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Discussion Topics

> Strategy Focused Organization Best Practices and the Role of the HR
Executive

> Creating Workforce Readiness
> Strategic Job Family Approach
> Personal Balanced Scorecard Approach
> Resources to Continue Your Learning
> Invitation to Human Capital Community
> Attend the Human Capital Conference
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Best Practices of a Strategy Focused Organization:
HR Is Responsible for Executing Several Best Practices

2. TRANSLATE STRATEGY 1. MOBILIZE CHANGE THROUGH
TO OPERATIONAL TERMS EXECUTIVE LEADERSHIP

‘ 1.1 — Top Leadership Committed ‘

‘ 2.1- Strategy Map Developed ‘

‘ 2.2 — Balanced Scorecard Created ‘ ‘ 1.2 - Case for Change Clear ‘

‘ ‘ 1.3 — Leadership Team Engaged ‘

‘ 2.3 — Targets Established

o . A ‘ 1.4 — Vision & Strategy Clarified ‘
‘ 2.4 — Initiatives Rationalized ‘

‘ ‘ 1.5 — New Way of Managing ‘

‘ 2.5 — Accountability Assigned

‘ 1.6 — Program Manager Identified ‘

3. ALIGN THE 5. GOVERN TO MAKE
ORGANIZATION STRATEGY- STRATEGY A
TO THE STRATEGY FOCUSED CONTINUAL PROCESS

ORGANIZATION

‘ 5.1 — BSC Reporting System ‘

‘ 3.1 — Corporate Role Defined ‘

‘ 5.2 — Strategic Review Meetings ‘

‘ 3.2 — Corporate-SBUs Aligned ‘

‘ 5.3 — Budgets and Strategy Integrated

‘ 3.3 — SBU-Support Units Aligned ‘ ‘ 5.4 — HRIIT Linked to Strategy

‘ 3.4 — SBU-External Partner Aligned ‘

|
|
‘ 5.5 — Process Mgt. Linked to Strategy ‘
|
|

‘ 3.5 — Board of Directors Aligned ‘ 4. MOTIVATE TO MAKE ‘ 5.6 — Knowledae Sharina Linked
STRATEGY EVERYONE'S : g 2
JOB ‘ 5.7 — Strategic Management Office

‘ 4.1 — Strategic Awareness Created ‘

‘ 4.2 — Personal Goals Aligned ‘

‘ 4.3 — Personal Incentives Aligned ‘

‘ 4.4 — Competency Development Aligned ‘
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HR’s Role is Critical in Creating a Strategy Focused Organization

2. TRANSLATE STRATEGY 1. MOBILIZE CHANGE THROUGH
TO OPERATIONAL TERMS EXECUTIVE LEADERSHIP
» Strategic partner * Become the missionary
» Subject Matter Expert on Human Capital » Establish program managers
» Executive Team Building » Coach Executives on
» Accountability change management

» Executive team building
* Leadership development

3. ALIGN THE 5. GOVERN TO MAKE
ORGANIZATION STRATEGY- STRATEGY A
TO THE STRATEGY FOCUSED CONTINUAL PROCESS

ORGANIZATION

» Change agent
» Establish new roles and

* Integrate HR strategic
planning process

responsibility » Align HR Budgeting /
» Coach on Change Management Investment Process
* Aligning HR organization with 4. MOTIVATE TO MAKE » Governance of HR
Strategy STRATEGY EVERYONE'S processes
JOB

* Employee communications

» Shape core values

» Design performance management and
reward processes

» Align personal development plans
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Today’s CEOs and HR Executives Need Solutions to their Top Issues

Top CEO Issues Top HR Issues
> Competitive advantage > Employment brand
> Revenue Growth > Proving return on investments in
> Return on investments human capital
> Customer loyalty and retention | - Becoming a strategic partner
> Readiness of the workforce to > Ensure readiness of the workforce
execute the Strategy tO execute the Strategy
> Increase in flexibility and speed| = APplying new technology
> Industry consolidation = Motivating and rewarding the right
> Employee engagement and behaviors
productivity > Others
> Others
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A Strategic Shift in Underway in the HR Profession

You can’'t manage You can’t measure
what you can’t what you can’t
measure describe

Human resources organizations must make the following
transformation to help enable breakthrough results.

