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Exh�b�T 1
Revenue/employee – BenchmaRking of a malaysian glc with its peeRs in a similaR 
 industRy



section 1 : why continuous impRovement?
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Exh�b�T 2
financial impact of opeRational impRovement initiatives  



section 1 : why continuous impRovement?
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Exh�b�T �
opeRational impRovement is not a one-off event at petRonas

Exh�b�T �
thRiving on continuous impRovement



  



  





�

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5

Exh�b�T �
summaRy of five-step appRoach to enhance opeRational efficiency
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STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5



section 2 : assessing glcs’ staRting position
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Exh�b�T 6
the dupont model
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STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5

Exh�b�T 7
Review Business diRection

Exh�b�T 8
case study - stRategic consideRation on potential ‘tRade-offs’



section 2 : assessing glcs’ staRting position
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Exh�b�T �
value chain analysis
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Exh�b�T 10
illustRation of coRe and non-coRe activities foR a phaRmaceutical company

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 11
sample BenchmaRks
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Exh�b�T 12
vaRious levels of BenchmaRking within an oRganisation

 

Exh�b�T 1�
case study on Regional BenchmaRking

 

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5



section 2 : assessing glcs’ staRting position
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Exh�b�T 1�
maJoR pitfalls of BenchmaRking

• Annual Reports

• Analyst Reports

• Government/  
NGO Publications 

• Market Research

• Industry Reports

• Participation 
in Industry 
Benchmarking

– Balance sheet, P&L 
statements, etc.

– Credit agencies

– e.g. Bank Negara Malaysia, 
Economic Planning Unit, etc.  

– Market Research Agencies.

– Various industry master 
plans: e.g. Capital Market 
Master Plan, Financial 
Sector Master Plan, etc.  

sources of Benchmarking information: 
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Exh�b�T 1�
evaluating the pRopeRty poRtfolio

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 16
inteRnal and exteRnal opeRational impRovement options foR coRe activities

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5

4 Options in Section 3 may also be applicable to non-core activities that are retained (i.e. where the status quo is maintained as discussed    
in Section 4).



22

Exh�b�T 17
potential leakage points in the Revenue cycle

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5



section 3: impRoving opeRations foR coRe activities
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A GLC providing retail services embarked on a project to better understand its operational costs and yield 
(profitability) of its products and services. 

starting position

● The GLC’s retail business was loss making.
● Poor understanding of cost structure and yield of its products and services.
● High overheads due to inefficiency of processes.

steps taken

● The GLC set up a project team to study and analyse the cost structure and the yield of its 
products and services.

● The findings of the team included: 
– Only 10% of the service centres were profitable.
– Only 2 out of 10 products/services offered were profitable (refer to Exhibit 18).
– For provision of some products/services, the tariffs the GLC charged its business partners 

were below cost.
– “Transfer Pricing” to other related business units were well below cost.

outcome

● The GLC used the findings of the study to effectively price new products and services and also 
to revise its pricing strategy.

● The GLC renegotiated its tariffs with existing business partners and reviewed the basis for its 
transfer pricing.

● The GLC realigned its processes to improve the yield of its products and services.
● The GLC also explored new activities to enhance the productivity of its service centres.

Exh�b�T 18
pRoduct and seRvice pRofitaBility/yield
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Exh�b�T 1�
delayeRing

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 20
BpR development and implementation stages

The following case study provides an example of some drivers that may lead to a BPR exercise, as well as 
the typical implementation steps involved.

A leading regional organisation embarked on BPR exercise to improve its internal processes.

starting position

● Key issues faced were:
– Inefficient capacity utilisation.
– Duplication of roles and activities. 
– Excessive controls. 
– Roles and responsibilities not clearly defined.
– Manual processing.
– Poor cycle-time.

● This contributed to sub-optimal productivity, inefficient use of resources, high operating costs, 
and poor customer service.  

steps taken

● The BPR project was conducted in three stages:
 Stage 1 – Conceptual Design (to identify, assess and streamline existing activities).
 Stage 2 – Detailed Process Design (to realign roles and skills based on the new activities).
 Stage 3 – Implementation. 

key outcomes

● The organisation successfully streamlined and enhanced its activities.
● The number of sub-processes was reduced by 35%.
● Additional revenue was generated by introducing revised/new charges to customer for 

existing/new services. 
● The organisation identified areas for automation to achieve further cost savings and improve 

cycle time.

