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SAP REVITALISATION
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Introduction

1. The SAP Revitalisation Programme was established following two consultancy reviews delivered to the Authority during 2004.  RSM Robson Rhodes concluded a report on financial management and control within the Authority.  This report highlighted where the Authority fell short of best practice financial management and control standards and recommended actions to attain this level of control.  The second report, a review by IBM Consultancy Services, confirmed SAP as a sound choice as a resource management system for Oxfordshire County Council.  This review confirmed however that the existing implementation of SAP fell short of expectations.  In its then current state SAP would not be able to support organisational change and development and would not be able to underpin effectively the actions to gain financial control recommended in the RSM Robson Rhodes report.

2. In September 2004 the Executive approved proposals for a two phase programme to address shortcomings in the Authority’s implementation of SAP and to enable effective exploitation of the investment made.  The Executive agreed a virement of £1m in 2004/05 for Phase One of the Project; Council on 15 February agreed funding of £2m for each of the three financial years 2005/06 to 2007/08 to undertake Phase Two.  LogicaCMG, having solid SAP and Business credentials, were appointed as the Business Partner to work with an internal team to manage and develop the project

3. A progress report was presented to the Executive on 15 March 2005.  The report recorded the progress made up to that point in the project on planned financial systems rectification.  It noted the expected timescales to define and report on an overall programme of work and made recommendations in relation to maintaining progress on finance related work, initiating some elements of procurement work and commencing work to improve the support of SAP within the organisation.  Interim expenditure of £480,000 from the £2m for 2005/6 and the expenditure of carry forward budget to support this activity was approved.

4. Three key objectives underpin the work of the SAP Revitalisation Programme:

· To establish sound processes, consistently applied across the County Council, in a manner that is sufficiently robust to support future reorganisation;

· To enable high quality management information on which to make management decisions;

· To establish the ability to lower operating costs.

5. This report is intended to:

· record the further progress made to date;

· identify and recommend a programme of work, to maintain project momentum, achieve identified benefits and provide foundations for future business change; and

· identify the resources required to continue with the programme of work.

Progress to date

6. The SAP Revitalisation Programme has focused on the work required to make SAP a coherent, consistent and reliable financial system for the Authority.  This is in line with the requirements of the Financial Management Implementation Plan.  Two objectives underpin this work, to ensure financial control and to ensure timely, accurate and auditable financial reporting and forecasting in support of the management of the service.

7. In the Finance area the following have now been delivered by the SAP Revitalisation Project: 

· A revised and significantly reduced chart of accounts, with some 330 fewer non pay general ledger codes used.  This is applied in a consistent manner across all Directorates. Further simplification and rationalisation of coding will be achieved progressively through operational business-as-usual activities and through the implementation of procurement on SAP.  There is further scope to significantly reduce employee related codes as part of the work in the HR area.

· An agreed and centralised process for the authorisation and management of additions and changes to the Code structure and the standard application of agreed changes across all Directorates.  

· Remodelled cost and profit centre hierarchies have been defined and implemented with a consistent and standard structure across Directorates.  This is aligned to and reflects the management structure of the organisation and will enable improved budget monitoring and reporting.

· An agreed, documented and mapped standard budget setting process.

· A common process for the production of budget monitoring reports and associated period end processes.  

· An initial training programme to support the changes being made and address remedial requirements to improve overall competency and understanding in SAP.

· A review of all systems that could potentially interface with SAP, with prioritised recommendations on the work to be undertaken on each to ensure the auditable and consistent collation of financial information.  This may include transfer of the financial functions into SAP.  This is based on the principle that SAP is the master source of financial information for the Authority and is to be the sole source of accurate reporting.  Work has commenced on implementing the first two interfaces.

8. In addition to financial systems rectification the original intention of the SAP Revitalisation Programme was to deliver business cases in each of five other workstreams; Procurement, HR, Schools, SAP Support and Shared Services, in each case making recommendations as to the most effective and efficient way to exploit the existing investment that has been made in SAP and to plan further finance work required.

9. As the programme has progressed the need has become clear to refine and focus what is to be done and to establish a realistic timetable over when it can be achieved in order to maximise the chances of success.  The scope of the identified work is potentially too large for the Authority to embrace at one time without severely affecting existing service delivery.  There is also insufficient budget allocation to achieve all potential recommendations.   Crucially, it is obvious that some of the work identified, specifically in relation to Shared Services, relates to a more significant organisational change that is beyond the remit of the SAP Programme to manage itself.   For each workstream therefore, proposals are recommended in the light of the understanding gained from the work undertaken.

