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Schering Group

e Schering is a research-based pharmaceutical company
e Revenues: € 4.83 billion (£ 3.35b); Profit: € 443 million (£ 298m)

e More than 140 subsidiaries
e More than 26,000 employees worldwide

e Schering AG Group’s expertise is concentrated on four
Business Areas

Schering AG Group

Gynecology & Specialized Diagnostics & Dermatology
Andrology Therapeutics Radiopharmaceuticals
e Fertility control for e Oncology e X-ray e Eczema/
women and men e Central nervous e Magnetic resonance Atopic dermatitis
e Hormone replacement system imaging e Psoriasis
therapy for women e Cardiovascular e Ultrasound e Ache/Rosacea
and men

e Radiopharmaceuticals e Mycosis

e Therapy of gynecolo-
gical and andrological
diseases

e Application technolo-
gies for contrast media




Competent People

- Strat. Workforce Planning

- Recruitment &
Development

Excellent Leaders

- Corp.Leadership Model

- Corporate Management
Development System

- Mobility Concept

Effective Organization

- Corp.Organizational
Consultant Competence

- AlignedKey HR Systems

Corporate HR Strategy

Employee Principles & Values: All people
and HR-related activities are guided by a
general concept describing  Schering’'s
expectations on cooperation and behavior.

Competent People: The strategically
necessary knowledge, skills and experience are
identified, systematically developed, linked and
transferred throughout the entire organization.

Excellent Leaders: The expectations Schering
has of its managers are defined and known.
Managers and management talent throughout
the Schering Group are identified and
developed systematically to meet corporate
requirements.

Effective Organization: The organizational
design supports cross-regional and cross-
functional business processes.



Until 2003: Shared Vision

IT'S WHERE
WE WANT TO
BE

SHCL Aim - 2005

SHCL will be recognised
as a leading company in
its chosen market
segments (Female
Healthcare, Diagnostics,
Dermatology and
Therapeutics) and
achieve an average profit
growth of 10% p.a.

Critical Success Factors

Customer Focus

Achievement
Through People

Time to

Successful
Commercialisation

Information
Management

Business
Growth

Former SHCL Values:

Achievement

Stakeholders People

7

Innovation

Definition

We will target high priority external and internal
customers to provide a better service and achieve
a higher profit

We will motivate and develop people to achieve
superior performance.

We will strive to be better than competitors in the
speed and quality with which we plan, develop,
launch and commercialise new healthcare
treatments.

We will establish systems and processes to
ensure that critical information is obtained and
shared across the business quickly and reliably.

We will consistently identify and pursue
opportunities for existing and new business and
for divestments such as through alliances and
licensing, in order to be recognised as a leader in
our chosen market

Responsibility Enjoyment



Key performance drivers

e These replace the CSFs in Shared Vision
and provide a new framework for objective
setting
- Delivering on customer needs & fulfilment
— Controlling our costs
- Extracting best value from launched products
- Developing the new business pipeline
- Managing support processes
— Building a performance culture
- Managing compliance



HR @ Schering HCL 2004

Launch of Corporate HR Strategy and review of local HR
Strategy

Launch of new approach to Performance Management,
encompassing measurement

Launch of a new HR system - Snowdrop

Development of a new Head Office Incentive Scheme
Development and implementation of a staff survey
Provision of training for the COGNQOS reporting tool

Future development of the Careers section of the SHCL web
Contribution to the first all staff SHCL conference
Development of a ‘blended’ approach to learning

Provision of support for UK Radiopharma business




Schering Success Map

SCHERING

el Schering Health Care
Profit Objective




Schering Success Map

“ O3 3 Schering Health Care SCH

Profit Objective J —
/ r %E
Key interdependencies identified by mapping
company-wide activities
47 performance “scorecard” measures
defined

7 areas of activity identified as the key
performance drivers for the business

People measures identified as a key indicator
of future business performance
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Schering HR Resourcing Linear Process Map

[shorthand]

HR Resourcing
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Schering High Performance Workforce Linear

Company Plan

»

T&D
Reviews

E-learning product
availability

»

Authority to
recruit

A 4

Quality of
Job applicants

A 4

Objective
Reviews

A 4

Process Map [shorthand]

High Performing
Workforce

«Job design &
Objectives

T & D Reviews

*Objective setting

«Execution of T&D &
OD plans

«Salary paid v Target

*Benefits v Benchmark

*Cost Effective
Reward Package
(effectiveness)