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5



section 3: impRoving opeRations foR coRe activities
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Exh�b�T 21
shaRed seRvices/outsouRcing application matRix
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Exh�b�T 22
total savings fRom implementing shaRed seRvices 

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5

A local conglomerate with a diversified portfolio business (ranging from construction to travel and leisure) 
embarked on establishing a Shared Services centre.

starting position

● Numerous subsidiary companies are managed by individual, designated managers.
● Each subsidiary company:

– Manages its own bottom-line;
– Has its own operating staff, budget and management style;
– Decides on its own partners, vendors and suppliers; and
– Reports its own business strategy and output to top management.

● Increasing costs and heightened competition led to a decision to share key internal support 
activities amongst the subsidiary companies. 

steps taken

● The conglomerate selected three support activities for each subsidiary to share.
● It then collected in-depth information to: 

– Assess the potential for sharing the activities; 
– Develop the business case covering the Shared Services centre’s strategy, initial design, 

potential cost savings and improvement initiatives.
● This was followed by designing and implementing the Shared Services centre over a period of 

four years (refer to Exhibit 22 for details).



section 3: impRoving opeRations foR coRe activities
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key outcomes

...

● The conglomerate was successful in establishing its Shared Services centre and managed to 
reduce its costs in these activities by 27%, while avoiding 33% of future costs.

● In-depth development of the business case and strong leadership support were the key success 
factors in launching the Shared Services centre.

● Subsequent to the establishment of the Shared Services centre, the scope of work has been 
expanded to cover new activities. 
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STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 2�
fRanchising contRiBution to sales 

A multinational organisation franchised its retail operations to expand its distribution network, enhance 
sales and reduce its capital investment.

starting position

● The company was experiencing low growth rates with its traditional model of expansion (setting 
up new stores of its own). 

● Although it had stores in major cities, it lacked a presence in many parts of the country.  

steps taken

● The franchisor reviewed its business plan and established the long-term strategic direction for 
its franchising operations.

● It then ascertained and prioritised issues with the potential to affect the success of its franchise 
operations, and developed specific strategies and action plans to address them.

● Five critical success factors were identified to guide the implementation of its franchising 
initiative. These included:
– Franchisees must be carefully selected to ensure fit to the intended programme;
– Proper orientation must be provided for franchisees;
– Capital funding required from franchisees must be feasible (i.e. franchisees must be able 

to generate margins);
– A detailed and comprehensive operating manual must be developed; and
– Adequate marketing support must be given to franchisees.

● This process was reiterated over the years to further enhance the franchise operation. 
 

key outcomes

● The franchising initiative succeeded in growing the company’s business:
– Sales more than doubled within 5 years; and
– Franchising contributed nearly half of total (gross) sales.

● Because of the success it achieved in Malaysia, the company introduced the revised franchising 
concept to its businesses around the world.
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STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 2�
changes in oRganisation and focus – pRe & post outsouRcing 

A Malaysian GLC outsourced its IT operations in an effort to better manage the IT issues within its 
organisation.

starting position

● The GLC had under-invested in business application upgrades and complexity reduction. The 
level of IT investment as a percentage of revenue was nearly half the industry average.

● Existing IT staff did not possess the skill sets needed to enhance the GLC’s IT capability to the 
desired level.  

● Much of the IT department’s time was spent on IT operational issues.

steps taken

● The GLC developed a business case detailing its current situation and clarifying the need for IT 
outsourcing to an independent company.

● The GLC then entered into a long term relationship with a global IT specialist to manage its IT 
operations, the terms of which were captured in an outsourcing contract and master services 
agreement.

● Processes were enhanced and service levels were defined in an SLA.
● IT staff were given incentives to join the outsourcing vendor, who then screened staff for 

suitability. Staff who were not taken up by the outsourcing vendor were offered Voluntary 
Separation Scheme (VSS) or redeployed.