10. In May the SAP programme was subject to a Gateway Review exercise undertaken by the 4Ps.1  This was a positive process.  The resulting report supports and has informed the refinement and focusing of the SAP Programme.  It made particular recommendations in respect of recognising the difference between the strategic organisational change initiatives (as characterised by Shared Services) and organisational efficiency initiatives (Finance, Procurement).  The report also made recommendations in relation to re-focusing the governance of the SAP Programme to enable the delivery of the emergent workplans.  Detailed proposals are being developed and will be considered at the next SAP Programme Board.

11. Short ‘vision’ statements for the Finance, Procurement, HR, and SAP Support workstreams are included as annexes to this report.  These inform the proposals and the work to be undertaken. 

Proposed workplan – Shared Services

12. A Business Case has been developed that indicates the potential for significant service and efficiency benefits that can accrue to the authority through the adoption of Shared Services.  In order to achieve these the majority of transactional activity, together with the dedicated staff resources would transfer to the Centre, for HR (including Payroll), Finance and Procurement.

13. The Business Case projects indicative savings to the organisation through the adoption of Shared services of an estimated £0.9m in 2007/8 and £2.9m per annum thereafter.  The projections are based on manpower and activity estimates as detailed information and data is not available.  Shared Services could be adopted without SAP.  However, SAP is the foundation that brings the potential to deliver a greater range of benefits.

14. The adoption of Shared Services has the potential to represent a step change in the efficiency and effectiveness in the way in which the County Council conducts its business, including; a reduction of the administrative burden on front line staff, more responsive and speedy support for internal and external service users, shared knowledge and expertise within a co-located service centre, improved operational control through consistently applied processes with reduced reliance on individuals and overcoming narrowness of vision and ‘silo’ approaches which exist in parts of the Council.

15. Work on Shared Services has to date been governed and managed from within the SAP Revitalisation Programme, it is appropriate therefore to bring forward current proposals as part of this work.  The possible adoption of Shared Services is, however, a strategic decision for the County Council, beyond the remit of the SAP Programme.  It would be a significant change and investment programme for the Authority it is essential that arrangements and a programme to manage the change be well founded.  Project management and governance arrangements for shared services would transition into separately established arrangements as part of strategic organisational change arrangements.

16. It is assessed therefore, that to validate existing data, refine the strategy, undertake implementation planning, design and establish a Governance Model, develop outline Service Level Agreements, prepare comprehensive costed plans, undertake initial transition planning and present the full proposal to Cabinet will cost £205,000 in 2005/6. 

17. If the principle of undertaking the next stage of work for Shared Services is agreed in principle then that decision will inform the detailed work in all other agreed workstreams.

Proposed workplan - Finance

18. The proposals brought forward in this report reflect the need to maintain progress in a sensible and balanced way, against a set of core criteria, but which will allow transition into other organisational arrangements at the appropriate juncture.  The core criteria are:

· Sound processes consistently applied across the County Council, in a manner that is sufficiently robust to support future reorganisation;

· High quality management information on which to make management decisions;

· Ability to lower operating costs.

19. In addition to the work outlined above, the following finance related activities will be completed during this financial year:

· The improvement of profiled budgets.  All budgets have been profiled equally over 12 months from 1 April.  A range of more specific profiles will be developed and implemented during the financial year.   

· Improved reporting and forecasting.  Standard budget monitoring reports have been designed to incorporate profiled budgets.  Further work on the development of budget monitoring and forecasting is being carried out with representative cost centre managers from each directorate.  The reports and procedures developed will be rolled out to all cost centre managers.  

· The implementation of a corporate Grants Management solution which will give greater clarity and control over the grants process in all directorates and will improve cash flow forecasting.

· Greater use of internal orders for the analysis of costs and financial management of projects.  This will enable a reduction in the number of cost centres and provide better financial analysis.

· The implementation of Personnel Cost Planning in conjunction with HR. This will be used for salary forecasting, modelling and forward planning.

· Improved period end procedures including allocation of recharges and the development of accruals based accounting.      

· The development of Statistical Key Figures (measuring input cost related items, capturing units of output by service area and calculating, planning and tracking key performance indicators).

· Improved analysis, reporting and management of the Capital Programme. 

