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 Cost savings, better service and improved whole-of-government fi nancial reporting are 
worthy aims for the public sector. These are some of the long term benefi ts that the shared 
corporate services reform intends to deliver.

 Shared corporate services have worked in other jurisdictions in private and public spheres. 
These experiences show that it takes some time before benefi ts and returns on investment 
are realised.

 The shared services project is known to be in trouble. It is behind schedule and over budget.  
It is not the aim of this examination to arrive at these conclusions. Rather, we have sought 
to clarify the current situation, to understand the causes and to determine whether there are 
lessons to be learned.

 The Western Australian model for shared services was optimistic, and the implementation 
plan was ambitious for a project of this size and complexity. It involved using untried 
software and a ‘big bang’ implementation approach. Responsibility for shared services 
was transferred to the Department of Treasury and Finance (DTF) in January 2007. Now 
DTF is under pressure to meet tight timelines and budgets, but it is essential that the shared 
services implementation is done well if government is to reap the intended benefi ts in 
the longer term. DTF, the Department of Health and the Department of Education and 
Training should keep sight of the original principles and benefi ts of the shared services 
reform during implementation. If not, the shared services reform runs the risk of failing 
because of the cumulative impact of isolated decisions that did not consider the bigger 
picture.

 There needs to be recognition of the fi nancial and non-fi nancial costs to agencies, as well. 
Agencies have incurred additional expenses and staffi ng pressures that were not factored 
into the original business case, and that have not been widely reported. Many of these were 
unanticipated and specifi cally due to implementation delays.

 There are lessons to be learned about ‘managing by committee’, too. A highly consultative 
approach is necessary for a whole-of-government initiative such as shared services, but 
without clear accountability, leadership can falter. There needs to be a balance between 
consultation and accountability. DTF has been given responsibility now to move forward 
with implementation and ensure that benefi ts are realised. 

 The potential for realising long term benefi ts from the shared services reform is still 
feasible, but there are risks to be managed and signifi cant challenges yet to be addressed. It 
will not be easy.

Auditor General’s Overview
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 Corporate services cost the Government of Western Australia (WA) an estimated $315 
million annually and involve about 5 000 people. In December 2003, Government endorsed 
a business case and a high level implementation plan for reforming the delivery of ‘back 
offi ce’ corporate services in the public sector. 

 The Shared Corporate Services Project proposes to transfer fi nancial and human resource 
transactional functions from individual agencies and bring them together to be delivered 
by three shared services centres under service level agreements. Signifi cant cost savings, 
as well as other benefi ts are expected to fl ow from the new arrangements. The same 
opportunities have been recognised and pursued in other jurisdictions and the private 
sector. WA’s three shared services centres are:

  The Health Corporate Network (HCN) servicing the health portfolio

  The Education and Training Shared Services Centre (ETSSC) servicing the education 
portfolio

  The Offi ce of Shared Services (OSS) – now part of the Department of Treasury and 
Finance, servicing approximately 90 other general agencies.

 Under the reform model, savings and service benefi ts would be derived from consolidating 
staff and services, standardising systems, simplifying business processes and integrating 
the automation of fi nance, procurement, and human resource and payroll (HR) processes. 

 Much of the success of the reform depends on implementing the computerised system that 
integrates the three ‘back offi ce’ processes – fi nance, procurement and HR. The reform 
plan called for OSS to manage the development of the integrated system, which would 
eventually be used by all three shared services centres to drive effi ciencies.

 Government has already reported that implementation of the shared services reform 
is delayed and will exceed the $122 million project funding previously endorsed. In 
November 2006, the project funding was revised to $198 million, and the commencement 
of full harvesting of annual savings was pushed back from July 2007 to July 2009.

 This report examines the implementation of the shared services reform up to April 2007. 
It does not examine contractors’ performance. Our focus is government agencies and the 
overall progress made so far, the challenges that remain for successful implementation, 
and the potential for the eventual realisation of benefi ts.

Executive Summary
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Findings
  Implementation of the whole-of-government shared services reform is more than two 

years behind schedule.

  To date, only two of the three components of the integrated corporate services system 
have been established – fi nance and procurement. 

  Successful development of the third component of the integrated system – the 
human resource component – is under serious threat from a range of technical and 
management issues. A common integrated system with all three components is a 
critical element of the shared services reform.

  The implementation of an electronic document management system has failed at 
HCN, but is continuing to be implemented at OSS.

  The implementation problems are creating immediate ineffi ciencies. One estimate is 
that the problems are costing $400 000 per month at OSS alone. The ineffi ciencies 
include:

  Agencies are rolling-in to OSS on just the two delivered components. This has 
required OSS to operate separate human resource systems for each agency using 
the agency’s existing system

  HCN is running multiple instances of its human resource system, and manually 
handling large volumes of paperwork due to the lack of an electronic records 
management system

  ETSSC is proposing to enhance its existing fi nancial and human resource 
systems.

  The temporary solutions to the implementation problems will reduce the intended 
benefi ts of reform if they become permanent.

  The temporary solutions have not been based on analysis of benefi ts and costs to the 
whole-of- government shared services reform.

  Some aspects of shared services have been implemented successfully. HCN and 
ETSSC have substantially met the implementation schedules set out in their own 
business plans.
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  The shared services reform model was ambitious and high risk. However, the 
governance arrangements were inadequate. Although they provided across agency 
consultation, they did not provide active oversight and management.

  There are multiple reasons for the implementation problems, including:

  weaknesses in project management leading to uncertainty for agencies

  the increasingly complex software development requirements

  high turnover of key contractor staff and skill shortages within agencies.

  New governance arrangements were established in January 2007. These 
arrangements aim to improve performance and accountability by allocating clear 
responsibility for the whole-of-government reform to the Under Treasurer.

  There is still little coordination between the three shared services centres.

  There has been little transparency of performance information and this is likely to 
continue.

  Government has allocated $198 million for the shared services reform to 2008-09. 
This is $20 million more than reported to Parliament last November.

  The project budget does not include individual agency contributions, the total of 
which is unknown but likely to be in the millions of dollars.

  The additional agency contributions, if received as supplementary funding from 
government, will reduce returns from the shared services project.

  DTF is planning to provide a re-cast business case to the Expenditure Review 
Committee in October 2007. It will include a revised project budget and forecast 
returns.

  DTF has refunded to agencies $19 million of the $34 million harvested savings in 
2006-07.

EXECUTIVE SUMMARY ... CONTINUED
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Recommendations
  In moving to the future and developing their revised implementation plan for 

shared services, DTF, Department of Health (DOH) and the Department of 
Education and Training (DET) should consider:

  the impact of each departure from the original government approved 
implementation plan on the costs and benefi ts of shared services reform. In 
particular, if the integrated business solution is not implemented, this should 
be the result of a deliberate decision based on analysis of potential future 
savings and other long term benefi ts, as well as the immediate project costs 
and implementation timeframes

  the cumulative impact of all departures from the plan on long term costs and 
benefi ts of reform.

  DTF, DOH and DET should ensure that the operational arrangements for the 
shared services centres prevent cross subsidisation of costs between the centre and 
the host agency.

  DTF, DOH and DET should ensure that both fi nancial and performance information 
about the shared services centres are monitored and reported separately to:

  provide transparency of costs, which are the basis of charging other agencies 
for services

  allow benchmarking against each other and against services in other 
jurisdictions.

  There should be ongoing coordination between the three shared services to ensure 
that they achieve the greatest possible benefi ts from using common systems and 
standardised processes and practices. 

  There should continue to be shared responsibility for the progress and operations 
of the shared services centres as a whole-of-government initiative. 

