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Uncertain Times...

We don’t know if there will be a recession ....but there will certainly
be slower growth

For many of us ‘09 will be one of the most challenging years of our
careers

Bevington was established in the last recession and is grounded in
pragmatic productivity improvement

We have reviewed a series of “rapid productivity” examples
sampling from studies

In the middle of the recession AND

Distressed circumstances in growth times
(e.g. loss of customers to overseas players)

We found the following common elements...
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There are 7 key elements to an intelligent
response

1.

2.

3.

Eliminate non-core activity (where is staff time really spent?)
Reduce waste in essential processes (don’t pay to annoy your customers)

Restructure for lower volumes (ensure you get the cost side of a revenue
reduction)

Reduce complexity (simple costs less)
Modulate service levels (and still keep your customers)

Eliminate strategic noise (looks promising,
but is it a leadership distraction?)

Remember the basics (I would imagine
you are all looking over your cost lines
right now)
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The challenge is to combine these 7 elements
Into a 60 to 90 day program

Day 0 30 Days 60 Days 90 Days
\4 A4 \'4 \'4
Data
Gathering
Wave Zero Implementation >
« Walk the floor solutions ‘ Wave 1
*Seelt, Fixit . Implementation
* The “No Regret” solutions
» Obvious low risk Wave 2
* Justdo it Implementation
* Light analysis
« Quick risk-benefit analysis Wave 3
Implementation
* Medium risk

* Risk-benefit analysis
» Approval required
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The 7 key elements
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1. Eliminate non-core activity (where Is staff
time really spent?)

That which lies outside of core
processes is an opportunity for
cost reduction

A range of internal service
activities can be eliminated with
the right focus

Restructuring is usually required to
realise the benefit — this is known
as Task Restructuring

Process Split

Core Process  70% 28% 15% 65% 50% 20% 59% 35% 68% 40%
NVA Process  30% 72% 85% 35% 50% 80% 41% 65% 32% 60%
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2. Reduce waste In essential processes (don'’t
pay to annoy your customers)

Detailed Processes

Analysis identifies
specific issues

[NOISE DRIVERS FROM FINANCE DEPT
1[AP receive bundied statements/invoices that could be splivsorted_at facility when received
2linaccurate/incomplete coding of supplier invoices b

 provided to setup vendor in ITSYS'

afSuppler invoice is not GST compliant
5|Supplier invoices not split by facili
6]GL code in wrong tab sequence (can lead t© incorfect tax ireatment in ITSYS)
7]Human error in processing voucher batch onto ITSYS
8| Supervisor has insufficient information on vouchers
9lBatches not posted in timely manner (prior to chg run)

d that should not be paid

11[Payments by branch don't equal total payments

12[Duplcation of tracking/monitoring (Additional Spreadsheets)

13 Transaction needs to be performed in BANKONLINE AND ITSYS

14[Cross eniity_posti

15[Coding error prevents cheque being raised

16[Chequt in tmely manner (aged payables)

17[Internal payab, d (oncharging)

18[Supplier has not received payment (and is following up)

19[Bond Interest set incorrectly in ITSYS (iab problem?)

20]Human data entry error at facilty (TS YStraining/General training issue?

21| Address not clearly linked between front and back office in ITSYS leading to discrepancy

22]DOA communication by fax (requires manual handiing and entry)

