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In 2017, HOA is publishing its traditional HOA Business Services Benchmark Survey for the fifth time in or-
der to provide a comprehensive study to its members and all the players of the sector in Hungary, in the
region and globally. The study contains reliable, comparable and accurate data to all stakeholders of the
industry. Based on our research, results of the HOA survey are reliable and representative by more signifi-
cant factors like size, location, industry and services portfolio of the business services centers.

In order to make the benchmarking study more professional, from this year on, HOA is in a strategic co-
operation with the Institute of Management at Corvinus University of Budapest, which is the leading and
prestigious educational, research and consulting center of business services in Hungary.

Furthermore, due to our redefined strategy and as a consequence of the changes happening in the busi-
ness services sector globally, we have amended and enhanced the study to show a more detailed picture
on how the business services centers are growing and maturing by undertaking and performing more
higher value-added processes and by preparing their operations to the digital transformation and apply-
ing RPA and automation solutions. As HOA is conducting the survey for the fifth time in a row, comparison
data of the 2013, 2014, 2015 and 2016 results are also published in the report.




Building uniform terminology: as in the global business services market so in Hungary, there are many dif-
ferent business organizations providing services with several titles like Shared Service Center (SSC), Busi-
ness Support Center, Outsourcing Provider, Center of Excellence (CoE), Global Business Center (GBS), etc. In

order to not confuse the stakeholders, in the future HOA uses a comprehensive term as Business Services

Center (BSC) in this survey that is cut out for incorporating this diversified terminology.
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The number of sectors represented by the different BSCs has grown during the last year as more compa-
nies filled in the questionnaire and, what is more important, these trend is bringing more high value-add-
ed processes to the centers operating in Hungary.

31%

Participants employ altogether 30.387 people out of which 77% are located in Budapest, 9% in Debrecen
(showing an increase of cca. 30%), 9% in Székesfehérvar and 5% in other cities, like Szeged, Veszprém,
Tiszaujvaros, Szazhalombatta, Paks, Esztergom, Pécs.
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The Hungarian BSC market is still dominated by Budapest, 77% of the people are employed in Budapest,
however, more non-Budapest locations are forming part of the Hungary service center map.
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The participants of the survey employ 62 people on average, 49% of firms participating employ 0-200 peo-
ple which comes from the fact that many newly founded (2011-2017) BSCs participated in the survey, 26%
employ more than 1000 people.
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This year, a higher number of relatively new BSCs participated in the survey, that were established be-
tween 2011 and 2017.
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50% of the companies participating are captive service centers, thus serving only internal customers - this
is 20% lower than in 2016. It is similar than the European average if we compare it with the 48% fully cap-
tive ratio of SSON European Benchmarking Survey data. In 81% of the participating firms there are Service
Level Agreements/Organization Level Agreements (SLAs/OLAs) in place to manage the performance of
the Business Services deliverables.

Annual Changes in Mix Of Captive vs
Outsourced Service Provision (% of responses)

Who are the customers _ 26%
2017? (54 firms)

Whoare the customers g W i
15%

20167 (41 firms) b M Internal clients

Who are the customers _
27% i

2015? (29 firms) 0 B External clients
Who are the customers _ S . .

20147 (25 firms) 8 Hybrid model/Both internal

and external clients
O aaomers  son R
20137?(24 firms)

0% 20% 40% 60% 80% 100% 120%

In terms of geographic reach, 58% of the participants provide business service processes in Europe, 55%
globally, 25% Middle East and 11% North America, 46% service Asia (Middle East) and Africa and, despite
the time differences, even Australia and Asia Pacific are being serviced by 17% of the participants. Although
the split of services changed due to the large number of participants, the same observation can be made
as last year:

Business Services Centers Operating With SLAs/OLAs

2016 % of respondents

0% 20% 40% 60% 80% 100% 120%

2016 % of respondents 2017 % of respondents
H Yes 98% 81%
E No 2% 19%
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In 2017, more than 20 languages are supported by Hungarian Business Services Centers. The most com-
monly supported languages in order of frequency are: English, German, Hungarian, French, Italian, Span-
ish, Dutch, Russian and Portuguese. As the survey also shows, HOA is emphasizing again the focus on
language education in all levels of the education programs. This is vital to maintain the BSC industry in
Hungary. English is still a‘must’in all service centers; German is still the second most important language
as in 2016. French, Spanish, Italian, Dutch and Portuguese are still in top 10. However, Russian has increased
to 41%, thus entering the top 10. Polish, Swedish, Czech and Slovak are also important languages in the
centers.

Geographic Regions Served by BSCs

100%
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70%
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40%
30%
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One Global
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Regions served in 2015 3% 17% 21%  28% 31% 45% 34% 59% 86%
H Regions served in 2016 2% 12% 22%  27% 32% 37% 41% 61% 85%
M Reaions served in 2017 2% 6% 4% 11% 21% 25% 11% 55% 58%

59% of the companies claim that the main skill shortage that they face is language skills. One of the most
common challenges for the centers is the shortage of rare languages (Nordic, Slavic etc.); not appropriate
level of a language; or the lack of combination of language skills and professional qualities such as profes-
sional business or IT skills.

