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As the Chair of the Maturity Institute, which puts human capital at the centre of organizational analysis 
and performance measurement there is a huge, missed opportunity here. Risk management of people 
and the measurement of the tangible value that comes from better corporate (human) governance are 
both a serious omission. I attach an example of what should be incorporated for the banking and finance 
sectors and an integrated report for AT&T although this comment applies across all sectors.  
Paul Kearns  
Chair  
Maturity Institute 
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OM30 v2.0 (January 2018) 
 
Maturity Analyst Guidance Notes 
 
The purpose of Organizational Maturity Ratings (OMR) and OMINDEX 
 
The goal of the Maturity Institute (MI) is to maximise an organization’s societal value. MI has adopted the OM30 as its primary 
instrument for gauging an organization’s Total Stakeholder Value (TSV)1. A thorough OMR analysis produces an insightful, whole 
system, picture of organizational health. Higher OMRs indicate longer-term, higher value, lower risk and greater sustainability; 
relative to an organization’s peer group. A high OMR is desirable and the initial OMR (produced internally or externally) should be 
viewed as the ‘baseline’ for never-ending improvement. The Maturity Institute (MI) recommends that OMRs are renewed at least 
once every year. 
 
All OMR ratings are recorded on OMINDEX to provide a universal benchmark for comparison. 
 
How the OM30 is constructed 
 
The two building blocks (see Appendix A & B) for the OM30 are: 
 

• MI’s Ten Pillars2 

• MI’s strategic framework 
These are woven into a series of 30 questions which can be addressed to the senior leadership and management of the organization 
or used as the basis for an external rating. A more detailed analysis will involve speaking with people employed by the organization 
or associated with it, in any way (e.g. shareholders, customers, regulators) and the use of internally supplied data.  
 

                                                 
1 http://www.hrmaturity.com/home/the-standard-for-mi-professionals/total-stakeholder-value-tsv/  
2 http://www.hrmaturity.com/a-simple-introduction-to-the-maturity-scale/the-ten-pillars/  

http://www.hrmaturity.com/home/the-standard-for-mi-professionals/total-stakeholder-value-tsv/
http://www.hrmaturity.com/a-simple-introduction-to-the-maturity-scale/the-ten-pillars/
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Using the OM30 
 
The OM30 questionnaire is designed to be used by maturity analysts to determine ratings and for organizations to understand how 
their own level of maturity is measured and can be improved. Any internal ratings process should be overseen and aided by 
professionally trained, Maturity Analysts (MA) who are accredited members of the Maturity Institute. Alternatively, an accredited 
MA can rate an organization from external and publicly available data and information. All questions require specific references and 
evidence in support of the score given. If no specific data is available then the basis for any judgement should be made plain.  
 
Scoring scheme: 
 

• For '0 to 10 questions': 0 means ‘non-existent’, 1-3 is 'below the acceptable standard', 8-10 is 'exceptional', 4 to 7 are varying 
degrees of 'acceptable'.  

• For binary questions: only yes/no is allowed (i.e. score 0 or 1) 

• As your expertise and experience grows fine tuning (e.g. scoring 5.5) can be used 

• Otherwise make your logic and rationale as clear as possible to support your assessment and judgment 
 
 
 
 
 
 
 
 
 
 

 

 

 

  



 

 

OM30 v2.0 Analyst Guidance Notes 

P
ag

e
3

 

 

OM30 v2.0 – Questions and guidance 

 

 

Q Element Score Analyst Guidance 

1 

Corporate Purpose - Part 1.  
Does the organization have a 
clearly stated purpose? Part 2. 
Societal purpose. Does the 
purpose of societal value have 
clear primacy in this 
organization? 
 
 

3 

Part 1. Binary: Score 1 or 0. For a clear statement of corporate purpose score 1; otherwise 0. 
‘Purpose’ is a clear intention to satisfy the wants or needs of a specific group of stakeholders 
e.g. coffee drinkers should be provided with coffee they want to drink; patients should be 
provided with the treatment they need.  Rarely are statements of purpose evident or clearly 
expressed in company communications. If a company states that its purpose is to serve 
shareholders then score 1. Better to have a clear purpose than none – which causes 
confusion.  
Part 2. Binary: Score 2 or 0 For clear reference to primacy of 'society' or societal value as 
defined by MI (best product/service at best cost and without undue harm) score 2; otherwise 
0. What would all the people who work in and with this organization say about their purpose 
– if it is not clear how can they add their maximum value? If the organization is not about 
benefitting society how can it expect to be legitimate? Compare with “Toyota Vision & 
Philosophy -Since its foundation, Toyota has been using its Guiding Principles to produce 
reliable vehicles and sustainable development of society by employing innovative and high 
quality products and services.” http://www.toyota-global.com/company/vision_philosophy/ 

2 

Value  
Does the organization define 
'value' and is it reconciled with 
MI's definition? 

5 

Score from 0 - 4 Look for specific statements covering the ‘four value variables’ of 
Output/Cost/Revenue/Quality and score 1 for each and add 1 more if convinced they are 
making efforts to minimise any undue harm. Otherwise score 0. 

http://www.toyota-global.com/company/vision_philosophy/
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3 

Market & Intrinsic value  
What are the primary 
determinants of the company’s 
ability to sustain its present value 
today into the foreseeable 
future?  

10.0 

Score 0 - 10. McDonald’s intrinsic market value is in its delivery of fast food to a common 
standard and its stores area ubiquitous. This combination is difficult for new competitors to 
match. However, it already has plenty of competition in fast foods so has to constantly adapt. 
Take all these into account when scoring. Look also for durability of legitimate competitive 
advantage as the law may catch up with questionable behaviours eventually: so score lower 
for the likelihood of such behaviour. Monopoly and market dominance should score lower as 
these are usually anti-social unless there is strong evidence to suggest otherwise. Proprietary 
technology (ARM Holdings mobile devices), reputation (Handelsbanken), brand (Coca Cola), 
innovation (Toyota), customer service (Southwestern Airlines), efficiency (McDonalds) and 
high quality could all be elements of sustainable value in the face of most competitive 
threats. Look also for focused leadership, management quality/capability and organizational 
flexibility, adaptability and agility. Exceptional scores (8+) will require evidence of holistic 
leadership covering more elements with a higher probability of longer-term sustainability. 

4 

Coherence between market & 
human values  
To what extent is the 
organization’s business and/or 
operating model predicated on 
reconciling its (market) value 
with changing societal values? 

10.0 

Score 0 - 10. This question asks whether the thinking in the organization is coherent; in the 
sense that running the business and helping society are viewed as a single and mutually 
reinforcing model. Sometimes high market value comes at the cost of reduced societal value. 
e.g. Microsoft's abuse of its monopoly would score 3 or less and the Big 4 tax advisory 
practices score low for being a zero-sum game, whereby every $ saved for the client is a $ 
lost to the public purse. Also check for any signs that the organization is coming to realize it 
cannot operate in a separate universe e.g. Goldman Sachs eventually realised they had to 
modify behaviour and public perception of their values against the 'vampire squid' image. 
Exceptional scores will require evidence that a company reconciles best financial returns with 
making the best possible contribution to society and aligning all its human capital to this goal.  
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5 

Governance  
Does anyone on the Board or one 
of its committees, or the  
Executive, hold specific 
responsibility for human 
governance? 

1.0 

Binary: Score Yes=1, No=0 ‘Human governance’ is defined as clear, explicit recognition and 
acknowledgement that continuously improving value creation is dependent on maximising 
the value of all human capital inside and connected with the organization. Human 
governance, as a concept, regards maximizing the value of people as a moral imperative 
above any other needs or plans of the organization. Treating people with respect is a crucial 
element for organizational legitimacy. Governance is a standard higher than that required by 
law. As a relatively new aspect of corporate governance it is likely that there will be no 
named head of human governance. 

6 

Trust  
To what extent are the leadership 
and management team trusted 
by customers, employees, and 
other key stakeholders? 

10.0 

Score 0-10 Based on your judgement about the level of concern expressed about the 
importance of trust within and outside how others, outside the organization, view it. Gather 
external evidence from a variety of sources (e.g. customer surveys, regulators et al). See also 
Question 33 – Authenticity. 

