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Succession Management

PEMEX Exploration and Production Identifies the
Next Generation of Leadership

—Leighanne Levensaler, Principal Analyst | March 2009

IN THIS CASE STUDY'

This case study offers an overview of PEMEX Exploration and
Production’s (PEP) talent management strategy. The company is a
subsidiary of Mexico's state-owned oil company, Petréleos Mexicanos
(PEMEX). As with any other oil company in the present,

PEP’s business challenges include the urgent need to train and
effectively develop its highly technical exploration and

production professionals.

PEP has created a comprehensive multiyear development program
for employees in almost every technical role in the company. This
program has been built around an in-depth competency model that
enables PEP to design and deliver several forms of education and
development in a highly targeted way. It also allows the company to
implement multiyear career and succession models for strategic roles
deemed critical to business continuity and expansion.

Succession planning is a key piece of PEP’s talent management strategy
in view of the fact that some of its top-level executives are near to
retirement; therefore, the company senses the urgency to consolidate
its talent pool from which the next generation of executives would
come. Today, PEP has some 10,000 non-unionized employees engaged
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SUCCESSION MANAGEMENT: PEMEX

in a competencies-based development program, which includes
more than 500 executive positions, 60 percent of which already have
identified successors.

This case study describes:

¢ The rationale behind the decision to formalize succession planning
practices at PEP;

¢ How succession planning was culturally influenced and conducted;

e The new approach for talent management in PEP and best practices;
¢ High-potential personnel validation;

e Succession planning results;

e The migration from internally developed talent management
information systems to a vendor-supported platform; and,

e Lessons learned. ~-

(While this case study deals with the topic of succession management

as defined by Bersin & Associates, for the purposes of this report we are
using the terminology of succession planning as utilized by PEMEX.

For more information on the topic of succession management, please see
our report, High-Impact Succession Management: Best Practices, Models,
and Case Studies in Organizational Talent Mobility, Bersin & Associates /
Kim Lamoureux, March 2009. Available to research members at www.
bersin.comllibrary or for purchase at www.bersin.com/hism.)

T Details of the PEP project are courtesy of M. Sc. Pablo Arturo Gémez Durén,
Project Director; MBA Athenea Coral Cartela Garcia, Project Leader; Lic. Lizette
Rodriguez Hernandez, Project Senior Analyst; and, PEMEX System Implementation
Partner, SistemasCBT.
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Company Overview

Petréleos Mexicanos is the third largest crude oil producer and the eleventh
largest integrated oil company worldwide. In Mexico, the company is the
sole producer of crude oil, natural gas and refined products — the most
important source of government income and the most important company
of the country.

PEMEX oversees the exploration and exploitation of deposits, the extraction
of crude oil and natural gas, production of oil and petrochemicals, foreign
trade of petroleum, and distribution to all commercial gasoline stations in
Mexico. The company is responsible for the strategic direction of the state
petroleum industry and is comprised of the following four subsidiaries.

e PEMEX Exploration and Production (PEP) — Is in charge of the exploration
and exploitation of petroleum and natural gas reserves. Its main
activities are exploration, extraction, transportation, storage in terminals,
and commercialization of petroleum and natural gas.

e PEMEX Refining — Produces, distributes and markets fuels (petrol / diesel)
and other oil products.

¢ PEMEX Gas and Basic Petro — Processes natural gas and liquefied natural
gas; distributes and markets natural gas and gas LP; and, produces and
markets basic petrochemical products.

e PEMEX Petrochemical — Devises, distributes and markets an extensive
range of secondary petrochemical products.

PMI International Trading is the commercial arm of PEMEX in the
international energy market. PMI manages PEMEX imports and exports of
crude oil and refined products, supplying several markets around

the world.

Figure 1: PEMEX Corporation at a Glance?

e Year Founded: 1938

e Headquartered: Mexico City, Mexico

e Revenue as of September 30, 2008: $96,964 (in millions)
e Total Employees as of September 30, 2008: 141,146

Source: PEMEX, 2009.

2 Source: www.pemex.com.
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PEMEX needs
to assign the
company’s most
talented people
to develop its

strategic projects.
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Figure 2: PEMEX Exploration and Production at a Glance3

e Year Founded: 1992

e Headquartered: Mexico City, Mexico

e Revenue as of September 30, 2008: $85,564 (in millions)
e Total Employees as of September 30, 2008: 59,217

Source: PEMEX, 2009.

Business Environment

The mission of PEMEX Exploration and Production is to maximize the
long-term economic value of the reserves of crude oil and natural gas
of Mexico. The company relies on the professional and technical skills of
personnel to carry out the exploration and production of hydrocarbons,
while optimizing the performance of reserves — and identifying new
strategies, and the best opportunities to explore and produce.

Tapping Mexico’s potentially vast offshore reserves is one of the most
strategic business challenges currently facing PEMEX. In 2006, the
Mexican Government announced a new deep-water oil discovery in the
Gulf of Mexico that may exceed reserves at Mexico's largest current oil
source. Exploration and production at these depths of water, however,
have never been done before in Mexico — and new drilling methods and
technologies are required. A growing commitment at PEMEX to deep-
water exploration and production results in a need for:

1. A workforce with new technical skills or the aptitude to learn new
skills; and,

2. The ability to assign the company’s most talented people to develop

these strategic fields.