Human capital is not treated as Strategy maps articulate the
a strategic asset value proposition of human
capital

No agreement on how to Balanced Scorecard measures
manage and measure human and reports value to the A Workforce
capital Executive team

Aligned to

_ _ ' : Drive Results
HR is not strategic HR is a strategic partner
No alignment of HR and the Balanced Scorecard aligns the
business organization
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Evolving Model for the HR Organization

Senior HR Leadership and Strategic Design

HR Business Partners

(Buiureny/6uninioal)
S19PINOId [euldalx3
(dwooysiyauaq)
SI9PINOI [eulalx]

HR Technology/Administration

External Call Center Employee Self-Service Tools

*The Society for Human Resource Management “Future of the HR Profession” Report
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Solution for Making HR Strategic:

Approach to Aligning Human Capital to Organization Strategy

The Enterprise Strategy Map

Financials Shareholder
Value
Growth Productivity
e HR Role as Strategic Partner
Customer
(External) Customer Value
Proposition Shareholder
Value
HR HR Financials
Effectiveness Efficiency
Internal | ti Customer Operations Good
Processes nnovation Management Excellence Neighbor 9
) Business Partners Employees
Strategic " c
. uman i
Readiness Report Capital Positive Work ustomer
Learning & Strategic Technologies Readiness EviTeRmERi
Growth Strategic Competencies
Climate for Action Organization Human ; HR
Leadership Teamwork Alignment Culture Deve |0pm ent Capital Cusj(omer_ Operational
Relationship Excellence Processes
Program Development
R HR Org.
< HR Competen- Climate Learning &
ystems it for Action Growth
9 The HR Organization Strategy Map
Strategic Human Strategic HR
< . . > < >
Capital Planning Management
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Discussion Topics

> Strategy Focused Organization Best Practices and the Role of the HR
Executive

> Creating Workforce Readiness
> Strategic Job Family Approach
> Personal Balanced Scorecard Approach
> Resources to Continue Your Learning
> Invitation to Human Capital Community
> Attend the Human Capital Conference
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The strategy map creates a model of an organization’s strategy.

Productivity Strategy Growth Strategy
. . Long-Term
Financial Shareholder Value
Perspective
Improve Cost Improve Asset New Revenue Increase
Structure Utilization Sources Customer Value

Customer Value Proposition

Customer
Persp ective Price Quality Availability Selection Functionality Service Partnership Brand
Product / Service Attributes Relationship Image
Operations Customer Management Innovation Regulatory & Social
Management Processes Processes Processes Processes
Internal Supply Selection Opportunity ID Environment
Perspective Production Acquisition R&D Portfolio Safety & Health
Distribution Retention Design/Develop Employment
Risk Management Growth Launch Community
Human Capital
Learning & ] )
Growth Information Capital

Perspective

Organization Capital
Culture Leadership Alignment Teamwork
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The architecture of a strategy: define the desired outcomes.

Sustained Shareholder Value
Financial

Perspective Productivity Strategy Growth Strategy

Improve Cost Increase Asset Expand Revenue Enhance
Structure Utilization Opportunities Customer Value

Customer Value Proposition

Customer
Perspective Price Quality Availability Selection Functionality Service Partnership Brand
Product / Service Attributes Relationship Image
» Customer Profitability e Market Share » Customer Acquisition
» Customer Satisfaction ¢ Account Share » Customer Retention
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Strategy Map Design: Are key business processes aligned with each
customer value proposition and financial objective?

