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ecutive Summary
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M=rch 2015
2 of Directors
=ng'a Farmers Cooperative Union
"2 Sox 14 - 10200
=ng a, Kenya

Sir,

out this Document

¥ = oud to remain competitive in the dynamic financial service environment, Murang’a Farmers
sperative Union (MFCU) sought to review its strategy, develop a target operating model and
#=w the Human Resource, ICT, Internal Audit, Marketing and Sales, Finance, Stores, Farm
Credit function. This document has been prepared as an As Is Assessment of the current

=t operating model of MFCU which is the first deliverable of the assignment. The following is
ary of what you as a reader you will find in the main chapters:

oter 1 — Introduction and Background: The chapter provides an introduction of the report
Sackground information of MFCU and description of the assignment. The section also
s==cribes the objectives, key activities and benefits of the assignment.

er 2 — Purpose of this Report: In this chapter, we have provided additional information on
we conducted and documented the current state of MFCU by:

Seviewing and assessing the Strategic Plan.

Conducted interviews with Murata senior management and staff.

Review of documentation.

Feld assessment of all the branches.

Conducted a customer survey.

“hapter 3 - Review of the 2011-2016 Strategic Plan: In this chapter you will find the details of
Sndings in terms of how far the organisation has achieved the strategic objectives. The gaps
have been identified in the strategic plan document, review of the set objectives and our
zommendations.
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ecutive Summary

er 4 — Structural Overview of the Departments, Branches and the Current Organization
mucture: In this chapter you will find the current structural overview of the Finance, Marketing,
- Department, Human Resource, Internal Audit, the current overall organization structure and
2ranch/field assessment.

2r 5 — Roles and Responsibilities: In this chapter you will find our overview of the current
= and responsibilities of the existing positions in MFCU both in the HQ and in the branches

2r 6 — Process and Procedures of the Departments and Branches: In this chapter we \
== provided information of the current/existing processes and procedures in the union, this |
=on will highlight how they relate with each other within the organisation.

_ er 7 — Gap Analysis: Here you will find the gaps identified during our diagnostic
=ssment of the current operating model. The section has been divided into six sub-topics

= as

Application and Infrastructure

Customer Segments

People

Srocesses

Sroducts/Services

nformation

er 8- Conclusion: This is the final chapter that will contain the next steps after submission
= report mentioning the priority areas that we recommend to begin with in the design so as
»wide quick wins and value addition.

== do not hesitate to contact the undersigned on Tel: 020-020-4230000 or email:
=@deloitte.co ke if you need further clarification on this report.

s faithfully,
Deloitte Consulting Limited
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The development of a TOM is a process that involves evaluation of options available to MFCU's
internal and external operating environments. Below is a summary of our journey...

Review of
current
operating

Validate
current

Agree Design
Principles

Select preferred
hypothesis and

Determine
implementation

model

position

develop detail

requirements

= Analyse info on
current
operating model

» Review existing
strategies and
propositions for
current business
units

= |nterview key
stakeholders

= Provide
examples of

» Facilitate
interviews with
key decision
makers to
confirm
understanding of
current
operating model

= Document key
outputs of the
working
sessions.

= Workshops with
key stakeholders
to come up with
draft design
principles and
validate agreed
set (which would
drive design)

= Review draft
design principles,
rationale and
consequences

= Develop
schematic for
how the
proposed model
could work in
practice
(leveraging
internal
experience and
external input)

= Define each
level of the TOM

» Develop high-
level route map
to
implementation

= Agree transition
states

= |dentify quick
wins as
appropriate

e Tme=—=cng Model

and the implied design principles | sign-off
design decisions for MFCU. sessions
they will drive
Report on *Final report on |=Agreed design |=High level * Implementation
Sndings of as-is | as-is principles, schematic for roadmap
assessment assessment with | rationale and the TOM
2 client feedback | consequences | . ... .. R
e |- s el ——
» | = mEE e
3 " — ; E ™ T;:—_ LRTL LI L - A:
se| | OF
' ! e =
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atroduction and Background

Path of An Entrepreneur:

“Building the right relationship between an organisation and its
advisors is the key to its success. A successful working relationship
is built on a solid foundation of mutual trust and compatibility.
This kind of relationship thrives in an environment of high quality
service, provided by dynamic professionals who are able to
provide innovative solutions and pragmatic responses to issues.”

g3'a Farmers Co-operative Union Ltd (MFCU) started operations in 1960 and currently
coffee societies affiliated to it

Income Generating Projects :
has 5 main income generating streams as illustrated below;

Stores and Merchandise Activities — Stores and Merchandise were the first activities of
#e union started in 1960. The stores and merchandise are aimed at ensuring that
members/customers are provided with reasonably priced and high quality products.
Currently the union has 12 store distributed thought-out the county.

LCoffee Farming — lkundu farm is the unions flagship business. It was established in 1960
2nd is estimated to be 60 acres. lkindu farm is 9 Kms from Murang'a town . Some of the
activities that are carried our in the farm include Coffee farming, Dairy, Coffee seedlings,
== nursery, fodder planting and bananas growing.

Union Banking Section — The Union Banking Service (UBS) was started in November
2200 to provide basic financial services to the union members. UBS provide loans to coffee
2nd tea farmers which is recovered from consecutive payment.

Rental and Franchise — MFCU owns several real estate which houses union offices and
oFers rental space for commercial purposes to tenants. In addition the union receives

mcome for franchise after leasing out its petro station to National Oil located in Murang’a
Dwn

Coffee Milling - MFCU has a coffee milling plant at Maragua, started in July 2013.
Ahough the management of this mill is the Eastern Aberdares Cooperative Coffee Mills
‘=co Mills), MFCU is the majority shareholder of the mill. This mill provides milling services
= individual farmers and co-operatives in Murang'a County.

£co Housing Project — this project is aimed at complimenting the government initiative in
e provision of sustainable housing by use of eco materials i.e. materials and technologies
+at are environmentally friendly, locally available, affordable , and structurally sound.

© 2015 Deloitte Consulting LTD — Private and confidential



troduction and Background

won is now a grower-marketer having been awarded a coffee marketing license in 2006.

=w capacity enables it to warehouse clean coffee, undertake certification, participate in
's=ies of coffee to international buyers and in conjunction with coffee auctioneers prepare a
=alogue for use in bidding at the Nairobi Coffee Exchange. In addition it has a milling

# covering more levels in the coffee value chain

“yectives of the assignment are:

=amline the processes and procedures.
rove on efficiency and effectiveness.
wrove the general performance of the Union.
S=ble and consistence business growth.
orace best business practices.
~hange Image.

“tivities are:
~agnostic and Option Identification
Zetailed Development of the Operating Model
“Wahdation and Mobilisation

s of the Assignment are:

Swreamlined and standardised processes and procedures across all branches and
2=partments.

‘“perational and integrated software system.

“mproved organisational image both internally and externally.

“ustomers and staff satisfaction within the Union.

Susiness growth through adoption of innovative business ideas.

o
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rpose of This Report

s=port presents the documentation of the current target operating model of Murang'a

s Cooperative Union (MFCU). From our review and assessment we established the

state of:

LU= Strategic plan, the current position of the Finance, Human Resource, ICT, Internal

E Marketing & Sales, Procurement, Bookkeeping functions the 10 Banking Service Units, 12
e lkundu Farm and Eastern Aberdare Coffee Milling plant in Maragua.

highlights the following activities:

wisits to confirm findings of data and information gathering exercise.

='s understanding of MFCU’s current operating model

ing session is critical to develop accurate source data for design of Target Operating

woach and Methodology

of documentation available;

ot interviews with MFCU senior management and staff:
w=ss walkthroughs of the departments

assessment of the 12 branches;

ot customer survey

gs from these activities were then utilized to develop the current operating model as
vently operate within the organisation.

ents Reviewed

»wing documents were made available and reviewed:

2c Plan 2013-2017

=rative Act

and Condition of service 1999/2000

Waiver of Kshs. 4 Bn

Training of MFCU stairways to growth business plan 2007 to 2013
- restructuring and revival strategy of August 2010

- project proposal for youth involvement in Ago Enterprise Development in larger
2 2 District for July 2010

=rative Bank Consultancy services restructuring report 2003

Smance credit risk assessment methodology of 2010

2 2 county coffee and Sacco blueprint 2013

=r hardware Inventory

= of Union Board Members, age, and service

= of all existing union staff, ages, position qualification and job description and
al Staff files

Sweating Model 10 © 2015 Deloitte Consulting LTD — Private and confidential




Stakeholder Interviews

include:

Internal consultation meetings have taken place with the key stakeholders for gathering and
confirming the ‘As Is’ assessment and existing gaps in MFCU. Details of the meetings held

Fice Date Time Designation
d Office 1st July 2014 08:00 - 10:00 MD
d Office 1st July 2014 10:00-12:00 Senior Accountant Management
d Office 18t July 2014 12:00-13:30 Internal Auditor
d Office 2nd July 2014 14:00 - 16:00 ICT
i Office 2nd July 2014 16:00 - 17:00 Senior Book Keeper
d Office 27 July 2014 08:00 - 10:00 Book Keeper
4 Office 3d July 2014 12:00-13:30 Procurement
i Office 3 July 2014 08:00 - 10:00 Payroll
i Office 4th July 2014 08:00 - 10:00 Cashier
=d Office 2nd July 2014 08:00 - 10:00 Senior Accountant Finance
Office 27 July 2014 08:00 - 10:00 Cashier
Office 2nd July 2014 08:00-10:00 Marketing
Kahuhia Branch Gikoe Branch
July 2014
Kangema Branch  Murang’a Branch
lkundu Farm Maragua Coffee Mill
July 2014 Maragua Branch ~ Gacharage
Kigumo Branch Thika Branch

July 2014

Kiriaini Branch

Kahuro Branch

Wanjengi Branch

Gitugi Branch

Kagunduini Branch

ch branch we interviewed:
The Branch Manager/ In charge
Staff Members (Store Attendants and General Clerks)

“perating Model 1 © 2015 Deloitte Consulting LTD — Private and confidential




AFCU Branch Presence

*Kiria-lnl Br Glt*ugl B

L

Merchandise Store
Kiambu

‘a Farmers Co-operative union has presence in most part of Murang’a county
ted on the figure above. The union has the following branches:

Wurang'a — Head Office, Agro vet Store, Credit Section, Petro station

Thika — Credit Section

#raini — Agro Vet Store and Credit Section

®angema - Agro Vet Store and Credit Section

¥ahuhia - Agro Vet Store and Credit Section

®oumo - Agro Vet Store and Credit Section

Waragua - Agro Vet Store and Credit Section

®=huro - Agro Vet Store and Credit Section — , - :

Skoe - Agro Vet Store and Credit Section ‘ - 0l

‘Sacharage -Agro Vet Store and Credit Section : : N Oﬁfﬂl n

nduini - Agro Vet Store

Stugi - Agro Vet Store

Wanjengi - Agro Vet Store

u-Farm

andise located in Murang'a and Kiambu

| Houses in Murang’a, Maragua and Thika

e Zmecztng Model 12 © 2015 Deloitte Consulting LTD — Private and confidential
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3 Current Assessment

iew of the Strategic Plan

sonducted a detailed review of your current strategic plan. WWhere we provided a summary of
%=y findings and recommendations.