● Five out of seven IT areas were outsourced to the selected vendor under a phased approach, 
while the GLC retained responsibility for IT planning.
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Exh�b�T 2�
impRovement options foR non-coRe activities
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STEP 2A STEP 3A STEP 4A
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�0

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5



section 4: impRoving opeRations foR non-coRe activities

�1



�2

 

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 26
IMMEDIATE ACTION STEPS FOR GLCs

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5

a. mobilisation ceo to appoint an internal project champion
● Assign roles and responsibilities and clarify mandate of Project 

Champion
● Project Champion to participate in the Workshops, Seminars and 

Roundtable sessions
● Project Champion to obtain agreement of CEO on high level 

timelines, targets, resources and reporting frequency

B. evaluation identify Business plan deliverables
● Review and affirm strategic direction
● Confirm Business Plan deliverables

value chain analysis
● Map all activities to value chain
● Identify core and non-core activities

conduct Benchmarking and assessment 
● Benchmark performance indicators for core activities
● Assess the financial and operational performance for non-core 

activities

c. Efficiency select options for improving operations
● Identify gaps and options for core and non-core activities
● Prioritise the options and support with business case
● Determine and quantify benefits to be achieved
● Present and obtain Board approval on the plan

d. execution Track Progress and Benefits Captured
● Establish a programme management plan with milestones and 

a responsibility matrix
● Develop and put in place a process and structure to track the 

progress of operational improvement initiatives 
● Track/measure the level of benefits captured from 

implementation and report progress to Board on a quarterly 
basis

   attributes of a project champion
● Possesses a direct reporting line to CEO/MD.
● Has a cross functional perspective across all business units. Examples of typical positions include Chief 

Operating Officers, Directors of Operations, Chief Financial Officers, Heads of Strategy etc.
● Able to programme manage initiatives across various functional workstreams (both revenue and cost 

centres).
● Credible and respected within the organisation - able to function as an effective ‘change agent’.
● Able to see the big picture, understands overall business objectives and has good attention for details.
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Exh�b�T 27
pRoposed implementation timeline foR immediate action steps 

Exh�b�T 28
sustaining opeRational impRovement 

STEP 1 STEP 2

STEP 2B STEP 3B STEP 4B

STEP 2A STEP 3A STEP 4A

STEP 5
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Exh�b�T 2�
pRogRamme sessions foR 2006/07 

TOPICS COVERED

session 1:
Kick Off Workshop

• Framework for Continuous Improvement
• Evaluation stage – best practices and case studies

session 2
Efficiency & Execution

• Options for Improving Efficiency (Outsourcing, Shared 
Services, BPR, Lean and Six Sigma approaches)

• Execution framework and capacity building
• Best practices illustrations and case studies

session 3:
Workforce Effectiveness

• Organisational effectiveness
• Manpower planning

session 4:
Roundtable Session on 
Customer Charter

• Enhancing customer satisfaction
• Making customer charters work

optional session:
Franchising Circle

• Roundtable discussions with PNS and MFA
• Positioning and best practices
• Financing options



fRamewoRk foR continuous impRovement
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aBs Asset Backed Securitisation

atk Available Tonne Kilometres

atR Asset Turnover Ratio

BpR Business Process Re-engineering

ceo Chief Executive Officer

cRm Customer Relationship Management

eBitda Earnings Before Income Tax, Depreciation, and Amortisation 

glc Government-Linked Company

glct GLC Transformation

glic Government-Linked Investment Company. These include Permodalan Nasional Berhad (PNB), 
Khazanah Nasional Berhad (KNB), Lembaga Tabung Angkatan Tentera (LTAT), Employees Provident 
Fund (EPF) and Lembaga Tabung Haji (LTH)

hR Human Resource

it Information Technology

klci Kuala Lumpur Composite Index

kpi Key Performance Indicator

lng Liquefied Natural Gas

mecd Ministry of Entrepreneur and Co-operative Development

mfa Malaysian Franchise Association

nBv Net Book Value

ngo Non-Governmental Organisation

opex Operating Expenditure

p&l Profit and Loss

pcg Putrajaya Committee on GLC High Performance, comprising YB Minister of Finance II and CEOs/
Managing Directors of PNB, KNB, LTAT, EPF and LTH

pns Perbadanan Nasional Berhad

pp&e  Property, Plant and Equipment

Roa Return on Assets

Roe Return on Equity

Roic Return on Invested Capital

sla Service Level Agreement

tmo Transformation Management Office

vBm Value Based Management

vca Value Chain Analysis

vss Voluntary Separation Scheme
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