· Development and delivery of a training programme to ensure that users are aware of, and can use, new functionality and processes.

· Contribute to the development and delivery of training to Cost Centre Managers as part of the Financial Management Implementation Plan

20. The anticipated cost of completing the finance work in 2005/6 is £313,000.  Of this £81,000 was agreed at the Executive meeting in March, leaving an allocation of £232,000 required in the current financial year.  There are no current plans for future years, although the improved utilisation of commitment accounting will be enabled through the Procurement Workstream.

Proposed workplan – Procurement

21. In line with recommendations to the Executive in March 2005, work has commenced on correcting and rationalising base procurement data within the existing SAP system and on introducing limited extension of existing functionality into defined areas of procurement where this brings immediate benefit in terms of increased purchasing control, standardisation and visibility of financial information.  

22. Existing SAP Procurement functionality is not, however, suitable for widespread deployment within the organisation.  It is complex and time consuming for use by other than frequent specialist users.  This has constrained severely the adoption of SAP procurement within the Authority.  In order to enable a consistent approach to procurement in the organisation through the use of SAP it is necessary to introduce an e-procurement system to front SAP.  Following investigation of the options available, the most effective and risk free approach is to adopt SAP SRM e-procurement system.  It is planned that e-procurement will be fully operational by September 2006, capturing all expenditure in the system at that point.  The progressive use of requisitioning will extend throughout the Authority over the subsequent twelve month period. 

23. In addition the interface element in the Finance workstream will address the capturing of procurement information legitimately generated from service based systems.  

24. Through progressive introduction of e-procurement systems and processes across the Authority and integration of other procurement we will achieve:

· Consistently applied procurement processes able to transfer into any future organisational operating environment

· Improved compliance with procurement policy 

· Effective and consistent commitment accounting

· Robust information on which to prosecute better buying decisions and policies.

25. The indicated costs of introducing and running the e-procurement in the Authority over the 3 year life of the project is estimated at £1,413,000 (£708,000 in 2005/6, £601,000 in 2006/7 and £279,000 in 2007/8).  Of this £80,000 has already been allocated in 2005/6.  An annual operating cost of £284,000 (including transfer of project staff into the support activity) beyond the current life of the project can be expected. 

26. Direct process savings of £182,000 are anticipated in 2006/7, £235,000 in 2007/8 and £245,000 from 2008/9.  These will contribute to the cost of implementing the e-Procurement and the continuing operating costs.  This leaves an operating cost overhead of £39,000.  This will be met from efficiency savings (including from better buying) and from further process savings, which are expected to rise to £254,000 in 2009/10.  

Proposed workplan – SAP Support (Competency Centre)

27. SAP is critical to the business of the Authority.  It must be effectively supported as a prime means by which the benefits it can bring are leveraged and sustained.  Good SAP support requires; technical skill and knowledge across the full range of SAP functionality deployed within the organisation, strong training support, and good systems and processes focused through a central authority to ensure sound operational control and system governance.  The original SAP implementation failed to identify and make the investment into SAP support required to sustain the system.

28. In line with previous decisions staff involved in SAP support within the authority have been transferred for the time being to SAP Programme from where the development of the Competency Centre will be focused and managed.  It is anticipated that SAP support will ultimately transfer to a Shared Service Centre.  

29. It is planned that by the end of September 2005:

· Consolidated support call tracking and management will be established,

· Skills matrix for existing SAP support staff and significant training plan will be underway to bring staff up to the required level of competency

· Recruitment of additional training and support staff agreed at the March Executive will be completed, providing adequate training support for operational and development activities and a balanced team to sustain currently planned activity and support.

· Fully co-ordinated SAP development activity with SERCO (formerly ITNet).

30. If these changes were not now progressed it would  jeopardise and constrain the efficiency of the Authority going forward.  The role, function and organisation of the SAP Customer Competency Centre will continue to evolve in line with organisational development and need.

31. At its meeting in March the Executive agreed the initial funding of 3 additional support staff and 3 trainers together with some initial training.  The costs of this in 2005/6 was identified and agreed as £214,000.  To complete the initial build of a Competency Centre additional expenditure of £164,000 in 2005/6 is required.  This covers detailed technical training, the development of service desk facilities and the development of a formal super-user community, together with a quality assurance consultancy support.  The operating costs in future years are £311,000 in 2006/7 and £291,000 in 2007/8.  

