\

Welcome to Session: 156

Optimizing the Value of HR Systems:
Defining Reporting Requirements

owes, CEQO, Infohrm Pty Ltd
| -r._.ris, Brown-Forman, Manager of HRIS

HRMStrategies 2006: IHRIM 2006 Conference and Exposition

April 9-12, 2006 ¢ Washington, DC



Peter Howes And Connie Farri

g

. Peter Howes, is the founder and Chief Executive Officer of Infohrm, an Australian based HR
consulting firm that operates exclusively in the field of planning, measuring and reporting a firm’s
human capital. Peter has over 30 years experience in HR specialising in Workforce Planning, HR
Strategy, HRIS and Workforce Analytics. While based in Brisbane, Australia, Peter has consulted .
regularly in North America over the past six years. In 2002, Infohrm formed a joint initiative with the CLC N[EII‘IES
Washington DC based Corporate Leadership Council to launch CLC Metrics. Over 80 companies
are members of CLC Metrics.

Corporate Leadership Council

Fowered by ICIRRA

. Infohrm, The Infohrm Group leads the world in future focused workforce and business intelligence
solutions with a unique blend of knowledge and experience, supported by the most sophisticated
reporting, analysis and consulting tools available. Infohrm has a strong reputation for innovation
gained through a 25 year history of leading edge workforce planning, benchmarking and reporting g
delivery. Our business is all about transforming data to make it relevant to your planning and : -
decision-making. We give you the tools, programs and training to do it yourself, or we partner with In m
you and do it for you. In short we make it easier for you to pool your HR and business information,
gain insight into workforce challenges and impact the success of your organization’s strategy. INFORMATION = INSIGHT = IMPACT

. Connie Farris, Manager of HRIS Operations. Ms. Farris is the Manager of HRIS Operations at
Brown-Forman Corporation. In this role she is responsible for the development, execution and
communication of Brown-Forman's HR technology strategies which include a formal governance
program for execution of projects. She has over 20 years of human resources and payroll @ BROWN-FORMAN
functional and technical systems experience with concentrations in project management,
development, implementation and maintenance of large-scale enterprise systems using multiple
hardware and software platforms. She has also served as both chairperson and

co-chairperson of Americas SAP User Group (ASUG) for the Kentucky/Indiana Chapter. Ms. Farris
holds a B.S. in Business Administration from Spalding University.

. Brown-Forman, Founded in 1870 by George Garvin Brown, one of the 10 largest wine and spirits
companies in the world. Has 5,700 employees worldwide in 29 countries.
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Integrated Human Capital Management Framework

Demand P Corporate Strategy
Supply v
What - Gaps =y Human Capital Strategy
Matters?
Measure |dentification (incl. KPIs)
HCM Reporting i Reference Data
— HRIS Data — Target Setting | Past Performance
AT Employee Survey Data v Internal Benchmarks
Doing? Recruiting/Training Data | —> Scorecarding and Reporting External Benchmarks
Budgets & Financial Data Labor Statistics
Customer Satisfaction Data
Diagnostic Tools
Surveys = Gap Identification
Where Are Focus Groups — !
The Issues? Interviews — Root Cause Analysis
Data Mining l
: : Sources
Action Planning Vendors
What Are We l Peers/Best Practices
Going To Do? Intervention Design / Implementation  [«— Literature/Academia
v Internally Developed
ROI Evaluation p
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The New Face c

HR Has Witnessed a Gradual Shift Toward Higher Order Reporting

Strategic Reports

0]
Lo Strategic | ¢ Analysis and synthesis of
Reports quantitative data
* Impact or action-oriented
HR Report Professional and Managerial

Professional &

Composition :
P Managerial Reports

* Numerical/Quantitative
e Multidimensional

 Ability to Navigate

50%
o _ Administrative Reports
Administrative e Substantial Text
Reports « Unidimensional, often volume-
based
 Static/cannot be manipulated
0%
1980 1990 2000 2010

Source: HRM Consulting 1992
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The Measurer

Do you make decisions about your people with the same
rigour, logic and confidence as your decisions about
money, clients, program policy and technology ?

Dr. John Boudreau
USC Centre for Effective Organizations

High

O/O

Low High
© Infohrm Pty Ltd www.infohrm.com
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 There is no shortage of HR measures. So, improving our measurement system
requires that we do something beyond just creating new measures  (Boudreau
& Ramstad, 2003).