At the same time, the company faces a growing shortage of leaders

as a result of an aging workforce. PEP estimates that 20 percent of its
high-ranking officials would be eligible for retirement in the next three
years and around 32 percent in the next six years. The company needs to
identify a talent pool from which it can pick high-potential® candidates to
fill leadership roles in the future. These candidates must possess not only
key personality attributes and abilities, but also the potential to grow and
learn new skills.

3 Source: www.pemex.com.

4 A "high-potential employee” is an employee who has been identified as
having the potential, ability and aspiration for successive leadership positions
within the company. Often, these employees are provided with focused
development as part of a succession plan and are referred to as “HiPos.”

)

PEMEX needs
to assign the
company’s most
talented people
to develop its

strategic projects.

2

More than half

of the senior
managers and
executives at
PEMEX Exploration
and Production
will be eligible for

retirement by 2014.
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An Evolution in Organizational Culture

PEP is a very large organization, with approximately 45,500 workers
spread out all over the country, sometimes in very remote locations.
This made it challenging to effectively reach all employees, and identify
capabilities and potential. People practices at PEP, its management
philosophy at the top, combined with a powerful rank-and-file union
with strict shop rules, made it difficult to gauge, track and sustain
employee progress.

There also was no formal information system to help leaders make
appropriate decisions about succession planning. Talent decisions were
based on knowledge of the people near you or who were known to you.

A New Approach to Talent Management

Since the creation of the human resources sub-direction in the mid-
2000s, PEP began to recognize that the company could use its people as
resources to solve the company’s most pressing business challenges. This
led to an increased emphasis on talent management practices to address
competition, skills shortages for strategic projects (such as deep-water
exploration, production and the shifting demographic realities impacting
the company's leadership pipeline).

Over the next four years, PEMEX researched the best “people practices”
in the energy industry — and then developed and implemented a
comprehensive approach to talent management and employee
development that includes the following practices:

e Competency management;
e Sourcing and recruiting;

e Performance management;
e Talent profiles;

e Learning and development;
e Career planning; and,

e Succession planning.

These talent management practices are developed and facilitated by the
HR department, which is organized into four groups:
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¢ Development and compensation;
e Learning and development;
e Performance management; and,

e Recruiting.

Change Management

The HR organization focused on learning and development first, setting
up an online corporate university before it turned to designing talent
management practices (such as succession planning).

To design a succession planning process that would fit into the PEP
culture and all organizations, the HR group created an oversight
committee comprised of leaders from every area of the business. HR
defined the process and tools, researched best practices, and frequently
presented its findings to the committee. When the committee agreed
with the initiative, it was presented to the general director and vice
presidents to get their approvals.

An initial version of the succession planning process was implemented

in a pilot test for executives in the HR organization; a feedback loop
ensured that the resulting information was used to improve the process.
Next, HR managers applied the model and tools to executives in the
industrial safety organization. Finally, the succession planning process was
rolled out to executives across the entire enterprise.

HR officials cite that changing the company culture to accept a more
formalized and information-driven approach to succession planning
and building credibility in the new process remains one their biggest
challenges. They are working to make the succession planning process
institutional by changing the culture through a range of tactics.

Specifically, HR supports the implementation of the talent management
process to business-unit leaders and managers with local workshops,
one-on-one coaching, and online tutorials and e-learning modules.
These learning resources help explain the succession planning process,
and teach them how to use the available information and tools to make
decisions about succession planning.

Governance, Executive Sponsorship and
Strategic Alignment

The HR organization manages the overarching talent management
strategy design, but every business group has execution ownership of
the processes within its unit, including succession planning. The general
director and other key senior executives support the talent management

)

Forty-five percent
of HR practitioners
cite the manager’s
inability to
differentiate
between high and
low performers

as a top barrier

to effective talent
management. Such
a complex task

for nonhuman
resources /
organizational
development
practitioners can

be quite daunting.
Today, 38 percent
of line managers do
not feel they have
the training and
skills needed to be
effective in their
roles supporting
talent management
practices. Managers
are the front line
for all employee
practices and,
ultimately, will
drive the success

or failure of any
talent management

strategy.



SUCCESSION MANAGEMENT: PEMEX

practices because they believe it is strategic for the company to have
visibility into talent strengths and weaknesses.

Succession Planning Practices at PEP

Today, PEP has a highly advanced set of succession management practices,
which include:

¢ Using two different assessment tools to measure employee
competency and potential; and,

e Then capturing this information in a performance management
system that aggregates information from six other sources.

At a very high level, the succession planning process has three phases:
1. Estimate potential (talent assessment);
2. Career planning and development; and,

3. Succession planning (naming successors).

Overview

The overall goal of succession planning at PEP is to find the best person
for every executive and critical technical position. Currently, executive
positions must have at least three successors in place:

1. Ready now;
2. Short term; and,
3. Longterm.

Professional and technical positions do not have a specific mandate, but
employees are encouraged to leverage available tools and information
systems to develop succession plans for their roles.

Audience

PEP has a total of approximately 55,000 employees roughly divided into
three main groups:

e Union -45,500;
e Professional / technical - 9,000; and,
e Executive — 500.

The target audience for talent management practices, including
succession planning, is the 9,500 professional / technical and executive

BERSIN & ASSOCIATES © MARCH 2009  NOT FOR DISTRIBUTION ¢ LICENSED MATERIAL 8



employees. Up to 670 professionals and executives are being measured
against their estimated potential and have a career plan at the time of
this report. PEP already implemented the succession planning process
with the executive group, but is rapidly extending it to the professional
group. At the present time, however, only executives have formal

succession plans in place.

