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3 December 2008

Dear Mr President
Dear Mr Speaker

I have undertaken a performance audit of the Australian National Audit Office
(ANAO), in accordance with the authority contained in the Auditor-General Act
1997. 1 present this report of the audit to the Parliament. The report is titled
Australian National Audit Office — Human Resource Management Performance
Audit.

Yours sincerely

%/%Aﬂsu

Geoff Wilson

Independent Auditor
Appointed under Section 41 of
The Auditor-General Act 1997
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Disclaimer

This KPMG report has been prepared at the request of the Joint Committee of Public
Accounts and Audit (JCPAA) in connection with our engagement to perform services
as detailed in the Contract for the Appointment of an Independent Auditor for the
ANAO (The Contract of Appointment) and Section 2 of this report. Other than our
responsibility to the JCPAA and management of the ANAO, neither KPMG nor any
member or employee of KPMG undertakes responsibility arising in any way from
reliance placed by a third party on these terms of reference. Any reliance placed is that
party's sole responsibility.

We believe that the statements made in this work plan are accurate, but no warranty of
accuracy or reliability is given in relation to information and documentation provided
by ANAO management and personnel.
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1. Executive Summary

1.1 Introduction

The Australian National Audit Office (ANAO) supports the Auditor—General to
provide an independent view of the performance and financial management of public
sector entities. The Auditor—-General Act 1997 sets out the Auditor—General’s
functions, mandate and powers. The Act establishes a unique, independent relationship
between the Auditor—General and the Australian Parliament.

The primary client of the ANAO is the Australian Parliament. The ANAQO’s main point
of contact with Parliament is the Joint Committee of Public Accounts and Audit
(JCPAA), although liaison does occur with other parliamentary committees in
providing advice on public administration and the outcomes of audit coverage.

The ANAO delivers a program of financial and performance audits through the
Assurance Audit Services Group (AASG) and the Performance Audit Services Group
(PASG). The Professional Services Branch (PSB), through the provision of technical
assistance, and the Corporate Management Branch (CMB), through the provision of
practice management related services, supports the two ‘operational’ areas.

Human resources are critical to the delivery of the services provided by the ANAO.
Indeed, employee related costs account for approximately half ($31 million) of the
ANAO’s 2007-08 Departmental budget ($65 million). In addition, supplier costs
associated with procuring contractor services to assist in the delivery of the ANAQO’s
program of work, either through ‘contracting in’ or ‘contracting out’ arrangements,
accounted for approximately $18 million in 2007-08.

Given the current ‘tight’ labour market and the fact that human resource management
remains one of the highest risks for many Australian Government agencies, including
the ANAO, KPMG, as part of the Contract for the Appointment of an Independent
Auditor for the ANAO (The Contract of Appointment) undertook a human resource
(HR) management performance audit.

Key features of ANAO’s HR management and strategic framework are referenced in
the ANAO Workforce Plan (WFP) 2006—08. The WFP (ANAO’s first) was developed
in March 2006, ahead of many other organisations. The aim of the WFP was to focus
collective organisational attention on workforce and business success. As a first plan,
ANAOQ’s workforce plan concentrated on identifying and implementing high priority
tasks rather than addressing all ANAO workforce issues, facilitating a managed
approach to the maintenance and improvement in ANAO capability, while continuing
to meet business objectives.

KPMG’s focus of this audit was on the state of implementation of the WFP 2006-08
and its relationship with ANAO’s HR management and strategic framework.
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The WEFP identifies four strategies which are supported by management actions. The
WFEFP is due to be updated in 2008.

The four strategies outlined in the WFP are:

1. To closely manage workforce costs in an environment of increasing budget
pressure.

2. To better understand the current and anticipated organisational capabilities and
optimal workforce requirements necessary for business success.

3. Recruitment, motivation and retention of a sustainable, highly skilled, long—
term workforce capability.

4. To further develop and sustain a work environment and employment relations
that are consistent with the ANAO being a preferred employer.

1.2  Objective

The objective of this performance audit was to address the following focusing tasks:

1. Identify the key risks associated with Human Resource Management at the
ANAO, and consider the rigour and adequacy of strategies implemented by the
ANAO to manage these risks;

2. Compare the ANAO’s HR strategies and performance to available industry
data, and draw parallels to identify areas where the ANAO could make
improvements;'

3. Undertake a current state assessment of the extent of implementation of the
ANAO WFP, and identify any factors that have impeded its implementation;
and

4. Develop recommendations designed to inform the process to refresh the ANAO
WEFP.

1.3 Summary of Findings and Recommendations

In conducting this audit, KPMG, as per the agreed Audit Work Plan, identified the key
risks associated with Human Resource Management at the ANAO (refer to Appendix
3). A total of twelve key risks were identified as a result of this exercise, many of
which are similar to the HR risks that are faced by professional services firms. The
risks identified are also broadly consistent with the challenges identified in the WFP.
This process also identified that the ANAO has initiated many strategies to assist in
mitigating and controlling the impacts of these risks.

These have been documented as part of the risk assessment and include:

' Refer to limitations to scope outlined in Section 2.2.
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= Conduct of an annual independent = Establishment of a performance

staff survey assessment scheme

= Comprehensive learning and = The existence of a workplace
development framework diversity program

=  Remuneration committee and ® Increasing the number of staff
guidelines to monitor recruited through the graduate
remuneration levels recruitment process

= The introduction of a rewards and = Development of a learning and
recognition scheme development handbook

"  Use of a referral fee incorporating a capability

assessment

Review of the WFP revealed that the Plan contains all the key elements of a robust and
sustainable plan. Adopting a ‘traffic light’ assessment approach, a current state
assessment of the extent of implementation of the WFP was completed as part of this
audit (refer to Appendix 4). The current state assessment revealed that out of 23
actions contained within the WFP:

= 14 have been adequately addressed (green);

= cight are ‘in progress’ but have not been finalised and implemented
(amber); and

= one action has not been adequately addressed (red).

KPMG have made a total of seven findings and recommendations as a result of this
audit, which are summarised below, with details provided in Section 4 of this report.
The recommendations have also been summarised at Appendix 1.

Integration with Business Planning

The ANAO Corporate Plan and annual Business Plan are the prime direction setting
and planning documents for the ANAQO. They both have a focus on people issues
through taking a ‘balanced scorecard’ approach. Review of the more comprehensive
WEFP however, reveals that it is not fully integrated into these planning documents.
After discussions with staff responsible for business planning at the ANAO, and those
that were responsible for the development of the WFP, it is understood that a more
formal link to the WFP will be established as part of the 2007—08 business planning
cycle. KPMG supports these developments, and notes that ANAO does undertake
annual contingent workplace planning centred around development of work plans,
which is used as an input to determine contract labour needs. This type of staff
resource assessment is also undertaken on an ‘ad hoc’ basis throughout the year, which
is usually triggered by staff turnover.

KPMG recommends that workforce planning be integrated into the existing business
planning processes and frameworks. To be effective, the process will need to be
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adequately funded. As part of the business planning process, both the operational and
strategic requirements of the organisation’s labour force (competencies and demand)
will inform the strategies and actions developed as part of the next updated WFP, and
the development of goals and actions as part of the Business and Strategic Plans. For
this to be effectively achieved there will be a need to ensure that the process is
adequately funded.

Workforce Risk Assessment

While the WFP does outline organisational challenges and service group strengths and
weaknesses in the context of consideration of workforce needs and labour market
trends, a formal workforce risk assessment which involved consultation with staff from
across the ANAO, was not conducted as part of the WFP’s development. Consistent
with advice provided by the ANAO to agencies in the 2004—05 Workforce Planning
performance audit,” the WFP contained an assessment of the demand and supply of
labour.

The ANAO risk management plan and Group risk management plans are linked back
to ANAQ’s Corporate and Business Plans through key result areas developed as part of
the ‘balanced scorecard’ approach. However, it was noted that HR risks identified in
the risk management plans, do not explicitly link to the actions and strategies identified
in the WFP. It is recommended that the ANAO as part of the development of their next
WEFP conduct a formal workforce risk assessment to help inform the development of
targeted strategies and actions, and that this be incorporated in the WFP to link it to the
broader planning documentation and processes.

Regular Monitoring and Reporting of the Workforce Plan

There has been limited regular monitoring of progress against actions identified in the
WEFP. Since the launch of the WFP, progress on the implementation of the plan has
only been reported twice to the Executive Board of Management (EBOM); once in
June 2006 and again in February 2008. It is understood that the Executive do discuss
workforce issues in forums such as weekly Executive meetings, and SES planning
meetings conducted twice a year.

KPMG recommends that current and future WFPs be supported by a framework
designed to monitor the implementation of all actions identified in the WFP, and that
progress against those actions be reported to management. To date, monitoring of the
implementation of the WFP has largely been executed by business groups and reported
and coordinated by the Corporate Branch. KPMG recommends that the ANAO
consider expanding the role of the Remuneration Committee to encompass
consideration of wider workforce planning issues and that actions in future workforce
plans be allocated to positions providing clear lines of accountability for actions.