  DTF should report approved supplementary funding provided to agencies for 
implementation of shared services. 
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Responses from Agencies to the Report

 The Department of Treasury and Finance
 The Department accepts the fi ndings, including the observation that a common integrated 

system with all three components (fi nance, procurement and human resource) is a critical 
element of the shared services reform. We also fully support the recommendations for 
improvement. As acknowledged in the report, we have undertaken a substantial number 
of remedial actions since 1 January 2007 that will enhance the success of this important 
initiative.

 The Department of the Premier and Cabinet
 The Department of the Premier and Cabinet considers the broad thrust of the report to be 

a balanced view of the project status and would support the recommendations. It is the 
Department’s view that the whole-of-government consultative model was not at the cost of 
effective governance, which remained strong. Throughout the project, the accountability 
relationships have been reinforced by regular face to face briefi ngs by the Executive 
Director, FRIT and Executive Director, OSS to the Minister Assisting the Minister for 
Public Sector Management, and since January 2007, the Treasurer. The consultative 
arrangements were also a signifi cant contributing factor in containing and managing 
the potential for industrial action. The project has been characterised by an absence of 
industrial disputation.

 The Department of Education and Training
 The Department supports the Auditor General’s fi ndings given that this examination was 

undertaken from a whole-of-government perspective. Within that context, the Department 
considers that the positive performance of the Education and Training Shared Services 
Centre has been appropriately acknowledged.

 The Department of Health
 The Department supports the fi ndings and recommendations presented in this report.

EXECUTIVE SUMMARY ... CONTINUED
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 The Department of Fisheries
 The Department of Fisheries generally supports the fi ndings although it remains extremely 

concerned about this project and its ongoing impacts on the Department’s operations and 
fi nances. As a client of OSS services, and in light of the ongoing service and implementation 
diffi culties, the Department does not consider that any of the components of the integrated 
corporate services systems can yet be described as successfully or fully implemented. 
Nonetheless, it is agreed that, by working together, the Department and OSS should 
eventually be able to resolve most current issues, ensure successful system implementation 
and realise some of the project’s expected savings for government.

 The Department of Agriculture and Food
 The Department agrees with the fi ndings and recommendations, and highlights two areas 

of concern for this Department – the amount of harvested funds refunded, which was less 
than we believe it should have been, and the agency’s contribution to project costs, which 
was more than the agreed 50 per cent agency share. In addition, the Department expects to 
spend a further $1.1 million to modify the interfaces and confi gurations for existing agency 
systems that use fi nancial and human resource data.

 Despite these concerns, the Department strongly supports the drivers for a shared services 
model and looks forward to the issues raised in the report being addressed and resolved.

 The Department of Culture and the Arts
 The Department supports most of the fi ndings. The delay in implementing the roll-in for 

agencies has caused additional expense and importantly greater pressures on staffi ng and 
maintaining existing services. Some general observations made during the Department’s 
fi nance roll-in include the need for better OSS recruitment of qualifi ed and experienced 
project managers and better integration, consultation and communication between OSS 
project groups.

 The Department rolled-in to OSS in May 2007 to shared fi nance and procurement services. 
It is too early to provide any feedback on how successful this has been.
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 Main Roads Western Australia
 Main Roads Western Australia supports the fi ndings and recommendations contained in 

the report. To our knowledge the report is factually accurate and balanced. Main Roads 
has actively supported the shared services reform and has maintained a dedicated shared 
services project team at the Offi ce of Shared Services since early 2004. This project team 
has helped develop the whole-of-government integrated system and prepared for roll-in to 
the OSS as a pilot agency. 

 It is the view of Main Roads that many of the proposed benefi ts of the shared services 
reform can still be achieved, and that for this agency, a split roll-in or a roll-in on a fully 
integrated system will provide operational benefi ts.

 Contractors
 In addition to responses from agencies, responses were invited from contractors mentioned 

in the report. One contractor had no comment; two contractors commented on a few points 
of detail, which have been taken into account in the report.

EXECUTIVE SUMMARY ... CONTINUED
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The Shared Corporate Services Project
 Corporate services cost the Government of Western Australia an estimated $315 million 

annually and take about 5 000 people to do the work. This work includes ensuring that 
frontline government employees, such as teachers and nurses, are paid correctly and on 
time. The work also involves making correct and timely payments to suppliers of goods 
and services. 

 In December 2003, Government endorsed a business case and a high level implementation 
plan for reforming the delivery of ‘back offi ce’ corporate services in the Western Australian 
public sector. 

 The Shared Corporate Services Project proposes to transfer fi nancial and human resource 
transactional functions from individual agencies and bring them together to be delivered 
by shared services centres under service level agreements. Signifi cant cost savings, as well 
as other benefi ts are expected to fl ow from the new arrangements. (See Figure 1.)

Introduction

Offi ce of Shared Services in the Mason Bird Building, Cannington
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 Figure 1: The Shared Corporate Services Project in Western Australia
 The corporate services reform in Western Australia is transferring agency-based ‘back offi ce’ 

corporate services to shared services centres to deliver cost savings and other benefi ts to 
government. 

Source: OAG

INTRODUCTION ... CONTINUED
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 Shared services centres and their client agencies
 Five Shared Services Centres (SSCs) were originally planned to service the Western 

Australian public sector, but in December 2004 the Government approved establishment 
of three SSCs (See Table 1). These are the:

  Health Corporate Network (HCN), servicing the health portfolio 

  Education and Training Shared Services Centre (ETSSC), servicing the education 
portfolio 

  Offi ce of Shared Services (OSS), servicing 90 non-health and education or ‘general’ 
agencies.

 Initially all government agencies were in scope for Corporate Services Reform, with the 
exception of some public corporations such as the port authorities, Western Power and 
Water Corporation. Up to December 2006, the Government has exempted 50 agencies (See 
Table 1). There is an expectation that, sometime in the future, exempted agencies will be 
required to match the service benchmarks achieved by the fully operational shared services 
centres. 

Shared Services 
Centre Client agencies receiving corporate services

Health Corporate 
Network 

Department of Health, Metropolitan Health Service, Western Australian 
Country Health Service, Peel Health, WA Drug and Alcohol Authority, WA 
Health Promotion Foundation, Offi ce of Health Review, Queen Elizabeth II 
Medical Centre Trust

Education and 
Training Shared 
Services Centre

Department of Education and Training, TAFE Colleges, Curriculum Council, 
Department of Education Services, Country High Schools Hostels Authority, 
Public Education Endowment Trust

Offi ce of Shared 
Services

Approximately 90 agencies:
The fi rst agencies to migrate to Shared Services are: Department of Fisheries, 
Economic Regulation Authority, Western Australia Gas Disputes Arbitrator, 
Racing Penalties Appeal Tribunal, Gaming Commission of Western Australia, 
Department of Racing, Gaming and Liquor, Pilbara Development Commission, 
Industrial Relations Commission, Department of Culture and Arts and fi ve 
associated portfolio agencies.

Exempted 
Agencies

Approximately 50 agencies including:
Corruption and Crime Commission, Governor’s Establishment, Legal Aid 
Commission of WA, Legislative Assembly, Legislative Council, Parliamentary 
Services Department, Metropolitan Cemeteries  Board, Racing and Wagering 
WA, Western Australian Coastal Shipping Commission, Police Service, 
Lotteries Commission, Offi ce of the Auditor General and corporatised agencies 
such as Electricity Authorities, Water Corporation, Insurance Commission of 
Western Australia, LandCorp, Port Authorities and Government Employees 
Superannuation Board.

 Table 1: Three Shared Services Centres (SSCs), their client agencies and exempted 
agencies

 Three SSCs have been established to provide corporate services to the Western Australian public 
sector. Around 50 agencies have been exempted from joining a SSC to date.