. e : Need to communicate the strategy across the
ted a participatory approach in the organization and to ensure buy-in from all the

stakeholders. Currently, MFCU lacks a common
strategy that's shared across the organization.
There is also need to cascade strategic goals,

of your strategic plan through:

p review of your current

tation including: objectives and targets to each division/department,
' : branch and individual using a more holistic and
v Strategic Plan (2013 - 2017); comprehensive Balanced Scorecard (BSC)

approach which is not skewed toward financial

¥ Organisation structure. E measures only |

o-one discussions with management

Need to re-design the current operating model to

ensure better alignment to the strategy and core

p =vel discussion with lower level processes which will ensure effective
w=oement staff at branch level; operationalisation of your key strategic objectives.
: ' Key gaps were identified in the current operating
on between current service models in regards to structure, people, processes
and product portfolio vis as vis the I— and technology J
plan.

Our Findings

| To be the Leading Co-operative organisation providing |
' quality and cost effective services to its affiliates,

| members and other clients in the region.

| To provide quality and competitive services within the
' cooperative principles to our shareholders and customers |
in an efficiently and sustainable manner. |

v To have a well motivated, disciplined, highly skilled

: and informed workforce

| ¥ To create awareness and increase the number of
customers/farmers.

v To Increase members by 100%.

v"  Toincrease the returns on loans.

v" To enhance the operations by 200%.

v" Toincrease income generated from investment by
50%.

Operating Model |

Processes/ | Facilities/

Systems Locations v" To ensure that the insurance business starts
operation by the 15! half of 2012.
v" To introduce bulk procurement.

14
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Current Assessment

Gaps identified in our Strategic Plan

has documented a strategic plan (2011-2016). This plan was however neither completed
mmunicated to all staff. Only 3 members of the senior management staff acknowledged

& amareness of the strategy. Key gaps identified in regards, to MFCU strategy include:

#nal strategic plan was not signed by the board to show commitment to achieving the plan;

= organisation background is very short and does not exhaustively articulate the products and
s=wces provided by the union.

% core values have not been communicated nor agreed by the staff of the union. In addition, Some of
~ Wese core values have not been defined

e SWOT analysis is generic and does not properly capture all the SWOTS of the organisation.

“wmancial analysis/ Business performance is blank/missing.

has conducted a SWOT analysis for the strategy but there has been no action plans to address
e challenges identified.

' WECU has not put in place a robust monitoring and evaluation framework to ensure that the documented
‘sr=t=gic plan is implemented. The responsibility of developing an M&E framework has been left to an

WEE committee. This should be part of strategic plan development.

- e summary of the key recommendations has various gaps i.e. Page referencing, Cost of the initiatives

e summary of the key initiatives.
Status | GAPS

No identification of persons responsible
to cascade and monitor the objectives in
the strategic plan.

+ Timelines and reporting measures have
not been indicated which makes it
difficult to determine the progress/status.

» MFCU's strategic objectives are not

S.M.A.R.T i.e. Specific, Measurable,

| Strategic Objectives

To have a well motivated, disciplined,
highly skilled and informed workforce
To create awareness and increase

the number of customers from the
current__

To Increase members by 100%

To increase the returns on loans to

To enhance the operations by 200%

To increase income generated from Attainable, Relevant and Timely
investment by 50% » There are gaps — The objectives are not
To ensure that the insurance complete.

ﬁ:;i';?;%ftfns operation by the 1% » There are no specific activities to

achieve the objectives.

To introduce bulk procurement

w Operating Model 15 © 2015 Deloitte Consulting LTD — Private and confidential




Current Assessment

development of a good strategic plan

Our recommendation on MFCU Strategic Plan

Due to the factors articulated we propose development of a new Murang'a Farmers Co-
operative Union Strategic plan. A robust strategic plan should be a powerful
management tool that guides an organization’s resource allocation and helps define
where attention should be focused. The following process SHOULD be followed in the

S.M.AR.T.

Mission The Strategic target /Objectives should be
Why we exist

Values
hat is important to us
Vision
Where we want to be in future

Strategic Targets/ Objectives
How and with what we will reach our vision

Strategy Map
Cnitical success factors with cause and effect relationships

=d Scorecard (Corporate, Business Unit and Department Level)
(KPIs, Definitions)

i i B i 8

Business Unit Business Plans

—==gic Detailed Budget
“natives Business Plans Alignment

strategic plan can provide enormous benefits. It can:
clarity and agreement on mission and vision;

» organizations prepare for the future;

¢ organizations anticipate and manage change;

ove the decision-making processes;

ote effective stewardship;

the board and staff;

de an opportunity to recommit to the cause;

S.cate participants about institutional history;

tfy existing strengths in the organization;

de an opportunity to analyze the organization’s systems
* processes; and

orce the need to commit to continuous improvement.

- A >» =0

A great strategic plan should:

+ Cover an appropriate time frame.

» Be informed by the past but focused
on the future.

+ Incorporate external factors,
including market trends and
competitive landscape.

» Consider multiple scenarios to
evaluate altenatives.

« Commit to a single target growth
plan by key products, markets or
segments.

+ Articulate what you won't do.

» Maintain consistent altitude.

+ Be executable by defining tangible
next steps.

» Establish how progress will be
measured and who is accountable.

» Be revisited multiple times over the

planning horizon.

Cperating Model 16 © 2015 Deloitte Consulting LTD — Private and confidential




3 Current Assessment:
Stakeholder Analysis

ment

Competitive prices.

Prompt delivery of required
products/Service.

Availability of the Product and Service at
any given time.

Proper customer service and education.
Repair and maintenance of the union
assets i.e. improved image.

Prompt payment.
Appropriate lead time.
Variety of products.

Good reward and recognition policies.
Proper org structures.

Clear Roles and JDs.

Availability of working capital.

Profitability of the union.
Provision of quality service to the
customers (i.e. farmers).

Growth of MFCU.

Staff satisfaction.

Welfare of the Murang'a Constituents.
Proper accountability of funds.
Transparency in operations.

Proper accountability of funds.
Impact to the farmers and other
beneficiaries.

Provision of quality products and
services at an affordable price.

Job creation.

Corporate Social Responsibility (CSR).
Brand recognition both nationally and
internationally.

Unavailability of commodities and
services when needed.

Price in some instances is not
competitive.

Lack of customer service and education.
The infrastructure are in poor condition.
No customer delivery done even to key
customers.

Delayed payment and default in some
cases.

Lead time too short in some instances.
Avail required materials on time.

Unclear hierarchy of roles.

No available policy and procedures to
follow.

No organisation structure.

There are no job descriptions.

Poor wages and salaries.

Loss making in the previous years and
poor liquidity.

Negative growth of the stores, farms,
credit section and assets value etc.

Unsatisfied staff with very low morale.

Unclear structures and reporting lines.
Loss making in the previous years and
lack of payment to suppliers and farmers.
Loss of previous financial years has
created a negative image to the
constituents.

Unaccountability of funds.
No impact assessment on the projects
has been carried out.

Delayed payment of the funds from tea
and coffee.

Retrenchment of staff that was carried out
hence the court cases.

Lack of CSR.

No noticeably growth of the Union.

= Operating Model
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4 Union Structure Overview

organization structure is not an end in itself; it is simply a vehicle for

plishing the strategic tasks of the business. A well-designed structure helps

ne in the business do his or her job effectively. A poorly-designed structure (or )

by default) creates barriers and frustrations for people both inside and outside & | y

anization. Below is the current organisation structure of the Union... ) )
2

I

s ureme

Liaison Officer o . s Rental Income
x " Branch Managers s

Coffee Wil S eper Manager

Machine Operator

Casual Labours

ent Operating Model 19 © 2015 Deloitte Consulting LTD — Private and confidential




4 Structural Overview

“ndings and Observations in the Organisation Structure >
= top tier of the organisation structure for the Union is the Annual Delegates
==ling. Best practice dictates that

the strategy drives
| structure, processes are
' based on structure;

. . . . st
=ntly the Board of Directors are responsible for policy formulation and = gy

1 : define the implementation f‘
gance of the day to day management of the Union. |\ of people practices /

= board committee comprises of the finance/staff subcommittee, farm building ———— p—
scommittee and supervision committee.

= Board of Directors consist of nine members including the Chairman and Vice
mairman who are elected during the Annual Delegates Meeting.

sow the Board of Directors is the General Manager followed by the Deputy

zneral Manager. Weaknesses noted:
= — 1. Overwhelming
responsibility is
provided to the Senior
Accountant-Finance
2. The board are

2y are assisted by three senior managers; the Senior Accountant
agement, Senior Accountant Finance and Marketing Manager.

= following individuals are currently reporting to the Senior Accountant:

} responsible for the
=ntal Income Manager Senior Book Keeper | development of policy
‘ manuals and participate
ason Officer Coffee Mill Branch Managers ‘ in the day to day
‘ management of the
1 , Union. f
, ; Management is lacking
scurement/Merchandising Manager ; a team.
TR 4. The organisation
Fi
= Marketing Officer reports to the Marketing Manager and currently there is no ir:o";t#rzg :;raI:sunclear
reporting to the Senior Accountant Management. f

B

ective Organization design considers the following:

S

A\ 4

« Strategy Best Practice
* - » Processes and Systems Organisation
’—O . » People and Practices Structure
» Culture
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Credit and Store Structure

Kahuhia Murang’a, Gacharage and
Kigumo*

Senior General
Clerk

Senior Clerk

Store Clerk/
Attendant

Store Clerk/ Store Clerk/

General Clerk General Clerk Attendant Attendant

Kahuhia is the only branch that has an ideal *Kigumo branch has a similar structure
organisation structure although there is an Assistant Banking
Secretary instead of a senior general

clerk.

Challenges Observed:

1. Brand image is poor.

2. Manual processes and procedures.

3. High amount of workload and few staff

members.

Low salary impacting on the staff morale.

Major issue with cashflow hence unable to

provide loans to farmers.

Reporting and accountability is unclear.

Minimum stock to satisfy customers due to

delay in ordering and delivery.

8. Some of the branches have had no power for
the past 3 years due to arrears of the electric
bill (Gacharage Store and Credit Section).

9. No assistance from management especially in
supplying stock and provision of cashflow in
the credit section.

10. No trade union for the members of staff.

"'m.;,i R Eﬁm mm

T oy

‘Mﬂ,‘!fn 1\\&

ol

-
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Credit and Store Structure

koe, Kangema

| Kiriaini*,
Assistant Banking Wa njeng i ; G itugl
and Kagunduini

3

and Kahuro

2

Secretary

sior General
Clerk

Store Clerk/ j
Attendant }

{ } :
3 1
P - Due to the small size of
sore Clerk/ ol ‘ the stores they are

attendant | mainly handled by one

- : 1 - member of staff. Kiriaini
Night Guard | branch has an Acting
=e are only two - FOSA Manager who

members in Thika credit section has a unique structure | does the same function

= of the with 3 general clerks, a book keeper and as the store |
ches. night guard. clerk/attendant. |

Challenges Observed:

1. Numerous Agro Vet competitors in some of the Credit and
Store section.

2. Credit section is lacking cashflow hence loosing business in
providing loans to farmers.

3. Low variety of stock negatively affecting sales and customer
loyalty.

4. Aggressive marketing is not been done

5. Purchasing of stock is done using a third party increasing the
buying price which affects the selling price and marginal profit.

6. Subsidized loans are not provided to members.

=nt Operating Model 22 © 2015 Deloitte Consulting LTD — Private and confidential




: Farm and Coffee Mill Structure

Ikundu Farm

o
Ag Farm Supervisor
- " [

fe 18
Farm Attendant/
Security/Guard

= Operator
& Operating
—Enes)

37

Casual Labourers

54

ently there is an acting farm supervisor
0 is currently managing the farm. Casual
orers are hired depending on the

oad. For off peak seasons they are 37
2 during peak seasons they are 54.

ey i T R _
Famand Coffee Mil Structure

e

-

Sy

Maragua Coffee Mill
m
=
Management of Eco
Mills
LB |
Liaison Officer |
i
L
o oz:mmm “d:

Casual laborers are
hired depending on the
activity of the factory.