At the executive level, employees are divided into three bands for the
purposes of succession planning:

e Top (chief executives or operating officers, vice presidents,

managing directors);

e Executive (vice presidents, directors, board-level professionals); and,

e Upper Middle (department heads, plant managers, senior

professional staff).

Competencies

Competencies are the foundation for all of the talent management
practices. PEP compares the results of the competencies of the current
position with those that will be needed in the future — and then creates a
plan to close the gaps and develop the required competencies.

At PEMEX, the competency model (see Figure 3) is at the core of HR
talent management and development strategies. The model is defined
down to the job level.

Figure 3: Competency Model

Personnel
Development
Based on
Competencies

Competencies Model

L Background

The Personnel Development Based on Competencies
(PDBC) is a program red by PEP's HR Department.
designed to impFement strategies towards the
enhancement of knowledge acquisition. abilities and
professional experiences in employees that would
enable e (6o Succasstullyjpartarm in their current
or next job position

The PDBC program began some years ago and from
the beginning was focused on certain priority areas
of the company that comprises both technical and
support functions such as exploration, exploitation,
production. drilling. engineering. oil and gas
distribution. industrianafaty, uman resources.
information technology. finance. planning and the like.

i (2l ] < 1
o] ] ) < |

.ompetencies Model

What are the PDBC ohjectives?

Designing tailored-made. innovative individual
and organizational training programs based on
competencies for the company’s personnel.

What we say about competencies?

Competencies are the assembly of
.E knowledge. abilities. attitudes. desterities

and values required for a job. that can be

translated directly into results that
Contribute to attain the organization’s goals

(Is it accepted that a personis competent when she or he

can prove to possess the knowledge. abilities and necessary
dexterities that a job position demands and puts them in
practice whereby successful results can be obtained.

What is a competency profile and how is
it structured?

Competency profile is the combination of
competencies (core. complementary and behavioral
factors) together with the proficiency levels specified
for a certain job position.

{—— LCore: essential competencies required to
successfully perform on the job position.

{— Complementary: competencies not directly
associated with the position but recommended
to quarantee fruitful interaction with several
distiplines and the generation of high
performance

| Behavioral Factors: competencies within the
mind of every person that compels them to
match their conducts with PEP values and
organizational culture.

Source: PEMEX, 2009.
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Talent Profiles

One of the principle tools developed for the succession planning process
is the talent profile / summary (see Figure 4), an integrated view of all the
information available for employees.

Figure 4: Talent Summary Report

Contains employee information pulled from multiple sources into a single report.
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o
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e o — & ]
]
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General information — SAP

Job position information — SAP
Work history — SAP

Project history — DCI

Education history — DCI

Credentials — DCI

Training plan — LMS

Training history — LMS

Career plan — System

Career plan history — System
Professional expectations — DCI
Competency results — LMS
Competency chart — LMS

English level — LMS

Management abilities — MAP
Psychometric evaluation — Psicowin
Performance evaluation — SIADINet

o Helps the decision-making process through a better insight and understanding of
Application , . .
employee’s expertise and potential.

Source: PEMEX, 20009.
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The sources for this report are eight different information systems, which
are aggregated into a single online document. The information and
systems include the following.

e SAP-ERP
o Job position information (company structure)
o General information and work history (HR master data)
e DCI (Intellectual capital inventory)
o Project history
o Education history
o Credentials
¢ SIO (demographic information)
¢ SIADI (in-house developed performance management system)
o Performance evaluation
e PSICOWIN (psychometric system)
o Assessment against job profile for all employees
e MAP (psychometric managers system)
o Assessment against management ability (more values focused)
e LMS (Learning management system)
o Competencies results and graphic
o Training and development/ learning plan
o Training history
o English level
o Career plan and career plan history

All of this information was previously dispersed, and HR managers used
to cut and paste into Microsoft Excel spreadsheets to get the data into
one document. Now HR and line managers can easily generate granular
reports using this aggregated data to help with decision-making in talent
calibration meetings®.

> “Calibration meetings” bring together managers (who are peers) to finalize
ratings of all salaried employees within their groups. During these meetings,
employees’ individual results are comprehensively calibrated against their peer
group — and evaluated on defined criteria that include performance relative to
objectives, job-scope delivery, demonstration of leadership competencies, living
the company’s values and personal development.

BERSIN & ASSOCIATES © MARCH 2009  NOT FOR DISTRIBUTION ¢ LICENSED MATERIAL 12
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Calibration Sessions

Calibration sessions are used to identify high-potential candidates for
the talent pool from which executive successors will be selected. PEP has
15 business units, so separate sessions are held for each division. These
meetings are facilitated by HR managers, and sponsored by the general
director of PEP and the vice president of the business line. Up to 100
people are discussed by job level in each calibration meeting.

The executives use the online talent profiles to lead a conversation
about each individual employee’s talent assessments, competencies and
potential (see Figure 5).

Figure 5: Potential Assessment Results

Shows employee’s potential assessment.

RUBEN FRIAS GALLARDO

oo o sosocserwcn o “ e .
nuesro o, s SR ¢
fr— g pr— RAUL PAGHECO TORRES

PLazaase [ e—

DESCRICION CEITRO DF TRABAJO. SEDE ORG PEVEXEXPLOR Y PROD HEX,OF
LNEADENEGOCIO RECUREDS A0S

Output sample

e General information

¢ Job position information.

e Potential assessment.

e Chart grouped by dimensions.

