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ABSTRACT

With the renewed emphasis in recent years on profitability as the the key corporate
metric, “forgotten” functions such as finance, human resources, procurement and IT are
back in the spotlight. They are not only being viewed as sources of cost efficiency, which
has been the traditional focus, but also as tools for corporate strategy and competitive

advantage.

But turning these functions into strategic value drivers can be as difficult as spinning
straw into gold. Indeed companies have adopted a variety of approaches, form simple cost
reduction and consolidation to discrete outsourcing and offshore strategies. However
inconsistent approaches have led to equally inconsistent results. Benefits are available,

but, in many instances, they are less than ideal and frequently short lived.

In this paper, we will evaluate the effectiveness and efficiency of the newly implemented
Anglo Coal Financial Shared Services Centre to determine if the inherent benefits of
introducing a shared services environment is being realised. We will benchmark the
current “AS-IS” state of the SSC to best practice in order to assess the gap and
recommend a set of possible initiatives that, if implemented, will help improve the

performance of the SSC.

A broad, systematic approach was used in the diagnosis of the SSC that incorporated the
three primary elements of a system — the processes, the technology that enables the
processes and the people that drive the process. The research methodology is divided into
two phases. Face-to-Face interviews were utilised to assess the process and technology

aspects while a rating questionnaire was used to evaluate the people aspects.

The study then makes several recommendations to help correct the most critical findings

on process, technology and people of the study.
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CHAPTER ONE: INTRODUCTION

1.1 Introduction

In a customer driven and an ever-increasingly competitive market, companies are
constantly looking for new and innovative ways to improve performance (decrease
bottom line, increase top line), to execute at speed in line with strategy and to stay ahead

of the business curve.

Since the mid 1990s Financial Shared Service Centres (FSSCs) have become an
established part of the business landscape and are likely to remain so for the foreseeable
future. Research indicates that more than 35% of Fortune 500 companies now have
shared service structures (Arthur Anderson Worldwide, Insights on European shared
services operations., 1997). The market in which multinational companies operate is
characterised by globalisation, mergers, acquisitions and consolidation requiring
companies to standardize operations to stay competitive. An effective way of keeping
costs down and improving efficiency is by moving certain functions to one central

location. One way to meet this challenge is for companies to set up an FSSC.

When first conceived, the objective of the shared services concept was almost exclusively
to create vast data processing for large volumes of paper invoices/ journals and other
transactional documents. However, firms quickly realised that FSSCs could also be
vehicles for the centralisation of higher value added activities such as treasury, cash flow
management and corporate reporting. The need to align the business strategy and
administrative processes, combined with a desire to reduce headcount, is often the
primary motivation for the move to FSSCs. Recent reports by Ernst & Young, Arthur
Andersen, KPMG and PwC have highlighted the growing importance of FSSCs in
delivering accounting services in the multinational and pan-European environment. A key
element of the FSSC phenomenon is the evolving role of the finance function and the
ongoing efforts to improve the quality and value added derived from accounting services.
This move to establish FSSCs in Europe has been prompted by a number of factors

including:
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e The enormous pressures on the accounting function in multinational corporations
(MNCs) to cut costs in highly competitive markets.

e The comparative high cost of Southern African accounting services when
benchmarked against back office costs in North America and Europe.

e The opportunities for centralisation presented by the harmonisation of accounting
standards, taxation regimes and the liberalisation of telecommunications markets.

e The emergence of enabling technologies in the form of International Direct Dial,
International Virtual Private Networks, enterprise resource planning (ERP)

systems and inbound international toll free services.

Managers have been justifiably sceptical about the potential benefits from the
establishment of FSSCs. In particular, operating site accountants argue that the back
office overhead is typically a relatively low proportion of a company’s total base cost
when compared with the major back office re-structuring or re-engineering needed to
achieve an FSSC. The evidence from practice, however, would suggest that this
skepticism is unjustified, as the opportunities from FSSCs for a sustainable reduction in
an organisation’s cost base can be significant and wide reaching. The most obvious
opportunities for companies come from eliminating non-value added activities such as
multiple authorisation processes and reconciliations. Organisations can gain economies of
scale and improved productivity by consolidating and centralizing repetitive or
transaction based activities. FSSCs facilitate the leveraging of global purchasing powers,
redesigning processes to take advantage of technologies and focusing staff efforts on

providing a better quality of service to customers both external and internal.

1.2 Motivation of the Study

Anglo Coal decided to centralise parts of the Financial Services that were housed in each
colliery into a Financial Shared Services Centre with the aim of reaping cost savings from
economies of processing scale. However as with most new and rather unfamiliar
initiatives it becomes necessary to evaluate its progress or to determine if the initial

objectives have been achieved.
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The most salient benefits of the study will be to Anglo Coal who will receive an
evaluation of the post implemented SSC as compared to world best practice. The study
will allow them to better understand what is required to optimise the SSC in terms of

performance and service delivery.

Other benefits of the study include adding to the body of knowledge on implementing
shared services in the Southern African business landscape which could have immense
value to other mining companies with similar characteristics as Anglo Coal. Further
benefits of the study will be derived on a personal level. As a management consultant, a
greater understanding of shared services centres and its implementation in Southern
Africa offer substantial opportunities for obtaining value and performance improvement

that can be offered to current and future clients.

1.3 Problem Statement

Determine the “AS-IS” or current state of the Anglo Coal Financial Shared Services
Centre (ACFS) in terms of effectiveness and efficiency by identifying areas of
improvement and making recommendations that will assist Anglo Coal in closing the

performance gap.

1.4  Objectives of the Study

The study was a high-level assessment with the aim of identifying possible performance
improvement areas and to find the obstacles (“burning platforms™) that are preventing
ACFS from achieving its vision of being the preferred supplier of shared services to

Anglo Coal initially and ultimately Anglo American.

This study was conducted in April 2005 and the findings and recommendations arising

from the review are contained in this study.

The AS-IS Analysis consisted of the following components:
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1. An evaluation of the Processes (process effectiveness) and Technology or

Automation (assessment of systems/technology) —
1.1  Current processes followed and identifying inefficiencies/obstacles
preventing ACFS from achieving its vision.
1.2 The systems that enable the processes and how they function to enable any

performance improvement.

2. An assessment of the Organisation and People (Cultural assessment),
Behavioural Change
2.1  The views on aspects of culture (management practices, leadership,
structure, motivation etc) and the potential impact it has on performance
(the employees’ perception of current company practices and areas for

improvement.).

1.5 Research Methodology

The analysis commenced within ACFS with selected people being systematically
interviewed against a series of questions over a two day period with the aim of gathering

information that will allow the researcher to achieve the objectives defined above.

1.5.1 Data Collection Methods

The study utilised two different techniques of assessment to collect data:

1.5.1.1.  Face-to-face Interviews
Face-to-face interviews were conducted with all key personnel to establish the

critical gaps in the Processes and Management Methodology employed at ACFS.
Personnel from all three functions were interviewed in 2 hour sessions using a
predefined set of questions. The sample population was chosen subjectively
depending on the position in the Shared Services Centre (SSC) and their ability to

provide information about the function.
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1.5.1.2.  Survey Questionnaire
Quantitative Analysis techniques were employed in the form of a survey

questionnaire to establish the cultural and change management perceptions of the
personnel employed at the SSC. The questionnaire will consist of 116 questions.
The first 7 questions are biographical questions while the remaining 109 questions
are open-ended, each having 5 possible response choices ranging from “Strongly
Disagree” to “Strongly Agree” to record the opinion of the respondent. The
respondent will provide their feedback on a separate answer sheet. The responses

will be translated and measured using nominal and ratio data scales.

1.6  Sample Selection

Sampling is the selection of a group of people in the chosen population through which the

researcher may be able to draw conclusions about the entire population.

For the AFCS study non-probability sampling (sample elements were drawn individually
from the population) selection techniques where employed to determine the Face-to-Face
interviewees. The criterion was seniority in the organisation, experience, length of service

and recommendations from the client.

No sample selection was required for the Cultural Questionnaire as the respondents used
in the study were in fact the entire available population of 51 staff. Hence a 100%

response rate was achieved.

1.7 Limitations

The following limitations have been identified in the dissertation:
. The face-to-face interviewees are employees of Anglo Coal. There is a chance that
the interviewees would not be as honest and forthcoming or would “sugar-coat”
their responses for fear of victimisation. Although interviewees are informed of

the anonymity of their responses it is understood that there will still remain a
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degree of uncertainty in the integrity of the data. The research will however cross
check the validity of responses with other interviewees to ensure consistency.

. The dissertation is limited to a ‘snap-shot’ in time of the ACFS i.e. April 2005.
The relevance therefore to other financial shared services centres is limited.

. The benchmarks employed are for organisations primarily in Europe and North
America with quite different operating and labour conditions. Although a country
risk factor has been built into the benchmarking exercise, it does raise limitations
in the future use of this dissertation to measure the efficiency of other FSSC’s in

Southern Africa.

1.8  Structure of the Dissertation

1.8.1 Chapter One: Introduction

Chapter one is the introduction to the entire dissertation. It provides the reader with an
overview of the background, value and objectives of the study. It also briefly states the

research methodology to be used in the study, sample selection and limitations.

1.8.2 Chapter Two: Literature Review

Chapter two is a literature search using secondary sources of data and is broadly divided
into two sections. The first subsection concentrates on the dynamics of a shared service

while the second deals with the theory surround the Burke-Litwin model.

The shared service subsection begins with a short history of shared services gain an
understanding of its inception. It will then assess the definition of a shared service to
establish any characteristics followed by assessing the primary reasons or objectives for
organisations implementing a shared service environment. Following this, is an analysis
of the main characteristics of shared services including an overview of best practice
methodologies being employed worldwide to enhance, in particular, the efficiency and

effectiveness of financial shared service centres.
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Finally, the second subsection, evaluates the theory of Organisational Diagnosis and the
use of the Burke-Litwin Model in diagnosing performance of organisations with a view of
incorporating the model in the study of the people aspects of the Anglo Coal Financial

Shared Services Centre.

1.8.3 Chapter Three: Anglo Coal and the Financial Shared Services Centre (ACFS)

Chapter three is a brief background of Anglo Coal, its strategic initiatives being
incorporated at present, an overview of its financial performance and finally a

contextualisation of the implementation of the Financial Shared Services Centre.

1.8.4 Chapter Four: Research Methodology

Chapter Four covers the methodologies adopted for the research. The methodology is
broadly divided into two aspects. Firstly, the methodologies employed in the Face-to-
Face interviews to gain greater understanding of the process and technological aspects of
the ACFS and secondly, the methodologies utilised in the Cultural Assessment which will
evaluate the human dimensions of the ACFS. The Cultural Assessment has its theoretical

underpinning in the Burke-Litwin Model which was reviewed in Chapter Two.

1.8.5 Chapter Five: Analysis of Findings

Chapter Five covers the discussion and analysis of the results of the study. The chapter is
therefore divided into two sections in line with the two major areas studied. The first
being an analysis of the Face-to-Face interview responses and the second an evaluation of
the Cultural Assessment results. This dissertation is largely a descriptive study; therefore

the perceptions and opinions are purely that.
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1.8.6 Chapter Six: Recommendations and Conclusions

Chapter Six entails drawing conclusions from the study and making valuable

recommendations regarding the problem statement and research objectives.

1.9 Conclusion

There are numerous articles and reports available primarily by several performance
improvement and management consulting firms worldwide and a few published research
papers on the subject of shared services however to the best knowledge of the research no
published works relate to applying the principles of the shared services to a case study
evaluation. The researcher therefore hopes that this dissertation will not only be used as
‘medium to obtain an MBA degree, but will also present good reading and mostly provide
Anglo Coal with useful information that will help them improve the current shared
service centre towards achieving service excellence. The next chapter will review the past
and present body of literature on the subject of shared services centres from its beginnings

to establishing key characteristics that ensure its successful operation.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

Shared services have been acclaimed by the business press (Cassell 1997; Jackson 1997
Lester 2001) as the alternative for larger organizations to cut costs through cutting out
costly duplication and achieving economies of scale. In the following subsections shared
services are briefly described. The description is mainly based on Kagelmann’s Ph.D.
thesis (Kagelmann 2001) and popular management literature (Bergeron 2003; Quinn,

Cook & Kris 2000; Schulman et al. 1999).

2.2 A Short History

The first shared services centres were implemented in the late 1980s. Two reasons explain
the occurrence of shared services in the US at that time. First, a legal orientation towards
corporations laid the fundamentals for companies to set up new legal units which
internally could provide services to other units within a corporate group (Moller 1997,
Quinn, Cooke & Kris 2000). Second, a technological orientation towards networked
computing centralized relational databases and so forth, enabled organizations to more

extensively work over geographical boundaries (Peak & Azadmanesh 1997).

Some people think that General Electric's financial services, which were founded in 1984,
was the first type of shared service (Kagelmann 2001, 19). However, another source
mentioned Jim Bryant as father to the shared service term, when he implemented one at
Baxter Healthcare in the late 1980s (Moller 1997). And Quinn et al. (Quinn, Cook & Kris
2000, 19) write, that Bob Gunn believes the term was coined when he led a best practice
study at A.T. Kearney in 1990. Consequently, it is unclear who coined the shared service

term and when this happened.

Regardless of who coined the shared service term, it appears that it has its origin in the

US. A legal orientation towards corporations in the US in the 1980s was responsible for
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the development of shared services and put them on the map. At that time, shared services

were merely implemented in the finance function.

From the US the concept was exported to other parts in the world. Among these was
Europe, which was a number of years behind the US in adopting this new way of
providing internal support services. However, Europe is currently catching up (Moller
1997) and is already implemented or under implementation in many large organizations.
One reason for the very fast diffusion of shared services lies probably in its unreserved

praise in management literature and business press.

There are a number of approaches to shared services being adopted around the world.
They range from the most basic form of consolidation of transactional activities all the
way to creating an independent business set up to provide shared services internally and
to sell shared services externally to multiple clients. There are choices and decisions to be
made and the models need to be seen as evolutionary over time, as the shared services
organisation has a chance to mature and evolve. At its most basic, the move to shared
services involves the consolidation of transaction processing and administrative work.
Services such as payroll and accounts payables are typically mandated services in that
business units are not allowed to go out and source their own payroll for example. This
trend to consolidation and away from decentralisation is evident in global companies with

multi-site operations.