 Develop a measurement framework that guides and enhances the quality of
decisions:

— Enhance decisions by articulating logical connection between workforce and
business outcomes,

— Align people processes with the strategic priorities of the company,

— Focus employees on areas where business requires outstanding
performance, and

— Shift the performance curve of employees and the organisation.
(Becker, Huselid, & Ulrich, 2001; Boudreau & Ramstad, 2004)

© Infohrm Pty Ltd www.infohrm.com

HRMStrategies 2006: IHRIM 2006 Conference & Exposition



HCM HCM :
: : Making It
Reporting Reporting Happen
Professional Strategic

100% - e TifiCation iS "Our abilities to interpret and understand
Al Ifthere is mforrggll_tlon conltllnues to lag l;')jehlnd ogr )
anything wrong with ~ capability to collect, store and report data.
the data the window
42 90% of opportunity shuts.”
()
g N “Inertia is a distinct possibility. If
o :
o it all seems too hard, we (HR)
8 80% - will revert back to our traditional
9_: reactive administration role."
o
o \/
0/~ -
g 70% "We know the data is an untapped
8 gold mine but we are struggling to
o find the time and dedicated
& n
60% - resources to conduct analyses.
L
50% 1 1 T 1
Data Credibility HR's Ability to Project Resourcing Cultural Resistance
Analyse and Interpret to HC Metrics

HC Metrics
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Success in driving an HR function with data can come in
many forms, through various types of data usage

Recurring Projects Ad Hoc Projects Foundational Knowledge
For projects or decisions that will For projects that do not recur on a For projects that do not recur on a
recur on a regular basis, data can be regular basis, either large or small, an regular basis, either large or small, an
incorporated into the decision making end to end analytic process can be end to end analytic process can be
process steps employed employed

Workforce Composition
Employee Preferences

F> Collect Relevant Define Topic for Analysis
Data I:@ Define Scope of Final
Perform
Analysis

Deliverable

Implement and
Monitor

Outline Hypothesis

Employee Behaviours
HR Process
Characteristics
HR Process
Outcomes

Investigate Hypothesis and

N . ' orm Insigh
Dec_|5|on/PoI!cy Communication Results
Setting Meeting

Define Action Steps
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Characteristi

HCM Measurement

And Reporting
Framework

10
HR Report

Compositi
on

50%0

0%

Strateqgi
Reports

Professional &
Managerial Rep

Administrative
Reports

\J

DIts
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Number only
Two or three dimensional

Facility to change dimensions
instantly

Facility to drill down or up within a
report cell
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Labour Turnover Benchmarks — Finance Sector
25" Percentile  13.4%
th ' 0
50 Percent!le 15.0% Company Result
75" Percentile  16.9% 18%
90" Percentile  20.2%

Costing Example

Total Average Workforce 10,000
Total No. Voluntary Separations 1,800
Voluntary Labor Turnover 18%
Average Cost per Labor Turnover $45,000

Cost Voluntary Labor Turnover $81,000,000

© Infohrm Pty Ltd www.infohrm.com
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Total Labour

Labour Turnover by Occupational Group

Occupational Group Labor Turnover
Managerial 12%
Professional 28%

Trade 10%
Clerical 22%
Total 18%

© Infohrm Pty Ltd www.infohrm.com
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Occupational Group

Tenure Managerial | Professional Trade Clerical Other Total
<1year 16% 26% 19% 24% 32% 25%
1-<2yrs 14% 14% 15% 14% 24% 19%
2 -<3yrs 24% 32% 11% 22% 15% 16%
3-<5yrs 12% 29% 8% 20% 11% 14%
5-<10yrs 4% 19% 5% 18% 12% 11%
10-<15yrs 2% 7% 5% 12% 8% 6%
15 +yrs 2% 4% 5% 10% 4% 5%

© Infohrm Pty Ltd www.infohrm.com
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HCM Measurement
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Framework

Occupational Group

HCM. Making It
Reporting Happen
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Tenure Managerial | Professional Trade Clerical Other Total
<1l year 16% 26% 19% 24% 32% 25%
1-<2yrs 14% 14% 15% 14% 24% 19%
2 -<3yrs 24% 32% 11% 22% 15% 16%
3-<5yrs 12% 29% 8% 20% 11% 14%
5-<10yrs 4% 19% 5% 18% 12% 11%
10 - <15 yrs 2% 7% 5% 12% 8% 6%
15 +yrs 2% 4% 5% 10% 4% 5%
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Managerial Professional

Tenure HiPo Non HiPo Total HiPo Non HiPo Total
< 1year 17% 14% 16% 35% 23% 26%
1-<2yrs 21% 11% 14% 17% 13% 14%
2 - <3yrs 45% 15% 24% 48% 20% 32%
3-<5yrs 16% 13% 12% 7% 24% 29%
5-<10yrs 2% 1% 4% 20% 18% 19%