Usage sample At the potential assessment meeting displays the employee’s strengths and weaknesses.

Source: PEMEX, 2009.

Employee Data
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When individuals are being discussed, executives review performance
reports and take them into consideration — but also look for any
differences in the person’s potential, performance and competency levels.
The final result of the calibration meeting is the creation of three distinct
plans for each employee.

e Career Plan — With 44 levels of management at PEP, career plans (see
Figure 6) help map out the path an employee will take to reach his/
her career goal. Includes employee’s target positions over short,
medium and long timeframes.

Figure 6: Career Plan

Employee’s target positions in the short, medium and large time span.

RUBEN FRIAS GALLARDO

FICHA: 132771 ANOS DE SERVICIO PEP: 23 EDAD: 55 NIVEL: a1
: SUBGERENTE DESARROLLOY
PUESTOTIRO: COMPENSACION
SUBDIRECCION: 2 g 7
PROFESION: ING. auIMIcO JEFE INEDIATO: RAUL PACHECO TORRES

INFORMACION DE LA PLAZA

PLAZABASE 200151200 00195567
CLAVE DEPARTAMENTO 20015120

DESCRIPCION DEPARTAMENTO SUBGCIA DE PROG Y DESARROLLO DEL CONOCI
DESCRIPCIGN CENTRO DE TRABAJO SEDE ORG. PEMEXEXPLOR. Y PROD. MEX, DF

O U't p Ut Sa m p I e LINEA DE NEGOCIO RECURSOS HUMANOS

PLAN DE CARRERA | PORCENTAJE DE CUMPLIMIENTO: 0%

PLAN DE CARRERA
PUESTO TIPO. PERIODO NIVEL FECHAINICIO  FECHAFIN
[20015200ME E 2 d Cortoplaza a4 0110112007 31272008

[20015100ME 0 oy 3 o7 Caro plazo “ ouoi007 311212008

20015300 6 3 oe
lo01 75629 ISPERACION Carto plazo 4 ouow007 311272008

l20015400ME JONES 1 IONE: oo ez
oot 76352 LABORALES o Vi Graie] Carapl W o007 31122008

HISTORICO PLAN DE CARRERA

General information
Job position information
Career plan

Career plan history

Usage sample Focus decision making when a job position needs to be filled.

Development Plan — Learning development plans include activities
that help the worker develop skills necessary for his / her next
position according to his / her career plan, as well as to improve
performance in his / her current position.

Data

Source: PEMEX, 2009.

Succession Plan by Position — Every executive position should have a
plan (see Figure 7) showing possible successors grouped by:

o Short timeframe (green, 0 to one year);
o Medium timeframe (yellow, one to four years); and,

o Long timeframe (red, more than four years).
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Figure 7: Succession Plan by Position

Description Shows possible successors for a specific position ranked by short (0 - 1 year), medium
P (1 - 4 years) and large time (more than 4 years) to be ready to fill the position.

RUBEN FRIAS GALLARDO Potencial Estimado: 44
FICHA: 132771 ANOS DE SERVICIO PER: 23 EDAD: 55 NIVEL: 41
PUESTO TIPO: SUBGERENTE DESARROLLO Y COMPENSACION
AN: SUBDIRECCION DE RECURSOS HUMANOS, i "
SUBDIRECCION: COMPETITIVIDAD E INNOVAGIGN ANOS PARA SU RETIRO: 7
IPROFESION: NG, QUIMICO JEFE INMEDIATO: RAUL PACHECO TORRES
INFORMACION DE LA PLAZA
PLAZA BASE 20015120ME 00195567
CLAVE DEPARTAMENTO 20015120
DESCRIPCION DEPARTAMENTO SUBGCIA DE PROGY DESARROLLO DEL CONOGI
DESCRIPCION CENTRO DE TRABAJO SEDE ORG. PEMEX-EXPLOR. ¥ PROD. MEX, DF
LINEA DE NEGOCIO RECURS0OS HUMANDS
Output sample
CORTO PLAZO
FICHA NOMBRE NIVEL ACTUAL PERFIL DE COMPETENCIAS NDE NDR rgﬁﬁré‘zln
460440 CASAS GALINDOD. BENJAMIN 39 ESP A" GPO MULTI PROG DESA COMD. (PROG) 3.40 280 -0.60
3183450 PEREZ GONZALEZ, SEBASTIAN 39 ESP "A' GPO MULTI ADMON. DESEMPERID 340 2 Bl -0.80
201222 TORRES ALDAMA, JAVIER 39 ESP "A" DESARROLLO ¥ COMPENSACION (CRH) 3.60 3zn -0.40
134884 CASASOLA RAMIREZ, JOSE 39 ESP "A" DESARROLLO ¥ COMPENSACION (CRH) 3.60 360 0.00
92853 MAYA GUTIERREZ, ANA 41 SUBGERENTE DE SERVICIOS Y PRESTACIONES 3.84 306 -0.78
MEDIANO PLAZO |
\y No existen sucesores a mediano plazo para la plaza.
LARGO PLAZO |
1) No existen sucesores a largo plazo para la plaza.
e Employee in job position.
Data ¢ Job position’s information
e Possible successors.
o Competencies strengths and weaknesses of each successor.