Service Delivery Of Participant Companies By Language (% of responses)

120%
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EnglishG erman Hungarian French  lItalian Spanish Dutch Russian Portuguese Polish ~ Swedish Czech SlovakF innish  Danish  Other

M Supported languages 2014 (25 firms)  100% 86% 71% 86% 71% 71% 62% 43% 76% 62% 57% 52% 52% 38% 43% 24%
' Supported languages 2015 (29 firms)  100% 79% 79% 69% 55% 62% 52% 34% 52% 38% 34% 38% 28% 28% 31% 28%
M Supported languages 2016 (41 firms) ~ 100% 75% 73% 63% 58% 65% 50% 43% 43% 33% 35% 30% 28% 28% 28% 25%

B Supported languages 2017 (54 firms) ~ 98% 80% 76% 69% 63% 61% 50% 41% 41% 35% 33% 31% 30% 22% 22%
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Companies still prefer to establish a separate legal entity for their business services operations with 59%
responding that their BSC operates in a separate legal entity, whilst 9% of the companies have more than
one legal entity for their BSC operations. This means an increase from 2016, now 68% of the companies
operate with a separate legal entity. 32% of companies incorporate the BSC together with their other op-
erations.

Legal Model Of Participating BSCs

Yes, we have

more ; 9% No, it is part of Compared to 2016, 28% of the companies
another operate as a profit center, which is a 6%
Hungarian increase. We can state that the cost center

;320
company; 227 based concept of settlement seems to be

still typical in the Hungarian BSC industry.

Yes, but only
one; 59%

Financial Responsibility Model Of Participating Companies’ BSCs

2017 % of respondents 72%
72% of the companies have a
cost center as their responsibili-
B Profit center
ty center. 28% has a profit center,
and none of them has an invest- Cost center
ment center. 2016 % of respondents - 78%

0% 20% 40% 60% 80% 100%

Pricing Method

12% 8% = No cost allocation Half of the companies use pricing
based on full cost method, com-
bined with a predetermined prof-
it plan. 22% of them use a pricing
method based on full cost.
B Pricing based on full cost 50% have the whole service
portfolio provided when pricing
M Pricing based on full cost + charges.f(.)r CUStom.erS' 41% cre-
[ ates individual services based on
margin (e.g. 10%) a service catalogue.

B Pricing based on direct
cost

22%

Market pricing

8 Business Services Benchmark Survey | Hungary, 2017



The growth potential of the industry has been collected in the survey. 74% of the participants plan to ex-
pand their operations (39 firms); only 2% of the participants are planning any reduction. These trends are
similar to 2016, except for the reduction.

Development Outlook For Participating Companies’ BSCs

80% 7206 (0% 74%

70%
60%
50%

2015 (29 firms)
40%

W 2016 (41 firms)

8%

30% 24% 24% W 2017 (53 firms)

20%

10%

0%

Expand Stable Reduce

19 % of the responding companies are planning to open a new office center in Hungary, 11% in Budapest
and 8% in the countryside.

When considering the factors for a new site, the top 4 factors the companies mentioned are: Location;
Flexibility (expand, reduce, break option); Financials and Transportation.

Factors Considered By Participating Companies
85% When Setting Up A New Site

90% 82%
80% 9
o 69%  69% g0

’ 59%
60% 51%) 55%
50%
40% 33%
30% 21%
20% 13%
10% 4% B % of responses 2016

0%

® % of responses 2017
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Similarly to 2016, 72% of the responding firms have brought new services to their Hungarian BSCs, which
means that the companies are moving towards the center of excellence operational practice and try to
move their operations up the value chain with activities requiring more complex processes in their service

portfolio (see below).

New Services Brought by BSCs Since 2016

2017 % of respondents
2016 % of respondents
0% 20% 40%
2016 % of respondents
HYes 73%
No 27%

More than half (60%) of the new
services were transferred from
Western European countries
and a significant amount (29%)
from within the Central Eastern
European region. 26% of the
firms answered that the service
was migrated globally in the de-
centralized corporate hierarchy.
As the main reason for the trans-
fer, efficiency and productivity
were selected by the majority
(54%), while considering costs
only as second (32%). This trend
shows slight improvement to-
wards the strategic goal of in-
creasing the amount of higher
value-added services within the
industry.

