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This document provides a
helicopter view on different
complementary project
approaches and aims to gain a
basic common understanding of
future service delivery options.
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Project Objectives & Deliverables (Project Example)

The project aims to increase the
effectiveness and efficiency of
the HR function through both, the

HR Service Delivery Model increase of value added and the
(future products, processes, reduction of costs.
and services)

Cost Reduction Schedule Global HR Value Added Products

(matching business plan targets) Transformation (niteget e
performance management cycle)

Adjusted New Organisation
(budget, headcount, roles e.g.
business partner, center of expertise)
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Complementary Project Approaches (Project Example)

Complementary approaches to increase the effectiveness and efficiency of the HR function.

Proportional

Target Budgeting

Proportional cost cutting

Advantages:

o Straight forward target costing by
region, function, and level

 Consideration of different location
costs for comparable services

Disadvantages:
® Scale effects not considered
¢ Value adding of secondary importance

Product Driven
Zero Base Budgeting

Focus on value adding products

Advantages:

e Strong focus on value adding products
and services

® Making clients sensitive to value adding
products and product delivery costs

e Sustainability through visible change
Disadvantages:
* Highest organisational resistance likely

® Renunciation of products/services
necessary

® Process focus of secondary importance

Role Driven
Service Delivery Modelling

Ensure efficient workflow

Advantages:
o Strong focus on scale effects
® Aiming at effective workflow design

* Avoidance of overqualified workflow
staffing

Disadvantages:

® Cost analysis of current service
organisation of secondary importance

March, 2008
Page 4/40

The complementary approaches
provide advantages and
disadvantages for a sustaining
transformation process.
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Integration of Complementary Approaches (Project Example)

The two different budgeting
approaches and their impact on
future role driven service delivery
scenarios need to be
systematically assessed.

Client Needs Analysis & Segmentation

Proportional
O Cost simulation for
to-be scenarios

Target Budgeting

Role Driven

© Clarify budget reduction Service Delivery ———
target Modelling © To-be scenario
- © What are the specific development for
® Define guiding principles requirements of our HR processes & products
for calculation clients? e
— 2] HTV\t/ dtO (:rl:f HR_prod:(gs @ As-is product and
_ . relate to the various roduct costs analysis
© As-if calculation of roles? g UA S
proportionally reduced © Which roles do we need © As-is process analysis
target budgets to strengthen? and benchmarking
® Which service delivery
model seems to be Product Driven
feasible for us? Zero Base Budgeting

Market Benchmarking
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Proportional Target Budgeting Approach

This approach focuses on
proportional cost cutting

Proportional Target Budgeting

© Clarify budget reduction O Clarify budget reduction target

target ,

= Analyse business targets
T = Analyse performance metrics

® Define guiding = Derive target budget

principles for

calculation ® Define guiding principles for calculation

- = Define cost parameters

© As-if calculation of = Define breakdown calculations

proportionally reduced

target budgets ® As-if calculation of proportional target budgets

= Total organisation (company, divisions, business units)
= Total FTE scenario

= Regional / country scenarios

= Functional scenarios

= HR relationship management scenarios
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Product Driven Zero Base Budgeting Approach

This approach focuses on the
offering of value adding products.

® Cost simulation for to-be scenarios

= Cost simulation of alternative to-be scenarios based on the change of
processes and product offerings

© To-be scenario development for processes and products

= Change of processes

) . L . S (4] imulation for
= Change in product offerings (standardisation, automation, elimination, etc.) Cost simulation fo

to-be scenarios

® As-is product and product costs analysis e

- o © To-be scenario
= Description of a service directory

L . development for
(standard products, individual amendments, projects) processes and
= |dentification of reference parameters for each product (e. g. number of units) products
= FTE analysis by products

= Cost analysis by products and per unit
® As-is product and

O As-is process analysis and benchmarking product costs analysis
= Internal process mapping ——
= Internal process analysis O As-is process analysis
= External process benchmarking and benchmarking

Product Driven Zero Base Budgeting
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Dimensions of the Product Driven As-Is Analyses