- Widens the options to select a successor and signals a warning for job positions lacking
Usage sample
enough successors.

Source: PEMEX, 2009.

According to PEP HR managers, many business leaders go into these :
calibration meetings skeptical about the talent management process, but * BEST PRACTICE
walk out with a clear understanding of the benefits. :

PEP creates
One of the most important achievements of the talent management

initiative is that PEP leaders invest time in formal meetings to discuss :
and analyze the executive succession in different areas to ensure that HR : gereloRusngRlon
decisions align with the business goals and strategy. for anyone chosen

an individual

as an executive

successor.
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Bersin & Associates Analysis

Two major components of a high-impact succession

management process are talent calibration and talent reviews.
Many organizations are not clear on what these are and how they
are different.

Calibration Sessions

To begin, there are two kinds of calibration sessions —

performance calibration and talent calibration. The purpose of
performance calibration sessions is to assess and rank employees
based on their past performance, typically for the prior year. There
are different ways to rank employees. Managers at McDonald's, for
example, rank their employees using a recommended distribution
approach, while managers at WL Gore use a stacked ranking. The
two primary uses of performance data are to differentiate pay by
performance and development planning.

The process of talent calibration, on the other hand, is much more
future-focused. The discussions can be more sophisticated than a
performance calibration discussion and we recommend that an
HR representative be present to facilitate the meeting. In addition
to performance, managers at United Stationers, for example,

also address:

e Specific capability areas that are critical to the business;
e Potential of high performers; and,

e Plans for targeted development.

Talent Reviews

A talent review is a meeting to engage more senior business
leaders in sharing and discussing talent information, often part of
an overall succession management process. Compared to talent
calibration sessions, talent reviews provide an opportunity to
discuss talent at a greater level of depth and focus. Data and
corresponding conversations are focused on a smaller number
of people within a larger span of the workforce. At Mercer, for
example, discussion is focused on two groups of people — high
performers they want to “engage and develop,” and high
potentials they want to “retain and grow.”
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Bersin & Associates Analysis (cont’d)

Summary

It is a common practice to combine talent calibration and talent
review discussions into singular sessions, particularly with smaller
companies (less than 10,000 employees). When done separately,
talent calibration sessions provide an opportunity for managers
to agree on who should and should not be included in the
talent review. Companies are also able to conduct more in-depth
assessments prior to the talent review.

Performance and talent calibration meetings help to create a
common language and cultural norm. Managers acquire a whole
different view of the workforce and a better understanding of
the health of the talent overall. ~-

Integrating Succession Planning with HR
Functions

Succession planning is integrated with other HR and talent management
functions, such as recruiting, learning, development planning and
performance management. Compensation, however, is not linked to
performance or talent since management compensation plans and
budgets are mandated by the Mexican Government.

Identifying Technical Talent

In addition to filling gaps in the leadership pipeline® with succession
planning, PEP also needs to identify technical talent for exploration
and production requirements. One of the tools implemented to address
this issue is Dundas Data Virtualization technology, which produces
highly specialized reports accessible to managers through the talent
management system reporting module.

6 “Leadership pipeline” refers to an organization’s ongoing need to have a pool
of talent that is readily available to fill positions at all levels of management

(as well as other key positions) as the company grows. At each level, different
competencies, knowledge and experiences are required, and (to keep the pipeline
filled) the organization must have programs designed to develop appropriate
skills sets. (Also known as the “leadership bench.”)
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Succession
planning is not an
isolated practice. It
is well-integrated
into other talent
management

practices.
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The talent map report, for example, allows executives to search and find
the employees for a specific job by submitting criteria (like education
major, potential level, competencies results and last performance review
results) for a particular organization area or from the entire company.

One of the reports, geographical talent composition, displays this
information on a map of Mexico on which the points signify where the
employees are located. It also displays a grid with the employees’ general
information. The grid contains a hyperlink, so that the company can have
easy access to the employee’s talent profile report and a hyperlink to the
last competencies assessment results’ graph. (See Figure 8.)

Figure 8: Geographical Talent Composition Report

The Talent Map is a powerful tool that allows top company executives to search and find
options for the right employee to fill a specific job position in a large company. Criteria
such as employee’s education background, potential, competency profile, performance
reviews and the like are weighted and linked in the ranking process.

The report displays the information starting with a Mexican Republic map where every
work center of the company is represented. We can zoom in any area of interest up to
the level where each employee is represented by a dot. As we select a single dot a grid
displays the employee general information.

Description

The grid also contains hyperlinks so we can get the employee Talent Profile or his
competencies assessment results.

1. Report’s General view

Plan de Capacitacion y Plan de'Carrera

Tablero de Control: Mapa de Talento

MAPA DE TALENTO |[IE= il

Screenshots

Listo & ntranet local ® 100% -

Source: PEMEX, 20009.
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Figure 8: Geographical Talent Composition Report (cont'd)

2. Filter section.

Filtrar Inform

POTENCIAL  COMPETENCIAS  DESEMPERO  SUBDIRECCION

A5reua las prcfesones Gue Ceses O en o Buitueds.