To grasp the main ideas of the shared service concept, we will evaluate some definitions
before assessing the objectives of implementing a shared services centre. The researcher
will then seek to establish a greater understanding of the characteristics of shared services
and finally evaluate the best practice trends of financial shared services by evaluating
world-class practices. This will help construct the methodologies and areas to be
investigated during the research and to develop a performance gap between the ‘AS-IS’

ACFS operation and the ‘SHOULD-BE’ OR ‘COULD-BE’ operation.

2.3  Definitions of Shared Services

The following definitions provide an insight into what the shared services concept is.
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Schulman et al. (Schulman et al. 1999, 9) define shared services as: “The concentration of
company resources performing like activities, typically spread across the organisation, in
order to service multiple internal partners at lower cost and with higher service levels,

with the common goal of delighting external customers and enhancing corporate value.”

Bergeron (Bergeron 2003, 3) writes that: “Shared services is a collaborative strategy in
which a subset of existing business functions are concentrated into a new, semi-
autonomous business unit that has a management structure designed to promote
efficiency, value generation, cost savings, and improved service for the internal customers

of the parent corporation, like a business competing in the open market.”

Moller (Moller 1997) describes shared services as “an independent organisational entity
which provides well defined services for more than one unit (which may be a division or
business unit) within an organisation. The shared service centre is responsible for
managing its costs and the quality and timeliness of the services it provides to its internal
customers. It has its own dedicated resources and typically will have informal or formal

contractual arrangements, often called service level agreements, with its customers.”

Finally, Quinn et al. (Quinn, Cook & Kris 2000, 11) give a short description that: “Shared
services at a simple level refers to the practice of business units, operating companies and
organisations deciding to share a common set of services rather than have a series of

duplicate staff functions.”

Common for the definitions above is that they all focus on optimising corporate resources
and processes in a new organisational entity. Fundamentally, the shared service model is

about optimising people, capital, time, and other corporate resources (Bergeron 2003, 3).

2.4  Objectives of Shared Services

General objectives to implement shared services are often related to quality, speed,
dependability, flexibility, and cost. Similar attributes for implementing shared services

are described in, for example, Kagelmann (2001), Quinn, Cooke & Kiris. (2000) and
Schulman et al. (1999).
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The most obvious opportunities for companies come from eliminating non-value-added
activities such as multiple authorisation processes and reconciliations. The organisation
can gain economies of scale and improve productivity by consolidating and centralising
repetitive or transaction based activities. Redesigning processes to take advantage of
technologies and leading-edge practices and focusing staff’s efforts on providing a better

quality of service to customers — both external and internal.

Shared Services Centres (SSC’s) provide a means to employ lower paid people who
specialise in data entry and transaction processing, to reduce the amount of management
required to deliver a quality service, to improve productivity and to standardise processes
across operating sites. While costs are often a key driver, the over riding priority is
normally to take the routine transaction processing away from local controllers allowing
them to focus on supporting the business. As companies extend their presence across
borders, through mergers and acquisitions or organic growth, and through the
convergence of fiscal, legal and tax regulations such as in Europe, the world is becoming
more homogenous. It is becoming increasingly illogical to maintain a duplicate
infrastructure within each country of operation and the improvements in functionality of

IT software make geographic location irrelevant.
Financial Shared Services Centres allow organisations to:

e Employ lower paid staff to specialise in data entry and transaction processing
e Reduce the amount of management required to deliver a quality service

e Improve productivity

e Standardise processes across operating units and across countries

e Obtain consistent and comparable information across units, countries and business

systems.

A shared services approach allows greater connectivity across the organisation and
throughout the supply chain. Limited labour pools and changing skill bases no longer
need to be a deterrent to entry either globally or domestically. The organisation does not

have to worry about staffing business units already handled by its SSC and can instead
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direct all its attention to staffing the core business functions critical to those business

units.

As in standardisation, shared services seek cost reduction and efficiency, however, unlike
standardisation; cost reduction is not the only driving force. It involves a new approach to
personnel, process and technology, and a realignment of organisational structure. The
objective is to enhance value and improve service levels, while all the time reducing

costs. It is also an ideal springboard for implementing enterprise-wide software systems.

Cost is often a primary driver for establishing an SSC, but research suggests that service
quality has equal importance (Ulbrich 2005). Organisations focusing their SSC
implementation solely on cost reduction end up with poor quality services, which are
more expensive to operate than higher service quality alternatives. The cost of rework is
much higher in an environment where there is little focus on performance measurement,

service level agreements and service costing.

One goal with shared services is to set up a center of scale (Kagelmann 2001). Moller
(1997) describes that “by moving many small groups of administrative and clerical staff
into a single location, considerable economies of scale can be achieved, peaks and
troughs of work load can be better managed and the spans of control of supervisors to
clerics can be increased considerably.” Besides economies of scale due to concentration
in a separate organisation, an acquired power can help to negotiate better terms and prices

which can cut even more costs due to e.g. volume discounts.

Additionally, extra revenues can be generated when opening shared services to others.
Besides improving the organisations working capital, also financial risk management can

benefit from external revenues (Kagelmann 2001, 75-76).

Establishing a center of expertise is another expressed objective. Through concentration

on core competencies, output quality can be enhanced at the same time as cycle time is

reduced (Kagelmann 2001, 76-77).
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Creating shared services helps to create a platform for business growth, flatten
organisational structure, and support of general group strategy. It is often a step towards
globalisation, an enabler for cultural organizational change, or a step towards external

outsourcing (Kagelmann 2001, 79-81).

2.5 The Three Pillars of Shared Services

From the definitions and evaluation above some characteristics can already be identified.
However there are three pillars that serve as the foundation for shared services. These not
only help define its past and present state, but will help shape its future. The following

subsection will evaluate these three pillars and the aspects that make them up.
2.5.1. Consolidation:

Business process reengineers (such as Davenport & Short 1990; Davenport 1993;
Hammer & Champy 1993; Kaplan & Murdock 1991) often emphasise cost cutting
through reorganising core processes. They believe that organisations can reduce costs for
service provision while at the same time maintaining or improving an organisation’s
products and services in terms of quality and flexibility (Toffler & Shapiro 1985). The
philosophy behind business process reengineering and its main focus on core processes is
now widely applied by almost all organisations. Hence, when working with change
activities to enhance performance, it has become a matter of course to focus on core

activities, However, in recent years another alternative has come to the managers’

attention.

Instead of working with core process, where often not much potential for improvement is
left, support processes have come into the spotlight for change activities. Today, many
managers believe that support processes still have potential for extensive improvements
which unfortunately frequently have been neglected in earlier change activities
(Kagelmann 2001; Schulman et al. 1999). Therefore, organisations still perform multiple
times support processes and non-strategic activities within the same organisation.

However, such duplication is considered an unaffordable luxury for many organisations
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today (Quinn, Cooke & Kris 2000). Therefore, management concentrates on how to

optimise such support activities.

The concept of the shared services promotes the idea to concentrate all duplicate activities
and processes into one common organisational unit where processes and activities are

treated as the unit’s core business (Schulman et al. 1999).

Consolidating related activities and information reduces redundant processes and
leverages economies of scale. Best practice companies were early adopters of shared
services and have deployed this organisational structure to address a broad range of
financial and non-financial processes. Most of the value comes from consolidating
routine, high-volume transaction processing activities that share common requirements

across the organisation, such as invoice payment and credit collection.

The key to successful consolidation using shared services centres is to organisationally
consolidate while simultaneously simplifying, standardising, and automating targeted
processes. Consolidation also involves system rationalisation to reduce the overall
number of applications in use throughout the organisation. World-class companies
operate with 44 percent fewer applications per billion dollars of revenue than average.
Companies combining best practices in application rationalisation, data standards, and

centralisation have been able to drive down the total cost of finance by 44 percent.

2.5.1.1 Process Consolidation

Tasks that should be gathered in shared services should not be critical tasks from a
competition point of view neither should customer contacts or sales points be put into
shared services to retain their interconnection to the core business (Schulman et al. 1999,

93). Thus, only support processes and non-strategic activities should be bundled in shared

services.

Peter Drucker best describes the first rule of any performance improvement initiative in

saying “There is nothing so inefficient as making more efficient that which should not be

done at all”,
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Best practices focus on identifying the most efficient way to execute a process. This
includes elimination of wunnecessary iterations, handoffs, and excessive detail
requirements reviews and approvals. For example, world-class companies can close their
books in under three days by using best practices for managing information; such as
higher materiality levels and eliminating unnecessary inter-company transactions and
allocations. These companies produce 44 percent fewer manual journal entries and 60

percent fewer general ledger reports than average companies (Hackett Group).

Another good example of the streamlining process is reducing variance reporting and
analysis. Most companies spend a significant amount of time and effort on reconciling
variances of actual results from plan. In contrast, world-class companies rely on
exception-based reporting to identify problems, focusing only on the most significant
variances. This not only frees up analyst time to more thoroughly investigate and analyse

major variances but also reduces information overload.
25.1.2 Labour Consolidation

Research has shown that employees are more satisfied and their competencies can be
better utilised and anchored in the organisation, which contributes to improved
knowledge management (Kagelmann 01, 77-78). By feeling that their knowledge is more
appreciated, employees can also contribute to a new service minded attitude, which is

important when creating a new level of internal customer-supplier relationship or

business partnership.

On the other hand, establishing shared services can carry along problems especially when
moving to a new place. The consolidation of employees from most times within the
parent organisation into shared services can cause motivation issues amongst staff.
Motivation can decrease due to work overload in the beginning and people enjoy working
in an environment where there is little focus on determining and meeting customer needs.

This can lead to larger labour turnover.
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This implies a loss of know-how, and new personnel have to be employed. The new
employees lack an understanding for business transactions. The cost of hiring and training
additional staff again ensures that in the end the move to a shared service becomes a very
expensive option. As shown in Figure 2.1 respondents to an akris.com survey voted the

second greatest implementation risk to be low employee support.

What are the greatest risks in setting up an SSC?

Lew support by
employees
Service buziness
disruption during
implementation
T prablemsz
High implementation

=
=
]
F]
]
o
o
£
o
“
=
o
o
o

Figure 2.1: The Greatest Risks in Setting up an SSC

Source: Andersen/akris.com survey 2001

This reinforces the need for senior management commitment and effective change
management to increase employee buy-in and secure cooperation during and after the
creation of the SSC.

The Cultural Assessment is designed to evaluate the employee aspect of the shared

service.

2.5.2 Automation
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Technology has an important enabling role to play in delivering shared services. The
move to a shared services culture will almost inevitably involve adjustment or extension
of an organisation’s information technology (IT) arrangements, particularly in the areas of

finance or enterprise resource planning applications and call-centre technology.

Automating manual processes shortens processing cycle times and ensures higher quality
by eliminating the potential for human error. For example, automating accounts payable
transactions such as matching, payment, and dispute resolution can decrease the error rate
and ensure greater compliance with purchasing policies, which also decreases the overall

time to process invoices.

Another key aim — and benefit — of moving to an SSC environment is to consolidate the
various (often incompatible) applications operated by different business units into
common system platform. For larger organisations, where 20 or more different systems is
not uncommon across the group, it may not be possible to switch to a single system

overnight, but an initial target of, say five systems should be achievable.

Any move to a shared services environment must incorporate a clear understanding of an
organisation’s IT strategy. The shared services unit must not only be able to interact with
other business unit’s 1T systems, but also needs to be in a position to take advantage of
new IT solutions while carrying out it’s services, which can lead to cost reductions and
improved performance. Some organisations will have already implemented ERP or a
standard finance system throughout their operations, in which case this can be
immediately incorporated within the shared services unit. Organisations that have yet to
embrace standard finance or ERP applications — or who have failed to successfully roll-
out large ERP projects — should give thought to the dual benefits of establishing a

standard centralised finance platform and shared-services environment simultaneously.

In addition, call centres have become a valuable resource in many organisations, not only
for (potential) customers to make contact with a view to purchasing products and/or
services, but also internally, within the organisations. When human resource activities are
being incorporated into the shared services unit, in particular, call centres can be used to

support employee benefits and travel, accounts receivable (credit and collection)
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management and, in some cases, to support external customers. For handling routine,
standard enquiries call centre solutions may be replaced by client ‘self-service’ facilities

using browser-based intranet technologies. Success will typically come from:

e A strong customer management capability built around effective call centre
technology

e Well deployed finance or ERP systems which reflect the unique requirements of
a single instance, SSC environment

o Effective use of intranet and other knowledge management technologies to
leverage staff time and experience

o An e-business strategy to enable key manual processes to be web-enabled over

the short term.

Recent advances in technology have enabled finance support processes to be performed
with little if any reduction in service levels. Web browser and internet technologies, XML
and web services, financial analytics and document imaging software are just a few
examples of how technology considerations play an important part in the implementation

strategy.

Self-service transactions are leading another major advance in automation. Web-enabled
tools allow people to connect directly to business processes such as requisitioning and
expense report submissions. This newer generation of tools enables people inside and
outside of the company’s walls to directly access relevant information. For example,
suppliers can inquire about payment status, customers can access billing information, and
employees can check the status of expense reimbursements, all without requiring a call to
the finance department. According to Giga Research, 80 percent of all customer service
calls are bill-related (Gillespie, 2002). By presenting information in real time and

eliminating layers of intermediaries, self-service offers dramatic cost savings.

Automation can also be used to improve risk management. Implementing a single
customer master file and electronic links to a credit rating agency enables a company to
automatically update customer credit scores. This gives companies the ability to manage

global credit exposure in real time.
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Table 2.1: Examples of Automation Best Practice

Source: Hackett Group
2.5.3 Standardisation

Improving the consistency of processes and data is fundamental to a best practice
approach. Processes and policies that vary among and even within business units create
confusion and lead to inconsistent levels of quality and effort. Lack of standard data
architecture and definitions results in redundant input and excessive time spent gathering

and reconciling data—time better spent analysing results. Moreover, the time wasted
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gathering and reconciling data slows the close and report process and reduces visibility to
key financial and operational performance indicators between closing periods.
Standardizing processes and systems dramatically improves efficiency and the integration

of information needed for the highest value-add analysis.