7 

Values  
Have at least 3 core values been 
expressed by the organization? 

6.0 

Score each 0, 1 or 2 A ‘value’ is something that the organization regards as having a high 
worth (e.g. integrity, organizational responsibility, honest dealing etc.). Score 1 for each value 
and an extra 1 for each value that you judge as being more than just rhetoric or ‘nice words’. 

8 

Principles  
Name up to 3 of the most 
important principles espoused 
and adhered to by the 
organization. 

6.0 

Score each 0, 1 or 2 A ‘principle’ is how you apply your values in practice. For example, if the 
value is ‘honesty’ then the principle of ‘honesty is the best policy’ should be applied in 
practice: if the organization makes a mistake it should realise that admitting the mistake is 
the right thing to do, both commercially and ethically. Score 1 for each clear principle and an 
extra 1 for each where there is evidence of application in practice. 
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9 

Realisation of value potential 
from human capital.  
To what extent does the 
organization seek to maximise 
the value it generates from all of 
its human capital – both directly 
employed and within its supply 
chain and wider society?  

10.0 

Score 0 - 10 Is there a clear, strategic statement that value creation has to come from all of 
the people. Score low where there is clear evidence of under-utilisation (e.g. not seeking new 
ideas from employees). Score high where people value is higher than industry standards, 
peer group or competitors. Look for evidence of emphasis on managing the value of people 
as opposed to viewing people as cost: where and how do people show up in the accounts and 
annual report? Do not award scores for reporting on pure activities (e.g. training days, 
community days, published articles). 

10 

Vision  
How far into the future does this 
organization see and mentally 
plan? 

25.0 

Score number of years where specifically stated or reasonably estimated (e.g. 13 year lead 
time in new drug discovery process). Longer term vision enables longer term strategic human 
capital planning. Maximum score of 25 for twenty five years and above. (see also Q11. 
Mission) 

11 

Mission  
Identify the top, specific priority 
that must be achieved within 3 to 
5 years. 

2.0 

Score 1 for a clear Mission statement and plus 1 if it is stated in terms of potential value, 
growth, market share, new product development etc. Should be expressed as numerical goal, 
such as a '10% increase in market share' but ‘No. 1 in …’ can be accepted. NB. Purpose, 
Strategy, Mission & Vision are often used interchangeably in company reporting – try to 
distinguish between them and indicate whether all are covered. 

12 

Accountability  
What are the Board and CEO 
accountable or responsible for? 

5.0 

Score 1 per accountability List up to 5 items where there is a clearly stated accountability by 
specific Board members and/or senior Execs. Accountability means the individual accepts the 
serious personal consequences that would inevitably follow if they fail on any of these. 
Serious means a fine/legal charges/prison/professional misconduct punishment/job loss/high 
financial loss or cost. Possible accountabilities could include share price (market value), 
intrinsic integrity of the business (e.g. no corruption scandals), strategic direction, 
profitability, reputation, operational performance, environmental impact, human rights. NB. 
In the absence of the specific word ‘accountable’ list up to 5 responsibilities but only score 
0.5 each. 
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13 

Strategic cohesion  
To what extent do leadership, 
management and staff 
understand and work 
cooperatively towards a coherent 
set of strategic goals? 

10.0 

Score 0 -10. View as a two-pronged question. First, there needs to be some clear strategic 
goals set. These should look further and wider than short-term business plans and budgets. 
As a rule of thumb regard 3 years as an average business/operating planning cycle. Second, 
look for obvious contra-indicators such as dissent either in the Boardroom, at C-suite level or 
disaffection in the ranks (e.g. pressures on middle management, industrial action). Note also, 
special cases where organization is having to embark on a significant transition or change in 
direction e.g. GSK selling off mid-development drugs and buying generic drugs for volume 
and the implications across the board from ‘moving down market’. 

14 

Culture  
What evidence is there that the 
Board recognizes and 
understands the importance of 
organizational culture and is it 
being monitored effectively? 

10.0 

Score 0 -10. Look for clear indicators of positive and negative cultural indicators: especially 
where there is a recent change at the top or in ownership. Culture is probably best described 
as a 'that's the way we do things around here' mentality.  Simplistic use of isolated culture 
surveys should be viewed as a contraindicator. Look especially at the public pronouncements 
and behaviours of the Chair and CEO. Exceptional scores will arise in companies where 
culture is measured, monitored and integrated at Board level; particularly in risk system 
management.   

15 

System  
To what extent does your 
organization operate as a 
coherent and cohesive whole 
system?  

10.0 

Score 0 -10. Definition of ‘system’ – how the organization aims to guarantee that it will 
deliver on its purpose. Consider a basic list of systems including financial (does the 
organization have the finances to continue in business?); quality assurance (can it guarantee 
quality to the required standard?); human (is everyone working towards a common goal of 
TSV?). Check recognition and acknowledgement of whole system thinking (any small change 
to any part of the system affects the whole system) and look for indicators that whole system 
management is in place. ARM Holdings, for example, refer to their 'ecosystem' which includes 
a very complex web of external suppliers. Analyst should question the organization’s 
understanding of 'system' in terms of supplier relationships and networks. Effective whole 
systems will result in few product recalls, customer complaints, project delays, over-runs and 
the manifestation of unexpected risk etc. NB. Any recent M&A activity should prompt a 
particular examination of system integration. 
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16 

Business planning  
To what extent are 
improvements in the 
organization's capability in 
human capital management 
specifically factored into its 
current business plan?  

10.0 

Score 0 - 10. Value can only be added through increasing OUTPUT (O), reducing COST (C), 
increasing REVENUE (R) and/or improving the QUALITY (Q) of the organization's ultimate 
products and/or services. In immature organizations people are treated as a cost and this can 
seriously influence and undermines longer term business planning and performance. This 
question forces the organization to consider people as human capital with a value. So for 
example, if a headcount reduction is planned, have they factored in the likely effects on 
output, revenue and product quality (OCRQ) in addition to cost? Does the firm talk 
simplistically about cost savings when referring to employing less people? Do sales forecasts 
factor in the extra effort required from the salesforce? Has it factored in specific 
improvements to come from a management development scheme or revised performance 
management system? Check any new initiatives for evidence of starting to see the human 
capital aspects of the business as offering a competitive advantage. Note. this is distinguished 
from the (one year) operating plan in question Q.24 by a timeframe of 3 years (or the 
organization’s own planning cycle). 

17 

Evidence-based management 
(EBM)  
Is the core management, 
decision-making process 
evidence-based (EBM) in 
principle and practice? 

10.0 

Score 0 - 10. Search for a clear statement that the organization is evidence-based in both 
principle and practice. Ask for specific examples of key decisions made using best available 
evidence. Check that employees, at all levels, and suppliers are trained in basing decisions on 
simple evidence that is linked to OCRQ and potential risk. 
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18 

Never-ending, continuous 
improvement  
To what extent is the philosophy 
and practice of never-ending 
improvement embedded 
throughout the whole 
organization? 

10.0 

Score 0 - 10. Seek as many references as possible to determine how fundamental NEI is to 
the way the organization is managed for strategic competitive advantage. Ask about the 
difference between quality control (does the product work?) and quality assurance (has it 
been produced in a way that creates maximum value?). Get into as much detail as necessary 
to find anecdotes of employees making very small improvements. Check that there is a 
continuous improvement system in place – usually a variation on the Plan Do Check Act cycle 
– look for an iterative process working e.g. ‘we tried it this way and found it didn’t work so 
we reviewed it and change the way we did it’. 

19 

Quality system  
Does the organization have a 
quality system and, if so, to what 
extent is it applied?   

10.0 

Score 0 - 10. Seek clear indications that there is a whole system in place, not just isolated 
instances. Check that the organization does not have significant quality problems (e.g. 
product recalls, complaints, supply chain issues). 

20 

Innovation System  
Does the organization have a 
system to measure the rate of 
innovation of the entire 
workforce (including suppliers) 
and, if so, to what extent is it 
applied? 

