As a strategic partner that supports
our clients’ business at every stage of
their transformation journey, we bring
common culture and processes to
create a global solution, eliminating
the operational risk and complexity of
many local providers.

Aynsley Vaughan

Practice Head of Global Entity
Management and Accounting & Tax
TMF Group

We are pleased to sponsor this report
that empowers decision makers to
assess their needs and long-term
goals and make the move toward using
a global corporate services partner,
making a complex world simple.




Driving Competitive Advantage
through Back-Office Consolidation

In today’s environment of rising regulatory demands and
increasing cost pressures, investment management firms

and multinational companies are focused on streamlining
operations while ensuring compliance across multiple
jurisdictions. Nearly 80% of investment management (i.e.,
fund) firms outsource significant back-office functions, with

a third exploring further expansion, according to a survey by
Hedgeweek. Similarly, multinational companies outsource
between 40% and 85% of their HR, payroll, accounting, tax,
and entity management functions, based on industry sources.

THOSE ORGANIZATIONS are increas-
ingly doing so through global business
services (GBS), the practice of central-
izing and consolidating functions into
asingle service model with a special-
ized provider. GBS is evolving beyond a
purely cost-saving approach and is now
seen as a mechanism to standardize
processes, reduce risks, improve visi-
bility, and enhance both employee and
customer experiences.

“Given the importance organi-
zations now place on operational
efficiency, back-office functions have
become critical enablers where orga-
nizational promises are either fulfilled
or not,” says Jamie Lyon, global head
of skills, sectors, and technology for
the Association of Chartered Certi-
fied Accountants (ACCA) in London.
“Consolidating back-office operations

with the right expertise can unlock tre-
mendous value.”

Organizations are increasingly using
back-office consolidation to maintain
their competitive advantage while out-
sourcing administrative functions and
using fewer providers that can work on
aglobal scale. Funds and asset man-
agers must navigate the requirements
for independent administration and
performance reporting put in place fol-
lowing the financial scandal involving
investment adviser Bernie Madoff, who
pleaded guilty to fraud in 2009. Global
corporations, which must manage frag-
mented solutions across countries, seek
improved visibility and compliance.
Companies pursuing digital transfor-
mation want to access advanced tech-
nologies and expertise without making
large internal investments.

Q HIGHLIGHTS

Organizations are increasingly
using back-office consolidation

to maintain their competitive
advantage while outsourcing
administrative functions and using
fewer providers that can work on a
global scale.

Besides high-level support,
successful consolidation
requires careful consideration of
organizational structure, process
design, technology enablement,
and change management.

When considering external
partners for consolidation
initiatives, organizations have
an opportunity to look beyond
traditional vendor relationships
to establish true strategic
partnerships.
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Driving Competitive Advantage through Back-Office Consolidation

As organizations seek competitive advantage, having
centralized oversight of data becomes increasingly
important, especially as global business services (GBS)
operations move up the value chain.

As these consolidation efforts mature, the vendor rela-
tionships evolve into deeper collaborations. “At this level, the
relationship transforms into a true strategic partnership,”
says Bill Latshaw, research director, business consulting
services, for International Data Corporation (IDC), a research
firm based in Needham, Mass. Companies can turn to ven-
dors for operations that improve their speed to market.

This Harvard Business Review Analytic Services report
explores the evolution of back-office consolidation beyond
cost cutting to create value across multiple dimensions.

It examines how funds and multinational companies can
build effective foundations through process standardization,
technology enablement, change management, and strategic
partnerships. The report provides a close look at how orga-
nizations can achieve enhanced visibility, standardization,
and agility, thus transforming back-office operations into
enablers of operational efficiency and competitive advantage
in today’s complex global environment.

Creating Value in Significant Ways
Having evolved from its cost-cutting origins, back-office con-
solidation today creates value in multiple ways, from achiev-
ing operational excellence to navigating complex regulatory
environments more effectively.

Nearly seven in 10 (69%) organizations currently operate
under the GBS model or are actively transitioning toward it,
according to the State of the Shared Services & Outsourcing
Industry Global Market Report 2025 from SSON Research
& Analytics, a global association of outsourcing execu-
tives in Singapore. An additional 16% of companies plan
to outsource their core administrative operations within
the next five years, driven by a desire for resilience, agility,
and innovation.

Brown-Forman Corp., the more than 150-year-old Louis-
ville, Ky.-based spirits company behind Jack Daniel’s, exem-
plifies the strategic value of back-office consolidation. As
international sales doubled over the past decade to represent

50% of total revenues, the company faced growing opera-
tional challenges.