10

60% 80%  100% 120%

2017 % of respondents
72%
28%

Services By Area Brought To BSCs During The Last 1 Year

Finance Services

Accounting
IT
HR Services 2017 % of respondents
MW 2016 % of respondents
Other

Customer service

Logistics and supply chain
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Previous Locations Of New Services Brought Into
Business Services Centers In The Last 1 Year

Central Eastern Europe _ 28%
It was globally divideq in the _ 26%
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North America || | || | 230
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Other - 5%
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Reason Of Inbound Migration

5%

BSC Firms Transferring Out Services

32% To Other Business Services Centers In The Past Year

5%

17%

54%

2%

H Cost H Efficiency and productivity
& Technology B Quality
u Other 80%

B Yes, to another internal Business Services Center of the parent company
B Yes, to an external outsourcing service center

“ No

New Location Of These Services

G ISR _ 2 A great majority (80%) of the

firms have decided against
moving out services from
Other 18% . .
their own businesses. The
remaining 19% have moved
- 9% services mostly to Far-Eastern
countries (72%) or to another
0%  10% 20% 30% 40% 50% 60% 70% so% CEE country. Service migra-

tion towards Western Europe

or North is not typical. Only
Kind Of Corporate Services Moved Out From BSCs 2% of the total outbound ser-

Western Europe or North America

vice migration has happened
by outsourcing services to ex-
ternal service centers,; clear
majority have transferred ser-
vices within internally to their
own BSC at another location.

7% 0%

38%

7%

7%

B Finance services (incl. Treasury) B Accounting

H|T B Customer service including non IT help desk
M Logistics and supply chain B HR

H Other
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Reason Of Outbound Service Migration

72%

B Other M Quality H Technology M Efficiency and productivity

18%

54%

In comparison with the trend of the in-
bound service migration, the main rea-
son of outsourcing here is due to costs
(73%) and only second to increase effi-
ciency and productivity (54%).

M Cost

CoE means an organizational unit (sometimes a high value-added subsidiary) that embodies a set of shared capabilities that
has been explicitly recognized by the firm as an important source of value creation, with the intention that these capabilities be
leveraged by and/or disseminated to other parts of the firm.

The most important drivers of
operating models in Business
Services Centers on the Hun-
garian business services mar-
ket nowadays are digitization,
GBS, Center of Excellence, RPA,
Lean/6Sigma. Based on the
SSON European Benchmark-
ing Survey in 2017, 16% of the
respondents fully implement-
ed and other 45% partly imple-
mented the GBS model. We ex-
pect that the GBS model will be
strengthened in our market in
the near future as well.

Most Important Drivers Of Operating Models
In Business Service Centers (% Of Respondents In 2017)

8%
19%
15%
8% 18%
17% 15%
B Digitization B Global Business Services (GBS) mode
B Robotic Process Automation (RPA) B Center of Excellence (CoE) model

® Advanced Business Analytics
B Other (please specify)

® L ean 6Sigma Process Redesign

- GBS is defined as an integrated compilation of service offerings for multiple support functions within a company.
- This compilation of service offering is global in nature with respect to both delivery centers and customers.
« The provider of the individual services can be either internal or external but must be managed centrally by the global

business services organization.

« The service offerings themselves are harmonized and end-to-end in nature.
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Current Development Stage Of Hungarian Business Services Centers
(% of respondents in 2017)

30%

25%

20%

15%

10%

5%

0%

Launching the center,
centralization,
consolidation,
harmonization

Horizontal and
vertical extention,
standardization of
service processes,

building sofisticated

SLA/OLA

Digitalization and
automation,
optimization with
management
methods (e.g.
Lean6Sigma)

E2E processes, global
process ownership,
multisourcing, multi-
location model,
rightshoring, GBS
model

Higher value-added
services integrated,
outcome-oriented
operation, charging
back of full costs,
market -based

pricing, center of

excellence model
In an evolutionary path of business service providers, the Hungarian Business Services Centers are typical-
ly medium matured, only 14% of them are at the beginning and 18% of them are at the end in this journey.
The maturity stage is similar to other part of Europe. Based on the SSON European Benchmarking Survey
in 2017, 69% of European business centers are matured or have arrived at the stage of front curve maturity.
Based on our survey, 42% of services provided by the Hungarian business services centers are analytical,
higher value-added. Some years ago it was the minority in the market but nowadays it is strengthening
and getting closer to be the majority. According to SSON European Benchmarking Survey in 2017, the tran-
sition from transactional work toward more knowledge-based work is strengthening with the maturity of
business centers. 75% of SSON survey respondents with a fully implemented GBS model incorporated at
least 50% knowledge-based work in their service portfolio.

The expansion is planned to come primarily from increasing the size of teams and from providing higher
value-added services (45% of participants). We can also see the growing importance of digitalization and
automation and, as a consequence, the decrease in FTEs and the migration of some low value-added pro-
cesses.

Factors Influenced by the Development Outlook
of Responding Companies

26

Increase size of teams while maintaining stable portfolio of service 3%
73%
Increase service portfolio (horizontal expanding) 67%
71%
Move up the value chain (vertical expanding) 66%

48%
49%

Get new customers

Decrease FTEs by digtitalization and automation 39%

Migrate out some low value-added parts of the services [ 8%

Launch a new site === &%
Lose any of the customers == 4%
Other m 2%

Decrease the service portfolio = 2%

0% 10% 20% 30% 40% 50% 60% 70% 80%

mo017 w2016 2015 m2014
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Country advantages and competitiveness factors have also been examined in the survey.
The participants identified five major risks, ranked in the following order: labor arbitrage, labor availability,
language capability, skill availability and country stability.

