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U Discuss Key Strategies to Consider when Undertaking HR
Transformation

O Discuss How to Successfully Address Common
Challenges

U Set Reasonable Expectations of the Benefits from
Transformation
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My presentation will include a discussion of key strategies to consider as you initiate HR transformation, how you can successfully address common challenges to HR transformation, and how to set reasonable expectations on what your organization should expect from your transformation efforts.  


Research Backdrop

U ADP/HROA 2009 Global HR Transformation Report

— Survey of 188 executives around the globein varying stages of HR
transformation

— Captures trends related to:

. Reasons organizations transform, and the barriers that limit their
transformation

. Transformation timing, cost, and satisfaction

. Impact of recent global economic changes on transformation plans
. Engagement of external resources and experience

. Current and future transformation scope

. HR outsourcing and shared services strateqgy, budget, and provider

selection
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My presentation is based upon the findings of a survey conducted last year by ADP and the HROA concerning global HR transformation.  The survey incorporated input from 188 executives whose companies were in some stage of HR transformation.   The ADP / HROA 2009 Global HR Transformation Report identifies important trends including:  why companies have chosen HR transformation; barriers that stood in their way; timing, cost and satisfaction issues; the impact of global economic changes on their plans; engagement of outside resources; the scope of current and future transformation; and the application of an HR outsourcing and shared services strategy, including vendor selection. 


Transformation Study Respondent
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What types of companies participated in the survey?  While more than half of the respondents were from corporations that have their headquarters in the Americas, 45% were from Europe, the Middle East, and Asia Pac.   A third of the companies surveyed operate in just one country, while 60% have operations in up to countries. Participants included organizations ranging from those with fewer than 500 employees to more than 100,000 in headcount. 


First, Let’s Define it...

[ HR Transformation:

— Aconcerted effortto change and improve HE operations, whether
through outsourcing, shared services, internal reengineering, or a
combination of these strategies

; The business behind business® _




Before we delve into transformation strategies and efforts, let  s first define what HR   transformation   is.  It can be described, quite simply, as a concerted effort to change and improve HR operations.  Changes can be realized through outsourcing, shared services, internal reengineering, or a combination of all of these strategies.   Each company will engage HR transformation and shape their own strategies in different ways to meet different needs. 


HR Transformation Examples

U IKEA
— Implement a global HR and PR platform
— Reduce cost
— Improve guality of HRE delivery

] Celestica

— Move operations to lower cost [ocations

— Eliminate non-core spending

— Gain speed and scale to enable mergers and acguisitions
U Harman International

— Ensure consistency between countries and functionalities

— Enable rapid implementations in new countries

— Achieve maintenance and cost efficiency
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Companies create their own HR transformation strategies to meet different needs.  IKEA focused on reducing costs through a global platform that improved the quality of service to the company  s HR users. ? Celestica moved its operations to lower cost locations and saw HR transformation as a means to cut non-core spending and position the company for mergers and acquisitions. ? Harman International wanted consistency among countries and functionalities, the means to implement rapidly in new markets, and lower HR operational costs. 


Who Is Transforming HR?

U HR transformation continues to be a significant
phenomenon
— B1% of respondents say they are / hawe J plan to transform HR

— 2009was the firsttime in 4 years we saw 3 decline in respondents
saying they are transforming HRE

respendents with no plans ta respandents with ne plans te transterm
transform who say oost was o who say HR's low pricrity was o major
major lactor in that decision factor in that decizion

o
0

0% = 5%
40% = 29%

o
pr?

: The business behind business® _




About 80% of survey respondents indicated they are in some stage of HR transformation.  Yet for the first time in several years, the number of companies planning to transform actually declined.  Most of them blamed cost as a key factor in that decision.  The economic downturn apparently had some impact on decisions to pursue or defer transformation plans.  Additionally, nearly a third of the companies with no plans for HR transformation admitted that HR was simply a low priority for them.    


Impact of the Economic Downturn

U Theresponse to the downturn varies according to

organization size
— Largerarganizations hawve accelerated their efforts
— Smaller arganizations were more likely to slow down
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The impact of the downturn in 2008-2009 presented an interesting dichotomy.  The survey found that larger companies were accelerating their HR transformation efforts, while smaller ones were more likely to slow down and not be as aggressive.  Many larger companies had remained focused on attaining the benefits of transformation, despite the tough economic environment. 


Why Transform HR?

U Thetop reasons companies transform have remained
virtually unchanged over the past several years

Ta sccess exvernal pources of nilent. expertite or technalegy |

Tao facilizate reporting

Te benedic from 3 new technology 1o empower ling managers

To concentrate resources on oore business

|
Te align the organisation on common objsttives _
|

To respond to organisational chamges

Ta add and/er improve tervice for ling managers nd employest

Ta free internal HR 1 w2 focu on strazegic aue —

To reduce cost or better manage the cadt of internal procesies

The business behind business® _




There are many benefits from HR transformation, yet the top reasons for transformation have remained remarkably similar over the past several years.  They provide an interesting window into the motivation of companies that kept their transformation plans on course, no matter what.   Improving service to employees and line managers, freeing HR staff to focus on strategic issues, and lowering costs and improving cost management of internal HR processes were the top choices of more than 60% of survey respondents. 