Productivity Strategy Growth Strategy
. . Long-Term
FlnanC|aI_ Shareholder Value
Perspective
Increase
Improve Cost Improve Asset New Revenue Customer
Structure Utilization Sources Value
Customer Value Proposition
CUStomer | labil Sel | S h d
. Pri it Avai ilit ti F ti it i Part i B
Perspectlve rice Qual Yy valtlaptlity election unctionality ervice artnersnip ran
Product / Service Attributes Relationship Image
Operations Customer . Regulatory &
Innovation .
Management Management Processes Social
Processes Processes Processes
Internal
Perspective * Supply » Selection » Opportunity * Environment
« Production « Acquisition Identification « Health and
« Distribution « Retention * R&D Portfolio Safety
+ Risk Management + Growth * Design and * Employment
Development Practices
* New Product « Community
Launch Relations
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Defining the Learning and Growth layer of the strategy provides the
“last frontier” of our performance measurement challenge.

Sustained Shareholder Value
Financial ‘ \
Perspective Productivity Strategy Revenue Growth Strategy

lal

Improve Cost Increase Asset Enhance ST
N Revenue
Structure Utilization Customer Value .
Opnportunities
Customer Value Proposition
Customer . . o . o
Perspective Price Quality Availability Selection Functionality Service Partnership Brand
Product/Service Attributes Relationship
Operations Management Customer Management Innovation Regulatory & Social
Processes Processes Processes Processes
Internal
Perspective Processes that Processes that Processes that create Processes that
produce and deliver enhance customer new products and improve communities
products and services value services and the environment
Learning &
Growth The Black Hole of Strategy

Perspective

We Can Do Better
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The challenges in measuring intangible assets.

Readiness: The value of an intangible asset is based on its degree of
readiness to support the strategy.

Readiness is analogous to
liquidity --- the higher the
state of readiness, the faster
Intangible assets contribute
to generating cash.

Short-term Assets
* Accounts Receivable
* Inventory
Long-term Assets

« Equipment

* Property
e Goodwill

TANGIBLE ASSETS

Strategy

 Human Capital
* Information Capital
* Organization Capital

INTANGIBLE ASSETS
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Framework for describing Human Capital Readiness

Sustained Shareholder Value
Financial
Perspective Productivity Strategy Revenue Growth Strategy

Improve Cost Increase Asset Enhance Expand Revenue
Structure Utilization Customer Value Opportunities

Customer Value Proposition

Customer

Perspective Price Quality Availability Selection Functionality Service Partnership Brand

Product/Service Attributes Relationship Image

Operations Management Customer Management Innovation Regulatory & Social

Processes Processes Processes Processes
Internal

Perspective

Processes that create
new products and
services

Processes that enhance
customer value

Processes that produce
and deliver products
and services

Processes that improve
communities and the
environment

CREATING CREATING
ALIGNMENT READINESS
Strategic Job
Families
Learning & _
Growth Skills + Knowledge + Values

Perspective
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The Human Capital Readiness Model

Define
Competency
Profile

Identify Human Human

STRATEGIC GOALS Strategic Capital Capital
and Job Readiness Development

Families Report Program

BALANCED SCORECARD

ASsess
Strategic
Readiness
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Strategic Job Families Have the Most Impact on the Strategy and Are
Positions that Differentiate the Organization and Create a Sustainable
Competitive Advantage

(b) The Strategic

(a) The Strategic Competency
Job Family Model Model
10 % Strategic Job {
Famili
N amillies -
90% o
> Operational < k=)
Roles Q@ 0
= %) S
®) — =
c 4 ©
¥ N >
y, \.
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Alignment is created by identifying the “ Strategic Job Families”
needed to support each strategic process.