Factors Influenced By The Development Outlook
Of Responding Companies

. . . .. . . 26%
Increase size of teams while maintaining stable portfolio of servic T
. . . . ﬂ 73%
Increase service portfolio (horizontal expanding) 2 il 679%
. . . q 71%
Move up the value chain (vertical eXxpanding) E——————— 66%

Get new customers

Decrease FTEs by digtitalization and automation 3%%

I 18%

Migrate out some low value-added parts of the services
Launch a new site === 6%
Lose any of the customers == 4%
Other = 2%
Decrease the service portfolio = 2%

0% 10% 20% 30% 40% 50% 60% 70% 80%

mo017 mW2016 2015 m2014

Selection Criteria When Selecting Hungary
as a Business Services Center Location

Labour and skill availability e

5%
Cost |,

Proximity to our existing business unit in Hungary / in the region (m_ 35%

Office and IT infrastructure 0%— 25%

Proximity to internal and external clients 7o 20% o
o 2017 % of participants

Investment subsidies and allowance [0 #%

EU membership o #%

m2016 % of participants

Financial and legal environment [gor™ 2%

0%
Other wmmm 17

. . 9
Proximity - — 159

0% 20% 40% 60% 80% 100%

With regard to subsidies, 50% of the participants did not take any subsidies, which is a similar ratio to the
51% of 2016. EKD and GOP funds utilization disappeared, but some additional elements such as the train-
ing subsidy, job creation subsidy, corporate tax allowances and technology-intensive investment support
have grown as separate elements.
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Receipt Of Industry Subsidies

By Participant Companies (% of responses)

i Subsidy received 2013 ® Subsidy received 2014

B Subsidy received 2016 ® Subsidy received 2017

51%
48% 50%

46% 48%

38%38%

37%

Subsidy received 2015

33%

2%. 2% 4% 6:)_
- - -
> (3 &> X
0’0 ":}b% 00 X2 &\Q/& Qb’ &0 ) @
& & & F & s &
$ N Q x&
O &Q N
PR
Mixture, depending on purchase value or service type .
BSC able to make procurement decisions up to a certain value
Decisions are taken jointly by the SSC and the parent organization
BSC has full responsibility without need to refer to parent organization
BSC has full responsibility but needs final approval from parentorganization
0% 10% 20% 30% 40% 50% 60%
BSC has full -
responsibility but BsC ha§ f}{ll Dec|§|gns are BSC able to make Mixture,
needs final responsibility taken jointly by rocurement depending on
without needto  the SSC and the pro p g
approval from decisionsuptoa purchase value or
arent refer to parent parent certain value service type
par N organization organization yp
organization
® Procurement decisions 2017 7% 9% 17% 17% 50%
B Procurement decisions 2016 15% 10% 7% 24% 44%
I Procurement decisions 2015 17% 0% 21% 21% 41%

Procurement Of Services From Hungarian Companies
By Participating Companies

74%

Facility services 78%

74%

HR services 76%

il 68%

Finance services

Purchasin
9 2017 % of respondents
Logistics W 2016 % of respondents
Other

Operational excellence
Legal

Customer service 2.

0% 20%4 0% 60%8 0% 100%

91% of the participants use Hun-
garian suppliers. The formula-
tion of the question has been
refined throughout the years to
receive more relevant answers.
The most common services BSCs
use Hungarian suppliers for are
Facility Services, HR, IT, Finance
Services and Logistics. We can
observe a significant increase in
the share of Logistics Services
(+8%), Operational Excellence
(+8%) and a large decrease
(-13%) in Purchasing compared
to 2016.
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In terms of spending, 38% of respondents (17 firms) spend more than 200 million HUF per year. By esti-
mating average spending in all categories, the responding firms spend more than 5 billion HUF yearly on

Hungarian suppliers.

Spend Ratio On Hungarian Suppliers
By Survey Participant Companies (% of responses)

Above 200M HUF 45%
10M-50M HUF

50M-100M HUF m 2017 % of respondents

m 2016 % of respondents
100M-200M HUF

Below 10M HUF

0% 20% 40% 60%
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The average recruitment lead-time is 49 calendar days, which is a slight decrease from 51 days in 2016.

62% of the compa-

Recruitment Lead-Times (days)

. . . 200

nies claim that their 180

strongest driver re-

garding  seasonality 4,

of their HR demand 59

is connected to the 100

internal  headcount 8o

management process. 60

Only one-third of the 40 4 20 20

companies consider 20 103

new market players as 0 —
Minimum

a significant driver.
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Employers are trying to find more flex-
ible operational schemes in terms of
shifts and working hours due to the
increased need for employee retention
and the increase in processes offered
and the higher value-added processes
transferred to the Hungarian BSCs. The
increase in the use of multiple shifts
(20% are using 2 shifts while 30% op-
erate with 3 shifts) and 24/7 service de-
livery show that companies are trying
to adapt to the challenges of the labor
market.

