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Abstract

Companies in many sectors worldwide are experiencing a general reduction in profits, mainly because of a reduction in operating 
margins. Faced with this situation, companies have reacted and reviewed, within their structural expenses, those that could be 
subject to adjustment without apparent large impacts for the corporations. 

This study analyses why companies in the pharmaceutical industry are exploring outsourcing options for their financial 
processes. To study this situation, interviews were conducted with directors at multinational pharmaceutical companies. While 
it can be inferred from this study that each pharmaceutical company is in a different financial outsourcing position, the study 
does confirm that, in general, the models suggested in the literature have been applied in this sector. In addition, from the case 
studies it has been possible to infer that the main reasons for implementing outsourcing are the same for all of the companies, 
with cost reduction being the main reason. This is despite it having been confirmed that there are hidden costs involved in the 
implementation process.
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1.Introduction 

Companies around the world are experiencing a general 
reduction in income, mainly driven by smaller operating 
margins as a result of stronger competition and the general 
economic environment (Teece, 2014)

Companies have reacted to this by analyzing their general 
administration expenses to gain an understanding of which 
can be reviewed and reduced further without large evident 
impacts (Schulman et al., 1999; Wojcik, 2020). As indicated 
by Gospel & Sako (2010) and Maatman & Meijerink (2017), 
corporations are always looking for ways to become more 
efficient in their processes in order to reduce their operating 
costs.

It is possible to find corporations implementing 
outsourcing initiatives, because of a general desire to 
reduce operating expenses and these initiatives mainly 
affect the support functions. Based on Nowacki (2008) and 
Bangemann (2017), the main support functions affected by 
outsourcing processes are: i) finance; ii) human resources; 
iii) information technology; and iv) purchasing.

Other authors such as Teece et al. (1997) and Smogavec 
& Peljhan (2017) find that the outsourcing of processes 
primarily takes place in finance and information technology 
departments, which is where the concept of service centers 
was developed. The first sector to establish outsourcing 
models for finance departments was the automotive sector 
and Ford is considered to be a pioneer in this area (Keuper 
& Lueg, 2015).  

However, other authors such as Schulman, et al. (1999) 
and Afflerbach (2020) argue that companies should assess 
whether outsourcing processes are beneficial for them, 
mainly considering the three key benefits of outsourcing:

• Reducing and minimizing general administrative costs.

• Freeing up resources in the business, so that they can
be redeployed to other more strategic activities.

• Higher level of specialization in the support
organizations.
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Considering the challenges faced by companies in some 
support departments, this paper reviews the outsourcing 
models suggested in the literature and currently used by many 
companies. This research examines whether, in the specific 
example of the finance departments of some pharmaceutical 
companies, there are differences between them, exploring 
opportunities to suggest alternatives models in addition 
to those currently used. This article is structured into an 
introduction before we move on, in section two, to a review 
of the literature about the different outsourcing models. 
Section three is focused on potential outsourcing models for 
financial processes. Section four includes the methodology 
and objectives of this research. Section five contains the 
research analysis based on the interviews performed before 
we then end the article with the discussion and conclusions.

2.Outsourcing models

In addition to the aforementioned reasons driving 
outsourcing in corporations, as highlighted by Bangemann 
(2017), CFOs have evolved into superheroes who need to 
manage and resolve many different internal and external 
situations in companies, leading to some level of general 
disappointment with the finance function. One of the key 
questions for all CFOs around the world is how to overcome 
those feelings about the finance department. They need to 
do this at the same time as trying to reduce the cost of the 
function, so that the finance role can also support the drive 
for efficiency and generate higher value for the organization. 
One of the key results of this change is the use of financial 
outsourcing models. (Venkatraman, 2015; Bangemann, 
2017; Mittal & Sridhar, 2021).