The as-is-analyses serves to
achieve transparency on FTE and
cost allocations by HR processes

Costs per Costs.per and in particular by HR products.
Product Unit .
The analyses delivers e.g. costs
Labour Material External Overhead per unit and performance
Costs Costs Costs Costs indicators for scenario building
and shows possibilities for
FTE FTE_ FTE_ FTE_ FTE_ process improvements.
Total HR Unit | HR Unit |l HR Unit Il HR Unit n

HR Process A HR Product 1

m
HR Process B r_r|| HR Product 2

Q

>

o
HR Process C S HR Product 3

wn

»
HR Process D g HR Product 4

2

=)
HR Process E s HR Product 5

>
HR Process F HR Product 6




BAUMGARTNER$PARTNER

performance management worldwide

Global HR Transformation
Project Objectives & Approaches

March, 2008
Page 9/40

Analysis of the Service Directory by Products and their Variations

Product — Resource - Matrix

Product
Categories

Cost
Categories

The Service Directory focuses on

produced).

products and maps these products to
HR processes (the way products are

Basic
Services

v

Product A
Product B
Product C

Product N

FTEs per
Cost Center

Variant Parts
List

v

Variant A1
Variant A2
Variant A3

Costs per Costs per
Product Unit

Indlvu_jl_JaI Projects

Amenities
v v
Add. Output A2a Project A
Add. Output A2b Project B
Add. Output A2c Project C
Project N

HR provides a wide range
of HR services which should
be analysed from a product
perspective.
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This document provides a
helicopter view on different
complementary project
approaches and aims to gain a
basic common understanding of
future service delivery options.
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Different HR Client Groups

The HR service delivery model
needs to meet the different
requirements of various client

Different HR Client Groups Common Basic Requirements groups.
Top
Management
External _—
Ap)[glicants Malr?;zrelz(r::ent ® availability / easy to reach
e friendliness
Board ¢ professional business knowledge
® speed
Employees All e value adding contributions
Representatives Managers ® precision / correctness
All

Employees
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Client Needs Analysis & Segmentation

Typical Requirements of HR Clients (1/7)

Different HR Client Groups

Typical HR Requirements of the Board

® Enhance decisions about human capital and connect human resources to strategy

Top
Management o [ncrease the success of the organisation by improving decisions that impact or
External Branch depend on talent resources
Applicants Management * Anticipating development and implementation of a human resources strategy that is
aligned with the Corporate strategy
© Implementation and follow-up controlling of HR-related ideas and decisions of the
Employees All Board
Representatives Managers
Al ® Hiring/placement of top candidates in the right positions at the right time
Employees ® Management of all co-determination issues in alignment with Corporate strategies

® Coaching and advising Board Members in their own leadership role
* [ndividual development and career counselling for direct reports
® HR related information and analyses

The needs and perceptions of
different client segments shall
be verified and specified in
scenario discussions with

key stakeholders.
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Typical Requirements of HR Clients (217)

Different HR Client Groups

Typical HR Requirements of the Top Management

Top
Management
External Branch

Applicants Management

Board
Employees All

Representatives Managers
All
Employees

* In-depth knowledge of business processes and projects and the resulting HR
requirements

® Knowledge of the existing employee potentials

® Optimisation/Controlling of the development of labour costs

® Support to planning and approval of employee resources

® Avoidance of open jobs, €. g. in case of terminations

® Pro-active succession planning

o [ndividual development and career counselling for themselves and for direct reports
o Advisory/Counselling and implementation support in case of new work models

® Support in case of conflicts with managers, employees and employee
representatives

o [nformation on HR policies and objectives of the company

o [nformation on the morale and climate in the individual organisation units
® HR related information and analyses

® Furthermore similar requirements as All Managers

The needs and perceptions of
different client segments shall
be verified and specified in
scenario discussions with

key stakeholders.
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Typical Requirements of HR Clients (3r7)

Different HR Client Groups

Typical HR Requirements of the Branch/Subsidiary Management

Top
Management
External Branch
Applicants Management
Board
Employees All
Representatives Managers
All

Employees

o Acting in the interest of the branch/subsidiary (as few restrictive rules and systems
as possible)

® Avoidance of unnecessary bureaucratic systems
® Coaching and advising Branch/Subsidiary Managers in their own leadership role
 Providing pool of leadership potentials

® Supporting the (local) Head of HR e. g. in Corporate, legal and co-determination
issues

® Furthermore similar requirements as Top Management

The needs and perceptions of
different client segments shall
be verified and specified in
scenario discussions with

key stakeholders.