2 Workforce Planning, Audit report No. 55 (2005)
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Outcome of the Current State Assessment of the WFP Actions

The 2006-2008 WFP represents the ANAO’s first attempt at developing a WFP, and
our review of it, revealed that it contained all of the key elements of a robust and
sustainable plan. The current state assessment of the implementation of the WFP (refer
to Appendix 4) conducted as part of this audit revealed that of the 23 actions
identified; 14 actions were completed and implemented, eight actions had been
partially completed and one action had not received adequate formal attention. Given
the significance of successful human resource management to the ANAO, continued
focus to implement these and any future actions identified in the updated WFP is
essential to ensuring ANAO achieves optimal outcome against each of the strategies.

There is potential for the ANAO to improve on existing monitoring arrangements. To
assist in the successful implementation of future WFPs, and more importantly the
actions and strategies contained therein, we have recommended that the WFP needs to
be supported by a framework which:

= Monitors progress against the WFP actions and strategies; and
= Regularly reports the results of the monitoring process to EBOM.
Communication of Human Resource Management Initiatives

In conducting the current state assessment, it was revealed that the ANAO has
undertaken many HR management initiatives to assist in the retention and attraction of
resources. Interviews with staff within Human Resources and a sample of Executive
management from across the ANAO, revealed that some of the papers/policies
supporting the initiatives were dated and/or management interviewed were not
universally aware of them. While it needs to be the responsibility of all managers to
assist in the implementation of HR initiatives, it is recommended that the
Remuneration Committee and the Corporate Management Branch take a more
proactive role to promote initiatives by ensuring that initiatives are:

= ‘Launched’ in ways that reach the widest possible audience; and

= Staff members are periodically reminded of HR initiatives, or modifications to
initiatives as they occur.

Some mechanisms have been suggested to assist with this.
Ongoing Review and Evaluation of the WFP

In Section 6 of the WFP (titled Review and Evaluation), in addition to the need to
regularly monitor the implementation of the WFP (refer to 4.2 of this report), is the
requirement the WFP should be reviewed annually, and that as part of that process,
consideration should be given to the ongoing relevance of the WFP and its four
strategies. While monitoring of the WFP has occurred formally twice, once in June
2006 and again in February 2008, the WFP, has not been reviewed and challenged for
ongoing relevance since it was introduced in March 2006. It is recognised that the
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WEFP is due to be updated in 2008, and it is understood that the ANAO Executive have
already considered at a strategic level the basis for the update of the WFP, and is in the
process of developing a formal plan and timetable for the task.

As has been recognised in the WFP, a review and evaluation process and framework
needs to be established and implemented. To ensure that the review and evaluation
process is appropriately informed, consistent with the development of the previous
WEP, it has been recommended that results of the latest staff survey, and labour market
trends and indicators need to be considered. Further, in the interest of efficiency and to
achieve integration with the business planning process, the review and evaluation
process should be done to coincide with the annual business planning cycle.

EBOM Reporting

HR management is a standing agenda item for EBOM meetings, and HR reports are
provided from each of the Groups as well as the HR Section to inform discussion.
Review of EBOM papers spanning a 12 month period, revealed:

= The HR statistics reported could benefit from enhanced analysis by the
business groups;

= Consistency of presentation could be improved, acknowledging different
operational requirements and focus of business groups; and

= The format and content of reports generated by the Human Resources section
changed a number of times throughout the year in response to specific requests
by EBOM to refine monitoring data.

It is recommended that EBOM further consider the HR information they require in the
context of the update of the WFP. Further, statistics that are requested, should be
supported by enhanced and rigorous analysis aimed at providing strategic insight
relating to the information that is being presented.

HR Management Reporting

The ANAO have a subscription with InfoHRM. This subscription provides access to
the InfoHRM database, which contains ANAO HR statistics as well as those for other
similar agencies, allowing a level of benchmarking to be performed. Subscription to
the InfoHRM database comes by way of an annual fee (approximately $30 000) and
the contribution of ANAO HR statistics for use in benchmarking. Outside of EBOM
reports, reliance on information contained in the InfoHRM database is the primary
source of HR related information for management.

Discussion with sample of Group Executive Directors and through trying to gain
access to the InfoHRM database as part of this audit, it was revealed that the
subscription to the InfoHRM database is not being fully utilised. KPMG recommend
that the ANAO maintain their subscription to the InfoHRM database, and review the
staff that have access to it, with a view to improving the extent to which the database is
being utilised, to ensure that value is being achieved from the InfoHRM subscription.
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1.4 Assessment

The current Australian labour market is ‘tight’, and forecasts at a national and local
level indicate that this trend will continue, as the Australian population grows at a
decreasing rate, and the labour force participation rate falls as the proportion of the
population of traditional working age declines.” As recognised in the State of the
Service Report 2006-07,* these skills shortages are, and will continue to have, a
noticeable impact on agencies ability to achieve outcomes.

With the demand for skills in accounting and information communication technology
(ICT) growing at a rate greater than that being experienced in other occupations,’ the
ANAO are faced with added challenges, similar to those being experienced by
professional services firms, as they seek to attract and retain resources with these skills.
In identifying the key risks associated with HR management at the ANAO as part of
this audit, the risk profile was not dissimilar to that of professional service firms, with
the key risk being the ‘inability to attract and retain the appropriate number of
personnel with the necessary skills and qualifications’.

In recognition of these workforce challenges, and consistent with better practice advice
to take a systematic approach to workforce planning,® in 2006 the ANAO developed
the WFP. Review of this WFP and its state of implementation, which has been the
focus of this review, has revealed that on the whole the WFP contains all the key
elements of a robust and sustainable plan, and that the ANAO have many good
initiatives and actions to assist in the attraction and retention of staff. Of most
significance is the conduct of an annual staff survey. A number of actions flowing from
the WFP however, have not been fully implemented.

Review of the WFP and in conducting the current state assessment of the extent of its
implementation (Appendix 4), has lead to the identification of a number of
opportunities for improvement, which should assist in the revision of the ANAO’s
WEFP, which is scheduled to take place during 2008.

These opportunities include:

= improving the integration of workforce planning into existing business
planning processes;

= gsupporting future WFPs with an enhanced framework designed to better
monitor the implementation and review of actions;

5 CofA, Intergenerational report 2007 (2007).
*  APSC (2007).
® DEEWR, Job Search — Job Outlook (2008).

¢ MAC, Managing and sustaining the APS Workforce (2005) and APSC, State of the Service Report
2006-07 (2007).
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= expanding the role of the Remuneration Committee to include the oversight of
the WFP and the communication of HR initiatives; and

= reviewing the nature and content of HR reporting.

In order to take advantage of these improvement opportunities, and indeed to
successfully execute the strategies and actions identified in the next iteration of the
ANAO WFP, the level of investment into WFP related projects will need to increase to
a level that ensures that they have an adequate level of resources and funding.

Other than the recommendations made in this report, which largely centre on
suggestions to improve and enhance implementation and monitoring of the WFP, no
fundamental gaps in strategy or new actions appropriate for an audit practice operating
in the current labour market were identified.
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2.  Audit Objective, Scope and Methodology
2.1 Objective

The objective of this performance audit was to address the following focusing tasks:

1. Identify the key risks associated with Human Resource Management at the
ANAO, and consider the rigour and adequacy of strategies implemented by the
ANAO to manage these risks;

2. Compare the ANAQO’s HR strategies and performance to available
industry data, and draw parallels to identify areas where the ANAO could
make improvements; ’

3. Undertake a current state assessment of the extent of implementation of the
ANAO WFP, and identify any factors that have impeded its
implementation; and

4. Develop recommendations designed to inform the process to refresh the ANAO
WFP.

ANAO management were also interested in;
= identifying the key risks associated with HR management at the ANAO;

= obtaining the context of the HR environment in which the ANAO is operating
in, by comparing the ANAQO’s HR strategies and performance to available
industry data, and draw parallels to identify arecas where the ANAO could
make improvements; and

= Obtaining input to the planned update of the ANAO WFP.

2.2 Scope

The scope for the audit was developed after consultation with key stakeholders and
consideration of a number of ANAO HR papers and reports.

Personnel interviewed as part of the scoping process included:
=  The Deputy Auditor General;
= The Group Executive Director, Corporate Support Group
= The Executive Director, Corporate Management Branch;
= The Senior Director Human Resources, Corporate Management Branch;

= The Director, People and Strategy, Corporate Management Branch;

7 Refer to limitations to scope outlined in Section 2.2
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®=  The Business Manager, Corporate Management Branch; and

= The Manager from Oakton Limited responsible for the delivery of the internal
audit program.

The scoping process identified that the ANAO are due to update and refresh the WFP
during 2008. As such, it was agreed that the outcomes of this audit would contribute to
that process.

Scoping identified ‘recruitment’, ‘development’ and ‘retention’ processes to be of the
greatest concern to management. Processes and systems associated with payroll,
occupational health and safety, time recording, physical and protective security,
remuneration, learning and development and termination, were only to be considered
so far as they impact attraction, recruitment and retention strategies, but were otherwise
considered ‘out of scope’ for this audit.

