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Session objectives

Discuss the scope and scale of the fiscal challenges facing jurisdictions
worldwide, including Nova Scotia

Present a framework for identifying and realizing cost reductions
Explore two key categories of cost reduction

Share examples of successful cost reduction

Engage you in a discussion about what can work in your organization
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Agenda

* Introduction and session objectives 9:00
« Overview — Fiscal outlook

« Cost reduction framework

« Efficiency opportunities

* Break 10:15
« Changing model

» Client Example: Leicestershire County Council

» Client Example: State of Minnesota

« Concluding remarks

* Adjournment 12:00
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Overview — Fiscal

outlook




Fiscal outlook - Imbalances abound

Countries, provinces, states and cities around the globe are facing
significant gaps between revenues and expenditures

\

4 Borrowed one pound for every four it spent in 2009

N\ Y/
/

Government is borrowing a billion Euros a day, and the national
pension system running $15 billion/year deficit

By next spring, lllinois will face a deficit of 15 billion USD, or half
of the state’s yearly spending. California faced a 19 billion USD
shortfall this year

In 2009/10 nine of ten provinces ran fiscal deficits, and the same
nine provinces are forecasting deficits for 2010/11

O |-
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Fiscal outlook

» The Canadian federal deficit for 2010/11 is projected to be approximately
$50 billion, or 21% of federal revenues

» Deloitte’s financial review of the Province of Nova Scotia predicted a
deficit of $1.3 billon in 2012/13 (approx. 12% of total spending)

 Deloitte identified the following key drivers of Nova Scotia’s provincial
deficit:
— Loss of offshore petroleum revenue
— Reductions in amount of Federal transfer payments
— Expenditure growth outpacing revenue growth
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Forecasted revenues and expenses — Province of Nova
Scotia

» Deloitte’s Report forecasted expenses to surpass revenues in 2010/11,
and that expense growth will outpace revenue growth from 2010/11

through to 2012/13

Province of Nova Scotia - Financial Review
Projected Revenues Vs Projected Expenses

Projected Expenses —— Projected Revenues
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The ‘Gap’ is real, the ‘Gap’ is growing

7

There exists both a fiscal gap, and a performance gap
— Fiscal gap — difference between revenues and expenses

— Performance gap — difference between the way government currently
operates and the realities of the current demographics and economy

Most deficits have a cyclical nature, however most jurisdictions are
facing structural deficits, meaning even if there is an economic boom,
a sizeable gap will still exist

It is not an economic puzzle, where the deficit can be eliminated by
moving around and changing a few pieces

The task at hand is a difficult one, and addressing the fiscal gap will be
challenging
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Available options

« There are three primary levers available to address a fiscal deficit:
— Increase taxes (revenues)
— Grow economy
— Cost reductions

» Our presentation will explore cost reduction options
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Cost reduction

framework




Cost reduction opportunities

10

Cutting costs seems like the most logical way for governments to
address a deficit; however, governments must be careful when deciding
where to make the cuts

Across-the-board budget cuts are not sustainable and can actually
hinder the delivery of services. Governments need to develop cost
reduction strategies aligned with their needs

They need to look at mission-related and non-mission-related costs

— Mission-related costs are those that directly relate to the objectives of
the organization

— Any expenditure that is not related to the priorities or objectives of the
organization is a non-mission-related cost and is a potential candidate
for cuts
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Why transform? Many reasons, but in today’s world...

 We have no money, so the only way to do the same or more with less is
to do it differently

External Drivers Internal Challenges Objectives

Attract/retain More
and train Effective
people Insourced/
needed fo Outsourced
the future Mix

ow effective is my
urrent technology?

How am |
charged for
service?

Rising Labor
Costs/Changing
Demographics

improve back office
operations?

Common Strong
existing Systems Customer
operating cost & Efficient Relationships
efficiency? Processes

How do we work
across different

ow do | align my
organization?