32. Once the project has ceased in 2008/9 there will be a continuing operating cost of £291,000. If Shared Services is to be pursued, SAP Support will be incorporated within the Shared Services proposals and the funding of this activity will be a direct call on the financial savings that accrue as a result of the Shared Services initiative.  Otherwise the additional cost of SAP Service support will be met from the efficiency savings programme.  

Proposed workplan – HR

33. Significant opportunities are presented by the enhanced use of SAP in support of HR activity.  The most significant benefits are likely to come from adoption of Manager Self Service (MSS) and Employee Self Service (ESS) approaches.  The costs of implementing these are significant.  It is recognised that the timing of implementation of ESS and MSS and the benefits that accrue from their adoption are significantly impacted by the approach taken to Shared Services and by the development of an Organisational Development plan.  Therefore, detailed proposals arising from an HR Business Case will continue to be refined in the light of discussions on the timing and development of the Shared Services.  It is anticipated that full proposals will be brought forward to Cabinet later in the year.

34. A programme of activity to correct and clean up the organisational management information held in SAP, and to put in place the processes to keep it maintained has been instituted.  This will be completed by September 2005.  Once completed, good organisational data will be in place to aid planning and management; including Establishment Control, Budget Planning and, crucially, reorganisation in respect of the Children Act.

35. It is also necessary to undertake some basic corrections within the core SAP HR system to ensure efficient operation of existing day-to-day processes.

36. A project will be defined to address the loading and integration into SAP of Manager Competencies as defined in work currently being undertaken with the Cranfield School of Management.  This will help form the basis for the development and tracking of managers within the Authority. 

37. The HR work expected in 2005/6 is anticipated to cost  £155,000 in total.  Of this £10,000 has been allocated from previously identified contingencies and £15,000 from the agreed carry forward from 2004/5.  The outstanding requirement is for an allocation of £130,000 in this financial year. 

Proposed workplan – Schools

38. It is generally accepted that there is significant potential to improve the ability of schools to manage their activities through a streamlined financial and systems interface with the County Council.  There is further work to be done in determining whether this is best approached through the development of a specialist customised interface for SAP to meet the particular needs of schools, or whether to provide appropriate and robust interfaces to the FMS6 system currently in use in the majority of schools.  It is necessary to prove a viable approach to schools to secure their engagement.  

39. It is proposed therefore that the schools workstream will be redefined, building on the existing good joint working relationships between school representatives and the County Council on this project, into three sub-projects;

· To complete the identification, specification, documentation and implementation for the use of core standard SAP functionality in a schools context for the pilot SAP schools.  This will deliver operational benefit to those schools that are using SAP and inform possible future deployment across the authority.

· To specify and cost fully the development of a schools SAP interface, applicable to use by all schools.

· To specify and cost fully the implementation of a SAP/FMS6 interface and operating environment.  As part of this work a very limited FMS6 interface will have to be constructed in order to sustain existing operations (this will bring additional benefit in proving the long term operational viability and sustainability of this approach).

It is planned that this work will be completed by December 2005 at which time recommendations on a long term and sustainable solution for schools will be possible.  A detailed report will be brought back to the Cabinet at that point.

Resource need and plan 

40. In each of 2005/6, 2006/7 and 2007/8 financial years there is budget provision of £2m per year.  In addition a carry forward of £250,000 from 2004/5 has been available to the project.  There is separate budget provision for schools related work.

41. At its meeting in March the Executive agreed to the expenditure of £480,000 from the 2005/6 budget provision, in addition to expenditure of carry forward monies.  This was to meet:

· Securing the in house project team for the full year.

· Planned finance related work over the April to June period.

· Initiation of Procurement related work on existing functionality.

· Establishment of additional training and support capacity (full year costs).  Initially for a year only but to be translated into the SAP Competency Centre subject to acceptance of this as an approach.

There is a balance of £1,520,00 currently unallocated in 2005/6.

42. In addition to the costs outlined in the body of this report for specific workstreams the costs of Programme and Change for SAP are identified to be £646,000 in 2005/6.  This includes an initial provision of £100,000 to support Transition Team work to embed changes within Directorates.  Of the total, £82,000 has been funded from carry forwards, £200,000 agreed at the March Executive, leaving a requirement for an additional £364,000 to be allocated in 2005/6.  It is estimated that £575,000 is required in 2006/7 and £402,000 in 2007/8. 