Following Bergeron (2003), different outsourcing models 
are used in organizations: i) business process outsourcing; 
and ii) shared services. As indicated by other leading authors 
such as Sanders et al., (2007), Keuper & Lueg (2015), 
Bangemann (2017) and Richter & Brühl (2017), the two 
main models used by organizations are business process 
outsourcing (BPO) and shared services center (SSC).

One of the most widely accepted definitions of shared 
services is that proposed by Van Denburg & Cagna, (2000): 
“Creation of support functions and common information 
systems with the objective to supply a better service to 
the business units”. In addition, a definition of business 
process outsourcing has been suggested by Gartner (2004): 
“delegation of one or more business processes intensive 
in IT to an external provider, who owns and manages the 
processes selected, based on performance criteria previously 
agreed and that can be measured.”

Based on Schulman, et al. (1999), “both models are the 
flip side of the same coin”, the main difference is who is 
managing the process. 

Other authors, such as Ulrich (1995) and Rosemann (2015), 
propose an alternative model to SSC, calling it “Center of 
excellence” (COE). This allows employees to collaborate 
across several functions and areas of expertise. Another 
definition, provided by Moore & Birkinshaw (1998), is that 
“a center of excellence is typically organized around an area 
of knowledge and best practices. The final objective is to 
identify and build the emerging knowledge so that it can be 
used globally”. Therefore, as suggested in several definitions 
in the literature, there is clear agreement among the different 
authors about “CoE” as a model used for value added 
processes (Moore & Birkinshaw, 1998; Rosemann, 2015). 
The aim with this is to establish best practices at a global 
level (Moore & Birkinshaw, 1998; Bryan & Herbert, 2011; 
Hackett, 2015;) that are then rolled out to other business 
units. Many authors consider it to be an extension of the 
SSC model, with the main difference being the value-added 
nature of the processes managed in this model.

If we analyze the limitations of the two main models 
included in the literature (SSC and BPO), we can construct 
the below tables which contain a comparison of the 
limitations and inefficiencies of each model:
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Table 1 Limitations/
inefficiencies of a Business 
Process Outsourcing model.
Source: Compiled by the 
author

Table 2 Limitations/
inefficiencies of a Shared 
Services Center model.
Source: Compiled by the 
author
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Considering the limitations of each of the models, as 
described below, and following the suggestions from 
Bangemann (2017), also in line with the contributions 
from Janssen & Joha (2006) and Borowska et al. (2020), 
when companies have to take the decision to implement 
an outsourcing model, they should consider the following 
factors: 

• Financial factors – investment required and expected
return, cost reduction being one of the main drivers of
outsourcing.

• Quality – expected difference if companies opt for a
BPO or an SSC model, and how this will be
mitigated internally, mainly in the event of opting for
a BPO model.

• Flexibility – focused on how companies need to adjust
to changes in the operating model.

• Best practices – access to best industry practices and
comparison with benchmarking companies in the
market.

• Organization and culture – check if the company is
ready for the change, mainly from an employee point
of view.

• Processes and information technology systems – define
the technology to be used as an enabler of the
transformational change in the operational model for
support functions.

Therefore, to summarize the models and their limitations 
debated in the literature, we can say, in alignment with 
Bangemann (2017), that there is no perfect model that fits 
all organizations.

3.	Outsourcing in financial processes

Some studies in the literature have shown that almost 80% 
of the activities performed in companies do not generate any 
value (Schulman et al., 1999), so there is an opportunity to 
centralize such non added value activities. Other authors, 
such as Gospel & Sako (2010) and Maatman & Meijerink 
(2017), have also found that public companies are constantly 
searching for ways to become more efficient in their 
processes, resulting in a reduction in operating expenses. 

As a result of that continuous search to reduce costs, a CFO/
Finance Director cannot focus on non-value-added processes, 
in relation to all the transactional activities generated in 
financial processes. Therefore, the implementation of a BPO 
or SSC model should help CFOs to focus on the business 
aspects (Venkatraman, 2015; Bangemann, 2017). This is 
an evolution of the finance role and it is highlighted in the 

literature by several authors, such as Venkatraman (2015) and 
Agrawal et al. (2020). It is known as “business partnering, in 
which finance must play a critical role in the business, being 
a real partner in the business, helping to identify risks and 
business opportunities, with the final aim to deliver financial 
results.”