Implemented effectively, best practices drive closer alignment between day-to-day
operations and overall strategic objectives. This can include linking current activities
more closely to strategy and also developing new processes that currently are not being
performed, such as market analysis, competitor analysis, customer analysis, and portfolio
analysis. World-class companies can deliver 20 percent more analytical support with 50
percent fewer staff by adopting best practices in the areas of planning, budgeting,
forecasting, and management reporting (Hackett Group). For a world-class company with
$1 billion in revenue, this amounts to 20 percent more effectiveness at roughly $450,000

lower cost annually (Hackett Group).

Effective strategic alignment requires that companies focus their analytical efforts around
information pertaining to key performance measures such as those identified in a
balanced scorecard implementation. Unfortunately, much hype has surrounded the
concept of a balanced scorecard, and many companies assume that balance means equal
weightings among performance measures. The measures should focus predominantly on
the achievement of strategic objectives and promote an external, competitive focus.
Balance is achieved by combining internal and external as well as leading and financial

lagging indicators.

Strategic alignment also involves a move from calendar-driven planning and analysis to a
dynamic process triggered by significant events. At the vast majority of companies, the
forecasting process rarely looks beyond the current fiscal year, missing the chance to
identify potential problems and opportunities. In contrast, the best practice of rolling
forecasts forces a more long-range view of the business and can virtually eliminate the
time-consuming annual budget. One of the reasons that calendar-driven forecasting cycles
still prevail in 60 percent of companies is that incentive compensation plans tend to
include financial targets based on annual budgets rather than other measures, such as the

value created.
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Table 2.2: Examples of Process Standardisation Best Practice

Source: Hackett Group
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Globally, more than two-thirds of companies use service level agreements specifically for
managing their shared services organisations. SLA’s are an integral part of defining the
roles to be followed by all parties to ensure the desired level of performance and specified
expected deliverables are maintained. However poorly developed SLA’s can be
administratively complex and engender a lack of stakeholder buy-in and involvement.
The alternative is Charge-backs. There are two methods:

e Charge-back by function or service provided or,

e Charge-back by specific unit characteristics (such as revenues or number of

employees per unit).

The choice of one over the other is, for the most part, driven by complexity and ease of
administration. Most charge-back systems are performed manually. They can be difficult

and cumbersome to administer.

Both these methods come with their share of drawbacks however both are strategically
sound and there are ways to skirt their shortcomings. For example, leading companies do
not over-structure or formalise the SLA process. Rather, they keep it simple and turn the
process into an ongoing dialogue with the internal client, emphasising the importance of
adhering to written commitments and mutually agreed upon performance levels. Rather
than eliminate the charge-back, companies implement it in such a way that some level of
transparency is embedded for the service provided — ensuring there is clear accountability

and a focus on services that internal customers value most.

2.6 The Burke Litwin Model

The purpose of this review is to examine the Burke-Litwin organisational diagnostic
model which will be used in the formation of the Cultural Assessment questionnaire. In

order to understand this model, a brief explanation of organisational diagnosis is

warranted.

2.6.1 The Notion of Organisational Diagnosis
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Many organisation development (OD) strategies exist for improving an organisation’s
effectiveness (Beer and Spector, 1993; Cummings and Worley, 1993; Rothwell & Sredl,
1992). One of these strategies, organisational diagnosis, involves “diagnosing”, or
assessing, an organisation’s current level of functioning in order to design appropriate
change interventions. The concept of diagnosis in organisation development is used in a
manner similar to the medical model. For example, the physician conducts tests, collects
vital information on the human system, and evaluates this information to prescribe a
course of treatment. Likewise the organisational diagnostician uses specialised procedures
to collect vital information about the organisation, to analyse this information, and to

design appropriate interventions to correct the deficiency.

Like the physician, the organisation must be viewed as a total system. That is, the
organisation can be viewed as a total system with inputs, throughputs, and outputs,
connected by feedback loops. The feedback loops illustrate the idea that systems are

affected by outputs (e.g., products and services), as well as its inputs.

In viewing organisations as systems, it is important to direct the attention to these
activities and processes within the system that are considered to be vital to organisational
life. However, the scope of a diagnosis may be either narrow and symptomatic or broad
and systematic. For example, a narrow and symptomatic diagnosis involves a very quick
scan of the organisation, focusing on trouble spots (Tichy, 1983). The problem with this
type of research is that, all too often, the problem keeps reoccurring. Therefore, it is
important to systematically examine the entire system when conducting organisational
diagnosis (the latter is the scope applied by the researcher hence the view to evaluate the
people, processes and technology of ACFS). An organisational model is a representation
of an organisation that helps us to understand more clearly and quickly what we are
observing in organisations. Burke explains the many ways in which organisational models

are useful (in Howard and Associates, 1994):

1. Models help to enhance our understanding of organisational behaviour.
2. Models help to categorise data about an organisation.

3. Models help to interpret data about an organisation.
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The model provides a systematic way to collect data on the organisation and to
understand and categorise the data. Models often identify vital organisational variables
which are hypothesized to exist prior to the research (in this study it is hypothesised that
the moving to the shared services environment will have produced negative motivation
and change management issues). Models also depict the nature of the relationships
between these key variables (e.g., one organisational variable impacts another). Without a
model to guide the collection of data and to interpret the data, a researcher must instead
collect data based on hunches and analyse it for themes. An explicit model greatly aids
the diagnostic process, given the complexity of organisations and the massive amount of

information available for analysis.
2.6.2 The Theoretical Constructs of the B-L. Model

The Burke-Litwin Causal Model of Organisational Performance and Change (B-L
Model), was developed by Litwin and others (Litwin & Stringer, 1968; Tagiuri & Litwin,
1968) and later refined by Burke in the late 1980°s (Burke & Litwin, 1992). This model

includes key features which go beyond several other models:

e Includes twelve theoretical constructs (i.e. organisational variables)

e Distinguishes between the culture and the climate of an organisation

e Distinguishes between transformational and transactional dynamics

e Specifies the nature and direction of influence of organisational variables

e Is based on previous models, empirical studies and OD practice.

The twelve organisational variables in the B-L Model are external environment, mission
and strategy, leadership, organisational culture, structure, management practices, systems,
work unit climate, task requirements and individual skills, motivation, individual needs
and values, and individual and organisational performance. With the representation of the
external environment as a variable, it is evident that open systems theory underlies the B-
L Model. The external environment variable is considered to be the input to the system

with individual and organisational performance variable representing the output (see
Figure 2.2).
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Burke Litwin Model

External Environment

Any outside condition that influences
the performance of the organisation

Leadership

Executives providing overall direction
and serving as behavioural role models
for employees

Mission & Strategy Culture

Management Practices

What top management declares it to
be! What employers believe is the
central purpose of the organisation

"The way we do things round here™
The collection of overt and covert rules,
values and principles that ensures and
guides organisational behaviour

What managers do to use the human and
material resources to carry out the strategy

Structure Work Unit Climate Systems

The collective current impressions,
feelings and expectations of members
that affect their relationship with boss,
each other and non members

The arrangement of functions and people into
specific areas and levels of responsibility,
decision making, authority etc to ensure
effective performance

The standard policies and
mechanisms that facilitate
work

Motivation Individual Needs & Values

Task Requirement

The behavioural tendencies to move The enduring thoughts and feelings
towards goals, take needed action and employees apply to determine the

i iou mplish 3 . - .
The required behaviour to accomp persist until satisfaction is attained worth and satlsfaction of their work

assigned work and responsibilities

Organisational and

Individual Performance

The OUTCOME or RESULT as weli as the
indicator of effort and achievement

Figure 2.2: Adapted Burke-Litwin Climate and Culture variables (Burke & Litwin,
1992)

As is evident through the climate (blue) and culture (red) variables, Burke and Litwin
make a distinction between organizational climate and culture. Climate is defined as
individual’s perceptions of how their work unit is managed and how effectively they and
their colleagues work together (see Figure 2.3) (Burke & Litwin, 1992). People are much
more cognisant of organizational climate than culture i.e., climate is in the foreground,
whereas culture is in the background). In contrast, culture has been defined as the
relatively enduring set of values, norms, and beliefs that underlie the social system of the
workplace (Burke & Litwin, 1992). These values, norms, and beliefs related to

organisational culture are not entirely available to one’s consciousness.

In addition to the distinction between culture and climate, the B-L model distinguishes
between transformational and transactional dynamics within organizations. Burke and
Litwin’s (1992) consideration of transformational and transactional dynamics is rooted in

leadership theory and specifically, in the differences between leaders and managers. In
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the model, transformational change is associated more with leadership, while
transactional change is associated more with management. Hence, transformational
dynamics represent fundamental changes in behaviours and values that are required for
genuine change in organizational culture. In terms of management, transactional
dynamics are the everyday interactions and exchanges in work life related to
organizational climate (Burke & Litwin, 1992). The variables in the B-L Model which
account for transformational dynamics are depicted in Figure 2.3; Note that this is a
truncated version of the model (i.e., the top half of the model with the performance

variable)

Figure 2.3: Transformational Variables in the B-L. Model (Burke and Litwin 1992)

The arrows in the figure above depicts the influence of one variable on another and the
directionality of the influence. While the arrows are bi-directional (i.e., representing
relationships), Burke and Litwin (1992) would have made the arrows circular, if it were
possible, to represent reality more accurately. Moreover, Burke and Litwin postulated
casual relationships between variables; the notion of casual relationships has not been
hypothesized in previous models. It is asserted that a top-down casual chain exists, in
which the top variables have a greater influence on the bottom variables. For example,

burke and Litwin believe that culture has a stronger influence on systems, given its
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placement in the hierarchy of the model. The model, therefore defines the important
variables and the important interactions between variables to consider during planned

change interventions.

The variables in the model which account for transactional dynamics are depicted in
Figure 2.5; again illustration is a truncated version of the model (i.e., bottom half of the

model).

Figure 2.4: Transactional Variables in the B-L. Model (Burke and Litwin; 1992)

To summarise, the “Burke-Litwin Model” has been developed to examine organisational
change and performance. It provides a link between assessment of the wider institutional

context and the nature and process of change within an organization. It makes the

following key points:

e The external environment is the most powerful driver for organisational change

Page 28



e Changes in the external environment lead to significant changes within an
organization — its mission and strategy, its organisational culture and its leadership

e Changes in these key factors lead to other changes within the organisation — changes
to structure, systems and management practices. These are more operational factors
and changes in them may affect motivation, which in turn impacts individual and
organisational performance.

e The model describes 12 organisational variables (incorporating the 7 variables of
the 7-S model) and the relationships between them. Each of the variables interacts
and a change in any one of them can eventually impact on the others. This is useful
in explaining not only how the organizations perform, but also how they can

change.

2.7  Summary

The literature review has consulted numerous secondary sources of data to establish an
understanding of the concepts of the shared services centres. The evaluation began with
an overview of its beginnings to understand the objectives and benefits, moved into
assessing the various definitions that have been developed to draw out characteristics and
finally looked at the three themes of consolidation, standardisation and automation that
are consistently expressed in the reviewed literature. The review has helped to define the
essential dynamics and make-up of shared services centres including what best practice

and world class operations have incorporated to extract increased value out of the SSC.

The review then turned to the concepts of organisational diagnosis and more specifically
the use of the Burke-Litwin Model with a view of incorporating the methodologies into
the evaluation of the people or human aspects of the Anglo Coal Financial Shared

Services Centre.

The following chapter will present an overview of Anglo Coal. The chapter will detail the
market conditions and strategic initiatives, the financial performance of the company, and
provide a very brief overview of the shared services centre. The chapter is intended to

merely contextualise the reader.
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CHAPTHER THREE: ANGLO COAL

3.1 Introduction

South Africa’s coal industry is the second biggest mining sector after gold, with sales
contributing 16% of export revenue to South Africa’s mineral sales and 4% to the GDP.
South Africa is the world’s second largest coal exporter, after Australia, as well as second
lowest cost producer, after Indonesia. Bituminous or steam coal remains South Africa’s

main export coal, with anthracite having to be imported, due to diminishing reserves.

South Africa has limited coal reserves. An estimated 34 billion tons remains, and based
on present consumption rates, South Africa could have a mere 7 billion remaining by
2040. South Africa’s coal mines are situated in the Mpumalanga, Free State, northern
Kwazulu-Natal and Northwest Provinces. Most collieries are concentrated around the

towns of Witbank, Ermelo and Secunda.

As in the gold industry, the coal sector has undergone similar mergers, acquisitions and
name changes over the past few years. What has emerged are three major producers and
exporters, namely Anglo Coal, Ingwe (a BHP Billiton subsidiary) and Xstrata (previously

Duiker, with Swiss Glencore International as a major shareholder.

3.2 Markets Conditions

During the year, coal demand was strong and prices increased markedly. Metallurgical
coal prices were driven by robust steel sector raw material demand, led by sustained
Chinese economic growth and rising imports, a tight supply situation and logistics chain
constraints. Healthy thermal coal off-take in China moderated the level of Chinese

exports.

Power, oil, gas and thermal coal prices were influenced by continued inefficiencies in the
logistics chain, mainly affecting South Africa and Australia, coupled with growing global

energy demand and security of supply concerns. Relatively small imbalances in supply
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and demand continue to bring significant price and directional uncertainty to the world’s
energy and raw material markets, especially for thermal coals. Spot South African steam
coal prices increased by 73% during the first six months and, although they had reduced

by 25% at year end, they remain well above historic average price levels.

3.3 Anglo Coal South Africa

Anglo American’s coal interests are held through wholly owned Anglo Coal. Anglo Coal
is an international coal producer with mining operations in South Africa, Colombia,
Venezuela and Australia. It produces thermal, PCI (pulverised coal injection) and

metallurgical and coking coals for international customers.

Anglo Coal South Africa is a wholly owned subsidiary of Anglo Coal. Its primary mining

interests are concentrated in the Mpumalanga province (see Figure 3.2).