“Each country was set up as a little company,” says Leigh
Pittman, director of global procure-to-pay for Brown-For-
man. “There was duplication in just basic financial activities
such as accounts payable, travel, and expense processing.”

This fragmentation not only created inefficiencies but
also blinded the company to opportunities for improvement.
In one example, Brown-Forman discovered that 17 differ-
ent vendors were supplying the same black Jack Daniel’s
T-shirts in various regions, forfeiting volume discounts
and quality consistency. Payment terms varied widely
across countries despite company-wide policies specifying
45-day standards.

“There’s a significant competitive advantage to be gained
through better data governance,” ACCA’s Lyon says. “Cen-
tralization can provide better visibility around your data. As
organizations seek competitive advantage, having central-
ized oversight of data becomes increasingly important, espe-
cially as GBS operations move up the value chain.”

For Brown-Forman, having visibility at a regional level
rather than just in individual countries delivered immedi-
ate strategic benefits. “We have sped up our time to open
new markets, which is important for sales,” says Susan Von
Hoven, a vice president and director of global business solu-
tions with Brown-Forman.

In addition, consolidation dramatically improved busi-
ness continuity. Previously, functions were handled by a
dedicated individual in each country; now, specialists can
support multiple countries based on volumes and regulatory
requirements.

“Before, if somebody went on some kind of leave, you'd
be in trouble,” Von Hoven says of the prior, fragmented
approach. “Now we can divert the work to a team in another
place so that we don’t have gaps.” This resilience proved its
value when a key employee in one of Brown-Forman’s growth
countries took extended leave—the consolidated structure
allowed the company to maintain operations without disrup-
tion while processing increased transaction volumes.

HARVARD BUSINESS REVIEW ANALYTIC SERVICES
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[Successful consolidation is] about identifying which
processes you can standardize, which functions you can
consolidate into a single location, and which operations

can be performed remotely.

C-suite involvement is crucial, according to Lyon. “The
soft stuffis the hard stuff,” he says. “You can have all the
process and the technology parts in place, but a lot of the
success of back-office consolidation comes down to leader-
ship, culture, and communication. Therefore, it’s critical that
the people at the top of the organization demonstrate their
support and involvement in GBS.”

Building the Right Foundation

Besides high-level support, successful consolidation requires
careful consideration of organizational structure, process
design, technology enablement, and change management.
Organizations that have successfully navigated this journey
typically take a phased, strategic approach rather than rush-
ing implementation.

Brown-Forman’s consolidation journey began in 2018
with such an approach. The exploration phase lasted about
ayear, during which the company identified opportunities
and built a business case. The second year focused on what
Brown-Forman’s Von Hoven calls the “sell in” phase—gain-
ing buy-in from stakeholders across the organization’s global
footprint, especially those that felt ownership of the existing
processes. The pitch to stakeholders focused on the business
value that would come from new efficiencies.

The consolidation began with basic accounting func-
tions, like procure-to-pay, the process of acquiring goods
or services and making payments for them. “Procure-to-
pay was one of the early tracks because it was fairly easy to
identify who was procuring goods and how they were getting
paid,” Brown-Forman’s Pittman says. From there, the effort
expanded to other accounting functions as well as master
data management, which ensures consistent, accurate busi-
ness data across an organization.

Finding the right balance between global standardization
and local requirements is also a critical challenge in consoli-
dation. Brown-Forman’s approach strives for 80% standard-
ization while accommodating 20% localization.

“As we enter a new country, we go through a blueprinting
process, which delineates the standard operating procedures
and asks which ones won’t work for a country and why,” Von
Hoven says. “If we determine a country needs an exception,
it’s generally just a matter of adding an amendment to our
global policy and making configuration changes in our tech-
nology systems.”

Priyanka Mitra, vice president of business process ser-
vices at Everest Group, a research firm in Dallas, emphasizes
that successful consolidation doesn’t mean centralizing
all functions and processes. “It’s about identifying which
processes you can standardize, which functions you can con-
solidate into a single location, and which operations can be
performed remotely,” she says.

Regional and cultural differences can influence business
practices, Mitra notes. In India, for example, certain bonuses
are given during a particular festival, such as Diwali. In many
Latin American countries, employees receive additional sal-
ary at various times during the year—a legal benefit known
as 13th-month and 14th-month salaries. Companies must
remain responsive to these kinds of local regulations and cus-
toms, ensuring that the consolidation process doesn’t over-
look important cultural nuances that could impact employee
satisfaction and compliance.