Our fieldwork was necessarily undertaken at a high level and was limited to interviews
with key staff from the ANAO and the consideration of relevant information (including
available industry data). An inherent limitation in the conduct of this type of audit is
that our findings, recommendations and resultant conclusions are limited largely by the
availability of documentation and staff from the ANAO.

2.2.1 Special consideration

In scoping this engagement, KPMG investigated the availability of HR related
benchmarking data that would be of use to the ANAO. In doing this we found that the
availably of quality benchmarking data is limited. Data that is available comes on a fee
for service basis, and participation in industry surveys. Further, the ANAO have access
to benchmarking data through their subscription to InfoHRM.

We also understand that ANAO is in the process of expanding benchmarking data
available to them, particularly as it relates to the private sector. It is understood that
this data has been sought to both assist in negotiation of the new workplace agreement
and as a backdrop to update the WFP. As a result, detailed benchmarking was not
undertaken as part of this assignment.

Where possible, comparisons have been made to data produced by the Department of
Employment, Education and Work Place Relations (DEEWR), the Australian Public
Service Commission (APSC), and practice management knowledge sourced from
KPMG’s audit experience.

2.3 Audit Methodology

Our work was conducted in accordance with Australian Auditing and Assurance
Standards, specifically that relating to performance auditing (AUS 806). Specifically,
we:
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2.4

Considered the ANAO and relevant service group risk management plans to
assist in the identification of key risks and mitigating strategies associated with
HR management at the ANAO;

Considered the ANAO Corporate Plan, Business Plan, and ANAO WFP, and
their underpinning HR policies and procedures, to gain a detailed
understanding of the ANAQO’s HR strategies and actions associated with those
strategies;

Held interviews with the; Group Executive Director Corporate Support Group,
Executive Director CMB, Director Human Resources, and a sample of Group
Executive Directors and Executive Directors to:

o verify and document the key risks associated with HR management at
the ANAO;

o identify and document the strategies in place to manage and mitigate
the risks identified;

o assess the effectiveness of strategies implemented to manage these
risks;

o determine the extent to which the HR strategy has been implemented
and the factors that have impacted the delivery of the strategy; and

o gain an understanding of the nature and timing of existing and future
HR initiatives at the ANAO.

o Considered documentation and deliverables supporting the HR risk
mitigating strategies identified, and application of the WFP;

o Identified any business improvement opportunities for the HR
management activities considered; and

o Conducted exit interviews with the Auditor General, Deputy Auditor
General, and the Group Executive Director, Corporate Support Group.

References

In addition to the internal ANAO documentation reviewed, the following documents
were referred to in completing this audit:

Australian Bureau of Statistics (ABS), ACT in Focus, 2007

Australian National Audit Office (ANAO), Workforce Planning Performance
Audit, 2005

Australian Public Service Commission (APSC), Building Business Capability
through Workforce Planning, 2006
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= Australian Public Service Commission (APSC), Thinking about Planning
Checklist, 2006

= Australian Public Service Commission (APSC), State of the Service Report
200607, 2007

= Commonwealth of Australia, Intergenerational Report 2007, 2007

= Department of Education, Employment and Workplace Relations (DEEWR),
Australian Jobs, 2007

= Department of Education, Employment and Workplace Relations (DEEWR),
Australian Labour Market Update 2008, 2008

= Department of Education, Employment and Workplace Relations (DEEWR),
Australian Job Search — Job Outlook, 2008

= Management Advisory Committee (MAC), Managing and Sustaining the APS
Workforce, 2005

=  Management Advisory Committee (MAC), Organisational Renewal, 2003
= State and Territory Governments, My Future, 2007
2.5 Structure of this report

The findings, risks and recommendations identified by this audit, and additional
information are presented in the report in the following way:

Section 3 Background and Context

Section 4 Audit Findings and Recommendations

LN vl Summary of Recommendations

N L@l Workforce Profile Statistics

VIS LRI Key Risks Associated with Human Resource Management at the ANAO

Current State Assessment of the extent of Implementation of the ANAO
WFP

Appendix 4
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3. Background and Context

3.1 Workforce planning
3.1.1 What is workforce planning?

The APSC® describe workforce planning as a process, taking into consideration the
organisation’s current context and future requirements, to identify immediate and
longer term workforce planning strategies to build organisational capability through
developing:

= The organisation;
= The current workforce; and
=  The future workforce.
3.1.2 Why undertake workforce planning?

As identified as part of the human resource management risk assessment conducted as
part of this audit and identified in the ANAO’s WFP, the key risks and challenges
facing the ANAO relate to the attraction and retention of staff to meet its business
objectives. The Management Advisory Committee (MAC)’ and the Australian Public
Service Commissions (APSC)'’ recognise that in order to address HR management
issues such as these, a systematic approach to workforce planning should be
undertaken.

As highlighted by the ANAO in their 2004-05 Workforce Planning performance audit,
workforce planning practices in the APS are influenced by the size of the agency, its
complexity, and the context in which it is operating. Given that agencies rely on
specialist skills in certain areas, organisational capability may be adversely impacted if
appropriately skilled staff members are not available.

3.1.3 How to undertake workforce planning

The APSC have produced the ‘Thinking About Planning checklist’ that provides some
guidance to agencies in undertaking workforce planning. One of the essential elements
identified for the successful development and implementation of a workforce plan is
the need to ‘obtain visible senior leadership support.’

®  APSC website.
Managing and Sustaining the APS Workforce (2005).
% State of the Service Report 200607 (2007).
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The diagram below illustrates the ongoing workforce planning process. It is consistent
with the processes outlined by the APSC and indeed that presented by the ANAO in
their 2004—05 Workforce Planning performance audit.

Figure 1
ANAO Workforce Planning Process
Understand the strategic context:
St ®  Current organisation culture
e Corporate plan ®  Workforce priorities
e Business plan ®  Organisational goals
o Budget ®  Business unit specific skill requirements
®  Mission critical roles/ competencies
®  Labour market
HR metrics Know current workforce and work programme:
®  Current workforce profile ®  Assess supply and demand
R M p— ®  Use competency framework in conjunction with
supply and demand forecasts to identify gaps
Develop targeted strategies:
®  Perform risk analysis to prioritise challenges
Consultation ® Identify impact of workforce challenges on ability to
e  With business managers achieve business objectives
® Develop objectives/targeted, cost-effective, short and
long term strategies
e  Communicate strategies to staff
Evaluate and reassess regularly:
®  Allocate accountability for the overall workforce
plan to ensure it is implemented effectively
®  Set responsibility, timeframes, targets and
Feedback performance measures to evaluate the success of
e  Client Surveys strategies identified
° iltlzfi/lst‘vey(s (ilz:lluding exit P’iejﬁﬂgs) ®  Monitor whether strategies have been implemented
. etrics (eg turnover, profile . .
| Benehmris (6. APSC, ACAG) 7 L
®  Communicate progress and success of strategies to
staff
® Determine ongoing relevance of strategies

MAC'" highlighted that the key to workforce planning is understanding attraction,
retention and separation factors and trends specific to the organisation. Both MAC and
the APSC'? identified that these differ by organisation, and it is important that they are
understood so that they can be capitalised on or addressed.

" Organisational Renewal (2003).

2 2006-07 State of the Service Report (2007).
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MAC" also highlight that it is important not only to consider how an organisation can
best recruit, develop and manage people, but also the culture and working environment
provided. Again the report recommends an ‘urgent need for systematic workforce
planning and succession planning processes’, and a process that changes in response
to changes in the wider environment”.

3.1.4 What should APS agencies be doing?

For some time it has been reported that while agencies are undertaking forms of
workforce planning, progress is often operational rather than strategic.'* For this
reason, and in order to ensure that an organisations WFP is adequately developed and
implemented, it is crucial that it has the full support of the organisation’s leadership
group.

The APSC 200607 State of the Service Report concludes that succession planning and
talent management strategies are two of the measures to deal with workforce
challenges that either had not been implemented or were in the process of being
developed in most agencies. The report felt that these measures could have a
significant impact on addressing the challenges faced by agencies. The report also
highlights the importance for agencies to identify and utilise their specific attraction
and retention attributes in their recruitment strategies (including recruitment
processes).

Embedding WFP links in governance structures, achieving commitment at senior
levels, and adequate funding and resourcing of the HR function is required to realise
this in practice. There is potential for agencies to look more strategically at the issues
that attract and retain employees to their organisation, remembering that the attributes
that attract are not necessarily the ones that retain. Retention strategies should be
targeted at both specific groups and skill sets, as well as at existing staff more broadly.

