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Where Business Leaders Make HR Decisions™

Outsourcers
Win!

Gov. Jeb Bush kick-starts the trend by
providing Othe highest quality HR
services to the men and women who
dedicate their careers to public
service Nwhile saving FloridaOs
taxpayers millions of dollars.O

Introducing the MerlinsN
their predictions for 2003

Legal Eagles plot the course
for HR Outsourcing this year

Joe Vales interviews HRO
money mogul Mark Dzialga




COVER STORY

(from left) Cynthia
Henderson, Secretary of
Florida’s Department of
Management Services,
and Karen Bowman,
President, Convergys
Employee Care

GOVERNOR JEB BUSH KICK-STARTS THE TREND BY
OUTSOURCING HR SERVICES FOR FLORIDA CIVIL-
SERVICE EMPLOYEES. BY JOE ANGIONE
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The trend to HR outsourcing grows and
grows, and you never know where it’s going to
go next. Providing outsourced services to
government agencies isn’t new. Various gov-
ernment entities, from cities to counties and
states, have long outsourced a wide range of
functions, including building maintenance,
parking lots, even operation of county cor-
rectional facilities. But contracts with state
and municipal agencies are beginning to take
on the scale that would make industry
observers want to stop and think hard about
how to develop the most appropriate and
most successful outsourcing relationships.

According to Harry Feinberg, CEOQ/
Chairman of HRO Today: “The relationship
between the State of Florida and Convergys
Employee Care will serve as the textbook
model for outsourcing to government agencies
for a long time to come.”

In August of this year, after approval by
the Florida Legislature a few months earlier,
the state’s Department of Management
Services (DMS) signed an agreement with
Convergys for the company to provide near-
ly all of the transactional personnel servic-
es required for 189,000 state employees. The
contract, set to run for seven years, is valued
at about $280 million.

THE QUEST FOR BEST PRACTICES

In a recent interview, Florida’s DMS Secretary
Cynthia Henderson outlined the reasons
that prompted the state’s interest in the
potential of outsourced HR. “There were a
number of events going on that led us to
explore outsourcing opportunities. First was
Governor Jeb Bush’s directive to all state
agency heads to explore both the private
and public sectors to identify the best prac-
tices in use today in various subject areas, and
to determine their applicability to state gov-
ernment. My office was tasked with the
responsibility to explore the potential out-
sourcing of personnel functions, especially
since the outsourcing of HR was becoming a
‘best practices’ trend that many business enti-
ties were embracing.”

Is a state government really a “business™
“There’s little doubt of this,” says Convergys
Employee Care’s President Karen Bowman.
“With budgets tightening everywhere, in gov-
ernment and private industry, the need to
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Gov. Bush Applauds Convergys’ Assistance
With Implementing Service First Initiative

Convergys Corporation’s Employee Care business unit began work in late summer of this
year on a business process outsourcing (BPO) contract with the State of Florida to sup-
port its 189,000 employees and elected officials with services such as HR, benefits and
payroll administration, recruitment and training. Florida, the fourth largest state in the
U.S. (population), is the first major state to outsource its HR functions. Convergys was
selected after the state’s Department of Management Services completed a thorough
competitive analysis of more than a dozen outsourced services providers. “Working with
Convergys enables us to provide the highest quality human resources services possible
to the men and women who dedicate their careers to public service,” observes Governor
Jeb Bush. “By leveraging Convergys’ service delivery expertise, resources, and technolo-
gy, we can expand and improve the human resources services our employees receive,
while saving Florida taxpayers millions of dollars.” According to Cynthia Henderson,
Secretary of Florida’s Department of Management Services, the project will consolidate
similar personnel-related functions across state agencies, resulting in tremendous gains
in service delivery and avoiding future costs of up to $173 million over a seven-year
period. Both Governor Bush and Secretary Henderson recognize that state governments
are in a unique position of having to serve two “customers;” the vast array of employ-
ees, who need and deserve excellent employee services, and their citizens, who want to
be assured of the best value for their tax dollars. The systems and specialists that
Convergys will deploy in support of Florida will allow the state to retain its best employ-
ees, and also to operate more efficiently while delivering a solid return on its invest-
ment in outsourcing. All indications point to the state’s contract with Convergys as
another successful step in implementing Governor Bush’s People First initiative.
Therefore, state employees can focus on their core mission of serving the citizens of
Florida.“Outsourcing is just one more way we're meeting our goal of being good stew-
ards of taxpayer dollars in Florida. Where outsourcing will improve services or lower
costs, we'll do it; if it won't, we won't. It's that simple,” says the Governor.
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91% of Executives At Companies That
Outsourced HR Services Say They Are
Satisfied With BPO Initiatives