10 - <15 yrs 0% 12% 2% 3% 14% 7%

15 + years 0% 5% 2% 0% 6% 4%
Total 13% 11% 12% 28% 18% 28%

© Infohrm Pty Ltd www.infohrm.com
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* Period

e Occupational Group

e Tenure — Position, Location, Organisation
e QOrganisation Unit

e Grade/Classification

e Age

« Gender

« EEO Ciriteria

© Infohrm Pty Ltd www.infohrm.com
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* An overview of ‘professional’ reports implemented
at Brown-Foreman

— Labor turnover Data highlight report
— Career Path Trend report

— High performance Staffing report

— Exempt External Hires

© Infohrm Pty Ltd www.infohrm.com
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Highlight (SMAR

- Termination Rate - Voluntary
2006 Annualized
Highlighting organization cuts under the Organization Unit of Office
of the CEO with a rate >15% , qualified by a headcount >20

Making It
Happen

HIGHLIGHT Termination Rate - Voluntary greater than - | EI0R Organizational Unit - |OFFICE OF THE CED
Brown-Forman Corporation Termination Rate - Voluntary less than - | 5.00% Fiscal Years : | 2006
Termination Rate - Voluntary Filter Average Headcount under | 20.0 Employees Included - |All Employees

Report to date © Jan-31-2006

'mployment Levenployment Type Ethnic Background = Organization Tenure
=
s | 2
= c
5 g g E g - % »
= @ = b & é s = o £ % E i - = = = &
5 s
£ =
£
=3.02%| 11.55%| 5.36%| 3.20% 5.57%| 5.58%| 9.10%| 5.75%| 3.18% 5.13%| 5.86%| 9.62%| 5.71%|10.04%| 6.71%| 4.91%| 2.16%| 2.23%| 3.17%| 11.98%
Low Performers 50.01% 7.14% 2.79%] 9.24% 44.31% [ 58.73%| 22.44% 22.85% E
- Wid Performers 4.50% 4.28% 2.39%| 4.34% 4.358%| 3.03 5.41% | 429%| 4.67%| 3.62%| 7.14%| 5.30% 4.62% | 2.62% 1.5B%H
Performance Rating -
High Performers 3.28% 1.70% 3.36%| 3.07%| 2.51%| 21.60%) 2.64%| 17.03%| 9.5 1.20% | 5.83% §.63% | 12.58% | 3.27%| 3.46% 2.25%
Too New 2.29%, §.25% 265% 3.05% 291% 5.66%| 2.98% | |
<1 9.62%| & e[ 10.00%) 11.92%| 3.78%| 5.08% 3.25%-11.48% 10.52% 7.97% 12.54% | 4.33%
1-=2 571% 4.18%| 7.28%| 7.54% E21M%| 6.32%| 5.41% 2.82% 3.729 55%| 75.768%) 5.15%| 6.97%
2-<3 10.04% - §.52%| 5.86% 12.84% | S5.91%| 6.62%[42.76%] 8.591%[14.20% 9.57% 10.91%
3-=5 6.71% 10.81% | 8.82%| 4.67% 7.56%| 6.06%] 5.93% 5.24% 7.00%| 5.87%
‘Organization Tenure S-<10 4.91% 9.84%| 477%| 431%| 362%| 7.05%| 414%| 6.07%| 4.92%| 17.321°%] 4.59%| 10.64%| B.96% 4.43%| S567%
10-=15 2.16% 517% 3.56% 2.04% 2.15% 7.14% 2.05%| 2.35%
15-<20 2.23% J.67% 1.19%| 2.668% 2.59% 0.75% 4.43%
20-=30 3.17%, 3.78%| 3.12% 3.63% 3.11%| 3.29%
30+ 11.98% 9.90%] 13.23% 12.34%| 5.27%| 52.17% 11.57% | 13.28%
Male 6.13%| 62.71%|12.26%| 622% 7.29%| 6.22%|22.83%| 6.23%| 2.50%| 6.89%| 5.38%
Female 5.66% 10.21%| 6.65% 11.30%] 6.30%| 4.51%| 4.51% 5.67%] 4.95%| 4.29% T.E-D%- 57.56%
White 5.75%] 53.02%)10.13%| 6.55% 476%( 7.17%| 5.47%|10.88%
Black 3.16% 2.34% | 3.06% 5.25%| 5.84%| 2.17%| 4.14%
Ethnic Background Hispanic £.96% e s 5245 12.93%| 6.06%| 7.10%
Asian/Pacific Islander 9.40% 12.94% | 7.44% 8.70%
American Indian/Alazkan Native | 25 02%¢ 5 57.58%
Employment Type 2 Fulk-Time 5.58% 2.38% 426%| T7.28%
Part-Time 9.10% 547 7.51%
Exempt 5.48% 3.42%| 221%
Employment Level
( Non-exempt §.57% 2.93%| 2.94%| 14.57%
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Trend SMART) Repa