*

|
Casual Laborers |

N ]

Challenges Observed:
1. Interference from other staff from the
Union (No Clear chain of command).

L 2. Security is a serious issue, since there

are no CCTV cameras and Electric
Fence.

3. Factory equipment require maintenance
and improvement.

4. Farm inputs are below the expected
capacity (Fertilizer, Manure, Chemicals
and Folier Feeds).

5. The farm in charge is overwhelmed with
duties.

6. The farm is under utilised and not
achieving its true potential.

23
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S  Functions and People

Murang'a Farmers Co-operative Union does not have a clear organisation and reporting
structure. The staff in the Union are not aware of their titles and who to report to. Below are
the current roles and responsibilities of the staff of MFCU.

Senior Management

Currently the senior management comprise of the General manager, Deputy General
Manager, Senior Accountant Finance and the Senior Accountant Management. The following
are the roles and responsibilities of the senior management.

General Manager

\f General Manager joined the Union in 1989 as a recorder and was permanently
“ confirmed in 1994. He was appointed as the Ag General Manager in December 2005
and later confirmed in October 2006.
The main role of the general manager is to oversee the day to day running of the union.
Specific roles and responsibilities include:

1. Development of the Union's strategic plan.
2. Marketing the Union both in the domestic market and international market.

3. Increases management's effectiveness by recruiting, selecting, orienting, training,
coaching, counseling and disciplining managers;

4. Attend the board meetings and submit issues for approval by the board;
5. Approval of payment;

8. Communicating values, strategies, and objectives; assigning accountabilities; planning,
monitoring, and appraising job results; developing incentives; developing a climate for
offering information and opinions; providing educational opportunities.

7. Review of the performance of the staff.

8. Maintains quality service by establishing and enforcing organization standards.

Previous GM’s of MFCU include:
1. Stanley Muchiri — 20 years

2. Simon Kigo — 8 years
3. Geofrey Mwangi — 18 months

The main reason for most the previous GMs leaving is retirement and resignation to greener
pastures.

Currently the organisation structure of MFCU is not well defined. Therefore, very many
employees report directly to the GM as opposed to the specific section heads.

The General Manager is responsible for higher level planning than a manager. He is often
responsible for the overall strategic planning and direction of the company or organization and
leaves the day-to-day management of the various functions to the managers.
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9 Functions and People

Deputy General Manager
Py The Deputy General Manager (DGM) is responsible for supporting the General

Manager in the management of the entire Union’s operations. The DGM of the
Union is also the Human Resource personnel responsible for recruitment ,selection,
appraisal, contracting, development and training of all staff in the union .

The DGM is also the secretary to the board of directors.

The current DGM joined the organisation in July 2012 and was a credit officer before joining

the organisation. He reports directly to the General manager.

Currently the specific roles and responsibilities of the DGM include:

Supervising the head of departments and other subordinate staff;

Maintaining the personnel files;

Handling discipline matters;

Supervising procurement of goods and services for the Union;

Providing Administration service for the Union;

Responding to internal and external correspondence on behalf of the GM;

Asset management; and

Any other task as assigned by the General Manager.

GNOOAEWN =

In an ideal situation the Deputy General Manager is in charge of operations such as
negotiating contracts with vendors or prospective employees, assigning tasks, leading
meetings and implementing initiatives handed down by the general manager.

The DGM is responsible for analyzing and implementing policies and procedures, oversee
short and long-term plans and initiatives. He should interact more often with the Union staff
than the general manager will and resolve internal and external grievances.
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9  Functions and People

Senior Accountant Finance (S.A. Finance)

w The S.A. Finance is in charge of the finance department. He reports to the General
Manager. Currently almost all departments reports to the S.A. Finance :

Cashiers

Bookkeepers

Procurement

Branch Managers

Farm Managers and

. Coffee Mill (Liaison Officer)

The current S.A Finance is approaching retirement and a proper succession plan should be a

oriority of the Union. Some of the function of this position should be delegated to other

sersonnel. He is also and alternate signatory to all the bank accounts

The ideal job description for a Senior Accountant Finance should be:

1. Administering and interpreting policies and procedures of the following departments:

a) Accounting Department
b) Cashier Department

2 The head of finance and accounting oversees all finance and accounting procedures of the
Union should be done to ensure smooth operations of the Union.

2. The section head supervises and monitors the daily cash controls and investigating the

cases of cash deficit or surplus.

Ensures that all accounting books are regularly and correctly filled.

Ensures that all balance checks done by the accountant and cashiers are accurate at the

Union head office and branches.

5. Makes sure that the accounts numbering is adequate and accounts register is regularly
filled and up to date.

7. Supervises and checks monthly, quarterly and annual financial statements prepared by the

accountant and signoff before forwarding to the General Manager.

Oversees the transport of money to and from branches and banks.

Supervises at least quarterly inventories of the Unions balance sheet and income

statement items.

10. Prepare, monitor and implement action plans and budget of Union.

1. Submits the monthly report on the performance of the Union and performance of internal
controls on monthly basis to the General Manager.

2. Submits on time the monthly, quarterly and annual financial returns of the Union.

13.The head of finance and accounting responsible and liable of all internal control
weaknesses of the union including non-adherence to these internal control guidelines,
fraud and embezzlement that may occur in the union, non-compliance with laws and
regulations, misleading information in the financial reports, all malpractices done by staff
under his/her control caused by his/her carelessness etc.

14.Any other duties that may be assigned by the General Manager from time to time.

DA WN

o

w o

Operating Model 27 © 2015 Deloitte Consulting LTD — Private and confidential



5 Functions and People

Senior Accountant Management

The Senior Accountant Management generates various reports for management

| : ! purposes. He is the cost accountant of the organisation and reports to the General
Manager. He interacts mostly with the S.A. Finance in development of the reports.

The specific roles and responsibility of the S.A. Management include:

Develop Economic reports on a quarterly basis.

Develop other daily, bi-weekly, and monthly reports.

Develop the annual budget for the union.

. Organisation Planning.

Currently the S.A. Management does not have a job description and he is not clear of his

expectation.

Most of his roles and responsibilities have been delegated to other members of staff.

BN

The ideal job description for a Senior Accountant Management should be:

» Analysing information and using it to make business decisions.

- Formulating business strategy to create wealth and shareholder value.

« Determining what information is needed by management and explaining numbers to non-
financial managers.

« Advising managers about the financial implications of projects.

- Explaining the financial consequences of business decisions applying accounting
techniques to plan and budget.

« Monitoring spending and financial control.

+ |dentifying and managing risk.

+ Conducting internal business audits.
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5  Functions and People

iternal Auditor

and efficiency of a company’s operations, specifically its internal control structure. The
internal audit function helps an organization accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control and governance processes.

ently there is no Internal auditor. The Internal Audit of MFCU is carried out by 2 senior bookkeepers

report to the General Manager. There are no job description for the Internal Auditors. Current the

s and responsibilities of the Internal Auditor include:

Site visit on request of the S.A .finance.

Developing internal audit report addressed to the GM. (This is not a best practice approach since all

internal audit reports should be sent to the Supervisory Committee/BoD then communicated to the

GM)

Assessment of the document from the Procurement before dispatch to the supplier.

Assessment of the document from the Cashiers office before banking or withdrawing cash.

g Internal auditors provide an independent and objective assessment of the effectiveness
o |f X

an idea situation, The scope of internal auditing is broad and may involve the efficiency of operations,
controls, the reliability of financial reporting, deterring and detecting fraud and compliance with laws
regulations. Internal Auditors may also conduct compliance and operational audits, offering

ions for weaknesses in internal controls and verifying that all laws and regulations are upheld.

ideal job description for the Internal Auditors should be:

Monitor and document all operations of the Union including the operations of staff and providing the
report to the Supervisory Committee and the BoD.

Follow up the implementation of all recommendations provided in his/her reports.

Responsible for reviewing and reporting on the adequacy of the internal audit system and the
financial matters of MFCU.

To be a fully qualified accountant under accountants act of Kenya.

Responsible for ensuring that internal controls are established and effectively maintained to achieve
Union's financial reporting objectives.

Responsible for supervising internal controls including the scope of the internal audit program, the
internal audit findings, and recommend action to be taken by management.

- Preparing internal audit reports and their overall effectiveness, the scope and depth of audit
coverage, reports on internal control and any recommendations.

Responsible for confirming that accounting records and financial reports are prepared to accurately
reflect operations and results.

Preparing the MFCU's internal audit plan, with specific reference to the procedures for identifying
regulatory risks and recommendations for controlling their impacts

-Develop and monitor the ethical conduct and standards of the union and considering requirements
for handling and reporting complaints.

-To ensure that policies and control procedures are sufficient to safeguard against error,
carelessness, conflict of interest, self-dealing and fraud.
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Functions and People

Procurement Officer
: A procurement officer, also known as a purchasing manager, is a very important
person in any organization. He ensures that the company makes wise purchases of
commodities for the stores, farm and the head office.
Currently, the procurement department is managed by a store keeper. There is no
Procurement manager, nor procurement officer. The procurement department reports to the
S Afinance, the DGM and the GM. This department had been abolished in 2005 and was re
mtroduced in 2011.
The current Roles and responsibilities of the procurement officer include:
1. Review of the requisition forms from the stores and farms.
2. Analyse the proposed suppliers and select the preferred supplier.
3. Issuing an L.P.O to the Suppliers
4. Reviews the invoices, good received note, L.P.O and recommends for payment.

The Procurement officer does not have a job description. More training and capacity building
needs to be done to empower the procurement officers. In addition, there is no procurement
committee formed by senior management nor procurement policy to guide the process.
Srocurement in the union should be done as per the procurement act.

The ideal job description for the Procurement Officer should be:

Process purchase requisitions / orders within the Union.

Invite, assess and award/recommend supplier tenders, bids, quotations and proposals.
Establish and negotiate contract terms and conditions, and maintain supplier relationships.
Prepare and maintain purchasing records, reports and price lists.

Work with internal and external stakeholders to determine procurement needs, quality and
delivery requirements.

Assist in the development of specifications for equipment, materials and services to be
purchased.

7. Administer contract performance, including delivery, receipt, warranty, damages and
insurance.

Reconcile or resolve value discrepancies.

Comply with and maintain knowledge of applicable rules, legislation, regulations, standards
and best practices.

10. Develop and maintain constructive and cooperative working relationships with colleagues
and management.

O kN =
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Functions and People

IT Administrator
\ The IT Department's mission is to provide the information technology required for the
g fulfillment of the Union’s mission in an efficient and effective manner. Currently the IT
department is lead by one IT administrator who reports to the GM
The current Roles and responsibilities of the IT administrator include:
1. Advising the management on IT related matters.
2. Ensuring the hardware and software within the Union are efficient.
3. Represent the institution in IT related forums.
4 Represent the organisation on funding related issues (project funding and management).
5. Typesetting.

The IT administrator does not have a well defined job description and some of the activities done
by the administrator, should be done by the marketing department and General Managers office.

The ideal job description for the IT Administrator should be:

1. Install new / rebuild existing servers, configure and upgrade hardware, peripherals, services,
settings, directories, storage, etc. in accordance with standards and project/operational
requirements.

. Install, configure systems and update such as point of sale systems or asset management
applications etc.

. Develop and maintain installation and configuration procedures.