43. The cost for the current programme in 2005/6 is identified as £205,000 for the next stage Shared Services work and £2,200,000 for the rest of the programme, making a total of £2,405,000 (including that already agreed and allocated). The additional costs (taking into account procurement process savings) in 2006/7 are £1,305,000 and £737,000 in 2007/8.  These specifically exclude the development of Shared Services in future years, which will be subject to separate proposals and on the substantive HR work on ESS and MSS.

44. The costs of the programme are given as estimates.  Three factors will influence the actual costs incurred:

· All licence costs are shown at list price.  It is likely that these can be influenced under commercial arrangements; it is not possible to be certain of any downward variation that may apply.  It is prudent, therefore, to budget at list price.

· A high level of external consultant support is anticipated in the cost estimates.  This represents the specialist effort estimates required and is a reflection of key gaps and deficiencies in business and technical skills across specialist areas in the County Council.  

· In developing proposals for the future Project Management and Governance arrangements for the Programme consideration will be given to alternative approaches, which would also be designed to increase organisational ownership and control.  The appointment of interim managers with appropriate Project Management and Technical skills, with a more closely defined business consultancy support may be a cost effective way to achieve this. 

45. All expenditure identified for the period 2005/6 to 2007/8 will be met from within the existing budget provision.  It is anticipated that an unallocated balance of £ 695,000 in 2006/7 and £1,263,000 in 2007/8 will remain.

46. The total increased operating cost of the proposed work outlined in this report that is required to be met at the end of the life of this project is estimated to be £575,000.  It is planned that £245,000 (rising to £254,000) procurement process savings will offset these costs.  The remainder will be met from savings accruing from Shared Services or from the Efficiency savings programme.

RECOMMENDATIONS

47. The Cabinet is RECOMMENDED to:-

(a) endorse the workplan proposals contained in the report;

(b) approve progression to Stage 2 of the Shared Services work at a cost of up to £205,000 in 2005/6, funded from the SAP Revitalisation Budget;

(c) approve the additional expenditure of up to £1,315,000 in 2005/6,  £1,305,000 in 2006/7 and £737,000 in 2007/8, funded from the SAP Revitalisation Budget, to support the identified work in Finance, HR, Procurement and SAP Support;

(d) approve the allocation of procurement process savings of £245,000 in 2008/9 and £254,000 thereafter, as a contribution to the full year continuing costs of £575,000; 

(e) note that the balance of the future operating costs will be incorporated into detailed implementation and benefits realisation plans for Shared Services and that if Shared Services is not adopted these costs will be incorporated into efficiency savings plans. 

JOHN JACKSON

Director of Resources

Background papers:
SAP Revitalisation Programme, OGC Gateway Review:  Gateway 1 Business Justification May 2005

Shared Services Business Case June 2005
Procurement Business Case 6 July 2005

SAP Support Centre Business Case April 2004
Contact Officer: 
Mike King, SAP Programme Manager, Tel (01865) 816047

July 2005

ANNEX 1

Vision for SAP Finance

SAP provides the authority’s key financial ledger system.  There are two elements to the revitalisation project which are (a) to improve financial control and (b) to improve financial reporting.

Financial Control

Part of the SAP project is to improve the control aspects, through the rationalisation and improvement of the coding structure, standardisation of procedures, improved documentation and training.  This work is linked to the Financial Management Implementation Plan.

By ensuring that common systems are used there will be greater clarity of inputs, which in turn will enable the outputs – through the reporting – to be more reliable.

Two key elements to the control environment are: (i) ensuring that all feeder systems are fully and automatically integrated, this reduces the risks of errors, aids the timeliness of transaction processing and ensures that reports are comprehensive, and (ii) use of properly authorised purchasing, which accounts for a significant proportion of transactions and also enables commitment accounting.

Financial Reporting

The second objective for SAP Finance is to provide the organisation with financial reporting which is comprehensive, timely, accurate, SAP driven, validated, risk assessed, relevant and linked to outputs and outcomes in order to enable users to manage their services.

The users will be at various levels, and will have differing requirements, but the reports should be capable of providing the relevant information for all.

There will two dimensions to the reports:

1. The basic financial report which reflects the current position

2. The management forecast which will always require management intervention and will provide a future estimate.

In order to achieve both of these dimensions there is a need to ensure:

· accuracy of information 

· this should ideally be directly into SAP or through automated integration links from other systems

· the information content should include all actual and committed expenditure and income

· timely information – preferably on a real time basis but no longer than monthly updating

· there should be standard use of the system to enable consistent consolidation.