Path Ratio for Females
Manufacturing Industry comparison

TREND

Brown-Forman Corporation
Report to date - Jan-31-2006 [Fiscal Years]

Orgamizational Unit :
Benchmark Group :
Employees Included :

All Organizational Units
Industry - Manufacturing
All Employees

Past 12 Months *

Career Path Ratio - In - Female Career Path Ratio - In - Female Career Path Ratio - In - Female

250 | 2.9 400 r 3,56 25.00
] 3.50 M 3.18 b0.0

200 | 200 | 290 = 2000 fr
1.50 | . 127 1.32 izz 170 154 15.00
1.00 1i5|:| .1'49 Lo 10.00
ol 1o | 0.83 o 57 6.086.0
- 0.50 | H 1-910.;.,31.21-5H 211 H H
0.00 0.00 0.00 0 m.0.0 o.m

2003 2004 2005 2008 o4 Q1 @2 Q3 Q4 al az a3 @ 'Eﬁ E‘ 53 éﬂ E § é‘-; k

Benchmark Comparison ™

2006

. S | Results - Female Annualized | 2006-2005
areer Ha atio - In - Fremale
Promotions - In Les 5Tl 4353 235 340 -85
—1 Rezult —m— 25th +— lMedian " T5th Transfers - In a2 293 150 193 257 &7
Career Path Ratio - In 1.18 1.27 2.25 1.32 1.32 -0.87
250 - 75th PERCENTILE 122 1.78 1.22 0.00 -1.22
S0th PERCENTILE 0.65 0.54 0.654 0.00 -0.54
200 25th PERCENTILE 0.55 0.560 0.54 0.00 -0.54
1.50 Distance from Median 0.50 0.33 1.65 1.32 -0.33
1.00
0.50
0.00

2003 2004 2008 2006

© Infohrm Pty L

= Al partial year values have been annualized to enable sazy comparizon acress chartz.

== All benchmarks are calculated based on calendar year.
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Making It

1. Search All Organizational Units (end-points only) for values of Staffing Rate - High Performer in the
period 2005 that are less than 10.00%

2. Search All Organizational Units (end-points only) for values of EOP Headcount in the period 2005 that

are greater than 10

Staffing Rate - High Performer/2005

- ..\,H

OFFICE OF THE CEO
OFFICE 0
OFFICE OF THE CE0
OFFICE OF THE CEO
OFFICE OF THE CE0
OFFICE OF THE CEO
OFFICE OF THE CEO
OFFICE OF THE CEO
OFFICE OF THE CEO
LENOX INCORPORATE

LENOX INCORPORATED HAGERSTOWN ISTRIBUTION CENTER
RETOWN DISTRIBUTION CENTER

LENOX INCORPORATED

:|'|'|:||“ _I:ll""‘

BEVERAGE DIRECTION

:l:'|'|'::|‘.|“ :l AT

winCu I

BEVERAGE DIRECTION

:':'|‘|'::|"‘" :' AT

LInCL

BEVERAGE DIRECTION

BEVERARE NREATH
BEVERAGE DIRECTID

BEVERAGE DIRECTION

:l:'|'|'::|‘.|“ :l AT

_- =l u

BEVERAGE DIRECTION
MO ERT nglq'

wASLLC I

LENOKINGORPORAT E] BRANDS WHOLESALE.

BROWN-FORMAN WINES
BROWN-FORMAN WINES
BROIN-FORMAN WINES

B-F DISTILLERY CO & SUPPLY CHAIN MGMT
B-F DISTILLERY GO & SUPPLY CHAIN MGMT
B-F DISTILLERY CO & SUPPLY CHAIN MGMT
B-F DISTILLERY CO & SUPPLY CHAIN MGMT
C0 & SUPPLY CHAIN MGMT
B-F DISTILLERY CO & SUPPLY CHAIN MGMT
B-F DISTILLERY GO & SUPPLY CHAIN MGMT

B-F DISTILLERY

BRODKS & BENTLEY
SHiPPING & WHOLESALE B
DISTRBUTION! WILLIAMSPORT

CUSTOMER SERVICE/ORDER ENTRY

CENTRAL USAIGANATA

WEST USA

FETZER VINEYARDS

SUPPLY CHAIN MANAGEMENT

BROWN-FORMAN DISTILLERY COMPANY L

BROWN-FORMAN DISTILLERY COMPANY - LPO DIRECTION

BROWN-FORMAN DISTILL
BROWN-FORMAN DISTILLERY
BROWN-FORMAN DISTILL

:"l. "”"|| '\ll

:l'l. |'”"|| Wl\.