Source: OAG 
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 Responsibility for corporate services reform
 In terms of the Financial Management Act and the Public Sector Management Act, the 

agencies responsible for corporate services reform are:

  Department of Health, for the Health Corporate Network

  Department of Education and Training, for the Education and Training Shared Services 
Centre

  Department of the Premier and Cabinet, for the whole-of-government reform and the 
shared services centre for non-health and education agencies (up to 1 July 2005)

  Offi ce of Shared Services, for the whole-of-government reform and the shared 
services centre for non-health and education agencies (from 1 July 2005 to 
31 December 2006)

  Department of Treasury and Finance, for the whole-of-government reform and the 
Offi ce of Shared Services (from 1 January 2007).

 The governance of the shared corporate services project is explored further in a later 
section of the Report (see page 30).

Examination Focus and Approach
 This report examines the implementation of the shared corporate services reform in 

Western Australia up to April 2007. We have not assessed the achievement of benefi ts 
as it is too early for this. Nor have we examined contractors’ performance. We focused 
on government agencies and the progress made so far and the challenges that remain for 
successful implementation, as well as considering the potential for the eventual realisation 
of benefi ts.

 In our examination, we included all three shared services centres listed in Table 1, as well 
as a sample of line agencies that have ‘rolled-in’ to a shared services centre, or were about 
to ‘roll-in’. These agencies were:

  Department of Fisheries

  Department of Agriculture and Food

  Department of Culture and the Arts

  Main Roads Western Australia

INTRODUCTION ... CONTINUED
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  Department of the Premier and Cabinet 

  Central TAFE

  North Metropolitan Area Health Services

 Our approach included:

  researching experiences of shared services in other jurisdictions

  examining key project documents from each of the shared services centres, including:

  Shared Corporate Services Project – Executive Summary, the original business 
case and high level implementation plan

  budget statements, annual reports, and internal fi nancial and performance 
reporting

  implementation and project plans

  communications to agencies

  internal audit reports and project reviews

  interviewing senior managers from shared services about implementation 

  interviewing and surveying line agencies about their implementation experiences. We 
consulted a sample of agencies that have ‘rolled-in’ or were about to ‘roll-in’ to a shared 
services centre, or who were expecting to be among the fi rst agencies to ‘roll-in’

  interviewing senior managers at central agencies responsible for the oversight of shared 
services.
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Findings
  Implementation of the whole-of-government shared services reform is more than 

two years behind schedule.

  To date, only two of the three components of the integrated corporate services system 
have been established – fi nance and procurement. 

  Successful development of the third component of the integrated system – the 
human resource component – is under serious threat from a range of technical and 
management issues. A common integrated system with all three components is a 
critical element of the shared services reform.

  The implementation of an electronic document management system has failed at 
HCN, but is continuing to be implemented at OSS.

  The implementation problems are creating immediate ineffi ciencies. One estimate is 
that the problems are costing $400 000 per month at OSS alone. The ineffi ciencies 
include:

  Agencies are rolling-in to OSS on just the two delivered components. This has 
required OSS to operate separate human resource systems for each agency using 
the agency’s existing system

  HCN is running multiple instances of its human resource system, and manually 
handling large volumes of paperwork due to the lack of an electronic records 
management system

  ETSSC is proposing to enhance its existing fi nancial and human resource 
systems.

  The temporary solutions to the implementation problems will reduce the intended 
benefi ts of reform if they become permanent.

  The temporary solutions have not been based on analysis of benefi ts and costs to the 
whole-of- government shared services reform.

  Some aspects of shared services have been implemented successfully. HCN and 
ETSSC have substantially met the implementation schedules set out in their own 
business plans.

Successful implementation of 
shared services reform is under 
serious threat



AUDITOR GENERAL FOR WESTERN AUSTRALIA

SHARED SERVICES REFORM: A WORK IN PROGRESS 19

Recommendations
  In moving to the future and developing their revised implementation plan for 

shared services, DTF, DOH and DET should consider:

  the impact of each departure from the original government approved 
implementation plan on the costs and benefi ts of shared services reform. In 
particular, if the integrated business solution is not implemented, this should 
be the result of a deliberate decision based on analysis of potential future 
savings and other long term benefi ts, as well as the immediate project costs 
and implementation time frames

  the cumulative impact of all departures from the plan on long term costs and 
benefi ts of reform.

Only two components of the critical common integrated 
system have been delivered – fi nance and procurement
 Government reported in November 2006, that the implementation of the whole-of-

government shared services reform is two years behind schedule. The delay is due to the 
non-delivery of a critical element of the implementation plan – the common integrated 
fi nance, procurement and human resource system (the integrated system). The milestone 
for completion of all components of the integrated system is more than two years behind 
schedule already. As a result, successful implementation is under serious threat.

 The integrated system, also referred to as the ‘whole-of-government business solution’, 
is the mechanism by which all three shared services centres are to achieve the high levels 
of consolidation, automation, standardisation and simplifi cation necessary to deliver cost 
savings and other benefi ts (see Figure 2). 
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 Figure 2: Relationship between the integrated system and delivery of the benefi ts 
of shared services reform

 The integrated system is central to achieving the full benefi ts of the shared services reform 
envisaged by government and agencies.

Source: OAG

 As a consequence, implementation is more than two years 
behind schedule

 In June 2005, DTF contracted Oracle Corporation Australia Pty Limited to provide an 
integrated fi nancial, human resource and procurement system, and ASG (Asia Pacifi c) Pty 
Ltd to provide the infrastructure to support it. 

 The original implementation plan required Oracle to deliver the integrated system to OSS 
fi rst; HCN and ETSSC would adopt it once it became fully operational. Agencies were to 
begin rolling-in to OSS using the integrated system in July 2005, which was unachievable 
partly due to the longer than anticipated procurement process. Government subsequently 
postponed roll-in to March 2007. However, at 1 May 2007 the integrated system had still 
not been delivered. 

 Table 2 summarises implementation progress against the original and the most recent 
revised implementation milestones and targets.

Integrated System
The Whole-of-

Government Business 
Solution

Automation Consolidation

Simplifi cation Standardisation

Delivers
integrated electronic 
systems that minimise 
manual handling, 
duplication of effort 
and human error
shared staff and 
common 
IT systems
common streamlined 
processes and practices

•

•

•

Benefi ts
Cost savings
Economies of scale
Greater transparency of 
costs and performance
Greater responsiveness 
to Machinery of 
Government changes
Centres of excellence
Enhanced development 
and career opportunities 
for corporate services 
staff
Better services to 
agencies
Enable agencies to focus 
on strategic management 
and core service delivery

•
•
•

•

•
•

•

•

SUCCESSFUL IMPLEMENTATION OF SHARED SERVICES REFORM IS UNDER 
SERIOUS THREAT ... CONTINUED
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Original 
December 

2003

Latest revisions 
up to 

November 2006

Actual at 
30 April 2007

First agencies 
‘go live’ using a single 
integrated fi nance/ 
procurement/HR 
system at OSS

July 2005 March 2007

Integrated system not yet 
delivered.

8 agencies have rolled-in 
to OSS on separate 
fi nance/procurement and 
human resource systems

Commence harvest of 
full net savings July 2007 July 2009 ---

Shared Services 
Project Funding $91 million* $198 million $131 million spent

Whole-of-Government 
net savings per year

$50 million
from 2007-08 

$55 million
from 2009-10

$2.5 million 
in 2006-07

 * This is $82 million project funding, plus $9 million budget appropriation in 2003-04 for the Functional 
Review Implementation Team.

 Table 2: Summary of Shared Corporate Services Project implementation 
milestones and targets against actual progress at 30 April 2007

Source: OAG

 The human resource component of the integrated system is 
the main problem

 To date, Oracle has delivered a system that integrates fi nance and procurement functions, 
but not the complete human resource component. The contractor is required to design, 
build and test a human resource system that provides payroll functions for 30 of the 70 
different employment awards and agreements operating in the WA public sector. The whole 
integrated system was to be completed by the end of April 2006. So far, only three of the 
required awards for the human resource component have been delivered. Government is 
currently considering options about how best to deal with the delay and unfulfi lled contract 
obligations.