In order to achieve the second dimension there needs to be intervention.  This will produce a year-end forecast or model.  This can only be achieved through expert knowledge of the service and an understanding of the progress for the year to date and expectations for the remaining period.  It is important that irrespective of whoever actually enters this data into SAP, the information must come from the manager responsible for the service.

There will also be a role for a financial advisor, who can help non-financial managers in interpretation and investigation of data.  This role will also cover co-ordination and liaison within and between directorates, ensuring that the appropriate ownership and sign off of reports is agreed before public reporting.

Linkages to other workstreams

The finance stream is linked to all of the other workstreams.

Procurement – is essential to provide accurate and timely transactions and enable commitment accounting.

HR – links on the provision of employee costs, which represent 54% of the Council’s budget.  Work needs to be undertaken to ensure this can be derived directly from SAP.

Schools – the schools’ expenditure represents a significant proportion of the Council’s budget.  Clear visibility of the overall schools budget is essential to enabling comprehensive financial information.  

Competency Centre – is required to ensure that financial systems are sound and report formats (not content) are appropriate and fit for purpose and meet the end user requirements.

Shared Services – can provide the input into the workstream, dependant on changes to business processes being enacted.  Transactional processes could be entered centrally and standard reports could be produced centrally once manual interventions are no longer required.  However, there will still be the need for an advisory role.  This advice function will come in part from the shared service centre and in part from specialist advisers based either in Directorates or in the centre.  

Key deliverables

Phase 1 achievements:

· Standardisation of coding structure

· Reduction of numbers of codes, and corporate control of further amendments

· Introduction of Profiling

· Identification of reporting requirements

· Identification of Interface requirements

· Identification of other financial control issues

Phase 2 plan:

· Improved budget setting and monitoring through:

· Implementation of standardised reporting

· Further developments of Profiling

· Improvement management of cash flow and grants 

· Improved Capital analysis, reporting and improved management of the Capital Programme

· Period end improvements

· Use of HR forecasting – Personnel Cost Planning

· Development of Statistical Key figures (output measures)

· Development of Accruals based accounting

· Accessibility to Managers

· Training

These last two bullets need to be reconsidered in the light of the developing Shared Service agenda.  At the start of the project the vision was that Managers should not only have the responsibility for their budgets, but they should also be directly accessing and inputting data, creating and analysing information.  This has a large training cost.  There is no suggestion that the Manager will not have responsibility for the budget, the issue is what direct access they need, as unless SAP is used on a regular basis it is difficult to maintain, and if the shared service is to provide elements which were originally thought to be appropriate for direct manager access then this approach will need to be reconsidered.

Sue Scane

Head of Finance & Procurement

July 2005

ANNEX 2

Progressing SAP based Procurement 

Our longer-term vision is to offer internal customers an easy to use, and effective, purchase-requisitioning tool for everything from a simple office equipment item to a complex service delivery.  These requisitions shall be either automated into appropriately authorised Purchase Orders from preferred suppliers and Council compliant contracts, or converted by professional procurement practitioners into legally and commercially sound contracts after due process
.

Oxfordshire County Council spends around £360 million each year with over 11,000 external organisations.  In 2004/5 this generated approximately 334,000 invoices from suppliers and probably about 150,000 purchase orders of one sort or another being generated from dozens of buying points, leading to these invoices.

We have identified that a significant proportion of this spend is capable of being influenced to a much greater extent by professional procurement practitioners
.  This influence is about getting greater efficiencies from our external spend and this can only be achieved if we gain a higher level of visibility of, and an earlier involvement with, the way this expenditure occurs.  This is because currently there is no single system for identifying, competing for, negotiating, placing, renewing and monitoring this business.

In summary the progress we are seeking to make will result in fewer buying points in OCC, greater leverage of our spend and opportunities to negotiate better value for money; plus a significant reduction in back-office costs of handling purchase orders and invoices.  We are required to deliver these efficiencies as part of the Government National Procurement Strategy, and in turn our own Corporate Procurement Strategy to support the annual efficiency savings drive to 2008/9. 

SAP is a world leading Enterprise Resource Planning software suite, which we have started to use here in OCC.  Our Procurement performance will be much improved by implementing the full capability of SAP Procurement software to a greater level than hitherto, to deliver high visibility and participation, and in turn leading to much greater and measurable value for money being achieved.  