Internal
Control
Compliance and
higher quality
information

More Effective

Legisiati
ve Site

Selection and
facility
management

a major change
with minimal

Changes
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Framework for identifying cost reduction opportunities

» There are hundreds of different ways to reduce costs. These opportunities
generally fall within four broad categories. We will deal with the first two
categories during today’s discussion:

+ Remove the waste from existing processes ]
N
« Reconfigure bureaucratic structures to achieve the same policy outcomes in a
Changing different way
Model y
\
» Change the policy outcome or change policy for different outcomes
J
« Should the program, board, agency, or unit of government exist at all? Does
_ the government need to be involved? Is there another way of carrying out the
_ Exit/ eainn?
Divestiture mission:: J
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Efficiency
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Efficiency: Potential tools and methods

There are numerous tools and methods available to
identify and implement cost reduction opportunities,
including:

Business Process Reengineering
Lean process redesign

Desk Audits

Activity Based Costing

Budget analysis
Management by Objective ”
Performance Reviews
Balanced Scorecards

© 0 N O O bk Wb

Benchmarking and Functional Area Diagnostics
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The benefits of lean

« Untapped opportunities exist for governments
to adopt lean practices

 In the past decade, “lean” techniques have
become a prominent approach in the pursuit of
process efficiency and cost reduction

« Leanis in part a set of best practice analytical
techniques for driving operational innovation

« Lean focuses on matching delivery to the
citizens’ needs through continuous process
improvement and can empower frontline staff
to eliminate waste and improve the customer
delivery chain in terms of cost, quality and time
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Lean improvement efforts focus on reducing waste

Product Development

Environment
Other Searching for
information
Value-
Added ‘
Project
Wait Time
Meetings &
Conference
Calls

Rework

Source: Deloitte client experiences

16 FMI - Working Session

Seven Deadly Wastes

Excessive - “Chasing” approvals
Motion

- “Searching” for information

- Waiting for approvals

LUCUUEREERE | \eetings and conference calls

Over- - Poorly defined or communicated requirements
Engineering

- Excess resources lacking clear work activities

Unnecessary - Processing information from “non-standard”
Processing Time

sources

- Rework
- Failing to meet customer requirements

Excessive - Poor resource leveling to meet demand
Resources

- Minimal understanding of bottlenecks
- Redundant activities

Unnecessary - Unnecessary approvals
Handoff - Verification loops
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Typical Lean projects tend to address only the visible
symptoms of waste

Visible Symptoms

« Excessive Motion * Defects
« Waiting Time * Excessive Resources

« Over-Engineering * Unnecessary Processing Time
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Enterprise Lean expands the focus to the entire business

Enterprise Lean

Unit-Level Focus Cross-Enterprise Focus
Typical Lean improvement Enterprise Lean attacks waste
efforts focused on making at all areas of the value stream.
tactical improvements at the A value stream is a set of
unit level interdependent activities

through which a specified
service is performed
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Table discussion: Efficiency options

« At your tables discuss the following questions:
— Which efficiency techniques have you used in the past?
— Have you applied lean techniques?

— What is the best example at your table of a successful efficiency
improvement?

 What were the 2 - 3 critical success factors?

 What were the 2 - 3 obstacles to overcome?

» Please take notes and appoint a spokesperson for your table
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Changing model
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Framework for identifying cost reduction opportunities

N
+ Remove the waste from existing processes
J
)
» Reconfigure bureaucratic structures to achieve the same policy outcomes in a
Changing different way
Model )
~
» Change the policy outcome or change policy for different outcomes
J
» Should the program, board, agency, or unit of government exist at all? Does
_ the government need to be involved? Is there another way of carrying out the
_ Exit/ eainn?
Divestiture mission:: J
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Operating model cost reduction techniques

Shared services

« Share back office functions (e.g. HR, finance, procurement) with other
departments or public bodies

Reduce overlap

» Adjust the responsibilities of bodies at local, state, and national levels to
reduce overlap and better align behaviors

Rationalize

« Reduce the number of agencies, units of local government and “arms
length bodies” involved in delivering public services

Redesign

» Adjust organizational hierarchies to increase spans of control and
“delayer” middle-management roles (both within government
jurisdictions and across federal, state and local government)
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Shared Services Quiz