17
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90 9 90
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Average

2015 m2016 m2017
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Service Delivery Hours

Of Participant Companies (% of responses)
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Regular working hours

24/7
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The average voluntary attrition rate is 19% in 2017 amongst the participating companies and this means a

slight increase compared to the data from 2014, 2015 and 2016. Although, the trend is clearly increasing, the

attrition rate increased to 18% in the 1000+ FTE category. The attrition rate of the small size Business Ser-
vices Centers has been increasing to 17% since 2016 (13%). The highest rate can be observed in the centers

employing 501-1000 employees (29%). We consider that the average attrition rate could be decreased with

appropriate HR methods especially if we compare it with the European SSON Benchmarking Survey in

2017data that show 11% average annual attrition rate.

Employee Voluntary Attrition Rate
By Size Of BSC And By Year (% of responses)

Overall
No FTE reported (4 firms)
1001-
501-1000
201-500 21%
0-200 1%

0% 10% 20% 30% 40% 50% 60% 70%

i Voluntary attrition rate 2014 (25 firms) Voluntary attrition rate 2015 (29 firms)
m Voluntary attrition rate 2016 (41 firms)  ® Voluntary attrition rate 2017 (53 firms)

Education & Foreign Citizen Analysis

56% of the organizations use a churn predic- Of Participating Companies’ BSCs
tion system and 78% of participants utilize
engagement surveys in their people pro- 2017 20%
cesses. The average score of 73% is a slight 13%
increase compared to the scores from 2014, 26%

2016
2015 and 2016. 9%

2015 21%

10%
0% 5% 10% 15% 20% 25% 30%
i i 'What is the ratio of employees not holding an university degree? (%)

The average span of control, i.e. the hierarchy f
IeveIs at BSCsin Hungary: 12 B What is the ratio of foreign/Hungarian citizens? (%)

We have analyzed the workforce from many perspectives. Language skills have already been covered in
previous sections of the survey. As the skilled and language speaking workforce is getting more and more
difficult to recruit, alternative channels are now being examined by centers. Recruiting from abroad has
always been an option; the foreign citizen ratio has grown to 13% from last year’s average (9%) in Business
Services Centers. Because of labor availability challenges experienced on the market, the results state that
business services centers turned to educational institutions to try to recruit more employees with uni-
versity degree. The ratio of employees without university degree has decreased from 2016, from 26% to
20% in 2017. Although the answers provided to these questions were diverse in some cases, the average
ratio of women working in the industry is 59% which is a high result. The average ratio of women filling
in management positions is around 50% which shows that the gender distribution of leadership roles are
balanced out.
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Positions Fulfilled By Female Employees

2017

59%

0% 10% 20% 30% 40% 50% 60% 70%

B What is the ratio of female managers in your Business Services Center? (%)

What is the ratio of female employees working in your Business Services Center? (%)

Based on the answers of 42 companies, less

than 1% (0,82%) of all employees are living

with any kind of disabilities at BSCs. Consid-
ering the fact that most employment roles

in a BSC do not require such physical skills

that handicapped persons or ones with dis-
abilities could not fulfill, the ratio is surpris-
ingly low. Employment would be beneficial

for both parties as there are several possi-
bilities to reduce costs and to obtain tax re-
lief. A possible cause of this result could be

the lack of barrier-free and accessible office

buildings within the industry.

79% of the responding companies provide education support to their employees in order to increase their
preparedness for their jobs and for the newly transferred higher value-added activities and to set a clear
career route for them. 75% of the organizations have a standard career routes and 59% of them use the Hay
method for the matter. 10% use Towers Wattson method and 31% found alternative solutions. 10% of the
companies have a self-developed system.

The training and education programs offered by the responding firms involve internal and external pro-
grams. 85% of the companies provide both, while there are companies that only offer internal or external
training or education possibilities.

The number of average training days per person per year in the Hungarian BSCs is 12 days.

4

=< @
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Types Of Training/Educational Programs Do You Support Trainings As A Benefit
Provided By BSCs (in case of skills not related to the job)?

Internal ; 13%

External ; 2% \ 4

42%

57%

Both internal and
external; 85%

HYes ®mNo

As the greatest challenge of recruiting within the industry is to find the potential employees with the right
mixture of skills, companies support a great deal of trainings — even such trainings that are not in close re-
lation with the job. 46 companies have external partners who are providing education to BSC employees.
These trainings mainly target soft skills (56%) or foreign languages (54%). Furthermore, a high percentage of
trainings of management skills and job related technical skills are also provided by external partners. Based
on the SSON European Benchmarking Survey in 2017, 51% of respondent business centers also found as the

biggest challenge to recruit up-skill talent for higher val-
ue services. After recruiting, they found further HR chal- Useage Of E-learning Platforms
lenges as managing/reducing attrition (19%), reconfigur-
ing the workforce after digital transformation (19%) and
engaging different generations in their workforce (11%).