BROWN-FORMAN DISTILLERY COMPANY  J0 DRECTION

QUTBOUND
NBOUND

COMPANY  LPO DIRECTICN

OPERATIONS WINEMAKING
BFB SUPPLY CHAN INTEGRATION _BFB SUPPLY CHAN INTEGRATION
POORECTI LPO PRODUCTION
LPO PRODUCTION
PO ORECTIO BROMN-FORVAN DISTILERY

BROWN-FORMAN DISTILLERY
J0 DRECTIO J0 BOTTLING PRODUCTIO

J0 DIST DISTILLING

_INBOUND
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h

FE.C@%

HOPLAND HINERY 1554
(I

LPO MANTENANGE (T
PO BOTTLING "0
BT ADMINSTRATION (i
BFD DGTLLERY OPERATIONS ~ 9.09%
JDBOTT SCHEDULINGRECENING 7.80%
JD DT DSTILLING (o
h

(I

| A

LW

(B
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Ageing Workforce

1. Search All Organizational Units (end-points only) for values of Staffing Rate - >50 in Age in the period 2005 that are
greater than 20%

2. Search All Organizational Units (end-points only) for values of Staffing Rate - Tenure >15 Years in the period 2005
that are greater than 20%

3. Search All Organizational Units (end-points only) for values of EOP Headcount in the period 2005 that are greater
than 20

T A
Organizational Unit s50inAge [»15Years  |Headcount
HARTMANN LUGRAGE  MANUFACTURING MANAGEMENT GEN MFG MOBILE TRAVELER % 6% N
QFFICEQFTHE CEQ  BEVERAGE DIRECTION BROWN-FORMAN WINES EASTU3A N0R% H0% 4
QFFICEQFTHE CEQ BEVERAGE DIRECTION BROWN-FORMAN WINES WEST LA 0% 0% B0
QFFICEQFTHE CEQ  BEVERAGE DIRECTION BROWN-FORMAN WINES FINANCE 086% N0% N8
QFFICEQFTHE CEQ BEVERAGE DIRECTION BROWN-FORMAN WINES FETZER VINEYARDS QPERATIONS ~ PRODUCTION WAREHQUSE B 33% n
QFFICEQF THE CEQ BEVERAGE DIRECTION BROWN-FORMAN SPIRITS EXECUTIVE QFFICE BFSASAES  CPENSTATES CUSTOMER ALLTANCE GROUP CUSTOMER ALLIANCE GROUP B AN% M
QFFICEQFTHE CEQ BEVERAGE DIRECTION BROWN-FORMAN SPIRITS EXECUTIVE QFFICE BFSASAES  CPENSTATES ATLANTIC DIVISION _ATLAKTIC DIVISION W%  266% 47
QFFICEQF THE CEQ BEVERAGE DIRECTION BROWN-FORMAN SPIRITS EXECUTIVE QFFICE BFSASALES  CONTROL STATES/CANADA DIVISION _CONTROL STATES/CANADA DIVISION Bh%h 053% 4
QFFICEQFTHE CEQ BEVERAGE DIRECTION B-F DISTILLERY CC & SUPRLY CHAIN NGHT  BFB SUPPLY CHAIN MANAGEMENT INTERGRATION 00% 4000% D
QFFICEQF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT  BROWN-FORMAN DISTILLERY COMPANY LPO DIRECTION L0 PRODUCTION LPO MAINTENANCE 000% 4160% M
QFFICEQFTHE CEQ BEVERAGE DIRECTION B-F DISTILLERY CQ & SUPRLY CHAIN MGHT  BROWN-FORMAN DISTILLERY COMPANY LPO DIRECTION L0 PRODUCTION LPOLOGISTICE & TRANSPORTATION 000% 4615% 26
QFFICEQFTHE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT - BROWN-FORMAN DISTILLERY COMPANY LPO DIRECTION L0 PRODUCTION LPO BOTTLING B0% 0%
QFFICE QF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT  BROWN-FORMAN DISTILLERY COMPANY D DIRECTION D DIST HUMAN RESOURCES JD DIST GENERAL SERVICES DDITENGINEERING  DODISTILERY BOTTLNG MAINTENANCE  38.10%  8005% 1
QFFICE OF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT - BROWN-FORMAN DISTILLERY COMPANY D DIRECTION 0 BOTTLING PRODUCTION D BOT SHIPPING 0Hh 03 W
OFFICE OF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT - BROWN-FORMAN DISTILLERY COMPANY O DIRECTICN 0 BOTTLING PROCUCTION D BOTT 8OTTUNG M 03%6% W
QFFICE OF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT - BROWN-FORMAN DISTILLERY COMPANY BGC DIRECTION BGC LOUISVILLE GENERALPLANT _BGC LOUISVILLE GENERAL PLANT nnh 0% N
OFFICE OF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT - BROWN-FORMAN DISTILLERY COMPANY BGC DIRECTION BGC LOUISVILLE GENERALPLANT  BRCLOUISVILLE STAVE n0N%h  423% 39
QFFICE OF THE CEQ BEVERAGE DIRECTION B-F DISTILLERY CO & SUPRLY CHAIN MGHT - BROWN-FORMAN DISTILLERY COMPANY BGC DIRECTION BGC LOUISVILLE GENERAL PLANT  BACLOUISVILLE HEADING .36% 41.86% 4
LEHOX INCORPORATED ERANDS WHOLESALE CUSTOMER, SERVICE/ORDER ENTRY 0L3N%  4286% N
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External Hire Rate — Exempt
OFFICE OF THE CEO