[Rorssar ]

ING. GEOLOGO
ING. GEOFISICO

3. Employee grid.

Screenshots

Plan de Capacitacion y Plan de'Carrera
Tablero de Control: Mapa de Talento

MAPA DE TALENTO PERSONAL
Empleados e
GOMEZ SALGADO, MARIO ALBERTO
INFORMACION GENERAL DESEMPENO
ABOGADO Afio: 2007 Semestre: 2
SuR Puntaje: 20
)N ADMINISTRATIVA Nivel: ADECUADO
?";:’ de PEMEX EXPLORACION ¥ PRODUCCION POTENCIAL
rabajo: 5
T CONTABILIDAD Y FISCAL Nivel Actual: 35
¥ Nivel al momento de la
Ficha de Talento  COMPETENCIAS Eomanam
Nivel
Ver detalle...
HERNANDEZ PEREZ, FRANCISCO
INFORMACIDN GENERAL DESEMPENO.
ABOGADO Afio: 2007 Semestre: 2
NORTE Puntaje: 30
JN ADMINISTRATIVA Nivel: ADECUADO
Centro de Trabajo:  PEMEX EXPLORACION Y PRODUCCION
Departamento: CONTABILIDAD Y FISCAL "o
COMPETENCIAS
@c«:mngm © 2004-2008 Sistemas CBTE

Source: PEMEX, 2009.
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Screenshots

Report Key
Elements

Example

Figure 8: Geographical Talent Composition Report (cont'd)

4. Competencies results.

Plan de Capacitacion y Plan de'Carrera
Tablero de Control: Mapa de Talento

HERNANDEZ PEREZ, FRANCISCO

Detale 4o Competancias

ANALISIS DE COSTOS

OPTIMZACION DE RECURSOS
| B el e Domino Esperado D Movel de Dominso Read |

Information filters

¢ Employee Major Degree — One or many categories.

¢ Employee Potential Level
o Employee’s actual job position pay grade.
o Employee’s job position pay grade in the moment of potential review.
o Employee’s estimated job position pay grade.

¢ Competencies — One or more competencies.

¢ Performance — Last performance review score.

e Organization Area — One or more departments.

Information output

e Employee’s workplace.

Employee’s major degree.

Employee’s last performance review information.

Employee’s competencies results.

Employee’s estimated job position pay grade level at potential review.

A director can find how many petroleum engineers have the competency of deep water
drilling and whose last performance is equal or above “average”. The search will return
the employees who match the search criteria with the necessary contact data. By this
means the company executives would be better positioned to promote the creation of
high performance teams, assign them to key projects, follow up and in due time check
against their results.

Source: PEMEX, 2009.
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Using the talent search tool, a manager can more easily and quickly find an
engineer with specific qualifications and skills. For example, a director can
search for all petroleum engineers who have a competency that contains
deep-water drilling concepts, and whose last performance review score

is equal or above “average.” The search will return the employees who
matched the search criteria and will tell the director where they can be
found. This will give the director the ability to create high-performance
teams to assign them to key projects within the organization.

Available information filters include the following.
¢ Employee Major Degree — One or many categories.
¢ Employee Potential Level -

o Employee’s actual job position pay grade;

o Employee’s job position pay grade in the moment of potential
review; and,

o Employee’s estimated job position pay grade.
¢ Competencies — One or more competencies.
¢ Performance - Last performance review score.

e Organization Area — One or more departments.

Technology

All talent management activities, dashboards and reports are automated
by a robust technology infrastructure implemented in 2008. PEP
understood it needed to automate the administration and operation of
the talent management and employee development processes initiated
in 2006.

After thorough research, review and requests for proposals from leading
talent management systems vendors, PEP licensed the TotalPerformance
8.0 Learning Management and Performance Management applications
from SumTotal Systems. Implementation took approximately five months.
The solution automates the following processes that were worked by
different PEP HR teams:

e Competencies management;

e Learning and development (corporate virtual university,
learning plans);

¢ Talent management;
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® ANALYSIS

In our 2008
Corporate Talent
Management
Factbook® (a
global research
study which looks
at the practices
and systems of
more than 1,000
global companies),
organizations with
integrated talent
management
suites (fewer than
eight percent of
all companies)
gained more
than 270 percent
higher returns

on investment
than those with
standalone
performance
management,
learning
management or

recruiting systems.
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e Career planning;

e Succession planning;

e Talent pool management; and,
e Talent profiles.

The system automates all kinds of talent management activities, such
as distributing questionnaires to reporting managers and saving the
results. PEP also has an internally developed tool for performance
goals and appraisal management. For recruitment management,
recruiters also rely on TotalPerformance to look at internal talent pools
for candidate sourcing.

One of the biggest benefits of the talent management system for PEP

is the ability to generate sophisticated reports that draw from multiple
information sources. For example, the potential versus years to retirement
report (see Figure 9) helps in the creation of employee career plans,

while the successors comparison report (see Figure 10) shows side-by-side
comparisons of three successors, along with their competency strengths
and weaknesses, and career histories.

Figure 9: Potential Versus Years to Retirement

o Shows the employee’s career potential and years for retirement. The results can be
Description
exported to Excel format .