 Both technical and management issues have contributed to the slow development of the 
human resource component. For example, the diversity of provisions within the public 
sector awards was underestimated. This made the programming task more time consuming 
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and complex than expected. Staffi ng and management issues have also been a factor. In a 12 
month period spanning 2005 and 2006, there has been frequent turnover of key contractor 
personnel in some critical areas of this work. This included 10 different personnel in the role 
of technical lead for developing the employee leave functionality, a change in the Oracle 
project director and the introduction of a new Oracle human resource project manager.

 The implementation of an electronic document management 
system has failed at HCN

 An Electronic Document and Records Management System (EDRMS) has not been 
implemented at HCN. The EDRMS is required to minimise manual handling of the high 
volumes of documents involved at HCN and to enhance their workfl ows.

 DTF contracted Alphawest Services Pty Ltd to implement an EDRMS at OSS and HCN using 
a proprietary Hummingbird system. In early 2006, HCN proceeded with implementation 
independently from OSS, because it was already operating its shared services centre and its 
model relies heavily on an EDRMS, as discussed later in this report.

 At March 2007, a workable EDRMS had not been implemented at HCN and the risk of 
proceeding with Hummingbird was considered too high. DTF terminated the contract 
in respect to HCN, suspended the remainder of its contract until 30 June 2007 pending 
demonstration of a working EDRMS, and issued a warning on the purchase of the latest 
version of the Hummingbird product from the Common Use Arrangements. The suspension 
of the contract gives time for outstanding issues to be corrected so that the EDRMS can still 
be used by OSS.

 This unsuccessful implementation of an EDRMS has adversely affected HCN, which has 
advised that it will take at least another year to implement an alternative product. The 
experience has provided HCN with a better understanding of the specifi cations required 
of an EDRMS to meet its needs. Nevertheless, it has paid just over $100 000 in consulting 
fees and OSS have paid at least $200 000 in licensing fees for an EDRMS which has not 
yet been implemented. The EDRMS is due to be installed in a test environment at OSS by 
30 June 2007.

SUCCESSFUL IMPLEMENTATION OF SHARED SERVICES REFORM IS UNDER 
SERIOUS THREAT ... CONTINUED
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The implementation problems are costing an estimated 
$400 000 per month

 The split roll-in of agencies to OSS has created immediate 
ineffi ciencies and is costing an estimated $400 000 per month

 As a result of the human resource and payroll function not being implemented as discussed 
above, OSS has temporarily moved away from using a single integrated system. In 
November 2006, the Government agreed that OSS would use a ‘split roll-in’ program. This 
means that until a working HR system is established, OSS will roll-in client agencies to 
the Oracle system for fi nancial and procurement functions only. OSS will provide agencies 
with an HR service using agencies own Alesco/Talent2 system and agencies’ own staff.

 At 30 April 2007, OSS had rolled-in eight agencies on this split roll-in basis. DTF are 
currently revising the roll-in schedule for OSS and re-prioritising the order of agency roll-
in ‘for greater benefi t to government’.

 We understand the need for the split roll-in. The agencies involved had been expecting 
to roll-in for some time, and in some cases there were insuffi cient resources to continue 
operating effectively. For example, the Department of Fisheries reported that had they 
not rolled-in to OSS at the end of 2006, they would have had too few staff to continue 
providing the payroll function in-house.

 However, this move is also a major deviation from the original implementation plan. At 30 
April 2007, OSS was using the Oracle fi nance/procurement system and four separate HR 
systems. This creates immediate ineffi ciencies and potential service delivery problems, 
including:

  OSS will need to put temporary interfaces or work arounds in place to link the fi nance 
and payroll data; these take time and money to build and maintain

  on-going manual handling and non-standardised work processes

  inability to further consolidate and reduce staffi ng levels.

 In early 2006, OSS commissioned consultants to review implementation progress. They 
estimated that the implementation delays are costing $400 000 per month. 
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 The OSS delays have also created ineffi ciencies 
at HCN and ETSSC

 The delays in the delivery of the integrated system have affected operations and 
implementation plans at HCN and ETSSC, as well as at OSS. HCN and ETSSC have 
been independently implementing their shared services centres with their own timelines 
and targets. Their implementation plans assumed that the whole-of-government integrated 
system would be ready by 2008.

 HCN has consolidated staffi ng and operations of most of its client agencies into its shared 
services centre. In doing so, HCN has consolidated the varying HR systems existing at 
these client agencies, reducing the number of systems from 22 to seven. However, HCN 
are unable to consolidate these any further until it migrates to the integrated system being 
developed at OSS.

 This creates immediate ineffi ciencies at HCN. For example, junior medical offi cers 
constantly move around the health system. Since HCN is still operating seven different 
payroll systems, these employees must be ‘hired’ and ‘fi red’ each time they move from 
one hospital or health service to another. Each employee’s details, such as accrued leave 
entitlements, salary packaging and other personnel information, must be calculated, 
removed from one system and re-loaded on another. There are 160 junior medical offi cers 
who rotate up to fi ve times per year. Their movement requires 800 removals from one 
payroll system and 800 additions to another, instead of 160 one-off events. An integrated 
system would eliminate this work, and reduce the potential for human error it creates. 
Nurses also move frequently around the health system, giving rise to similar issues.

 The lack of an EDRMS system is also creating ineffi ciencies for HCN. Approximately 
4 000 documents arrive at HCN by mail, fax and e-mail each day. In the absence of an 
effective EDRMS, staff ‘walk’ documents around the seven fl oor offi ce building and rely 
on manual fi ling systems. File retrieval is slow and ineffi cient. This has repercussions 
for customers. For example, staff must manually search for documents to answer payroll 
enquiries from nurses and other health staff, or to follow-up on purchase orders and 
invoices for suppliers. 

SUCCESSFUL IMPLEMENTATION OF SHARED SERVICES REFORM 
IS UNDER SERIOUS THREAT ... CONTINUED
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 ETSSC is also affected by the delay of the integrated system. ETSSC has relocated existing 
corporate services staff serving schools and rolled-in nine out of 10 TAFE colleges to 
its new shared services centre. However, the roll-in process for the TAFE colleges and 
other education agencies is not complete. Neither has ETSSC yet consolidated the multiple 
instances of the TAFE fi nance and payroll systems. ETSSC advise that they will work 
toward consolidating these systems, but until the integrated system becomes available, 
further staffi ng effi ciencies are limited.

Temporary solutions to implementation problems will 
reduce intended benefi ts if they become permanent
 A number of temporary solutions have been put in place to address the consequences of 

these implementation problems. These are departures from the original implementation 
plan and will reduce the intended benefi ts of the shared services reform if they became 
permanent.

 The temporary solutions already in place or being considered include:

  OSS’s move away from rolling-in agencies on an integrated system to a split roll-in 
process (discussed above)

  HCN are proposing to purchase another human resource system rather than waiting for 
the Oracle integrated system

  ETSSC is proposing to enhance and upgrade its existing human resource systems rather 
than waiting for the Oracle integrated system. 

 If these arrangements became permanent, they would have a signifi cant impact on the 
original case for shared services reform. However, we found no evidence that there had 
been consideration of the cumulative impact of these solutions on the overall project costs, 
or on realisation of long term benefi ts for government. 

 DTF has developed a high level 2008 Strategic Plan for the Offi ce of Shared Services. DTF 
plans to provide the Government with a re-cast business case and revised roll-in schedule 
in October 2007. According to DTF, both will be based on an impact assessment and cost/
benefi t analysis of a revised implementation plan. In moving to the future, DTF, DOH and 
DET should consider the cumulative impact of temporary and permanent departures from 
the original implementation plan on the whole-of-government outcomes.
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Some aspects of shared services have been implemented 
successfully
 Shared services centres have delivered some aspects of the original implementation plan 

for shared services reform, either fully or partially.