3.3.1 Financial Performance

In the year ending 31 December 2004, Anglo Coal SA produced about 54.5 million
tonnes of coal, a 5% increase on the previous year. Much of the increase was on the back
of strong domestic demand from power utility Eskom. The operating profit for South
African-sourced coal was R 1,570 million, an 83% increase on 2003, with export prices

42% higher. Earnings for the period, however, were negatively affected by the continued

appreciation of the rand.
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COAL

$ million 2004 2003
Total operating profit 487 333

South Africa 244 133

Australia 79 130

South America 164 70
Headline eamings 351 232
EBITDA 686 505
Net cperating assets 2,539 2,152
Capital expenditure 217 207
Share of Group headline eamings (%) 13 14
Share of Group net operating assets {%0) 7 7

Table 3.1: Financial Summary of the Anglo Coal

Source: Anglo American Annual Financial Report 2004

Operating profit for South African sourced coal, at $244 million, was 83% higher than in
2003 and export prices were up 42%. The rand continued to strengthen against the dollar,
reducing headline earnings by $17 million. Production rose by 5% to 54.5 million tonnes.
This reflected strong domestic demand from Eskom, the South African power utility,
which led Kriel and New Vaal collieries to produce at record levels. Plans are in place to
acquire additional mining equipment for New Denmark, the other colliery serving the
domestic market, so that it can increase output substantially in 2005. Production at most
of the export mines was slightly higher, with the exception of Bank and Landau, where

difficult mining conditions affected production.

Capital expenditure in South Africa rose by $27 million, mainly due to the development
of Isibonelo colliery, due to start production in 2005. Following the signing of a
memorandum of understanding with BHP Billiton relating to the Western Complex

reserves, a feasibility study is investigating the optimal use of these reserves.
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Figure 3.1: Locality Map of Anglo Coal Collieries
Source: Anglo Coal Sustainability Report 2004

3.4 Anglo Coal Financial Shared Services Centre

The financial shared services centre was established in April of 2004. It was incorporated
in the Witbank area, centrally located around the seven initial collieries for which it
provide services. The seven collieries are: Goedehoop, Landau, Greenside, Bank, Kriel,

New Clysedale and Kleinkoppie.

The plan is to incorporate New Vaal and New Denmark into the shared services by the
end of 2005. IBM Consulting was employed to assist in the implementation and set-up of

the shared services.

The basic financial accounting and payroll functions were consolidated into the shared
services. The staff carrying out these functions in each of the collieries were moved and
absorbed into the ACFS. The current organisational structure at the ACFS is depicted in
Figure 3.3 below.
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Figure 3.2: ACFS Organisational Structure
Source: IBM Consulting Report

3.5 Summary

Anglo Coal is a perfect candidate for the implementation of a shared services centre. Its
spread of collieries is centrally located around Witbank allowing for the set-up of the
SSC in this area. Anglo Coal must be commended for its initiative to establish a SSC
which to the knowledge of the researcher is an innovation in the mining sector. The
successful implementation of the ACFS will pave the way for other mining companies
who share similar characteristics of having several business units with decentralised
functions located around a potential epic.entre. One such mining giant is BHP Billiton

who has several mining interests in the Witbank area as well.

The next chapter will detail the research methodologies utilised in the collection of

primary data on the research dilemma.
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CHAPTER FOUR: RESEARCH METHODOLOGY

4.1 Introduction

The research approach is exploratory to evaluate the current state of the ACFS. The
research was divided into two approaches in order to collect the data required. The

primary data collection methods are as follows:

1. Face-to Face interviews

2. Cultural Questionnaire

Each of the approaches will be dealt with individually to explain the methodologies and

reasons employed for each.

4.2 Face-to Face Interviews

4.2.1 Sample Selection

The sample was selected through a non-probability technique called purposive sampling.
Purposive sampling is a non-probability sample that conforms to certain criteria and
essentially contains two major types — judgement and quota sampling. Judgement
sampling was employed by the researcher primarily due to the time constraints of the
analysis. The selection criteria for the sample were experience, length of service and their
position in the department. The researcher believes that the interviewees had to be able to
have wide and broad hands on knowledge of working with the processes and systems at
the ACFS. For this reason only the management and supervisors were chosen. A list of
all personnel and their respective positions in ACFS was obtained from the client. Once
chosen, a list was constructed of names and interview times (table 4.1). This was
submitted to the client to ensure transparency and that all required personnel were made

available for the interviews.
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Role Name

Financial Manager E. Wiese
Payroll Manager D de Jager
Financial Controller Manager L. Baving
Accounts Payable Supervisor L. Rossouw

Treasury/Cashbook Processing Supervisor | K. Batt and E. Erasmus

Table 4.1: List of Face-to Face Interviewees

4.2.2 Instrumentation

The face-to-face interview questions are exploratory to help identify and qualify the
problem areas faced by the line management and employees of ACFS. The data will
largely be qualitative in nature however quantitative information will also be sort in the
form of estimated lost time and impact on poor performance of staff. The reason for this
is to attach a rand value of the potential cost of poor performance or problems identified

during the study.

4.2.3 Face-to Face Questionnaires

A potential set of interview questions were constructed and reviewed using internal
resources with the researchers company (Beyond Capital) and the Anglo Coal client
sponsor to ensure transparency was maintained throughout the analysis. One set of
questions were developed for Financial Accounting department (which will encompass
General Ledger, Management Accounts, Accounts Payable and Treasury and Cashbook
Processing) management and line employees and one for the Payroll department
management and line employees. The primary reason for this was these two functions are
the two major services provided by ACFS and are quite different from each other from a
process point of view. The questions used in the interviews are contained in Appendix

Four and Five for Financial Accounting and Payroll respectively.
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4.2.4 Face-to-Face Interview Procedure

The interviews were conducted in 2 hour sessions in random order depending on the
availability of the employees. This was conducted over a two day period between the 12
and 13" of April 2005. Two interviewers were present during the interviews — one to

acknowledge the response and engage the respondent and another to take notes.

All respondents were informed of the anonymity of their responses and the reason for the

study was clarified up-front.

4.3  Cultural Questionnaire

Organisational culture and climate can simply be defined as the pattern of meanings,
beliefs and expectations, shared by its members, which tends to govern the behaviour of
all individuals and groups within that organisation. Good corporate governance requires
us to audit our finances, take stock of our inventory, maintain our vehicles and plants on a
regular basis and monitor our marketing initiatives. In talking to CEO’s we hear that staff
are their most valuable asset and yet how often do we hear of an annual staff audit, in line
with other good corporate governance issues? It is often said that if we don’t win their

(staff) hearts, you won’t have their minds.

4.3.1 Sample Selection

No sampling technique was required for the cultural questionnaire as the total employee
base of 51 employees at ACFS were present to complete the questionnaire. This
generated a 100% response rate for the questionnaire. The questionnaire was rendered to

all employees at ACFS on the 14™ of April 2005.

4.3.2 Instrumentation
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The research was qualitative and exploratory in nature. The instrument utilised for the

collection of primary data was a questionnaire (see Appendix 1).

The first seven questions are biographical questions that are concerned with nominal data

that will help dissect the population.

The questionnaire thereafter uses a rating question methodology. Rating questions ask the
participant to position each factor on a companion scale and will essentially produce
ordinal data (show magnitude relationships of more than and less than but have no

distance or unique origin).

Questions 8 to 116 are rating questions were the respondent is asked to record their
opinion that closest fits one of five possible rated answers ranging from “Strongly

Disagree” on one side of the spectrum to “Strongly Agree” on the other.

The questionnaire is presented in two parts — one, the questionnaire sheet and two, the
answer sheet (see Appendix 2). The answer sheet contains a multiple choice component
upfront relating to the biographical questions (1 to 7) and then a matrix of the rating scale
choices for the remaining questions (8 to 116) which the respondent will mark either with

an X or a Tick.

4.3.3 Questionnaire

Culture influences how people behave and even think - it governs how decisions are
made, who makes them, how resources are allocated and how people are treated. Culture,
however, is not always based on reality. It is for this reason that it is important to
measure and evaluate an organisation’s culture. Staff behave according to their
perceptions of reality, which may or may not constitute reality itself. However, it cannot
be ignored as, for staff themselves, it constitutes reality and their behaviour will be driven

by that ‘reality’.

Page 38



When we measure an organisation’s culture we are only concerned with the perceptions
of staff (which may or may not constitute reality) as it is this perception that will cause
organisations to behave in a certain way. It then allows organisations to reconstitute

reality, where appropriate, and in doing so drive the organisation forward.

The basis of the questionnaire is firmly rooted in the work of W. Warner-Burke and G.
Litwin, American Industrial Psychologists, who developed a model used in the analysis of

organisations. Refer to the review of the model in Chapter 2.

The questionnaire was completely anonymous i.e. it required no names to be completed
by the respondents. This was implemented to ensure the respondents provided free and
open responses. A total of 116 questions were asked in the survey, including 7
biographical type questions. A total of 18 dimensions were surveyed. Each dimension
contained a minimum of 4 questions relating to the specific topic in that dimension. Each
dimension will provide an insight into the thoughts and perceptions of the staff and the

overarching culture that drives the performance of the employees of ACFS.

A list of the dimensions measured in the survey follows with a brief description of their

meanings:

Dimension 1: Strategic Direction — Understanding and Awareness. An understanding

for, and awareness of the strategic direction of the company.

Dimension 2: Change - Understanding. This refers to the extent to which development
and change within the company is understood. It also includes perceptions as to whether
staff take ownership of these changes and ascertains if the changes are in line with the

external changes in the industry.

Dimension 3: Change — Ownership. This refers to the extent to which employees are
able to actively participate in the changes taking place in the organisation and to the level

that employees embrace these changes.

Dimension 4: Change — External Environment. The extent to which the company

reacts to the level and degree of changes happening outside of the company.
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Dimension 5: Culture — Leadership. The perceived effectiveness of the company’s

leadership team.

Dimension 6: Culture — Ownership/Responsibility. This refers to the extent to which
staff is able to influence the day to day activities within the company and within their own

sphere of structural influence.

Dimension 7: Culture — Values. Refers to the common set of values that is held by the

company’s executive

Dimension 8: Culture — Climate. This aspect is often referred to as the ‘atmosphere’ in
which we work. Perceptions of this and other similar dimensions have an emotional

undertone.

Dimension 9: Culture — Skills/Abilities. This dimension is egocentric by nature and

reflects the staff’s perception of self and others in their environment.

Dimension 10: Culture — Employee Commitment and Motivation. Once again this
dimension is egocentrically based. It measures the staff’s perception of their commitment

to the company.

Dimension 11: Culture - Company’s Commitment to Staff. The perception of staff as to

how well they are treated by the company.

Dimension 12: Organisational Assessment - Organisational Structure. This dimension
measures the perceptions that staff have on the effectiveness of the organisational

structure.

Dimension 13: Organisational Assessment - Teamwork. This dimension measures the
perceived effectiveness of teams and the extent to which teams are functional in the

company.

Dimension 14: Current Strategic Initiatives. This dimension looks at the perceptions of

staff with relation to the initiatives that are currently underway in the company

Dimension 15: Measurement and Governance - Individual and organisational
performance. This refers to the management of the human resources within the company

from a governance/administrative point of view.

Dimension 16: Measurement — Quality. The extent to which the company strives for

excellence both internally and externally.
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Dimension 17: Effectiveness of Communication. This looks at the effectiveness of the

communication channels within the company.

Dimension 18: Diversity Management. In this survéy only gender issues were explored.

4.3.4 Cultural Questionnaire Procedure

With the assistance of ACFS management, all employees were requested to meet in the
ACFS Auditorium at 10:00am. All participants were informed by the researchers about
the reason and background of the questionnaire prior to handing out the two parts of the
questionnaire. They were further informed of the anonymity of the questionnaire and that

only the researchers would in fact see or work with the actual original documents.

A questionnaire page and answer sheet was handed to all the employees present and a full
explanation of the methodology of completing the questionnaire was administered to the
gathering. All participants were asked if they were clear with the instructions. The
instructions were reiterated to all on receiving a negative response and upon obtaining a
positive confirmation from all present, the participants were instructed to begin.
Participants were also informed that no time limit had been stipulated by management so

there was no need to rush through the exercise.

44 Summary

The research approach is divided into two phases — a face-to face interview phase will be
used as the primary data collection tool to evaluate the process and technology aspects of
the ACFS. This will determine the “AS-1S” state of the ACFS and will be compared to
the potential or “TO-BE” state of an optimum shared services as defined in the literature
review to qualify the gap. The second phase will evaluate the human aspects of the ACFS
by utilising a rating questionnaire that has its basis in the methodologies of the Burke-

Litwin model.

The following chapter will present the findings of each of the two phases explained

above,
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CHAPTER FIVE: PRESENTATION OF FINDINGS

5.1 Introduction

As discussed in Chapter Four the study was conducted in two phases. A Face-to-Face
interview phase to understand the AS-IS state of ACFS and to then, by comparing these
findings to best practise, identify potential burning platforms or problem areas that are
hindering ACFS from attaining their vision of become a truly efficient and effective
shared services centre. The second phase was to gain understanding of the culture that
pervades within ACFS by using a qualitative questionnaire. The results from this will
help management understand the initiatives and areas that will need to be developed to

improve the performance of its employees.

5.2 Face-to Face Interviews Findings

5.2.1 Financial Accounting

5.2.1.1 Interview with Ellek Wiese

Ellek Wiese is the overall manager of the financial accounting division and reports to
Johan Koekemoer. Ellek has been with Anglo Coal for over 25 years and is also one of

six signatories for EFT and cheque releases within the ACFS.

During the questioning around process inefficiencies the following was learned:

e The shared services centre (SSC) produces about 4% to 6% manual cheques.
The primary reasons for issuing of manual checks were for garnishee order
payments to the local magistrate’s office and for suppliers who have not
furnished their banking details. When asked why this was not enforced by the
collieries as mandatory requirement for payment to suppliers, Ellek indicated
that there was a lack of compliance by collieries or that the actual procedure had

not been defined and communicated to the collieries.
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When asked “What the error rate was for financial accounting?”, Ellek indicated
that it currently stood at 4.7% while the targeted error rate was 2.5%. He sighted
the primary reason for this was human error due to the high degree of manual
capturing. The SSC received some 19 000 to 20 000 invoices and documentation
from the business units monthly. This was projected to increase to over 30 000
with the inclusion of New Vaal and New Denmark by the end of the year.
Further, the business units often sent in their invoices and documentation late
which meant a shorter time period for capturing. This also caused human errors.
For the question on whether Service Level Agreements (SLA’s) had been
implemented with all business units, Ellek indicated that this had not been done.
He further explained that this could be one the reasons the service levels were
very “one-sided” as he put it. Requested information and compliance to
requirements were not being adhered to by the business units which meant that
adhoc operational adjustments had to be made in order to maintain the service
levels and statutory financial obligations. Overtime, special payments to
suppliers and employees, high error rates and manual cheque payments were
some of the symptoms of a root problem that lay with the collieries. However
when asked if an error log was kept he admitted that no such tracking devise had
been implemented. Such a devise would allow for the tangible identification of
problems, trend analysis and the development of corrective measures to correct
the problems.