Employee
perception of
package

Strength of
Work Place

Employer
Brand

v

Int./EXt.
Appointments

High Performing
People

»




HR Scorecard Top Layer Reporting
(10 Measures)

Employer Brand

Cost-effectiveness of People Resource
Training & OD Delivery Quality

Training & OD Effectiveness — Business Impact
Training & OD Effectiveness — Delivery
Employee Commitment & Focus

Sickness Absence

New Staff Turnover

Ratio of Internal:External Appointments

Labour Turnover

= = N




Measure: Sickness Absence

Employee Commi

iger
1855

Measure
Purpose

Sickness absence (proxy)
Sickness absence rates can be
indicative of morale/motivation in
the organisation

Relates to High performing people
Target Lost time rate less than 3%.

_ Frequency less than 1.5

L\Ve Formula % of time available lost because of
Xamp\e absence. Spells of absence per

E employee.
Frequency Quarterly
Who measures? HR
Source of data Employee

Who acts on the data

HR and line management

What do they do

Investigate and manage

Notes & Comments




R ngilmaant

Measure Employer Brand

Purpose Significant factor in recruitment and
retention of high performing people

Relates to Recruitment quality. Cost
effectiveness of People Resource.
Productivity

Target To be determined by initial survey
which will set baseline

Formula An index derived from the survey
guestions

Frequency Internal survey annual, external
every two years

Who measures? HR

Source of data Survey

Who acts on the data | Executive Board

What do they do Note trend. Action accordingly

Notes & Comments




Schering: Mapping Question-statements to HR
scorecard measures
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Company management demonstrates clear leadership/acts as =
positive role models
Schering has a reputation as a good place to work

Overall, | think I am paid fairly compared with people in other
companies who hold similar jobs

Overall, | think | am paid fairly compared with other people in
my company who hold similar jobs

My company does a good job of providing opportunities for
personal development

Schering provides excellent training

My training helps me be more productive

The training | receive is relevant to my job

I have access to the training | need to be productive in my
current position

I know the skills | need to be successful in my company

My work gives me a sense of personal accomplishment

My personal values are similar to my company's values

The amount of work | am expected to do is reasonable
Schering is supportive of my attempts to get the right work/life
balance

I have received a good induction and support from my team
since joining Schering

| feel that joining Schering has been a good decision

I am confident that | will be promoted when | deserve it
Schering does a good job of retaining highly qualified employees
My company makes it a priority to address staff retention
Schering does a good job of retaining highly qualified employees




HR measurement scores

Core Core plus

Measurement dimension Factor Qs 5 factor
(2Q score) (20 + nF)

Employer brand Q3,Q6 Q7,Q13 676 66°
Cost effectiveness of people’s 02, 08 013 579 5110
resource

T&OD development delivery 5 4

. 7, Q11 /
sl Q7,Q n/a 69 69
T&OD development effectiveness -

. . 1, Q9 / 2 2
business impact oL-Q e 7 "
T&OD development effectiveness 3 3

. . . 12, Q17 /
— training and OD delivery Q12.Q " & &
. Q6, Q8, Q9,
Employee commitment Q4,Q18 | Q10,Q11,Q12, 724 694
Q20
Sickness absence Q14, Q15 n/a 627 627
New staff turnover Q19, Q20 Q4 851 821!
Internal/external appointments Q5, Q10 n/a 618 618
Labour turnover Q13,Q16 | Q2,Q3,Q4,Ql1 5610 618

Superscripted numerals refer to ranking position



Constructing The Index
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[Total mean scores 9.1

Number of questions 3 4 7 4 2
Weighting 1.33 1.0 0.57 1.0 2.0

[Indexscores 12.1 12.8 14.8 14.6 11.4 ]




Survey Mapped Against Engagement
Framework

Mapping of survey scores to domains

Line-of Sight Work Environment

Organisational

Work values : e

Development
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VB-HR™ Engagement Framework

Engagement Framework

Line-of-Sight Work Environment

Business objectives awareness Cultural elements
Role fit’ Leadership

Performance management Communication

Scorecard O rg an IS atl O n al Expectations
Capability ArCh |te CtU re Local management

Organisation design
Performance management
system
Rewards system Career progression
Base salary Decision rights Competencies

Bonus/incentives Work values

Succession planning
Benefits Job/ Role architecture
Shares Training/ Learning

Recognition Coaching/ Mentoring

Reward Development

© VaLUENTIS Ltd 2003 VB-HR is a registered trademark of VaLUENTIS Ltd 2003




VB-HR™ Engagement Framework (cont)