Approaches to Transformation

U Organizations most often employ a hybrid approach to
HR transformation

— Ahybrid approach of internal reengineering, shared services, and
outsourcing remains the most common HRE transformation strategy

— Dutsourcing as the predominant means experienced a near double-digit
increase from 7% to 12%
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How In-Scope HR Processes Are Managed

U For the most part, HR is a local business
— May have a global HRIS, but that too is often managed locally
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Outcomes of HR Transformation

U Transformation efforts meet or exceed expectations
approximately 70% of the time
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Hurdles to Transformation

U Primary hurdles to transformation remain unchanged
over 6 years of research

— Trends may be in early stages of improvement

hurdies to HR transformation
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Just as the reasons to pursue HR transformation have remained steady over several years, so have the hurdles to achieving that transformation. Inadequate technology, underestimating the requirements for transformation, fighting the internal bureaucracy, and inadequate skills of the existing HR staff top the list of the barriers to success. Nonetheless, indications are these trends may be in the very early stages of improvement. 


/25D | Outcomes of HR Transformation

U HR transformation most often takes three years
— Slightly longer than anticipated

U HR transformation generates savings in the 25% range,
only slightly less than expectations

accuracy in estimating time to transform accuracy in estimating cost savings
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Transformation of any function does not happen overnight.  The survey showed that most companies begin to realize their transformation goals in about three years.   For half of the survey respondents, this is longer than they expected.   As far as cost savings, nearly 6 in 10 companies met their savings goals, which are typically around the 25% range. 
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So far, we have taken a macro look at HR transformation.  Now let me present a more detailed view of our topic through a detailed ADP client case study.   The company is EMC. 


/3D | Client Case Study: EMC

O 2009, 30th Anniversary as a Company
U #1 Brand in Industry Category

O Over 36,000 Employees

U Operationsin Over 80 Countries

U Revenues and Income on the Rebound

O 2010 Revenues On-Trackfor $16+B
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EMC is a U.S.-based, Fortune 500 provider of information infrastructure systems, software, and services. In 2009, it celebrated its 30th year in business as the Number 1 brand in its industry category. The company has over 36,000 employees in more than 80 countries.  Revenues and income are on the rebound with 2010 revenues expected to be $16 billion or better.   


400+ Offices with Operations in 80+ Countries
~15,000 Employees Outside of North America

) A Conbars

) Corbers of Excellence
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EMC  s operations literally span the globe, touching every continent.   Most of its manufacturing, customer support centers, engineering centers, R&D centers, and other facilities are outside the United States, including about 15,000 of its employees. Two of the company  s world-class R&D   Centers of Excellence   are located right here in China.   


Reason for Engaging in Change

U Combat“Hidden Inefficiencies™ - Equal High Cost

Highly manual processes

— Slow time to delivery

— Audit-ahility and governance controls
(WWhat could be the cost of amanual audit™)

— Pay loopholes & comp payroll abuses discovered in remote [ocations
— Fragmented paint solutions globally
— Lack of transparency fram a carporate wview

O Add Value to EMC Employees

— Theword expects everything onling. Anything |55 is a disappointment .

— Global platform allows employees to get their pay guicker, with instant
visibility to their pay, deductions, and ywear-to-date comp.

— Provide Total Rewards Statements to over 85% of employees wurldwin@
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The big question in your mind, of course, is  C why did EMC formulate a strategy for HR transformation?  For one thing, there were   hidden inefficiencies   that were costing the company serious money.  Manual processes, slow time to delivery, audit and governance issues, local loopholes in process, fragmented point solutions, and a lack of transparency for corporate decision-makers presented a full menu of items that could be fixed or mitigated by transformation. About as important as correcting those hidden inefficiencies   was the determination of EMC  s management to add tangible value and greater satisfaction to an employee  s HR experience.  In today  s world, self-service is becoming a widely accepted way for employees to access benefits, pay and other information  C and communicate with their employer.  Transformation would also allow the company to do things like provide Total Rewards Statements to most of the employee base. Self-service as part of a global platform could be available to employees, regardless of any particular country headcount.  A Web browser and access to the Internet  C and any employee could receive the same level of service, wherever they might be.     


/% | Rollout Strategy

.
U Established a U.S.-specific strategy first
U Followed by Asia Pac / Japan (12 countries)...
U Followed by EMEA (7 countries)...

U And now considering smaller countries across globe,
including Latin America

The business behind business® _




EMC decided to deploy its transformation program first in the United States, where the bulk of its employees work.  That was followed by a roll out to 12 countries in the Asia Pac region, and 7 countries in Europe and the Middle East.  EMC is now considering further extension of their transformation strategy to smaller countries around the world, particularly those in Latin America.  