The 200607 State of the Service Report identifies a number of general challenges that
are being faced by public sector agencies, and which must be addressed in order to
ensure the sustainability of the APS in the future. Some of the key challenges identified
in the report are:

=  The need for a greater focus on agency health and culture. Corporate
health is seen as a measure of the effectiveness of governance in the areas
of organisational direction, leadership, organisational capability, corporate
governance processes, relationships and integrity and agency culture. High
levels of corporate health are directly linked to high levels of overall
performance which enable agencies to overcome challenges and achieve
desired outcomes.

' MAC, Managing and Sustaining the APS Workforce (2005).

" APSC, State of the Service Report 2006—2007 (2007); MAC, Organisational Renewal (2003); ANAO,
Workforce Planning 200405 (2005).
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® Building organisational capacity to support new ways of working —
technological advancement, globalisation, different generational
expectations and the changing workforce profile are leading to changes in
the way the APS does business. It is necessary to take a more strategic
look at what these challenges mean for governance frameworks and
organisational capacity.

= Modernising APS employment is seen as an essential part of attracting and
developing people with the skills to meet these challenges. Skill shortages
in many areas, but particularly in ICT, finance and accounting, are having
a noticeable impact on agencies ability to achieve outcomes. Combined
with the ongoing impact of an ageing workforce, the highly competitive
employment market makes positioning the APS as a modern, flexible and
attractive employer an imperative. A key part of this is streamlining
agency employment processes to ensure that they are timely and efficient.
Agencies must develop tailored attraction and recruitment strategies that
clearly market the set of organisational and job attributes valued by the
candidates they wish to attract, and by broadcasting this information
widely. Corporate areas of agencies need to support line areas in a strategic
way to achieve their goals through effective employment arrangements,
setting strategic directions, HR management, succession planning and
talent management, financial management, learning and development, and
records management.

= Developing and sustaining the capacity of leaders to meet these challenges
— survey results around leadership suggest that agencies could benefit from
focussing more on improving the effectiveness of communication between
senior leaders and other employees, the leadership capability of the EL2
group and more strategic approaches to talent management.

3.2 Overview of the ANAO

The Australian National Audit Office (ANAO) assists the Auditor—General to provide
an independent view of the performance and financial management of public sector
entities. The Auditor—General Act 1997 sets out the Auditor—General’s functions
mandate and powers. The Act establishes a unique, independent relationship between
the Auditor—General and the Australian Parliament.

The Primary client of the ANAO is the Australian Parliament. The ANAO’s main
point of contact with Parliament is the Joint Committee of Public Accounts and Audit
(JCPAA), although liaison does occur with other parliamentary committees in
providing advice on public administration and the outcomes of audit coverage.

The ANAO delivers a program of financial and performance audits through the
Assurance Audit Services Group (AASG) and the Performance Audit Services Group
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(PASG). The Professional Services Branch (PSB), through the provision of technical
assistance, and the Corporate Management Branch (CMB), through the provision of
practice management related services, supports the two ‘operational’ areas.

Human resources are critical to the delivery of the services provided by the ANAO.
Indeed, employee related costs accounted for approximately half ($31 million) of the
ANAQO’s 2007-08 budget ($65 million). In addition, supplier costs associated with
procuring contractor services to assist in the delivery of the ANAQ’s program of work,
either through ‘contracting in’ or ‘contracting out’ arrangements, accounted for
approximately $18 million in 2007-08.

3.2.1 The ANAO WFP

The ANAO Workforce Plan 2006-08 was developed in March 2006, and was the
ANAQ'’s first attempt at producing a WFP. The aim of the WFP was to focus
collective organisational attention on workforce and business success. As the WFP
encompassed a relatively short timeframe, it concentrated on identifying and
implementing high priority tasks rather than address all ANAO workforce issues. The
intention was that by adopting a managed approach to the maintenance and
improvement of the ANAO’s capability, would assist in ensuring that business
objectives would be achieved and that the work of the ANAO would continue to be
seen as relevant and of high quality.

Key objectives of the ANAO WFP were to:

= Improve organisational capability analysis, including the assessment and
forecasting of business needs;

= Align workforce decisions with desired business outcomes and the
ANAQ’s strategic direction. It was recognised that workforce planning
needed to be fully integrated with all of the ANAO business strategies
including, strategies relating to human capital management; and

= Improve responsiveness to change, drive desired changes, and facilitate
management of that change.

3.3 ANAO Workforce Analysis

As part of this audit, KPMG performed a high level analysis of ANAO’s workforce
profile, as a means to identify changes in the ANAO workforce overtime. Where
relevant, comparisons were made to the APS data reported in the APSC 2006—07 State
of the Service Report. Details of this analysis have been documented in Appendix 2.
Statistics to conduct this analysis were extracted from the ANAO payroll system by
ANAO payroll staff, and were considered accurate as at February 2008.

Key statistics and outcomes of the analysis include:
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= The ANAO employ approximately 286 full time equivalent (FTE) staff, which
has been consistent over the last five years.

= The percentage of part time staff has increased from seven per cent to 10 per
cent over the course of the last three years. The average number of part time
staff across the APS is 11.7 per cent.

=  The ANAO’s 2007—08 annualised turnover rate is 28.7 per cent, which has
increased over prior year’s rates which have been around 19 per cent, and is
above the ANAO target of 18 per cent.

= The gender profile has remained consistent at around 54 per cent female.

=  The ANAO’s staffing rate (percentage of staff aged 55 to <65) has increased
from approximately eight per cent in 2005-06 to 10 per cent in 2007-08.
Whilst the staffing rate remains lower in AASG and PASG than other business
areas, the staffing rate of these business areas is on an increasing trend.

= The ANAO’s average workforce tenure has declined from 6.4 years to 5.8
years since 2004-05. In comparison the APS average tenure has decreased
from nine years to seven years. The business areas with the lowest tenure
continue to be AASG and PASG which continue to decline.

= At 67 per cent, the percentage of staff with less than five years experience is
reasonably constant over recent year. However, it remains considerably higher
than the 36.2 per cent reported for the APS. Five per cent of AASG staff have
less than five years experience.

The APSC 2006-07 State of the Service Report indicates that a younger age profile
may be favourable in that agencies with a relatively high proportion of employees aged
45 years and over may face more critical and different workforce planning and
knowledge management issues that those with a younger age profile.

However, as indicated in the ANAO’s WFP, the high level of demand for graduates
and the high number of ANAO staff in the <35 years bracket (49 per cent) has resulted
in high turnover.
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3.4 Human Resource Risks
3.4.1 Summary of ANAO HR Risks

As part of this audit KPMG were asked to identify the key risks associated with HR
management at the ANAO. In order to do this, KPMG held discussions with a sample
of Executive Directors and Group Executive Directors from across the Business
Groups, staff from CMB responsible for HR and risk management, and reviewed the
organisational and Group Risk Management Plans. The outcomes of the risk
assessment process, which incorporates identified mitigating strategies, is presented at
Appendix 3. These risks expand on issues broadly identified in the ANAO Risk Plan,
and workforce challenges documented in the WFP.

To summarise, the key risks identified are:

1.

Inability to attract and retain the
appropriate number of personnel
with the necessary skills and
qualifications.

. Inability to deliver program of

work within budget as a result of
the cost of obtaining the right staff

. Remuneration is not adequately

supported by an appropriate
rewards and recognition program.

. Failure to deliver against actions

and strategies in the WFP.

. Inadequate learning and

development program.

mix. 10. Failure to develop an inclusive

culture (diversity) impacts the
ANAQO?’s ability to attract and
retain an appropriate staff mix.

3. Increasing pressure to deliver
program of work to quality
requirements.

4. High work demands and pressures

impact the ability to attract and
retain staff.

11. Poor OH&S practices in place.

12. Lack of awareness/ acceptance by
management that people
management represents a key
threat area for the ANAO

5. Poor performance and career
management processes impact the
ability to retain and attract staff.

6. Remuneration levels are not
market competitive, impacting the
ability to attract and retain
appropriate staff.

3.4.2 APS and Professional Services Firms’ HR Risks

Comparing the HR risks identified for the ANAO summarised above, to those being
faced by professional services firms such as KPMG, reveals that the HR risk profiles
are very similar. That said, the top seven HR related challenges being faced by APS
agencies as reported in the APSC 2006—07 State of the Service Report do also align
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with the risks identified for the ANAO. The table below lists some of the key HR risks
being faced by professional service firms such as KPMG, as well as the seven HR
related challenges outlined in the APSC 2006—07 State of the Service Report.

Professional Service Firm HR Risks APS HR Challenges "

1. Insufficient access to talent based on 1. Difficulty recruiting people
emerging economy 2. Loss of mature aged employees
2. Retaining talent (inadequate talent 3. Ensuring that employees skills and/or
management) knowledge meet the agencies
3. Failure to develop an inclusive culture requirements
could reduce the talent pool 4. Lack of sufficiently strong leadership
4. Higher stress levels, burnout, skills
work/life balance affecting quality of 5. Loss of valued employees recruited as
work part of graduate program
5. Restrictive independence 6. Higher than acceptable employee
requirements limiting ability to attract turnover
an(.i rf:tam ) 7. Difficulty recruiting graduates with
6. Existing staff skill sets do not meet required skills.
business needs
7. Inability/unwillingness to remain
competitive with aggressive benefits
offered by competitors

3.5 Key ANAO HR Initiatives

In his foreword to the 2008—09 ANAO Business Plan, the Auditor General recognises
that the ANAO “continue to enjoy the confidence of Parliament and other clients for
the way we discharge our statutory responsibilities. This widespread support
challenges us to continue to produce a range of well targeted, high quality products
and services”. Reflecting these challenges, an observation made as result of this audit
is that the performance of senior ANAO staff is skewed towards Key Result Area
(KRA) 1 (Our Clients), and KRA 2 (Our Products and Services).