Moving to a consolidated model also raises important
conversations about process standardization that IDC’s
Latshaw says can be transformative. “This topic was not dis-
cussed previously because of the difference in the ways other
parts of the business were operating. Much of the reason-
ing for why each part of the business had its own operating
standards was lost. You didn’t really know what people were
doing differently or why.”

Managing People through
Consolidation

The human element is another key factor in consolidation
success. While technical and strategic considerations are

HARVARD BUSINESS REVIEW ANALYTIC SERVICES
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Forty-nine percent of GBS organizations (shared services
entities within enterprises that provide centralized
support across multiple business functions) have adopted

generative Al (gen Al).

essential, how organizations manage employee concerns,
preserve critical human interactions, and create new team
dynamics ultimately determines whether a consolidation ini-
tiative thrives or struggles.

These personal relationships and established support net-
works represent both the emotional and operational connec-
tions that consolidation initiatives must account for. Cultural
differences add yet another layer of complexity to individual
relationships. “You’re consolidating workers across different
cultural backgrounds,” Lyon says. “There might be slightly
different approaches to things like ethical considerations.
Norms that we operate with as a society may be different in
different cultures.”

The human transition certainly proved as important as
the technical one at Brown-Forman. The company found that
transparency, clear communication, and focusing on new
growth opportunities helped address these concerns. Rather
than emphasizing cost cutting, the narrative centered on
creating better employee experiences through specialization
and community.

This approach eventually yielded unexpected benefits.
“Over time, employees enjoyed interacting with other people
who do what they do,” Von Hoven says. “In the past, you
might be the only person in an office who knew how to do any
of these functions. Now you'’re on teams where you interact
with people who do the same thing as you do. Employees
can learn from each other. They teach each other. They share
best practices.”

Everest’s Mitra emphasizes the importance of what she
calls “moments that matter”—XKkey life events such as joining
anew company, receiving a promotion, or dealing with per-
sonal situations like bereavement or medical leave.

“Imagine you are dealing with a situation because your
payroll was incorrectly calculated or [an employee needed to
take a leave] because of bereavement,” Mitra explains. “That
may not be a situation where you want an employee to deal
with a chatbot.” Identifying these moments and ensuring
they receive appropriate human attention represent a critical
design challenge in consolidation initiatives.

Successful consolidation initiatives treat people not as
variables to be managed but as partners in transformation.
By acknowledging concerns, preserving critical human con-
nections, and creating new opportunities for collaboration
and growth, organizations can turn potential resistance into
powerful momentum for change.

Technology as Key Enabler

Technology serves as another enabler for successful
consolidation, amplifying benefits and enabling new
capabilities.

The Hackett Group reports that 49% of GBS organi-
zations (shared services entities within enterprises that
provide centralized support across multiple business func-
tions) have adopted generative Al (gen Al), while the use of
robotic process automation—robots that handle routine,
manual tasks—is expected to grow by 20% annually.

Brown-Forman’s approach follows an “innovate, auto-
mate, orchestrate” framework that first streamlines and
standardizes processes, then applies consistent technolo-
gies to enhance these standardized processes, and finally
organizes talent efficiently around these optimized sys-
tems. The structured approach helps address the inherent
technological complexity in global operations.

“Not all big, multinational companies are complex just
because they operate across different jurisdictions or use
different operating systems,” Lyon says. “They often have a
huge legacy of technology solutions and challenges which
they need to bring together.” This technology fragmentation
creates both obstacles and opportunities for consolidation
initiatives, making a systematic approach to technology
integration essential.

In The Hackett Group’s analysis of GBS functions, the
finance department will take the lead in deploying gen Al,
with 69% to deploy the technology by year’s end. Many
other GBS functions are on a similar timeline, including IT
(68%), HR (64%), and procurement (60%). FIGURE 1
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FIGURE1

Embracing Generative Al
Many global business services functions adopt emerging technology

Expected deployment levels of generative Al in GBS functions by 2025
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As organizations adopt artificial intelligence (AI) tech-
nologies, GBS partners are expected to take on expanded
roles in data modeling and engineering. Their assis-
tance will help companies maximize the benefits of these
advanced tools, intertwining strategic partnerships with
technological innovation.

At the same time, Lyon emphasizes that people factors
remain crucial. “The most important capabilities for cen-
tralized operations include data analytics skills, Al literacy,
project management, and change management,” he says.
“However, as organizations adopt more advanced technolo-
gies, effective communication becomes even more funda-
mental to successful back-office consolidation.”