10.0 

Score 0 - 10. This indicator is based on the Toyota measure of how many employee-
generated ideas become valuable innovations. An average of 1 value impacting idea, per 
employee, per year = 100%, which would score 10 but note Toyota has achieved >500% per 
year in the past so no upper limit should be set. There needs to be a complete 
ideas/innovation system in place to score highly. Ask to be walked through the process of 
how an employee raises any idea they have; how that is assessed for potential value and by 
who; what steps have to be taken before it is adopted and how quickly and seamlessly it can 
be implemented. Check levels of seniority are involved and required for sign off. Ask for 
specific examples and measured value of ideas that have successfully come through this 
process. NB. Look for the human system that underpins it – are employees fully engaged in 
the pursuit of TSV and is their contribution recognised and rewarded effectively? 
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21 

Performance management 
system (PMS)  
Is there a performance 
management system in place and 
is it widely and effectively 
followed to continuously improve 
TSV? 

10.0 

Score 0 - 10. Start with a question about the ‘bell curve’ – explain the 0 to 10 scoring scheme, 
where ‘3’ is unacceptable and ‘8’ is exceptional. Check understanding of basic statistics (‘what 
percentage of exceptional employees would you expect within your population’?) Check they 
understand the need for a performance management system that integrates with, among 
others, the innovation and reward systems. Ask what the purpose of the PMS is and how the 
process works in practice. Is this an annual sit-down with your supervisor or an integral part 
of everyday life in the organization where there are constant conversations about current 
and future performance? Are managers/supervisors/team leaders skilled in the art of 
performance conversations. What process happens to deal with those who are not 
performing? Is this part of the PMS equally effective? 

22 

Learning & knowledge  
To what extent is this a learning 
organization that continuously 
and expeditiously aims to acquire 
and apply knowledge, expertise 
and experience to continuously 
create more value and reduce 
risk?  

10.0 

Score 0 - 10. Make a clear distinction here between education (library, academic study, 
professional exams), training (professional knowledge and skills, ‘how to’ courses) and 
applied learning (that transfers all learning to effective practice in the workplace). Simplistic 
measures of training (e.g. training costs or days) are a serious contraindicator of an 
organization that does not see the value in human potential. Seek evidence of a learning 
cycle in place (see Q’s 19, 20 & 21) with feedback loops to learn what has worked and what 
has not (especially on projects). Check design of learning methods and evaluation procedures 
and activities (e.g. case conference meetings, improvement groups, cross functional problem-
solving teams). 
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23 

Identifying the specific value 
impact expected from human 
capital  
To what extent are business 
improvements based on linking 
human capital to the 4 value 
variables OCRQ? 

4.0 

Score 0 – 4. This question is focused on the current operating plan (see Q 16 above for 3-year 
business plan). Look for evidence that the organization is constantly looking at these 4 
variables, from an operational standpoint, every day. Can you find any evidence that a 
conscious calculation has been made to factor in the effect of human capital and this is being 
monitored? For example, if output from a team is 'base 100' today, and it needs to achieve 
110 by the end of the year, then how much of this improvement has to come from the 
people in the team: their intrinsic capabilities and efforts? Score 1 for each example you can 
find. Question the annual budgeting process closely to determine whether the human 
element is factored in at all. 

24 

Return on human capital  
Has the organization adopted a 
discipline of linking human capital 
directly to financial returns by 
completing an ROI calculation?  
 
ROI = Net Benefit ÷ Cost x 100% 

2.0 

Score 0, 1 or 2. Score 1 for any attempt to consider the specific return from human 
improvement and 2 if there is an actual calculation showing a net % return. NB. In a whole 
system it is virtually impossible to ascribe a particular result to a particular intervention (e.g. 
sales might increase after training but what other factors have had an influence?).  Ask a 
hypothetical question to test the extent to which people are connected to hard financial 
calculations. For example, if the whole workforce became 1% more productive what 
difference would this make in $$$s and what would the net return be? If people are 
becoming more productive is the focus on value or possible headcount reduction? ROI should 
always be net value, after all considerations are taken into account. 

25 

Cooperation  
To what extent is the 
organization characterised by 
willing, active and enthusiastic 
cooperation all the way from 
leaders and managers to the 
most junior job roles and 
suppliers? 

10.0 

Score 0 - 10. See also Q14 Culture. Use judgement about the extent to which the organization 
espouses the importance of cooperation and seek evidence for the level of cooperation 
through the lens of internal process improvements, development times, customer service 
levels etc. Ask also about the absence of cooperation and how this is manifest. Interviews 
with staff/suppliers at all levels would provide credible evidence. Customer feedback on ‘not 
knowing who to talk to’ and ‘how complaints are handled’ should be sought. 
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26 

People risk  
To what extent does the 
organization have a 
comprehensive system for 
measuring and assessing the 
current level of human capital 
management risk within the 
organization? 

10.0 

Inverse scoring from 1 - 10 (1 being ‘highest risk’ to 10 for ‘least risk’). Risk should be viewed 
as potentially lost value (i.e. OCRQ - lower O, higher C, lower R, drop in Q) and/or 
environmental risk. Is ‘people risk’ specifically mentioned (other than the possibility of losing 
people) and, if so, is there any semblance of a risk management system in place? Consider 
the possibility of ‘rogue employees’ but understand that may be an indicator of a ‘rogue’ 
people management system. See OMS Risk Grid© for comprehensive, structured list of risks 
associated with people. Look for evidence of examples where risk became manifest in the 
past – especially any recent events. Ask about any current worries or concerns about the 
likelihood of particular risks arising. A minimum acceptable score (4) should be awarded 
where a ‘compliance only’ process is in place.  

27 

Remuneration & Reward  
Does the organization adopt and 
adhere to a clear set of key 
principles to underpin its 
remuneration and reward policy 
and link it directly to TSV?  

10.0 

Score up to a maximum of 5 principles either 0, 1 or 2 for each. Check any espoused 
principles to underpin an effective remuneration (basic pay and benefits) and reward (linked 
to specific contribution) system. For example, is there a valid link between individual 
contribution and the total value of the business? Are individual performance targets set or is 
there a more mature system that accepts a whole system approach where everyone matters?  
If ‘market rates’ are used is the evidence collected valid and up to date? For each (valid) 
principle score 1 and add 1 extra mark for any where there is evidence of it being applied 
effectively in practice.  
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28 

Communication system  
How much importance does the 
organization attach to 
communication and is there a 
system in place to ensure it is 
working? 

10.0 

Score 0 - 10. Ask for a definition of an effective communication system and the standard 
expected. Offer this as a working definition - ‘A closed loop whereby an individual 
understands what is required or is able to request clarification’. Provide an example of 
sending an email to 6 people where all confirm receipt and understanding. The 
communicator confirms that the communication is received and understood. Your score 
should be a composite based on the importance of communication and evidence constituting 
a continuous feedback loop to check the TSV system is working effectively. E.g. are all 
employees regularly updated on the company's strategy and what it means for them 
individually? Ask for examples of communication errors/problems/breakdown. Also link with 
culture in Q14. Is the culture open and transparent – is everyone allowed and enabled to 
have their say? Is the top team remote or closely connected to what is happening on the 
ground? 

29 

Organizational agility, 
adaptability and flexibility  
How well does the organization 
adapt to changing market 
conditions with a minimum of 
risk, cost and business 
disruption?  

10.0 

Score 0 - 10. Look for evidence that the organization has a good track record of responding 
quickly and effectively to changes in its circumstances, the market, technology etc. For 
example, does it make clear decisions when a change of tack is required, can it re-organize 
quickly and professionally, how long does it take to change a significant process? But also 
look for chaotic change through regular changes in roles and structures that are not fully 
thought through or handled well. Get some basic data on promotions, job changes, job 
moves. Ask about experiences from recent major and minor restructurings. Have there been 
many unexpected changes in the company’s fortunes? Who is responsible for scanning the 
horizon and is there a system in place to plan in advance? Maybe a basic question about 
employment contracts – what is expected if things have to change? Is there a culture of 
continuous adaptation for a changing world or resistance to anything new? How much did 
the last change cost and what other effect did it have on OCRQ? 
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30 

Stakeholders  
Whose interests, among all of the 
organization's specific 
stakeholder/s, appear to be 
afforded primacy? 