The majority of staff interviewed recognised that their ability to achieve these targets
was driven by KRA 3 (Our people) and KRA 4 (Our business performance). That is,
they recognised that improving their ability to attract, retain and motivate staff, and
increasing the efficiency of business processes would make it easier for their area to
meet their target and deliver outcomes. This is seen to have resulted in people
management being implemented more at an operational level rather than being
systematically assessed and strategically planned for.

® APSC, 2006-07 State of the Service Report (2007).
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That said, the ANAO has in place a range of HR related initiatives many of which
related to actions outlined in the WFP, and others that were identified as part of
conducting the HR risk assessment (Appendix 3).

In summary, some of the key ANAO HR initiatives that were observed as part of this
audit were:

= Conduct of an annual independent staff survey
= Use of a referral fee
= Remuneration committee and guidelines to monitor remuneration levels

= Development of a learning and development handbook incorporating a
capability assessment

= The introduction of a rewards and recognition scheme
= Establishment of a performance assessment scheme
= The existence of a workplace diversity program

®  Increasing the number of staff recruited through the graduate recruitment
process

The ANAO needs to be commended for taking these initiatives, but as identified in
Section 4 (Audit Findings and Recommendations), and Appendix 4 (Current State
Assessment of the Extent of Implementation of the WFP), there remain a number of
initiatives that have not been fully implemented, or which could be modified to be
more effective. Further, in section 4 it is also stressed that effective workforce planning
requires the ongoing monitoring of the implementation of actions, and the periodical
(at least annually) evaluation of strategies and actions to ensure that they remain
relevant to the organisation’s strategic direction.

3.5.1 The ANAO Staff Survey

One of the key initiates taken by the ANAO to ascertain perceptions and attitudes
towards working at the ANAO, is the conduct of an annual staff survey. The last staff
survey was undertaken by ORIMA Research, and was conducted in April 2007.

ORIMA concluded that the survey results were °...positive overall and indicate that
the organisation is performing effectively in people management.” The survey did
however identify a number of opportunities for improvement; in particular ORIMA
concluded that taking action to improve staff perceptions in a number of areas had the
potential to significantly improve staff job satisfaction.

The areas identified were;
= Recognition/feeling valued by the organisation;
= Intrinsic rewards/personal meaning of work;
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= Work group climate/interpersonal support; and
= Feeling autonomy/empowerment.

Staff surveys are an important means to obtain staff feedback across a broad range of
issues effecting their work environment. As highlighted in Section 4.4, the results of
staff surveys need to be used to inform the process to review and evaluate the strategies
outlined in the WFP.

3.6 General Labour Force and Labour Market Trends
3.6.1 Australian Labour Force and Labour Market

The 2007 Intergenerational Report projects that Australia’s population will continue to
grow over the next 40 years, although at a slower rate. Despite this, labour force
participation is expected to fall as the proportion of the population of traditional
working age (15—64) declines. This reduction in the labour force comes largely due to
the expected increase in the ageing of the population from 2010 as the baby boomer
generation reach age 65.

DEEWR'® report continued strong growth in the Australian labour market. The
strongest areas of growth and the lowest unemployment rates by occupation are in the
occupations of Managers and Administrators and Professionals. In addition,
DEEWR'” show that there continues to be growth in each of the main occupations that
the ANAO employ (Accounting and ICT professionals), and unemployment is below
average.

There is a greater concentration of employment of professionals, managers and
administrators and associate professionals in the ACT relative to the whole of Australia
due to the prevalence of work in the government administration and defence sector.'®

At 72.5 per cent, the labour force participation rate in the ACT continues to be one of
the highest in Australia which has an average 65 per cent.'"” The ACT labour force is
also highly competitive with unemployment continually declining and well below the
national rate. In January 2008, the ACT had an unemployment rate of 2.7 per cent
compared to 4.4 per cent for Australia.*

Department of Education, Employment and Workplace Relations, Australian Labour Market Update
(2007).

' Australian Job Search — Job Outlook (2008).

State and Territory Governments, My Future — (based on 2006 Australian census) (2007).
¥ ABS, ACT in Focus, (2007).

% DEEWR, Australian Labour Market Update, (2008).
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3.6.2 Australian Public Service (APS)

APS employment has shown continued growth since the late 1990s as the Government
has extended the range of services, programmes and regulations it provides through the
APS with an increase in total employees from 146 234 to 155 482 from 2005-06 to
2006-07 (six per cent increase).”’ The scale and complexity of government work has
created a higher demand for skilled workers.

MAC, APSC, and DEEWR have issued various materials identifying the challenges
faced by agencies due to the ageing workforce, changes in skill requirements, changes
in working preferences of employees and the tight labour market.

MAC? predicted that over the next couple of decades, agencies would face significant
challenges for capability development, workforce planning and knowledge
management due to a more competitive labour market placing greater pressure on
attracting and retaining staff.

MAC,? reiterated that the APS faces a big challenge in continuing to attract, retain and
develop the people it needs. In addition to the challenges raised in the 2003 report, the
2005 report found that:

=  employees now pursue greater diversity of career patterns and working
arrangements; and

= the staff replacing the current SES and EL staff were likely to have less
experience as they would progress faster through those levels to combat
the expected high turnover of SES and EL in the next 10 years.

A growing number of agencies reported skills shortages in the 2006-07 State of the
Service Report, particularly in the areas of information technology, financial
management and accounting. The APSC concluded that the results confirm that there
are skill shortages in the majority of agencies that are impacting their ability to achieve
business goals. As reported by MAC,* most APS agencies that require staff with
accounting qualifications are located in Canberra. Other agencies that employ large
numbers of Accountants outside Canberra have had fewer issues to date.

2! State of the Service report, APSC (2007).
2 Qrganisational Renewal (2003).
% Managing and Sustaining the APS Workforce, (2005).

2 ibid.
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4. Audit Findings and Recommendations
4.1 Development of the ANAO WFP

One of the key objectives of workforce planning is to ensure that an organisation’s
workforce is able to support the strategic direction of the organisation while meeting its
immediate operational needs. Consequently, it is important that workforce planning is
integrated with an organisation’s business planning process so that:

1.  The strategies and actions developed as part of the WFP are informed by
the operational and strategic requirements of the organisation’s labour force
(competencies and demand); and

2.  The development of goals and actions as part of the operational and
strategic plans are informed by the ability of the organisation’s labour force to
support existing and future needs (capability and supply).

The ANAO in their cross agency Performance Audit on Workforce Planning (Audit
Report No.55), also acknowledge the importance and benefit of integrating workforce
and business planning:

“A key element of workforce planning is considering the implications for the workforce
of the strategic direction of the agency”.

As part of the report, the ANAO encouraged agencies to ensure that workforce
planning is integrated into the broader planning process.

Strategy two (To better understand the current and anticipated organisational
capabilities and optimal workforce requirements necessary for business success) of the
ANAO’s WFP, reflects this advice. Indeed Action 2a which supports the strategy
focuses on the need to synchronise planning to “...guide workforce strategies that
reflect business needs”. Further, the ANAO’s Corporate and Business Plans are
designed around a ‘balanced scorecard approach focused on Key Result Areas (KRAs),
namely; Clients, Products, People, and Business Performance.

Review of the WFP against the ANAO 2007-08 Corporate and Business Plans reveals
that aspects of the WFP could be better integrated into the established planning
framework. While Section 6 of the WFP does attempt to link KPI’s established as part
of the WFP to KPI’s and targets for the ‘People” KRA* (KRA), the actions/targets
communicated in the Corporate and Business Plans are not clearly linked or supported
by the actions in the WFP. The WFP does not feature the strategic planning framework
displayed diagrammatically in the Business Plan.

As discussed in Section 4.1.1 below, HR related risks identified in the ANAO Risk
Management Plan and the Group Risk Management Plans, could be linked more
explicitly to actions identified in the WFP. It is recognised that the Business Plan

% The KPI's were taken from the 2005-2006 ANAO Business Plan
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identifies the need to perform ‘analysis and evaluation of Workforce Plan activities’,
although as discussed in Section 4.4 the uptake of this initiative could be strengthened.

Staff members are responsible for business planning at the ANAO, and those that were
responsible for the development of the ANAO WFP, *° recognise that the development
of the WFP could be more explicitly integrated into the existing planning processes.

We were informed that establishing a more formal link to the WFP as an objective of
the 2007/08 business planning cycle, and the process to review and update the WFP.