All Ethnic Backgrounds, Female

|
|

_3.24% 6.78% 16.81% 7.37%  14.64%

N M
- M
o M
™

OFFICE OF THE CED Hispanic "0.00% 84.35% 22.81% 27.68% 34.17%  77.34%
Asian/Pacific Islander 0.00% '38.87%  17.98% Eu 71% 25.48% ' 41.38%
American Indian/Alaskan Native EiRilIE "0.00% " 0.00%
| _OFFICEOFTHECEO  |White " 0.00% " 0.00% 0.00%
_11.4?%:3 91% ::: 09% }' 18% 17.53% 18.53%

Black "0.00% '15.80%  8.61% 11.87% 5.83%

b |
b |

l]l]l]% 6.96% @ 5.14%  B.26% 11.26% 45.26%

F
BEVERAGE DIRECTION e 0.00% "92.35% 22.81% 27.68% 28.88% 32 67%

|
|

F

Asian/Pacific Islander 0.00% 32.06% 18.83% El 27% 26.45% 42.86%

0.00%

7.76%
21.72%
128.27%

American Indian/Alaskan Native iKiliE% "0.00%
"3.26% 6.48%

F
F
F

BFC CHIEF FINANCIAL OFFICER

[-IJ1
=
L
F
LA
L
=]
F

Asian/ Pacific Islander '11]? 14% 'u 00%

r
PSS OREN ™ S 1.01"0.00% 7 0.00% '.45% | 2.40%
Black 0.00% l] 00% 720.54% 51? 55%

LEGAL -
CEr S 0.00%
o I e Y o T T 0.00% " 0.00% ' 9.75% 25.96% 7.17%
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Characteristi
10 _ Strategic Reports
Strategif . _
HR Report Reports *Analysis and synthesis of
Compositi | quantitative data
> Professional & «lmpact or action-oriented

Managerial Repprts

50%0

Administrative
Reports

0%

© Infohrm Pty Ltd www.infohrm.com

HRMStrategies 2006: IHRIM 2006 Conference & Exposition



HCM Measurement HCM .
: : Making It
And Reporting Reporting Hapoen
Framework Professional PP

* Infohrm provides analytic consulting services based on our expertise In:
— Workforce data integration
— HR and Organisational Development
— Applied research and statistical modelling techniques

« To provide workforce insight and business impact by:

— Identifying leading indicators of organisational effectiveness and
determine strength of relationship,

— Quantify the amount of improvements in business outcomes and
associated with improvement in a workforce driver, and

— Review of most relevant best practices to inform how to improve
performance on ‘decision metrics'’.

 The next slides are 2 case study examples of presentations which
would represent Strategic HCM reporting

© Infohrm Pty Ltd www.infohrm.com
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“The extent to which employees commit to something or someone
In their organization and how hard they work and how long they
stay as a result of that commitment” (CLC Research, 2004)

An individual’s involvement and satisfaction with as well as
enthusiasm for work (Harter, Schmidt, & Hayes, 2002. Journal of
Applied Psychology, 87[2]:269)

« How engaged are our employees today?
 What is the business impact of employee engagement?
« How can we drive engagement?