Building Strategic Partnerships

When considering external partners for consolidation ini-
tiatives, organizations have an opportunity to look beyond
traditional vendor relationships to establish true strategic
partnerships.

A 2024 report from The Hackett Group reveals that the top
priorities for GBS providers include supporting enterprise
growth strategies and acting as strategic partners, with 56%
and 49%, respectively, planning major initiatives to support
these goals. FIGURE 2

This shift toward strategic partnerships underscores
the growing complexity of the relationship between com-
panies and their GBS providers, which are becoming more
integrated and collaborative over time. “Mature GBS rela-
tionships are fundamentally different from typical ven-
dor arrangements,” Latshaw says. “They’re deeper, more
integrated, and develop over time.” This evolution requires
patience and commitment from both parties, with realistic
expectations about the partnership’s development.

When selecting partners, organizations should evaluate
potential providers across multiple capabilities. According
to Mitra, while cost efficiency remains an important consid-
eration, expertise, technological capabilities, and long-term
vision are equally critical factors. Geographic coverage also
matters significantly, particularly for organizations operating
across numerous countries.

Lyon recommends evaluating providers based on their
track records with similar clients, technology roadmap,
talent development plans, and domain expertise. These stra-
tegic considerations extend far beyond conventional service
level agreements and pricing structures.

The selection process itself can reveal much about poten-
tial partners’ approach. Latshaw suggests using a case study
method in which organizations share their situation with
potential providers and evaluate not just proposed solutions

FIGURE 2

Partnering Strategically

Global business services providers say their top priority is being
a strategic partner, even though there might be more initiatives
planned for lesser priorities.

59%
Deliver GBS digital transformation
56%
Support enterprise growth strategies
56%

Reduce GBS operating cost

49%
Act as a strategic partner to the business

41%
Improve the GBS customer experience

31%
Deliver business insights through analytics

35%
Retain people with certain skills

35%
Improve GBS agility

31%
Deliver operational performance insights through analytics

28%
Acquire critical skills and talent

Source: The GBS Agenda, The Hackett Group, January 2024

but also the questions providers ask. “The depth and focus of
their questions tell you how they’ll engage with your organi-
zation,” he says.

Particularly valuable are partners that challenge rather
than simply accommodate client requests. “You want a part-
ner that focuses on what you’re capable of becoming, not just
what you're asking for today,” Latshaw advises.

Brown-Forman’s experience demonstrates the advan-
tages of consolidating vendor relationships. The company
has moved from individual payroll providers to two main
partners handling operations across more than 50 coun-
tries. “We have a pretty big voice with them now,” Von
Hoven says. “This allows us to set more rigorous KPIs in our
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You want a partner that focuses on what you’re capable
of becoming, not just what you’re asking for today.

contracts and conduct meaningful quarterly governance
meetings where we review performance metrics together.”

Unique Needs of Funds, Asset
Managers, and Multinationals

Funds, asset managers, and multinational corporations
face distinct challenges when consolidating back-of-

fice operations due to their regulatory environments and
business models.

These differences in regulatory environments and busi-
ness models are especially evident when comparing the
challenges faced by funds, asset managers, and multina-
tional corporations. Funds and asset managers have unique
regulatory imperatives for independent administration and
transparent reporting. And the scope of their operations
from country to country tends to vary widely among them-
selves and more widely than those of multinational corpo-
rations. “Fund firms have a different challenge compared to
multinationals,” Mitra explains. “Each of their investments
may not be large enough on its own, and they may not even
operate in jurisdictions that can support the kind[s] of opera-
tions they need.”

Because of the diverse and dynamic nature of their invest-
ments, regulatory environments, and portfolio companies,
funds and asset managers often face a complex balancing act
in managing operations and scaling across different sectors
and geographies.

“The maturity across firms is very different,” Mitra notes.
They often need to consolidate operations not just across
functional areas but also within their portfolio companies,
creating an additional layer of complexity. This extra level
of consolidation leads funds and asset managers to typically
follow one of three specialized models: establishing shared
services across portfolio companies; centralizing back-office
functions to support multiple funds; or using specialized
partners for regulated functions while maintaining in-house
control of strategic operations.

For multinational corporations, the primary challenge lies
in navigating complex regulatory variations across markets.
Different countries can have significantly different business
license requirements for various industries as well as different
financial reporting requirements, for example. This requires
carefully balancing global standardization with legal compli-
ance across jurisdictions.