 We assessed the extent to which the key features of shared services reform necessary to 
achieve its intended benefi ts are being applied during implementation. Our assessment 
is summarised in Table 3. HCN and ETSSC have substantially met the implementation 
schedules set out in their own business plans. Further discussion follows the table.

Key Features of Shared Services 
that drive benefi ts

Extent to which features have been applied 
(at April 2007)

Automating, by using an integrated 
fi nance, procurement and HR/payroll 
system, and electronic processing

Consolidating staff, services and 
systems

Standardising practices and 
processes

Simplifying by re-engineering 
business processes

The integrated system and the EDRMS have not been 
implemented

Consolidation of staff, services and client agencies’ 
systems: 
10% at OSS (8 agencies of 90)
90% at HCN 
90% at ETSSC. 
No further consolidation expected until integrated 
system is available.

Standardised whole of government chart of accounts 
and common approaches to travel allowances have 
been agreed with agencies

Some simplifi cation has occurred through preferred use 
of corporate credit cards

•

•

•

•

Investing in People by providing 
training and development, and no 
involuntary redundancies

Agencies retain strategic 
decision-making

Being applied, but there are issues that need to be 
addressed, such as:

project fatigue and staff retention in current job market

some lack of agreement with agencies about the 
residual functions that remain within agencies

•

•

Promoting a customer service 
orientation and commitment to 
continuous improvement

Adopting world class standards 
and practices

No disadvantage to regional staff/
communities (exceptions being 
Health and TAFE colleges where 
some redundancies were accepted)

Too early to assess, but there are some warning signs, 
such as 

remote call centres vs. face-to-face assistance perceived 
to reduce customer service

internal OSS audit reports raise issues about ICT 
project documentation

questions about access to internet connections in 
regional areas.

•

•

•

 Table 3: Assessment of extent to which key features driving the shared services 
benefi ts are being applied during implementation, up to April 2007

 Some key features of shared services reform have been successfully implemented.
Source: OAG

SUCCESSFUL IMPLEMENTATION OF SHARED SERVICES REFORM IS UNDER 
SERIOUS THREAT ... CONTINUED
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 Some key features are being successfully implemented. For example, standardising the 
Chart of Accounts across government is a signifi cant achievement, and will provide 
government a whole of sector view of expenditure once it is adopted by all agencies and 
all three shared services centres as intended. This will contribute to greater visibility and 
comparability of service levels, costs and performance across government.

 OSS is also encouraging the use of simpler, standardised processes, such as credit card 
purchases, although in this instance, full standardisation also means that some agencies 
will have to change their current practices.

 Some key features of shared services reform have been 
partially implemented

 The implementation of some key features has been constrained by either external factors 
or unexpected events, as outlined below.

 Investing in people

 There have been no involuntary redundancies in general agencies, and all three shared 
services centres have made a commitment to training and development. However, the 
tight labour market and skill shortages are taking their toll. Staff turnover has been an 
issue in all shared services centres and long serving staff are fatigued. DTF has made a 
commitment to address this issue at OSS as a priority. 

 Agencies retain strategic business decisions

 While agreed in theory, in practice it is not always simple to delineate between the 
transactional, tactical and strategic aspects of fi nancial processes. There is not always a 
common understanding between shared services centres and client agencies about which 
tasks fall into each category. Shared services centres need to work more closely with 
agencies to clarify and agree these boundaries, and therefore the residual functions that 
will remain within agencies. ETSSC has found that detailing services in the Service Level 
Agreements and developing process maps helped to delineate responsibilities.
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 It is too early to assess some key features, but there are 
some warning signs

 We were not able to assess the implementation of some key features because of the still 
early stage of implementation. However, we did note some early warning signs that should 
be addressed as implementation progresses. A discussion of issues follows.

 Customer Focus

 OSS has a call centre for agencies and their suppliers that have rolled-in. However, 
agencies that have not yet rolled-in do not have an equivalent ‘hotline’ to assist them with 
pre-roll-in issues. OSS advise that there are Transition Team contacts for these agencies to 
assist them with their enquiries.

 HCN has set up a 1300 number and complaints database to respond to customers. However, 
at times, agencies and customers perceive that the assistance is too remote from their 
business, and report that response times are too long. As well as the call centre, there is a 
need for face-to-face liaison with customers at agencies to better manage the perception of 
remoteness.

 Adopting World Class Standards 

 OSS internal audit raised issues regarding management and documentation of controls 
during development and testing of the fi nance/procurement system. An external reviewer 
commissioned by OSS, reported that there had been a lack of discipline in project 
management and insuffi cient project integration. The reviewer concluded that these issues 
had contributed to implementation delays. The issues are being addressed.

 Disadvantage to regional staff and communities

 Generally speaking, the shared services model developed relies on having access to 
internet services. This is not always available in remote and regional areas of the state. For 
example, credit card facilities are not always available, in spite of this being the preferred 
and most cost effective method of purchase.

 In addition, one agency reported that some regional customers may be disadvantaged due 
to required changes to long standing practices, such as the shared services requirement for 
daily banking. For small offi ces with one employee that previously banked once weekly, 
this means closing for a period each day to do the banking. This may be perceived by 
regional customers as a reduction in service availability.

SUCCESSFUL IMPLEMENTATION OF SHARED SERVICES REFORM IS UNDER 
SERIOUS THREAT ... CONTINUED
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Findings
  The shared services reform model was ambitious and high risk. However, the 

governance arrangements were inadequate. Although they provided across agency 
consultation, they did not provide active oversight and management.

  There are multiple reasons for the implementation problems, including:

  weaknesses in project management leading to uncertainty for agencies

  the increasingly complex software development requirements

  high turnover of key contractor staff and skill shortages within agencies.

  New governance arrangements were established in January 2007. These arrangements 
aim to improve performance and accountability by allocating clear responsibility for 
the whole-of-government reform to the Under Treasurer.

  There is still little coordination between the three shared services centres.

  There has been little transparency of performance information and this is likely to 
continue.

Recommendations
  DTF, DOH and DET should ensure that the operational arrangements for the 

shared services centres prevent cross subsidisation of costs between the centre and 
the host agency. 

  DTF, DOH and DET should ensure that both fi nancial and performance information 
about the shared services centres are monitored and reported separately to:

  provide transparency of costs, which are the basis of charging other agencies 
for services

  allow benchmarking against each other and against services in other 
jurisdictions

  There should be ongoing coordination between the three shared services to ensure 
that they achieve the greatest possible benefi ts from using common systems and 
standardised processes and practices.

  There should continue to be shared responsibility for the progress and operations 
of the shared services centres as a whole-of-government initiative. 

Governance was passive, but the new 
arrangements aim to address this
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The shared services reform model was ambitious and 
high risk, and the governance arrangements were 
inadequate
 Government has acknowledged that WA’s shared services model is a large and complex 

undertaking. The model shares characteristics with other high risk ICT projects, and has 
the added complexity of across sector change management (see Figure 3). We found that 
the whole-of-government governance arrangements were not adequate to oversee such an 
ambitious and high risk project.

 Figure 3: The WA Shared Services Model Comprises a High Risk ICT Project 
and Whole-of-Government Change Management

 WA’s shared services reform model combines the characteristics and challenges of a high risk 
ICT project with across sector change management.