BAUMGARTNER$PARTNER

performance management worldwide

Global HR Transformation

March, 2008

Client Needs Analysis & Segmentation Page 15/40

Typical Requirements of HR Clients (417)

Different HR Client Groups

Typical HR Requirements of All Managers

Top
Management
External
Applicants
Board
Employees
Representatives
All

Employees

Branch
Management

All

Managers

o Advisory/Counselling in individual people issues

® Support in the use of HR systems and legal frameworks (e. g. flexible working time,
employee assessments)

o Clarification of individual issues e. g. regarding compensation package, bonus,
retirement benefits, company car

® Support to align the personal leadership style to future leadership requirements
o [ndividual development and career counselling for themselves and their staff

The needs and perceptions of
different client segments shall
be verified and specified in
scenario discussions with

key stakeholders.
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Typical Requirements of HR Clients (517)

The needs and perceptions of
different client segments shall
be verified and specified in
scenario discussions with

key stakeholders.

Different HR Client Groups Typical HR Requirements of All Employees

® Open and transparent information on HR issues

Top
Management ® Knowing each individual: taking care in the day-to-day business
External Branch ® Fair compensation adequate to market, job requirements and individual
Applicants Management performance
Board ® Fair advisory and clarification of personal issues e. g. performance evaluation,
competency assessment, training, compensation, working time, vacation, illness
Employees All

Representatives Managers

All
Employees
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Typical Requirements of HR Clients (6/7)

Different HR Client Groups

Typical HR Requirements of Employee Representatives

Top
Management
External Branch
Applicants Management
Board
Employees All
REJEENENES Managers
All
Employees

o Trustful and fair collaboration

o Fulfilment of legal information, counselling and co-determination rules e. g. in case
of a change in working structures

© Mediation between different interests

o Clarification of interpretations

o Clarification of individual cases / complaints

o Statistical analyses of co-determination relevant HR issues

o [ntervention in case of violation of laws or industrial-relations agreements

o [nformation and training of HR professionals and Managers in co-determination
relevant issues

® Preparation of negotiation papers and industrial-relations agreements
® Presence in works meetings e. g. of works council
* |ndividual counselling

The needs and perceptions of
different client segments shall
be verified and specified in
scenario discussions with

key stakeholders.
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Typical Requirements of HR Clients (7/7)

The needs and perceptions of
different client segments shall

) ) ) be verified and specified in
Different HR Client Groups Typical HR Requirements of External Applicants scenario discussions with
key stakeholders.
Top ® Fast response to application
Management o Fast identification of relevant contact persons
External Branch o Pre-information on the company as the employer
Applicant M t . .
ppilcants anagemen o Attractive compensation and development offers
Board ® Getting the candidate enthusiastic about the company
Employees All ® Taking active care of the candidate
Representatives Managers ® Fair treatment in the candidate interviews
Al ® Fair contract negotiation
Employees

 Transparent communication in the refusal
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This document provides a
helicopter view on different
complementary project
approaches and aims to gain a
basic common understanding of
future service delivery options.
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Systematic Approach to Human Resources Management (HRM)

Labour Supply Analysis:
Labour Cost Management e  Labour structure
*  Labour cost structuring e Job and qualification profiles
e Labour cost budgeting o Ability profiles

e  Job evaluation and
performance related pay
Labour

People Management / Supply Analysis

Leadership

e  Corporate culture Labour Definition of
management Cost Labour

e  Collective leadership and Management Demand

participation models
e |ndividual leadership models

People Recruitment,

Management /
Leadership

Development,

Placement & Work Design Separation

e  Strategic work models

e Job rotation, enrichment,
enlargement, quality circles,
team staffing, etc.