1. What is the primary reason organizations adopt shared services?

Increase customer satisfaction
Improve quality

Reduce cost

Increase service innovation

Q0T o
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Shared Services Quiz

2. What function is most commonly delivered through a shared services
model?

Finance

T

Human Resources
Procurement

Q0T o
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Shared Services Quiz

3. Which process is most commonly performed by shared services
organizations?

a. Payroll

b. Accounts Payable

c. Internet and Web Service Delivery
d. Collections
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Shared Services Quiz

4. What is the average headcount reduction achieved during the first
year of implementing a shared services model?

. 3%
. 7%
12%
. 20%

QO 0O T o
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Shared Services Quiz

5. Of the 13 provincesl/territories in Canada, how many established or
are in the process of establishing shared services?

11
13

Q0T o
©
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Why do organizations adopt shared services?

« Cost reduction was overwhelmingly the top ranking shared services
priority for participants in Deloitte’s 2009 Global Shared Services Survey

« Customer satisfaction has become a much higher priority since 2007

Recuce cost [ 2w
improve process [ e
" eatistaction. . I e
satisfaction
Enhance technology _ 25%
Increase service innovation _ 15%
other [ 6%
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Shared services strategic benefits

« For many, consolidating activities can free resources from routine
activities to focus on higher value activities

Focus — Managing The Business

Higher
value Strategic Analysis Operating
Divisions
Limited
Analysis
: Efficient Transactional
Labour Intensive Trx Shared
Lower Transaction Processes Services
value

Focus — Managing The Numbers
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What is shared services?

izati e Organization 4
Leadership g

Organization 3

Model 1 — Shared Leadership
The organizations continue to deliver their own
services but operate under the guidance of a
shared leadership position for planning and

coordination.
Model 3 — Shared Services

Organization 3
The organizations create a jointly and wholly owned
shared service to manage and deliver services.

30 FMI - Working Session

Organization 2

Organization
3

Organization 4

[

A
‘II

Model 2 — Managed Service

One organization expands its capability and
provides services to other organizations according
to a joint services agreement.

Organization 1

Organization 2
Model 4 — Outsourcing

A third party private sector organization delivers
contracted services to the organizations.

Outsource
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Shared services experience across Canada

Predominant Structure Primary Business Drivers Status of Shared Service Model
. Integrated shared services model . Cost savings Resources Established shared services
model

I:' Functional shared services model . N * Improving 7 s fhes E el

Efficiency services shared services

\:l Decentralized model / No shared
services
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Shared services methodology

Assess . Implement &
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Implementing shared services

Multiple
Systems

Multiple
Processes

Which processes will be performed

What are the business needs? centrally, in a SSC or outsourced?

How will the ticere be | How do system.control peeds change with What facility requirements do the
the shared services environment? new processes create?

n
>

How should the processes be
tailored to max tax benefits?

trained on the new system?

. . How should processes flow between

imi What unique technical needs does the . . . .

b dfcf, Wf m?lelze tthe ta;( shared sgrvices environment create? thebuslniess unifs andinew | Eod s o 10 8 0 00 B new
effects of our systems? - ' organization? | processes and procedures?

What applications are needed to support the | What tax functionality do
SSC, 3 party and customer requirements? | we need in our systems?

Do new processes have
adequate controls?

How will the new processes effect our tax
periods and methods?

Does the technology meet process
requirements?

What is the preferred real estate
tracking and reporting system

What is the optimal deployment and Del ive I‘Y How will we migrate from multiple to
network of locations Model one organization?

How does each facility / sourcing

Are people properly | How will the need for physical adjacencies
option impact the workforce?

trained on controls? | impact deployment and facility requirements?

What location credits &
incentives are available?

g * | desired processes? obtain due to new organization? ployees:
What are the risks in . . .
migrating to a new facility? | What are the technical pros and What should the retention and | How do organizational
_| cons of each site alternative? severance packages include? responsibilities change?