23D | Strategy with Global Partners

U Global consistency

U Selectareliable partner and invest in the relationship
O Avoid unnecessary complexity

U Establishregional service centers

U Avoidfads and one-offs

U Developrealistic goals and targets
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EMC insisted on an HR program that provided a global consistency.  They wanted centralized control and governance rules as well as the flexibility to let country managers process payroll and meet local compliance requirements.   They selected a reliable partner who brought the right tools, people, and expertise to the table.   EMC avoided unnecessary complexity.  Once systems went   live   successfully, old methods, processes, and practices  C many of which were manual  C went away. They established regional centers to service the needs of their employees, supporting these centers with people with the necessary skills, including multiple language capabilities. EMC also avoided investing in   fads   and   one-offs   because by definition these types of solutions could not serve a vast number of people and deliver proper economy of scale. Just as important as all of the above, EMC developed realistic goals and targets for delivery.  This approach to the transformation effort was pivotal, because it provided sufficient time to demonstrate realistic achievements and benefits to employees who not only needed to learn and adapt to a new system, but also   buy into   it. 


Lessons Learned: Implementation

U The EMC Tip Sheet

— Agree upon clear definitions of Roles and Responsibilities on your part
and your partner's part. Up-front communications and setting
expectations is KEY.

— "wyatch outfor going onthe cheap™ Don't under-staff or under-budget
the program. 1t will bite you in cost and user perceptionwhen you have
to go back and fix it.

— Setclear expectations and cormmunicate them regularly.
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Lessons Learned: Implementation

U The EMC Tip Sheet

Ensure as much automation as possible up-front.
— Workwith husiness partner to ensure "countrye-specific” payroll expertise.

— Don'ttry to do too much, setting up Shared Services Center, centralizing
FPayroll, implementing new systems. In retrospect, wou are better off
implementing the new systems within country and then centralizing.

— 0Onesize does not fit all, be willing to adjust.
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What about YOUR Company?
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What about YOUR company? Every day, companies around the world  C like EMC  C are aggressively pursuing their plans to transform their HR function from a transactional to a strategic business component.  Some of these companies may well be your competitors.   What are your plans for HR transformation?  Are you at the beginning of transformation or well into the process?  Or, have you even begun?   Let me talk strategies, challenges, and expectations that  may apply to YOUR transformation efforts.  


Strategies to Consider for Transformation

U Understand and formalize your goals

— Make sure everyone is aligned
O Knowwho can help you
— Advisors, peer group, industry resources
U Determine your starting point
— Domestic? Regional? Global?
U Focus on a manageable scope
— I5it reasonable to expect success?
O Knowyour options for delivery

— Re-engineering, Shared Services, Outsourcing, or all?

U Settime and budget goals
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Effective implementation begins with a sound strategic plan. Understand and formalize your goals for transformation.  Make sure everyone is aligned and on the same sheet of music. Know who can help you succeed.  Help can come from advisors, a peer group, or industry resources. Determine your   start point.    Will it be domestic, regional, or global? Focus on a manageable scope.  Will what you want to do have a reasonable likelihood of success? Know your delivery options.  Will you go with re-engineering, shared services, outsourcing, or a combination of some or all of these options? Set clear time and budget goals.  Implementing your transformation plan needs good time and cost discipline.      


Addressing Common Challenges

O Skills of existing staff

— Take the time to understand the roles that will be needed in the future,
and whether current staff are the proper fit

U Internal bureaucracy
— Musthave executive-level sponsorship at all times

L Underestimation of the resources needed

— Bereasonable inyour business case, speak with those that have done it,
constantly evaluate

U Lack of adequate technology

— Again, learn from others that have done it, and have a plan for driving
adoption internally.

U Lack of employee and business line buy-in

— Include them in the process, make them owners e
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Understand that you will face some serious challenges along the way. Your current staff may need to learn new skills. Ensure that you have  high-level executive sponsorship to help you navigate around the barriers that the internal bureaucracy may put in your way. Make a reasonable business case.  Engage others who can share their experiences on similar projects.  Constantly evaluate your plan and its progress. Once again, learn from the experiences of others and be ready to drive your plan toward completion. Get the buy-in of employees who will be administering and using the new system.  Include them in the process and share ownership with them.


Thank You!

Amer akhtar@cn adp.com
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People at EMC and other companies that have launched successful transformation efforts share a common trait.  They planned their HR transformation strategy well and set reasonable expectations. As you pursue your transformation goals, be sure that your expectations are reasonable, too. Work hard at focusing your organization on common objectives. Expect things to take a little longer than planned. Understand that PEOPLE, not technology, will be the key to success. Be prepared to drive technology adoption hard  C especially with your line managers. Expect to sell  C and probably resell  C your organization  s leadership on the need for transformation. Finally, a target of achieving 25% savings from HR transformation IS realistic . You and your team can make it happen and your organization will benefit from your determination and hard work for a long time to come.    
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