Recommendation 1

As identified in Strategy 2 of the WFP, workforce planning should be integrated into
the existing business planning processes and framework. This will ensure that the
operational and strategic requirements of the organisation’s labour force (competencies
and demand) inform the strategies and actions developed as part of the WFP, and the
development of goals and actions as part of the Business and Strategic Plans are
informed by the ability of the organisation’s labour force to support existing and future
needs (capability and supply).

To best achieve this, we recommend the implementation of a rolling three year
strategic WFP which is updated annually to take account of the outcomes of the risk
management and business planning processes, and other factors such as the outcome of
the annual staff survey. Further, for this to be effectively achieved, there will be a need
to ensure that the process has adequate funding and resourcing, and that the shorter
term operational planning process does not inhibit the strategic planning process.

ANAO Comment

Agree. Planning and development of the next ANAO workforce plan has commenced
and the workforce plan is intended to cover the period 2009—11. For some years the
ANAO has been using a balanced scorecard approach to its business planning
incorporating the following four key elements into our planning process:

= our clients

=  our products and services

= our people

= our business performance
In addition, the ANAO has been undertaking staff surveys since 1995-96 and will
continue to draw upon outcomes of the annual staff survey in not just its workforce

planning, but many other aspects of the operation and management of the ANAO. We
agree that we should further integrate workforce planning issues into our business

% The Workforce Plan 2006—08 was developed by staff from PASG who were responsible for undertaking

the 2004-05 Workforce Planning Performance Audit. ANAO business planning is the responsibility of
staff in CMB.
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planning, in particular through consideration of the 'people' and 'products and services'
aspects of planning. We also acknowledge the benefits of the proposed rolling
approach to workforce planning and will incorporate this into our current planning
framework.

We also appreciate the importance of ensuring the process has adequate funding and
resourcing and, in the context of our constrained resource budget, will factor this
consideration into our strategic planning and decisions on budget allocations.

4.1.1 Workforce Risk Assessment

Documented in the WFP are ‘workforce challenges’ that were used in the development
of strategies and actions contained in the WFP. Discussions with staff responsible for
the development of the WFP revealed that these challenges were determined after
consideration of the ANAOQO’s strategic direction, and labour market trends being
experienced by professional auditing practices. Discussions also revealed that the
process used to arrive at the challenges was not well documented and did not involve
consultation across the ANAO, as would be expected of a robust risk assessment
process. Supporting this is the fact that the HR risks identified in the ANAO Risk
Management Plan and the Group Risk Management Plans, do not explicitly link to the
actions and strategies identified in the WFP.

As highlighted above, outcomes of business risk assessments should inform workforce
planning to help ensure that resulting strategies and actions adequately reflect and
consider the broader organisational risks. Adding rigour to this process by undertaking
a more formal work force risk assessment, which involves consultation across the
organisation and the documentation of key controls and risk ratings, could help ensure
that actions and strategies also give adequate consideration to direct and immediate
workforce related risks, which may not have been captured in the broader
Organisational or Group Risk Management Plans.

Recommendation 2

It is recommended that the ANAO as part of the development of their next WFP
formally conduct a workforce risk assessment to help inform the development of
targeted strategies and actions. Consideration could be given to developing the risk
assessment in consultation with stakeholders from across the ANAO, and for that
reason efficiencies could be gained by developing the workforce risk assessment as
part of the business planning and organisational risk management processes.
Consideration could also be given to prioritising the risks identified by allocating them
a risk rating. To assist in the development of an ANAO workforce risk assessment, key
workforce risks identified in the conduct of this audit have been documented at
Appendix 3.
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ANAO Comment

Agree. ANAO's first workforce plan, ANAO Workforce Plan 2006—08, made an
assessment of the strengths and weaknesses of ANAO staffing models, with particular
emphasis to organisational capability. This assessment was made with ANAO
outcomes and objectives as its context, taking into consideration labour market trends
affecting the professional audit practice environment in which the ANAO operates.
While a formal workforce plan risk assessment was not undertaken, all the potential
risks identified by the audit in Appendix 3 had been identified by the ANAO as
potential risks in either in its Corporate and business plans, risk plan and assessment or
its workforce plan.

ANAO agrees that as part of its development of its next workforce plan, the specific
incorporation of a workforce risk assessment would help inform the development of
targeted strategies and actions and the integration of workforce planning into existing
planning processes.

4.2 Monitoring the ANAO WFP
4.2.1 Regular Monitoring and Reporting

There has been limited regular monitoring of progress against actions identified in the
WEFP. It is understood that the Executive discuss workforce issues in forums such as
weekly Executive meetings, and SES planning meetings conducted twice a year.”’
However, since the launch of the WFP, progress on the implementation of the WFP
has only be formally reported twice to the Executive Board of Management (EBOM);
once in June 2006 and again in February 2008. Above all however, it is crucial that the
WEP continues to have the full support of the organisation’s leadership group.

Section 6 of the WFP (Review and Evaluation), does identify indicators and the
frequency they should be reviewed (annually or quarterly), to assist in the regular
monitoring and the assessment of workforce planning processes. While progress
against these indicators has not been followed, of greater significance is the fact that a
formal framework that involves regular reporting to EBOM against the indicators
identified in the WFP and the progress that is being made against each of the strategies
and actions, has not been established.

In conducting the current state assessment of the extent of implementation of the WFP
actions, it was evident that lack of specific individual ownership and accountability of
the WFP actions has contributed to some of the action items being ’in progress’ rather
than fully implemented..

7 Executive meetings focus on anticipated staff gains and losses and impact on execution of workplans.

SES planning have an organisational planning context focus, including review and update of business
plans, risk plans and considered matters such as contract labour strategies, initiatives ANAO might
implement to further respond to issues associated with attraction and retention of staff, and budget
responses to business strategies.
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Responsibility for each of the action items are documented in a table at Attachment
four of the WFP. In addition to the responsibility for the actions, the table lists
sponsors for each of the actions. Responsibility for the actions has predominantly been
allocated to a group of individuals (eg CMB, EBOM, all Executive Directors etc),
rather than having been delegated to a specific position. As a result, ownership and
accountability for the completion of the actions has been diluted.

Recommendation 3

Current and future WFPs need to be supported by a framework designed to monitor the
implementation of all actions, and report formally the progress against those actions to
management. In establishing this framework, it is recommended that the Remuneration
Committee’s role could be expanded to include tracking progress of the
implementation of WFP actions, and that this be reported to EBOM on a regular (for
example quarterly) basis.

Further, the ANAO might consider enhancing the consultative role of the Workplace
Consultative forum as part of the process to update and implement the WFP. The
responsibility for actions identified as part of future workforce plans be delegated to
specific positions to ensure clarity of accountability and ownership for execution.

ANAO Comment

Agree. ANAO has already expanded the role of the Remuneration Committee and its
members to include more strategic organisational HR management issues e.g. members
of the Remuneration Committee are performing the role of a Steering Committee on
the development of the next ANAO workplace agreement. Further, ANAO plans to
consult with all service groups and the workplace consultative forum in the
development of the next workforce plan and has already conducted several specific
meetings with the SES regarding attraction and retention of staff and one of the two
SES conferences this year has the workforce plan as a significant component of the
agenda.

Responsibility for each action item in the current workforce plan was documented
including sponsors for each action item. We acknowledge that many actions were
predominantly allocated to groups within ANAO and we accept use of 'lead
individuals' could be incorporated in the next plan to ensure better clarity of ownership
of execution of action items.

Consistent with the arrangements in place for the first ANAO workforce plan,
allocation of responsibilities to complete specific actions contained the plan will be
made. Under the new plan, ANAO will put in place steps to improve monitoring
progress against those actions regularly by the Executive management group and will
improve reporting to staff, including through engagement of the Workplace
Consultative Forum.
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4.3 Implementation of the WFP
4.3.1 Outcomes of the Current state Assessment of the WFP Actions

A current state assessment of the extent of implementation of the WFP was undertaken
as part of this audit. The outcome of this process has been documented in a traffic light
report and has been provided at Appendix 4 of this report. KPMG notes this was
ANAQ’s first attempt to develop a workforce plan and implement specific high
priority actions flowing from it. Our review of the workforce plan indicated it
contained all the key elements of a robust and sustainable plan.

The current state assessment revealed that out of 23 actions contained within the WFP:
® 14 have been adequately addressed (green);

= eight are ‘in progress’ but have not been finalised and implemented (amber);
and

= one action has not been adequately addressed (red).

Given the significance of successful human resource management to the ANAO,
continued focus to implement these and any future actions identified in the updated
WEFP is essential to ensuring ANAO achieves an optimal outcome against each of the
strategies. Successful implementation requires adequate resourcing and funding, and
will depend largely on the continued support by the ANAO leadership group.

4.3.2 Communication of Human Resource Management Initiatives

In conducting the current state assessment, it was revealed that the ANAO has
undertaken many HR Management initiatives to assist in the retention and attraction of
resources. For example initiatives include; a workforce diversity program, an awards
and recognition scheme, a study assistance policy, an annual staff survey, a mentor
program, a recruitment strategy and more recently the development of a learning and
development handbook.