What and when should communications What technology and application needs will be

. be issued regarding the new location created due to the organizational migration? .
Multiple and its impact? Multiple
Locations LEGEND Organizations
o Strategy o Real Estate
» Process « Controls
« People » Systems
o Tax » Sourcing
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Deciding what to share

For each service being considered for sharing and/or outsourcing apply these simple filters

At Applicabiity Unlqueneass Technology Feasibllity

+ It could be « It 15 rules based « It Is not unlgus « It can have « |5 scalable

deliversd by a 2rd « It can be 1o the Council standard systems « |5 repeatable for

party with or commoditized « It does not require 1o support’ other counclls

without specialised + Therz Is imited a high level of enabla It + Thara are 2rd partles

knowlaedge Imtermal skills and strateglc Input wilth a track record
capabillity within for dalivering similar
this functlon sarvices

Long list of
potentlal
services to
conslder
for sl"lared

s Short st of
Yes sarvices to
l share andfor
outsource
u Mo

Services which remain local

* How far you are prepared to go with shared services depends on your
organization's:
— Appetite for risk
— Organizational maturity
— Strategic priorities
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Opportunities can be prioritized based on size of
opportunity, risk/complexity and time to value

Opportunities by Function

' Business Affairs
1. Re-organize facilities

2. Adjust service levels for res campus

3. Re-negotiate facilities contract

4. Re-negotiate food service revenue threshold,
right-size services and re-negotiate rates
Rationalize printing equip & cut services / re-
negotiate

Mandate sole source for print/copy
Optimization — Bid-out facilities contract
Optimization — Bid-out food service contract
Optimization — Bid-out printing contract

High

o

©CoN®

Student Life

Re-organize student life

Reduce hours at health center

Reduce advanced services at health center
Reduce hours of counseling services
Reduce avg. visits per student

Optimize revenue stream

Eliminate intramural participation in CoF
Optimization - Eliminate onsite Counseling
Services

Optimization - Eliminate Spiritual Life

Risk / Complexity

Low

NGO ALN =

©

Time to Value

(Months) .
‘ Indirect Spend

. . 1. Quick hits — Demand mgmt & Strategic
Q = Size of Savings sourcing

2. Wave 1 — Demand mgmt & Strategic
sourcing
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Functions amenable to Shared Services — e.g. Education

Capability

(Comparative)

Shared Service

Fit for Savings Potential

Direct (Services to Students)

Food Service

Instructional

Safety and Security

Oowwe

oovw

Health Services

Indirect (Services to Staff or Infrastructure)

Purchasing

Finance and Payroll

Facilities & Real Estate

Human Resources

Technology Services

Administration

o o e

Low — High

«*00000
o000
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Answers to Shared Services Quiz

1. What is the primary reason organizations adopt shared services?

a. Incr customer satisfaction
b. Improve quality

c. Reduce cost
d. Increase service innovation
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Answers to Shared Services Quiz

2. What function is most commonly delivered through a shared services
model?

@inance >

b. IT
c. Human Resources
d. Procurement
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Answers to Shared Services Quiz

3. Which process is most commonly performed by shared services
organizations?

a. Payroll

@ﬁnts Paya@
c. Internet and Web Service Delivery
d. Collections
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Answers to Shared Services Quiz

4. What is the average headcount reduction achieved during the first
year of implementing a shared services model?

a. 3%
b. 7%

d. 20%
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Answers to Shared Services Quiz

5. Of the 13 provincesl/territories in Canada, how many established or
are in the process of establishing shared services?