When asked about the format of client meetings, Ellek indicted that there were
monthly meetings held with all business units. Problems and areas of
improvement were addressed but again it was primarily from the client’s
perspective. No forum or agenda points encouraged the communication of
problems faced by the SSC with the client. Also, there was no formal
presentation of actual results against any predefined set of contract deliverables
that would be agreed in the SLA or any formal agenda points in the meetings.
This resulted in a rather unstructured and casual nature to the meetings when at
times they required some degree of formality to ensure effective two-way
communication. There was only one method used to determine client

satisfaction through a quarterly survey.
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5.2.1.2 Interview with L. Baving

L. Baving is the manager of the Management Accounting section and reports to E. Wiese.
Along with providing management accounting services to the collieries, the section

provides additional services to the Anglo Coal head office.
The following findings on process inefficiencies were identified during the interview:

e The head office of Anglo Coal uses the SAP system for its financial affairs while
the ACFS uses the MIMS system. Mr Baving indicated that there was no interface
between these two systems. Information received from H/O required manual
conversion by capturing it into an Excel spreadsheet. This was time consuming.

e He indicated that much of the time within his department was spent on
misallocated accounts and invoices primarily caused, as he saw it, by a
combination of lack of defined processes and procedures and too many manual
interventions.

e L. Baving also confirmed that there was no SLA between department and business
units. Similar to E. Wiese, he indicated that this caused problems with
dissemination of information, particularly from head office which required adhoc
special meetings to resolve issues, while with all business units there was a
general non-delivery of information in the required times.

e In response to the management processes, Mr Baving indicated that there were no
formal meeting structures to provide objectives or feedback on performance with
his employees. He also indicated that no proper planning of work daily, weekly or

monthly was being conducted.

5.2.1.3 Interview with E. Erasmus and E. Batt

E. Erasmus and E. Batt are employees within the treasury and cashbook department. The
area comprises about 5 employees which is responsible for making and balancing all

payments for all the business units.
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The interview yielded perhaps the most valuable information around the financial

accounting division. The following points are the most notable responses recorded during

the interview:

Mrs Erasmus and Mrs Batt indicted that there were no reengineering of processes
during the move into the shared services centre. The procedures that were
followed on the collieries were simply incorporated into the SSC and left largely
to the employees to make any adjustments required to cope with the new working
environment.

They indicted that they process approximately 1200 invoices per month for
payment. They verified that approximately 40-60 manual cheques were processed
monthly in response to a question on the number of manula cheques that were
processed (this was to verify the accuracy of the feedback received from E.
Wiese). This was caused by incorrect supplier information and smaller suppliers
who could not sustain the 60 day payment period maintained by Anglo Coal.

They indicated that there were system inefficiencies created by the use of the
Ellipse payment system. The application is a sequentially driven system that
means one application requires completion in totality before the user can move on
to other areas of the payment process. Further the system caused processing
delays, particularly at month-end when the majority of payments were processed,
by slowing down and “hanging”. Mrs Erasmus and Mrs Batt indicted that this
could slow the process by more than a day. There is also duplication of activities
when a new supplier is entered onto the system as it requires the supplier being
entered in on every BU box rather than entering once and being available for all.
This caused quite significant lost time as there are numerous suppliers requiring
deactivation and activation on a monthly basis.

E. Erasmus and E. Batt provided quite specific detail around inefficiencies. They
indicated that there were approximately 15 to 20 EFT rejections experienced
monthly. Theses were due to incorrect supplier banking details provided by the
mine. It was the responsibility of the collieries to enforce and ensure that the
information received about suppliers was correct however there seemed to be a
continual disregard in this area on the part of the collieries. A time consuming

process then kicked in to obtain the correct information either directly from the
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5.2.14

supplier or from the financial manager on the colliery. Instances of the collieries
or the suppliers not responding for up to 3 days were not uncommon. When asked
if this problem was escalated to management, they indicated that it had been done
however could not verify if it had been taken further however admitted that little
improvement had been witnessed to date. This created a backlog of work and at
the time E. Erasmus and E. Batt confided that there was an estimated 2 days
backlog of work. We consequently asked if any management intervention had
been taken to reduce the backlog, they responded with a resounding ‘no’. It was
left up to the line employees to resolve the situation through overtime.

There were also about 6 pay corrections experienced daily mainly due to incorrect
or missing information again such as Vat numbers. It was left to the line employee
to communicate with the respective colliery to resolve. This added to the backlog
as the employees were spending more time resolving these issues as apposed to
completing the prescribed duties. There seemed to be a major bottleneck in the
first week of the month when the processing, management accounts and month-
end journals needed to be completed which also contributed to the backlog.

E. Erasmus and E. Batt indicated that there was little or no formal staff meetings
were these and other issues could be tabled. No objectives or feedback on
performance had been given since the inception of the SSC. Asked if they had
been given any information on the Balance Scorecard performance of the SSC,

they surprisingly indicated that they did not even know it had been implemented.

Interview with Leon Rossouw

Leon Rossouw is the supervisor of the Accounts Payable function. He reports to Mr E.

Wiese.

The following notable responses were recorded form him:

Mr Rossouw also acknowledged that the main problem faced by his function was
communication and support from the business units. The business units in his

opinion neglected to follow procedure regarding unknown entries, deposit
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references and Cost Centre (they should let ACFS know that money was depoéited

and the associated reference number).

He also indicted that there was too much manual input. The SSC received all
original invoices from the collieries twice a week. This was achieved manually via
a driver who collects all invoices periodically. He was concerned that this would
be the same procedure for the two new collieries that were being incorporated
over the course of the next few months. His concern were justified as that New
Denmark and New Vaal collieries were each located about 200 kms away (no
way). This implies a substantial waste of resources to transport these documents to
the SSC. All of these invoices are then manually captured into the Ellipse system
for payment while simultaneously being captured into the MIMS financial system.

There was no interface between these two systems to speed up processing.

When asked about the Balance Scorecard and feedback on objectives and
feedback on performance, Mr Rossouw again confirmed that he received neither
feedback on the performance of his function nor any constructive planning or

work forecasting from his manager concerning his area.

5.2.2 Payroll Department

The department has 22 employees who provide payroll services to the 7 collieries, several
internal service departments and Head office personnel (excluding senior management
which is outsourced to Deloitte). The table below details the different payroll structures
applicable for Anglo Coal.

Monthly staff

Artisans/Miners

Monthly staff (coloured staff)

Daily paid staff

Contractors

Learnerships

8 New payroll incorporated on 1 April Isibonelo Project which is a TV
between AC and Sasol

Table 5.1: Breakdown of Payrolls at ACFS

lan|w||w(ro
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5.2.2.1 Interview with Danie de Jager

Danie de Jager is responsible for the Payroll function and reports to E. Wiese. The

following information was collected during the interview:

e Mr de Jager was first asked why the payroll runs each month where averaging 174
while the target was only 104 (from Balance Scorecard information). Mr de Jager
indicated that the payroll was unduly complex with 8 payroll structures (refer to
Table 5.1) .This was coupled with a high degree of ad hoc payroll requests such as
leave encashment, errors on bonus calculations and errors on overtime and short-
time. These resulted in often a pay run being done just to pay one employee. This
kind of practice was common on the mines when the payroll was decentralised
and had been passed on to the SSC. The mines continued to demand this service
from the SSC in order to keep the harmonious balance with the labour unions
which wielded considerable power. He noted that most of the ad hoc requests
were due to errors on the part of the supervisors of the mine who did not
effectively control the time recording system on the mine.

e Mr de Jager explained that the payroll system used by the SSC was called Paywell
which interfaced with the time recording system, SACO, on each of the collieries.
The SACO system was an access control system that recorded the comings and
goings of employees on the mines via an access tag. The recorded times were then
collated by a payroll administrator on the mine and exported into a flat file format
for downloading into the Paywell system. There were often problems with
employees on the mines which requires manual adjustments to the time recording
data. This information was not being communicated effectively by supervisors to
the payroll administrator. Once the payroll run had been complete it was then
picked up by the employees who in turn demanded rectification immediately. This
resulted in the SSC having to make special pay runs to correct the errors.

e Mr de Jager also noted that a high amount of information was received via the
courier from each colliery. There were two areas that resulted in over 30% of the
information requiring manual input into the payroll system. The first was
Information new starters and leavers which required manual input into two

systems — Paywell and HR Focus (HR management system). This information was
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duplicated both on the colliery and the SSC because no interface or central
database sharing platform existed for between either of the applications or the
SSC and collieries. Secondly, a special adjust for a tuckshop allowance that was
afforded to all mine employees required a monthly manual input. This was
considerable as it applied to over 7000 employees. He estimated that this high
manual input accounted for some 50% of the administrator’s time and admitted
that there was opportunity for substantial release of capacity.

When asked what would be do with this extra capacity, he indicated that it would
be absorbed by the integration of the new collieries and noted one of the most
interesting findings of the interviews, that is, Anglo Coal followed a no
retrenchment policy. So even if extra capacity was created it would be superfluous
as no consolidation of the labour compliment could be carried out.

Mr de Jager indicated that over 40% of ad hoc runs were due to late or inaccurate
information being received from the collieries. The payroll administrators at the
ACFS, like their treasury colleagues, were responsible for chasing and resolving
the queries and errors. The response time he noted was some 3 days on average.
Mr de Jager indicated that the ratio of administrators to employees was about 310
at present and should increase to 350 when all collieries have been integrated.
When asked about the Balance Scorecard and if he had received any information
in regards to his department’s performance, he indicated that he had not been
informed or seen any information in that regard.

Mr de Jager also responded negatively about the intervention of management
saying that he received no feedback on performance or on planning of the work to
be completed. There was no forum for management to develop corrective actions
or table their concerns — they were “left to their own devises” to quote Mr de
Jager.

To a question on service level agreements Mr de Jager also confirmed that none
had been devised between his department and business units. He agreed that
SLA’s were a major cause of non-compliance from the collieries. He added that
the procedures needed to be revisited as they had not been revised to

accommodate the incorporation of the ACFS.
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5.2.3 Summary of Face-to Face Interview Findings
116079
The findings as detailed above can be summarised into the following sections that will

synergise with the findings of the literature review:

e Most of the processes and their supporting procedures have either not been
reengineered or revisited since the implementation of the ACFS. All the
respondents sight this as one of the major concerns in generating the required
levels of efficiencies for the ACFS. Substantial lost time or duplication has been
expressed by all respondents.

e High levels of manual input are evident with technology not being utilised to the
maximum in order to enable more effective data processing. Far too many
applications are being used which is causing interface problems such as in the
payroll environment which has 3 applications (Paywell, SACO, HR Focus) being
used. The payroll function utilises some 50% of its capacity carrying out manual
input of data.

e The high manual intervention is causing high error rates. This in turn has spin-off
effects in lost time to rectify errors through rework.

e SLA’s have been confirmed by all respondents to have not been implemented with
customers. There no defined deliverables or performance measures with which to
track progress. This has also created a “one-sided” effect as indicted by one
respondent on the part of the ACFS. Business units are not complying with their
end of the bargain by supplying late information, incorrect information and poor
response times to queries initiated by ACFS. This requires the ACFS to refocus
efforts on low value-adding activities such as chasing queries or to work under
strained conditions in order to maintain the levels of service. In some cases this
has resulted in gross inefficient contingencies having to be implemented such as
several daily pay runs which results in lost time.

e The concept of consolidating labour to obtain cost savings and efficiency
improvements is one that is pivotal to any shared services environment, the fact
that Anglo Coal does not subscribe to such initiatives by following its non-
retrenchment policies (as indicted by Mr de Jager and late verified by Mr Johan

Koekemoer) throws the potential for real cost savings into serious doubt.
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The couriering of documents and information from the business units to the ACFS
is an inefficient method to say the least. Added to this, the incorporation of the
two new collieries, New Denmark and New Vaal, which have a round trip of over
400 kms each will make the continued use of this practice almost tragic from a
cost point of view (the use of dedicated assets such vehicles and manpower not to
mention travel costs).

There are serious deficiencies arising from the lack of good management
principles. All the respondents both upward and downward of the management
hierarchy show no evidence of structured team meetings, performance
measurement, forecasting and planning of workloads, and effective monitoring
and controlling of employees. The lack of a forum were employees can air their
concerns and from which development and implementation of corrective actions
can be made that will improve operations on a continuous basis is an area of major
concern

The implementation of the Balance Scorecard, although excellent in principle, has
no meaning and effect on the operation as it is not disseminated down the line to
employees or used as a tool to improve performance through corrective and
preventative actions. It seems to have been implemented like so many

management tools because it is the latest fad in corporate South Africa.

Cultural Questionnaire Analysis

Anglo Coal has undergone numerous changes within the Shared Services environment
over the recent past. Blind loyalty does not exist anymore and today’s employees are

more questioning and demanding. They are confident to air their concerns, grievances and

aspirations.

Today, most companies excel in responding to complaints and requests from customers.
Yet suggestions and questions from those who make it happen in a company are often not
taken seriously. It often does not take long for the employee to start treating the customer
in the same way the company is treating them. If a company does not take their people

seriously, customers are not likely to be taken seriously.
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People are motivated by different things, in different ways and at different times.
Increasingly, motivation is based on values rather than cash. At the end of the day
companies bet on people, not on strategies. The only thing that makes capital dance is

talent.

It is therefore of utmost importance to involve people and to ask them what will make

their abilities of value to the company.

Perceptions drive behaviour and should not be ignored. It is extremely important to be
aware of the perceptions of people and to manage and shape those to the greater benefit of

the company.