Based on the SSON HR Shared Service Landscape survey

published in September 2017, 57% of business centers R 25%
use an internal recruiting team, 20% of them apply re-

cruitment BPO and 23% of them use headhunting firms. 4,55%

In Europe, the key skills that centers are looking for are 4,55% 20%
leadership (19%), problem-solving ability (16%), rela-

tionship-management (16%), communication (14%), da- 20%

ta-analysis (11%), functional process expertise (7%) and = SuccessFactors = Skillsoft
language (5%). & Company / internally developed tool ®Moodle

u Saba / Saba Enterprise Cloud & Other

Field Of Educational / Training Programmes Provided
By External Partners To BSCs
Soft skills I 56 %
Foreign language I 54 9%
Management skills I 7 %
Job-related technical skills NG 2%
Management and development methods I 0%
Service-related NG 1%
Product-related I 8%
Others M 4%

0% 10% 20,% 30% 40% 50% 60%
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The participating company and the sector itself have realized during the last few years, that employ-
er-branding activities must be put in the forefront in order to keep their employees or to attract new po-
tential colleagues from the younger generations. Company events have become more important with an
89% share among the employer branding options. 95% of participating companies are using some kind
of branding programs to support motivation and are aiming to be seen as socially responsible employers;
this means a 10% decrease compared to last year. The following tools are among those being used: sports,
company events, language courses, talent programs, CSR, health and safety, environmental initiatives,
community buildings and cultural activities. 85% of the companies provide training opportunities that
now involve gamification as a new element with a 9% share. At the same time, we can observe that new
kinds of employer-branding activities are performed with the aim of targeting future employees in order
to fill the gap of the labor market. These are: increased use of social media platforms, mentorship programs,
meet-ups, campus programs and festivals. Based on the SSON HR Shared Service Landscape survey pub-
lished in September 2017, in European business centers, after up-skilling existing staff, the second biggest
HR challenge with its 16% is to sell business services as career path.

Employer Branding Tools Deployed
By Participating Companies’ BSCs

13%

Other 21% 5400 s
Company events a5
r— e i
Job fairs | 6‘:% 8o
Career Routes £ 63% 5% 106
Social media platforms 53%
Conferences and events 38%
Maternity programs _L%o 42% o0
Maternity prgrams R
Mentorship programs 2;%
Meet-ups
Campus program —19::%
Sponsorship 15%
Childcare programs =~ Et— 18% ) |4,
Festivals [ 1% %%
Gemification [ 0%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
m2017 m2016 2015 m2014

As part of the corporate branding
programs, many companies have
implemented flexible employment
options. Home working, part-time
work and flexible working hours
continued increasing in 2017, with
companies offering home working
up to 83% from 71% of 2016. More
than 80% of the participating com-
panies utilize flexible working hours, Using co-working places
which is the same level as last year.
Companies have commented that
utilizing home working and part-
time work assists them in office
space optimization. Employment
of parents with young children or employees with disabilities is another area of focus for some companies.
The share of job sharing has decreased since last year, but we can see the growing importance of the use
of co-working places (9%).

Flexible Working Arrangements Operating
At Participating Companies’ BSCs

Flexible working hours
Part-time work

Home working

Job sharing

0%

10%

20% 30% 40% 50% 60% 70% 80% 90%

m2017 m2016 2015 m2014 =2013
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Ratio Of Companies With & Without

Trade Unions (% of responses)
15% of the companies have trade
unions. Last year the figure was

10%, therefore we can state that
. . % of respondents 2017 | 15%
there has been a 50 % increase in
this regard. The change can also
be attributed to the fact that this

year the number of responding
. % of respondents 2016
companies increased by 35% -

from 41 to 5s5.

0% 20% 40% 60% 80% 100% 120%

Yes M No

In terms of salary increase, a slight increase can be observed in 2017 (4.4%) compared to the levels in the
past 3 years that meant 3% over the period

As the recruitment of the skilled and lan- Types Of University Relations

guage speaking workforce is time con- Or Cooperations (% of respondents in 2017)
suming (on average 49 days), and due

to the fact that more and more business 2% 50

7%

services centers are entering the market ® Other

and existing centers are expanding, com-
panies start their actual recruitment pro-
cess already at universities by utilizing
numerous type of relationships and chan-
nels. 59% of participants have active uni-
versity relations, which is a 9% increase 1%

since 2016. The most typical channels are ' ® Sponsorship/donations
having dedicated lectures, running grad-

uate or specified training programs, hav- ® University lectures
ing company open days, sponsorships or ‘ 13%

laboratory programs with selected uni- 19%
versities.

H Joined laboratory programs

® Training, Graduate program
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Gaining efficiency from business or Ratio Of Moving Processes During
shared services is influenced by the op- Or After Technology Change
timization of the underlying technology.

