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We are all aware of the inflationary and interest rate challenges

Australian Interest Rates, % target Australian Inflation, % change YoY Insights
5.0 7% _ _
as Interest rates have rapidly climbed
* 0,
40 6% after many years of loose monetary
35 5% policy
3.0 4% : :
. ’ Multiple macroeconomic factors have
2'0 3% resulted in the highest period of
1'5 2% inflation Australia has experienced
1'0 " since 1990
* (J
05 , L
0% Demographics have led to historically
00 8858g88s883ig8s22222888 low unemployment numbers , leadin
2011 2012 2013 2014 2015 2016 2018 2019 2020 2021 2022 SS9 2222888882 238882_8_R_38¢8¢8¢% ploymentn g 9
to under-resourcing issues for many
Australian Unemployment, % change YoY Australian Disposable Income, % change YoY sectors and industries
8% 8% Consumer disposable income has
7% 7% begun to decline, leading to increased
€% 6% economic anxiety
(]
5% 5% : .
. Uncertainty reigns in market
a% o ies and half- |
6 commentaries and half-year result
3% )
3% 0 presentations
2%
2%
1%
0,
1% 0%
0% O AN M TN O MNOVDNDO A AN NS N OO O
6 1% 8888888888858 0000000888
N AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN NN

2000
2004
2005
2006
2007
2008
2009

2001
2002
2003
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022

-2%

Sources: IMF data, RBA data, IBISWorld data, Bevington analysis




As well as the staffing and skills challenges we face
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The emerging impacts of these challenges are both negative and material

Organisations are unable to raise end-prices faster than input costs, with this challenge not being limited solely to the construction sector
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There are a range of ways that organisations can deal with these challenges - for example, targeted cost
reductions

Early Actions

Medium Term Actions x

Target based reduction (i.e. budgets)

Discretionary spend reduction

Cash flow management actions (e.g. supplier terms)
Service level adjustments

Aggressive inventory management

Software licensing adjustments

Direct staff cost reductions

Temporary pay cut / move to part-time staff
Leave without pay / Leave on part pay
Bonus suspension / salary cuts

Furlough / Standing down staff (but only as required by cash flow
demands, e.g. airlines)

Contractor / Staff mix
Emergency redundancies

Recruitment freezes (probably first!)

US, Australia and NZ patents apply to XeP3, Canadian patents pending
© Copyright Bevington Group. All rights reserved

Procurement reviews and renegotiation (rate and volume)
Channel switching (e.g. customer acquisition)

EBA re-negotiation (for cost and productivity)

Contract re-negotiation

Product rationalisation

Geographic consolidation

Rapid restructuring (business consolidation and delayering)
Operational efficiencies for utilisation and realisation

Asset ownership models

Asset utilisation (and urgent consolidation)

Waste reduction
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However, some of these carry deep risks. For instance, restructuring, while an important response,

carries substantial execution risk

Elements of Poorly Executed Restructures Which Lead To...

...Negative Outcomes for You and Your Organisation

Unclear Unclear
purpose role design

Poor or out-of-date Unclear rationale
metrics for structuring
decisions
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Poor Emotionally
communication damaging process
leading to confusion

Unclear Decline in customer
accountabilities service

Reduced
organisational
loyalty

Heightened risk of
industrial sabotage

Failure to follow up
with key changes

Loss of key
personnel
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Fortunately, most Australian organisations have plenty of productivity opportunities, for instance, the
average level of waste in personnel time is 39%

Long Term Average Waste Levels, % of Effort Bl Noise (Waste) Typical Solutions for Removing Waste

1.3%

!

24.2%

The figure on the left represents the long term average
waste levels that we see across our clients in all industries
and functions

This represents a huge opportunity for organisations to
remove waste, and optimise their value adding activities -
making your organisation more effective and efficient

38.6%

Examples of common opportunities, and ways you can
reduce Noise are:

Process reengineering
Automation

Improve information quality and promote ‘first time
right’

Non-value adding activities (waste) which add cost to the

organisation Remove unnecessary hand-offs and clarify RACI

Noise (waste)

I |
<

, , Enhan ms integration
Activities that manage risk or introduce management ance systems integratio

Discretiona .
Y approvals/checks . Improve management of digital channels

Support Activities that enable efficient delivery of a current service
the mission

Activities that directly increase service, decrease cost or
enhance capability

Sources: XeP3; Bevington Analysis
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These productivity opportunities can be identified and realised through operating model thinking

* An operating model is the combination of elements
your organisation needs to achieve its mission,
consistent with strategy. It includes, amongst other
things, structure, role design, process, technology
and management practice

* The orchestra is a good example of a sustainable
operating model. It is flexible in that it can play many
different musical scores, and indeed many different
genres of music