23]Late Notification of change from DOA

24| orkilow of Direct Debit form is unclear and inconsistent

25 Incomplete Direct Debit form

&= Activity ° 1510
b Step Cat | Hours | (Noise) | ustotan | Fnancal | _pane
Driver serves | soltors
155| Redraw training issues regarding draw downs | N 138
16 | Funding/Custodian handle settlement &
maturity date enquiries
16.1] Broker sends maturity date inquiries to 0.0
Financial Services
162 Receive email settlement and maturity date | N | 0.65
enquiry from broker
163| Investigate email inquiries N[ ass
16.4| Supply maturity and settlement date and N 13
send email response
17 | Custodian bar code & scan new loans
setled loan
171] Receive hard file from Settlements B 5.86
17.2] Count pages in file and update cover page N | as3f2
17.3| Sortfile into correct order N 4672
17.4| Enter loan number into barcode into system S 391
17.5| Print barcodes for all documents s [ o1
17.6| Label each document B 643
17.7| Scan each page of file s 1034
17.8|  Accept scanned images in system s 175
17.9 Review all imaged docs for quality B 243
17.10| Delete and re-scan any docs not imaged N 35(2
correctl
17.11| Place hard file in compactor in alpha order s 76
17.12] Count total files scanned and add to stats D[ 467
sheet

Teams OWN

their data
(Engagement)
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26[Outcome of dicharge setlements not fed back to clear account
27[ITSYS is not able to generate DVA compliant Invoices
28[Biling data incomplete on ITSYS

29|ITSYS cannot process partial Direct Debit

30| Transmit file not formatted correcth

Di
32|Cannof il balance statements for respite residents
33[Cann: Statements

34finconsistency on statement
35|Statementis unclear

36|Cheque sent to wrong place (inbound)

37|No remit cheque

38| Appropriate Tax Treatment s Unclear

39| Need to use rate override for individuall
40fFiling problem

21]Purchase order not completely filed in

42| can't generate complex PO

43[ITSYS not 't hold Purchase Orders

44| Supplier incorrectly addressing mailinvoice

25{invoice does not match PO

26[Duplicate invoice detected

47{invoice not approved in

for non payment not fed back to AP

Providing
Quantified Insight..

FOCUS OF EFFORT (ACCOUNTANT)

Receive informationinstructions
for data analysis/processing (incl.
chase-up of information)
10%

Other Administrative activities (eg
Training, Meetings, Email
Management, Develop new
processesireporting etc)

Maripulate (eg. formating, layout,
Handle Queries (Reacive), sorting) data to enable
ot analysisipresentation/processing
14%
SignoftiSend/TransferiFile
analysed data
%

Analyse/Process data
59%

N

Teams OWN

their ideas
(Engagement)

High O

00
00

Management

O
Alignment Oo O |©O O T
(Engagement) £ - -0 ——n O
U)LDWO O

Low High
Behavioural change

Quantified selection and
Prioritisation of what to do...

IMPLEMENTATION

Teams OWN

the outcome
(Engagemen
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3. Restructure for lower volumes (ensure you
get the cost side of a revenue reduction)

More than just a volume assessment — supporting task
activity needs to be fundamentally reassessed

“SMART” MEANING

Stop this task
(Do not do it anywhere any more)

Keep this task in this team
VIAINTAIN

Do more of this task
AbD (New effort — not currently being
done elsewhere)

Do less of this task
(lower volume/lower frequency)

Ensure that the tasks are
Do this task in another team appropriately allocated to roles

(benefitin cost to perform or

focus) | |

Develop Targets agreed by Managers and their Peers!
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Outsourcing Is one form of task restructuring

e Strategic outsourcing is popular — but not fast (e.g. outsourcing
Information Technology or consolidated recruitment outsourcing)

« Greater level of short term risk than
* Stopping
* Reducing
* Internally transferring

However, tactical
outsourcing remains valid
(e.g. customer self service,

or limited printing

functions, or desktop
support)
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4. Reduce complexity (simple costs less)

W

Price complexity
Contract complexity

Organisational complexity

* Role complexity
« Identify role content
» ldentify waste reduction opportunities
* Restructure with clear accountabilities
* Layering
* In-sourcing / out-sourcing

. Customer complexity

* Managing the tail
Product complexity
* Managing the tail
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5. Modulate service levels (and still keep your
customers)

* In good times many enterprises will steadily lift service levels
(sometimes because of competitive threats, or more generally
for customer adhesion)

* Intougher times finer judgments need to be made on SLAs and
relationships between service and cost

e« SOme processes are more customer
sensitive than others

e Some services level enhancements

add cost on a non-linear basis
 The trickis to find the “leverage point”
— where can costs be maximally cut
for minimum impact on retention
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6. Eliminate strategic noise (is it a leadership
distraction?)