(source: PricewaterhouseCoopers)

85% of HR Outsourcing Companies

Become More Profitable As A Result

(source: PricewaterhouseCoopers)

HR Outsourcing Markets Are Growing
At Over 15% CAGR - With BPO Growing
At 30% CAGR

(source: IDC, JP Morgan, HRO Today)
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But Do You Have A Strategy?

We’ve Created This Event,
Just For You!

1RO

Whers Business Leaders Maks Profitable Declalons

HUMAN RESOURCES OUTSOURCING
CONFERENCE & EXPOSITION

July 28-30, 2003 » New York Hilton « New York, NY
WWW.HROWORLD.COM

ALSO INCORPORATING:

HRO  HROE

EXECUTIVE SUMMIT HuUMAR RESOUACES

STRATEGIC HR SOLUTIONS g
FOR SENIOR EXECUTIVES H 2

‘Where Business Leaders Make HR Decisions™

SPONSORED BY:

COVER STORY

cut costs is universal. Also, governments and
corporations alike are driven by the desire to
improve the quality of their services, increase
their access to information, and enhance
their ability to make better decisions. While
a corporation’s core business is serving the
needs of its customers, the core function of a
state is serving the needs of its citizens.”

In addition to Governor Bush’s directive,
the inadequacies of Florida’s software system
that supported its personnel service was also
a factor in exploring outsourcing. “It was an
old legacy system that went down frequently
with loss of important data that then had to
be re-entered into the system. We were look-
ing at a very significant cost to upgrade the
software package in-house,” notes Secretary
Henderson.

“Outsourcing made perfect sense for Florida
because of the huge financial burden the state
would have faced in replacing its outdated sys-
tems,” said Jeff Schutt, President-Elect of the
National Association of State Personnel
Executives and current Director of the
Colorado Division of Human Resources.
“NASPE members around the country are
monitoring the Florida/Convergys partner-
ship very closely. If Florida and Convergys are
successful, more states are going to look
toward solutions such as this.”

A SELF-SERVICE HR SYSTEM

Spurred on by the Governor’s challenge to
find a “self-service” HR system, and the cur-
rent condition of the state’s personnel depart-
ment software, Henderson and her aides set
down a brief list of reasonable, very attain-
able objectives. “We hoped that by out-
sourcing we could boost the quality of the
services we offer to employees, while at the
same time reduce the cost of providing these
services, thereby allowing us to redirect the
savings to other areas of need within the
state, such as education, caring for the dis-
abled and fighting crime.”

Florida DMS found Convergys through a
deliberate and careful process. First, an inde-
pendent consulting firm helped write an RFP,
and provided advice on the outsourcing
process. Several suppliers responded to the
state’s invitation to negotiate, and they were
soon narrowed to three firms.

At this point, the supplier that could offer

DECEMBER 2002/JANUARY 2003



A Partnership That's Really a Team Effort

In a marriage, if the spouses don’t treat each other as equals,
the nuptial contract is headed for the rocks. In like fashion when
in a business relationship, if one of the parties is subordinate to
the other, then lines of communication
are broken, resentment festers and the
goals of the relationship are lost. The
tactics of business relationships must
support the strategy. “My part of the
Convergys-Florida relationship began
over a luncheon meeting in Tallahassee

for such a project is easy and open,
two-way communications. As project
coordinators, Ed Rodriquez and | have
established this level of communica-
tions, and out of it has come a very
robust governance process that is in
place on both sides of the project’s
implementation. It has us talking to
one another on a weekly, sometimes
daily basis. This has allowed our part-