© Infohrm Pty Ltd www.infohrm.com
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The Emplc

A Compelling Place A Compelling Place A Compelling

to Work to Shop Place to Invest
_ Customer
Attitude eyl recommendations
ool Helpfulness 4
the job P
N
Employee eturn on asset
behaviour Customer R : :
Impression *Operating margin|

Revenue growt

| g
Attitude Merchandise v /
about v

the company Value
Employee Custor_ner
retention retention
increase in > in customer >in revenue
employee impression growth
attitude

S%”{é%Sé,J%@ﬂQ'W]%ﬁPmerrﬁPmﬁt Chain at Sears in ‘Harvard Business Review’, Jan-Feb 1998
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Situation:

« The HR executive of a large retail chain (McKee*) needed to
guantify the impact that employees have on store performance.

Action:

» Integrated HR metrics, employee survey, customer satisfaction
and financial data.

« Quantify the strength of relationship between HR metrics and
business outcomes.

o Calculate potential financial gains associated with
Improvements in workforce drivers.

* Pseudonym

© Infohrm Pty Ltd www.infohrm.com
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Making It

nfohrm utilised the three-step process below to estimate the impact of human
capital levers on Profit per FTE.

Step #1: Step #2: Step #3:
Build Hypotheses Test Hypotheses Impact Analysis

?

74.00

72.45

+ Through a combination of secondary
research, data mining and conversations
with senior HR management, Infohrm
developed hypotheses to test

67.00 66.59

|
l
/
/
/

60.00 7
- ’ ‘ Current State /  Current State x 1/4 Stndrd
/

Dev

- > + Finally, the impact** of improving
performance across stores by ¥
standard deviation was estimated

* Infohrm employed Structural Equation
Modeling (SEM)* to test relationships
between variables and refine the
overall model

*SEM is a multi-variate analysis that allows examination of a set of relationships between one or more predictors and one or more outcome variables. It is primarily a confirmatory
technique that assesses the adequacy of a model by measuring whether the proposed models estimated covariance matrix is consistent with the observed covariance matrix.

**|mpact analysis present a statistical estimate of the maximum total impact on outcome variables a predictor variable may produce. The maximum total impact is calculated by comparing
two statistical estimates: the predicted outcome variable score for a store at the mean of the predictor, and the predicted outcome variable score for a store ¥ standard deviation above the
Cmatohohihetpredictorwariaiftehrm.com
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Employee Engagement:

“The extent to which employees commit to something or someone
In their

organisation and how hard they work and how long they stay as a
result of that

commitment” (CLC Research, 2004).

« How engaged are our employees today?
 What is the business impact of employee engagement?
« How can we drive engagement?

© Infohrm Pty Ltd www.infohrm.com
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...drives effort and ... Tesiting in improved ... which drives store
Engagement... intent to stay... performance and performance.
retention...
Discretionary Performance
Effort \
Employee Store
ploy Profitability
Engagement

—— Intentto Stay +——> Retention

) Source: Corporate Leadership Council, 2004
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Step 2. Model

B

Engagement data ...top box scores and human ...predict store financial
integrated with... capital metrics to... performance...

Performance
(Customer
Satisfaction)
Employee SFore. |
Engagement Profitability
(Employee Survey) (Store Profit)

Retention /

(Voluntary

Termination
Rates)
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Moving stores from low engagement to high engagement can result in a
4% increase in customer satisfaction.

70.0
. "
. -
. -
- 67.9

S 68.0 - _.-7
o -
w
S
E 66.0 - 65.3
B
w®
P 64a.0 -
[=F]
E
2
5
U EE.U n

60.0 . ]

Low Engagement High Engagement
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No single employee characteristic can be expected to drive store performance; instead, it is the
combination of multiple characteristics that defines employee impact.

Customer Experience
Response to the Question “Where Can | Find Two Widgets”

@

Follow me to aisle three. |
suggest that you pick up three

High widgets; you can always return
unused items, but we find most
customers need an extra and |
wouldn’t want you to make an

necessary trip
Tenure

| know it’s in one of
the first seven

aisles. Follow me
and we’ll find it

together.

Low Engagement High
© Infohrm Pty Ltd www.infohrm.com
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Effect Dependa

Engagement is a strong driver of ...but has little impact on customer
customer satisfaction in inexperienced satisfaction in stores with a high
workforces... tenured workforce
. Impact across all tenure
g 8-:0% 1 groups is 4%
F 7.0% -
E 50% ] === — =i — — — = = = = = == = — — = —
s
L 4.0% -
O
2 o >
= 2.0% -
=
0.0% -

1st 2nd ard

ure Quartile

4th

Moving stores with low tenured workforce from fow engagement to high engagement can result in a
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Stores with higher levels of engagement had lower levels of voluntary
terminations.