If we define the challenges that CFOs have to manage, as 
suggested by Brigham (1996) and Agrawal et al. (2020), there 
are two main groups of processes in the finance function: i) all 
the processes related to accounting; and ii) all the processes 
related to financial management, including financial analysis, 
investment, business performance and search for funding 
sources. Along the same line, Drury (2013) defines two main 
group of activities in finance departments: i) accounting; 
and ii) financial management. These two descriptions of 
the functions of a finance department are relatively aligned 
with the grouping proposed by Bangemann (2017) when 
analyzing the potential activities to be managed in a BPO 
or SSC model, which are grouped under: transactional, risk 
controlling and support for decisions. 

In the same line, Bergeron (2003) analyzed non-strategic 
transactional activities, suggesting that these are more 
suitable for an outsourcing model. In addition, Cap Gemini 
(2012) performed a study to identify which financial 
activities are most suitable for outsourcing and concluded 
that these were tasks involving low complexity, not closely 
related to the business, high volume and low local impact, 
concluding that activities such as accounting, accounts 
payable and fixed asset processes are most appropriate to be 
transitioned to an SSC model.

4.	Objetives and methodology

Having reviewed the available literature on financial 
outsourcing, it appears that most of the articles and studies 
published have been performed at a global, regional or 
country level by large consultancy firms or by companies 
fully focused on the externalization of financial services. 
Those studies are based entirely on structured surveys, 
which do not allow to capture qualitative information 
in this area. As examples of this type of studies could be 
included Gartner (2004); Cap Gemini (2012); Ernst & Young 
(2013); Deloitte (2013); Deloitte (2015); Hackett (2015) and 
Deloitte (2020). As a result, the authors believe that there 
is a clear opportunity to improve on the research methods 
and techniques used to date. Even more relevant is to note 
the limited number of studies focused on outsourcing in the 
pharmaceutical sector (García, Moya, & Cuadrado, 2021).

The main objective of this article is to analyze and discuss 
the way  in which pharmaceutical companies are applying  
outsourcing models in their financial processes, and as 
secondary objective to identify how outsourcing models are 
supporting companies to improve service reducing costs.
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Case studies are considered of special interest in the social 
sciences and especially in business management (Eisenhardt, 
1989; Yin, 1994; Yin, 1999). One of the main contributors to 
the case study is Yin (1989), who defines this methodology 
as "empirical research that investigates a contemporary 
phenomenon in its real context, where the boundaries 
between the phenomenon and the context are not precisely 
shown, and in which multiple sources of evidence are 
used".   Finally, according to Eisenhardt (1989), the analysis 
of case studies is carried out to understand the process by 
which certain phenomena take place, being convenient when 
certain theories are to be validated.

Yin (1994) indicates that a large number of cases is not 
necessary, since we are not using a quantitative methodology. 
Along the same lines, Eisenhardt (1989) suggests that the 
number of cases included in the study should be limited, and 
in any case states that the cases should be selected with a 
reason, trying to avoid completely random selections. Also, 
Eisenhardt (1989) notes that, to obtain sufficiently robust 
results, the number of cases should be in the range of four to 
ten cases in each study.