In order to be able to realize BSC bene-

fits, 81% of organizations participating in After e

the survey transformed their technology
backbone prior to or at the same time as

At the same time 46%
they moved processes into a business
services center. In 2017, due to the fact
that companies increased their process- Before 35%
es (and due to the introduction of RPA
and automation solutions), the share of 0% 20% 40% 60% 80% 100%
simultaneous technology upgrades has B % of respondents 2016 % of respondents 2017

increased from 39% to 46%.

Administrative processes are technology-dependent and, despite the fact that a significant proportion
of the benefits that can be gained from process centralization arises from using integrated ERP solutions,
54% of participants companies still do not use one single ERP instance in all countries. This is an increase
compared to 2016 (but can also be attributed that the sample — the responding companies — has increased
by 35%).

All Major Steps Of E2E Processes Managed
By One ERP System

In All Countries (% of responses) 26% (24% in 2016) of the participants are us-

ing Oracle and 67% SAP (71 in 2016), with oth-
er systems such as Navision (increased by 5%
compared to 2016), JD Edwards, CODA being
used in other companies. Own developments
still make up 15%.

% of respondents 2017

% of respondents 2016

0% 20% 40% 60% 80% 100% 120%

B Yec HNon

77% of participants reported

the use of a ticketing system ERP Systems Used By Participating Companies
to manage queries (which is a (% of responses)
significant change compared
to previous years, but this can SAP 7%71%
be attributed to the significant Oracle
growth of the sample of com-
Other

panies analyzed) and the most
commonly used systems are Own development
Remedy and Service. Nearly
50% of participants have in-
vested in the development of
an in-house solution. Many CODA
Business Services Centers use

several ticketing systems in

parallel in order to serve the H % of respondents 2017 B % of respondents 2016

different clients.

Navision 3%

JD Edwards 50%%

5%

0% 10% 20% 30% 40% 50% 60% 70%

23 Business Services Benchmark Survey | Hungary, 2017



Deployment & Use Of Ticketing Systems
(% of responses)

Usage Of Any Automation Technologies

For Service Processes (% Of Respondents In 2017)
se of ticketing system 2017

se of ticketing system 2016

4

se of ticketing system 2015
96%

= Yes = No

0% 20% 40% 60% 80% 100% 120

H Yes ® No

According to our survey, 40% of the respond-
ing companies use some kind of automation
technologies for service processes. The most
favored service areas for automation are
F&A, IT, customer services, HR, logistics and
supply chain, and treasury.

Ticketing Systems Used By Participating
Companies BSCs(% of responses)

dwn development

Other

Remedy

Service Manager

Service Center

0% 20% 40% 60% 80% 100%

B % of resnondents 2016 M % of resnondents 2017

Service Areas With Automation Technologies

(% Of Respondents In 2017) Based on the SSON Intelligent Automa-
tion Universe survey data in Q3 2017, the
Finance&Accounting most popular functions for automation

are typically the same, but the ratios are

different. The SSON survey shows 50%

Customer service including non IT help desk | I NG for F&A’ 16% for customer Services, 9%
S for HR, 2% for SCM and 1% for IT globally.

The most frequent process types used

with automation technologies are ac-

I counts payable, order processing, re-

m cruitment and HR processes, supplier

processing, auto translation, business

intelligence, OCR, front office communi-
cation. Based on SSON Intelligent Automation Universe survey data in Q3 2017, the most popular service

processes for automation are R2R (23%), P2P (18%), O2C (14%) and H2R (9%).
67% of those respondents, who do not use automation technologies yet, are planning to implement it.
33% of them plan the implementation within 1 year, the other 67% within 2 years.

HR services
Logistics and supply chain
Treasury

Other (please specify)

0% 5% 10% 15% 20% 25% 30% 35%

24 Business Services Benchmark Survey | Hungary, 2017



Usage Of Automation Technologies In 2017 Based on the SSON Intelligent Auto-
mation Universe survey data in Q3

50% 2017, 35% of BPOs and 22% of SSCs

36% did implementation of intelligent
automation technologies globally.
The top countries in implementation
projects are United States (21%), In-
dia (20%) and United Kingdom (11%).
These countries seem to try to build

60%
50%
40%
30%
20%
10%

0%

14%

% of respondents 2017 . i .
up their technological competitive
B Desktop automation (scripts, macros, etc.) edge in automation technologies
m Robotic Process Automation (RPA) that could be a challenge for the

Intelligent/Cognitive Automation (based on artificial intelligence) Hungarian market players as well.

Desktop automation technologies are the most wide-spread with their 50% in the Hungarian market, but
Robotic Process Automation has also significant ratio with its 36% at the service centers. Based on the
SSON European Benchmarking Analysis in 2017, 48% of the centers have already implemented or are in
pilot phase with Intelligent Automation.

Expecting Ratio Of Cost Saving
In 2 Years Time Scale (% Of Respondents In 2017)

39% of the respondents are expecting 11-20%
cost saving within 2 years using automation
technologies.