50% 1 S

e 47 .4% \\

0= \\

c N

= 45% X

=

=

= 40.5%

= 40% -

€

=

=]

} .
35% . |

Low Engagement High Engagement

Every 10 percent improvement in engagement can decrease voluntary termination rate by 9 percent.
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s

Low Average Workforce Tenure -8 High Average Workforce Tenure

L
<o
=
]

Store Profit

Low I |

Low Voluntary Terminations High Voluntary Terminations
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« Employee-Customer-Value chain:
— |dentify areas of focus to improve store performance
— Help prioritise people investment decisions

« Quantify Impact of Engagement

— A 10% increase in engagement drives, a 2 unit increase in
customer satisfaction, drives a 7.5% increase in Profit per
FTE.

— This equates to a total increase across the sampled stores
of approximately, $125,000,000.
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lterative Research Model

Quantitative Continue to build and validate

Research models that test hypotheses about
the impact of human capital on
Position data to enable company performance.
testing of new
hypotheses surfaced
during qualitative
research and ensure
metrics identified as
performance drivers in
previous research are _— Refine understanding of
easily accessible by quantitative results through
management. qualitative research including
interviews and focus groups
with store employees.
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A Universal Reporting Template is Difficult to Achieve
Since the Needs of Audiences Vary Within and Across Organizations

Dimensions of Human Capital Reports
llustrative

Frequency Daily Annually

Org. Units One All

Length One Page 200 Pages

Breadth One Metric

25 Metrics

Member Articulated Reporting Needs

“Less is more when it comes to “If we could include benchmarks, this would
benchmarks. They become a distraction be a very useful report.”
in reports.”

-Project Manager B
-Project Manager A
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Incorporating Human Capital Metrics as a Set Part of
Business Processes Proves a Valuable Strategy for Driving Utilization

Il
H=n

Scenario Forecast

.- Future Demand

Supply Forecast

| Workforce Gaps

b

T
il il |

| TR
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Building the “Right” Report Requires
Consideration of Both the Report Developer and Consumer

Ideal Report Characteristics Ideal Report Characteristics
Devgloper Copgumer

) 5

[ [

L S

5 <

) )

Low Low
Low High Low (Push) High (Pull)
Percentage of Job Responsibilities Level of HC Data Engagement
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Current CLC Metrics and Planned InfoHRM
Tools and Applications Offer Solutions for Every Audience

ldeal Report Characteristics ldeal Report Characteristics

Devegloper Copgumer
SMART Models ADQ SMART Models ADQ-Briefing Book
3 1 .';.’.:-,;; I ? (3\ SN = I =
c == c =
Q —_ o ——
= =
= SMART Reports = SMART Reports
© - 5
g Reporting Services  [— g | IEgghboa:_?
o ® ="\pg Gallery =7DB Reports | =
[T ||
Bl | | |  esEm ceses
Low @ Low -
Low High Low (Push) High (Pull)

Percentage of Job Responsibilities
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 Focus on your early adopters
 Don't try to boil the ocean
 Develop compelling stories
* “You can save us how much?”
e Maintain your focus
« Dollar amounts help you do this — remember, you can’t do everything
o |tis essential to have the right people in the right jobs to be successful
 Expect to have to adjust your vision to meet the needs of the users
 Be flexible and willing to change the scope or focus of your plans
 Don’t expect everyone to accept this method overnight

« Enjoy the detours along the way... you may end up in a better place than where
you originally planned!

© Infohrm Pty Ltd www.infohrm.com

HRMStrategies 2006: IHRIM 2006 Conference & Exposition



Questions

Thank You

HRMStrategies 2006: IHRIM 2006 Conference and Exposition
April 9-12, 2006 ¢« Washington, DC



Go to www.ihrim.org

The IHRIM Learning Center

http://www.ihrim.org/resources/LCindex.asp

IHRIM Publications

http://www.ihrim.org/pubonline/index.asp

© Infohrm Pty Ltd www.infohrm.com

HRMStrategies 2006: IHRIM 2006 Conference & Exposition



eds your f

complete a session e
for

Session 156
- Effectively Managing HR Information

Farris, Brown-Forman, Manager

| HoweS, CEOQO, Infohrm Pty Ltd
N
Dperations

HRMStrategies 2006: IHRIM 2006 Conference and Exposition

April 9-12, 2006 ¢ Washington, DC



