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 t is perhaps unrealistic for admin-
istrators to assume that the argu-
ment around “why outsource” is
worth its salt when, in reality, the

perception of cost and quality of their
services is often far from acceptable.
After all, are fund administrators not
seen as being too expensive and an
unnecessary cost - particularly in off-
shore structures where GPs simply
“need to have one”?

With the impact of the current eco-
nomic climate being felt across the Pri-
vate Equity industry organisations are
taking a fresh look at their business
models. This is happening not just for
GPs and LPs but for the responsible
service providers too. 

There has been a lot of coverage of GPs
working harder for their investors but
what about Fund Administrators work-
ing harder for GPs? The challenges fac-
ing the GP community around demands
for greater transparency, cutting costs
and focussing on new markets and
opportunities have fuelled the out-
sourcing debate but the debate for serv-
ice providers should really be around
how to best add value for clients. It is time
to get smarter and, in a recession, we all
have challenging decisions to make as to
the best use of our time and resource.

 Time to get smarter
Investing time and effort in reviewing
costs and efficiency levels is the smart
thing to do in the downturn. Investing
time in your workforce and improving
their all round industry knowledge via
cross training is the smart thing to do.
Investing time and money in client rela-
tionship management is the smart thing

to do. Seeking feedback from clients and
acting on this feedback is where Ipes has
focussed its senior managers’ time and
effort and it’s a strategy that works.

Fund administrators must mirror
the activity of review to ensure that
they are highly competitive on cost and
service quality – in short, they need to
work harder at proving their worth.
Those who align themselves with their
clients and focus on great service pro-
vision rather than pursuing on a scat-
ter gun approach to marketing in a
(costly) bid to become a “Jack of all
trades” will survive the downturn.

 Great service speaks volumes
It’s not all doom and gloom though,
indeed the growth in the fund admin-
istration industry over the last 10 years
is testament to many fund adminis-
trators getting it right. However, the
question remains - how do adminis-
trators shake off the historic negative
perception and ensure that all the
good work carried out is recognised? 

The answer, as we see it, is great serv-
ice provision - no fancy marketing or
punchy lines can possibly compete with
good old fashioned service delivery of the
highest degree. The rest will follow as
service excellence is hard to keep quiet.

 Why outsource?
The role of a top performing fund
administrator / outsourcer is to help
private equity flourish - both in good
and troubled times and this can only
achieved through investing time and
effort in their client base. Only when
quality is assured via a strong track
record can conversations take place

over “why should I outsource?”. 
Whether or not to outsource fund

administration isn’t a new debate how-
ever it’s recently gained momentum as
the arguments for outsourcing do
stack up in a downturn. Assuming
service delivery is where it needs to be,
what are the benefits? 

 1. Focus on core competencies:  Out-
sourcing part of the back office allows
GPs and LPS alike to focus on their
core competencies through reducing
time spent on non-core work. By visit-
ing the day to day workloads it will
become apparent that a large per-
centage of the day is spent on the more
administrative functions which could
be easily outsourced to the adminis-
tration experts. Outsourcing could free
up the “keyman” (FD/CFO) to concen-
trate on higher value add activities
including deals, restructuring, fundrais-
ing and new initiatives, leading the
organisation to competitive advantage
over other fund managers as the “key-
man” is released from day-to-day dis-
tractions of “fund processing”

 2. Improved Investor relationships:
All private equity houses recognise the
importance of their relationships with
their investors. Investor communica-
tion and relationships are not a simple
process this point is fully understood
by good fund administrators. It is
important that the private equity hous-
es have regular dialogue with their
investors and, importantly, give their
view on the marketplace and, where
relevant, mitigate any concerns relat-
ing to rumours or trends that may
affect performance or the team.

Outsourcing investor communica-

“Outsour-
cing could 
free up the 
‘keyman’ to 
focus on 
higher 
value add 
activities.”
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tion does not surrender the commu-
nication, instead it allows the GPs to
retain contact with their investors,
whilst the administrator streamlines
the process. Developing systems to
allow LPs to have self service access to
all of their records is where the IT
development budget for professional
administrators should have been
spent. The recent market trends have
meant that LPs have needed more fre-
quent / timely information. The other
advantage to using an administrator is
to make use of a “best practice” serv-
ice offering in terms of content of
reporting to LP’s. Whilst total confi-
dentiality over their database is pri-
ority a strong firm of expert
administrators will be able to share
trends by adapting their internal
design and reporting to meet the ever
changing LP needs.