. Research and recommend innovative and where possible automated approaches for system
administration tasks. Identify approaches that leverage our resources and provide economies
of scale.

. Perform daily system monitoring, verifying the integrity and availability of all hardware, server
resources, systems and key processes, reviewing system and application logs, and verifying
completion of scheduled jobs such as backups.

. Perform regular security monitoring to identify any possible intrusions.

. Perform daily backup operations, ensuring all required file systems and system data are
successfully backed up to the appropriate media, recovery tapes or disks are created, media is
recycled and sent off site as necessary.

. Create, change, delete user accounts per request, investigate and troubleshoot issues.

. Apply OS patches and upgrades on a regular basis, and upgrade administrative tools and
utilities. Configure / add new services as necessary.

10. Perform ongoing performance tuning, hardware upgrades, and resource optimization as

required. Configure CPU, memory, and disk partitions as required.

11.Maintain data center environmental and monitoring equipment.

As the IT industry changes so rapidly, training will be key for the IT administrator. The Union
should ensure that the administrator is kept up to date with the latest developments which may
involve courses or encourage self-tuition through manuals and information supplied by IT or
software companies.
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Bookkeepers
The bookkeepers are in the finance department. The Bookkeepers have been
— subdivided into senior bookkeepers and Bookkeepers but they all report to the S.A.
- finance. In some instances, the bookkeepers report directly to the GM leading to
confusion in the reporting.
The roles and responsibilities of the senior and junior bookkeepers are similar and they
include:
1. Posting the vouchers from the cash journal to the relevant ledger accounts.
2. Analysis the data to generate the trail balance for each revenue centers.
3. Assist the S.A Finance to generate the final accounts i.e. Balance sheet, the P&L and the
Trail Balance for the external auditor.
The Union currently has 4 bookkeepers each in charge of various revenue centers. As
illustrated below:

Bookkeeper 2 Bookkeeper 3 Bookkeeper 4
* In charge of the » In charge of the * In charge of:

following credit following credit » Union/ Staff

sections: sections: Matters

Bookkeeper 1
In charge of all
the 12 stores and
the Coffee Mill in

Maragua » Kihuro » Thika ~ Asset and

» Kahuhia » Kiriaini Liabilities
» Gikoe » Kangema » lkundu Farm
» Maragua » Kigumo

» Gacharage

* These bookkeepers don't have job descriptions. One of the bookkeepers is on leave and
his duties have not been delegated to other colleagues. Therefore his activities are pending
his return. He is also in the process of retirement but there is no succession plan in place
leading to confusion in the department.

= The reports from the branches are received on a weekly basis but for less busy branches,
reports are sent after 2 weeks.

« All the processes are done manually, but with a proper system all the activities could be
done by two accountants.

32
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Functions and People

hiers
The Cashiers Office is under the finance department. Ideally the department is
headed by a senior cashiers supported by junior cashiers. In MFCU, this office is run
by two general clerks with three years experience in the office. They report to the
S.A. finance and work together with the other bookkeepers.

ently their roles and responsibilities include:

Posting cash journals

Receiving sales from stores

Handling cash

¢ Banking and withdrawing from the Union bank accounts

The cashiers office is located on a different floor from the Union head office posing a risk of
attack or theft of Union funds due to minimal monitoring.
The cashiers don’t have the necessary skills in nor qualification for this job.

ideal job description for the Cashiers should be:

Handling all the cash transaction of an organization.

. Receive payment by cash, cheques, credit card etc.
Banking and withdrawing from the union bank accounts.
Checking daily cash accounts.

. Reconciliation of the cash account and bank accounts.
Guiding and solving queries.

Providing training and assistance to new joined cashier.

Maintaining monthly, weekly and daily report of transactions.
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Farm In Charge
. Murang'a Farmers Co-operative Union (MFCU) has a farm at Ikundu farm. The farm is
managed by a Farm in charge personnel in the absence of the Farm manager. The
P farm in charge does not have a job description and acts as the farm manager. He
reports to the S.A finance and GM creating uncertainty in reporting. The current roles
and responsibility are:
Allocating duties to the casual workers
Supervision of the casuals
Recommendation for payment
Supervision of the farm employees (Fulltime and contracted) and the guard.

Functions and People

ol o o

The roles and responsibilities above are not sufficient for the farm manager. In addition the
farm manager needs to have an annual target production which has not been implemented.

Our proposed job description of the farm manager is as follows:
The ideal job description for the Farm Incharge/Manager should be:

Forward planning.

Making policy decisions.

Budgeting and maintaining accurate financial records.

Organising sales and purchases of livestock, farm equipment, crops and agricultural
products.

Handling paperwork and keeping administrative records.

Recruiting, training/instructing and supervising farm workers.

Making sure that work progresses satisfactorily.

Ensuring compliance with government regulations, health and safety standards.
Keeping an up-to-date knowledge of pests and diseases.

10 Ensuring that the farm is profitable and meets projected financial targets.

11. Organising maintenance/repair of farm property, equipment and machinery.

12. Advertising and marketing farm products.

s b S o
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With proper management of the farm the union can cover all its expenses and still have some
surplus Farm management should be a prlorlty for MFCU.
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Functions and People

es
W=CU has branches distributed throughout Murang’a County. Most branches have
2oth store and credit section but in some regions the branches have either credit
s=ction only or an agro vet store. An ideal branch structure should consist of a branch
manager, credit clerk and a store attendant.

roles and responsibilities of the Branch manager:
~werseeing the operations of the branch and staff.

“=reing the sales report from the store attendant.

~W=nfying the loans advance to the farmers.

Warketing the Union products.

~S==nding various meetings.

roles and responsibilities of the Credit Clerk:
“Spening accounts.

“aiection of deposit and withdraw savings.

“sowision of credit to the accountholders.

S=covery of the loans advanced.

t roles and responsibilities of the Store Attendant include:
Seling the Agro vet commodities to customers on cash or credit.

. Swovision of sales receipt at the close of business.

“onducting quarterly stock take.

“reparation of requisitions.

Vi GA FARMER
. RATIVE UNION LTD.
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Functions and People

The ideal job description for the Branch manager should be:

. Have direct responsibility in increasing revenues and profitability.
- Make decisions based on their market and community when developing plans to increase
their customer/farmers base.
- Invest in self professional leadership development.
- Maintain contact and friendly relationships with customers/farmers and suppliers in order to
build a favorable company image.

5. Successfully resolve customers/farmers issues timely and professionally.

2 Review daily reports, taking appropriate action as needed.

7. Maintain branch security, opening and closing of branch.

2 Oversee cash deposit activity.

2 Attend periodic branch manager's meetings.

0. Complete and submit in a timely manner all necessary paperwork regarding personnel,

accounting, accounts payable, etc.

#1.Manages workflow to assist staff in balancing priorities, providing backup support if needed
and otherwise ensuring that all work is accomplished with an appropriate sense of urgency.

72 Reconcile inventory discrepancies and adjustments.

3. Ensures facility is maintained in a neat and professional manner.

4. Solicit feedback from subordinates, peers and other team members with the goal of
personal or operational improvement.

3.Responsible for the cost effective requisition supplies of needed equipment, supplies and

outsourced services with acceptable suppliers.

5. Develop sales and expense budget for the branch operations.

17.Analyze and evaluation of activities, costs, operations, budgets and forecast data to

determine branch progress towards stated goals and objectives. (or to maintain a

competitive edge in the marketplace)

18.Direct accounts receivable activities for branch. Ensure collection calls are made and

outstanding debt is collected. Check credit, open new accounts. Work with Credit Manager

as needed.

9. Assign and directs all work performed in the branch and supervises all areas of operation

in accordance with established company policies/procedures, objectives and applicable

laws.

20. Periodically evaluate the performance of branch personnel, develop goals and objectives.

Provide both formal and informal feedback on a regular basis.

21. Anticipates staffing requirements to meet operational needs.

22 Participate in the recruiting and interviewing process of new employees in the branch.

23.Oversee training as well as identify and foster development opportunities for all branch

personnel as required or needed.
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ideal job description for the Store attendant should be:

. Maintain the store and displays to be clean and tidy all times.
Use courteous language when interacting with customers/farmers and offering information
about the Union products.
3 Make orders for customers and receive deliveries.
. Make inventory and store goods.
Check all products to see if there are not damaged.
Handle financial transactions.
. Carry out periodic stock take.
Receive and solve complaints about the services or products in the store section.
2 Offer technical support to customers if required.
.Provide support to the Store Manager in implementing programs and execute operational
and organizational objectives.
1.Understand and anticipate customer/farmer's needs.
.General office duties such as answer telephone, take orders, send emails, ensure
maintenance at the working place.
.Assist the Store Manager when filing in forms, reports and control documents according to
agreed control procedures.
.Participate at regular meetings and report any unusual events or problems to the branch
manager.
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rketing Department

Marketing involves a range of processes concerned with finding out what consumers
want and then providing it for them. In MFCU the marketing department is headed by
the Marketing Manager who is supported by a marketing officer. The marketing
manager reports to the GM. There was neither letter of appointment nor a job
description given to the two marketing personnel.

specific roles and responsibilities of the marketing department include:
% Represent the Union in public forums.

Represent the Union to the affiliates and members.

2 Acquiring feedback on the services and products provided by the Union.
£ Preparation of the Union’s budget.
1

Carry out market survey.

£ Development of marketing strategy.

The current staff in this department don’t have the education background in marketing or
=xperience in the field. The marketing manager was formerly in the accounts department and
nas previously worked in the store centers. The marketing department is also restricted to
somestic marketing since the international marketing is solely done by the GM

The ideal job description for the Marketing Personnel should be:

1. Researching and evaluating new Union product opportunities, demand for potential
products, customer needs and insights.

. Overall marketing strategy and execution of plans for the existing Union products.

~ Working with product development teams to manage new product development.

. Managing launch campaigns for new Union products.

. Managing distribution channels for Union products.

. Ensuring effective, branded marketing communications including the company website,
print communication and advertising.

. Managing media, marketing Union products and interact with external PR agencies to
create awareness of the Union inside and outside of Murang'a county.

. Analysis of the effectiveness of all marketing efforts.
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Coffee Mill Manager

The Eastern Aberdare Coffee Mills is currently managed by a Liaison manager who
oversees four clerks and the casual workers. The Liaison officer reports to the GM, the
S.A finance and the management of Eastern Aberdare Coffee Mills.

His current Roles and responsibilities include:

1. Overseeing the operations of the Mill

2. Monitors the parchment and pulping

3. Supervises packaging and reporting of production

4. Ensure distribution of coffee after milling

In the absence of mill manager, the liaison officer acts at the manager of the plant. His current
roles and responsibilities are not focused on the profitability of the mill nor its efficiency, but to
ensure that the mill is just operational.

The ideal job description for the Coffee Mill Manager should be:

1. Lead plant production and maintenance personnel in day to day activities to ensure the
safe and efficient maintenance of equipment and facilities.

2. Ensure the efficient processing of incoming coffee while maintaining end product quality
standards.

3. Ensure preventative maintenance and repairs of all material handling systems and
equipment to minimize downtime.

4. Works with Plant Supervisor in planning, budgeting, organizing resources, executing work

plans, monitors production and quality, co-ordinates priorities, resolves issues and

participates in special projects and work schedules.

Hire, direct, coach and mentor staff to ensure performance targets are being met.

Ensures that all staff subordinates are suitably

trained/qualified/licensed for the various tasks and jobs

they must complete.

7. Plans, organizes, implements and monitors work
schedules/external suppliers consistent with the normal
needs of the plant and special projects.