Source: OAG

Common characteristics of 
High Risk ICT Projects

innovative/unproven technology
replacement of multiple, 
unconnected legacy systems
big bang rather than staged 
implementation approach
sense of urgency driving 
over-optimistic scheduling
addresses complex 
business problems

•
•

•

•

•

Whole-of-Government 
Change Management calls for

political will and 
a strategic focus
shared accountability
commitment from top and 
middle management
mutual trust and benefi ts among 
agencies
support and training 
for affected staff

•

•
•

•

•

GOVERNANCE WAS PASSIVE, BUT THE NEW ARRANGEMENTS AIM TO 
ADDRESS THIS ... CONTINUED
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The previous governance arrangements enabled cross 
agency consultation, but not active oversight

 Governance arrangements aimed for collective responsibility
 According to the Government endorsed plan, ‘a robust governance model, incorporating clear 

accountabilities and good governance practice’ is critical to a successful implementation. 
In addition to clear accountability, proponents of ‘joined-up’ government, recommend that 
whole-of-government initiatives require collaborative governance mechanisms to ensure 
success. In December 2003, Government approved governance arrangements that assigned 
shared ‘accountability’ to a committee rather than to individual Directors General. 

 Accordingly, the Strategic Management Council of Directors General, chaired by the 
Premier, established a permanent sub-committee, the Whole-of-Government Steering 
Committee (WoGSC), to oversight the shared services reform (see Figure 4). The WoGSC 
was chaired by the Director General, DPC, with the Under Treasurer as deputy chair. 
It had ‘overall accountability for implementation and operation of shared services, and 
for achievement of outcomes’. The WoGSC structure gave Directors General and Chief 
Executive Offi cers collective responsibility for the implementation of shared services. 

 This forum proved to be an effective consultation mechanism. For example, the WoGSC 
contributed to and supported the establishment of a whole-of-government chart of 
accounts, and advised OSS on decisions regarding the management of archival records and 
the standardised treatment of travel allowances.
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 Figure 4: Previous Governance Framework for the Shared Services Reform
 The Whole-of-Government Steering Committee (WoGSC) reported to Government via the 

Strategic Management Council, but decisions were made by the Government. The WoGSC 
comprised Directors General and Chief Executive Offi cers representing the governing councils 
of each of the shared services centres, Employing Authorities of shared services centres, as well 
as the Director General, DPC (chair) and Under Treasurer, DTF (deputy chair) and Director 
General, DOCEP. The Executive Director, OSS also directed the Program Offi ce, reporting to 
the WoGSC on behalf of the three shared services centres, and responded to requests for action 
by the WoGSC.

Source: OAG 

GOVERNANCE WAS PASSIVE, BUT THE NEW ARRANGEMENTS AIM TO 
ADDRESS THIS ... CONTINUED
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 Individuals retained statutory accountabilities for shared 
services

 The whole-of-government governance arrangements existed alongside the already 
established accountabilities of Directors General and Ministers as set out in Figure 5. 
In practice, these accountabilities took precedence over the WoGSC governance 
arrangements.

 Figure 5: Accountability for Shared Services under the Financial Management 
Act (FMA) and Public Sector Management Act (PSMA)

 Several Ministers and Directors General and Chief Executive Offi cers have statutory 
responsibility for shared services. In addition, while not shown in the above fi gure, Ministers 
and Directors General and Chief Executive Offi cers for the client agencies of OSS, HCN and 
ETSSC also have responsibilities under the FMA and PSMA for the corporate services that are 
being provided to them by the shared services centres. 

Source: OAG
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 The Government endorsed business plan states that successful implementation of the 
shared services reform depends on strong leadership and championing by Government, 
Directors General, Chief Executive Offi cers and Heads of Corporate Services. 

 We found that the Directors General, Chief Executive Offi cers and Heads of Corporate 
Services that we met with were championing the shared services reform within their 
agencies, and believed that there would be long term benefi ts. They demonstrated their 
commitment by contributing resources and time to the implementation process, and by 
making staff reductions as requested. 

 Governance was not active
 The WoGSC did not take active responsibility for the successful implementation of the 

shared services reform, as might a board of directors with individual and collective legal 
responsibilities. Though regularly informed about progress of the reform at OSS, there was 
a lack of action in response to major implementation issues. For example:

  No request by WoGSC to revise the original implementation roll-in schedule (that is, 
commencing roll-in of agencies by July 2005) was made until April 2005. This was 
in spite of the WoGSC knowing in late 2004 that a signifi cant milestone had been 
missed. The missed milestone was the procurement of the common integrated system, 
originally scheduled to be fi nalised by September 2004, but contracts were not signed 
until June 2005.

  No action or further assurance was requested by WoGSC in response to signifi cant 
warning signs about implementation progress. This was in spite of warning signs for 
‘design, build and test’ and ‘transition’ aspects of the implementation plan at OSS 
fi rst being reported in January 2006, and followed by ongoing delays for the next 10 
months. 

 Furthermore, there was no action requested by the WoGSC in response to progress of 
implementation at HCN and ETSSC. This was despite these shared services centres also 
being part of the whole-of-government reform, and there being a need for a coordinated 
approach to deliver the intended benefi ts to government. Our examination found that HCN 
and ETSSC progress reports to the WoGSC contained minimal information and their 
implementation status never changed in spite of HCN’s concerns with the EDRMS, and 
ETSSC’s diffi culties regarding TAFE college roll-ins. 

GOVERNANCE WAS PASSIVE, BUT THE NEW ARRANGEMENTS AIM TO 
ADDRESS THIS ... CONTINUED
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There are many reasons for the implementation 
problems
 There are a number of reasons for the implementation problems experienced to date. In 

early 2006, OSS commissioned consultants to review implementation progress at OSS. 
The consultant’s April 2006 report concluded:

  “There is no single cause for these [implementation] delays. Rather they result from a 
combination of:

  unanticipated / external events

  underestimation of the complexity of requirements

  underestimation of the effort / resources needed

  ineffective communication

  lack of controls / lax project management”

 Some of the other reasons we identifi ed were: 

  weaknesses in project management as highlighted in the consultant’s review above, 
leading to uncertainty for agencies and reducing confi dence in OSS’s capacity to 
deliver services. OSS has recently contracted a Project Director from an international 
consultancy fi rm to establish a project offi ce and provide a dedicated project 
management service

  the complex software development requirements, such as the diverse application 
of awards discussed earlier in this report, and the interfaces needed to connect with 
agencies’ existing systems

  high turnover of key contract staff and skill shortages within agencies. OSS reported 
high turnover of key contractor staff working on the essential integrated system. 
Agencies advised that many of their experienced fi nance and HR staff left early in the 
reform process to join shared services centres or the private sector. The state-wide skill 
shortages have further exacerbated staffi ng problems. 
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The new arrangements allocate responsibility to DTF 
and aim to improve performance
 The new arrangement allocates responsibility for shared services reform and the Offi ce of 

Shared Services to the Under Treasurer, to drive the whole-of-government reform. This 
change aims to improve implementation performance.

 Figure 5 shows that, in July 2005, the Director General, DPC delegated powers under s33 
of the PSMA to the Executive Director, OSS, who was appointed the Accountable Offi cer 
under s52(4) of the Financial Administration and Audit Act 1985 by the Treasurer. In 
January 2007, the Government transferred responsibility for OSS to DTF. 

 The Government also revised the structure of the WoGSC to one that comprised four 
Directors General to monitor performance of the reform. The Under Treasurer (formerly 
the deputy chair of the WoGSC) chairs the new restructured committee. The committee’s 
membership will not be static, but will comprise Directors General of departments about 
to roll-in to OSS. 

 The Under Treasurer has invited the Director General, Department of the Attorney General 
and Commissioner, Department of Corrective Services, Commissioner, Main Roads and 
the Director General, Department of Racing Gaming and Liquor as the fi rst members of 
the new committee, called the Shared Services Governance Council. Invitations have also 
been extended to the Director Generals of DOH and DET as the departments responsible 
for the HCN and ETSSC. The Executive Director, Offi ce of Shared Services and the newly 
appointed Project Director also attend meetings. 