 3. Flexibility in uncertain times:  Out-
sourcing brings a high degree of flex-
ibility both in terms of the level and
nature of resource provided. This
enables GPs to upscale / downsize as
required and to bring in expertise for
administration in a number of juris-
dictions, structures etc. In this way
outsourcing supports a nimble
response to changes in the environ-
ment enabling the GPs to move quick-
ly on opportunities where there is
intense competition for investment 

Additionally, carrying out a cost ben-
efit analysis for in source versus out-
source will give investors comfort of a
GP’s commitment to cost control.

 4. Systems:  Good systems are both
the backbone of successful outsourcing
and one of the key benefits. Out-
sourcing gives GPs and LPs access to the

latest technology without the IT over-
heads. Fund administrators can lever-
age their investment in technology
over multiple clients enabling them to
develop purpose built systems. These
are constantly reviewed and updated to
allow for new needs of the LPs. Con-
sidering outsourcing presents a good
opportunity to look at legacy systems
and processes, a full analysis via a
workshop of old to new systems is
offered as part of the review process

 5. Expertise:  Outsourcing allows
GPs access to a large pool of qualified
or qualifying professionals without
carrying the cost of recruitment inter-
nally. GPs gain their combined expert-
ise, without carrying their full time
cost. GPs can choose their team, who
already have many years of proven
relevant track record within the PE
industry, these teams are already being
exposed to new terms and conditions
in the fund documentation and act as
a safe pair of hands. By working with
a professional administrator GPs gain
access to their in depth market knowl-
edge and best practice approach to
fund administration therefore bene-
fiting from many years of experience.

 6. Cost : There is no doubt that costs
are a salient point at a time when per-
formance of the bottom line is high on
the agenda. GPs may find that they
have the same volume of day to day
activity (if not more to do) however
returns are lower and taking longer to
achieve. There is also a downward pres-
sure on fees and cash strapped
investors will want to see that GPs are
being financially prudent. Outsourcing,
and the associated cost benefit analy-
sis, can help address these challenges.

 Taking the leap
Making the decision to outsource can
be difficult. However, a reputable 
competent administrator should take
the lead, offer you a plan for consider-
ation and work with you in reviewing
costs versus benefits. At Ipes, we con-
sider this to be the start of a long term
relationship and a quality administra-
tor will prove their competency at the
outset. We find that the decision to out-
source fund administration cannot
typically be based on the “traditional
sales pitch”. Instead, the decision must
be based on looking closely at the flex-
ible service offering, hearing what is
going on in the market place, and seek-
ing feedback from those who have
taken the decision to outsource already. 

Whether you are a well established
player, or a recent spin-out, whether your
portfolio companies are flourishing or
whether you, like many others, face
times of difficulty, think about the pos-
sible advantages, and take time to hear
from those administrators who are inter-
ested in a long term partnership with you.

 Conclusion
Fund administrators may well use this
time to shift their marketing and busi-
ness development focus from a sales-
led approach to one where they
concentrate on developing a partner-
ship with well-established private equi-
ty houses. Good administrators will
encourage potential clients to review
their existing business model against
what might be achieved by outsourc-
ing to a third party and a solid track
record is key to any decision. 

Experienced administrators will
invest as much time as possible into
their own client base, and be creative in
how they go about seeking feedback and
sharing feedback. In this way, they
ensure that they can provide the right
service to the private equity industry.
The image of a fund administrator being
sub standard, and an unjustifiable cost
needs to become a thing of the past, but
the only way this will happen is through
total commitment to service excellence
each and every day. 

Ipes aims to be the best at what
they do, every day.

 For further information and a confiden-
tial discussion contact Julie Jones, Com-
mercial Director, Ipes julie.jones@ipes.com,
+44 1481 735 827.

“Ipes has a 
total 
commitment
to service 
excellence 
each and 
every day.”
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