5.0 

Score 0-5. Choose one from the following list and score as shown. This question sets TSV as 
the ultimate goal, hence a score of 5 for ‘Society’. This is a conscious move by MI to reduce 
the dominance of shareholders as only enablers of TSV, not its primary creators. In the MI 
paradigm shareholders best, long-term interests and TSV are not only compatible but 
mutually inclusive.   
Society = 5,  
Customers = 4,  
Employees = 3,  
Shareholders/Investors/Partners LLP = 2,  
Executive team = 2,  
External authority/Regulator = 1  
No primacy for any particular stakeholder/group = 0 

31 

Decision making environment  
To what extent would you 
describe high level decision 
making in your organization as 
collegiate? 10.0 

Score 0-10. Collegiality is a principle that underpins mature, strategic leadership and 
management decision making. It respects all relevant, intelligent views and aims places 
consensus above speed of decision making. There has to be a high level of professionalism 
present. Look for tokenism at board level, both in terms of recognised ‘names’ and diversity 
quotas as contraindicators. Any evidence of combined Chair/CEO roles or dominant 
individuals should be viewed as a contraindicator. Check for relevant experience of members 
of the Board and Executive and length of time working in the sector. Pick up whatever 
evidence is available on boardroom unanimity; alternatively have any senior people been 
leaving recently for questionable reasons?   
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32 

Authenticity  
The size of the gap between the 
organization's statements, 
external communications and 
claims of success, relative to the 
reality found in the evidence. 

10.0 

Score 0 - 10 (inverse scale, 10 means very authentic with little or no gap). This is an overall 
impression which you will have gained as you read through any public information and 
complete the questions above. The vast majority of organizations will want to present 
themselves in as favourable a light as possible: so the default stance of the MA should be one 
of a certain level of ‘healthy scepticism’. Large corporations, especially, employ ‘investor 
relations’ and PR professionals to avoid the unvarnished truth and dress up bad news as 
palatably as possible. Compare espoused statements of values and principles with the reality 
of news stories. Use combined sources of evidence including specific data. When they say, for 
example, that they value and manage their talent do they define their terms and provide any 
evidence to support their claims? Contradictory statements/evidence should be scored low 
e.g. Nestlé’s gap between the rhetoric of CSR and the reality of slavery in the supply chain. 
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APPENDIX A 
 
MI’s Ten Pillars 
 

1. Value motive – profit or societal? – Does your organization aim to maximize profit or value? Does it understand how they 

can be mutually inclusive? 

2. Human capital – the organization’s view of its human resource – Do you view people as a cost or as valuable human 

capital producing significant returns? 

3. Whole system – level of integration between strategic plans and organization design – Is your organization designed to 

operate as a whole system? 

4. Learning organization – incorporating knowledge management – Does your organization understand and possess the key 

components of a true learning organization? 

5. People Risk management – Do you regularly carry out a complete People Risk Assessment? 

6. Integration – business/people strategy – Is HR strategy informing rather than merely supporting your business strategy? 

7. Improvement philosophy – quality system – Do you have a philosophy of never-ending improvement and, if so, do you have 

a complete, people improvement system to make it happen? 

8. Trust, Engagement & Cooperation – Would you describe your organization as one characterized by trust, engagement and 

complete cooperation? 

9. Performance system – Does your performance management system recognize the difference between performance, profit 

and value? 

10. Communication – open & transparent – Is communication in your organization open and totally transparent? 

http://www.hrmaturity.com/the-1st-pillar-societal-value-is-the-right-sort-of-profit/
http://www.hrmaturity.com/the-1st-pillar-societal-value-is-the-right-sort-of-profit/
http://www.hrmaturity.com/the-2nd-pillar-human-capital-sending-signals-that-you-really-value-your-people/
http://www.hrmaturity.com/the-2nd-pillar-human-capital-sending-signals-that-you-really-value-your-people/
http://www.hrmaturity.com/the-3rd-pillar-the-organization-as-a-whole-system/
http://www.hrmaturity.com/the-3rd-pillar-the-organization-as-a-whole-system/
http://www.hrmaturity.com/the-4th-pillar-stage-6-mature-organizations-are-learning-organizations/
http://www.hrmaturity.com/the-4th-pillar-stage-6-mature-organizations-are-learning-organizations/
http://www.omservices.org/?page_id=594
http://www.hrmaturity.com/the-7th-pillar-the-philosophy-of-never-ending-improvement-nei/
http://www.hrmaturity.com/the-9th-pillar-performance-culture-has-to-connect-value-to-values/
http://www.hrmaturity.com/the-9th-pillar-performance-culture-has-to-connect-value-to-values/
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Key questions for AT&T arising from this review 

 

 We predict that embarking on a maturity journey and developing effective human governance 
will increase AT&T’s market value by an additional 5 to 10% within 2 to 3 years. Is the AT&T 
board willing to explore this opportunity? 

 

 How does the goal of shareholder value cohere with the needs of 280,000 employees, 139.6 
million customers (https://www.att.com/Common/about_us/pdf/att_btn.pdf) and the creation 
of maximum value in the long term? 

 

 Human capital is a significant investment for AT&T yet its contribution to value creation is not 
identified by the company, nor is the risk it poses to the sustainability and stability of AT&T’s 
business considered. In the light of  this report, should the Board now consider and report on 
the materiality of these issues? 

 
 
 
 
  

https://www.att.com/Common/about_us/pdf/att_btn.pdf
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Review Framework 
 
 

 
Chart 1. OMR Scale 

 
 

The Organizational Maturity Rating (OMR) Scale 
 
The OMR Scale combines financial and human capital dimensions to provide a fully integrated 
picture of organizational health in terms of long-term value creation.  It is comprised of several 
key components, comprising: - 
 

 6 Maturity Stages of the Maturity Institute’s ‘ARC’ scale, which measures the 
effectiveness of human capital management practices in the organization. 

 OMS LLP’s ‘AAA’ Scale; directly derived from S&P’s credit rating scheme, assesses the 
extent to which human governance is providing long term value 

 Human capital risk profile (red to green arrow) showing the size of risk relative to 
maturity level. 
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 The Wall - a barrier which, once overcome, denotes where human capital becomes 
managed as a source of value by Boards and Excos and the level of maturity attained 
leads to higher, differentiated, competitive and sustainable value being achieved.  

 Default position - where c.70% of organizations, that have been rated to date, are 
positioned because of conventional, sub optimal, ‘human resource’ focused 
management practice 

 

Background - The emergence of Integrated and “non-financial” Reporting 
 
Accounting information is historic by definition and shows past performance in terms of both 
outcomes and financial value. However there are two critical issues that are growing in 
importance and are not being addressed by traditional accounting. 
 
First, financial value, as determined by a balance sheet, represents on average only 16% of the 
true financial value as determined by the market12. This has made the task of assessing 
organizational value very challenging and has impacted both M&A (mergers and acquisitions)3 
and investors4. 
 
Second, accounting information provides almost no insight into what actually creates 
organizational capability or whether the financial performance that results is sustainable. In the 
absence of such analysis it is usually assumed that what has happened in the past should 
continue into the future but it leaves investment analysts having to resort to other research 
methods and sources of information to assess potential impacts on future performance.  
 
One international response from the investment community, including a broad range of 
stakeholders and the accounting profession, came in 2012 with the birth of the IIRC 
(International Integrated Reporting Council) to develop a new integrated approach to corporate 
reporting.5  For similar reasons, in the US, SASB (Sustainability Accounting Standards Board) –
was launched with a mission “.. to develop and disseminate sustainability accounting standards 
that help public corporations disclose material, decision-useful information to investors. That 
mission is accomplished through a rigorous process that includes evidence-based research and 
broad, balanced stakeholder participation.” 
 