e Workplace design, working
time design, job design

Placement &
Work Design

Definition of Labour Demand

e  Qualitative demand structure
e  Quantitative demand level

e  Professional classifications
e  Key figures planning

e Job requirements profiles

e  Time analyses

Recruitment, Development,
Separation

e Competence Management
e  Career planning

e Succession planning

° External and internal
resourcing strategy

e  QOrganisation / team related
measures

e [ndividual measures

This model describes a possible
systematic approach to human
resources management. HR
controlling and information
systems would complete the
comprehensive model.
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Global HR Transformation

Integrated Talent & Performance Management

HRM and the Talent Management Suite from SAP

Labour Performance
Supply Analysis Management
Labour Definition of :
S Ll Succession Competence
Management DA Management Management
Talent
Management
People Recruitment, Recruiting Individual
Management / Development, and Career Development
Leadership Separation Management
Placement & Learning
Work Design Management

EEEEEEEEEN7

The SAP talent management
suite recognizes the integrated
talent & performance
management process as a
strategic focus of human
resource management.
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SAP's Talent Management Suite includes Performance Management

Concept and product names
may be confusing: SAP's talent
management suite includes

. certain aspects of performance
‘\‘ s management while most
';‘ % performance management
< . (o concepts also include some
Performance Appraisal
Management i other elements of talent_
management. Thus requires a
more detailed analysis of
Succession Competence Management * Portfolio conceptual needs and product
Management Management Appraisal Round Table features.
Talent Performance
Management Management
Recruiting Individual .
and Career Development Placement Potential
Management Assessment
Development Plans Competency Model
Learning Development
Management Measures

NN NN NN NN NN EEEEEEEEEEEEEEEEEEE
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Integrated Talent & Performance Management (1)

Matching of existing HR
products with the integrated
e Communicate strategy and align workforce with strategy talent & performance

Performance Review performance and identify top performers management process.

Management ) o
e  Derive strategic training and development needs

e Provide basis for performance based pay and succession

Succession Competence management

Management Management e  Provide transparency and flexibility required to reflect

Integrated today's rapidly changing requirements

TPM o
Recruiting Individual
and Career Development
Management
Learning
Management

Source: See SAP Talent Management Suite (2006)
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Integrated Talent & Performance Management (2s)

Succession
Management

Recruiting
and Career
Management

Performance
Management

Competence
Management
Integrated
TPM
Individual
Development

Learning
Management

Provide competency framework

Analyse available and required competencies and skills
Derive strategic training and development needs

Skills Catalogue

Competency Profiles

Matching of existing HR
products with the integrated
talent & performance
management process.
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Integrated Talent & Performance Management (3s)

Succession
Management

Recruiting
and Career
Management

Performance
Management

Integrated
TPM

Learning
Management

Competence
Management

Individual
Development

Develop workforce according to business needs
Differentiated development to foster individual strengths
Training, mentoring and coaching, training on the Job
General Development Plans

Individual Development Plans

ESS- und MSS-Scenarios

Matching of existing HR
products with the integrated
talent & performance
management process.



BAUMGARTNER$PARTNER

performance management worldwide

Global HR Transformation March, 2008

Integrated Talent & Performance Management Page 26/40

Integrated Talent & Performance Management (4s)

Matching of existing HR
products with the integrated
e Support enterprise learning driven by development needs talent & performance

Performance e Personalised learning offer based on competencies, roles management process.

Management and responsibilities

e  E-Learning

Succession Competence e  Classroom Learning
Management Management e Training on the job
Integrated °
TPM
Recruiting Individual
and Career Development
Management

Learning

Management
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Integrated Talent & Performance Management (5:)

Matching of existing HR
products with the integrated
e Sourcing/recruiting strategy talent & performance
management process.