Some “non-operational” activity is deemed to be of strategic value
YET in the current circumstances may actually be NOISE

On the other hand be careful not to confuse Strategic Noise with
investing for the future

This is a good time to really
consider the business that
you are in and “cut your
cloth accordingly”

What value will your
customers really get from
some of your “strategic”
activity?
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7. Remember the basics

Cutting the tail - market
Products
Customers

Cutting the tail — internal
Reports
Internal services

Procurement

Roster efficiency

Asset utilisation / efficiency
Inventory

Discretionary spend reviews
Forced fasting

Property reviews

Salary reviews

....etc
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Task Restructure I1s essential to release the cost

It is often the case that PART OF AJOB is
value adding — but it is hard to liberate part of
an FTE

Task Restructuring becomes essential — combining
activities into logical job definitions AFTER NON-CORE
activity has been removed

ValueAdd 50% 40% 60%
=15FTE
Non Value Add 50% 60% 40%
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Do it quickly! 60 — 90 day cycles are the way!

Quick cycles to
Eliminate non-core
Remove waste
Adjust for lower volumes
Reduce Complexity
Modulate service levels
Eliminate strategic noise

15
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Case Study Extracts

Full case studies available at
www.bevingtongroup.com
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BEVINGTONGROUP

Coles Myer — Supply Chain Finance

A Change Network Presentation
October 06

Understand - Engage - Evolve

www.bevingtongroup.com
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CML Finance restructured the team to save
37.5% of resources

“SMART”

MEANING

COMMENT

Stop this task (Do not
do it anywhere any
more)

Stop means eliminate from
the operation completely

Keep this task in this

You may still reengineer to

currently being done
elsewhere)

MAINTAIN team improve it though

Do more of this task

(New effort — not : S
ADD Effectively a core injection

Do less of this task
(lower volume/lower
frequency)

Reduce is usually in
response to a change in
environment or need for a
task — This is not an
efficiency saving due to
noise reduction or saving
due to redirection

Do this task in another
team

(benefitin cost to
perform or focus)

Redirection may deliver a
saving either by more
appropriate resource doing
the work or via
‘consolidation’ where we can
get economies of scale)
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*Real FTEs reduction realised

*Reduction of 37.5% in hours for
those tasks allocated to new
restructured roles

«Stopped 6% of hours for tasks
that are to be eliminated

eIncrease of 170% in hours over
original Core (value adding)
time

«Potential for further increase of
CORE activity for several roles
though at present decided to
use these hours in managing
the change.
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We now had to make sure that everyone knew
what they were supposed to be doing

Position descriptions and
Responsibility matrix ensured we
locked all deliverables down
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Autoliv Australia
Managing Dramatic Change Whilst Maintaining Capabil ity

A Change Network Presentation
December 06

Understand - Engage - Evolve

www.bevingtongroup.com
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Whilst many of the consequent decisions were
hard — there was also little choice

0}
Dec 04 Jun 06 & Cha}nge
Required
Production
Lines 48 30 (38%)
Total Labour
Headcount
Reductions 815 211 (75%)
Direct Cost
Reductions (65%)
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We needed to move on Restructuring before
Process Reengineering — A Leapfrog

In a theoretically perfect world
the detailed structure, role and
process alignment would be
established before
restructuring

However, real world
Imperatives mean that
restructuring must often
precede reengineering and
full role definition

We had to cut staffing levels
even before we were ready
with the reengineering ideas

We then reengineered (and are
still doing so) — creating “lean
processes” to allow the
remaining staff to cope
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Gather data on what
is really happening

Set Restructuring
Targets by Team

Implement
Restructuring

Reengineer to create
“leaner processes”
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