Furthermore by developing the level of use of SAP, utilising a simpler e-procurement front end, we expect to gain much wider user acceptance and achieve greater levels of captured and influencable expenditure patterns in all categories of expenditure, through consistent conformance to agreed processes.  This will provide much better management information on which to base procurement decisions and to help lower costs.

The main aspects of this action plan are related to:

Systems, Processes and Resourcing

1. Define and establish the structure of Procurement within Directorates as hubs of professional expertise linked to the County Procurement team; and map the structure (as defined above), and the key processes, that SAP is required to support by end June 2005.

2. Establish the centralised steps (in the procurement hub processes) such as sourcing, tendering, contracts, and invoice matching, to embed the principle and practice of a maximum of one hub per Directorate by late July 2005.

3. Identify the most appropriate attendees for the full range of procurement workshops from ALL directorates by during July and August 2005.

4. Identify appropriate procurement stream team members. 1 right now, 3 additional during July and August 2005.

Delivering the Technical Solution and training the staff

5. Select the best-fit e-Procurement front end, by mid July; establish contract, SLA’s etc for hosting of e-procurement front end by end of August; appoint implementation partner for e-procurement front end by the mid September; commence evaluation of most appropriate provider for third line support of e-procurement front end e.g. hosting partner, implementation partner, or other by the end of September; timetable when the different third party systems that are relevant for procurement are to be integrated into SAP.  

6. Determine the availability of relevant personnel for both business process definition and for technical integration/testing by end July; ensure the transition teams are in situ, with the roles and responsibilities well defined and clearly understood by end September 2005.

7. Identify and agree training and support requirements, and create the action plan to deliver these, during the period July to September 2005.

Linkages to other work streams

Finance - SAP provides the authority’s key financial ledger system.  External expenditure is a significant aspect of our financial commitments and therefore Procurement has a strong interdependency with this stream.  The stream leaders for the Procurement and Finance strands work closely together.

Schools – the schools’ expenditure represents a significant proportion of the Council’s budget.  Clear visibility of the overall schools budget is essential to enabling comprehensive financial information.  Schools have a significant level of discretionary spend and will utilise our contracts if they offer good value and are easy to access.  We are keeping schools in sight but they are not currently in scope of the Procurement strand.

Competency Centre - is required to ensure that procurement information is sound and reports are appropriate and fit for purpose.  Integration with other legacy systems will be managed through the Competency Centre. 

Shared Services – see footnote No. 1.

S. McHale – Procurement Work Stream Leader

July 2005

ANNEX 3

SAP Customer Competency Centre

Remit

The remit is to create a SAP Customer Competency Centre (SAP CCC) to service the ongoing support requirements of the full range of SAP functionality now in use in the Authority, to act as a point of focus and prioritisation for ongoing SAP development and to provide for basic project coordination and management services for the rollout of new functionality. 

The proposal is to make OCC as functionality independent as possible in respect of SAP support, while respecting cost drivers, efficiency of operations and sustainability of skills within the workforce.  A key principle is to establish a proactive rather than merely reactive support organisation to enable realistic exploitation of the system in support of organisational objectives.

The internal SAP CCC would provide first line support for OCC staff and maintain close contacts with both Serco (formerly Itnet) and SAP Corporate Services to assure deeper support integration.

All new development work, functionality rollout and line of business changes would be coordinated through the centre to reduce confusion and redundant work. 

Additionally two operational services would be available:

· the centre would provide support for SAP reporting with internal competency in writing and delivery of SAP reports from the existing SAP IS system and support of the SAP Business Warehouse as and when this option is rolled out;

· periodic operational support in monitoring data transfer to and from the SAP system and subsidiary systems.

The SAP CCC would be linked into the existing ICT service desk system for call handling and tracking.  It would liaise with the Serco call facility to track incidents and service requests that had been passed to them for attention.

The centre would monitor Serco contract performance following the guidelines of the existing Service Level Agreement.

Status

Nine existing staff from the previous MIS support team have been moved from the Finance Service and are continuing their general support activities.

A skills matrix is being created for existing skills and for the range of skills that will be required to support the extended range of SAP functionality. Where possible, existing staff will be trained for the support functions; where impractical, skills will be acquired from the open market.

Recruitment for the required positions will be started before the end of June. 