The aim and guiding principle is the same: to integrate traditional financial reporting and the 
emerging needs for supplemental information. The potential risk is that the current approach 
to integrated reporting appears to fall far short of addressing a true understanding of 

                                                             
1 “value in the market” determined as what a buyer is willing to pay for the organization part of which is to buy the 
earnings stream being generated 
2 See Ocean Tomo 2015 study on intangible assets 
3 It is broadly estimated that between 50% and 80% of M&A’s fail to deliver anticipated results; as a result billions 
of shareholder value has been eliminated in goodwill impairment write-off 
4
 Probably the greatest example was the “dot com” meltdown attributable to the inability to truly “value” high 

technology organizations – valuation became a casino / gambling approach 
5 See <IR> website http://integratedreporting.org/  

http://www.sasb.org/
http://integratedreporting.org/
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underlying organizational performance and value. One of the six capitals in the IIRC Framework 
is human capital; an area where the Maturity Institute has developed a well-researched, 
evidence-based approach that goes beyond the concept of integration to view human 
governance and human capital management as central to the organization’s whole system of 
value creation. 
 

The purpose of the Integrated Human Governance Review (IHGR) 
 
The IHGR is designed to significantly improve decision making by: - 
 

 Boards & CEOs 

 Investment analysts and fund managers 

 Asset managers 

 Asset owners 

 Pension funds 
 
This is the very first Integrated Human Governance Review in the world; using AT&T as an 
initial case study. It is truly integrated as it melds together the financial and human dimensions 
of AT&T to produce a holistic picture of the company’s current performance together with a 
much more in-depth and informative view of the extent to which it is maximising the potential 
of its human capital in terms of value creation. It is also intended to offer a predictive outlook, 
regarding AT&T’s future prospects, and allows AT&T to gain insight from its B+ OMR rating to 
inform its strategic decision making.  
 
IIRC recently recognised OMS’s ground-breaking work in this field in its report - “Creating value. 
The value of human capital reporting.” (IIRC, June 2016, p.17) 
 
“Much human capital reporting currently focuses on inputs and activities, rather than on the 
outputs and outcomes. It is rare for companies to explicitly demonstrate how their human 
capital is contributing to value creation. However, some experimentation with reporting on 
outputs and outcomes is taking place. For example, the OMS Human Capital Reporting 
Template © identifies “the critical questions that need answering” to reveal “underlying value 
and risk”   The template “follows the principles of whole system thinking; recognizing that all 
organizational systems are inextricably bound up with human systems, which directly and 
indirectly influence performance, total value creation and operational risk”. 
 

The IHGR Team 
 
To produce an IHGR requires a multi-disciplinary team comprising members who understand 
each other’s expert perspective and combine it with their own to produce a seamless, whole 
system review. The designers and authors of this IHGR come from a variety of backgrounds 
combining expertise and many years experience in accounting, leadership, human capital 
management reporting and investment analysis.   
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AT&T  
 

 

Holistic overview 
 
The dominant position a monopoly enjoys, without the pressures of competition, can tend to 
breed a complacent management culture because of the relative ease by which it can leverage 
its market advantage. This, especially in a growing market, can produce a culture of mediocrity 
with lower levels of responsiveness to increasing competitive pressures from new technologies.  
An analysis of AT&T’s current position and performance level suggests that this is still a legacy 
from its earlier, monopolistic history. If there is a clear strategy at play within AT&T it appears 
to rest on three pillars: - 
 

 Treating shareholders as the pre-eminent stakeholder group and rewarding them 
accordingly in the short term, with a commitment to continue this policy 

 Using its size, dominant market position and finances to acquire, where necessary, 
companies that provide instant breadth of technological offering rather than building its 
own innovative capability 

 Attempting to make significant cost ‘savings’ through simplistic approaches (e.g. 
headcount reduction) that can undermine longer-term value 

  
 
 

AT&T’s OMR rating of B+ indicates a relatively low level of maturity with incipient 
signs of organizational instability and unnecessary levels of risk. Minimal recognition 

of the potential value opportunity available from its own 280,000 employees, or 
those employed within its supply chain, is evidenced or exhibited. No clear Human 

Capital strategy is outlined and its management policies and practices reveal no prior, 
underlying hypothesis to justify their use in business value terms. It appears to view 
its people primarily as a cost, not a source of value, and manages them accordingly. 

The efficacy of its people management practices is limited, partly by incoherence and 
partly by operational managers having no operational imperative to connect them to 

measurable value. From an investment perspective, a B+ offers a significant value 
opportunity once the maturity level is understood and leadership recognises the 

need to improve it. Immediate risks are not particularly high but without specific and 
careful attention to recognise and understand the nature of human risk they could 

become more significant over the medium term in the face of the combined threat of 
technological change and increasing competition. B+ organizations have inadequate 

human systems to enable adaptability and agility in their chosen marketplace and are 
prone to poor assimilation of acquisitions. In the case of AT&T the risk will potentially 

increase as the company strives to implement its strategic shift to a higher, value 
added, product and service delivery. 
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AT&T’s corporate & societal purpose 
 
AT&T declares that it is:  
 
‘Using the power of our network to build a better tomorrow’ and “...bringing it all together. We 
deliver advanced mobile services, next-generation TV, high-speed Internet and smart solutions 
for people and businesses.”  
 
While these are obvious statements about AT&T activities, it is not entirely clear whether there 
is any over-arching purpose or coherent strategy driving AT&T. Moreover, nowhere are these 
broad claims translated into a simple, total value proposition that could be described as 
consistent and meaningful to all its human capital (employees, partners, customers and wider 
stakeholders). What does a ‘better tomorrow look like’ and how would anyone know if their 
solution was ‘smart’?  Page 2 of the annual report claims that AT&T will "Connect people with 
their world, everywhere they live, work and play … and do it better than anyone else." but we 
found no clear evidence to support to guarantee they will ‘do it better’ than anyone else.  
 
Over the past five years AT&T has invested between 52% and 68% of cash flow generated in 
capital investments.  This, combined with debt financing, reflects an ongoing commitment to 
capital investment. AT&T has also continually increased its dividend; over the last five years 
dividends have accounted for approximately 30% of cash flow.  Thus, capital investment and 
dividend, together, consume the majority of positive cash flow generated. This requires 
management to sustain earnings levels that can balance the level of returns expected by 
shareholders with sustaining the capital investment required in a highly capital intensive 
business. This strategy means a strong focus on maximizing returns on capital assets is 
imperative.  
 
Shareholders are afforded primacy, presumably because the board regard this as the most self-
evident and conventionally valid, corporate goal.  Yet our work demonstrates that long term 
shareholders’ best interests lie with a more enlightened approach to value creation; especially 
the management of human capital as a fundamental long term driver of competitive advantage. 
We find no evidence that human governance or a cohesive approach to strategic human capital 
management currently features in AT&T’s business strategy and this represents a huge missed 
opportunity for shareholders, employees, customers and wider society touched by this very 
large company. Without unleashing the full potential of its sizeable human capital it is 
inevitable that AT&T’s competitiveness, relative to any players operating at a higher level of 
maturity, is at risk over both short and long term time horizons.   
 
Our view is that if AT&T implemented a coherent human governance strategy to raise its 
maturity and improve human capital management capability, it could realise at least a 5-10 
percentage uplift in its prevailing market value within 2 to 5 years from the baseline in Figure 2 
showing share price performance from some of its major competitors. 

http://about.att.com/content/csr/home/blog/2016/06/a_journey_with_purpo.html
http://www.att.com/gen/investor-relations?pid=5711
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It is important to reiterate that, while AT&T appears to be performing adequately, their OMR 
rating shows performance relative to their total value potential, rather than conventional 
investment norms. In this respect, AT&T falls short. For more information on this point please 
see our explanatory video: ‘Seeking true alpha through maturity analysis’.  
 

Value focus & creation 
 
AT&T’s stated acceptance of the goal of shareholder value translates into short term 
inducements to keep shareholders supportive of existing management plans and actions. While 
the total market is growing this is probably enough to satisfy their expectations of returns.  The 
longer term value picture is less clear.  Under “Our strategy” AT&T aims - 
 
“To become the premier integrated communications company in the world ..” stating that it has 
“...invested in 5 key areas:  
 

1. Lead in connectivity and integrated solutions.  
2. Serve our customers globally. 
3. Operate with an industry-leading cost structure.  

Figure 1:  Comparative market values (AT&T, T-Mobile, Verizon, Comcast, Charter Communications) 

http://www.omservices.org/?p=737
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4. Deliver an effortless customer experience. 
5. Equip our people for the future.” 