Productivity Growth
Increase Net
Income
Financial Reduce Cost Increase Increase
. e Number of Revenue per
Pers peCtlve p Customers Customer
Product/Service Attributes Relationship Image
Custome_r B Qualit Integrated Financial One Trusted
S I\ ering visor top ran
Perspective o Offeri Advi s Brand
D Increase the number Increase revenue/
ecrease cost per customer of high value customers customer
Operations Customer Management Innovation Resp(_)nsible
Internal Management Citizen
Perspective Minimize Provide Rapid Cross-Sell the A Srr](')ﬁ :ic;te Uggsetf;?:rd Develop New Diverse
Problems Response Product Line E:%ar?nel Segments Products Workforce

A A A A A A A

Certified

. Quiality Call Center Fi ial Tele- Consumer Joint Venture Community
Strateg IC Manager Reps F',T:::é? marketer Marketing Manager Recruiters
Job Families

(30) (20) (200) (20) (10) (30) (10)
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Measuring readiness requires the definition of a “competency profile” for
each strategic job family and a test to determine who meets the requirements.

20

Strategic
Processes

Strategic
Job Families

Competency
Profile

Number
Required

Human
Capital
Readiness

(knowledge)

(skills)

(values)

Operations Management Customer Management Innovation Responsible
Citizen
Minimize Provide Rapid Cross-Sell the A Ul @ Q UCndetrstand Develop New Diverse
Problems Response Product Line %phropna € ustomer Products Workforce
annel Segments
A A A A A A A
Quality Call Center ;ﬁggiceigl Tele- Consumer Joint Venture Community
Manager Reps Planner marketer Marketing Manager Recruiters
« Six Sigma ¢ Know the * Know the * Know the e Industry e Industry « Community
Customer Customer Product Knowledge Knowledge Knowledge
« Black Belt
* Know the * Marketing
« Analytic Product Profession-al
« Project e CRM « Consulting  Selling Skills « Analytic < Contracting « Selling Skills
Mgmt. Mastery Skills Skills
* Negotiation « Creative * Negotiation » Relationship
» Relationship Skills Thinker Skills Mgmt.
Mgmt. « Relationship
« Risk taker Mgmt.
¢ Results * Results « Customer * Results ¢ Innovative * Results * Team Player
Oriented Oriented Partnership Oriented Oriented
30 20 100 20 10 10 10
100% 90% 40% 50% 20% 70% 80%

®
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A Development Plan will Need to Be Created to Close a Strategic Skill
Gap

Strategic Readiness — the degree to which an intangible asset meets the
requirements of the strategy

“Cross-sell the
Strategy

product line”
100
Not
Certified “Strategic Job
Strategic Readiness Readiness
Ratio” = 40%

A :
: : Certified
Financial Planner

= Solutions selling /
Strategic Job & relationship management

Competencies = Product line knowledge

= | icensed Certified
Financial Planner
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Identifying Strategic Job Families Has Driven Focus in Leading Edge
Organizations

Strategic Job Families:
Focus Human Capital on the “Critical Few”

“80% of our strategy is
impacted by 5 job families.”

John Bronson
VP, HR
Retail Organization

“We focused our Human Capital “We have three job families on which the

Strategy on one job family - the strategy turns - Project Managers,
Residence Unit Manager. This was Operations Directors, and Business

400 out of 14,000 employees.” Developers. They represent 215 out of

6,000 employees.”

Andrea Peck Kimberlee Williams
VP, HR VP, HR - Organizational Dev.
Healthcare organization Manufacturing Organization
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Discussion Topics

> Strategy Focused Organization Best Practices and the Role of the HR
Executive

> Creating Workforce Readiness
> Strategic Job Family Approach
> Personal Balanced Scorecard Approach
> Resources to Continue Your Learning
> Invitation to Human Capital Community
> Attend the Human Capital Conference
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Aligning All HR Programs with the Strategy is Critical to Strategy
Execution

From a
compensation focused process

To a
performance focused process

designed around a control-oriented and

budget system...