0O T o
- © o

>

A
—
W=
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Table discussion: Shared Services

* Please take time at your table to discuss the following questions:
— Which services or functions are the best candidates for delivery
through shared services?
— What benefits would you expect from moving to a shared services
delivery model?
— What are the most significant obstacles to implementing shared
services?
» Please take notes and appoint a spokesperson for your table
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Client example:

Leicestershire County
Council




About UK Government and Leicestershire

Central (Federal)
Gov’t: for
example

Regional Gov’t:
for example

Local Gov’t: for
example

Department of Department of Home Department of
Health Transport Office Work & Pensions

Gross expenditure of £35bn across the East Midlands region: 20% is pensions and benefits

East Midlands Regional Assembly To be disbanded
Government Office from April 2011

East Midlands Development Agency

Leicestershire County Council Facing 25%

Citizens: 670,000 funding reduction

Type of place: rural with 7 market towns from 2010-2014

Employees: 20,000 staff (including schools) with greater

Budget: £942m budgetary
freedom

Service responsibilities:

Adult social care: social care, health and well being

Children and young people: children social care and safeguarding,
education (schools for children from 4-19 yrs old)

Highways and Transportation: highways, passenger transport
Community safety: fire and rescue services, community policing

Social and economic development: libraries, museums and heritage
and culture, planning, economic development
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Leicestershire County Council: Baseline

Devolved Support Services

Children & Young Adult hiighways, Community
Corporate Resources . . Transport .
People Services Social Care Services
and Waste
Strategy Three separate corporate functions overseeing:
¢ ICT, HR and Finance
* Perceived issue of ‘centre’ versus ‘departments’
Professional Corporate finance Departmental: financial Departmental: Departmental: Departmental:
advice and Corporate HR management, people financial financial financial
project delivery _ managementand IT management, management, management,
Ente_rpnse Schools: people people people
Architecture IT budgeting/control, management management management
recruitment and and IT and IT and IT
performance and WAN
Operations and Small transactional Schools HR and Finance | Departmental Two Departmental
transactions and helpdesk Schools ICT financial departmental financial
functions transactions finance functions | transactions and
and IT support IT support

« Each major department retained its own support service function, covering:
— Advice, projects, change, operations and transactional processing
» Total headcount of over 600 staff with HR, Finance and ICT responsibilities: £30m annual budget
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Leicestershire County Council: Phase 1

Consolidated Support Services

Highways,
Transport &
Waste

Children & Young Adult

Community Corporate

People Services Social Care Services Resources

Strategy Three separate corporate functions overseeing:
¢ ICT, HR and Finance
» Perceived issue of ‘centre’ versus ‘departments’

Business partners Finance business Finance business Finance business partner

partner partner HR business partner
HR business partner HR business partner

Professional advice » Corporate Finance: management accounting, financial accounting, reporting, etc.
and project delivery | « Corporate HR

Corporate IT

Operations and » Finance transactions: three core transactional teams
transactions + HR: two core transactional teams
 |ICT: two core transactional teams (schools and non-schools)

« Each support function is managed by single ‘professions’ with numerous process variances aligned to
specific departments: numerous systems, spreadsheets and databases

« Achievement of management / restructuring savings of ¢ £1m (3%)

« On-going problems regarding management information, process compliance, operational productivity:
majority of expenditure / effort focused on transactional processing
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Leicestershire County Council: Phase 2

Shared Service Transformation

 Strategic planning is managed corporately and integrated
Strategic commissioning and across HR, Finance and ICT
change management » Corporate business partners support Departmental
management teams

+ Creation of single function to manage transformation /
change programmes, incorporating all major professional
competencies

» Specialist advisory / case mgt teams exist for specific
issues: e.g., risk management/ internal audit, performance
management, forecasting and control

Centres of Expertise

Shared » Focus on self-service and self-help by managers and staff
. to initiate / manage transactions
rvi
Sce tce » Single helpdesk (across IT, Finance and HR)
S * Process automation / optimisation
» Effective business intelligence and process control
underpinned by Oracle eBusiness Suite

» Headcount reduced by nearly 40% to 370 FTEs

» Recurrent budget reduced by 20% (£6m) to £24m with greater focus on investment and support to
the rest of the organisation to support transformation and change, rather than high cost business as
usual operations

» Internal customer satisfaction has increased (particularly for HR)
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Leicestershire County Council: What's next

East Midlands Shared Services

48

L eicestershire was awarded “Council of the Year 2009”

They believe they have gone as far as they can internally (regarding HR,
Finance and IT)