While the ANAO are commended for undertaking these initiatives, discussions with
staff within Human Resources and across the ANAO more broadly revealed that some
of the papers/policies supporting the initiatives are dated and/or staff were not
universally aware of them.. As long as this occurs, there is a risk that much of the
benefit derived from having such initiatives in place is lost. Most importantly, from a
retention and attraction perspective, this includes the continued promotion of the
ANAO as an attractive place to work.
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Recommendation 4

The ANAO needs to refine strategies to help ensure that all staff are aware of and take
advantage of HR management initiatives, thereby helping to ensure that the initiatives
are successfully implemented.

While it needs to be the responsibility of all managers to assist in the implementation
of HR initiatives, it is recommended that relevant Committees and Corporate
Management Branch take a more proactive role to ensure that initiatives are:

1. Launched’ in ways that reach to widest possible audience; and
2. Staff members are periodically reminded of HR initiatives, or modifications to
initiatives as they occur.
Mechanisms which have been observed to work well in raising the awareness of HR
initiatives and issues more broadly, include:
= The continued regular promulgation of a ‘People’ newsletter;

= Incorporating the news of the introduction of new initiatives in the regular
correspondence issued from the organisations CEO or equivalent;

= The use of ‘quick links’ and portals on an organisations intranet site to
promote and provide staff access to ‘People’ news, including new initiatives
and changes to existing policies and procedures; and

= The use of staff meetings to promote, discuss and obtain feedback on new and
existing HR initiatives.

ANAO Comment

Agree. ANAOQO already publishes a variety of material in its staff newsletter
Auditorium. A review of the use and content of the newsletter was recently conducted
and enhanced HR reporting, including HR initiatives will be included in the modified
newsletter, along with other changes designed to provide consistent ANAO messages
and meet audience and office needs. Further work groups within ANAO have regular
meetings that increasingly involve Corporate Management Branch participation,
providing the opportunity to ‘promote’ HR and other organisational initiatives.

The ANAO is also making some revisions to its intranet and internet sites. Revisions
have been made to the Intranet to make it more functional and easier to navigate and
include sections for HR policies, agreements and improved searching and navigation
based on a full range of expected user life cycle HR requirements.

The ANAO will look to incorporate introduction of new initiatives into its regular
newsletter to clients — Opinions and in the regular newsletter from the Auditor—General
to other CEQ's, Parliamentarians and Parliamentary Committees — Audit Focus.
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4.4 Review and Evaluation of the ANAO WFP

4.4.1 Ongoing Review and Evaluation

In Section 6 of the WFP; Review and Evaluation, in addition to the need to regularly
monitor the implementation of the WFP (refer to 4.2 of this report), is the requirement
the WFP should be reviewed annually, and that as part of that process, consideration
should be given to the ongoing relevance of the WFP and its four strategies. Further,
the review process should involve updating information on labour market trends and
ANAO workforce trends.

While monitoring of the WFP has occurred formally twice, once in June 2006 and
again in February 2008, the WFP, has not been reviewed and challenged for ongoing
relevance since it was introduced in March 2006. It is understood that the WFP will be
reviewed and evaluated during 2008, and that the ANAO Executive have already
considered at a strategic level the basis for review of the WFP and its update, but are
yet to be provided a formal plan and timetable for the review and evaluation task.

As long as the WFP is not regularly reviewed and evaluated, there is a risk that
anticipated benefits associated with the introduction of the WFP may not be being
realised and that the actions and/or strategies documented within the WFP may no
longer be valid or relevant given; changes in the workforce trends, staff survey results,
changes in the organisations strategic direction, or the fact that some actions have not
been achieved.

Recommendation 5

As has been recognised in the WFP, a review and evaluation process and framework
needs to be established and implemented. As has been identified in the WFP, the
review and evaluation process needs to involve:

= Updating information on labour market trends and ANAO workforce trends;

* Review of the ongoing relevance and progress being made on the
strategies and supporting action items;

= Review and revision of performance measures (as required); and

= Review of the ANAO workforce environment to determine whether benefits
have been achieved.

To ensure that the review and evaluation process is appropriately informed, results of
the latest staff survey, and labour market trends and indicators need to be considered,
consistent with the development of the current WFP, as part of the evaluation process.
Further, in the interest of efficiency and to achieve integration with the business
planning process (as recommended in Section 4.1.1) the review and evaluation process
should been done to coincide with the annual business planning cycle.
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ANAO Comment

Agree. Evaluation of the Current workforce plan is underway as an input into the
development of the new workforce plan. In addition, consistent with the development
of the current plan, analysis of the latest staff survey results and updates to labour
market trends will be considered as input to development of the new workforce plan.

4.5 HR Reporting
4.5.1 EBOM reporting

HR management is a standing agenda item for EBOM meetings, and HR reports are
provided from each of the Groups as well as the HR section to inform discussion. The
reports cover statistics such as; head count, separations, full time versus part time staff,
and staff that are on extended leave.

Review of EBOM papers spanning a 12 month period, revealed:

= The HR statistics reported could merit from enhanced analysis by the Business
Groups;

= Consistency of presentation could be improved, acknowledging different
operational requirements and focus of business groups; and

=  The format and content of reports generated by the Human Resources section
for EBOM changed a number of times throughout the year, in response to
specific requests or to refine monitoring data to respond to developing
workforce issues.

Discussions with staff from HR, Performance Audit Services Group (PASG) and
Assurance Audit Services Group (AASG) that are responsible for developing the
EBOM HR reports revealed that there is a lack of clarity around the nature of HR
information to be reported. As such, HR have been ‘experimenting’ with the nature and
format of information that they are presenting. Further, through discussion, it is
understood that representatives from PASG and AASG are working together to ensure
their reports are consistent.

Recommendation 6

It is recommended that EBOM consider the HR information they require in the context
of updating the WFP. Further, statistics that are requested, should be supported by
enhanced and rigorous analysis aimed at providing strategic insight relating to the
information that is being presented. Integrating workforce planning into the business
planning process (as recommended in Section 4.1.1) should assist in providing clarity
around the nature of HR information to be reported, as the link to the strategic direction
and the risks faced by the ANAO will be more transparent.
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ANAO Comment

Agree. ANAO agrees with the recommendation and as noted above, has agreed that a
more integrated workforce plan and business planning would bring organisational
benefits. EBOM has recognised the need for enhanced HR data analysis, and report
formats have been progressively changed in response to specific requests to refine
reported data to respond to developing workforce issues.

4.5.2 HR Management Reporting

Outside of the EBOM, management are not provided with HR reports. Discussions
with a sample of Executive Directors however, revealed that they are generally aware
of HR issues within their area of responsibility. Group Executive Directors also do not
receive HR reports outside of the EBOM reports they receive, however they have
access to the InfoHRM database. The InfoHRM database contains ANAO HR statistics
as well as those for other similar agencies, allowing a level of benchmarking to be
performed. Subscription to the InfoHRM database comes by way of an annual fee
(approximately $30 000) and the contribution of ANAO HR statistics for use in
benchmarking.

As a result of discussion with sample of Group Executive Directors and through trying
to gain access to the InfoHRM database as part of this review, it was revealed that the
subscription to the InfoHRM database is not being fully utilised.

Review of InfoHRM revealed that it contains a large amount of statistical information
that can be used to identify general labour market trends and trends occurring in the
ANAO, and information from other labour market sectors that can be used to
benchmark against ANAO data. The information available in InfoHRM would also
greatly assist in the development of EBOM reports discussed above.

Recommendation 7

KPMG recommend that the ANAO maintain their subscription to the InfoHRM
database but review the staff that have access to it, with a view to improving the extent
to which the database is being utilised.

Assuming the number of people allowed to have access to InfoHRM is limited,
consideration should be given to removing access rights of Executive Directors, and
providing access to Group Administrators and/or designated HR ‘champions’ within
each Group, who would better utilise the InfoHRM subscription because of their roles
and responsibilities

ANAO Comment
Agree. The ANAO will take steps to better target the use of its HR Database.
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A Appendices

A.1 Summary of Recommendations

# Recommendation

1 As identified in Strategy 2 of the WFP, workforce planning should be
integrated into the existing business planning processes and framework.
This will ensure that the operational and strategic requirements of the
organisation’s labour force (competencies and demand) inform the
strategies and actions developed as part of the WFP, and the development
of goals and actions as part of the Business and Strategic Plans are
informed by the ability of the organisation’s labour force to support
existing and future needs (capability and supply).

To best achieve this, we recommend the implementation of a rolling three
year strategic WFP which is updated annually to take account of the
outcomes of the risk management and business planning processes, and
other factors such as the outcome of the annual staff survey. Further, for
this to be effectively achieved, there will be a need to ensure that the
process has adequate funding and resourcing, and that the shorter term
operational planning process does not inhibit the strategic planning process.