In depth review of existing skills, development of an ongoing training programme, and career development of the staff involved in the SAP CCC will be arranged through a professional development advisory body: I-2-K Ltd. The same group is now handling ICT skills development.

The resultant structure and performance of the SAP CCC, when it is sufficiently mature, will be reviewed by the SAP Corporate Competency Advisory Programme.

Way Forward
Mid term the support group is likely to move to a Shared Resources Centre to form the main SAP operations and support team. Until the Centre is ready to receive the staff, both they, and the associated support functionality, require an administrative home.

For the near term, the following administrative arrangements are proposed:

· Establish the unit into ICT for administrative support.

· Build the skills base of the staff.

· Integrate the in house call tracking functionality.

· Assume operational support for reporting and data exchange.

· Focus and coordinate SAP development with Serco and create a transparent reporting process for management oversight.

· Maintain the monitoring programme of the SLA agreement with Serco

Timelines
Development of the SAP CCC is a continuing process in line with organisational development and need. All of the above integration will have been accomplished by the end of the Summer period and in most cases has already started.

Costs
The costs for the above plan are as previously discussed within the project board – the original budget for SAP support personnel, augmented by approximately £291k of annual operational costs.

Stephan Conaway

Mike King 

June 2005

ANNEX 4

SAP – The HR Vision

Background

The IBM review of SAP carried out last year confirmed that the HR element is “not broken” and the original implementation was in the main successfully carried out. What has become clear since the initial implementation of the system is that the demand for people data has increased – both in terms of volume and complexity. As such further development of the system is desirable, the activities listed below will enhance the capability and capacity of HR to support the broader change agenda.

Current Activity

Working with LogicaCMG we have produced a draft HR business case. This will be refined over the coming months and the intention is to present this to the SAP Programme Board in advance of it going to the Cabinet in the Autumn. The business case outlines the opportunities available to HR for enhancing the capability of the system and the associated costs. Listed below are some key activities which map out the direction of travel we intend to take.

Commitments

· Organisational Management (OM) clean-up – this will result in accurate people data being reported and will provide better data on which to build budgets. This will be completed by September 2005

· Personnel Cost Planner (PCP) – this will be operated by the finance community and is dependent on the OM activity being successfully delivered. PCP enables managers to build budgets based on accurate people data and costs and enables them to understand the impact on costs (and savings) from proposed changes to structures and teams. The outcome for managers will be budgets built on accurate data for 2006/07

· HR improvements – in addition to the OM work outlined above there is some “tidying-up” of the system which will enable HR teams to operate more effectively. The outcome for managers will be in the main invisible, but data will be available more readily in response to business-as-usual queries

· Competencies – we are currently working with Cranfield School of Management to define a simple and complete set of management competencies. These will be loaded onto SAP from September 2005. The impact on managers will be greater clarity of our expectations of the managers role and they will be assessed against them in the 2006/07 appraisals

· Shared Services – there is separate activity underway on the Shared Services business case. We are working closely with this programme to ensure HR integration with the Shared Service activity as appropriate. Initial focus is on elements of HR which might be pulled together in the short term; these include recruitment, learning and development and payroll. With the Shared Service centre focus being on transactional activity, the impact on managers should be reasonably neutral – the overall aim is a cost-effective efficient service

· Manager Self Service (MSS) and Employee Self Service (ESS) – these are highly desirable developments to the system which the HR community strongly support being implemented. There is a recognition however, that the cost is significant and the benefits, certainly on ESS are reduced if the Shared Service Centre delivers its aims. The impact of delivering either are significant on both managers and employees and we will continue to monitor the feasibility of implementation as the broader SAP Revitalisation project progresses.

Conclusion

The HR vision is very much around engaging all of our people with the change agenda to ensure a successful transition from where we are, to where we aspire to be as an organisation. The commitments outlined above are all designed to better equip our people to do so and to enhance HR’s capability to support and deliver change. 

Steve Munn

Head of Human Resources

June 2005 
1 Public Private Partnerships Programme: a government sponsored independent agency set up to help local authorities improve their procurement capacity


� The processes being developed may well result in requisitions being sent to a shared service centre where a team of purchasing officers convert these into purchase orders where automated ordering cannot take place.  This element will only be developed if it is clear it results in reduced transaction costs and greater efficiencies.





� For the detailed key principles, please refer to revised Executive Summary for Procurement Business Case.


For the key work plans, refer to latest version of OCC SAP Revitalisation Project Plan.
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