Each dimension measured consisted of a number of questions. The number of questions
ranged from 3 to 11. For the purpose of this, and subsequent analysis, use will be made
of a ranking system. All the dimensions will be ranked from 1 to 18. The dimension
ranked 1 will indicate that this dimension had the most positive mean score and received
the most favourable reaction from the respondents and can be seen as a strength. The
dimension ranked 18, by deduction, is the most negative as perceived by the respondents
and can be seen as an area for improvement. A dimension ranking will be indicated as in
the following example: Dimension 1: Strategic Direction (rank 5D). The ‘D’ following

the numeral indicates that it refers to the ranking of one of the 18 dimensions.

5.3.1 All Dimensions Mean Score
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All Dimensions Mean Score against Survey Grand Mean

Mean

G A i b R

1 2 3 4 5 6 7 8 9 10 il © B “ % B 7 L]

BMeanScore | 3.901| 334 | 369 | 346|356 | 3.7 348 | 365|345 | 3.2 |339|3.31(327|328(343|372|345|3.7
mGrand Mean | 349 | 349 | 349|349 | 340|340 (340|340 |3.49 (349|349 |349|3.49|349|3.49|349| 340|340

Dimensions

Figure 5.1: Survey Results for All Dimensions

The results of this survey indicated that there was a reasonable consistency with which
questions were answered. Differences between biographical groupings were generally far
less pronounced than was expected. This, in many ways, is an extremely positive aspect
and makes for easier correction of deficient areas. On the negative side is the fact that the

areas of perceived deficiency are uniformly agreed to by the majority of the organisation.

It should be noted that in this survey the grand mean of all dimensions measured was 3.49
(maximum mean of 5), which is considered to be a positive overall score. It is believed
by experts that a grand mean exceeding 3.30 indicates a healthy organisation. This does,
however, not indicate that such an organisation is without problem areas. It is also not to
say, that, if an organisation has an overall score of less than 3.30, the company has major
deficiencies, but merely that identified areas could create barriers to high performance

and efficient change projects.

The dimensions will now be presented from the most positive to the least positive, based
on the average mean score for that dimension and will be taken from all the staff in the

sample.
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5.3.2 Rank 1D: Dimension: Change - External Environment.

Mean score: 3.91 (survey grand mean 3.49)

Table 5.2: Dimension 1 Cross Tabulated Results

A total of 77% of staff see this dimension as a strength. This dimension refers to the way
the organisation reacts to the environment in which they operate, in terms of speed of
change and direction. In this case the staff believes that Anglo Coal is a leader in the

industry.

5.3.3 Rank 2D: Dimension: Strategic - Understanding and awareness.

Mean score: 3.76 (survey grand mean 3.49)

Table 5.3: Dimension 2 Cross Tabulated Results

It is highly significant that staff agree with and support the company’s mission/vision and
the direction that the company is taking. This creates the burning platform for change
initiatives and makes the implementation of such change a great deal easier to ‘sell’ to
staff. It is not to say that they will like the change, but merely that they understand the
need for the change.
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534 Rank 3D: Dimension: Organisational Assessment — Teamwork.

Mean score: 3.72 (survey grand mean 3.49)

|  Position it
’
51 5 | a 4 14 | 17 5 2 4 47 7z 39 5 12 5 28 | 19 | 82| 2 11 g | 32

Marital
Status

=)
=
N

372 | 354 | 368 [ 368 | 4.18 38 323 | 343 | 371" .3.72 3.67 | 364 | 376 369 | 384 | 377 | 362 | 378 | 393 | 3.91 366 | 378

36

Table 5.4;: Dimension 3 Cross Tabulated Results

This result is important when major change is being considered or implemented.
Teamwork is seen by staff as being vital to the success of the business. When working
with major change projects, a high ‘teamwork’ score allows organisations to leverage the
team factor by implementing team goals and looking for the benefits of self directed
teams. During change, it would be appropriate to consider team based objectives and

rewards. In this survey only 7.3% of staff saw teamwork as being ineffective.

5.3.5 Rank 4D: Dimension: Culture — Employee Commitment and Motivation

Mean score: 3.70 (survey grand mean 3.49)

eTRRES T T I
3 PR -
2 . S it

B

A

51 5 4 4 14 17 % 2 Myl A4y TV 39 5 RS . 28 19 | a2 i 18138 32

Margal
Status

37 333:|-379 | 386 [ 417 | 3.41 363 [ 328 | 371 37 |-398 | 283 | 364 | 407 | 362 | 353 | 372 | 347 | 384 1 375 | 373 | 369 | 372

366

Table 5.5: Dimension 4 Cross Tabulated Results

Staft appear to be motivated to use their skills and abilities to the benefit of the company,
and that they rise to the challenges facing them. There appears to be no uncertainty as to

the role that each person in the organisation plays. Overall this dimension came out very
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well and is a clear indication of their will to make Anglo Coal a world-class organisation.

This dimension is egocentrically oriented and usually appears in the top five rankings.

5.3.6 Rank 5D: Dimension: Change — Understanding

Mean score: 3.69 (survey grand mean 3.49)

iR = Sy
S : e | Sl ) Markal
osion i 3' ; Group Status

3l i S
51 | & 4 4 14 | 17 VR IR 4 47 7 2 39 B 12 5 28 | 18 32 2 11 38 32 18
369 | 32 | 381 | o8 | 22 | 368 | 365 | 363 | 338 | a7z | 411 | 4 | aes| & | 369 | 35 | 363 354 | ave [ 325 | 221 | 357 37 | a7t

Table 5.6: Dimension 5 Cross Tabulated Results

It is of significance that this dimension came out high. It measures the staff perception of

their understanding of the need for constant change. This has the result that staff are in

the position to efficiently realign themselves with new work methods and work practices.

The management of change is therefore more easily facilitated. Staff are also aware of
the inter-relationship between the departments and the effect that change in one area has
on another. This dimension goes hand in hand with Rank 2D: Strategic — Understanding

and awareness. Together they form the foundation on which change projects are built.

53.7 Rank 6D: Dimension: Culture — Individual Skills and Ability.

Mean score: 3.65 (survey grand mean 3.49)

& E e

2 Position i  Group -

e i B
51 5 4 4 14 | w7 | 5| 2 4 | a7 7 2 39 |5 2| s | 2| 19| 2| 2] 1| s
385 336 | 37 | 36 | 387 | 361 | 344 | 31 | 36 | 366 | 391 | 36 | 864 | 372 |.355 | 372 | 271 | 356 | 371 38 | 374 | 362

Table 5.7: Dimension 6 Cross Tabulated Results
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Once again this is an egocentrically based dimension. It is highly significant that this
dimension ranks only sixth. In most surveys of this nature, in our experience, this
dimension usually ranks in the top three. A total of 32.5% (13.3% see it as a weakness
and 19.2% as neutral) of staff believe that either they, or others around them, do not have
the necessary skills and abilities to perform the work. If the current change process has
brought about changes to operating processes/procedures or skill levels, it could be that
staff believe that they are inadequately trained for their new roles. Alternatively, if the
changed roles are not yet in place it could indicate that they are fearful of their ability to
cope with the changes. A third alternative is possibly that during the transition to a
Shared Services environment a number of skilled staff left or are no longer in the shared

environment, leaving staff to believe that there is a skills’knowledge shortage.

5.3.8 Rank 7D: Dimension: Culture - Values

Mean score 3.56 (survey grand mean 3.49)

51 5 |4 4 |14 17 5 2 4 47 7| 2 39 5 12 5 28 19 3z 2 1 38 32

Marial
Status

18

356 | 315 | 263 | 325 | 404 | 340 32 313 | 318 | 359 | 378 | 388 35 38 344 | 385 | 356 | 333 | 3589 | 363 | 362 | 353 3.54 !

386

Table 5.8: Dimension 7 Cross Tabulated Results

A total of 85.2% of the staff see this as a strength of the organisation. This dimension is a

positive reflection on the leadership of the organisation.

5.3.9 Rank 8D: Dimension: Culture — Ownership and Responsibility
Mean score 3.48 (survey grand mean 3.49)
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Table 5.9: Dimension 8 Cross Tabulated Results

This is the first dimension that fell below the survey mean. Scores in this type of survey

are largely relative but it is significant where scores are below the mean, irrespective of

where that mean falls.

This ranking indicates that staff perceive a lower level of

empowerment with only 54.6% perceiving this as a strength. This may be a reflection on

the management practices within the organisation where delegation of authority and

accountability (hence empowerment) is limited. During change projects this may have

the effect that staff will sit back and wait for others to drive the change through the

organisation.

5.3.10

51

Rank 9D: Dimension: Culture — Climate

Mean score: 3.46 (survey grand mean 3.49)
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Table 5.10: Dimension 9 Cross Tabulated Results

This dimension can be seen as a barometer of the satisfaction index of staff

It

encompasses aspects that will indicate how comfortable and relaxed (psychologically) a

person is in the company. It is also a very important dimension from the point of view
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that behaviour is greatly influenced by the degree of psychological comfort a person

experiences at work. It is obviously preferable that this dimension should fall within the

upper rankings as it is this aspect that drives a lot of the behaviours in the organisation.

5.3.11

Mean score 3.45 (survey grand mean 3.49)

51 | 5 | 4 4 | 1
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Table 5.11: Dimension 10 Cross Tabulated Results

A total of 56% of staff view the current change initiatives in a positive light, with only

13.4% seeing this as a weakness or a negative. It is not uncommon to find results of this

nature but it is important to identify which groupings are more negative than others. Very

often, change initiatives affect some groups more than others. In this survey the payroll

staff are of concern as they form 33.33% of the total sample, yet the mean score for that

group was only 3.22. (Capital Control had a lower mean score, 3.13, but only comprised

4% of the sample). It is suggested that this aspect is investigated further to ascertain their

resistance to the initiatives as this could hamper future productivity.

5.3.12

Mean score: 3.45 (survey grand mean 3.49)

81 |5 | 4 4 | 14

47

Position

3g

12

18

Rank 11D: Dimension: Culture — Leadership of the company

32

32

‘345 | 344 | 358 3,6:1 3.89-

3.2

311

283

2.86

3.42

3.4

371

3.28

32

328

| 385

406 | 366

3.38.| 3.44

339

Page 59




Table 5.12: Dimension 11 Cross Tabulated Results

This dimension is often the barometer of how effectively change has been perceived to
have been handled by the leadership team. When the survey is conducted during or just
after major change, this dimension is often indicative of the perception of the way in
which change has been dealt with. It is usually, as in this case, coupled by a similar
below mean score for another dimension, namely, ‘Effectiveness of Communication’. In
many cases the experiences that the staff bring to the survey are directly related to the
manner in which the change was communicated to staff, and they find it hard to separate

the two.

5.3.13 Rank 12D: Dimension: Organisation Assessment — Organisation

Structure

Mean score: 3.43 (survey grand mean 3.49)
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i
i i-'
i
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ez
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Table 5.13: Dimension 12 Cross Tabulated Results

Given that the Shared Services division has recently restructured it is significant that staff
do not perceive the new structure as being effective. This could be as a result of the
reason for the new structure not being effectively articulated to staff, or that the role
definitions, processes and policies inherent in the company are not fully understood. It
could also indicate a reluctance to change on the part of the staff, with an emotional

clinging to all that is old.

5.3.14 Rank 13D: Dimension: Diversity Management

Mean score: 3.39 (survey grand mean 3.49)
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Table 5.14: Dimension 13 Cross Tabulated Results

This dimension produced some interesting results. There appears to be a major difference
between married and single/divorced staff (difference of 0.37). A reason for this may be
perceived discriminatory practices that favour married staff, such as housing, pension,
medical or other benefits. It is unusual to have such differences based on lines other than
race (in this case maximum difference of 0.18), or gender (in this case maximum
difference of 0.04). If the above reason is not pertinent, it is suggested that the reasons for

this difference be investigated.

5.3.15 Rank 14D: Dimension: Change - Ownership

Mean score: 3.34 (survey grand mean 3.49)

Position

810 5 | a | a|1a]| 7] s 2 a | ar| 7| 2 s} 5| 12| 5| 2|9 22| 2] n|asw]|a

334 | 285 | 388 | 344 | 353 [ 331 | 305 | 3 | 294 | 338 | 35 [ 388 | 33 | 35 | 211 | 31 | 246 | 343 | 347 | 35 | 314 | 339 | 330

3.2¢

Table 5.15: Dimension 14 Cross Tabulated Results

Whilst the staff understand the strategic direction of the company (Rank 2D), and
understand the need for change (Rank 5D) they feel that they have not been part of the
change process. In such cases the perception is that the change is being forced upon

them, even though they agree with the pace and direction of the change. This can lead to

employees sabotaging change initiatives.
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5.3.16

51 |

Rank 15D: Dimension: Effectiveness of Communication

Mean score: 3.31 (survey grand mean 3.49)
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Table 5.16: Dimension 15 Cross Tabulated Results

It is not uncommon to find the perception of the effectiveness of communication to be

fairly low during change projects. However, it is one of the single most important aspects

of change management. During periods of change, communication should increase

threefold in terms of volume and at least twice in terms of clarity, to ensure a successful

change communication programme.

Communication that was considered adequate

during normal times will be found completely wanting in times of change.

5.3.17

51

Rank 16D: Dimension: Measurement — Individual and Organisational

Performance

Mean score: 3.28 (survey grand mean 3.49)
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Table 5.17: Dimension 16 Cross Tabulated Results

It would appear that little measurement takes place both in terms of individual and

organisational performance. Performance Assessments are either inadequate, ineffective,
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or the results are used for purposes other than performance improvement. The
performance assessments could be punitive in nature and are not aligned to organisational

goals, leading to all staff, irrespective of performance, being treated equally.

5.3.18 Rank 17D: Dimension: Measurement - Quality

Mean score: 3.27 (survey grand mean 3.49)

51 5 4 4 14 17 5 2 4 a7 |7 2 39 5 12 5 28 19 32 b B 38 32 18

“321 | 285 | 306 | 356 | a7 | 305 | 308 | 215 | a3t | 927 | 229 | 563 | 329 | sas | 311 | 344 | 529 [m0s | 3417| 875 | 325 | 325 | 335 307

Table 5.18: Dimension 17 Cross Tabulated Results

This dimension is very possibly linked to the one above. It is the perception of staff that,
whilst there is a lot of activity, the systems put in place to measure the effectiveness of
activity is lacking. This dimension, given the above dimension, could refer to both

measurement of individual and organisational quality.