Output sample

Employee Data

r Potencial VS Afos para el retiro
Modelo de Desarrollo de Carrera
Ficha Apellidos Hombre Region _ Clave Departamento [ Hivel Potencial  Afios para el Retiro
[108431 _|PEREZ SANCHEZ GONZALD JSUR l22321800 [GERENCIA DE PLANEACION ' EYALUACION 4e s 1
141523 |SIERRA PAREDES MANUEL lsUR l20241000 |SERENCIA DE GESTICN ' TRANSFERENCIA TECN 4 s 4
[118015__|LOPEZ FONSECA ERNESTO lSUR [22321700 |GERENCIA DE INGEMERIA ¥ TECNCLOGIA s 3
141614 |ROSAS GONZALEZ [ 40sUE heRINA_ 7011000 [GERENCIA DE SEG IND_ PROT. AMBIENTAL ¥ © 4 s 4
203207  [BRISERC AGUILAR TOMAS [MORTE |20321000 |SCIA. DE PERFORACION ¥ MANTTO. DE POTIOS |44 44 5
313624 RAMIREZAGUADD }WL lsUR [20243000 |SERENCIA DEL CERTRD NACIONAL PROCESADD § 4 s he
[B12047  |SEGURA ALANIS [ALEERTO JSUR J20211200 |GERENCIA DE PROC. DE SEG. ¥ PROTEC. AMEI a4 45 1z

Modelo de desarrollo de carrera Impreso : 91252008 12:37:37 PM

Department information.
ID, name, pay grade.
Potential.

Years for retirement.

Usage sample Employees’ career plans.

Source: PEMEX, 20009.
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Figure 10: Successors Comparison

Description Successors comparison — side by side .

Historial Labarl SUBGERENTE OPERATIVO - ~COORDINADORESPECIALISTA™™A™" -| SUBGERENTE PLANERCION
AIver a1 NIveL 41 SPROVECTOS NIVEL 41
S UBBIRECCION OF LA REGION ) SEDIRECCIEN DE LA REGION
Sebelenico o
i Gajos/ion o 2
Fin oty
o
s
- v at
i i e
Reporte comparativo de candidatos P caven
3 Candidatos para SUBGERENTE DESARROLLO v COMPENSACION i ZojizEeds
FRIAS GALLARDO, RUBEN TORRES PEREZ VICTOR VALLE RUENES, ALEJANDRO
v
REGTON SRt AeRM0SA)
T sier00s
petalies Fnsat200
- v az
o
SE0 s anenosa
o
Proyectos
Competencias ADVINISTRADORDEL  NDR | GIE INFORMACION  NDR | GERENTEDE NoR
ACTIVO REGIOAL ~ PROM | TECNICA DE PROM | PROGRAMACION Y. BROM
53 | ExpLOTACION 55 ContRoL 593
COMPETENCIA NDE NDR BRECHA
DMIISTRACT TS| comperencia noENDRBRECHA | coMPETENCIA NOE NOR BRECHA
Eseon N AOVINSTRACION 4 5 1 SoSTRCION 5 ¢ 1
ValdRes ahsDen Shsion
Expoctativas de desarrol Moy datos o hay datos R ecion 4 ¢ 0 | caones e
D2 pROvECTOS AMINSTRRCION 3 2 O OMMISTRACON ]
EiaLoRAToRis TiTeCRADA b o
—— — COMECIONY 3 3 0 | TACIMIENTOS Conocnero
cursa: Administracidn del Desempedo EMMISTRACTON oEMEROLD 4 4 O conTeoL e ]
HaYGROUP 0 CONTRATES BE e GESTIoNY
DEsEROLLO 41 |oewouoy 3 o3 o FERRICION oE
B TaLETO GEmizacion CUERTAS
WNOACIONY 4 4 0 Civeos EueLuscione: FR
Py NLUERC PR Elontnicas
Educacion Prafesion EVBRENOEDORA mewTe 43 LioERAz50 °
ENTERSIDAD NACTONAL Wemz0 4 4 0 |uoweonr 4 4 o OFTIMIZACION PR
a NEGOCICION 41 | Mmoo DE ReciRéos
ORENACION 4 4 0 | EWPRENDEDORA oRECONAL 3 ¢ 1
TECHOLDGICA eRzco 4 4 o e
SEoRD0Y 4 4 0 |GREmCON 4 4 0 omEwTcIy ¢ 5 1
o cavoe TECNoLGth S
ngen EfoLdsico SR Y 3 2 BLANERCIN, ]
o | ESTRATEGICh
Resrmninees ECaltse sy 3 1
e STErAS PP SERTIDD
. a0 3 6 1 | Seeaesoe Ebldeco
s ProBUCCIEN TR 3 3
visIoN D 4 4 o |mewoen 4 3 o4 EQug
HEsotio £autio visin o ]
wision o 4 s a NEBOcIo
Inglés English (US) fEsocia uision PR
ra: ntermedo FiacIERA
Eertor Intarmecio

Name and photo .

Professional expectative.

Projects history.

Courses history.

Education history.

English level.

Work history

Competencies strengths and weaknesses.

Usage sample Best candidate to fill a position .

The executive report (see Figure 11) combines data for three

variables - potential, performance and competencies. The icons represent
additional data, such as successor quantity and years until retirement.
Clicking on an employee photo opens the talent summary for better
analysis. The report also has a powerful filter for searching candidates
based on specific results.

Employee Data

Source: PEMEX, 20009.
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Figure 11: Executive Report

o Analysis using three variables — Potential, performance and competencies. Click on the
Description )
employee photo links to the talent summary.