Performance e  Transparency for the organisation on available talents
Management . .
e  Transparency for employees on available positions and
career opportunities
Succession Competence e Individual career planning
Management Management
e  (Career portal
Integrated °
TPM
Recruiting Individual
and Career Development
Management
Learning

Management
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Integrated Talent & Performance Management (6:)

Performance
Management

Succession
Management

Integrated
TPM
Recruiting
and Career
Management
Learning

Management

Competence
Management

Individual
Development

Safeguard key positions

Identify talented successors before a position is vacant
Enable cross-country and cross-functional moves
Derive strategic training and development needs

List of key positions

Succession pool

Succession plans

Matching of existing HR
products with the integrated
talent & performance
management process.
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This document provides a
helicopter view on different
complementary project
approaches and aims to gain a
basic common understanding of
future service delivery options.
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From a Professional Service Provider to a Strategic Talent Leader

The transformation of the HR
Function aims at the increase of
value adding contributions
models.
" Effectiveness
Structures A
Processes
Technologies
Employees
Value Adding
Contributions
Low value Ineffective
activities processes Y
Efficiency
Traditional HR Function Strategic Talent Leader & Business Partner
Focus: Professional HR Services Focus: Human Capital & Value Adding
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Complementary HR Roles (Example A)

Effective service delivery models
require a paradigm shift resulting
in the renewal of roles,
structures, processes,

Transformation
technologies and skills.
" Complementary HR Roles
Structures
Processes Human Capital Coordinator
Technologies Strategic Talent Leader
Employees Change Agent

Organisation Consultant
Employee Consultant

Service Provider/
Administrator

Traditional HR Function Strategic Talent Leader & Business Partner
Focus: Professional HR Services Focus: Human Capital & Value Adding
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Complementary HR Roles (Example B)

Role Driven Service Delivery Modelling

Company
focus

Pl
<

Organisation

Developer

® Organisation Design

® Competence Management
® Management Development
® Culture Development

Long-term
strategic focus
A
Employee
Developer
¢ Assessment/Development Planning
e Career Modelling
® Training & Development
® Compensation Systems Design

¢ Evaluation/Development of
Employee Satisfaction

Personnel

Administrator

® Payroll/Time Administration
® |nsurances

e | abour Law / Tariff Law

Employee

Coach

¢ |nternal Communication

® Recruiting/Interviewing

¢ (Management/Leadership)Skills
e Social Partnership

v
Short-term
operational focus

»
»

Employee
focus

Page 32/40

This HR role model emphasizes
the organisation and employee
development roles.
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Complementary HR Roles (Example C)

Future

strategic focus
A

Source: See Dave Ulrich, Human Resources Champions, 1997

v
Day-to-day
operational focus

Strategic Agent for
Business Change and
Partner Improvement
Management >
of processes
Expert in Champion in
Work Employee
Organisation Leadership

Management
of employees

This multiple-role model
emphasizes the business partner
role of HR.
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Global HR Transformation

Role Driven Service Delivery Modelling

Activities and Deliverables of the HR Business Partner

Key activities and deliverables of
the HR business partner ought to

Effective cultural add value to the business.

transformation and
continuous improvement of
the design, implementation,
and cycle time of work
processes.

Continuously high
commitment, competence and
performance contribution of
employees.

Design and implementation of
efficient work processes and
infrastructure inside and
outside HR.

Faster and more effective
execution of business
strategies and
accomplishment of business
objectives.

Deliverables/Outcome Deliverables/Outcome Deliverables/Outcome Deliverables/Outcome
(what) (what) (what) (what)

Agent for Change

Expertin Champion in

Strategic

Business Partner and Improvement

Work Organisation Employee Leadership

Key Activities
(how)

HR ensures that HR issues
are considered in business
strategies and translates
business strategies into HR
priorities and practices.

Key Activities
(how)

HR identifies and implements
best practices in work design
and staffing of business and
administrative processes.

Source: See Dave Ulrich, Human Resources Champions, 1997

Key Activities
(how)

HR ensures high quality of

leadership and performance
management processes and
mediates different interests.

Key Activities
(how)

HR identifies problems,
designs and builds
commitment to the critical
processes for change,
and fulfills action plans.
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A Workflow Based Corporate HR Model (113)

HR Governance

Sourcing &
Supplier
Management

Expertise in
outsourcing and
supplier management.
Main
responsibilities:
Consulting for
strategic centers and
business partners.
Pooling of outsourcing
providers.

