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Key Drivers for Procurement Excellence
It’s all about performance and cost is a major part of that ... but people matter most

Procurement Strategies
Strategic Sourcing and Category Management

Strategic

Alignment Procurement Structures

& Posture Governance and Organization Model

Procurement Procurement
alignment Excellence
and support Procurement Measurement

of business Key Value Drivers and Performance Indicators

strategy

} Procurement Capabilities & Culture
The Talent Factor in Procurement
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Procurement Capabilities & Culture
The Talent Factor in Procurement

The Talent Factor in Changing Procurement Organizations

People as a solid competitive edge 3
5 Change Management

Lead change, clarify vision and commit people to mindset, goals and strategies 9
3 Skill Management

Assess and develop your skill portfolio at organizational and individual level 12
4 Performance Management

Align your people management and reward systems effectively with your strategy 16
5 Staffing & Retention Management

Ensure strategic workforce planning, effective staffing and retention management 20
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Strategic Alignment of the Procurement Organization
Excellence in procurement requires systematic change and talent management

Business challenges and
organizational changes

Economic

New Business Crisis Restructuring

Model

Post-Merger Efficiency
Integration A\ / Programs
Captive Shared
- Offshoring Services Lack of
Globalization Taltis
— Hybrid/ Categ./Process —

Centralization Outsourcing

Leading Change
in Procurement

Strategic alignment programs
and talent management
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Retention Risk in Changing Procurement Organizations
The retention risk increases with the probability and impact of departure

Retention-Risk-Matrix

Level % :
Retention E»
- Committed Loss of
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strategies = (assets) capability
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Engagement Risk in Changing Procurement Organizations
Engagement is determined by satisfaction and motivation

Engagement-Risk-Matrix

Level % :
Retention E”
. Guarantees
Changing for success
strategies - Corporate
; 2 residents
&
Changing % .
= = Distanced
structures ot high performers
_ Not
Changing = reached
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Engagement Encouraging environment
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Need for a Focused Talent & Performance Management Solution
Procurement organizations need to focus on key drivers for excellent performance

»

Level 1 ;

Retention }

Changing
strategies Performance Performance
; Environment | Clarity

Changing \ 4
= structures A
Performance Performance
Changing Motivation Capability

roles ‘

» Time

Engagement

Stability Restructuring & Change
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Key Drivers For Excellent Performance
Change situations require an strategic readiness assessment of the procurement organization

Encouraging organizational Clarity of vision, goals,
and cultural environment } strategies and requirements
(“encouraged”) (,aligned & committed)

Performance Performance

Environment | Clarity

A A

Performance Performance

Motivation Capability
Motivation of employees to Capabilities of organization
join, contribute and stay { and employees

(“motivated & rewarded”) (“enabled / skilled”)
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Procurement Capabilities & Culture
The Talent Factor in Procurement

1 The Talent Factor in Changing Procurement Organizations

People as a solid competitive edge 3

Change Management

Lead change, clarify vision and commit people to mindset, goals and strategies 9
3 Skill Management

Assess and develop your skill portfolio at organizational and individual level 12
4 Performance Management

Align your people management and reward systems effectively with your strategy 16
5 Staffing & Retention Management

Ensure strategic workforce planning, effective staffing and retention management 20
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Levels of Change Interventions
The change of business logic requires changeableness at organizational and cultural level

Integration is Surt Management interventions to transform the company
achieved through T ee S ' typically focus at the surface structure, e.g.

strategies and = Business modeling (products, customers, ...)
structures. A = Reorganization (Shared Services, ...)

= Cultural y N * Repositioning (Acquisitions, co-operations, ...
integration is - = Process improvements
limited to the _ : :
<= (Change of business logic

cultural ,fit*
= Cultural plurality Underlying deep structure <A company’s capability to fundamental change is anchored
remains reality Coanitive struct in the underlying deep structure:
over decades ... = Cognitive structures . T
. = Team and individual interests Organfzat!on’chmate
= until the = Shared assumptions = Qrganization's mental state
cultures further = Common language = |dentity
develop jointly. = Corporate culture

= Values, norms, believes
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Behavioral Change Levers
Multiple change levers need to be aligned to support the behavioral change

Target : Target
: Behaviors :
competencies competencies
must be enabled, must be
encouraged and measurable and
rewarded Attitudes monitored

Vision & / BehaV|oraI change Ievers \ Processes
Mission & Systems

o Performance
eadersnip m Management
Culture Capabilities
Values Organization
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1 The Talent Factor in Changing Procurement Organizations

People as a solid competitive edge 3
5 Change Management

Lead change, clarify vision and commit people to mindset, goals and strategies 9

Skill Management

Assess and develop your skill portfolio at organizational and individual level 12
4 Performance Management