24

Performance
Appraisal

Personal
Accountabilities

Training

Bonus
Compensation

Salary
Administration

Employee
Development
Reviews (EDR)

designed around a career development
and strategy execution system

Strategic Performance

Compensation to Training to Close

Reward Individual and Performance and
Team Contributions to Skill Gaps, and
the Strategy Change Behavior
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Creating Workforce Readiness will Require that the Balanced Scorecard is
Cascaded to all Individuals

) VP Region
The Strategic |
Job Family Model _
_ Director
10 % Strategic Job |
Families
N\ Manager
|
90% Associate
> Operational
Roles
*
J
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Define the Cascading Levels that Will Be Meaningful for the

Individuals
What is the
level umbrella or
| Umbrella Corporate Strategy COprfatg
Strategy strategy™
Lines of
Business

What is the
specific group
or business
unit priorities
aligned with
the umbrella
strategy?

| | Strategy

SBU SBU SBU SBU

How will
the strategy
teams and teams and teams and be
individuals individuals individuals cascaded
to team
members?

| | | Teams
Members
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Criteria for Developing Individual Scorecards

Criteria 1: Line of Sight — Individual scorecards must support
business/functional scorecards

Criteria 2: Linkage — Link individual objectives to performance model
Criteria 3: Balance — Every perspective must have one objective and measure

Criteria 4: Focus — Do not exceed eight individual objectives
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Maintain Line of Sight Alignment: Individual Strategic Objectives and
Measures Should Support Higher Levels in the Organization

Customer Example Financial Example

Corporate Parent * Operating Margin

Division e Operating Margin

VP of Operations e Variable Costs
e Period Expenses

e Customer
Satisfaction

I
Plant Manager

HimZl
Al
A

* Variable Costs
» Mfg Overhead

e Customer
retention

| Shift Supervisor e Scrap rate
e Labor/ Unit

Machine Operator

* On time delivery

» First Pass Yield
» Schedule Adherence

e Scrap rate

e Line Availability *
* Schedule adherence

» Attendance
 Machine Utilization
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Individual Scorecards Can Become the Cornerstone of Individual
Competency Development

Strategic Objectives Strategic Measures
Strategic Themes © ROCE,
“Superior g Gash flow
Returns” £
“Delighted 58 Market.share..
Consumer” 55 Elsﬁlb.umcg.um
Win Win wi 2 ....CUstomer. Survey.
g‘{g:{gm(‘ﬁ!h o 3 Number of custom (H y M y L)
Percent Revenue from new products
‘Market Focused” | _ [ e B
“Error Free Order % 13""Develop Best-in-Class Distribution
Fulfillment” £ O A
« : I : - (4] 9 c —
Cost Effective . 15...Reduce. Manufacturing. Cost............. 0 > c c =0 5]
Production” |16 Effectively Utilize Assets ® Cal= [ S @ 8= > o
o Competencies 2 g|8s Comments - 2 ERS 25
. o<|.L1..Demonsirate Support for change ... e ¢ 3|oc 3 8 © 0= 35
“High < 5[ "2 " Deveiop strategic skills and s o922 o 2 o o 2 £
Performance g5l .. COMPEtencies . . ..............ccc.... £ o O E T o= = 0
Organization” — | L3 Ensure information technology = o = a
availahlity
1 Effective X X Need to communicate team results to other parts of Lubes by H M H
Communication 5/1/9%6
. Anticipate turnover on team — need to develop coaching skills to
Delegates Effectively X | x g?te el -0 cveioposacing M H L
Develop a 6-12 month plan for technical roll-out. Focuson
Forward Thinking X | consequencesand actions | plan to take to address these M M M
consequences
. L New team — | have greatest knowledge of area. Manager has asked
Taking Initiative X o ) H H M
o me to identify new approaches to increase market share 8%
Ona rew team— Need to take amore active role in sharing my
2 | Teamwork X X knowledge and driving team success M H M
| have one technical opportunity which could grow sales 14%
3 |Ri ; X msteaq of target 8%. Must_ gettgam to rev_lewarn_i cr_lt_lque plan. H M M
If feasible, get buy-in to drive thisaltermative to significantly
increase 1996 sales
Have been seen asa technical idea person — not great follow
Generates Results X X | through. Work with Manager to set more realistic goalsand meet H H H
100% of them