5.3.19 Rank 18D: Dimension: Culture — The Company’s Commitment to Staff

Mean score: 3.12 (survey grand mean 3.49)

: |

Table 5.19;: Dimension 18 Cross Tabulated Results
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This dimension looks at the people management issues. Staff feel that they are not
rewarded for their efforts and that there is little or no constructive feedback or recognition
for their efforts. This dimension has a high impact on the motivation levels of staff and
will have a significant impact on change initiatives. The lowest three ranked dimensions
all have much to do with the way Anglo Coal manages the productivity and effectiveness
of people. It could indicate a very laid back attitude towards performance — giving those
that are carrying the major load a reason to gripe. Staff with poor performance are treated

equally to those with high performance.

54  Summary of Cultural Survey

As defined in the original objectives we have interesting findings from the cultural
survey. Most notably are the lowest five dimensions which are all personal in nature and
refer to the way staff are treated. From performance management to communication,
from change ownership to measurement of organisational performance through individual

effort, they are all the ‘people’ dimensions. This could point to a management problem.

While the top five dimensions relate to the organisation, how it changes when there are
changes in the outside environment, the fact that they are easily able to articulate the
direction of the company and staff understand the reasons for the direction there is an
indication that there is understanding on a strategic level as to how structures fit together
within the organisation and how teams operate and interrelate. All of these top 5

dimensions refer to the organisational fabric, the structures and constructs around which

the business is built.
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CHAPTER SIX: CONCLUSIONS AND RECOMMENDATION

6.1 Introduction

Although Anglo Coal has progressed well down the path of implementing the SSC, the
~ study has shown several inefficiencies that relate to process, technology or automation
and the people performance aspects. This performance gap is hindering the ACFS from
achieving its purpose of providing a better service to customers while still harnessing the
cost improvements that come with centralisation and consolidation. The following
recommendations are solutions to the problems identified and will hopefully go a long

way in correcting some of the deficiencies.

6.2 Human Resource Considerations

6.2.1 Implement a Performance Management System

The purpose of a performance management system is to create a high performance culture
in Anglo Coal, where all staff are more self managing, self-leading and accountable. This
occurs as individuals within the organisation own their own performance, and begin to do
the Right Things Right.

Staff appear to be unsure of the value that they are adding to the organisation (see Rank
6D) and are not sure if their skills and abilities are valuable. To ensure clarity and
synchronicity between staff inputs and outputs, it is important to ensure that roles are
clearly defined, that accountabilities and responsibilities are clearly articulated and

provided to all staff, and that the outputs are measured against the accountabilities and

responsibilities.
The ability to create this culture is contingent on four primary initiatives:

¢ Establishing clarity of responsibilities and accountabilities through best practice

Job analysis and Design
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e Aligning people with organisational vision, values and strategy by creating a Line

of Sight between business and strategic direction of the company and the work

undertaken by individuals in the organisation

o Operationalising this through individual Performance Contracts tied to values,

strategy and organisational objectives

e Behavioural training and development leading to sustainable performance

improvements and cultural change.

6.2.1.1 Job Analysis & Design - Capability Framework

Objective
Focus
Tasks

Dynamic

Embracing
Change

Achieving
Results

Interpersonal
Awareness

Communication

Subjective
Focus

Team Working

Develaping
Capability

Relationships

Figure 6.1: Capability Matrix

Source: Beyond Outsourcing

A successful business requires its employees not just to work conscientiously, but also to

focus carefully on those activities that will enable them to achieve results consistently, on

time and in a competent manner. Employees at all levels should be able to differentiate
between low and high value tasks, and have the right and opportunity to prioritise their

work to meet objectives and to make best contribution to the over-reaching purpose of

their department and, subsequently, the business.

The foundation of a High Performance Organisation is the establishing and the

implementation of a “Capability Framework.”
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The Capability Framework aims to describe the required competencies, skills, and

behaviours for every role within Anglo Coal.

The Role Profile is, in turn, the foundation of this process. The profile should detail
measurable observable results/behaviours in alignment with the company (KPls),
competencies (abilities required for the role), and a Job brief (the requirements of the

role).

Individuals will be able to decide upon their priorities through the use of their Role

Profile and the Primary Activities contained within that document.

Effective organisational performance is enabled through every employee in the
organisation understanding, and demonstrating the correct skills and behaviours, through

which Anglo Coal will meet its strategic and business goals.
Therefore the process will include the building and developing for every job:

e Job Role Profiles

e Key Performance Areas
e Bechavioural Profile

e Technical Profile

e Required competencies
Each Competency is broken down into Five Levels:

e Level One:
Understands what is required from their own role, and delivers to imposed

timescales and standards.

o Level Two:

Understands what they need to achieve within team context, and agrees timescales

and standards for discreet areas of own work.
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o Level Three:
Understands the broader requirements of performance within the function, and

delivers their own work within and to wider timescales and standards.

e Level Four:
Understands the broader (cross-functional) requirements of work delivery, and

how its delivery affects the financial targets of the business.

e Level Five:
Responsible for the achievement of financial and /or performance targets for a
particular business area and/or for ensuring customers’ and/or clients’ business

targets can be achieved.

Each level is defined by “Observable Behaviours”. For Example: Level Three:

e Participates in planning process and negotiates outcomes, timescales, quality
issues and other actions required to achieve the planned results — for both self and
team.

e Accepts responsibility for delivery of the results required.

¢ Obtains resources to achieve own and team objectives, and schedules subsequent
usage to maximise effectiveness and efficiency.

e Sets and cbntrols own targets in relation to functional objectives; organises and

manages several complex tasks concurrently in order to achieve those targets.

The eight Core Competencies are critical to embed for every role in the Organisation,
from Board Directors to entry level employees, and are defined for understanding, broken
into five levels for applicability, and further defined into Observable behaviours for

coaching and development.

Through the adoption of this Capability Framework organisations are assured that the
core behaviours which are essential for the completion, execution of both strategic and

Operational tasks and objectives are embedded into every employee’s job.
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6.2.2 Create a Line of Sight

To promote ACFS to a position where there is a performance culture and the performance
management process can add real value to the organisation and its employees, the

following is required:

¢ Define all role profiles accurately, providing a true line of sight between the role
and output at the lowest level of the organisation, back to the strategy of the
company within which they work in and the strategy of the Anglo Coal group.
Thereafter to train the system into the group across all levels, commencing with
management. Infuse the philosophy of performance. The diagram below depicts

the required action.

. Outcomes

Figure 6.2: Principle of Line of Sight

Source: Beyond Outsourcing

¢ During the above, ensure that the role profiles are consistent across the company
and that there is minimal/no overlap in accountabilities and responsibilities.
Identify all the measurable key performance indicators (KPI) per role. Contract
these deliverables with employees. This will enable managers to fairly score

performance and restore faith in the performance appraisal process.
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e Define the rewards or incentives attached to each score, or the employees’ specific
targets. Transparency in terms of the reward structure is required.

e Define the policy and procedure regarding performance appraisals in terms of how
often they are to be conducted, actions required against non performance,
performance standards required before an employee can become eligible for a

promotion, etc.

6.2.3 Performance Contracts

Job Profiles and Line of Sight are operationalised through the Performance Contract,
which applies the Job Profile to the individual within the organisation, and which aligns

this directly with the organisations vision, values, mission, strategic and business plans.

6.2.4 Behavioural Change

These first three initiatives provide the necessary but not sufficient conditions for the
achievement of High Performance Culture within an organisation. They are the structural

frame on which the culture is to be built, but this skeleton needs “flesh” in order to live.

This “flesh” is provided by a behavioural change training programme that provides the
impetus to embed the cultural change required within the organisation. Systems and

structures do not effect change. People, in all their individuality and idiosyncrasy, do.

In addition to achieving the financial business plan objectives, performance management

ensures that best practice for the whole organisation is introduced, including:

o Adding value to customers by improving the process around growth and the
development of employees, providing a continuing service which exceeds
expectations and enhances customer satisfaction;

o Ensuring the staff at the required levels work as a team;

o Employing and retaining the best people who are recognised for

performance;
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o Automating the performance improvement process through the use of valid
Accountabilities and Responsibilities and leading edge Competencies that
can be managed and monitored online;

o Ensuring employees understand and exhibit the behaviour expected in an
organisation

o Providing performance reviews to ensure that the right person is in the right
job, i.e. to maximise personal job satisfaction and performance or output;

o Identifying learning and development needs within an organisation through
performance reviews and ‘gap’ analyses and, thereafier, planning specific

programmes for individuals to reduce the ‘gap’.

6.2.5 The Principle of Labour Consolidation for an SSC

Anglo Coal’s policies on labour retention are admirable in the context of alleviating the
alarming South African unemployment rate. However in the context of the principles of
the shared services and the underlying reasons for implementing a shared service, the

labour policy is doomed to run into conflict.

This underlying principle of moving to a shared services environment, from a staffing or
labour point of view, is it provides immense opportunity to consolidate labour. The
current policy of not retrenching employees contradicts this principle and will in turn
never-allow the ACFS to reach its true potential of savings and efficiencies. To further
illustrate the impact of this policy on Anglo Coal should the policy be followed resolutely
with no alternative being sort to more effectively utilise the inherent surplus labour. It is
essential that top management understand the implications or resulting effects of the

policy on the ACFS, particularly over time.

I have extrapolated the data provided from the current staffing complement for each of
the two major departments in ACFS and compared this with the complement utilised by
world-class or best practice organisations in a similar financial shared services
environment. A further analysis was incorporated to illustrate the impact on opportunity

cost if Anglo Coal’s strategy to double revenue by 2008 was realised.
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In the calculation the following variables were employed to draw the conclusion:

e Purchasing Power Parity factor of 4 was used to convert the revenue from Dollars
to Rands.

e The revenue applicable for the 7 colleries was evaluated at approximately R800
million (as per Johan Koekemoer, ACFS manager)

e The best practice staffing levels were obtained from the Hackett Group.

e Straight line growth was assumed for revenue calculations in 2008.

e A risk factor of 25% was introduced to cater for any country specific financial and

labour conditions.

i & AN

inancial Accounting Analysis|

Figure 6.3: Financial Accounting Analysis and Performance Improvement Gap

Diagram 10 indicates through the use of Best Practice data that even with a risk factor of
25% having been introduced in the calculations, the financial accounting function is
approximately 14 people over staffed or an equivalent extra cost of R 2,766,400. The
process and system inefficiencies as identified in the report above have resulted in an

excess of staff in order to complete the required tasks.
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A further calculation can also be extrapolated to determine the cost effect if the present
levels of operational performance continue without intervention. With the goal of doubling
the revenue by 2008, the staff compliment will grow to about 100 people at present levels
of performance but so too will the excess staff compliment, rising to about 35 extra staff or

an equivalent cost of R 6,916,000 if measured against Best Practice.

5 Cost=
R 2,371,300

]

Total Cost=
R 3,754,400

Figure 6.4: Payroll Analysis and Performance Improvement Gap

Notes:

e Best Practice figures for ratio of payroll administrators to employees is obtained
from Gartner and Payroll Company — Beyond Outsourcing who have provided

payroll services for over 5 years.

A 60% increase in the labour force is assumed to produce the doubling of revenue
by 2008.

A 20% risk factor has been applied to the PA/employee ratio to account for any

industry and country specific conditions such as labour laws and union influence.
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The same can be applied to the Payroll function. Best Practice indicates that approximately
850 employees should be processed for every Payroll Administrator. Even after introducing
a risk factor of 20 % to account for any country and industry specific conditions to the Best
Practice indicator, resulting in a reduction of 680 employees per Administrator, we have
determined that the function is overstaffed by approximately 8 personnel with an

equivalent extra cost of R 1,580,000 (R 197 600 CTC per employee as per base data).

Again, to evaluate the continued unchanged effect on the Payroll Function as ACFS moves
towards the 2008 goal of doubling revenue, we extrapolated a hypothetical number of
12,500 Anglo Coal employees to generate this income. At present levels of performance 31
Administrators would be required to process these employees while with Best Practice this
should be closer to 19 staff, indicating a widening gap of 12 extra staff or an equivalent

extra cost of R 2,371,000.

Anglo Coal senior management will have to give careful consideration on how to best
utilise the excess labour, that is, if a consolidation strategy is to be employed to its fullest
effect in ACFS while simultaneously adhering to the no retrenchment policy, then the
excess employees will have to be re-skilled and trained in order to be absorbed in other
areas of the organisation. This will require large investment however and could cancel

any savings gained in labour reduction.

6.3 Process Concerns

6.3.1 Reengineer Processes

Most of the processes were found to be inefficient during the analysis. A comprehensive
business process reengineering (BPR) exercise is required to wring out inefficiencies and
standardise processes in ACFS. This can be an extensive and costly exercise and will
require investment upfront to generate long term and continuous improvement benefits.

An external supplier who specialise in BPR is recommended.
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It is possible to obtain some quick wins in the interim however, and this is a powerful

mechanism for maintaining change momentum. The following quick improvements were

identified by during the Analysis study:

Ending multiple approvals: due to the number of special payroll runs and
EFT’s, the need for multiple approvals takes up significant amounts of
valuable management time that could be better spent on key strategic and

management issues.

e Avoiding multiple copies and files: This could be achieved through the use of

documentation imaging (scanning). This could be integrated with an on-line
system that has authorisation embedded right into it. Such a system would
assist in automating a lot of paperwork such as the cashbook process. For
example systems exists where an employee types an expense report into a
computer and pushes a button to route it to the appropriate manager via an
electronic authorisation and routing infrastructure system. The manager
signals approval by pushing another button that authorises the payment, which
is done primarily through electronic funds transfer (EFT). Meanwhile, the
actual receipts are mailed by the employee to the Shared Services Centre’s
imaging centre to be scanned against the expense report by the computer

program.

6.3.2 Service Level Agreements

SLA’s are a big problem for ACFS from the perspective that it is very one-sided. It seems

ACEFS stick to their end of the agreement but their Business Unit partners do not (ACFS

receives late requests, receives special out-of-cycle requests) which is costing a lot of

money.

It is vital that operating business unit managers and shared service managers work

together and in partnership consent to SLA’s. An SLA clearly defines what the SSC has

to do to meet its business partner’s requirements. The business units are in turn made

aware of the required inputs and must be agree and uphold to these in order for the SSC to
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meet the defined contract deliverables. A set of requirements and promises is defined

within an SLA; an example of this is shown in Table 6.1.