8. Assume P&L responsibility including the development and
achievement of budgetary and cash flow goals to ensure
the long-term viability of the plant.

9. Ensure site compliance to all labour, safety and
environmental regulations.

10. Prepare management reporting as required.

11.Ensure that Health and Safety requirements are being met
by supporting and participating in regular Health & Safety
meetings.

12. Perform other duties as assigned by his immediate
SUpervisor.

» o

=nt Operating Model 39 © 2015 Deloitte Consulting LTD — Private and confidential



- Process and Procedures




Process and Procedures

Currently the organisation has polices and
procedures that were developed in 1986
making them outdated and irrelevant in the
current industry.

The core processes of the MFCU are:

1. Accounting and cash transaction.

2. Providing credit facilities to farmers.

3. Sale, stocktaking and requisition of Processes and Procedure
agro vet products. mapping is being used
4. Payroll. increasingly in fast growing
Departmental and branch processes have organisations. It is key that where
B obsorvod 1o ba: process maps are shared they

follow consistent conventions and

a) Generic- majority of the departments i
principles such as:

and branches lack end to end process
flows with process owners, input and
output documents in the activities.

b) Unstandardized input and output

documents especially in the credit and

| Collaborative
store sections/branches.
c) Key Performance Indicators and BestPractice
. Processes
Service Level Agreements have not To Be And Procedures
Visionary

been documented because there are

no processes and procedures in the

Union.

41
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: Process and Procedures

As Is Accounting Processes and Procedures

Posting and
Reconciliation

from the cash Anslyss the deta
; to generate the
journat to the

colove trial balance ona

a;:émm by the quarterly basis

bookkeapars

Forwarded to the

General Manager
for roview and
approval

Supervisory

Committee Board for review

review and and approval
approval

- « Decision: Which period is it?
Reports are received from the store and credit +« Annually: Produce final account balance

section. _ sheet, profit & loss and trial balance.

Posting and reconciliation from the cash * Quarterly: Forwarded the accounting reports
Journal to the relevant ledger account by the to the general manager for review and
bookkeeper. approval.

‘Analyse the data to generate the trial balance  + Supervisory committee review and approve.
on a quarterly basis. » Board of Directors for review and approve.

The senior accountant finance reviews the
accounting reports.
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As Is Cash Transaction Processes and Procedures

Transfer to |
the Branches
i that have low
funds

Yes

Do branches
have excess
funds?

> Cash .
Planning

No
Raise

requisition

cheque at

branch level

Record in the
cash Ledger
Book (Fitl in a §
debit and
credit nota)

Requaest
funds from
account in the
commercial
banks

¥
Cash - :
dishursed to =9 E‘::h ';fe‘!’; - Reﬂ;‘r? s: the -
the branches e Branc cash ledger

. ies:

Conduct cash planning

Decision: Do branches have excess funds?
Yes:

|. Transfer to the branches that have low

* No:
|. Raise requisition cheque at branch level.

Il.Request funds from account in the commercial
banks.

I1l.Cash disbursed to the branches.

funds. IV.Cash receipt in the branch.
Il.Record in the cash ledger book (Fillina  V.Record in the cash ledger.
debit and credit note).
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. Process and Procedures

As Is Provision of Credit Facilities to Farmers Processes and Procedures

ities:
A Union member applies for the loan.
The loan is evaluated and appraised
Decision: Approve the loan?

A loan repayment schedule is provided.
Decision: How is the loan performing?
Normal: Repayment is completed.

Bad: Identify the loan arrears and overdue

No: The loan is rejected and deferred. payment dates.

Yes: Provide a loan agreement. + The loan is categorised as a default.

The loan is disbursed and recorded. « The loan is moved to recoveries and debt
collection.
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As Is Requisition and Sale of Agro Vet Products Processes and Procedures

of Store Systems

e

Fasrvmand sabs
oo 10 Mead
Chsaners

isition/Ordering
Store clerk prepares a requisition for the
goods.
Senior general clerk receives requisition
requests.
Forwards requisition to HQ.
Senior Accountant finance reviews the
requisition.
Decision: Approve?
No: Forward back to the senior general clerk
for rework.
Yes: General Manager reviews and signs off
the request.
Informs the distributor of the purchase
requisition.
Distributor supplies the goods to the store and
provides an invoice.

Sale of Agro Vet Products

Customer/Farmer requests for a product in the
store.

Store clerk confirms availability of the product.
Decision: Is the product available?

No: Prepare a requisition to request for the
product.

Yes: Store clerk provides the product and
prepares a cash sale receipt.

Consolidates all cash sales and deposits in
the Union account.

Prepare a daily summary of the cash sales
and update the stock cards.

Senior general clerk reviews the daily cash
summary and stock cards.

Decision: Approve?

No: Forwarded back to the store clerk for
rework.

Yes: Forward sale reports to the Head
Quarters
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Process and Procedures

As |s Payroll Processes and Procedures

A

Review and
e (B 2 Prepare payroll i g checking the Approve? —
payrodil

No

|
|
: Final sign off of S - J |
Approve? o payroll Yes
Yes Authorise bank
x B g transfer/check
issuance

S
W

Complete
monthiy payroll

procedures

tes.
200k keeper Payroll provides a list of
ployees. -
acision: Is the document accurate?
o: Forward back to payroll book keeper for
=work.
2s: Senior Accountant Finance prepares the
payroll.
Deputy General Manager reviews and checks
the payroll.
Decision: Approve?
No: Forward back to Senior Accountant
finance for rework.

Yes: Final Sign Off of the Payroll by the
General Manager.

Decision: Approve?

No: Forward back to Senior Accountant
Finance for rework.

Yes: Authorised bank transfer/check
issuance.

Complete monthly payroll procedures.
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- Gap Analysis of the Current
Operating Model




Target Operating Model is defined by the combination of a
mber of components, or layers that support an organisation in
hieving its Mission, Vision and Strategic objectives.

A

What does the
's Vision, Union want to be?
Mission
&
Strategy

-+ -t Processes

Q The full operating
model provides an

How will the Union : — Communication i end-to-end view of
make money? . y = i most business
Customers targeted, I ' activity,
value experience Alp|;llcat?ontand !  incorporating
delivered, Union o Lraf____u/c i i design principles
structure and == . and organizational
execution? el People and i inputs.

Functions

What capabilities and
competencies does

the Union require, e |
and where do my Organization i Q This approach
get executed? " Structure | Provides the start
{ : and end point for
| MFCU to design
i its future
R —— :  operating model

Functional How should the )
Strategies  infrastructure be set Physical
& up to support the

Geography
Plans Society? =
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Outdated policies and
procedure manuals.

Processes and process
owners are not
identified.

Union Records are
poorly kept and
outdated - e.g. staff
files.

Activities/processes in
branches are not
interconnected/integrat
ed into a single system
-~ making it impossible
to monitor in/outflow of
Agro-Vet products.

Internal Audit
department is not
effectively maintaining
internal control
procedures.

Gaps Identified

Processes

Application and
Infrastructure

" People and
Functions

et R —

Organization
Structure

Geography

‘Communication

O Lack of proper
communication to staff
on their roles and
responsibilities.

O Lack of key formal
reports for Union’s
Board/Committee
meetings.

O Lack of a formal
communication
structure between
senior management
and subordinate staff.

O Communication
barriers exist between
the Union’s Head
Quarter, Stores,
Banking Section,
Coffee Mill and Farm
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aps ldentified

pplication
and
rastructure

jority of the Union T
assets are under

Processes

C_ommugication

,,./’)

Application and

wtilised. (Union
Buildings, lkundu
Farm, Petrol Station
and Ecomill)

: Lack of an ERP system
leading to poor
management of
business resources
{People, Assets and
Cash)

Poor IT Infrastructure
e.g. the Switch/Router
is not functional, some
computers are non-
functional etc.

t Operating Model

Infrastructure

People and
Functions

.. People and
»

Functions

U Unclear recruitment
and selection
procedures affecting
the quality of work in
the Union.

0 Poor mix between the
youth and elderly.

Organization
Structure

Physical
Geography

—
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Where majority of the
staff are elderly (Above
45 Years)

U The staff motivation is
very low due to lack of
reward
system/incentives.
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Gaps ldentified

rganization
Structure

Wide span of control
for most of the
positions.

Unclear reporting lines
from MFCU HQ office to
Stores, Banking
Section, Coffee Mill and
Farm.

The board participates
in development of
policy manuals and the
day to day management
of the Union.

nt Operating Model

ﬂl Communi_cation

i Infrastructure
e ———
. People and
J' Functions
I Organization
,; Structure

Processes i

¥ . ¥

Application and

, Physical
i Geography

Physical
Geography

U Office is poorly
maintained leading to
misplacement/damage
of sensitive documents
i.e. (Lease agreements).

O Office layout is
disorganized for
instance the Union’s
Cashier department is
neighboring the
marketing department
of Murata SACCO
offices.

O Lack of security guards
to watch the head office
nor are there
surveillance cameras in
branches, lkundu Farm
and Eco Mill.
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dentifying and prioritizing improvement opportunities
2quires understanding how the Coffee value chain
igns to MFCU’s and County strategy

Current Challenges along the Coffee Value Chain

= |ow quality of * Lack of * Purchasing of = |Interference from = [ack of a route to
coffee due to structures or stock is done other staff from market strategy

poor farming plans to using a third the Union on the for Murang'a
. " . daily operations coffea
methods. determine the party increasing of e Ecomil .
Lack of product Customer the buying price (No Clear chain = The coffee Value
variety in Union demand visibility which affects the of command and Chain distribution
retail stores. of MFCU selling price and governance) network is
i ity i lear and there
Resdia addition of products (Coffee marginal profit. = Poor security in unc
MECU Coffee is and Agro-Vet = Lack of Agro-Vet tgel'aiﬁoon;l(lzl g%e/ are no structures
: Products) in place
not done leading products stock to cameras and = The Union d
loss of identify of * Price in some satisfy customer electric fence. notea d::)rrt‘iseoes
Murang'a County instances is not demand due to * Outdated factory OGS ]
Coffee brands. competitive delay in ordering equipment which E/Iu siisira
= Lack of customer and delivery. requires constant 9
. = maintenance and products or
service training = Poor crop improvement. interact with PR
on how to collect productivity eg.a Farm inputs are agencies to
data for single coffee below the create
forecasting. plant produces expected awareness of the
less than 2kgs of capacity (1 Truck Union inside and
berries, some of Manure is outside of
don't produce currently used to Murang’a county
. cover the 20 acre
any berries at all. plot. Ideal: = Poor Product
1truck/10 Acre) awareness in the
= |kundu farmis market
under utilised = Delivery of Agro-
and not achieving Vet products to
its true potential. key farmers is not
(Coffee grown in done/
the farm covers
only 40 acres
leaving 20 acres
of unutilized land)
MFCU-wide cross-functional issues / criteria
* Alignment & integration of processes to support = Conduct process and system improvement for the
top-tier performance. society
= Design of a Coffee supply chain organization to = OQverall improvement of the MFCU's asset, financial
best support the Society. and operations structures.
* |ntroduce performance metrics for the Coffee value
chain.
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commendations and Future Design

through increasin

The current operating
model of MFCU requires
improvement across its
Susiness architecture
“unctional layers. Key
=hallenges noted include:
+ Working Capital
Constraints

+ Misapplication of
member funds

« Improper banking &
lending practices

+ Outdated Information
Systems

« Internal Control
weaknesses

+ Long outstanding
creditors

« Lack of skilled and
qualified staff.

* Professionalism and
customer care is
lacking.

« Marketing is not been
aggressively done.