There is still little coordination between the three 
shared services centres 
 The previous structure had no formal mechanisms for coordinating the three shared 

services centres and this is still the case under the new arrangements. 

 Eventually all three shared services centres are expected to operate using a single contract 
for the common integrated system. This will allow them to leverage off the common system 
and standardised processes and practices to realise maximum savings for government. 
For this to happen, it is necessary to maintain ongoing coordination between the three 
shared services centres during implementation. As evidenced earlier, temporary solutions 
have already been implemented without consideration of their impact on the whole-of-
government reforms.

GOVERNANCE WAS PASSIVE, BUT THE NEW ARRANGEMENTS AIM TO 
ADDRESS THIS ... CONTINUED
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 Under the former governance arrangements, the OSS had a coordinating role across the 
three shared services in terms of reporting to the WoGSC (see Figure 4), but the WoGSC 
did not provide active across government oversight. While the general managers of the 
three shared services centres have shared information and ‘lessons learned’, operationally 
speaking they have developed independently, followed their own business cases and 
reported directly to their respective accountable offi cers (see Figure 5). 

There has been little transparency of performance 
information and this is likely to continue
 There has been poor visibility of the shared services centres’ performance to date in budget 

statements and annual reports, and this is likely to continue under the new governance 
arrangements.

 Eventually the operations of shared services centres are intended to be cost neutral to 
government and paid for by client agencies on a fee for service basis. Given this, DTF, 
DOH and DET should ensure that both fi nancial and performance information about the 
shared services centres are monitored and reported separately to:

  provide transparency of costs, which are the basis of charging other agencies for 
services

  allow benchmarking against each other and against services in other jurisdictions.

 Furthermore, the shared services centres should operate as independent business units 
within their host agencies to prevent potential cross subsidisation.

 Between 2003 and 2005, the Functional Review Implementation Team (FRIT) managed day 
to day implementation of the shared corporate services reform. FRIT was an administrative 
unit within DPC, and as such its performance was not visible in the budget statements or 
annual reports.
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 In July 2005, implementation became the responsibility of the newly established Offi ce of 
Shared Services (OSS), an independent entity, with some, but not all the statutory powers 
of a department. Since its establishment, OSS performance reporting has been limited:

  in 2005-06, OSS operated for the full year without a published budget or key 
performance indicators (KPIs)

  in January 2007, OSS ceased to be an independent entity and was transferred to DTF 
as a business area within the department. A fi nal annual report including fi nancial 
statements was tabled in Parliament in March 2007

  OSS has been transferred mid 2006-07 budget cycle and is no longer required to report 
a separate budget or KPIs

  it is unclear how transparent OSS performance will be as a business area within DTF. 
(DTF may have specifi c KPIs for OSS as a business area, but OSS fi nancial reporting 
will be limited). 

 Similarly, HCN and ETSSC’s fi nancial and performance reporting are not visible, as they 
too are contained within the reports of their larger host entities. 

GOVERNANCE WAS PASSIVE, BUT THE NEW ARRANGEMENTS AIM TO 
ADDRESS THIS ... CONTINUED
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Findings
  Government has allocated $198 million for the shared services reform to 2008-09. 

This is $20 million more than reported to Parliament last November.

  The project costs do not include individual agency contributions, the total of which 
is unknown but likely to be in the millions of dollars.

  The additional agency contributions, if received as supplementary funding from 
government, will reduce returns from the shared services project.

  DTF is planning to provide a re-cast business case to the Government in October 
2007. It will include a revised project budget and forecast returns.

  DTF has refunded to agencies $19 million of the $34 million harvested savings in 
2006-07. 

Recommendations
  DTF should report approved supplementary funding provided to agencies for 

implementation of shared services. 

Government has allocated $198 million to shared services 
reform, $20 million more than has been reported
 Government has allocated total project funding of $198 million for the shared services 

reform to 2008-09. 

 On 29 November 2006, the Treasurer advised Parliament that due to project delays there 
would be an increase in project funding of $56 million ($22 million, plus $34 million 
in foregone revenue). It was reported that this funding was in addition to the previously 
approved project funding of $122 million. 

Reform costs will be higher and 
returns are being revised
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 We found that the total allocated project funding prior to the November 2006 
announcement was actually $142 million, which includes $20 million more 
than was reported to Parliament in November 2006. Table 4 shows the funding 
allocations made for the shared services project from 2003-04 through to 
2008-09. It includes an amount appropriated to OSS as ‘offset funding against projected 
savings’ for 2006-07 to 2008-09. These funds were to meet the costs of operating until 
agencies rolled-in.

Purpose of Funding Funding Mechanism 
and Date

Amount 
($M)

Functional Review Implementation Team Budget appropriation 
2003-04 9 

Initial funding for Shared Corporate 
Services Project

Cabinet decision 
December 2003 82

OSS Establishment Cabinet decision  
December 2004 7

OSS Staffi ng Cabinet decision  
December 2004

20

Additional system modules for 
Procurement Reform

DTF/DPC fund transfer 
June 2006 4

Offset funding against projected savings Budget appropriation 
2006-07 to 2008-09 20

Total allocations prior to November 2006 142

Increased funding due to delays Cabinet decision 
November 2006 56

Revised total allocations 
after November 2006 198

 Table 4: Government allocation for the shared services reform from 2003-04 to 
2008-09

 Table 4 shows the FRIT budget appropriation for 2003-04 and Government’s initially approved 
project funding of $82 million in December 2003 to implement the shared services reform, and 
subsequent funding. OSS advised that $20 million was appropriated as offset against projected 
savings for operating services. This appropriation was not included in the previously approved 
project funding of $122 million that was reported in Parliament in November 2006. 

Source: OAG and OSS

REFORM COSTS WILL BE HIGHER AND RETURNS ARE BEING REVISED ... 
CONTINUED
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The project costs do not include agency contributions, 
the total of which is unknown but likely to be in the 
millions of dollars

 Agencies have spent more than expected on implementation
 There has not been any additional cost to government other than that which has been 

discussed above. Nevertheless, client agencies have also spent funds on implementation 
from their existing budget allocations. Agencies reported that they had spent more than 
they anticipated. Our examples indicate that these costs are considerable and if extrapolated 
across government could be several millions of dollars. 

 A few examples of agency spending directly related to the implementation of shared 
services follow.

  Main Roads Western Australia has maintained a dedicated shared services project team 
since 2004, in anticipation of being one of the pilots for early roll-in to OSS in January 
2006. The team is still being maintained in anticipation of a November 2007 roll-in. 
The expenditure associated with the project team has exceeded $550 000. However, 
this can be offset against $1 million that Main Roads has saved by not replacing its 
fi nance system, as planned prior to the shared services reform.

  Department of Culture and the Arts has engaged a project manager and support staff 
dedicated to the shared services project at a cost of $250 000. The Department expects 
to roll-in to OSS in May 2007.

  The Department of the Premier and Cabinet (DPC) have engaged an additional 2.5 full 
time equivalent consultants at a cost of $250 000 to assist it prepare for roll-in to OSS. 
DPC plan to employ an additional contractor in 2007-08 at a further cost of $100 000.

 Since the beginning of implementation, agencies have expected to contribute resources to 
the shared services reform. Some of these activities were considered the normal costs of 
doing business, and were not uniquely related to the shared services implementation, such 
as data cleansing and auditing of fi nancial and human resource records. This should be 
done regularly as a matter of good practice. 
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 Other pre-roll-in activities required skills not necessarily held by existing fi nance and HR 
staff, such as mapping data and processes from the existing system to the new system 
at OSS, and re-engineering of processes where required. To complete these pre-roll-in 
activities, some agencies have needed to employ additional contract staff. Recruitment and 
retention at agencies has been exacerbated by the state-wide skills shortages and the fact 
than many experienced staff have already been employed by OSS. 