Morris Applewhite

Ed Rodriguez,DMS
Deputy Secretary
Florida’s Department of Management Services. “It was a learn-

ing opportunity for both of us. We freely discussed
objectives and capabilities, and it really didn’t take
much more than that one meeting to know we had
similar philosophies and that our two organizations
would fit nicely culturally. | sensed then that it could
be a long-term partnership that would far exceed
what usually happens in a typical supplier-client rela-
tionship.” “An outsourcing project of this magnitude
demands deep expertise and very significant cooper-
ation from a management perspective,” observes
Convergys’ Chris Emerick. “And the best foundation

the greatest value became of paramount
importance. The plan submitted by
Convergys included HR service centers in
both Tallahassee and Jacksonville. It also
allows the state to roll each of the personnel
offices operated by the state’s 31 separate
agencies into a single administrative function,
thereby ending an expensive duplication of
effort. Additionally, Convergys would use a
workforce of Florida residents. This was just
what Secretary Henderson wanted: a clear
link with the employment needs of Floridians.
The business plan went to the Florida
Legislature in March for approval.
Currently, the Florida DMS and Convergys
are in the process of a multi-phase service
implementation. The initial phase is sched-
uled to go live May 2003, with the final phase
scheduled to go live January 2004. (The
phases include staffing administration, HR
and payroll administration, learning and ben-
efits administration.) “We're pleased that all
of the state agencies involved in the project
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that | had with Chris Emerick,
Convergys Employee Care’s Vice
President of Operations,” recalls Ed
Rodriguez, Deputy Secretary of

Chris Emerick,VP
Convergys

have been very willing to, and adept at, com-
ing up with new ideas and innovations to
speed implementation along,” reports
Henderson. “They’ve been very good at devel-
oping the necessary forms, applications and
procedures that are vital for future opera-
tions. This makes us very confident because
success in outsourcing comes from re-engi-
neering how to execute your practices, so
that they’re in line with new technology
rather than trying to adapt new technology to
fit your existing business practices.”

Secretary Henderson also explained that
the interagency cooperation experienced
during the implementation process is the
product of excellent communications
between DMS and all state agencies, and
between Henderson’s project people and
their counterparts at Convergys.
Communications is the glue that holds every-
thing together.

How has Convergys measured up to the
demands of such a far-reaching project?

nership to follow very closely along the VP, Convergys
guidelines we established. We’re experiencing a lot of success
with an implementation of this scale because both Convergys
and the state of Florida have supported it with an extraordinary
commitment of resources that, | think, has exceeded all expecta-
tions.” Secretary Henderson adds, “At the heart of
this commitment is the involvement of people, our
specialists in all the areas and agencies affected by
this project. We meet with all of our personnel direc-
tors weekly to brief them on where we are in the
implementation process. In turn, they participate in
the project’s work groups, and we’ve also drawn in
representatives from every agency in the state to add
their ideas and efforts to every aspect of the project.
This will have a strong impact on the continued suc-
cess of what we’re doing with Convergys.”

Remarkably well. “It’s been a lot of long,
hard work on both sides,” says Henderson,

“But thanks to high levels of cooperation,
implementation of this project has probably
fared better than any previous outsourcing
project initiated by the state of Florida.”

“Our extensive process expertise and great
communications has resulted in a tremendous
partnership between us and Secretary
Henderson's office,” reports Convergys' Karen
Bowman. For Convergys, a project like this
is all in a routine day’s work. “The imple-
mentation planning and process engineering
we've had to accomplish with DMS s typi-
cal of the work we perform for all of our
clients.”

An important concern to those outsourc-
ing suppliers who've never had a government
as a client would be: just how different might
it be to work with a government agency, in
terms of negotiations, implementation and
ongoing operations, than it is to serve a cor-
porate business entity? Karen Bowman was
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‘Governments and corporations
alike are driven by the desire to
improve the quality of their
services, increase their access to
information, and enhance their
ability to make better decisions,’
says Convergys’ Karen Bowman.

quick to lay much of this concern to rest.
“There are more commonalities than there are
differences, between governments and busi-
ness entities. Since both states and corpora-
tions have similar core functions, serving
customers and citizens, and both of these
core considerations can be damaged by very
similar problems—failing services, gaps in
information, outmoded technology and poor
decision-making capabilities—outsourcing
has equal potential for both. Good commu-
nications and a true partnership strategy are
vital for any outsourcing relationship, be it a
state government or a corporate entity.

“The only substantive difference between
the two as clients,” Bowman explains, “is
that while a corporation would have its top
executives present an outsourcing project to
the company’s board of directors, a state pres-
ents its outsourcing recommendation to its
legislature for approval.”