Recommendations

For MFCU to achieve its future
operating model. The organisation
should consider the following priority
areas:

Management and Structural
Redesign and Realignment

a) Governance systems
b) Human Resource Plan
c) Internal Control Systems

Asset, Financial and Operations
Restructuring

a) Management of Information
System

b) Asset Management and
Investment Plan

c) Improve performance in credit
and store sections by providing
cashflow and stock injections.

Resolution of Disputes and Debts

a) Priority should be given in the
resolution of all disputes
between the Union and
suppliers/vendors due to
payment.

b) Aggressively debt collection
should be strengthened to
enhance revenue collection and
follow up on overdue accounts.

Focus of Union
Expansion/diversification and
Value addition in:

address the identified challenges in the current operating model, a target design has been developed that
mmends changes to improve the behaviours and interaction across key business areas, reduce cost
rocess efficiency, enhance core capabilities and improve strategic relationships.

Future Target Design

A customer proposition that
focuses on exchanging
maximum value with
Platform’s most profitable
customers through increased
customisation of products
and high touch relationship
management (based on work
within CVP).

The potential for multiple
product ranges. Exclusives
will have the potential to vary
on price and criteria (credit)
features — currently, there is
only one product range
supported by exclusives that
vary on the rate available.

A target functional model,
that should enable an
increase in the effectiveness
of functions and their ability
to respond to market
opportunities.

A draft organisation design
that improves spans of
control with a
recommendation for a future
exercise to map roles to the

| f activities.
| a) The Eco Mil value of activities
b): sl Fa.rm New and improved
c) Go Down in Murang'a [t vt technology that will
Capacity Building: 8 o support straight through
' - Lo rocessing, contribute to
a) Education and Training o P At
Programmes amongst the staff L1 process efficiencies and
) ) reduce technology risk.
b) Strengthening Affiliated
- - Societies of MFCU
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ommendations and Future Design

v Simplified and standardised Union processes and procedures that
will ensure accountability and efficiency in delivering value to coffee
farmers.

~ponent 1: Processes

¥ Standardized policy documents and internal control procedures will
enable consistent interpretation by the members of staff. Improving
professionalism and transparency in the workplace.

v Increase awareness of standard operating procedures and key
performance indicators among the Union staff to streamline
operations in the headquarters, stores, lkundu farm and Ecomill.

v" Automate order to receipt process for Agro-Vet products using an
ERP system to reduce the need for human interventions, errors and
delays.

mponent 2: Communication

v Introduce a formal communication plan and structure for Murang’a
Farmer’s stakeholders.

v" Develop and implement MFCU board and senior management
reports to assist in monitoring and tracking progress of growth.

v Introduce a communication process of handling complaints,

disciplinary measures, reward alignment, retirement plans and
handover.

v" Clearly communicate the cascaded performance metrics to all
members of staff. (Preferably at the beginning of a financial year).

==
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jeal Coffee Value Chain processes for the
nion

Manage e
Mar.lage Marketing and Develop and Control ¢ I T Develop
Business Manage -
- Consumer Source Products Inventory xR Strategies
“erformance ; Logistics
Promotions
'Ianage_ Seanh M-arket Develop Perform Schedule & Develo!:n
handise & Promotions < e Understanding of
Products/Lines | |Inventory Count| | Manage Facility
formance Testing the Customer
Research
anage . Sourcing,
Determine e Manage Develop Unit
pforand Promotion Media Prichg. ang Value Keepriars Transportation | | Growth Strategy
formance Select
Vendor(s)
Develop &
Create & Execute Loss Receive & Put evelop
Manage Pre- s Understanding
o roduction e o s of the Retail
Promotion/Ad P Security Merchandise .
Offering
Programs
Control .
y Manage Maintain Data Perform Value- Develop Brand
S Production Integrity added Services Strategi
Execution 9 rategies
e Develop Vendor
sting & Pick, Pack & Eesiﬁm?: o
otion Ship Product Strateqi 9
. rategies
- Regular'
thandise & Manage Reverse Develop Pﬂ-clng
rations Louléice & Promotion
ormance . Strategies
Sessions
y Develop
Plans P Management
=+ Strategy
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v" Introduce an ERP system that will centralize operations in one
location therefore making informed decisions based on real time
data.

v Introduce a data management system that will monitor staff
utilization of printing materials, email correspondence, file
management and safe guarding of sensitive data.

v" Introduce and adopt a culture of using electronic messages to
improve response time, accessibility and convenience.

v Streamline and integrate the organisation and departmental
functions with an identified ICT infrastructure in the Union.

v Improve and standardise the physical infrastructure of MFCU's
buildings, stores, Ecomill and Ikundu farm which will lead to
increase in good will and asset value. l

Component 4: People

To-Be

Conduct staff evaluation and training needs assessment to identify
knowledge gaps

Develop comprehensive training programme specific to the technical staff in
the Union’s farm, ecomill, stores and head quarters.

Introduce and document a competitive recruitment process and procedure
both externally and internally. With clear appointment, induction, probation
and confirmation processes and procedures.

Implement a rewards structure that integrates individual performance and
incentive metrics to improve staff moral.

b=y g=-
(=
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Design an organisation structure where every department of the Union has a
role to play in the achievement of MFCU strategic goals and objectives.

Introduce job descriptions and roles that are based on the Union activities and
not tailored to the qualifications of the individual.

Develop a clear and transparent governance structure that outlines approval
and decision making procedures.

Training of Union’s board of directors, management and members of staff on
their roles.

Develop a code of ethics.

Conduct valuation of MFCU assets to determine current value and opportunities
of generating revenue through sale, lease agreements or business development.

Component 6: Physical Geography

Improve and standardise (Face lift) the image of stores, Ikundu farm and head
quarters leading to stakeholder confidence in associating with the Union.

Engage in debt collection activities for all accruing arrears/overdue accounts to
build liquidity in the Union.

Establish a clean policy culture in the Union (Head quarters, Agro-Vet stores,
lkundu Farm and Ecomill) with the intention of becoming a standard of excellence
in Kenya’s Coffee Cooperative Movement.
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Conclusion

ary from our diagnostic assessment of the organisation we have a firm belief that MFCU has a
ity of becoming a strong Union. Once we have tackled the gaps identified above, this is due to the
strengthens:

union has a very strong asset base with real-estate in prime areas of the major towns.
high demand of coffee both in the domestic and international market.
Market of their products in Murang'a County.

long experience in the business, large loyal membership and closely linked to grass root
isations.

Union has dedicated and loyal employees who have been with the organization for a very long

customer relations in Murang'a especially with the Farmers
strong foundation and goodwill derived from the members and other stakeholders of Murang'a

Branch network that has created a presence in the large Murang’a County and part of Thika

working relationship with the County Government, the Co-operative Bank, Murata Sacco and
stakeholders of Murang'a County.

r=gard we believe that the above gaps can be filled with effective and efficient recommendations
we shall provide in detail in the next phase of design for an ideal target operating model.

corporate
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* Appendices

The
Future State of
The Union



stering a disciplined and results driven culture begins with
nsforming corporate values into individual values

“VV¥e are |1ooKIng for way (o] Ng our mission iIsion and values to life

Individualizing
Corporate values

Corporate values

Mindsets
Individual

Behaviours

The guiding principles define the roles and
responsibilities of both assets and functions,
as well as how the two groups work together
to create value for Murang’a Farmers Co-
operative Union:

Process, The guiding principles pertaining to:
Sl Cutture 1. Strategy
Lty 2. Process, Policies and Procedures

3. Culture

bt suﬁ%‘m Pocpies 4. Communication, Infrastructure and

Gov:?nance 2 TeChn0|09y

5. Organisation Structure and Governance
6. People & Skills
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Strategy
and

jectives /

From ... “Many Priorities”

» Strategy and objectives are not readily
translated into clear and actionable goals .
and behaviours

“Overall corporate strategy and what that
means is not clearly identified”

"‘No systematic documentation to achieve
strategy”

In translating strategic objectives to
individual roles there can be a lack of
alignment between teams along the value
chain on goals and outcomes

‘Functions have competing objectives —
some cost, some quality, others schedule”

Implications

» Individuals may find it difficult to focus on
the right priorities

* Individuals may not be able to translate
priorities on a day-to-day basis
Compounding implication: Role
accountability and responsibility may be
unclear resulting in too many / not enough
key stakeholders working towards
common goals.

The Organization’s Strategic Planning Framework for Prioritizing Objectives
J and Aligning Behaviour

To ... “Focused and Prioritized”
Guiding Principles

The 2013-2017 strategy is
articulated in a way that provides
absolute clarity on prioritization
criteria and focus areas for the
Union.

Strategic objectives and goals are
defined to provide alignment at all
leadership levels.

Objectives are defined in a way
that support both vertical and
horizontal value chain alignment.
Organizational performance KPIs
and targets inform any trade-off

decisions that may need to be
made at different organizational
levels.

Mindsets:

| understand the strategy, | know
what | need to do to support our

strategic goals, and | am
committed to delivering it

Behaviours

Individuals perform regular
assessmenis of progress and work
towards the sirategy; evaluation of
trade-offs is focused on strategy
and short-ferm goals.
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oals and Values

Goals and ) . _ _ '
Values . The Union ambitions, beliefs and rules that influence behaviour

m\’b« -

From ... “Loosely Aligned” To ... “Tightly Aligned”

= A relatively new organizational structure Guiding Principles
and existence of distinct sub-cultures is » A compelling, efficient and measured
unintentionally fuelling an independence value /culture definition is in place to help
mindset. influence greater end-to-end collaboration

“Subcultures exist based on employees A clear partnership model exists between

personal affiliations(relatives and friends)” assets and functions with a deliberate

« Astrong relationship-based culture, focus on structured knowledge and
however, this may render formal structures information sharing to help neutralize
and rules ineffective independence mindsets

“Some of MFCU employees are viewed as Aligned organizational KPIs that support
authorities even when authority has not end-to-end excellence and continuous
been assigned” improvement (from the customer going

« Differing mindsets between functions has back) are in place
led to a lack of balance in the relationship A merit based culture that openly
“There is a lack of shared mindset” recognizes and praises high performers

implications (as defined by aligned KPI scorecards)

« An independence mindset will undermine
efforts to collaborate end-to-end Mindsets

« Career progress may be viewed as being
relationship-based rather than

| am recognized for what | do and

performance-based hence challenge the how I perform rather than who |
perceived transparency and effectiveness know; I believe in a true partnership

model with my counterparts from
of the performance management system other organizational areas

« A“master and servant’” mindset, in the
absence of aligned KPIs, may undermine
efforts to remove complexity and drive Behaviours

operational improvement » Top performers are aligned with the most
important initiatives and play the most
critical roles in the organization.
Corporate forums and meetings have
equal representation from across the
value chain.

Operating Model 64 © 2015 Deloitte Consulting LTD — Private and confidential



olicies, Processes
rocedures

and

Policies,
Processes

From ... “Many Owners, Many Users”

= Inconsistent processes and operations
across functions; and lack of linked and .
aligned business planning processes
between the Union Head quarters, its
branches, Farm and Eco Mill.

“Very few documented corporate
processes or procedures”

“There are processes in place that do not
work for everyone and impact the
department’s ability to meet business
goals”

* Inconsistent processes have worsened the
Unions operational performance because
there is no technology to support and
monitor accountability.

“I will do what is right for me and not for
the Union mentality”

« Policies and controls may be interpreted
differently across functional/branch
reporting lines.

‘No controls and standardization will make
life difficult in the workplace”

Implications

= Operating with such complexity to drive

less complexity will, in itself, make it

challenging to obtain alignment on the

‘right’ solutions and outcomes for the

Union.