But having many small operations across numerous
countries creates unique difficulties for global organizations.
“Managing 10 employees in each of 50 countries is funda-
mentally different from managing 500 employees in each
of 10 countries,” Mitra explains. “With small, widespread
teams, traditional consolidation methods often don’t work.”
These geographically scattered operations require tailored
approaches that address both efficiency and local compliance
while maintaining service quality despite their small scale.

Measuring Success and Driving
Continuous Improvement

While cost reduction often initiates consolidation discus-
sions, organizations need comprehensive measurement
frameworks that capture the full spectrum of value delivered.
Experts recommend beginning with a balanced set of metrics
across four key dimensions.

To begin with, operational metrics provide insights into
process improvements. “Process efficiency measures the
time and resources required to complete key business pro-
cesses,” Latshaw explains. “Metrics like cycle time, automa-
tion rates, and error reduction tell you if the fundamentals
are working.”

Equally important, strategic metrics assess how consol-
idation enables business goals. These include market entry
speed, resource flexibility, data-driven decision making,
and business scalability. “Because of our rapid growth, we
were processing more volumes of data,” Pittman says. “GBS
allowed us to do that more efficiently while also identifying
opportunities for improvement.”

HARVARD BUSINESS REVIEW ANALYTIC SERVICES
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The interconnected nature of organizations means
that risks need to be understood and managed in quite

different ways.

In addition, risk and compliance metrics ensure that con-
solidation enhances rather than compromises organizational
control. “The interconnected nature of organizations means
that risks need to be understood and managed in quite differ-
ent ways,” Lyon says. “GBS [providers] can help connect the
dots that allow you to see risks that can have a domino effect
in a 24/7, connected, social media-information world.”

Finally, human capital metrics evaluate talent optimiza-
tion. “Employee productivity, engagement levels, and knowl-
edge sharing indicate whether you’re building capabilities for
the future,” Latshaw says.

The true value of measurement lies in its ability to drive
learning and improvement, not just accountability. “The
objective isn’t just to track metrics but to reveal insights that
transform the business,” Latshaw says. Transfer cost anal-
ysis, for example, can reveal operational patterns. “Who’s
paying for what? Why is France generating so many support
tickets? The data tells a story about what'’s really happening.’

As consolidation initiatives mature, organizations should
shift their measurement focus from operational efficiency
to strategic value contribution. The evolution reflects the
changing role of GBS from a cost center to a strategic enabler
of business growth. The Hackett Group’s research indicates
that leading GBS organizations regularly refresh their met-
rics to align with evolving business priorities, ensuring that
measurement continues to drive continuous improvement
rather than merely track predefined benchmarks.

2}

Conclusion

The evolution of back-office consolidation represents a pro-
found shift in organizational thinking—from viewing these
functions as cost centers to recognizing them as strategic
enablers of competitive advantage. As funds, asset manag-
ers, and multinational companies embrace and expand their
use of outsourced service providers, they are discovering
practical advantages that weren’t initially obvious when their
journeys began.

This shift challenges conventional wisdom about organi-
zational structure. “There is a common misconception that
companies will lose something by not having these inde-
pendent entities or functions everywhere they operate,” Pit-
tman notes. “But the benefits far outweigh these concerns.
The ability to connect upstream and downstream processes
delivers tangible results beyond cost savings to include ease
of use, transparency, and visibility.”

The true competitive advantage will belong to organiza-
tions that move beyond seeing back-office consolidation as
merely operational. As Lyon emphasizes, “They will require
capabilities like creativity and professional judgment to
navigate a complex world.” The organizations that suc-
ceed won’t merely link processes together—they’ll create
connections between people, ideas, and opportunities that
strengthen their overall capabilities and adaptability.

Consolidating back-office operations is becoming a key
strategy for market leaders. This approach delivers power-
ful competitive advantages through centralized data that
enables faster and more accurate decision making across
the enterprise.

By streamlining communication to fewer points of con-
tact, companies enhance their cross-border efficiency. Addi-
tionally, consolidation empowers the workforce to focus on
strategic initiatives rather than administrative tasks.

Organizations also gain stronger compliance capabilities
across multiple jurisdictions—a critical necessity in today’s
complex regulatory environment. This comprehensive
approach creates environments where human judgment,
technological capabilities, and organizational processes
converge to deliver exceptional value.

Ultimately, consolidating with fewer providers tran-
scends simple cost saving to become a strategic imperative
that enables businesses to scale efficiently and compliantly
across borders, positioning them for sustainable growth in a
rapidly changing world.
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