For this study, the recommendations required by this 
methodology have been taken into account: five companies 
have been included in the study, thus complying with 
Eisenhardt's (1989) recommendation regarding the sample 
to be analyzed 

Regarding the technique used to carry out the case study 
analysis, several interviews were conducted with the financial 
management of the companies in an informal manner – 
semi-structured interviews (Sierra Bravo, 1995; Ander-Egg, 
1996; Alvesson, 2011; Reissner & Whittle, 2021). It is a 
completely open interview, in which the interviewer wants 
to know the interviewee's opinion on some topics, leaving it 
entirely up to the interviewer to decide how to conduct the 
interview, in order to address the key questions, based on the 
answers obtained from the interviewee (Bordas Martínez et 
al., 2015. The interviews were pre-arranged; in general, they 
had to be scheduled weeks in advance, while the duration 
of the interviews was generally close to two hours, sharing 
with the interviewees a preliminary questionnaire or script 
with questions to be addressed during the interview, at the 
same time the interviews were not recorded but they were 
transcribed by the authors (Reissner & Whittle, 2021). The 
logic followed with the questions was to start with general 
questions around the pharmaceutical industry in Spain 
and afterwards to discuss the specific questions around 
outsourcing in finance departments, comparing as-is vs 
potential to be situation.

To build the case studies, on top of previous interviews, 
action research methodology was applied in one of the 
companies. Action research methodology is a well-known 
inside analysis in which the investigator forms part of the 
investigation, not just acting as an observer (Lewin, 1946).  
More recent contributions on this methodology have been 
suggested by Coughlan & Coghlan (2002) who identify this 
methodology as:

• Action research instead of research on the action,
therefore confirming the need to be part of the action

• All members need to participate in the study

• It is an investigation that happens at the same time as
the study

• Environment pre-understanding is crucial before the
investigation starts

Given this specific research, the authors have followed 
above-described research methodologies: i) Four case 
studies were prepared based on interviews with the finance 
management of pharmaceutical companies; ii) one of the 
researchers is a finance director in a top pharmaceutical 
company, and for this specific case study the action research 
methodology was applied.

The authors have identified the following key research 
areas to be treated and discussed during the interviews:

1. Reasons for implementing a financial outsourcing
model

2. Level of outsourcing and type of outsourcing model
used

3. How outsourcing models have helped pharmaceutical
companies to retain the profitability levels.

In relation to the companies included in the case studies, as 
indicated above, five top pharma companies were included 
in the interviews and subsequent analysis. All the cases have 
the following in common: i) pharmaceutical companies with 
worldwide sale above 10 billion USD; ii) headquartered 
internationally iii) with operating business units in Spain

The companies included in the case studies have the 
following features:
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5. Analysis of financial processes in the
pharmaceutical industry: case studies

Based on the literature, the main reasons leading 
pharmaceutical companies to explore and implement 
outsourcing solutions in their companies (Nowacki, 2008; 
Dalal, 2010; Volgina, 2021). These are as follow:

• Reduction in revenue growth rates

• Higher level of firm concentration

• Competition from companies producing generics

• Price reductions triggered by stronger competition

These factors, highlighted in the literature, are cited by the 
interviewees, who identified the following changes in the 
Spanish pharmaceutical market over the last decade:

Table 3 Companies 
included in the case studies
Source: Compiled by the 
author

Table 4 Changes in the 
pharmaceutical market in 
the last decade
Source: Compiled by the 
author

After discussing the reasons for implementing financial 
outsourcing in the pharmaceutical market and its evolution in 
Spain over the last decade, it is time to focus on the financial 
outsourcing situation discussed, as previously mentioned, 
with the five companies being interviewed.  

processes and, if applicable, the outsourcing model (SSC, 
BPO or CoE) used.  The outcome of that discussion, as 
shown in the table below, describes for each of the main 
financial accounting processes, what is the outsourcing 
mode managed by each of the companies included in the 
sample, if left blank no outsourcing model used for that 
specific process: 

During the interviews, we were able to identify the level 
of outsourcing in each company for its main financial 
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Based on the above table, we can confirm that there is 
no single model applied across the Spanish pharmaceutical 
market. For example, samples four and five are substantially 
more advanced in the outsourcing area than their peers, as 
they are already using SSC-BPO and/or CoE models.