29 ©2005 Balanced Scorecard Collaborative, Inc. « bscol.com



Creating A Reporting Mechanism for Performance Management will
Help Ensure Organizational Alignment

Obj. 6 |Obj. 7 -

As well, the manager of the
organization must be able to Ind. 1
compare how the
organization is doing Ind. 2
against the BSC objectives
as well as how the Ind. 3
individuals are being
evaluated strategically. Ind. 4

Ind. 5
Objective #6 shows that the
organization is behind, but Ind. 6
the individuals supporting
that objective are on track. Ind. 7
Maybe you should look
closer at the assumptions or Ind. 8 X
evaluation process. The
reverse is true for Objective Ind. 9
#8.

Total 2 0
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The Methodology for Cascading from a Balanced Scorecard for a
Business Unit to Individuals Can Be Encapsulated in 6 Steps

1 2 3 4 5 6
Develop Core Individuals Individuals link Supervisor Business Link to the
Model of draft their annual targets review cycle leader performance
performance BSC off the to their aggregation management
drivers for the model objectives process and
business unit drivers create areporting
mechanism
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Discussion Topics

> Strategy Focused Organization Best Practices and the Role of the HR
Executive

> Creating Workforce Readiness
> Strategic Job Family Approach
> Personal Balanced Scorecard Approach
> Resources to Continue Your Learning
> Invitation to Human Capital Community
> Attend the Human Capital Conference
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BSCol’'s Human Capital Community Will Work Together to Address
Human Capital Challenges

> Objectives of the Community:
#1 Define the Top CEO and HR Issues
#2 Articulate the Value of Human Capital in Executing Strategy
#3 Implement an Approach to Measure and Report on Strategic Readiness
#4 Develop an HR Balanced Scorecard to Align with the Organization

> Member Benefits
> Centralized forum to collaborate and share ideas on human capital
> Learn from peers and BSC experts

= Working Principles

BSCol organizes community and provides thought leadership

All members are active participants and must contribute current practices on human capital
Attend annual Human Capital conference to meet face to face

Commit to attending a quarterly net conference with assignments in between scheduled
meetings

> Openness to sharing ideas and exploring new concepts
> Maintain confidentiality among members

> Terms and Conditions
> Selection and application process
> Fees waived for qualified applications

V V V V

> Please contact Cassandra Frangos at cfrangos@bscol.com or 781-402-1164
if you are interesting in learning more about the community ‘
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Human Capital Community Program Calendar

34

March April May June July August September October November

Human

Capital
£ | Conference
o
> March 9-
L 11th

Orlando, FI
#1 #2 #3 #4
X Net Conf. Net Conf. Net Conf. Net Conf.
c
o
L
= Research Job Families + Organization Making
o agenda and Capital Strategy
() Strategic competencies Everyone’s
z readiness Job
* Assessment of Interviews with | ¢ Establish HR Define strategy |. Define job Collect best « Share « Define Create HR

" organization CEO’s.and HR and busin'ess gnd detgrmine families and practices on measures and change strategy
g executives partnership job families competencies organization create new agenda Personal
% Summary » Design BSC capital models BSC
E) report program program
=
(@]
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Resources to Advance Your Knowledge and Stay Connected

e Ongoing Human Capital Community * New Book:

—“Strategy Maps: Converting

« Annual Human Capital Conference Intangible Assets into Tangible

Outcomes”
- “Align Human Capital with
Business Strategy”, March 9-11th,
2004 in Orlando, Florida  HBR Article:
- For more information go to —“*Measuring the Strategic
www.bscol.com Readiness of Intangible Assets”

“It is a breakthrough article for people concerned with how to take a great strategy and
make it work. The tool Kaplan and Norton propose rates what they call “strategic
readiness”. If you know how well your intangible assets support your strategy, you have

a good idea of how likely that strategy is to succeed. For those of us concerned with
execution, that's something akin to the holy grail.”

Tom Stewart

Editor, Harvard Business Review
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