 
These five statements may offer a summary of key areas of focus but do they come together as 
a powerful strategy? Its people are only specifically mentioned once in item 5 and yet it is 
obvious that each statement has serious people implications.  For example, item 3 will require a 
cost control and reduction culture rather than the simplistic headcount reduction policies in 
place. For “effortless customer experience” AT&T employees need to have not only the right 
attitude but the processes and systems in place to make it effortless. There is no 
acknowledgement that a transition from its legacy, managerial and leadership culture, to a 
more enlightened and heightened capability is now required. Even if these issues were fully 
recognised there is no indication that AT&T has the necessary human capital management 
capability to address them effectively. 
 

Human governance 
 
Randall L. Stephenson holds the roles of both Chairman and Chief Executive Officer which, in 
itself, is not in keeping with current views on healthy corporate governance.  He qualified as an 
accountant and was previously CFO, and although this does not mean his area of expertise is 
purely financial he is bound to have the same problems that have been identified by IIRC and 
SASB: he has no methodology for accounting for the value of AT&T’s human capital.  This helps 
to explain why AT&T is more likely to regard people as a cost and easily replaceable.  
 
In the absence of a focus on tangible value from people, Stephenson has promoted 
‘philanthropic’ education programmes (e.g. AT&T Aspire in 2008) without any specific value 
focus or declared hypothesis as to how it fits with AT&T’s strategy.  Stephenson was quoted in 
The New York Times as saying, indirectly, to his workforce - “There is a need to retool yourself, 
and you should not expect to stop. People who do not spend five to 10 hours a week in online 
learning, he added, “will obsolete themselves with the technology.” This may be true but what 
does this reveal about the style of ‘leadership’ and culture of AT&T? Where is the motivational 
carrot alongside the stick of fear?  “Re-tooling skills” will not happen as an isolated initiative, it 
needs to address the entire human system including any legacy culture of complacency and 
acceptance of mediocrity. 
 
Stephenson’s pronouncements are not those of someone who understands the role of human 
governance at Board level, and AT&T’s conventional approach to corporate governance is 
unremarkable. Its efforts in sustainability and the community, whilst laudable, have yet to be 
integrated into a whole system management mentality. AT&T’s traditional union relations may 
be regarded as benign, having resulted from its long corporate history, but what sort of 
employee relations strategy is necessary for its future? Acceptance of change has to be a norm 
so how flexible and adaptable does its present and future workforce have to be if it is to “lead” 
and “serve” as a competitive force in the market in the long term? 
 

http://www.att.com/gen/investor-relations?pid=7824
http://www.nytimes.com/2016/02/14/technology/gearing-up-for-the-cloud-att-tells-its-workers-adapt-or-else.html
http://www.nytimes.com/2016/02/14/technology/gearing-up-for-the-cloud-att-tells-its-workers-adapt-or-else.html
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Failure to embark on such a mature journey will pose an increasingly significant risk in the 
medium term.  Reacting to such issues as they arise, rather than planning for them as part of its 
business strategy, will leave AT&T well behind this particular curve.  If the pace of technological 
change is maintained or, more likely, increased, then acquiring new technologies and skill-sets 
will always come at a premium cost without a concomitant premium value. 
 

Human capital integration 
 
AT&T offers a simplistic narrative regarding headcount reduction and skills and, in doing so, 
reveals a lack of awareness, among senior management, around the complexities of strategic 
human capital management:  
 
 "When you move a network into the cloud, you need workers with very specific skills to make it 
happen. We’ve set an ambitious goal of moving 75% of our network into software by 2020. We 
hit 5.7% in 2015. We’re accelerating and plan to hit 30% by end of this year. But we can only 
keep up that pace if we help our employees learn the skills they need. We need them to be 
software-centric." http://about.att.com/innovationblog/building_workforce. 
 
What thinking sits behind such simplistic calculations?  Has anyone made a clear connection in 
their mind of the value (US$) opportunity to be gained from this re-skilling or the US$ losses 
that result from under-shooting these targets?  The plain evidence here is that no one is 
convinced that this exercise is a business imperative and ‘acceleration’ without a specific 
destination can be a dangerous pastime. 
 

Whole system thinking & management 
 
The concept of whole system thinking is well understood and accepted as a sound, theoretical 
construct but whole system management practice is still in its infancy. MI’s original exemplar, 
Toyota, is famous for its Toyota Production System but ‘The Toyota Way’ is about the whole 
system, in the broadest possible sense and so MI’s philosophy is born out of practice, not 
theory. 
 
The concept of whole system does not feature in AT&T’s literature even though AT&T’s 
enhanced offering to its customer base could be described as a perfect opportunity to sell a 
whole system solution, in every sense. Of course, a whole system management model cannot 
exist unless and until everyone who works within the system (including the whole value chain) 
not only understands the concept but knows exactly what they have to do to ensure the system 
is working optimally and is alert to any risks that might undermine it. 
 
AT&T is not alone in being relatively immature, from a whole system perspective, but this 
means they are drifting towards a customer offer that is not underpinned by whole system 
people management. Companies that are able to master this capability will achieve the greatest 
and earliest value advantages. On present evidence, this company will not be AT&T: partly 

http://about.att.com/innovationblog/building_workforce
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because of historical, employee relations baggage but, more importantly, because its corporate 
governance is not systemic, showing no sign of human governance being in play. 
 

Knowledge, learning, innovation and never ending improvement 
 
The OMR scale has a specific measure for employee ideas and innovation. Only ideas that are 
assessed for potential value, and effectively implemented, are counted. An average of one idea 
per employee, per year, equates to a rate of 100%.  A+ rated Toyota regularly achieves a rate in 
excess of 500% and has done so for many years; this gives them an unassailable advantage over 
competitors. Such an astonishing advantage can only be achieved though: - 
 

 a human capital strategy that aims to create a learning environment 

 a philosophy of never ending improvement 

 a management culture that respects all employees 

 encouraging all human capital to offer their ideas; with 

 training for everyone in a common method for resolving problems and  

 bringing innovative ideas to fruition  
 
There is no evidence that AT&T currently has any of these elements in place but working on 
each element separately would miss the whole point of becoming a learning organization. 
However, if it made a conscious effort to move on all fronts simultaneously and holistically it 
could expect a significant uplift in performance that would feed through to its market value.   
 
The company has established The Innovation Pipeline (TIP) as a process to encourage 
innovation and to invest in promising ideas. However since inception the disclosed quantity of 
suggestions falls way below those seen by successful ‘human centric’ organizations like Toyota. 
If the report is accurate, it has produced 25,000 ideas between its launch in 2009 and the end 
of 2013 - an annual rate of approximately 2% from a workforce of 280,000. 
 
AT&T already invests significantly in traditional areas of research and development, spending 
about $1.7B annually or about 1.2% of revenues, but to what extent has it created the right 
environment for such investment to produce the best results? How does the R&D function 
integrate, for example, with the sales and marketing functions? What is the process for 
determining the specific areas for research? How is the R&D function measured and managed? 
The Annual Report and other company information provides makes no special case for its R&D 
function so we must assume it is no more mature or integrated than any other part of AT&T. 
 

Human capital risk management 
 
AT&T has numerous value opportunities from human capital but if it does not pay sufficient 
attention they will develop into competitive risks. Its human risk assessment is very limited in 
scope, failing to acknowledge any human capital risks outside of potential health and safety. Its 
latest 10-K filing does not disclose any material risk associated with its human capital. However, 

http://www.forbes.com/sites/larrymyler/2013/12/05/atts-innovation-pipeline-engages-130000-employees/#718b7c2d25c7
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failing to address material human issues (e.g. obsolete skills) and dealing with symptoms (e.g. 
employee re-skilling) rather than underlying causes (strategic misalignment and managerial dis-
integration) poses a significant, competitive risk that can significantly undermine long-term 
value.  
 
There is also a more general risk in not understanding the importance of human governance 
and strategic human capital management in an increasingly global, competitive market place: it 
is noted that AT&T is still primarily an ‘Americas’ company.  Any demonstration from AT&T that 
it does recognise the nature of this risk and is actively addressing it would warrant 
consideration for an upward re-rating.  
 