HR
Resource
Centers

Service Center(s) on
country level or
regional level
depending on
heterogeneity
of countries.
Main responsibilities:
Effective and efficient
delivery of HR
Services.

Delivery

Strategy

HR
Strategy
Centers

Centers of Expertise:
Development and alignment
of global processes,
implementation support for
resource centers.
Main responsibilities:
Global compensation &
benefits, human resource
development, high level
workforce planning, HRIS

HR
Clients

Needs

HR
Business
RENES

Interaction with business
on BU or geographic level.
Main responsibilities:
Resource planning,
organisation development,
succession planning,
labour relations.

Needs & Feedback

Strategic
Talentship
Management

Expertise in impact,
effectiveness and
efficiency of
"talentship”.
Main
responsibilities:
Supporting and
improving reliable and
consistent strategic
decisions that impact
or depend on talent
resources at all levels.

Most models include business
partner and expert roles as well
as service centers, self-services
and external suppliers.
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A Workflow Based Corporate HR Model (2/3)

The HR Service Delivery Model
defines roles, accountabilities,
and competences of all parties
involved, and it provides a
framework for an effective and
Sourcing & HR Strategic standardized workflow.
Supplier Strategy Talentship
Management Centers Management
HR HR
Resource Business
Centers Partners
ESS: 1 I MSS:
Employee s 4 Employees < > Managers — Manager
Self Service Self Service
Technology Platform
Access to consistent and integrated data
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Role Driven Service Delivery Modelling

A Workflow Based Corporate HR Model (313)

The complementary roles in a
workflow based HR model
distinguish by their particular
emphasis on different functions,
and client interactions.

HR Governance
acceptable framework and policies

HR Shared Services HR Business Partners HR Clients
(Managers,
Strategic . . . Employees, Others)
_ Talentship Office Business Unit/Region
strategic talentship H,R Consgltant.s
consulting client relationship _
External Vendors/ management / unique Self-Service
Outsource business needs pushing
Provider(s) HR Strategy Center(s) transactions,
cost »  subject matter expertise information and
competitiveness/ & consulting decision-making
geogrgphic Local HR Teams to clients/users
capabiliies HR Resource Center(s) consulting where local
administrative efficiency, specialties outweigh
> consistency and economy economies of scale
of scale

\ 4

Technology Platform
access to consistent, integrated data
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Interplay Between Corporate, Regional and National HR Functions

Range of MNC
Subsidiary Strategies

e Ethnocentric, global strategy:
control is centralised and subsidiaries
resemble the parent company.

® Polycentric, multi-domestic
strategy:
control is decentralised and
subsidiaries conform to local
practices.

® Geocentric, transnational strategy:
subsidiaries and headquarters alike
adhere to worldwide (or regional)
standards as part of the organisational
network.

HRM
Internationalisation Strategy

e multi-domestic:
subsidiaries are seen as an
independent business therefore the
adaptive approach to HRM systems is
most appropriate.

¢ global:
subsidiaries are managed as
dependent businesses, therefore an
exportive approach to HRM systems
iS most appropriate.

e transnational:
subsidiaries are managed as
interdependent businesses, therefore
an integrative approach to HRM
systems is most appropriate.

Source: See Farndale/Paauwe; The Role of Corporate HR Functions in MNCs (2005)

Range of International
HR Strategies

® adaptive:

low internal consistency with the rest
of the firm and high external
consistency with the local environment
— little transfer of practices.

® exportive:

high integration of subsidiary HRM
systems across the company—
replicating practices developed at
head office.

e integrative:

substantial global integration with an
allowance for some local
differentiation — two-way transfer of
HRM practices between head office
and subsidiaries.

There is a fundamental goal for
HR to achieve a balance
between centralised control of
international HRM strategy and
responsiveness to local business
needs.
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This document provides a
helicopter view on different
complementary project
approaches and aims to gain a
basic common understanding of
future service delivery options.
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