*  Yet,itis very robust and clear - everyone
understands their role, knows where to sit, knows
where to look for the conductor, where to sit and
where the sheet music goes.
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Operating model design

Core
functions

Mgmt. Decision

Governance e R -
disciplines making

Performance
Targets
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Risk &
resilience
model

Reward &
recognition

Service &
process

design
aﬁ

Organisation
design

Disciplines
& oversight

Customer

Information People &
& incentives partnerships

Process

design

Resourcing

Capability

looks for interconnected opportunities in a range of organisational elements

Ways of
working
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For instance, a practitioner may find that process inefficiencies can be addressed by intelligent
automation, which can lead to a different skills profile

Value Add Analysis
Understanding process efficiency

Automation opportunity analysis
|dentifying opportunities

Skill fingerprinting
Baselining current skills

1.3%

!

24.2%

38.6%

+ Tasks and activities documented
 Actual staff effort mapped across the process

* Value adding activities and non-value adding
activities (Noise) categorised

« Drivers of inefficiency identified (Noise
drivers)

Sources: XeP3; Bevington Analysis

Automation
()
Utk opportunity 77%
Decision making
30%

Engagement

10%,

v

Insight
5%

Non-taraet Operations
on-targe
9 55%

« Automation opportunities identified and
mapped across the process

« Automation opportunities categorised
according to seven application types

» Operations; Insight; Decision making;
Optimisation; Engagement;
Automation support; and Non-target

Physical and
manual skills
48%
Social and ‘
i Basic
emotional o .
skills 27%  cognitive skills
5%
8% 12%
Technological Higher
skills cognitive skills

* Current tasks and activities mapped according to
five skills categories:

Physical and manual
* Basic cognitive

* Higher cognitive
Social and emotional
Technological

* Current skills fingerprint identified based on staff
effort distribution
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Reducing inherent waste is a common way to reduce staffing pressures

Diagnose the Noise |dentify targeted solutions Scenario model the future

Commonly found examples of Noise

Sources: XeP3; Bevington Analysis

Reliance on spreadsheets and
manual off-system calculations

Re-work arising from missing or
incomplete information and data

Re-keying across multiple systems

Unclear role responsibilities and
duplication across teams

Senior employees performing
transactional low-risk activity

B Noise

B Value-add

Automate manual processes and
improve system utilisation

Improve information quality and
promote ‘first time right’

Adopt single central source of
truth and enable data integration

Remove unnecessary hand-offs
and clarify RACI

Capability uplift and training to
reduce senior employee load

Capacity gain
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Overall, operating model design offers a contemporary and powerful set of options

This approach is ideal to develop a meaningful plan to practically address margin compression challenges
* The process of design creates a unified perspective and plan (amongst leadership)

* The steps to build an Operating Model design also provide an excellent opportunity to understand what great practice looks like
(including visiting other organisations where appropriate)

* It provides a consolidated message on direction. This is essential to engaging staff on a journey that, whilst controlled, involves
considerable personal change

* The emerging plans are
— Practical - taking into account technology and organisational elements
— Staged - wave-based implementation
— Focused on early benefits delivery

— Explainable to a broad range of stakeholders

* The principles provide a way for different project streams to stay aligned
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For more information, please feel free to contact the Bevington Group

Bevington Group is a specialist consultancy with 6 core practices: Questions or clarification of the content of this report can be directed to:

Report authors

Roger Perry +61 431597079 roger.perry@bevingtongroup.com

OPERATING
MODEL

CHANGE

DESIGN MANAGEMENT

Other enquiries can be directed to

ENTERPRISE Roger Perry +61 431597 079 roger.perry@bevingtongroup.com
TRANSFORMATION

XeP3 SR

Bevington Group Office +613 96635522 admin@bevingtongroup.com

PROCESS
REENGINEERING

ACCELERATED
IMPLEMENTATION

All contentin this reportis subject to copyright and cannot be reproduced without the express
permission of Bevington Group.

Disclaimer:

This report has been prepared in good faith on the basis of information provided by client staff and
other sources of information available at the date of publication without any independent verification. It
is the responsibility of the client management to ensure that their staff provide accurate information and
PROCESS that management are not aware of any issues that may impact the usefulness of the data for its intended
purpose. Bevington Consulting Pty Ltd does not guarantee or warrant the accuracy, reliability,
completeness or currency of the information in this report. Readers are responsible for their
interpretation and actions based on the content of this publication. Bevington Consulting will not be
liable for any loss, damage, cost or expense incurred or arising by reason of any person or organisation
using or relying on information in this report for purposes other than its intended purpose.

LEAN & AGILE

PRACTICES TECHNOLOGY
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