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Evolutionary stages of shared services

Once a company standardises and reengineers its processes, its next steps are limited only by the

company’s creativity and culture

1970s

Decentralization

1980s

Centralized Services

Labour intensive, paper -

based processing
HR, Finance

1990s

Centralized Services

Automation of
transactions
Finance, HR, IT

2000s

Shared Services

Self-service processing
Lower cost locations

Outsourcing
Finance, HR, IT,

“Lights-out SSC”
High degree of
automation with a
few exceptions still
requiring human
intervention

Purchasing
Basic Marketplace Advanced Independent
Marketplace Business

Objective

Reduce costs, standardize
processes

Reduce costs, improve quality

Provide a choice of most
effective supplier

Generate revenue and
profits

N\
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Professional service NO o . & QO OQ YES Y ~Qo) bo YES N @.;&59
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Charging for NO QO {\0 @ ~<\/(U NO QO \'Q\Q’ ,AQ’ Q‘O Market-base(ﬁ)roﬁp Q .'o;k/larket-base profit
services? QO Q‘Zr‘(# ,§) S ):\\O returned ,o&\@}{S&i”ed
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Services mandated YES ‘§ YES O &Qz BU choose service (§ Competitive conditions

0’)\ provider

BU, department

BU, department

BU, department

Separate entity

3
© 2005 FIFA TM

Source: “Shared Services: Mining for Corporate Gold”, Barbara Quinn, Robert Cooke, and Andrew Kris
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Business case for a new HR operating model (Shared
services)

Processes are designed to maximize efficiency in managing employee service requests and encourage
high-level contribution from HR professionals ....

CEO shopping list... HR Business Plan... HR Operational Plan..
« Improving workforce efficiency Supporting Empl_o;_/ee P_rocesses Cost Savmg throuQ h
and Productivity Cost Reductions through ‘ Employee Administration automation and self-service
; - L « Benefits Management u | Vi
*Best in the class HR processes increased Efficiency and y -
) o « Payroll Administration
delivered at the lowest cost Productivity ) )
« Planning Workforce needs and Supporting the Business fmizi
; — : - Talent Management Maximizing Human
measuring performance —— | Enable Growth, Innovation and — « Performance Management .
« Finding the right talent now and Competitive Advantage — g — Capital Investment
- « Employee Development
building talent for tomorrow .
Lo . . : « Compensation Management
« Aligning people to business Increase Customer Satisfaction Subporting Executives .
strategies A e workforce Improved Insight for
« Educating and developing talent Enable Global Operations 9

needs Strategic Planning

to meet customer needs . .
« Measuring workforce strategies

+ ...the work of David Ulrich and others has defined Structure focused on higher value-add .....
the roles that HR must adopt to be cost effective ...
lower cost, higher quality and strategic fou HR business strategy
contribution.... — P & policy
HR
HR Specialist Decision support

BU Business

& business needs

* Partners specific to BU

Shift to Shared
Services

\/+ Specialist Services Specialized services
shared across the
organization

Aftract  Develop Deploy Align Retain ‘

-+ Administrative Services Transacfcional
HR Administrator/ processing

OrgMgmt Payroll Time Mgmt Benefits Administration|

Self-Service -
Retained HR function + Outsourced capability

\/ Shared Services capability + Devolved HR function

Source: SAP AG, SAPPHIRE ‘05 Copenhagen/ERP/David Ludlow \\
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Positioning of HR shared services

The structure of Shared Services within an organization can influence the costs
strategic alignment of the function ....

Housing Shared Services within a larger Shared Services function ..... \/

Global Business

| J

[ Finance ] [ IT infrastructure ] [Human Resources]

Free-standing HR Shared Services .....

[ VP HR Shared ]
Servlices

[ Staffing } [ Learning } [ Benefits }

Outsource HR Shared Services .....

Content -Specific Vendors

-

Company Employves SuperVendor

\/
\/
\/
\/

, service quality and

May realize greater cost
effectiveness

Support a more Customer
and market orientated work
style

Enables direct alignment
with the strategic HR function

Ability to drive organizational
change through Shared
Services

Outsource lower-level HR
services

Remaining HR staff support
HR strategy



Shared Sevices: Holistic approach to determining the Scope, Scale

and Structure

Adopt a Balance Scorecard approach. Aligning the four domains leads to successful implementation

* What are the main objectives for
shared services?

*« Who are our customers and how do
they see us?

* What services do we need to deliver to
them?

* How do we manage the relationship
between our customers and us?

* Is the organization at-large ready for
change?

* What processes do you need to
deliver your services?

* How will they be Integrated with the
business?

* What process do you need to manage
your centre?

* What about performance
metrics?

* What technology will be used?

* What are the regulatory implications?

* Have SAOX been considered?

ir F

Objectives & Planning

We listen,
we anticipate, |
we cando &

*How do we look to

6ur management?

»

“.... Domain;’

., »

L
* .

It is*Sur job, to get it
> right,

We wopk hardg
create value at every,
opportunit

Organizational
Domain *.