The Council is now implementing a wider shared service with Nottingham City
Council (approximately the 80% the size of Leicestershire County Council)

This model will cover ‘transactional’ services only
The business case involves:

— Providing Nottingham with Oracle e-Business Suite for £2.3m (against a
typical one-off cost of £10m)

— Saving the authorities £2.3m per annum for transactional finance and
HR/payroll processing costs

— Sharing the cost of change
— Building on Leicestershire’s existing operating model

Regarding IT, the Council is moving towards a ‘virtualised’ cloud-based delivery
model
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Conclusions

49

Redesign the service to reduce cost and improve outcomes

Provide the leadership, commitment and confidence to get through
the process

A shared service model must fit with your organization’s target
operating model

Design the service around the service user and planned outcome

You may want to consider a ‘single service’ rather than creating a new
‘'shared service’ if someone already has a workable solution

Avoid creating a division in the way a service works (i.e., the shared
part versus the retained part)

Ensure that payment and performance mechanisms encourage
positive, mutually beneficial behaviours
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Client example:

State of Minnesota




State of Minnesota: Drive to Excellence

51

The State of Minnesota has over 5 million people and 200,000 civil
servants, 65,000 serving at the State level

Minnesota has a budget of approximately $35 Billion and faced a deficit
of $4.5 Billion with a commitment to balance the budget with no tax
increases

In 2004, the State of Minnesota began a journey to transform itself from
an agency-centric model to a balanced enterprise framework in order to
address its debt and deficit

The program was called “Drive to Excellence”
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Project background - Drive to Excellence

 Economic constraints

» Historical lack of enterprise-wide

planning

* Workforce transition issues
 Constituent expectations

4 Goals

* Provide modern, comprehensive
and user-friendly access to state
services (one-stop shop)

» Ensure a more secure operating
environment to safeguard
information and citizen privacy

Facilitate statewide high-speed
communications access for
business development and
educational opportunities

Decrease the administrative cost of
government while increasing the
quality and efficiency of public
services

» Create more “one-stop shop”
opportunities for easy access to
government services for our citizens
and business customers
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Approach

* Collect currently available baseline
information

» Assess existing business
environment

* Prepare proposed functional and
process alternatives

» Develop initial implementation plans

* Recommend transformation plans
based on expected costs and
benefits

* Commitment to mission
* Focus on customers

» Simplify government

* Manage for results

* Improvement by

innovation

[

» Reduce the cost of delivering
government administrative services

Results

* Increase the productivity of staff

* Increase the electronic delivery of
government administrative services

» Improve the statewide availability of
broadband communications

* Transition workforce resources and
increase employee technical skills
to improve customer service and
reduce the replacement rate of
retiring workers

.

J
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Transformation to an Enterprise Framework

* The balanced model includes three levels of functions:

— Agency specific functions: unique “front-line” services and programs for
citizens that are delivered by each agency based on their mission and
purpose

— Shared functions: functions that can be grouped together to promote
effective delivery of front-line services

— Utility functions: infrastructure that, if performed by one dedicated team,
allows agencies to focus on their core business

Balanced Enterprise
Framework

Agency Silos
' Agencjy. Agency Layer
Specific

Functions

Commissioner Commissioner Commissioner

Agency
Specific
Functions

Agency
Specific
Functions

Enterprise Layer

Agency
Specific
Functions

Shared

Transformation :
Functions

~ Procurement
Firarice
Info. Tech.
Hurnzan Res.

Procurement
Firiarice
Info. Tech.
Hurman Res.

Procurement
Finance

Utility Infrasfructure Layer

Info. Tech.
Huran Res.

Functions
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The project launched initiatives through three stages

» Ready: data gathering — surveys, interviews and idea generation to identify

areas for improvement

» Set: research into the ideas and data to identify valid opportunities for
improvement. The opportunities were organized into broad categories.

» Go: sequencing the business cases, identifying interdependencies, and
developing governance, policy, and structural recommendations.