Specific processes, operations and

technology could drive a silo mentality

between functions and inhibit collaboration
and knowledge sharing

L ]

The formal management and operational processes and controls
frameworks

To ... “One Owner, Many Users”
Guiding Principles

Simplified and standardized processes
and operations across the organization
will help create consistency, for both
assets and functions and ultimately in
value delivery.

Shared IT platform and infrastructure
will ensure that all assets and functions
will operate under common
technologies and within a single source
of data to drive consistency, accuracy,
transparency and efficiency.
Standardized and documented policies,
processes and controls will enable
consistent interpretations within and
across assets and functional areas

Mindsets

| believe greater
consistency in process,
technology and data can
make my job easier

Behaviours

Shared processes are jointly
developed, documented and endorsed
between assets and functions

» Technology and data requirements are
accommodated and trade-offs
discussed between teams

nt Operating Model 65
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/

... “Siloed and Inefficient”

Lack of clarity around roles, ownership,
ountability and decision rights
“Uncertainty around who are the
gatekeepers and who are the service
oroviders within the Union”

“No single person deciding what the best
‘way to manage the asset’

Multiple people involved in the decision
making process; with most decisions
ultimately made at the GM level

“Formal org structure is not representative
of how decisions are made”

“Issues always escalated to the GM”
Siloed functional structure that leads to
fack of collaboration

empires”

Lack of accountability might lead to
diffusion of responsibility and increase the
ikelihood for lack of follow through.

Siloed functional structure could be
perceived as the formal, executive or
strategic view of how groups should
interact and collaborate with one another.

“Organizational structure has been built on

| Formal management structures and governance processes and how they are
perceived by the people in the organization

To ... “Trust and Clarity”

Guiding Principles

» ARACI (Responsible, Accountable,
Consulted and Informed) model is always
used to establish clear accountability around
roles, responsibilities and decision rights.
A clear and transparent matrix and
governance structure that outlines approval
and decision making procedures to
streamline the process and ensure
involvement of only the key and relevant
individuals exists.
Formal and informal engagement
mechanisms, (e.g. forum, knowledge
networks) will support collaboration and
sharing between assets and functions.

Mindsets

I clearly understand my role
and key decisions that | need
to make; and am equally clear
about decisions that others
can make without me

Behaviours

» People attend meetings only when they are
the key decision makers or can contribute
critical information. They will be expected to
assume responsibility and accountability with
follow-up actions
People will frequently refer to formal decision
rights and governance matrix to ensure that
they are making contributions to the agreed
processes and decisions and minimize
involvement of others
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Knowledge The awareness and l:mderstanding that people have (formal and informal)

m ... “Knowing Self” To ... “Knowing Community”’

Guiding Principles
General consensus that managers do » Forum and knowledge sharing mechanisms,
not have a clear understanding of how (e.g. virtual platform, communities of practice,
other functions of the Union work; etc.), will help build understanding of how the

clarity of their roles relative to the overall Union works.

accountabilities of peers in other Individual’s roles and responsibilities, and how
divisions; full end-to-end value chain they fit into the end-to-end process (also
knowledge. making it easier to identify continuous

‘Have to pull out an organizational improvement opportunities and tapping into
chart to figure out who does what” discretionary effort).

‘People and departments do not Embed opportunity, risk tracking and reporting
understand what they do and how it mechanisms to help identify common issues
relates to their customers” across assets and functional areas.
plications A clear organizational structure and design
Individual functional area’s objectives that has a moderate to high degree of

might be in conflict with one another standardization and alignment across MFCU
thus undermining the effectiveness of assets and functions will make it easier for
the Union. people to connect with counterparts.

Lack of mutual understanding and Mindsets

alignment between functions could
preate a perceived Ia.ck of 9ollaporat|ve Seiiirntaid Dow e binkanss ekt
intent, thus further reinforcing silo and and the different parts that I, my team,
operating independence. and others play in it

Behaviours

+ Individuals openly share and discuss their
objectives, performance and role
expectations, as well as their expectations of
what and how other assets or functional areas
will help them in delivering their goals.
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SKills

Skills

... “Technical”

An absence of transformational skills
has resulted in the inability to
translate high level strategies into
priorities on a day-to-day basis.

“WNo systematic documentation to
achieve strategy”

™ don’t know how to structured my
gepartment around short-term
objectives”

ations

radequate planning of required skills
d capabilities to support the
siness could undermine change
Forts, momentum and outcomes.
ack of transformation experience
lead to long-term business risk.

The abilities and experiences that people have to operate effectively

To ... “Technical, Behavioural and
Transformational”

Guiding Principles

» Skill gaps and training needs analysis will
be performed to help identify the core
technical, behavioural and transformational
capabilities required to drive the new
operating model.

Embed targeted and ‘just-in-time’
development of key transformational and
leadership skills into the organization (e.g.
support ‘change leaders’ in their role with
timely and tightly contextualised capability
development from the Union leadership
development programme).

Mindsets:

Behaviours:

» Managers use their own and/or team
specific language to help individuals
understand and interpret the overall strategy
and change impacts.

Strong shift in focus from technical to
behavioural and transformational skills -
individuals prioritize training and feedback
needs around these areas

Operating Model
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The act, process or experience of gaining new knowledge or skills

om ... “Passive Learning” To ... “Collaborative Development”

There is no formal learning or Guiding Principles

training plan/curriculum in the + A central repository (e.g. Centre of Excellence to

Union. capture corporate knowledge in Union), to enable

Organizational knowledge build up of best practices to be shared and

(corporate memory) is an enhanced across the organization, and then

important influencer of behaviour, embedded into the Culture of the Union, will be

yet it exists inconsistently in the developed.

Union. Embed continuous improvement, learning,
innovation and transformation into all parts of the

plications Union, enabling the on-going transformation

Learning and knowledge content process to become business-as-usual.

that is not aligned to 2013 - 2017 Develop a mechanism to make it easy for people to

Strategy. Making it weaken and find, engage, participate, and facilitate communities

slow cultural change. of practice (informal learning).

Compartments of organizational

knowledge are not centrally Mindsets

leveraged to drive behaviour

results in the risk of building an [ s9e the vakie of learning from past mistakes
independence mindset. This has andmm ;:‘W”ﬂ;,:dd oy

led to undermining collaborative

behaviours. Behaviours

Capabilities of employees may » Individuals, assets and functions actively search,
not be at required level to deliver consult and leverage the central repository for

2013 — 2017 objectives. knowledge and standards.
Individuals, assets and functions actively share and
contribute learnings and best practices to the
central repository.
Individuals are actively involved in communities of
practice / interest to share ideas and expertise.
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3 e
ecr:;gn o The identification of new people to join the organization, and their
induction assimilation into it

m ... “Ad Hoc” To ... “Championed Assimilation”
Leaders voice concern that they have Guiding Principles

2een hindered by the lack of talent » Union’s value proposition to potential
2vailable, a people plan and restrictive candidates will be updated to reflect the 2013
miring process. — 2017 values.

“Departments do not have a good Targeted recruiting of individuals who possess
grasp on their people needs when strong facilitation, communication, relationship
staffing decisions are made” building and integration skills.

Concern over whether Union is hiring A standardized and centralized hiring process
e right talent for the job are prevalent. will be embedded into the HR function to

“Concern that Union is hiring people ensure that hiring decisions are made in a
that don’t have the required experience proactive and impartial fashion.

for the job” A formal mentoring system for new leaders so
plications they can quickly understand the “Union career

Low standardization on hiring culture”, including advice on “how things get
processes can result in the organization done” and key informal networks (consider
not acquiring the necessary skills and cross-divisional mentorships).

capabilities needed for achievement of
the 2013-2017 Strategic Plan. Mindsets
A relationship based culture could be
perceived as bureaucratic, political and I have visibility and clarity around the
inefficient. capabilities my department will require and |
Appropriate employee value proposition i i ol
required in order to attract the right
talent to enable the organization to Behaviours

achieve 2013-2017 Strategic » Leaders actively develop, manage and review
Objectives. a people strategy for their function/asset,
identifying capabilities and the associated
people plan required for execution of long-term
strategic objectives.

Leaders actively look for coaching and
mentoring opportunities; and individuals
actively seek out leaders and respected peers
for on-going coaching and mentoring advices.
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Personal Accountability

Personal
Account- Clear role design and the willingness of people to accept accountability for
ability their own actions

... “Assigned Responsibility” To ... “Personal Accountability”
inward focus in many functions creates silo Reinforcing Mechanisms

based decision making and contributes to: » Provide clear accountability for assets
“Uncertainty around who are the and functions so that the right
gatekeepers and who are the service stakeholders are involved and decision
providers” making is clear.

lications Clear recognition and praise for “above
Reluctance to take personal responsibility and beyond” performance and to those
n delivering facts could lead to inaccurate who “go the extra mile”, as well as for
r=porting, over-confidence and lack of “telling it like it is”.

t. Provide coaching to individuals who miss
Risk of no accountability for results, the opportunities to step up, as well as
pacting the organizations ability to apply transparent consequences to those
seliver on 2013-2017 Strategic Plan who fail to follow through on their

Jbjectives. accountabilities, including the delivery of
' of personal accountability can result unpopular but necessary feedback.
a greater need for consensus and Mindsets
selationship-based decision making which
=an lack transparency and may result in I feel personally accountable for
comes that are not in the organization’s delivering performance

eect outcomes, regardless of what is
t interests. ok frints

Behaviours
» Individuals are willing to devote their
extraordinary effort when needed and

assume full personal accountability for
performance outcomes.

Individuals hold others accountable for
assuming personal accountabilities, thus
creating a strong merit based culture.
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erformance Management

Performance The measurement and assessment of people’s contribution to
Wanagement organizational goals

From ... “Subjective and Lagging” To ... “Enabling Performance and
Success”

= There are no integrated KPIs across Guiding Principles

functions to drive consistent priorities » Review and standardize the design
‘I don't know how departments/branches of KPIs such that alignment
integrate across Union and to overall horizontally across assets and
corporate strategy.” functional areas, and vertically
“Uncertain on how my own department (aligned to strategy) down levels of
goals and metrics integrate with other the organization exists.

functions.” Select and prioritize a targeted
KPIls are not cascaded down through all number of KPIs to ensure focus
levels of the organization resulting in and measurability.

misaligned priorities, objectives and goals » Realign performance and

‘No way to measure our annual incentives based on the
objectives.” organization’s KPIs and reward
plications employees based on their

Lack of shared and consistently designed contribution to the achievement of
KPls across functions could raise concerns the organization’s KPIs.

around transparency and perceived

fairness of assessment. Mindsets

Lack of vertical and horizontal KPIs within

a function could lead to misaligned I have full clarity of my KPIs and can
priorities. see how they align within my team

and across those of other assets and

Lack of alignment between performance Aenctions

and incentives could inhibit a performance-
driven and merit based culture.
Behaviours
» Leaders use KPIs to guide
performance as well as a catalyst
for cross-functional collaboration
and alignment of priorities across
and within business areas.
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ewards and Incentives

Rewards
and Instruments and actions to encourage appropriate behaviour or efforts, such

ncentives as fear of consequence or expectation of reward

From ... “Variable Performance-Reward To ... “High-Performance Drives

Link” Reward”

= Rewards and recognition programs are Guiding Principles

non-existent and not aligned by functional » Implementation of a rewards

area or end-to-end. These leads to structure that integrates key

reinforcing an independence mindset and performance and incentives

potentially ‘tribal’ behaviour. metrics.