Align your people management and reward systems effectively with your strategy 16
5 Staffing & Retention Management

Ensure strategic workforce planning, effective staffing and retention management 20
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Skill Management Objectives
Skill management ensures strategy alignment at different organizational levels

Portfolio Level
Core skills derived from strategy required
to build future competitive advantages

Corporate
Level

RIS ESS Individual
Process Employee
Level Level

Profile Level

Existing, developable and transferable individual skills
general skill requirements derived from (on the basis of knowledge and experience), and
responsibilities of job families, individual observable and developable competencies/behaviors
functions, roles or hierarchical levels (on the basis of self-perception, values and attitudes)

Model Level
Job family or business process specific and
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Skill Management Approach
Skill management supplies the capabilities needed for strategy implementation & change

Skill
requirements

Skill
inventory

Skill
gap analysis

Skill
development

Where do we want to go to?
A vision of the future business model and a multi-year strategy may serve as a starting point.

Which capabilities do we need in the future to successfully implement our strategy?
Skill requirement profiles need to be derived from the strategy and future
business model and

Which capabilities are available today?

Actual skill profiles need to be identified and assessed at individual and analog
organizational portfolio level. approach:
Procurement
In which areas do we have or expect a gap of capabilities? culture &
Actual skill profiles need to be compared with the future requirements at competencies

individual and organizational portfolio level. (= soft skills)

Which capabilities need to be developed or recruited?
Development and succession plans, knowledge networking and recruiting initiatives
need to be implemented at individual and organizational level.
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Skill Model as Framework for Individual Skill Profiles
Holistic skill models refer to hard and soft skills aiming at peak performance

The skill model provides a framework for the definition of individual skill requirement profiles and

allows Fhe cqn5|stent management (assessment, development, recruitment, monitoring, ...) of What do the 10%
strategically important skills.
top-performers do
differently?

The skill profile provides a job-specific description of present and future skills
requirements with regard to ...

Know-how- » Threshold Skills
oriented Characteristics/capabilities
Knowledge Capability “hard skills” such as basic knowledge,
(what) experiences and attributes

» Differentiating Skills
Behavior- Characteristics/capabilities
oriented that distinguish top-
“soft skills™ performers from average-
(how) performers

Behavior &
Attitudes

+—
j
(<5]
&
c
R
92}
)
<
@]
o
-

Skill Requirements

... and supports the successful job/role execution and value-adding contribution to the
achievement of business goals.
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1 The Talent Factor in Changing Procurement Organizations

People as a solid competitive edge 3
5 Change Management

Lead change, clarify vision and commit people to mindset, goals and strategies 9
3 Skill Management

Assess and develop your skill portfolio at organizational and individual level 12

Performance Management

Align your people management and reward systems effectively with your strategy 16
5 Staffing & Retention Management

Ensure strategic workforce planning, effective staffing and retention management 20
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Performance Management Focus in Procurement
People management and reward systems need to be aligned with future procurement strategy

|dentify future key functions and critical job families
Evaluate market availability and development time
Decide to recruit or internally develop the required capabilities

Buy-or-build
decision

e Define future job profiles and expected contributions
e Evaluate job requirements and values
® Cluster jobs levels / establish job grades

Job profiling
and grading

® Define skill & competency requirements
® Agree performance targets
® Assess commitment, actual performance and potential

Performance
assessment

UOIRNUSIAYIJ B uoleIuaWhas

® Establish strategy-aligned and competitive pay policies
® Define adequate base pay bands and bonus system
® Pay for performance achievements and sustainable results

Performance-
related pay

<
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Job Evaluation and Performance Management Processes
Cost and performance targets increase pressure on differentiation of functions and individuals

Job Evaluation
(expected contributions and value)

Job Requirements

< -

Definition & evaluation of

job requirements

< =

Assignment of jobs to grades
(job leveling)

< >

Connection of grades
with base pay bands
and variable target pay

Performance Appraisals
(actual performance and potential)

Employee Performance & Skills

< > < =

Skill & competency Individual

requirements target agreement
L= L=
performance and potential target achievement
<L = L= <L

Exploitation of Change of job Variable pay
base pay band and job grade (bonus bank, ...)
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Performance-Portfolio in Procurement Organizations
Changing organizations need to monitor their performance-potential and retention-risk portfolio

Performance-Retention-Matrix Performance-Potential-Matrix

)

high high

low low

Actual Performance
Commitment / Engagement

high low low high
< Retention Potential >
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Procurement Capabilities & Culture
The Talent Factor in Procurement

1 The Talent Factor in Changing Procurement Organizations

People as a solid competitive edge 3
5 Change Management

Lead change, clarify vision and commit people to mindset, goals and strategies 9
3 Skill Management