Reviewing the models used by pharmaceutical companies 
confirms that the models highlighted in the literature are 
those most commonly used: i) SSC; ii) BPO; and iii) COE 
(Bergeron, 2003); (Bangemann, 2017); (Sanders et al., 
2007); (Keuper & Lueg, 2015); (Richter & Brühl, 2017). All 
the companies included in the sample have used at least one 
of these models.

We can now analyze the models used by the companies 
in the sample to outsource financial processes. We do this 
by applying the matrix suggested by Bangemann (2017) 
which indicates which activities should be managed under 
an outsourcing model, based on two attributes: a) criticality 
of the process for the company’s strategy; and b) uniqueness 
of the process in the company. The processes falling in 
the quadrant reflecting those that are non-critical for the 
company and common, based on the proposal of Bangemann 
(2017), should be considered for outsourcing under the three 
models highlighted in the literature:

Table 5 Outsourcing model 
for the main financial 
processes
Source: Compiled by the 
author

Table 6 Outsourcing models 
for financial processes
Source: Compiled by 
the author. Based on 
Bangemann (2017)



20
Dirección y Organización
Morcillo García et al./ Dirección y Organización 76 (2022) 13-24 
https://doi.org/10.37610/dyo.v0i76.615

After performing an analysis of the outsourcing models 
adopted by the pharmaceutical companies in the Spanish 
market, we turn to a discussion of the second objective of 
this article which relates to how outsourcing models have 
helped pharmaceutical companies to retain their profitability 
levels.

Some of the main reasons highlighted by the interviewees 
for implementing outsourcing models are: a) cost reduction. 
All of the companies interviewed confirmed that this was 
one of the main drivers and outcomes of the project. One 
of the interviewees pointed out that the implementation of 
an outsourcing model triggered a shadow organization, this 
concept having already been identified in the literature as 
a result of poor implementation (Ulrich, 1995; Seal, 2017); 
b) process standardization. Again, all of the companies
interviewed confirmed this to be one of the main reasons. 
Nevertheless, one of the companies stated that in their 
implementation there was no proper standardization, leading 
to different processes in each country which in turn prevented 
it from obtaining all the benefits of the outsourcing; c) 
resource reassignment was performed adequately in all of 
the companies interviewed.

In relation to employee impact and how it relates to 
employee profitability, two different scenarios were identified 
through the interviews: i) scenario one – in which employees 
not affected by the transfer of activities to an SSC or BPO 
are more motivated in their jobs, as after the change they can 
focus on value added activities, as indicated by Flanagan & 
Grant (2013); and ii) scenario two – employees are affected 
by the change, since their job is shifted to an outsourcing 
center, usually away from where they were based before the 
change. This trend was also identified by Bergeron (2003).

6.	Discussion and conclusions

As main objective, the research tried to analyze the 
outsourcing situation and, when applicable, to identify the 
outsourcing models used in the Spanish pharmaceutical 
sector by a group of leading companies. and as secondary 
objective to identify how outsourcing models are supporting 
companies to improve service reducing costs

As described in the methodology, a case study approach 
based on interviews and action research methodologies 
was used. Authors consider that it is possible to infer some 
conclusions: 

i) Some specific transactional processes are subject to
outsourcing models in the analyzed sample, especially
those people related processes with less added value, as
indicated in previous studies by Bangemann (2017).

ii) All the analyzed companies are applying outsourcing
models in their operational financial processes, and in

some cases given the particularity of processes or the 
company degree of development and experience in the 
application of outsourcing models, the same 
company decides to apply more than one model. 
This could increase the difficulty of these outsourced 
processes control. Nevertheless, only happens in 
companies with extensive experience in managing 
outsourced financial processes.

iii) Also, there is a general tendency to move to BPO rather
than SSC for some specific processes, that in
general, have the following characteristics:  i) high
volume activities ii) manpower-intensive and iii) less
connected with the company’s activities. An example
of those activities generally managed under BPO, are
accounts payable transactions, for which two of the
five companies are using a BPO model. The same
tendency was identified for with travel &
entertainment costs which are mostly managed under
BPO models. In contrast, other financial processes,
such as accounts receivable processes, is being
managed through an SSC, in most of the companies
analyzed, as there is a big component of support
involving local finance departments, considering the
high level of connection with the local business and
the strategic importance of those processes.