“I go to bat for all my people when it comes Rewards and incentives are

to bonus time” aligned, standardized and
‘benchmarked’ across

plications assets/functional areas to drive

Misaligned performance incentives could consistency and transparency.

lead to lack of performance focus as well Rewards and incentives criteria will

as perceived non-transparency of the be measurable.

incentive process. Mindsets

Siloed rewards and incentives approach

could undermine a strong performance

and merit based culture. I can clearly see the link between

Subjective performance measures lead to high performance and rewards

potential execution issues, resulting in

2013 — 2017 Strategic Objectives not

being achieved. Behaviours

» Individuals actively review their

performance targets and goals to
ensure that their focus is aligned
with key business objectives.
Individuals actively use KPls and
incentives in performance
discussion, including goal setting,
performance feedback and
development actions.
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eamwork

The willingness of people to support and challenge others, collaborate and

Teamwork .
work towards a defined goal or outcome

om ... “Fragmented” To ... “Collaborative”

A strong relationship-based culture which Guiding Principles

can manifest poor confidence to challenge » Individuals are publicly praised and
without hierarchical authority. recognized for providing

*We need to find a way to make everyone constructive feedback (positive and
feel safe” negative).

Not all stakeholders are included in critical Strong protocols, in which issues
meetings and discussions. are resolved and decisions are
“‘Not all the right people are included in made and agreed with the right

meetings when required” participants, are in place.
plications Individuals are given training and
Lack of an appropriate challenge culture mentored to provide solution-based
could lead to ‘group think’ and a lack of feedback and challenges.

‘stress testing’ of decisions, as well as Mindsets

views/decisions b_iased_ toyvr_:)rds hierarchy I feel that it is my ibility to
and/or more dominant individuals. support and constructively
Tendency to not resolve issues in ch-mye ":ﬂ;;;: m as o;e
meetings, but over-reliance on informal B i e e e
one-on-one catch-ups could lead to outcomes

perceived undisciplined, non-transparent

and sub-optimal decision making. Behaviours
= Non-resolution of issues leads to » Individuals are willing to apply an
escalations and delays in decision making. “obligation to dissent” mindset in
» Lack of challenge could reinforce a silo discussions to drive the best

culture where collaborative discussion is outcomes and solutions.

not practiced and insights/learnings not Individuals actively engage in

shared. solution-based and outcome-based
discussions and refrain from
dwelling on faults and issues.
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Management

The ability of leaders to identify and drive necessary changes within the

Wanagement

m ... “Managing Change”

A tendency exists to manage issues in a
reactive fashion; obtaining buy in from
employees is difficult given the emergent
nature of change efforts.

‘We are in firefighting mode”

Lack of an effective forum that drives
change and improvement efforts

“Some departments have frequent contact,
while others have none”

Structural changes have not been
supplemented with corresponding
development of informal management and
engagement mechanisms

‘Mechanisms to link departments and
branches are not in place”

plications

Inefficiencies exist as people are not
always focused on the right priorities.
People do not adopt change efforts as they
have not bought into the change process.
Lack of an effective forum could lead to
inefficient discussions and decision
making, (e.g. too many people with unclear
agenda focus and actionable outcomes).
Weak forum could be perceived as an
ineffective engagement mechanism thus
discourages people from wanting to
participate and collaborate.

organization

To ... “Driving Change”

Guiding Principles

» Leaders are effective change agents within
the organization and are able to identify
and manage change in a proactive fashion.
Strong protocol around forum structure that
includes the right (and necessary)
representation and participation, clear
agenda and purpose, targeted and
solution-based dialogue and follow-up
actions with clearly assigned
accountabilities.
Applying a mix of ‘hard’ (e.g. forum) and
‘soft’ (e.g. behavioural norms) engagement
mechanisms to drive sustainable change
and collaboration between assets and
functions.

Mindsets

I feel that our management is an
effective role model for driving
change and promoting
collaboration across the
organization

Behaviours

» Individuals understand the need for change
and adopt the necessary behaviours to
support and propel change efforts.
Individuals do not feel the need to attend
all meetings, they are comfortable that they
will be included when they are a key
decision maker, have an important
contribution, or can drive action items etc.
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Leadership The behaviours exhibited by leaders in the organization

From ... “Talk The Talk” To ... “Walk The Talk”

= Lack of clarity on the appropriate and Guiding Principles

targeted support required from executives/ » Leaders clearly understand and are
senior leaders on change. aligned on the appropriate and targeted

‘Departments and Branches will have to support they need to provide, (e.g.
compromise if the Union is to meet its create capacity by bringing the best and
business objectives” right people together to drive change

= Lack of clarity on how to best “walk the and improvement).

talk”. Leaders provide active sponsorship and
“There has been growing intent and role model desired behaviours through
ambition across the leadership team visibly recognizing those who display
towards ‘getting it right” the desired behaviours, and expressing
Implications the desire and commitment to change
= Perceived lack of senior leader support through the language that they use, etc.
could undermine the conviction to any Leaders present a “Union First” mindset
change efforts. when communicating, even if personal
Perceived lack of role modelling from concerns with decisions/direction exist.
senior leaders, which a key change
enabler, could affect the organization’s Mindsets
ability to change.
Perceived lack of executive sponsorship com’m f‘i;'eg'g s’?”""’l”; o
could be seen as a signal of what is/is not providing the e ; ,yi gcw

a priority in the organization. and assistance to deliver change
and improvement

Behaviours

+ Individuals willingly refer to leaders’
behaviours and language to manage
competing priorities, establish trade-offs
and guide complex decision making.
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ommunication

~ommunication Formal and informal communications and dialogues (top-down and

m ... “Show and Tell”

Communication is more than just the what
and how - it needs to be contextualized.
“Internal communication does nothing to
foster a sense of closeness and trust
among employees”

- Top-down messages that are channelled
from individual functional leaders may
reinforce a siloed and divisional
independence mindset.

plications

Communication without context could be
perceived as not being personally relevant
%0 individuals thus affecting buy-in.
Unclear messages, coupled with different
communication approaches and delivery
methods could lead to inconsistent
messages being communicated across the
departments and branches areas.

Suy-in from employees can be hindered if
communication is perceived as only
going/coming one way.

across levels)

To ... “Engage and Contextualise”

Guiding Principles

+ Clear and contextualized
communication will help people
understand how the changes apply
and impact them personally on a
day-to-day basis.
A tailored communication approach
will help drive targeted
communication and address
specific needs and concerns of
different stakeholder groups.

Mindsets

| feel that | am engaged around
communication and understand
what and how changes impact
me personally

Behaviours

» Individuals are willing, and feel
comfortable, to seek clarity and
provide feedback on
communication messages.
Individuals are able to interpret and
articulate communication
messages in their own words and
how changes would affect them on
a day-to-day basis.
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nfrastructure and Technolo

afrastructure : iy -
ond Formal and informal communications and dialogues (top-down and

Technology across levels)

From ... “Analogue” To ... “Digital”
* Mainly using manual processes in filling, Gu:dmg Principles
transfer of information, stock taking, + Development of applications that
consolidation and preparation of reports. are interconnected and used
“The Union lacks a website and social across the Union HQ, branches
media platforms.” farm and Eco Mill.
= The IT department has one staff member The technical architecture should
making him be overwhelmed with enable and promote the reuse of
workload. standard business functionality
= The existing IT Infrastructure is out of date across the Union through
and maintenance is rarely done development of a customized
cooperative union IT architecture;
Mindsets
Implications
= Control measures especially on cashflow
management become a challenge when | feel that with the right
using manual methods than technology. technology the Union can
= Manual processes are time consuming and “"me"m'?‘;‘::t‘;'g;"'z"d’"d
3 . ety
costly for instance when sending
information via notices will take time in
delivering and increase stationery cost in Behaviours
the Union. * Individuals are willing, and feel
comfortable to use technology
when doing there work.
There is convenience and
transparency in the office due to
the presence of a shared service.
Work load is of quality and
technology is assisting in ensuring
accuracy is maintained.
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- Chief Restructuring Officer
(CRO)




RO works with ‘Stressed’ to ‘Insolvent’ businesses

estructuring Services are delivered by partners with specialist “situational” skills and
perience, working closely with our Consulting, Corporate Finance and Tax teams, to
Bvise and support Corporates directly, or their Creditors, or Investors

Healthy Stressed Distressed/Crisis Insolvent

‘-— .

- — -~
- .
Alnaround s CRO (Chief Restructuring Officer) Servites 4
Consulting »  Performance F\

« Strategy+ |/ Improvement Financial Restructuring \
operations { \
Pensions + | Creditor & Corporate Insolvency I

benefits \ Advisory and CBR/IBR /
IT systems Portfolic Lead (Business Review)
~Advisory Services = <
i 8 Contingency Planning -
-~ -
i
'ii'i'i\ '
We work with We provide alenson  We deploy senior We deliver real
inesses who are  business performance, professionals who tangible
serperforming by provide financial are situational improvements in
plementing a insight and prepare experts and who profitability and
iness turnaround robust analysis to have worked as  cash management

programme to support management CFOs or in Finance
ove performance decision making teams.
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RO works with ‘Stressed’ to ‘Insolvent’ businesses

Deloitte’s CRO approach has underpinned a number of successful
restructurings in recent years giving confidence and transparency to all
stakeholders

o Stabilise a business during a crisis
i to buy time to assess potential
Management ; :
options and ensure business

survival

Assists over levered businesses o

Flgancial ) negotiate with their key financial
stakeholders to ensure that 2
stable financial platform is in pacs
to support future growth.
Of a Company's restructuring,
Leader acting as the key conduit and
Focal for all stakeholders Identifies and addresses acors
causing financial and/or
To Understand the key operational under performance o
, challenges and develop a robust a group or business uns
Strategist restructuring strategy and
approach
i
To fr:z!:ﬁa'te thet?ebt ang capital o “Match-Fit" Identifies and addresses ==
e ot i N NCRSUERE  Causing financial andior
support negotiations Disposal operational under performance of
a group or business unt
To identify and address the root
Operator cause for underperformance
working seamlessly with Identifies and addresses factors
executive management impeding future growsh
Restructuring for Ensures a business s in fe
Growth optimal position to t=ke advantage
of growth opportuniSes
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ief Restructuring Officer’s Activities Map - lllustrative

':\ Investigation Activities
Advisory Activities
e Implementation Activities

Tt

Business 1 ! Deep Dive Performance Review |
Performance | | O |
Revi
wew‘rl I &
11 X
| e
Revenue & L :;.-

Profitability | L

Analysis I | |

O

Funding 1! N |
Analysis [

Lt :.

(. T

(. I

(. |

Receivables [ ! I
Analysis | |

(. :

I I

Payables | I
Analysis 1 ]

P Analysis _ J

|
1 |

|

i T T R ——

Strategy & Decision Making

Revenue Enhancement, Cost Reduction & Cash Optimisation Actions

Qo
Product Portfolio Financial Bad Debt Receivables
Management Base-lining Management Analysis
: Supplier s e Governance
Cost Mapping Spend Review Payment T_erms & Control
Ana

e -
<

St |

Business Planning, Budgeting & Forecasting |
Financial Brolect :
: ojec
Modelling [les

Support Monitoring |
I
Reforecast Test & [

to Align with Challenge of
Performance Outputs |
L - —— e — W - - - .- J

r

O s s o o e e e s s .
1 Options Evaluation 1l
[] Evaluate Strategic Financial Accounts J|
I Options Impact Analysis 1
[} Contract Pricing e’ OSttat‘ I
I Support mpemen ion i
I Financial Analysis Test & Challenge I
| Support Business Cases |
L S —— |
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