Line of sight links the actions of an employee with
overall corporate objectives

Work environment reflects the employee’s day-to-
day influences/surroundings

Reward reflects the financial and non-financial
benefits that an employee can expect

Development indicates to an employee the extent
of an organisation’s support of future needs

Organisational architecture provides the over-
arching infrastructure around the organisation’s
Intended (or otherwise) design




HR Strategic Objectives-Reporting
Transformation Process

An iterative process using
structured
workshop/sessions
Maps/evaluates current HR
strategy activities as a
starter

Completes ‘As is’ draft
scorecard report with
evaluation

Determines the metrics
domain structure

Populates scorecard with “To
be’ metrics

Introduces Reporting
dimension template
Introduces 3l Methodology

- Issue

- Intervention

- Involvement

An lIterative process using
measurement validation
technology

‘Organic’ document that is
continually updated

HCR Scorecard design

?;?.
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So Many Metrics......... :

Revenue/total FTEs, staff costs/
total costs, cost per hire,

acceptance per job offer ratio,
time to fill a job, employee average

tenure, percentage of internally filled jobs,
percentage of employees with development

plans, % payroll spent on training, appraisal
process satisfaction rating, ratio of salary to competitor

salary, days since last accident, number of internal to external
promotions, voluntary resignation rate...

N




HR Scorecard: Metrics Hierarchy

— Corporate based metrics Va
reflecting value based
measures

- Measures that are
focused on business
outcomes

- Typically efficiency type
measures

- Workforce data




HCM Scorecard Layers

The ‘Schering 10’ at

\Q\ UK divisional
level

Human

Capital

Scorecard
Operating
Metrics
Report
Card

Human

Capital

Data




Reporting Layers

e Each layer can be reported in either consolidated
and/or divisional format. Normally, as reporting
progresses through each higher level the number
of metrics reduces.

e As an indicator of scale, at the HC scorecard level,
up to a dozen or so measurements would be
expected. The operating report card can contain
anything up to 20-30 metrics. The data report card
can contain over 100 metrics.

e It is anticipated that may be up to 4-6
measurements will be extracted from the HC
Scorecard and populate the Corporate Scorecard
(under a balanced template).




Sample HR Scorecard Measures

Staffing

Skill/lcompetency gap index
Experience index
Employee cost ratio
Vacant positions index
Recruitment costs per hire

Turnover rate/ churn/ retention
rate

Reward

Comparative industry
benchmark

Bonus payout ratio
Overtime ratio

Benefit cost as a percentage of
compensation

Rewards alignment
optimisation

Composite metrics of various projects

Managing/Developing
Performance

Revenue per employee
Value add per employee
Appraisal score index
Productivity growth per
employee
Engagement (Line-of-Sight)
index

Staff Relations

Number of incidents/grievances
Length of time to resolve issues
Cost associated with cases
Employee satisfaction ratings
Diversity index

Learning And
Development
Competency growth index

Percent of payroll dedicated to
learning/training

New hire - time to readiness
Training hours/employee
Qualification index

Training ROI

HR Business Performance

Time spent ratio on strategic
versus administrative activities

Impact on key business
objectives

HR expense to total operating
expense

HR FTEs to total FTEs

Completion of strategic
objectives




A Note on Human Capital Reporting
Kingsmill ‘Accounting For People’

e Kingsmill focuses on external reporting and the
Issues regarding HCM reporting, caught between
two poles — on the one hand, promoting
unregulated self-reporting that may be viewed as
Irrelevant for comparative or informational
purposes, whilst on the other, advocating a
common reporting framework that results in ‘plain
vanilla’ metrics that are so base that they are
rendered meaningless.

e Comparison is made with accounting, but
overlooks a fundamental flaw — despite 500 years
of financial reporting, cross company/industry
comparison suffers from the same issues; feeding
a whole industry dedicated to interpretation




A Note on Human Capital Reporting
Kingsmill ‘Accounting For People’

e HR still needs to focus on internal reporting
as a precursor to external reporting and its
assoclated additional stakeholder
population

e Despite investment and sophistication In
technology, experience suggests that
Issues of data integrity and availability,
metric definition and measurement
understanding within HR are still issues to
be resolved

e Thus HR should refocus its efforts in these
areas as a means of starting the journey to
find the so called ‘Holy Gralil’ of human
capital measurement




Contact detalls:

mcrudge@schering.co.uk
Office: 01444 232323
nicholas.higgins@valuentis.com
Office: 020 7887 6108