36%

H0-10% m11-20% 21-30% ®=31-40% = 51%-

43% of the participating compa-
nies use BPM vendor or consulting
firms in implementation phase.
During selection of automation

Selecting Criteria For Automation Technology Vendor
(% Of Respondents In 2017)

Vendor’ the most important ﬁve Ease of implementation |
criteria are the ease Of imp|emen_ ntegration in existing IT environment I
H |
(14%), security (12%), global sup- leieEligl g i
H i |
port (12%), automation rate (11%). Automation rate
] i |
Based on SSON RPA in Shared Delivery model
Services 2016 research, in 50% of Fase of extension
Knowledge management I

respondent business centers the
most popular option in RPA im-
plementation is utilizing RPA soft-
ware and building in-house RPA
expertise.

Training I
References I
0% 2% 4% 6% 8% 10% 12% 14% 16% 18%
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Robotic Process Automation is before

its breakthrough, 60% of those who use

the technology implemented 1-5 bots

Number Of Used RPA Bots (% Of Respondents In 2017) and 1-5 bots are under development at
75% of them. These data are similar what
SSON RPA in Shared Services research
showed in 2016. Based on SSON ana-
lytics, 88% of centers have less than 10
RPA bots in place. Using RPA, 40% of the
respondents focus on 3-5 processes, oth-
er 20% of them focus on 6-10 processes,
and other 20% of them 11-20 processes.
50% of these companies expect to re-
place 1,5-2 FTE with one bot in average,
other 20% of them plan with 2,5-3,5 FTE.
m1]-5 m6-10 51-75 90% of the companies expect ROl within
101-300% in the first year. 80% of them

use cloud RPA solutions (40% own serv-

er, 40% outsourcing provider), 20% of

them desktop-automation technologies.

- Software is designed to help user interface on desktop, replaces the individual workstation, and is run
on individual desktops.

« Software can be run on a PC/desktop while also using the PC/desktop to perform other regular tasks
simultaneously.

- Software is often referred to as “Attended RPA” where it requires human interaction in order to initiate a
task, as well as to continue the process.

- Software is often used to automate multiple small micro-tasks within a larger end-to-end process.

- Software is written and designed in a data center to execute the task autonomously without human in
ter action i.e. the software, the process and the robot are run only on a server.

« Human interaction is not required, as this is an “Unattended RRA".

- Often there are trigger-based rules, which initiate the RPA.

+ When the software is being run on a desktop, it consumes the entire PC thus the PC cannot be used to
perform other regular tasks simultaneously.

- Software is often used to automate long end-to-end tasks entirely without human interaction.
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Most Important Effects And Benefits Of RPA
(% Of Respondents In 2017)

Ending of repetitive work

Enhanced productivity

Enhanced compliance, accuracy based on
lower/zero quality error

24/7 availability

Better scalability

Support rightshoring

0% 5% 10% 15% 20% 25% 30%

The most important three effects and benefits of RPA for the business services companies were the ending
of repetitive work with its 28%, enhanced productivity with its 24%, enhanced compliance and accura-
cy with 21%. SSON RPA in Shared Services research in 2016 showed similar ratio with focus more on val-

ue-added work (41%), reduce FTE (21%), enhanced productivity (15%), better scalability (9%), integration
benefits (6%), and enhanced quality (3%).

Used RPA Software (% Of Respondents In 2017)

50 %

14%

59%
14%

m Other m Blue Prism m UlPath

m Automation anywhere ® Thoughtonomy m Celaton

Based on the survey, most of the service companies (59%) use own developed RPA technologies. Among
the market software, the most favored RPA solution in the Hungarian market are Blue Prism, UIPath, Auto-
mation anywhere, Thoughtonomy, Celaton.

27 Business Services Benchmark Survey | Hungary, 2017



President Individual Member DOQSYS Nemzeti Uzleti Szolgaltatd

\\\e

Celanese Exact Solutions ITSH ESAB / Colfax

HOA

HUNGARIAN SERVICE
& OUTSOURCING
ASSOCIATION

28 Business Services Benchmark Survey | Hungary, 2017



AAGCQ ,_
Your Agriculture Company j\ ALBE MA RLE"

KC l avis budget group |IBDO maGYARORSZAG

Celanese @ Cognlzant
m CORNING
cpl ®

(omputacenter

DIAGEO CDLEIHqg(
Y €& crer

.'....°-! boasys DXC.technology G EVO U d a n

= A

Leco)
.IT SERVICES . Morgan Stanley III/ / Manpower

Y

Kim 5

Royal Dutch Airlines

HHHHHHH

W [MMylan  wumw,, —Pactera
W

ctens 2 COM ¢ randstad TATA
TATA CONSULTANCY SERVICES

f( telenor EESEEE é BARE- %
vodafone

Emirates

E:[‘N %,\( hellmann® kukA

FneslundCamplnu qin Shared Service Center KUKA ROBOTICS
wrishivg Yoy nafure

MISCO goup e Atrans
@ﬁ; COSMOS

NNNNNNN




higher

value
y " added
: | < services

and advanced

technology

global talents