 DET has also spent more than expected on implementation
 DET has supplemented funds from the whole-of-government project budget with 

additional funds to help with the implementation of ETSSC, its shared services centre. 
For example, the establishment of ETSSC has involved capital costs of $6.54 million. Of 
this, $3.38 million was funded by OSS and the remaining $3.26 million was from DET 
appropriations. 

 The implementation delay to 2009 has created further 
expenses for agencies 

 The implementation delay at OSS, as discussed earlier in the report, has given rise to 
additional spending by agencies waiting to roll-in. It has also created further expenses for 
HCN and ETSSC. As mentioned earlier, a review of implementation estimated that the 
delays created additional costs of around $400 000 per month at OSS. 

 Furthermore, the delay at OSS has meant that the other shared services centres and 
agencies have had to forego anticipated effi ciencies and productivity improvements that 
otherwise they would have gained. Both shared services centres have requested a deferral 
of their savings targets in recognition of the additional staff required to maintain services 
in the interim. HCN have requested deferral of $3.5 million, and ETSSC have requested a 
deferral of an unspecifi ed amount.

 Agencies have repeatedly experienced delays in roll-in. The continued uncertainty about 
roll-in schedules has exacerbated agency diffi culties, made it hard for them to plan, and 
limited their ability to put strategies in place to minimise expenses. For example, since 
February 2007, Department of Culture and Arts has experienced week by week and even 
daily updates of their roll-in date. The latest revised date is for mid May 2007. 

 Some examples of agencies’ expenses associated with the delays are outlined in Table 5. 
These few examples total over a million dollars.

REFORM COSTS WILL BE HIGHER AND RETURNS ARE BEING REVISED ... 
CONTINUED
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Type of expense Agency examples

ICT related expenses

Maintenance and upgrades to 
agency legacy systems were 
suspended pending roll-in to 
the integrated shared services 
system. This has reduced the 
functionality and applicability 
of the products to changing 
business needs. 

The risks of legacy system 
failures in many agencies 
are steadily increasing in the 
meantime. To manage the risks, 
some agencies are developing 
work arounds, which are 
creating further expense.

LATTICE provides the base application for the 
Department of Health’s existing human resource 
system. Support for this product ceases in June 2008. 
The integrated system being developed by Oracle at 
OSS was originally expected to be implemented at HCN 
in June 2006, but has been deferred to 2009. By June 
2008, HCN will be at risk of not being able to deliver 
human resource services to its client agencies. To 
manage the risk in the short term, HCN have retained an 
internal LATTICE maintenance and support team with 
three FTE at a cost of $420 000 per year. This team will 
remain in place longer than anticipated, until HCN is 
able to migrate to a new human resource system. This 
represents a foregone saving.

In anticipation of rolling-in to OSS in late 2006, Main 
Roads reduced its usual three year fi nancial system 
licensing/support/maintenance contract to one year 
terms. This has increased these costs from $40 000 per 
year to $125 000 per year. For the same reasons, the 
human resource system license/support/maintenance 
fees have increased by $15 000 per year (from $30 000 
to $45 000).

Because the Department of Agriculture and Food did 
not roll-in to OSS in 2006 as originally planned, it has 
had to negotiate an extended maintenance agreement for 
their now out of support fi nancial system. The cost for 
2006-07 is $124 000. 

Premature roll-in activity

Training effort has been wasted 
with project teams preparing for 
a roll-in date that is subsequently 
postponed.

Initially scheduled to roll-in to OSS in 2006, the 
Department of Agriculture and Food has disbanded its 
Shared Services Project Team comprising 17 people. It 
will need to re-establish a new team when a revised roll-
in date is fi nally determined. However, only fi ve of the 
original 17 members of the project team are still currently 
available, which means most of the previous training 
effort has been wasted. The agency spent $721 000 
to 30 June 2006 on shared services implementation 
activities.

 Table 5: Types of delay related expenses and agency examples
Source: OAG 
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 The delays have also created non-fi nancial consequences
 Due to the uncertainty associated with repeated extensions to implementation timelines, 

agencies and shared services centres have reported low staff morale, and diffi culties 
in maintaining project momentum and managing staff fatigue. These diffi culties are 
compounded by staff shortages. Issues reported include: high staff turnover, raised 
expectations of staff who are acting in higher positions temporarily, and diffi culties with 
recruiting and retaining skilled contract staff.

Agencies expenses, if paid by supplementary funding 
from government, will reduce returns from the shared 
services reform
 Agencies’ greater than expected expenses, discussed above, are not an additional cost to 

government unless additional funding is provided by government for this purpose. So far, 
agencies have paid these expenses from their existing budget allocations. 

 Given this, DTF should collect and report on the additional costs if and when agencies submit 
and have supplementary funding requests approved. This will maintain transparency, and 
provide government with a whole-of-government view of the costs of the shared services 
project to match the whole-of-government view of savings.

 If this happens, the additional agency expenses will become a project cost and will reduce 
the overall return expected from the shared services reform. The impact of this could be 
signifi cant. DTF advised that they are submitting a more ‘realistic’ roll-in schedule and a 
‘re-cast’ business case to Cabinet by October 2007. The submission will include a revised 
project budget and implementation timeline.

REFORM COSTS WILL BE HIGHER AND RETURNS ARE BEING REVISED ... 
CONTINUED
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DTF has refunded $19 million of the harvested savings 
to agencies
 In anticipation of the completed implementation of shared services by December 2006, 

DTF harvested savings totalling $34 million from relevant agency budgets as part of the 
2006-07 budget process. However, recognising the implementation delays, agency budgets 
were adjusted so as to refund a portion of the harvest. 

 DTF refunded agencies an amount totalling $19 million based on calculations provided by 
OSS. This was either all or a proportion of the agency’s harvested savings depending on its 
expected roll-in date in 2007. Funds returned to agencies represent a reduction in savings. 

 In the 2007-08 budget process, DTF harvested savings totalling $55 million from agencies’ 
budgets. Refunds may be considered as part of the 2007-08 mid year review, based on a 
revised roll-in schedule.
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Audit Results Report – Universities and TAFE Colleges 
– Other audits completed since 16 October 2006
– Legislative Changes and Audit Practice Statement 2007 4 April 2007

Second Public Sector Performance Report 2007 4 April 2007
– Major Information and Communications Technology Projects – Performance Examination
– Security of Wireless Local Area Networks in Government

Public Sector Performance Report 2007 28 March 2007
– Arrangements for Managing the Performance of Chief Executive Offi cers
– Prompt Payment by Government
– Management of Consumer Protection Investigations

Having your Say: Public Participation in Government Decision-Making 28 February 2007

2006
Room to Move: Improving the Cost Effi ciency of Government Offi ce Space 22 November 2006

Audit Results Report by Ministerial Portfolios at 16 October 2006 25 October 2006

Management of Ramsar Wetlands in Western Australia 13 September 2006

Second Public Sector Performance Report 30 August 2006
– Western Power Senior Executive Payouts
– Informing the Public: Providing Information on the Timeliness of Services
– Setting Fees – Extent of Cost Recovery – Follow-up

Procurement Reform: Beyond Compliance to Customer-Focus 28 June 2006

Help Wanted: Public Service Workforce Management 21 June 2006

Early Diagnosis: Management of the Health Reform Program 14 June 2006

Behind the Evidence: Forensic Services 31 May 2006

Public Sector Performance Report 17 May 2006
– Management of the Waterwise Rebate Program
– Regulation of Animal Feedstuffs, Hormonal Growth Promotants and Veterinary Chemicals 

Audit Results Report on Universities and TAFE Colleges and other
audits completed since 11 November 2005 12 April 2006

Management of the TRELIS Project 12 April 2006

The above reports can be accessed on the Offi ce of the Auditor General’s 
website at www.audit.wa.gov.au/

On request these reports may be made available in an alternative format 
for those with visual impairment.
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