K Modelo de Desarrollo de Carrera
=a Tablero de Control: Patencial, Competencias y Desempefio

Configurar Ejes =
Ejg¥: [Desernperic ]

Fitrar par Campetencias: [NDR de 300 a 400 |  —

Restaurar Ejes Superior|

————

Filtrar

Seleccionar subdireccidn £
" Adecuado
Informacion Empleado

Ficha. 134034
Hombre: RUBEN FRIAS GALLARDO

Plaza. 26011100vH 00190892

Output sample

Desempefio

Hivel Plaza. a

Afios para el etio: 7

SUBDIRECCION DE SEGURIDAD INDUSTRIAL Y
PROTECCION AMBIENTAL

Subdireccidn

Departaments;  SUBGCIA. DE EVALUACION DE SIPAC
Puesta Tipa: ‘SUBIGERENTE DE NORMATIVIDAD EN SIPAC

Marginal
Tipo de Vifieta - NOmero de Color Marcador - Afios
Sucesores para el retiro.
A Ningtin sucesor. m ENEE 6 5 s 3 3 32 33 34 35 3 37 3 39 4 4 42 43 44 45 46 47

B Delalsucesoes. [ De5aiOafios o

® wasde3dsucesores. M MésdetDafios.

General information.
Performance.
Competencies.
Potential.
Successors.

Years for retirement.

Usage sample Tool for decision making.

Employee Data

Source: PEMEX, 2009.

Business Impact

At the highest level, there are three broad business benefits that PEMEX
accrues from its mature succession planning practices.

The first benefit is greater visibility into the strengths and weaknesses of
its workforce, and how it can be strategically developed and directed. For
example, when the company recently reorganized two major business
areas, HR was able to provide the reorganization teams with talent
management information and reports, which helped the teams make
strategic personnel decisions in less time.

The second benefit is that hard data can be aggregated into useful
reports that support organizational decision-making and choosing the
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best candidates to succeed executives. To measure its success in this area,
the HR organization looks at the percent of executive positions that are
covered with at least three candidate(s) in the succession plan.

The third benefit is related to PEP’s cultural change, due to the talent
management process that promotes transparency and equity in the
executive succession, taking as the primary qualifications an employee’s
work history and the alignment with institutional values.

Looking Ahead

All PEMEX global HR functions are being integrated into a single
organization with centers of expertise in early 2009. PEMEX Exploration
and Production will bring over its talent management and succession
planning processes and technology to other PEMEX companies. These
practices will serve as a blueprint for managing 115,000 employees
worldwide for many years into the future.

At a more granular level, the performance goals and appraisal
management system (SIADI) is the only in-house development
that still remains separate from the talent management system.
PEMEX is evaluating whether to move this system to the SumTotal
TotalPerformance platform in the coming months.

Lessons Learned

HR managers shared some important lessons learned that can be used by
other HR organizations seeking to develop a sophisticated data-driven
succession planning process.

e Get sponsorship from the CEO and senior executive team. A culture
supportive of succession planning must start at the top.

¢ Develop methodologies and tools that fit your organization. At PEP,
HR managers had to fine-tune the talent assessment tool several
times to make sure it was asking the right questions or that questions
were worded correctly.

e Executives need to be patient to see big results from investments
in talent management. It takes months, years and even decades
for talent management practices to have a measureable impact on
performance levels and business results.
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# ANALYSIS

Key learnings
from PEP’s talent
management
initiative will

be used to

guide PEMEX’s
enterprisewide

approach.
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Conclusion

As part of the state oil company of Mexico, PEMEX Exploration and
Production relies on the talents of its people to fulfill its mission of AC  KEY POINT

maximizing the potential of the country’s hydrocarbon resources. To

address the twin challenges of identifying and developing the next : I JVEEEe
generation of leadership, and assigning its most talented people to the : years, PEP has
most strategic projects, the company undertook a massive initiative aimed § institutionalized

at building and implementing sophisticated talent management processes

. . succession planning
and information systems.

practices that
In just two years, PEP has institutionalized mature succession

planning practices that directly address the company’s most critical
business challenges. Prior to 2006, executives were picking successors .
without the support of hard data. Today, PEP is working with every : critical business
executive position to have at least three named successors with '
career and learning plans that address gaps in competencies. Talent
management and employee development activities are automated by a
robust enterprise-class information system with sophisticated reporting
that supports talent management decision-making.

directly address the

company’s most

challenges.
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About Us

Bersin & Associates is the only research and advisory consulting firm focused
solely on WhatWorks® research in enterprise learning and talent management.
With more than 25 years of experience in enterprise learning, technology and
HR business processes, Bersin & Associates provides actionable, research-based
services to help learning and HR managers and executives improve operational
effectiveness and business impact.

Bersin & Associates research members gain access to a comprehensive library

of best practices, case studies, benchmarks and in-depth market analyses designed
to help executives and practitioners make fast, effective decisions. Member
benefits include: in-depth advisory services, access to proprietary webcasts and
industry user groups, strategic workshops, and strategic consulting to improve
operational effectiveness and business alignment. More than 3,500

organizations in a wide range of industries benefit from Bersin & Associates
research and services.

Bersin & Associates can be reached at http:/www.bersin.com or at
(510) 654-8500.

About This Research

Copyright© 2009 Bersin & Associates. All rights reserved. WhatWorks® and
related names such as Rapid e-Learning: WhatWorks® and The High-Impact
Learning Organization® are registered trademarks of Bersin & Associates. No
materials from this study can be duplicated, copied, republished, or re-used
without written permission from Bersin & Associates. The information and
forecasts contained in this report reflect the research and studied opinions of
Bersin & Associates analysts.
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