I 1
Ready : Set :
Employee idea input and experience and expertise with state functions and technology
Technology Asset Scan E E
[ Data Requests !
Agency Executive Interviews I i
= = Business Case 5
Functional and i Development !
Technical Surveys | ' i
L 4 ¥ i l .

Core project team consisted of over 200 state staff and Department Commissioners and
Deloitte Consulting personnel teamed together to assess and analyze opportunities, then plan
and recommend a vision in the form of a Transformation Roadmap

t SN, T T . T

Deloitte Consulting project management and focus on timely, actionable results

Deloitte Consulting experience, tools and methods from

similar public sector and corporate transformational efforts
i HI H

Deloitte Consulting research and knowledge of leading practices
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Go

Constituent Value

Improved
Quality

Innovation
in Service
Delivery

Reduced
Cost
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Eight broad categories were organized into two waves for
implementation

Wave One

Wave Two

Sourcing/Procurement
— Use buying power to create cost savings
Information Technology

— Promote shared systems, architecture and
tools

Licensing, Regulation and Compliance

— Improve convenience, accessibility and
consistency

Customer Service Innovation

— Consistent processes and web-based
services

Grant Management
— Adopt enterprise model
Real Property

— Create shared services structure using a
property management system

* Human Capital Management

— Create shared services for transactional
support

— Create centres of excellence to provide
specialized HR functions

» Enterprise Planning and Budgeting

— Create shared services for transactional
support

— Adopt enterprise-wide financial system
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Project Results — Initiatives

Drive t0 Excellence

Analysis,
Planning, Design

Implementation
of Project

Fully-stabilized
annual savings

Fiscal Year

2005 2006 2007 2008 2009 2010 2011

Drive to Excellence Program
Management

Key Milestones
WAVE 1

m Enterprise Sourcing

m Enterprise Information
Technology Transformation - IT

m Enterprise Licensing, Regulation,
Compliance

m Enterprise Customer Service
Innovation

m Enterprise Grant Management

m Enterprise Real Property

WAVE 2

® Enterprise Human Capital
Management - Shared Services

Transformation and Enterprise Cost Reduction

m Enterprise Customer Service
Innovation

\ m Enterprise Planning and Budgeting

Change Management, Funding & Procurement,
Reporting, Benefit Realization, Legislative & Policy, SME’s

A IT Agency created

DTE MO Service Minnesota L
established A initiated A o initiateq

Governance/Process, Procurement System, Category
* Management

Software Licensing, Shared Applications Development, Utility/Shared Services|
Data Center Consolidation, Telecom Network, Electronic Forms Acceleration,
other!portunities such as: email, contractor spend, demand management

The Drive to One Stop Shop, Transform 3rd Party Examinations, Single
Source State Building Construction Regulation

»*
| | | | |

Uniform Business Identifier, Enterprise Web Portal, Provide
* Internet Payments

Governance & Process Improvement,

* Management Tools
| I I

Strategic Real Property Planning and Development
* Portfolio Management

Phase I: Transactional Service
Center
Phase II: Center# Excellence

Consolidated Contact Centers

Kiosks
ok

Finance Shared Services, Minnesota
Accounting id Procurement System (MAPS
]
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Drive to Excellence: Results
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The budget was balanced with no new taxes — hiring freezes and cuts, use of
special revenue and rainy day funds along with payment timing shifts

Normally one time savings were made permanent via process, organizational
and technology changes

An additional net of $350 Million was saved and the initiative continues today as
a continuous improvement program.

Key areas of focus for reform include:
— IT consolidation and shared services
— Enterprise-based reorganization

— e-licensing/government

— Strategic sourcing, real property management, grant management, budget
and finance systems and processes

— Business process design/lean

A next wave that includes looking at the relationship between state and local
government and the number of government units is now beginning
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Concluding remarks




Avoid the ‘Overconfidence Trap’

59

Cost savings benefits are normally overstated;
implementation costs dramatically understated

A raw set of initiatives will typically contain up to 25
percent double counting/errors

At least 30 percent more in savings than actually
needed should be identified to achieve overall target
savings