Table 6.1: Principles of a Service Level Agreement

Source: Schulman et al. 1999

It is recommended that ACFS pay special attention to redesigning and educating all
partners of the dynamics and obligations inherent in a well constructed SLA. This will go
a long way in improving the service delivery and creating a win-win situation for

customers and ACFS.

6.3.3 Education and Training

Education throughout all Anglo Coal Business Units on the following:

1. The importance and value of Service Level Agreements (SLA’s) in managing their
business and the design, implementation and management of SLA’s on an ongoing
basis.

2. Education on ISO principles

3. Education and Implementation of basic Management Principles (Forecasting,
Planning, Scheduling and Monitoring & Control). This would support the
implementation of ISO principles i.e. a Quality Management System which includes

management review meetings, preventive and corrective action. (The lowest five
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dimensions could all relate to ineffective management of employees and will go a

long way in addressing these issues).

. i iy . Forecast J
- Balanced Scorecard ’ e ey \
Daily é]:'i.léo‘ni'tor & S
Weekly . Rt o Plan
Monthly En .Con,trol s g ;
- ' Schedule |

Figure 6.5: Adapted Basic Principles of Management
Source: ISO 9001:2000

6.4 Automation and Technology Concerns

6.4.1 Payroll Systems

Two instances of the HR Focus systems is being run — one at the colliery and one at
ACFS

The two systems currently being used is insufficient because personnel information has to
be duplicated in the HR and payroll systems. It is recommended to implement an
integrated system at ACFS which could simplify the HR functions. It is also
recommended that the individual collieries remain using the HR Focus & time

management systems because they need to employ their own staff.

Consideration could be given to outsource the payroll portion as an option provided the

following benefits could be achieved:
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e  ACEFS has secure online access to the system

e  The addition of new employees is simplified

e  The transfer of employees between mines could be simplified

e The data required for the payroll process (i.e. timesheets) could be

maintained in the same way as currently being processed.

6.4.2 Automated invoice processing system (Call centre type of application)

This proposal consists of two underlying components. Firstly it is dependent on a
document management system whereby all invoices are scanned into the document
management system. This data will then become electronically available to the ACFS
Division. The call centre application will then process the invoice into the accounts

payable module of the ERP system.

This application will then track the payment to the supplier throughout the payment
process. Any delays could be detected by the system as well as provide information about
teach payment which could be used to manage the SLA between ACFS and the

Collieries.

The following benefits could be realised by this application
e Full audit trail of the payment process
e Useful statistical information about the efficiency of the service
o Shorter delivery of the service because of immediate availability of
information for processing
e Single point of invoice enquiry and problem solving
e Standardised processes to ensure quality of service
e Reduced cost to process invoices

¢ Online facility to track payments
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Figure 6.6: Proposed Call Centre Architecture

Source: Beyond Qutsourcing

Notes:

e Each colliery will process its own orders and Proof of Delivery (POD) notes.
Orders will be consolidated into the central Ellipse database using the existing

order file.

¢ POD and invoices are scanned into the document image repository by the collieries.

Information will be available immediately for processing by Financial Services.

e The Financial services call centre application will capture the invoice details and

will then populate the information via the integration layer onto the Ellipse

database

e The collieries can view, via a thin client application, the progress and status of

accounts payable process etc. at Financial Services.
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e The Financial services division can also operate as a central point for supplier or

colliery enquiries. They can call financial services to enquire about payments etc.

e The call centre database will maintain the SLA performance data. All relevant data

are stored to measure the SLA.

The integration layer will act as the intermediate between the call centre and the ERP

database

6.5 Conclusion

Shared Services has been implemented by a wide range of organisations over the past ten
years. While these companies have generally invested heavily in management resources

and systems, many have not been able to achieve the promised benefits.

In conducting the literature review the researcher found that the most successful
implementations are those that have gone well beyond mere centralisation of services
with legalistic service level agreements to ensure compliance. Successful companies have
both reengineered the processes and put in place governance mechanisms to encourage
business managers to treat support as a controllable cost that they can influence. By
putting in place a co-operative model where businesses and shared service managers
collaboratively develop “fit for purpose” solutions, these companies have achieved initial
savings of over 30 percent. In addition, successful companies have managed to increase

their level of savings while continuing to satisfy the needs of businesses they serve.

The Anglo Coal Financial Shared Services is a long way from achieving the levels of
efficiencies that are produced by the best companies. There is no single panacea that
guarantees success. Experience with companies across a broad spectrum of industries has
taught that success in driving the growth strategy results from the effective convergence

of three distinct domains: process, technology, and people.

The study followed this approach and has shown that although the ACFS meets some of

the more basic concepts of a shared service centre, a great deal of operational
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improvement in these three areas are required in order to capture the maximum

effectiveness and efficiencies benefits.

Performance improvement is the goal or benefit of aligning individual and organisational
change with business results. Performance Improvement measures are not just ‘external’
industry best practice or sector benchmarks, but real ‘internal’ measures related to the
performance improvement delivering through the managed service capability. This is
true implementation of the client’s strategic business plan against master budgets through
operations implementation and execution. The recommendations detailed in this study, if
followed, will add substantial value to the ACFS operation and move it closer to its goal

of becoming a world class shared services centre.

Further, similar periodical studies are recommended for Anglo Coal to continually
determine at a snap shot how its shared service stands up against best practice. This will
allow Anglo Coal to understand the gap and to develop a road map of interventions that

will assist in closing the gap.

Further studies are required of Southern African Shared Services Centres in general to
determine how we compare against our Noﬁhem Hemisphere brothers and what are the
differences that affect effective implementation in Southern Africa such as the labour
conditions (a point that came up in the study with Anglo Coal following a non-

retrenchment policy) which could be counterproductive in setting up a shared service in

the first place.
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APPENDIX ONE : CULTURAL SURVEY QUESTIONNAIRE

Generic Questions used in Culture/Climate Surveys

BIOGRAPHICAL INFORMATION

NonRAEwN—

In which office/Department are you employed?
What is your job grade?

Years of service with Company?

In which age group do you fall?

Gender?

What is your race?

What is your marital status?

A STRATEGIC DIRECTION

A1l Understanding and awareness

8. Employees understand the Company's mission.
9. 1 know where the Company is heading,
10. Employees are aware of customers and responsive to their expectations.
11. 1 agree with and support the Company's strategic vision.
12.  The Company is open to new ways of doing things.
13. The Company is an organization of excellence.
14. The Company operates in an ethical and socially responsive manner.
B CHANGE

B1 Understanding

15.
16.

17.

18.

Employees understand the need for change.

Employees are clear on what is expected of them in terms of their responsibilities
and roles.

Employees understand that changes affecting one part of the organization have an
effect on other areas.

There is a transfer of knowledge between employees in how to do their job better.

B2 Ownership

19.

20.
21.

Employees are given a meaningful opportunity to participate in planning for
change.

Employees have been informed on how change will affect them directly.
Employees have generally been encouraged to become involved and committed to
change rather than being forced to comply.
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22.

Employees are committed to change that will improve the organization.

B3 External Environment

23.  The speed at which change has taken place within the Company has been in line
with the changes and pressures of the industry.
24.  Leaders in the Company are responsive to the needs of external customers.
25.  Productivity is high in the Company relative to the rest of the industry.
26. The Company provides a high quality service to its customers.
C CULTURE

C1 Leadership of the Company (Leadership refers to Head Office and Regional

Management).

27.  Leadership supports the Company's mission and strategy.

28.  Leadership is clear about the Company's direction, i.e., mission and strategy.
29.  Leadership communicates effectively with employees.

30. Leadership is open to feedback and suggestions.

31.  Strategic leadership can be trusted.

32.  Strategic leadership cares about employees.

33.  The Company's rules and policies are consistent.

34.  Productivity in the Company is improving.

35.  There is less bureaucracy now than there was 2 years ago.

C2 Empowerment/Responsibility

36. The Company encourages employees to take responsibility.

37. Employees are free to express their ideas.

38.  Employees are empowered to make decisions and take action when necessary.

39.  Employees understand the relationship (balance) between empowerment and
accountability.

40. Employees typically take the initiative to solve problems in meeting the needs of
customers.

41.  Rules, policies and procedures are flexible enough to support changing the way
things are done.

42. Employees accept responsibility.

C3 Values

43.  Employees can easily change their established beliefs and values.

44.  Employees are self-disciplined.

45. The Company's culture assists the performance of employees.

46. Employees are aware of the values needed for success within the Company.

C4 Climate
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47. There is a high level of co-operation among employees.

48. Employees openly discuss issues amongst each other.

49.  Employees trust each other.

50. Employees support each other.

51. Employees have high personal standards of excellence.

52.  There is a high level of trust and mutual respect between leadership and employees.

53. The Company sustains a work climate that generates high levels of employee
commitment and job satisfaction.

54. Being a team member meets my personal needs and aspirations.

C5 Individual skills/abilities

55. I find my work challenging.

56.  Job opportunities are matched with the abilities of individuals.
57.  Staff are technically competent and effective.

58. Iuse my skills / abilities to the benefit of our customers/business.
59.  Ihave the opportunity to make a meaningful contribution.

C6 Employee commitment and motivation

60. I am motivated to apply/use my skills.

61. Employees meet the challenges of tasks and try to find better ways of doing things.

62. Employees are personally committed to achieving the goals of the organization.

63. Inter-team and interpersonal conflicts are discussed and settled to obtain the best
possible outcome concerning the issues involved.

64. Employees know which work they have to do.

65. Employees understand how the organisation fits together.

C7 The Company's commitment

66. Employees are rewarded for their efforts.

67. Employees receive recognition for their work.

68.  Employees are told about their mistakes in a constructive manner.

69.  There are opportunities for growth and development in the Company.

70.  The Company is committed to developing employee skills.

71.  Realistic opportunities are created for employees to learn / improve their skills.
72.  The Company makes good use of talented people.

73.  Sufficient resources are available for employees to do their jobs.

D ORGANISATIONAL ASSESSMENT
D1 Organisational Structure

74.  The Company has an effective organisational structure.
75.  The Company's structure helps different groups / teams work together effectively.
76.  The authority of employees is clearly defined within the organisational structure.
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77.  Employees are able to file grievances easily.

D2 Teamwork

78.  Employees help each other to complete tasks.

79.  Employees resolve differences constructively.

80. Employees look for ways to help each other.

81. Team goals are more important than the goals of any individual.

82.  Team participation is important in making a contribution to success.

83.  Individual differences in lifestyle and values are respected.

84. Employees have the necessary team skills required to fulfil their roles in teams.

E MEASUREMENT AND GOVERNANCE
E1 Individual and Organizational performance

85. Employees understand what contributions and outputs they must deliver.
86. Employees are evaluated properly on individual performance.

87. Employees are evaluated on team performance.

88.  Employee goals are set and reviewed frequently.

89. Employee goals are high, but achievable.

90. The Company has a relatively high level of performance.

91. The Company utilizes its existing resources well.

E2 Quality

92. The Company provides high quality training for its employees.

93.  Quality improvements in our service are measured sufficiently.

94.  The Company is responsive to customer service problems.

95.  Training programs and other initiatives which have been implemented to improve
customer service are effective.

F. EFFECTIVENESS OF COMMUNICATION

F1 General communication

96. Employees are able to get answers to their questions quickly.

97.  Relevant information is distributed to employees.

98.  Important information is received on time.

99. I find memos are an effective method of communication.

100. I find the in-house magazines/newsletters interesting and informative.
101. Staff meetings generally communicate organizational issues effectively.

G. DIVERSITY MANAGEMENT

G1 Management of race and gender issues
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102.
103.
104.
105.
106.
107.
108.

Males and females receive equal pay and benefits for equal work.

Men and women have equal opportunities.

People from different racial groups receive equal pay and benefits for equal work.
There is respect for different languages.

There is respect for different cultures and traditions.

The Company supports diversity in the workplace.

The need for diversity is recognized and used to the benefit of the organization.

H. CURRENT STRATEGIC IMPERATIVES

H1 Current main project/initiatives being considered/implemented by the company
(Shared Services environment)

109.
110.

111.
112.
113.
114.

115.
116.

Employees understand the need for Shared Services environment

Employees agree with the direction that Shared Services environment is taking the
Company.

Employees feel that they have enough say in the direction of Shared Services
environment.

The communications received from Shared Services environment keeps me
informed as to the progress of the project.

Employees are generally excited about the project. Employees generally support the
project.

Management generally support the project.

Employees will not resist the changes that are likely to come with the project.

The staff have had sufficient input into the project.
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APPENDIX TWO : CULTURAL SURVEY ANSWER SHEET

Answer Sheet

Part 1 - Biographical Questions

Read the question sheet and answer the following biographical questions. In Part 1 please change the font
colour to RED to indicate your choice. This applies to this section only (biographical questions)

Manage- | Capital
1 Financials/ General Treasury & | Credi- Payroll ment Control &
Receivable Ledger Bank tors T Accoun- | Analysis
ting

‘ 2 | Management ‘ Staff J |

‘ 3 J <12 months ‘ 13-24 months L>24 months l

’ 4 | 18-24 years [ 25-30 years | 31-35 yearsj >35 years J

’75 J Male ‘ Female —‘

’76 J Asian Black j Coloured r White l

|77 } Married J Single/divorced ‘ Live in partner l

Part 2 — General Questions
Place an X or tick (V) in the appropriate box.
Question Strongly . Uncertain/

No Disagree Disagree sometimes Agree Strongly Agree
8
9
10
11
12
13
14 B
15 l
16
17
18 B
19
20
21
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Question
No

Strongly
Disagree

Disagree

Uncertain/
sometimes

Agree

Strongly Agree

22

23

24

25

26

27

28

29

30

3

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76
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Question
No

Strongly
Disagree

Disagree

Uncertain/
sometimes

Agree

Strongly Agree

77

78

79

80

81

82

83

84

85

86

87

88

89

90

91

92

93

94

95

96

97

98

99

100

101

102

103

104

105

106

107

108

109

110

111

112

113

114

115

116
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CROSS TABULATION OF CULTURAL SURVEY RESULTS

APPENDIX THREE
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