iv) The use of other more advanced outsourcing models,
such as CoE, is quite limited and they are only used in
two out of the five companies interviewed, and even
then only for those areas where there is a high level of
expertise and additional value added can be provided,
such as control areas. Under this model, control and
planning activities are managed through cooperation
between local finance teams and center of excellence
teams that work in partnership to deliver planning and
budgeting support to the business partners.

v) The core activities in the companies, such as treasury
and taxes, are not considered suitable to be managed
under an outsourcing model because of the critical
nature of the tasks in those areas. Only one of the
companies confirmed that activities in these areas are
managed through a CoE.

As summary, based on this research, authors consider that 
it could be possible to infer that pharmaceutical companies 
in the Spanish pharma sector are evolving towards higher 
level outsourcing model for non-core activities and at 
the same time, it could be concluded that the main reason 
for implementing outsourcing models is the reduction of 
administrative costs. Nevertheless, it is advisable to indicate 
that this study was based on a sample of large multinational 
pharma companies and outcome could differ from other 
smaller companies operating in the same market.



21
Dirección y Organización
Morcillo García et al./ Dirección y Organización 76 (2022) 13-24 
https://doi.org/10.37610/dyo.v0i76.615

Funding

This research did not receive any specific grant from 
funding agencies in the public, commercial or not-for-profit 
sectors.

Conflict of interests

The authors declare no conflict of interests 

APPENDIX I: QUESTIONNAIRE 
USED THE INTERVIEWS 

Status of the pharmaceutical industry in Spain

• Describe, from your point of view, the situation of the
pharmaceutical industry in Spain.

• In your opinion, how has the industry evolved in the
recent years?

• What are the main changes that the pharm industry has
faced in Spain?

• What are the potential future challenges that the
industry will face in the coming years?

• Could you briefly describe what are the main
challenges for your company in the medium/long
term?

Status of outsourcing in your company and 
implementation of outsourcing models

• If applicable, in which areas of your company has
outsourcing been performed?

• What outsourcing models have been implemented?
Shared services or outsourcing through BPO (business
process outsourcing)?

• Has the same outsourcing model been applied to all
areas of the company?

• Specifically, in the financial department, what
processes have been outsourced and what model has
been followed?

• In which country/countries are the shared services
centers or business process outsourcing centers are
located?

• Are there virtual shared service centers in your
company? If so, in which areas?

• Continuing with the financial department, what have
been the main benefits of outsourcing?

o Cost reduction

o Standardization of processes

o Allocation of resources to other processes or
projects considered to be more strategic for your
company.

o Ability to focus on business strategy

o Other

• How do you measure success of outsourcing?

o Use of KPIs (Key performance indicators)

o Use of SLAs (Service level agreements) in
connection with KPIs

o Other

• What are the main resistances and problems you have
faced during this process?

o General resistance to change - including
employees in the finance department and their
business partners

o Demotivation of employees

o Loss of jobs

o Loss of process control

o Decrease in the quality of financial reporting

o Lack of flexibility with business partners, in terms
of reporting and information availability

o Other

• How were the shared services and/or BPO
implementation projects?

• What would you change about those projects
afterwards?

Current status and next steps in outsourcing

• Do you consider that all the benefits initially
considered in the business case have been achieved?
Have the expected cost savings really been achieved?
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• What do you consider to be the areas for improvement
in your company's outsourcing models?

• Do you consider that it could be expanded to other
areas of finance? Such as, for example:

o Controlling

o Business partnering

o Tax and statutory accounting

o Others

• What could be the future of shared service centers, do
you think they could:

o Use a virtual model instead of being physically in
the same physical location?

o Have more responsibilities?

o Other suggestions...
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