The Convergys
corporate campus,
. in Jacksonville.

)

FLORIDA’S SERVICE FIRST INITIATIVE

DMS Secretary Cynthia Henderson and
Karen Bowman both agree that the
Convergys contract will be a vital force in
achieving the state of Florida’s Service First
initiative inaugurated by Governor Bush.
“There are actually two parts to this ini-
tiative,” notes Secretary Henderson. The ini-
tial part is called Service First, and is designed

Then and Now—Florida's HR Services

OLD FLORIDA HUMAN RESOURCES SYSTEM

ok

by i

to empower state employees to do their jobs
more effectively and to be better rewarded for
their hard work. Broadbanding, a component
of the Governor’s Service First initiative,
allows them to remain within their job clas-
sifications and to have an opportunity for
salary increases without having to receive
promotions into different types of work. It
also gives them better, more focused training

NEW FLORIDA / CONVERGYS “PEOPLEFIRST’SOLUTION

Limited operational hours.

Antiquated legacy HR system difficult to maintain, unstable,

inflexible, and at full capacity.

Faced initial cost and risk of re-engineering processes as well
as implementing and operating a large ERP system.

56 HRO TODAY

Self-service 24x7 for employees and managers, and 8 a.m.
to 5 p.m. HR service center Employee Care specialists.

Leading-edge HR technology platform with expanded software

functionality, improved security and compliance.

Delegated project implementation to Convergys with state-
managed service levels and results, not an ERP system.
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programs and makes them eligible for shared
savings opportunities, in which those who
come up with successful money-saving sug-
gestions can receive salary increases based
on the actual savings.

“The second part is our People First ini-
tiative, which serves as the transactional side
of the Service First initiative. It incorporates
a new job-classification system, clear and
definitive online performance evaluations,
coupled with an automatic reminder to super-
visors of exactly when performance evalua-
tions are due.”

Other elements of the Convergys contract
that will support Florida’s emphasis on Service
Firstand People First are Web-based admin-
istrative technologies that integrate well with
low-tech contact/interactive mechanisms,
including telephone, fax, mail and interactive
voice response. Convergys will manage a full
slate of HR processes including staffing admin-
istration, HR and payroll administration,
learning, and benefits administration.

GREAT EXPECTATIONS

According to Morris Applewhite, Convergys
Employee Care’s Vice President of Sales and
Marketing, the contract has already saved
the Florida DMS nearly $90 million in cost
avoidance because it eliminated the need to
replace its existing HR system. Furthermore,
it's anticipated that the outsourcing project
can save Florida up to $173 million over the
seven-year course of the Convergys contract.

Secretary Henderson adds “the project
with Convergys keeps adding to the State’s
foundation of knowledge about the poten-
tial of outsourcing to deliver best practices and
solid savings in government operations. Ours
isn’'t the first case of outsourcing by the State
of Florida. Prior to this, Florida has outsourced
the storage of records, and also the mainte-
nance of buildings and the security of facili-
ties. We're not the first outsourcing project,
but we are currently the largest.”

Will there be more? “Yes, definitely,” says
Henderson. “We have another big project
just getting underway called
MyFlaMarketplace, which is an e-
Procurement system that will outsource pur-
chasing for the state.

Could Florida’s experience be the start of
a trend among other states to become
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involved in outsourcing? Convergys
Employee Care president Karen Bowman
answers that “there’s clearly a significant
amount of interest in outsourcing coming
from other states, and we're currently in pre-
liminary discussions with certain states to
discuss the benefits of projects similar to the
one in which we’re now engaged with Florida.
There are many states with legacy software
systems that must be replaced. They all have
budget concerns like those of Florida, and
they all want to be able to focus more sharply
on serving their citizenry. Certainly, if this
interest continues and is indicative of a trend,

then this could very well be the beginning of
a significant movement among governments
to outsource.”

To this, Secretary Henderson adds: “A lot
of states, if they are similar to Florida, and |
assume that they are, have to understand that
non-core functions, such as administrative
services, are not favored nearly as much in
their budgets as are core services. These gov-
ernments must then prioritize their resources
with an eye toward pulling some away from
non-core functions and directing this money
to core areas. This is a good reason for any
state to consider outsourcing.”
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