.
‘e

Operational”
< Domsin

Delivery & Performance

i Source: Robert S. Kaplan and David P. Norton, 1994

.-:-----GUS'EOFF]-@#’-;’-.----- .......M@nagement.....: .

* How critical are the economics of
moving to a SS?

* How can you best ensure executive
alignment?

* Who is the “Champion” of this effort?

* Is there a “Guiding Coalition”?

* Is off-shoring in play?

* How does outsourcing impact SS?

* What is the service costing / charging
model?

* Where should we be located?

* What roles and skills do we need?

* How do we attract, keep and motivate
staff?

» How will the structure be organized?

* What migration strategy will be used
(geographic, functional, etc)?
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Structure

Staff

Technology

Users

Telkom HR yourney to shared services

Strategy 1996 1998 2001 2002 2003 2006 2007 +
HR Structure: Devolved Right sizing: Right sizing: HR
moving structure: HR | HR offices in One HR Dept. Centralized
towards Dept. per BU, | Areas abolished per Region
central office Region &
Areain
Region
HR Staff 1500 HR 210
being used employees employees
more
effectively . . . . . . . . . . -
HR SAP HR Upgrade to Upgrade to Upgrade to Upgradeto | Upgradeto
technology: version 2.2 version 3.1 version 4.6 version 4.6 C | version 4.7 Portal EP7
moving implemented | centralized Implement Implement (ERP) Planning
towards a Focus on capturing of high | Managers Employee Implement | Upgrade to
business tool | payroll volume Self-Service Self-Service | SAP Portal P9
for employees | activities i ERPO &
transactions 2004S
(Time NetWeaver
management) Components
HR 800 HR payroll 25 500 o
technology administrators Telkom
users users
increasing " = " " " = " " = LR 2
AR A



Workforce Management
processes such as: Employee
Administration, Organizational

The Telkom HR service delivery model

Talent Management process such

a: Recruiting, Learning,
Performance Management ,
Compensation Management

i

&
\\‘_ -

Employee

N\

[T1]
[T2]

Management, Benefits
Management, Time Management

Manager

el

3

External

fu

Access
channel

Service and
content

Self-Service
HR Direct (ESS, MSS, WEB)

Call Centre

Tr ction Processing( Payroll

e —

Talent Organizational| | Performance
Management Effectiveness | | Management
e —
W Employee Employee
& Reward Relations Wellness

Corporate HR

Support Services

Technology Support, Vendor Management

Sources: SAP AG, SAPPHIRE ‘05 Copenhagen/ERP/David Ludlow and “Delivering Value, Creating an
HR Shared Services Centre”, Orion Partners, 2007

Receiver

Execution of
most cost
effective service
delivery

Conversion of
HR strategies to
content specific
HR processes

Development of
HR business
strategy

WYWithin an
ERP
foundation
and

supported
by SAP
NetWeaver
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How is service delivery configured within the Telkom HR
shared services function?

Event Update
Access Service and .
Requestor — Receiver
channel content
Retrieval

Discover the
difference
between 100

< o Employee 100% Means of Resolution

Q v 120) Q customers a day
NP L Human and 100
N & A resources
&\Ql AN ) customers a
Administfativ expert minute
services .
~— . By opening your
2 tedi Service doors your
Manager eqic il h
B center customers wi ave
XQ access to your

products 24 hours,
seven days a week

80% of day spend on
productivity tools & devices

Analytics Manager
el
Information
External
3 ‘.\\AQJ (}
NS
A IR Plo| &9
vV AN O o
. Q
& & S N
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< %) g

Source: SAP AG, SAPPHIRE ‘05 Copenhagen/ERP/David Ludlow



What technology is employed in the HR shared services
centre?

Technology offerings is a primary driver behind the growth of shared
services

» Self- service Technology

=  Web-based portal to conduct transactions (and workflow tools to automate core administration)

= QOrganizational intranets and knowledge management tools to provide rapid access to data,
policies, procedures

® Interactive Voice Response (IVR)

» Service Centre Technology
= Case Management Database
= Call Tracking Database

=  Document imaging systems and electronic document management
"  eForms

Technology for technology’s sake

« Systems typically accounts for 70-80% of the total cost of a transformation project

« Organizations implementing large scale ERP solutions only successfully deploy less than
25% of the technology’s available functions

» Success is defined in terms of testing, data conversions instead of the delivery of benefits

&) 4
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The HR service delivery is self-service centred

Employees access the SAP portal and depending on their roles have access to various e-functionalities

<,/

12 SRM SAP Inbox

=T |

Telkom Board approves final allocation of Conditional Share Links

Plan for 2007

On 4 September 2007 the Board approved the fourth and

final alocation of the Telkom Conditional Share Plan (TSCP), i
elp

with effect from 8 June 2007 .

360 degree measurement to be opened

Az owwas communicated earlier this yvear, the 380 degree
measurement was opened from 15 September to 2
Movember .

Enhanced substitution functionality for the SAP Inbox

Az part of Telkom's continuows drive to improve system
products and functionalities, the Informstion Systems
Cevelopment (1500 team enhanced the current SAP Inkbox
waorkflow substitution process.