Evidence-based management 
 
All organizations must use evidence to a greater or lesser extent but being ‘evidence-based’ is 
not about the amount of evidence used, it is a strategic and operational mindset, embedded 
into its culture, that the quality and veracity of evidence is paramount. Everyone knows that the 
standard of decision-making is gauged by the evidence sought and no one in the organization, 
regardless of rank or seniority, can subvert or overrule this fundamental principle. Assessed 
against this exacting standard, AT&T rates well below the midpoint. 
 

AT&T’s competitive position 
 
Table 1. Relative market share 
 

 
 
AT&T is locked in a battle with Verizon for the leading share of the US mobile market.  Verizon 
is a more focused and less legacy-based company than AT&T and provides focused competition. 
In order to be profitable in this business AT&T needs to continually invest in equipment and 
licenses; to focus on cost minimization and customer satisfaction (including minimizing churn 
rate) and to constantly look for ways to innovate and offer additional products and services.  
 
Customer service and cost minimization are two of the four value variables that we define as 
comprising and driving value (i.e. output, cost, revenue, quality – what we call OCRQ). All AT&T 
staff should be imbued with this focus.  More importantly, senior managers have to balance all 

Wireless Telecom market share

2016 Q1 2015 Q1 2014 2013 2012 2011

AT&T 32.5% 34.0% 34.0% 34.0% 32.0% 32.1%

Verizon 35.2% 33.0% 34.0% 31.0% 34.0% 36.5%

Sprint 14.5% 16.0% 16.0% 18.0% 17.0% 15.4%

T Mobile 16.3% 16.0% 14.0% 13.0% 10.0% 10.7%

Others 1.5% 1.0% 2.0% 4.0% 7.0% 5.3%

Source: Statistica and others



14 
 

four variables to deliver the best total value.  We have found no evidence that this level of 
human value management capability is currently in place and this presents a large, simple, 
quick-win, value opportunity; especially when we view AT&T’s operating margin and churn rate 
below. 
 
Table 2: Operating Margin 
 

Compared with their peer group, AT&T’s latest 
operating margin is over 8 percentage points behind 
Verizon and 5 percentage points behind Comcast. 
This indicates a significant opportunity for value 
increases that will not be fully exploited with 
simplistic cost cutting such as headcount reduction 
or strategic switching (or by acquisition) from low to 
high margin products and services. This is because 
companies who ensure that their human capital is 
proactively and systemically engaged in constantly 
driving superior revenue generation and cost 
efficiency achieve the highest possible margins. 
AT&T has not adopted such a human capital strategy 
to gain such competitive advantage.  
 

 
Table 3. Churn rate 
 
AT&T is consistently turning over a higher proportion of mobile clients than Verizon; while the 
overall churn number is low AT&T’s rate has been between 8% and 13.5% higher over the last 
five years. Churn is a closely watched number indicating competitive capability and reflects the 
attractiveness of a carrier’s offering which combines financial and service features. Churn hits 
value on all four variables: costs of doing business increase, output (usage) falls, revenue 
declines and is a clear indication of inferior customer satisfaction. It would be good to see who 
is specifically accountable for churn but, more importantly, how AT&T addresses this on-going 
issue using a whole system approach to ensure the complex causes of the problem are 
identified and cross functional teams all understand who needs to do what to minimise the risk 
of value loss to the business.   

Company name 
Operating 

margin 

AT&T INC 16.19 

Comcast Corporation 21.66 

Verizon Communica... 24.69 

Level 3 Communica... 17.65 

Hewlett Packard E... 3.87 

America Movil SAB... 12.58 

Telephone & Data ... 1.21 

Time Warner Cable... 18.49 

Sprint Corp 4.51 

Consolidated Comm... 12.87 

Charter Communica... 11.94 

Churn rate 2015 2014 2013 2012 2011

Verizon 1.24% 1.33% 1.27% 1.19% 1.26%

AT&T 1.39% 1.45% 1.37% 1.35% 1.37%

Difference 12.10% 9.02% 7.87% 13.45% 8.73%

Source: Statistica and other

https://www.google.com/finance?q=NASDAQ:CMCSA&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:VZ&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:LVLT&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:HPE&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:AMX&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:TDS&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:TWC&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NYSE:S&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?q=NASDAQ:CNSL&ei=wqyXV7ixIcfesAHntIPQBw
https://www.google.com/finance?cid=663836&ei=wqyXV7ixIcfesAHntIPQBw
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Table 4. Lines of business 
 

 
 
Source: AT&T Annual Report 2015 
 
AT&T remains a company where revenues and earnings come principally from traditional 
landline phone services and mobile services. Given the maturity and competitive nature of 
these lines of business cost control is a core business driver. With its high employee count, 
AT&T employment costs are a correspondingly high proportion of total costs.  OMR analysis 
specifically asks whether such costs are managed as part of a full, value impact, equation 
(OCRQ).  For example, if AT&T’s business plan aims to reduce employment costs by, say, 5% has 
it calculated what effect this might have on the other value variables?  
 
On a broader front, will cutting people costs have a significant impact on their motivation, job 
quality, flexibility, innovation, collaboration and cooperation?  In short, what damage is done to 
performance from any deterioration in the relationship between AT&T and its 280,000 people 
when the focus on costs ignores the impact on output, quality of products and customer 
service?  There is always a risk in disconnecting and isolating variables from the whole system 
effect.  Does AT&T, with its conventional leadership, show any signs of being able to balance 
cost control with the other value variables and minimise any intrinsic conflict?  There is 
certainly room for improvement. 
 
Table 5. Earnings and profitability 
 

 
 
Analyzing the profitability and earnings by segment it can quickly be seen that traditional 
(business solutions) and wireless (consumer mobility) phone services remain dominant (73% of 

Share of revenue and earnings

2015 2014 2013 2015 2014 2013

   Business solutions 48.9% 54.5% 53.9% 59.3% 65.9% 62.0% 23.0% 21.8% 22.5%

   Entertainment Group 24.2% 17.2% 17.2% 7.2% -5.3% -4.9% 5.7% -5.6% -5.6%

   Consumer mobility 24.1% 28.4% 28.9% 35.2% 38.7% 40.8% 27.8% 24.6% 27.6%

   International 2.8% 0.0% 0.0% -1.8% 0.7% 2.2% -11.9%

Sub-total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 19.0% 18.0% 19.6%

Source: AT&T Annual Report 2015

% of revenues % of profits % Return on Revenue by line



16 
 

revenues in 2015); in addition these businesses contributed 94.5% of profits in 2015. It is also 
important that these two lines deliver significantly higher returns: business 23.0% and mobility 
at 27.8%. Therefore, as the mix in business changes, overall earnings will come under pressure 
unless margins in the core businesses can be sustained and even grown.  
 
Offering additional content through the DIRECTV acquisition offers this opportunity but 
effective integration requires skilful design of integrating systems; including the key human 
systems of communication, process design, learning, performance and, above all, cooperation.  
Together, these mark out the highly mature organizations from those that are dis-integrated. 
There is no evidence that AT&T has considered the human capital risks associated with the 
DIRECTTV acquisition. Human governance failure is a common source of acquisition failure or 
underperformance. Consequently, we consider this to be a material omission.  
 
Table 6. Market to book value 
 

 
 
Typically, companies that are capital intensive have lower market to book prices than those 
who are more “knowledge based”: the theory being that the company is generating an 
increasingly significant portion of its earnings from “assets” or capabilities not on the balance 
sheet. These types of ‘assets’ have traditionally been regarded as ‘intangible’, and problematic 
in terms of measurement, and have proved to be resistant to accounting conventions and 
methods.  
 
Maturity analysis, however, eschews any notion of ‘intangibility’ by demonstrating how such 
matters as leadership, culture, systems, intellectual capital, employee motivation and supply 
chain relationships are material to company performance and investment decisions. It also 
allows that a significant proportion of the company’s valuation can be attributed to its “brand” 
and distinctions have to be made.  
 