If you count planned benefits by anything other than run
rate savings, you risk miscounting one-time
windfalls as structural cost reduction

Benefits will not be achieved unless driven through as
a key part of the executive/leadership

FMI - Working Session
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Task at hand

« Addressing the fiscal gap is a difficult task, for a variety of reasons

— People have become dependent on many government programs and
expenditures

— Some changes require tough political decisions when there appear to
be winners and losers

— Competing interests exist across voters, unions, politicians...
« Stakeholder groups will resist changes
— Temptation often exists to hide bad news behind positive scenarios
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Approaches to navigating the political landscape

Seek agreement on the problem: share information, work across party
lines

|dea generation: be creative, think outside the box

Engage alternate disciplines and approaches: bring fresh perspective

Engage the public: communicate, involve

Allow the hard choices to be made jointly

Show that it is not all pain: highlight the positives that will result

Think about how you can help your organization navigate through
tumultuous times
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Appendix: Additional
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County Council




Strategy & Centres of Expertise: Scope

Finance HR ICT
Centres of  Technical accounting + Organisation development * Project portfolio control /
Expertise * VAT * Employee and union relations assurance
* Internal audit and risk * Training and development * Programme and project
management * Performance management management
* Insurance » Workforce planning  Solution development
* Treasury and investments + Case management + Service transition
* Projects (specialised finance) * Projects: » Security
+ Cost analysis and project — Org redesign
support: - TUPE
— Unit costing — Redundancy and
— Priority based budgeting redeployment
» Forecasting and budget planning + Etc.
Business * Decision support * Decision support * Business relationship
Partnering » Budget challenge / critical friend  + Change management advice management
 Financial planning support » Workforce planning guidance * IT planning support
« Commissioning ‘intervention’ » Commissioning project support  + Customer relationship
support management

* SLA management

Strategy Medium Term Financial Plan: People Strategy: ICT Strategy:
 Capital programme « Strategic workforce plan * |IT Innovation
* Revenue planning * Performance frameworks * Demand Management
+ Cost reduction strategy + Employment engagement  Enterprise Architecture
* Etc. strategy * Etc.
* Etc.
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Shared Service Centre: Scope

Finance HR ICT
Shared Service  Accounts payable * Absence management  Service request
Centre * Invoice scanning and processing ¢ Change control management
transactional » Supplier payment * Core HR * Availability management
processes Accounts receivable * Employment checks » Security management
» Receipt of requests and raise * Expenses * Service continuity
sales invoices » Health and safety management
* Issuing of dunning letters administration * Access management
* Receipt of payments * Leavers » User administration
General accounting (G/L) * Management information * |T asset management
* Processing of GL journals * New starter  Application support /
* Management of accounting » Overpayments small change
calendar » Pay claims / payroll management
» Posting of interfaces * Recruitment and advertising * Training
» Reconciliation of sub-ledgers and « Reward and recognition * Hardware installation,
bank account  Salary sacrifice management and
Fixed assets * Temporary placements change
» Addition/disposal/depreciation of < Third party claims
assets * Temporary placements register
* Revaluation and maintenance of < Training administration
asset book

Procurement or credit card
administration
Pensions administration

Customer « Self-service, MI, on-line guidance < Self-service, Ml, on-line * Incident management
service and advice guidance and advice * Request fulfilment

* Manager and employee support * Manager and employee support

» Supplier support » Supplier support
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Shared Service Centre: Scope (continued)

Finance HR ICT
Reporting * Trial balance production + Sickness absence  Service Level Management
» Generation of financial and » Agency staff use  Service Reporting
management a/c reports * Attrition rates / Overtime /
 Standard reports expenses
Data « Master data admin, including « Master data admin, including * All covered under
management users and access users and access transactional processes
» Administration of chart of » Pay elements / roles /
accounts positions
* Procurement category code » Organisation design /
mapping hierarchy
» Supplier and customer listing * Etc.
and account management
Continuous * Business analysis, process * Business analysis, process * Problem management
improvement improvement, application improvement, application » Capacity management
development, etc. development, etc.
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