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Background

In 2001, Sainsburys outsourced its IT function to Accenture. However for a number of reasons, the contract did not work for either party and it was terminated and the function brought back within Sainsbury’s control.

I was brought in to re-establish the control and reporting and policies and procedures for Sainsbury’s IT capital accounting (it spends about £60m on capital items out of a total IT spend of about £250m). This work was to be completed ahead of a full-time permanent person being appointed to the position. However once the project started, it was clear that there were many procedures that have never been in place (despite Accenture) and that there are others which have always been in place but have not been appropriate.

I started the role in July 2006 and completed it in January 2007.

Back to the Top
Interim scenario

The primary requirement of this role was to ensure that reporting, policies and procedures were in place following the in-sourcing of IT and to that extent was similar to a post-acquisition integration project. 

In addition, the role would have to be filled by a permanent, full-time member of staff and to that extent it represents a holding position whilst that person is appointed.

Finally, there were a number of activities that were outside the initial brief of which Sainsburys took advantage of my side experience of general management and financial management. These are listed under ad hoc work.
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Structure

Although IT is not a core activity for Sainsburys, it is a key element in the delivery of its service to customers. Without IT, the in-store promotions will not work and goods cannot be delivered to store through the supply chain. My role reported to the head of IT finance, who in turn reports to Sainsbury’s Finance Director.

Sainsburys is public company with a turnover of about £18bn. During this time, it was on a recovery position following a number of years of losing market share.

My key responsibilities were in two main areas: project reporting and asset management.

Back to the Top
Reporting systems

At the start of the contract, reporting was poor. This type of activity needs to have reporting across each project over the life of that project and to mark financial performance across the different milestones that the project achieves. The only reporting that was in place was based on Sainsbury’s financial years rather than on projects with comparison to the financial year’s budget and forecasting to the end of the year. This meant that there was not a clear picture of where a particular project was heading.

The ideal reporting tool for a project-based activity such as this is a project-based accounting system. Normal financial systems follow the year-end model, described above, whereas what was needed was a system that covers the life of the project cycle. Sainsburys had never used this form of accounting although Accenture did so through their systems (but these were not available to Sainsburys). 

In addition, IT was responsible for the implementation of IT throughout the business, which includes the point of sale infrastructure at the stores. Reporting of this activity was based around informal Excel workbooks and stock controlled through a process of estimation and planning activities. There was no accountability for the implementation of high value kit into stores nor recognisable inventory management and forecasting.

Back to the Top
Business cases

All proposals for IT capital projects had to have a business case associated with it. The structure for presenting project proposals and their approval was changed during this time as the interfaces with Accenture within Sainsburys were replaced by proper internal controls within Sainsburys.

The responsibility for the preparation of the business case lay with the business partner responsible for that division requesting the project. As such, the proposal of a business case was a joint proposal between an IT representative and the non-IT division concerned and this had to be approved by the IT project approvals structure (essentially a committee made up of the senior IT managers, which included the 4 business partners, the Head of IT, the Head of Finance (IT), the Head of Project Delivery and the Head of Technical Support.

Prior to approval, it was my responsibility to check through the financial aspects of the business case and act as the link with procurement. Although there was an NPV calculation, the benefits accrued to the division rather than IT as they were the ultimate user. There were a number of ways in working out NPV’s in the company as a whole and whilst this was the main investment criteria, there was also a cash criteria that was invariably ignored. Therefore, I wrote an NPV model to deal with the various permutations within the Sainsburys project authorisation structure.
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Computer systems

Sainsburys use Oracle as its financial system. Many of the systems that would be anticipated for this type of organisation were missing, so my role was to identify the Oracle functionality that was required, the interfaces that Oracle would have with other systems and how the revised structure would work in practice. Since this was all new to Sainsburys, it meant that I would have to persuade some key internal stakeholders of the sense of the architecture and to put together a business case for the Sainsburys to invest in the project.

The key modules that were considered were Oracle Projects, Oracle Inventory Management, Oracle Order Management and Oracle Resource Planning with interfaces with the Asset Management system, Remedy, and the time recording application, Tempus.
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Planning
My work in this area involved the interface with the Program Management Office, the team that is responsible for monitoring projects from a technical perspective. A key element of this was mentoring staff on matters that were of strictly financial importance and also how to present performance reports generally.

I was responsible for the financial input to the changes that Sainsburys made to the planning of IT projects through the technical stages and the management of those projects once they had gone through the approvals process and work started. A key element of this is the input that IT Finance were to have in the preparation of business plans and to ensure that they were complete. This ensured that once the project was being worked on and we were reporting activity, IT Finance had advanced knowledge of the project, a feature that was lacking from the original structure.
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Asset management

Under the structure that Accenture employed, this activity was used to support the invoice for capital expenditure that Accenture sent to Sainsburys each month. My role was to change the focus of asset management from that of an invoice processing activity to that of performance measurement and evaluation for decision- making and control. This represents a shift from processor to strategic evaluator. In addition, the asset management of hardware was devolved from that of software; certain aspects of software asset management were ignored whilst others were carried out in other parts of IT; my job was to ensure that asset management was a complete service for Sainsburys.
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Ad hoc work

US Generally Accepted Accounting Practice (US GAAP)

Sainsburys have relationships with a number of US-quoted software suppliers who provide the backbone of many of the important systems in stores, in the supply chain and in accounting systems. The purpose of my work was to identify those areas of US GAAP (particularly Statement of Position 97-2) that drives the behaviour of these suppliers, so that the IT’s procurement and finance teams could understand this. The paper was not just a technical statement – it provides a basis on which the team could negotiate contracts, and where necessary I was involved in that negotiation.

Activity-Based Costing (ABC)

The structure of Sainsbury’s is that there are several hundred stores dotted around the country and these are controlled from a central location in Central London. Effectively, this makes the central location a shared service centre, and it is here that IT is based. ABC is an excellent tool for pricing the cost of activities in a shared service centre, particularly for an IT function that offers a service at a number of different levels. The purpose of my work was to provide the options that are available to Sainsbury’s IT under ABC, the strategic nature of those options and how it may work in real life given the culture and climate of the business and particularly where at what point in its development IT could implement this tool.

Financial training for non-finance managers

As part of the implementation of financial internal controls, it is important to ensure that all managers that are accountable have the same or similar level of financial awareness. The purpose of this work was to write 3 “brown bag” sessions for key managers within the business so that they could understand financial and accounting processes, the policies that Sainsburys employ (particularly its investment appraisal techniques) and the structure of IT’s finance operation.
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Culture

Please refer to a sociological approach to culture for an explanation of this

Sainsbury’s has a high sociability rating, suggesting that it is a networked organisation. Many of the change initiatives suggested in a psychological approach to culture were being implemented in the business and these were intended to increase the level of solidarity of the company in the light of its loss of market leadership over the preceding few years. As comparative newcomers to the organisation, IT were subjected to the culture change initiative “Making Sainsbury’s Great Again” from its re-insourcing and at an accelerated rate.

There were a number of different cultural impacts on IT that this initiative would have had to contend:

· People that were part of Sainsbury’s before IT was outsourced

· People that were part of Accenture before IT was outsourced and were now part of Sainsbury’s

· People that were not members of either organisation and now were part of Sainsburys (and this includes quite a few people that had come over from Safeway, a business based nearby in Middlesex and recently acquired by Wm Morrison plc)

· People that were never part of the outsource project and remained with Sainsbury’s
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