2 It is recommended that the ANAO as part of the development of their next
WFP formally conduct a workforce risk assessment to help inform the
development of targeted strategies and actions. Consideration could be
given to developing the risk assessment in consultation with stakeholders
from across the ANAO, and for that reason efficiencies could be gained by
developing the workforce risk assessment as part of the business planning
and organisational risk management processes. Consideration could also be
given to prioritising the risks identified by allocating them a risk rating.

To assist in the development of an ANAO workforce risk assessment, key
workforce risks identified in the conduct of this audit have been
documented at Appendix 3.
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# Recommendation

3 Current and future WFPs need to be supported by a framework designed to
monitor the implementation of all actions, and report formally the progress
against those actions to management. In establishing this framework, it is
recommended that the Remuneration Committee’s role could be expanded
to include tracking progress of the implementation of WFP actions, and that
this be reported to EBOM on a regular (for example quarterly) basis.
Further, the ANAO might consider enhancing the consultative role of the
Workplace Consultative forum as part of the process to update and
implement the WFP.

The responsibility for actions identified as part of future workforce plans be
delegated to specific positions to ensure clarity of accountability and
ownership for execution.

4 The ANAO needs to refine strategies to help ensure that all staff are aware
of and take advantage of HR management initiatives, thereby helping to
ensure that the initiatives are successfully implemented. While it needs to
be the responsibility of all managers to assist in the implementation of HR
initiatives, it is recommended that relevant Committees and Corporate
Management Branch take a more proactive role to ensure that initiatives
are:

= ‘Launched’ in ways that reach to widest possible audience; and

= Staff members are periodically reminded of HR initiatives, or
modifications to initiatives as they occur.

Mechanisms which have been observed to work well in raising the
awareness of HR initiatives and issues more broadly, include:

1. The continued regular promulgation of a ‘People’ newsletter;

2. Incorporating the news of the introduction of new initiatives in the
regular correspondence issued from the organisations CEO or
equivalent;

3. The use of ‘quick links’ and portals on an organisations intranet
site to promote and provide staff access to ‘People’ news,
including new initiatives and changes to existing policies and
procedures; and

4. The use of staff meetings to promote, discuss and obtain feedback
on new and existing HR initiatives.
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# Recommendation

5 As has been recognised in the WFP, a review and evaluation process and
framework needs to be established and implemented. As has been identified
in the WFP, the review and evaluation process needs to involve:

= Updating information on labour market trends and ANAO
workforce trends;

= Review of the ongoing relevance and progress being made on the
strategies and supporting action items;

= Review and revision of performance measures (as required); and

= Review of the ANAO workforce environment to determine whether
benefits have been achieved.

To ensure that the review and evaluation process is appropriately informed,
results of the latest staff survey, and labour market trends and indicators
need to be considered, consistent with the development of the current WFP,
as part of the evaluation process. Further, in the interest of efficiency and to
achieve integration with the business planning process (as recommended in
Section 4.1.1) the review and evaluation process should been done to
coincide with the annual business planning cycle.

6 It is recommended that EBOM consider the HR information they require in
the context of updating the WFP. Further, statistics that are requested,
should be supported by enhanced and rigorous analysis aimed at providing
strategic insight relating to the information that is being presented.
Integrating workforce planning into the business planning process (as
recommended in Section 4.1.1) should assist in providing clarity around the
nature of HR information to be reported, as the link to the strategic
direction and the risks faced by the ANAO will be more transparent.

7 KPMG recommend that the ANAO maintain their subscription to the
InfoHRM database but review the staff that have access to it, with a view to
improving the extent to which the database is being utilised.

Assuming the number of people allowed to have access to InfoHRM is
limited, consideration should be given to removing access rights of
Executive Directors, and providing access to Group Administrators and/or
designated HR ‘champions’ within each Group, who would better utilise
the InfoHRM subscription because of their roles and responsibilities.
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A.2 Workforce Profile Statistics

The ANAO provided a number of workforce statistics extracted from their payroll
system. The statistics were based on the following assumptions:

= Headcount excludes staff absent for 12 weeks or more. All other information
includes in—operatives;

= Workforce tenure relates to ANAO service only (no other APS service
counted). Where ANAO service is broken (ie. an employee is rehired), and the
break exceeds six months, only the service since rehire has been counted;

= Commencements for 2007—08 have been annualised (with the exception of
Graduates and Undergraduates); and

=  Terminations and turnover for 2007—08 have been annualised.

The statistics were analysed at a high level to assess any change in the ANAO
workforce as a result of implementation of strategies and actions outlined in the WFP.
Where relevant, comparisons are made to the APS data reported in the APSC 2006—07
State of the Service Report.

The section below contains a summary of this information. This information is not
intended to be a complete and detailed assessment of the ANAQ’s current workforce
profile.

A.2.1 Headcount, full time equivalents, and part time staff

As at February 2008 the ANAO employ 297 staff (286.4 full time equivalent staff).
The trend of headcount and FTE have been consistent over time.

The percentage of part time staff has increased marginally from seven to ten per cent
since the WFP was approved, slightly lower than the 11.7 per cent reported by the
APS.

A.2.2 Gender

The ANAO workforce remains around 54 per cent female, consistent with the 57 per
cent reported by the APS. Females at the ANAO tend to be younger and occupy more
junior positions.

A.2.3 Age

The average age of the ANAQO’s workforce has remained consistent at around 38 years
since 2004—05. The APS average age is 42 years. There has been little change in the
percentage of ANAQO/ APS staff in each age bracket. With the main change being an
increase in the percentage of ANAO staff aged 25 to <35.

The percentage of ANAO staff in the <25 and 25 to 35 age brackets remains 5 per cent
and 10 per cent higher respectively than that of APS and ANAO staff 35 to <45, 45 to
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<55 10 per cent lower. The percentage of ANAO staff 55 and over is lower than the
APS which in turn is lower than the Australian labour force (14.8 per cent).

The ANAOQ’s staffing rate (percentage of staff aged 55 to <65) has increased from
around 8 per cent in 2005-06 to 10 per cent in 2007—08. Whilst the staffing rate
remains lower in AASG and PASG than other business areas, the staffing rate of these
business areas is on an increasing trend.

Percentage of staff by age
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A.2.4 Length of tenure

The ANAQ’s average workforce tenure has declined from 6.4 years to 5.8 years since
2004-05. In comparison the APS average tenure has decreased from 9 years to 7 years.
The business areas with the lowest tenure remain to be AASG and PASG which
continued to decline.

Average workforce tenure by group
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Length of tenure of staff aged <25 and 25 to <35 remained at around 1.4 years and 3.2
years respectively. Of concern is the decrease in length of tenure of staff in the 45 to
<55, and to a lesser extent, the 35 to <45 age bracket.

Average workforce tenure by age
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At 67 per cent, the percentage of staff with less than five years experience is
reasonably constant over recent years. However it remains considerably higher than the
36.2 per cent reported for the APS.

There was a small increase in the percentage of employees with 5—10 years experience
and a small reduction in the percentage of staff with more than 10 years experience.

Percentage of staff by length of tenure
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The main reduction in length of tenure has been in AASG and PASG. 75 per cent of
AASG staff have less than five years experience. There was a reduction of 2.4 years in
the length of tenure of those aged 45-55.

Average workforce tenure by age
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A.2.5 Separations

In February 2008, the ANAQ’s turnover (annualised) was 28.7 per cent, an increase
from 19 per cent in recent years and well above the ANAQ’s target of 18 per cent. In
more recent years, turnover in PASG has been higher than that of AASG. This differs
from the situation at the time of the approval of ANAO’s WFP.

ANAO, AASG and PASG turnover
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3040 per cent of separations form the ANAO tend to be due to transfer/ promotion
within the APS.

There has been an increase in the percentage of staff leaving that have less than 1 year
experience.

Tenure at separation
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The graph below shows an increasing trend in turnover in staff aged 35 years and over
and a reducing trend in those aged below 35 years. In 200607 and 2007—08 turnover
has been highest in those aged 35-45 years.

Turnover by age
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A.2.6 Commencements

Whilst the highest percentage of commencements are in the <25 and 25-35 age
brackets, commencements have increased in the 35-55 age bracket and reduced in the
<25 age bracket since 2004-05.

Commencements by age
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A.4 Current State Assessment of the Extent of
Implementation of the ANAO WFP
In the table below we have presented the outcomes of the current state assessment of

the extent of implementation of the ANAO WEFP. The current state assessment has
been prepared after:

= Consideration of controls and mitigating actions identified as part of the risk
assessment process;

= Interviews with a sample of Group Executive Directors’, Executive Directors’
and HR personnel; and

= Review of the two updates that have been provided to EBOM on the state of
implementation of the WFP (June 2006 and February 2008).

Comments have been provided against each of the actions in the WFP, and the status
has been summarised using ‘traffic lights’ where:

Key
Action has been taken or when implemented will adequately address
the action item.
Action is in progress, but needs to be modified and/or finalised, and
implemented

. Action has not been adequately addressed
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