SAP System Broadcast

ESS

SAP IT Broadcast

cerificates for
he tax year
Q0BIT are now
availahle

l"_ ]
= “LUE Telkom SAP IT Broadcasts
will he made
available here when

posted.

Flease note that, as
from 22 September
2007, the fallowing
fnrmnat will annly tn

N

Help | Personalize | Log Off

Birthday Calendar.

Message Archive.

SAP R/3 Access Form
Cuick Reference Guides
SAP Call Centre,

e-mail 5AF 3,

080 020 2047,

SAP Calendar Events

4 days on
» 2007-10-12.
o 7

-

SAP Monthly
Release

More >=




Metrics for HR shared service functions

Metrics for Shared Services functions provide insight into function efficiency and effectiveness .......

HR Shared Services metrics by category .....

Financial

Procedural

Customer Feedback

* Costs per full-time employee

* Costs broken down by offering and utilization
of offering

» Shared Services costs growth relative to
company growth and/or expenditures

* Backlog
* |ssue resolution cycle time

 Metrics for specific tasks (e.g. time-to-fill
vacancies)

* Six Sigma

e Turnaround time

« User’s time on hold

« Utilization rates per phone, fax, e-mail or Web

« Periodic surveys of internal customer
population

* Reviews of past calls for customer service
quality

* Surveys targeting specific user groups

e Customer complaints

— HR Management Metrics
HR expense per full-time employee

Employee-to-HR staff ratio

— Service Centre Contact Metrics
Phone: Answer Time (80% within 20 sec)
Phone: Talk Time

Phone: Abandon Rate (0%)

E-mail: Time to acknowledge (Automated)

Fax: Time to Acknowledge (5 min to 4 hours)

E-Mail/Fax: Time to Respond (4 to 48 hours

. . ) ‘e
Source: “HR Shared Services: Determining the Scope, Scale and Structure”, Corporate Executive Board, 2006 o’

— Contact Centre Satisfaction Metrics

Internal Customer Satisfaction Survey

— Customer Service Quality Metrics
Payroll Overpayments

Payroll Run errors

Customer View Metrics
Delivery survey (Past calls/fax/mail)

Listening Observations



Issues In shared services management

Don’t fool yourself that everybody will welcome change with open arms ...

« There will be a very natural business resistance — even if current service
IS patchy

» Loss of face-to-face and more remote relationship with business

« Substantial start-up costs for facility and technology

* Loss of jobs due to consolidation

* Personal computers (Initially 9000 employees did not have a PC)

» Password resets (500 resets per day — admin burden)

» System performance (6000 concurrent users)

 Unapproved workflows

» Career paths for shared services staff

« Skills requirements (Shared services staff require additional customer
service skills)

&
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Key lessons learned

In our experience the following factors make a difference between success or
failures in transformation

« HR and Business must design the shared services model together so that
both know exactly what the service delivery expectations are and how the
new model will change and improve current operations.

« Put the anticipated “improved service” and “one voice” approach to
business communications around the goals and achievements — however
be cautious of “overselling” which could lead to disappointment if not met

 Sometimes, for the sake of change and progress, some unilateral
designing is the answer

e “e”is not always the answer.
* Focus on success stories as told by business and not only HR
* Quick wins sell projects!

» Difficult to get employees to perform transactional activities themselves if
HR staff are still there to do it for them

&) &
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Sustaining the value of shared services

Initially we simply put processes and peoplein a Since then we have re-engineered the centralized
central hub (Centralization — Basic Model).... environment to function in a more competitive and

business-like way (Shared Services — Marketplace

Model) ....

® The focus was to reduce costs and to keep quality
standards whilst we re-engineered processes, implemented self-service

®* The main objectives is still cost reduction but with a higher level

of service quality and an improved internal service delivery
and so on

. . . . relationship
» The centralized environment provided service solely

to internal BU’'s — services are mandatory and not under pressure to be

» Higher degree of automation

o » The Shared Services Centre also broadened its processes’
efficient scope to offer professional and advisory services beyond pure

transactional processing

» The Shared Service Centre may also provide its services
externally to Telkom Subsidiaries, but only with surplus capacity

What improvement path are you on

Value ﬂ Valued Asset

Basics Strategies and behaviours that built |]|]|::>
commercial competence

Simplification

Consolidation \/
Standardization Non-Valued Asset
Service Orientation

Operating like staff function
Performance Management

» Time

—>

2 i Source: Bob Cecil and Dan Henderson, JP Morgan Chase, EDS, AlliedSignal/Honeywell

Commercial Competencies
Innovation

Service Delivery Flexibility
Risk

External Impact

Scope and scale

Economic impact

Competitive position



Some food for thought

34 GROW JB INTEGRATING
TOMOBRROW'S o
LEADERS TDDAY

& 0y
'*Eif I Source: “Jump Before You pushed”, Dr Graeme Cardington, HR Future 03.2007 Edition

Jim Collins’ 2001 bestseller Good
to Great explains how most
companies never become great
because they are already good.

They have become prisoners of
their past — not feeling any need to
push boundaries, innovate, prepare
for the unexpected, stretch
themselves or make the necessary
changes to ensure sustainable
success.

In the 21st century, this is arecipe
for disaster