Assess and develop your skill portfolio at organizational and individual level 12
4 Performance Management

Align your people management and reward systems effectively with your strategy 16

Staffing & Retention Management

Ensure strategic workforce planning, effective staffing and retention management 20
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High Demand in Talent Attraction and Development
Lack of talents and development programs requires consistent and holistic talent management

® Very high demand of talented purchasing managers

® Very tight market of professionals, very difficult to attract people to
join purchasing

* Image of purchasing
* Very few programs in schools and universities
 Development programs are mostly designed for executives

Talent ® However, talent attracts talent

Attraction
& Retention

Developing e Increase employability of your procurement people

® Companies now develop their own ‘Purchasing Academy’
* Specific programs for purchasing
« Train the trainer approach
* Partnership with universities

Rewarding
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Lack of talents and development programs requires consistent retention management

Negative consequences from talent departure

e High cost of turnover (recruiting, hiring,
familiarization, and time-to-productivity)

e Productivity losses and workflow interruptions
e Decreasing service quality

e Loss of expertise (loss of top talent to a competitor
can lessen competitive advantage)

e Image of the organization

e Decreasing job satisfaction and morale of remaining
employees

e Customer dissatisfaction due to frequent staff
changes and new, less experienced employees

Steps to consistently monitor talent retention

Organize the
Turnover Data

Quantify the
Turnover Costs

Analyze the
Cause of
Turnover

Select the
Retention
Solution

Realize the
Impact and ROI

Apply specific methods for organizing and
monitoring turnover data so the turnover problem
can be clearly identified and illustrated

Show how to accurately quantify the turnover
cost and clearly demonstrate the negative
financial impact of turnover to the organization

Provide an effective methodology to accurately
pinpoint the cause of turnover

Evaluate different retention solutions and select
the right solution for your specific procurement
organization

Accurately measure the financial impact of a
retention solution and calculate the ROI for your
procurement organization
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Why Baumgartner & Partner?
Your experts in talent and performance management

The Talent Factor in Changing Procurement Organizations
People as a solid competitive edge

Change Management
Lead change, clarify vision and commit people to mindset, goals and strategies

Assess and develop your skill portfolio at organizational and individual level

Performance Management
Align your people management and reward systems effectively with your strategy

Staffing & Retention Management
Ensure strategic workforce planning, effective staffing and retention management

3 | Skill Management

¢lauled ® Jounebwneg Aym

<
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Why Baumgartner & Partner ?
Our passion: focusing on key drivers for excellent performance

Encouraging organizational Clarity of vision, goals,
and cultural environment } strategies and requirements
(“encouraged”) (,aligned & committed)

Performance Performance

Environment | Clarity

A A 4

Performance Performance

Motivation Capability
Motivation of employees to Capabilities of organization
join, contribute and stay ‘ and employees

(“motivated & rewarded”) (“enabled / skilled”)
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The Talent Factor

Baumgartner & Partner’s Consulting Portfolio
Translating business strategies into capabilities & culture

HR Strategy HR Operational Talent & Performance Compensation Benchmarking
Excellence Management Management

HR Strategy HR Business Partner l Strategic Requirements Compensat|on Compensat|on
Strategic Workforce Organization Analysis & Readiness Check Governance Benchmarking
Planning ® HR Process ® Job Profiling & Job Grading @ Supervisory and ©® HR Process
$ HR Controlling/ Optimization ¢ Skill Management Executive Bpard Benchmarking
HR Scorecard ® HR Cockpit é Performance Management Remuneration ¢ International HR
- - ® Job Evaluation Organization
® HR Audit /. | ® HR Business Cgse & o Career Systems Modeling | Benchmarking
HR Due Diligence Investment Audit ® Base Pay Design
® Learning Management i
® HR Transformation @ HR Service Levels ! : ® Variable Pay Design © Finance Prgcess
: _ ® Management Audit/ (Bonus Bank, ...) Benchmarking
¢ Human Capital ® HR Shared Services Assessments e
Evaluation Center ® Total Compensation www.baumgartner.de
® Retention & Succession : www.compensation-online.de
® Leadership Systems @ HR Outsourcing Management System Design winwhr-bench.de
& Culture Change Audit ® Tariff Classification

Management Interviews &

Employee Surveys

System Design and
Review
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Contact

»EXcellence In der Beschaffung®

Umsetzung der Einkaufsstrategien durch
Talent & Performance Management

Baumgartner Unternehmensberatung GmbH
performance management worldwide

Offices in Frankfurt and Hamburg

Kurze Mihren 13
20095 Hamburg

Phone: +49 (40) 2841 64 -0

Ralf H. Kleb, Managing Partner

ralf.kleb@baumgartner.de
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