Money & HR

Women'’s Career Club ITTING® ED (

March 25t 2009 Ursula Boehle




Relevance 2

 Environment is challenging
o Cost cutting programmes are a “must” (?)
 People management is perceived as a cost factor

« Lack of “culture of measuring” the value of people
management

HR departments are pushed into the role of executor of cost
cutting without being able to add business intelligence

- Bad for the image of HR
- Bad for future business
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Agenda

Why this topic now?

What is the approach?

Let’s play a business game

— Introduction

— Team work

— Solution
Wrap up / What is the value for me

30 min

15 min
30 min
30 min
15 min
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Who's talking 4

» Ursula Boehle
» Director, Cutting Edge (DK, CH)
— Small yet international
— Focussed
— Pragmatic
e 15 years internat. Management Consulting
— QOrganisation
— People Management
* Networking believer
— WCN, EWMD (president), WU Alumnis, AIESEC Alumnis....

© Cutting Edge 2009



The F-Top approach
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MANAGEMENT
PROCESS

MANAGEMENT i{::}7
PROCESS i

MANAGEMENT
PROCESS

MANAGEMENT a
PROCESS G

MANAGEMENT
PROCESS

PEOPLE
BUDGET

Ca. 50% of the
operating expenses
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The People Management Process Delivery Model

Only 2% of
operating costs

HR
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ca. 50% of
operating costs
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Level One and Level Two Companies | 7

— focusing on their own industry is not good enough

Level One companies Level Two companies

Outward focus

Us vs top performers

Us vs any sector
Effectiveness & Efficiency

The right processes in place
Running the processes efficiently

Inward focus Inward focus
This year vs last year This year vs last year
Us vs our competitors Us vs our competitors
Efficiency Efficiency
P&L P&l
Productivity Productivity

Costs & sales Costs & sales
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The Critical People Management Processes - 8
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HR, line management or outsourced

Business Strategy

=3= =g=

People Strategy Management & HR
High Potentials and Retention Organisational Setup
Attract Deploy Develop Perform Reward Exit
Supporting Systems/Administration Knowledge & Culture
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Business Game 9

European Company

990 employees

— 90 managers, 450 white-collar, 450 blue-collar
— Average cost € 50’

HR budget € 2.5 Mio

Your task:
— Reduce budget by 15% without destroying short- and mid term value
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Details of the Business Game 10
Variable Starting point Investment Option A
1|% participation of middle managers in management development 5%) € 56.160| cancel
2|#HR FTE admin 5 € 182.000| -1 FTE
.
® 14 Varl ab | eS 3|# HR FTE managers and business partners 7] € 364.000 -1 FTE
. . 4|Employee satisfaction survey incl. follow up 100% €98.688 cancel
e Immediate reaction e :
5{Tatent programme 5%, 25% in €123.750 reduce talents by 70% but develop
programme 80% of those
. 6[HR KPIs nonej € 150.000| introduce and manage 8 KPIs
e 3 options each
7|Initial training middle managers 120 hrs € 65.880 reduce to O hrs
8|Outsourcing cost for external training (of HR budget) 15% € 371.250 haggle with supplier (10%)
9(% of white-collar employees trained 90%) € 461.700 reduce to 0%
10]% of personnel development plans for white collar employees 80% €91.364 cancel programme
11|Hours spent for performance management by managers 1 €67.500 reduce to 0%
L] 10/
] 12|Investment in improvement of low performers 100% of low € 588.060 reduce to 0%
[ ) I n S performers|
L]
13]% of exit interviews for voluntary separations 80% €11.178| reduce to 0%
— P | e n ty Of p Ote ntl aI 14|Investment in trying to keep employees who want to leave 30%) €80.190 reduce to 0%

— Don’t get lost in number crunching
— The learning is in discussing the rationale
— Keep side effects in mind
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Possible side effects of cost cutting measures

11

Time to full
productivity

Measure

in order to manage

Short term absence

Regretted losses

Time to fill

open position

Productivity of
workforce
Employee
satisfaction
Training
effectiveness
Lever of

leadership skills

Talent separation

Tasks done
by non experts
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Solution 12

 Middle managers’ development is key - increase

« Efficient HR admin is done by HR admin staff — no change

 Middle managers need business partners — no change

 Employee satisfaction is the key to productivity — no change

 Few talents, focused programme

 Measure, otherwise you aren’t taken seriously — implement and follow up
« Bring new employees up to speed — but don’t overdo: reduce

« Get external expertise thru outsourcing: shift

» Focus training on selected employees: reduce

 Development must be planned and evaluated: no change

 Performance management has a huge lever
— Invest time: more time
— Focus: address 50% of low performers
« Exit management
— Focus: reduce
— You can’t buy anybody for good: cancel
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Value 13

* The right measures usually bring about business cases of
€ 2.5 - 6 Mio. per 1,000 employees per year

* In this game: potential of approx. € 2 Mio (based on 14 out of 350 KPIs)
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Farewell — and all the best 14

It's been great working with you

Hope you learned something
that will be of value for you tomorrow
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UTTING @ EDGE
Appendix 15
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The Key Performance Indicators
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)

with Financial Top Performers, Best Practice Owners and

industry — Identifying gaps and potentials

Talent Separation Rate

Formula:

Number of identified talents leaving * 100 /
number of identified talents

Company = 5,0 %

0 2 4 & 8 10 12 14 o
Percentile 25% 50% 75%
Total 0,0% 1,3% 5,9%
F-Top 0,0% 0,2% 3,2%
Parma, Chemical 0,0% 1,5% 2,5%
Financial Service Industry 1,0% 2,6% 4.1%
Logistics and Retalil 3,0% 10,0% 13,4%
Industrial Production 0,0% 3,1% 7,0%
High Tech and Communication 7,0% 10,6% 11,8%
Utilities 1,1% 2,5% 6,2%
Headquarters / Sales organisations 0,0% 1,1% 3,4%
NPO's 1,0% 2,0% 2,4%
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The Key Performance Indicators | 17

()!

with Financial Top Performers, the best/worst performers and

your company — operational recommendations to improve

Talent separation rate .

Activities used in relation to retention of Talents F-Top K-High K-Low Company
International career opportunities 82% - X -
Training managers in talent management 74% X -
Corporate and cross- functional training activities 51% - X X
Individual and customized retention plans 75% X -
Conducting skill and competence assessment 82% X X
Special recognition and bonus program 5% - X
Mentoring programs and development talks with executives 92% X -
Conducting exit interviews with talents who are leaving 95% - X X
Talent networking circles 22% X

| | | |
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The Process in Your Company
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ca. 6 to 8 weeks

1. Completing the Self Assessment

* 2-day activity assessment-workshop
* 1-day hard data collection workshop

2. Analysis and Recommendations

,b - : ‘ — =
» Customized recommendations e |
* Action-oriented report structure —— i
* Recommendations on corporate and local level
3. Results/Action Workshop FE—

* Setting priorities
 Targeting quick wins
* Planning action
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For further details please contact:

Cutting Edge

Ursula Boehle
Director

ursula.boehle@cedqge.biz
Phone: +43 664 26 34 538
Web: www.cedge.dk
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