Company’s like Apple and Google have high “market to book” numbers; AT&T appears to still 
be seen as a capital intensive organization with a market to book number of 1.7 at end of 2015.  
This reflects 61.6% of the average market to book across the whole S&P base – again indicating 
an apparent “lower intensity” of earnings from knowledge. This is easily explained by the 

Market to book at Dec 2015

2015 2014 2013 2012 2011

AT&T 1.7 1.9 2.2 1.9 1.6

Verizon 14.6 12.0 4.0 3.3 2.9

Sprint 0.7 0.7 1.5 2.0 0.6

T Mobile 2.0 1.5 2.1 0.5 0.6

S&P Overall 2.76 2.83 2.58 2.14 2.05

AT&T as % of S&P 61.6% 67.1% 85.3% 88.8% 78.0%

Source Y Charts and others
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analysis presented throughout this review; showing no explicit, conscious attempts to heighten 
value from the very tangible human capital at its disposal. Furthermore, the method by which 
brand value can be distinguished is shown in Table 7. 
 
Table 7. Market to book, brand and ‘intangibles’ 
 

 
 
By adopting a different angle of view towards market to book value we can use the financial 
numbers and deduct the estimated brand value to see what remains. At year end 2015 AT&T’s 
market value was $214 B and its book value was approximately $122.7 B, giving an excess of 
market over book of $92.2 B. The value of the AT&T brand varies depending upon what 
organization is determining the valuation, however a figure of $89.49 B is one of the 
approximate mid-point figures that we have used. Once this is applied to the difference 
between market and book we see that what is left over is just $2.71 B; that is, the value of the 
AT&T brand accounts (and remember AT&T has a strong legacy brand value) for almost all of 
the premium and the market has added little extra. In other words, external observers would 
give AT&T very little credit for achieving any extra value from its capability in human capital 
management. 
 
Table 8. Cash Flow 
 

 
 
From the cash flow data it appears that the market believes AT&T will continue to invest heavily 
and, as a direct consequence,  sustain its earnings, cash flow and dividends. AT&T leadership 
has a tough balancing act though; its current levels of cash flow (expressed on an amount per 
share outstanding) of $6.95 is 80%+ committed to sustaining its capital re-investment program 

Market to book, brand and other (in $B)

2015 2014 2013 2012 2011

Book value $122.70 $86.40 $91.00 $92.40 $105.50

Market value $214.90 $176.88 $170.78 $195.94 $179.88

Premium $92.20 $90.48 $79.78 $103.54 $74.38

Brand value $89.49 $77.88 $75.51 $68.88 $69.92

Other "off book" intangibles $2.71 $12.60 $4.27 $34.66 $4.46

Source: various

Cash Flow allocation 2017 (Est) 2016 (Est) 2015 2014 2013 2012 2011

Cash flow / share $6.95 $6.70 $6.05 $6.04 $6.10 $5.70 $5.31

Capital spending / share $3.75 $3.50 $3.26 $4.09 $4.01 $3.49 $3.39

Dividend declared / share $1.96 $1.92 $1.88 $1.84 $1.80 $1.76 $1.72

Sub-total dividend plus capital $5.71 $5.42 $5.14 $5.93 $5.81 $5.25 $5.11

% cash flow paid out 82.2% 80.9% 85.0% 98.2% 95.2% 92.1% 96.2%

Source: AT&T Annual Report, NASDAQ and various
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and dividends. Therefore, to maintain confidence with its investors and keep its share price up 
its performance must be consistent. 

Financial market reaction to AT&T 
 
Overall it appears that the financial community likes what it sees with AT&T; the current 
dividend yield is about 5% making it attractive. The company has historically paid an increasing 
dividend and its financial performance has been seen as stable and predictable. The stock has 
been climbing steadily; as of July 11th 2016 the consensus of forecast among financial analysts is 
the company will outperform the market, a view that has been held since mid-2015; prior to 
that the consensus had been “hold;” Of 33 polled investment analysts the latest 
recommendations were buy (8); Outperform (7); Hold (14) and underperform (4). Berkshire 
Hathaway (BH) sold its AT&T stock in early 2016 but this was acquired as part of the acquisition 
by AT&T of Direct TV – a company that BH had invested in because it offered opportunity; with 
the acquisition by AT&T the investment no longer fitted the BH strategy of investing for growth. 
 
Value line rates the company as an A++ however the debt rating agencies lowered their rating 
on AT&T following the DIRECTV acquisition citing increased risks relative to debt and leverage. 
Moody’s is Baa1 with a negative outlook; Standard and Poor is BBB+ down from A. Continuing 
capital investment in both equipment and licenses has been – and will continue to be a key 
cash flow aspect of AT&T’s strategy. This rating/risk ‘gap’ is shown in the chart below. 
 

 
Chart 2. The rating/risk gap 
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AT&T is entering an important strategic shift; its traditional business has been driven by capital 
investment and market share through licensing. AT&T and Verizon have each held the largest 
shares of the US mobile market with each company vying for the larger share; in 2014 AT&T 
and Verizon both had 34% share; AT&T pulled ahead by year end 2015 but in Q1 2016 Verizon 
appears to be ahead at 35.2% versus 32.5% for AT&T.  While technology and re-investment are 
key drivers, areas such as innovation in services, accuracy of processes, quality and reliability 
and customer service are also key drivers to sustain share; in addition pricing is extremely 
competitive making “cost of service delivery” another core key driver. Another KPI is “churn 
rate” where AT&T has lost a slightly higher percentage of customers annually6 than Verizon 
each year for the last five years. These are identified in the AT&T annual report as key issues. 
 

Executive summary 
 
AT&T’s strategy is shifting as it seeks to deliver greater value to its subscriber base through 
technological innovation, continued focus on operational cost minimization and greater 
content. In achieving this, the company is seeking to combine the attributes of a “utility type” 
capital intensive culture with an innovative and technologically progressive “value adding” 
culture. Based on the strategic shift desired we would see the following as key risks to AT&T: 
 

 Impact on human capital value contribution through cost cutting goals (of $2.5B) from 
integration of DIRECTV; 

 Impact on management and leadership focus on core businesses during both integration 
and strategic shift (does the “system” have the capacity to undertake these changes in 
parallel?); 

 International expansion and ability to both manage human capital systems across 
cultural boundaries and integrate technologies and capabilities; 

 Impact on cost base of increased commitment to employee development while at the 
same time keeping overall costs in line with those needed to sustain profitability; 

 Managerial and leadership capability as the desired change in culture is taking place; 

 Impact of attempting to develop a collaborative and cooperative approach with an 
increasing number of 3rd party partners necessary to deliver the strategy (not just 
DIRECTV but also Intel and others who are centre stage on developing enhanced 
networking capabilities) 

 

Conclusion 
 
To succeed in its strategic shift from a capital intensive industry to a knowledge based business 
AT&T will need to bring all of these human capital initiatives together in order to build its 
“intangible assets” within a modified culture that embraces the best of the past and the needs 
of the future; current financials reflect almost no added value being generated from this 
capability. Current financial reporting provides pieces of the puzzle but not a holistic overview 

                                                             
6 See above also for churn rate statistics. 
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of how critical these changes will be to future success. The company identifies a number of risks 
to future performance in its annual report which include the following:   
 

 Continuing growth in our wireless services will depend on continuing access to adequate 
spectrum, deployment of new technology and offering attractive services to customers. 

 Changes in available technology could increase competition and our capital costs 

 The current U.S. economy has changed our customers’ buying habits and a failure to 
adequately respond could materially adversely affect our business. 

 Increasing competition for wireless customers could materially adversely affect our 
operating results 

 Increasing costs to provide services could adversely affect operating margins 
 
The focus appears to continue to be driven by the traditional approaches; one could conclude 
that while the strategic shift has been recognized and is being acted upon there is not a clearly 
understood and deployed approach to the culture shift required. 
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Corporate Purpose Part 1. Does the organization have a clearly stated 
purpose? Part 2. Societal purpose. Does the purpose of societal value 
have clear primacy in this organization?

3 0 0.0 3.00% 0.00

2
Value Does the organization define 'value' and is it reconciled with MI's 
definition (OCRQ)

5 0 0.0 5.00% 0.00

3
Market &Intrinsic value What are the primary determinants of the 
company’s ability to sustain its present value today and into the 
foreseeable future?

10 0 0.0 2.50% 0.00

4
Coherence between market & human values  To what extent is the 
organization’s business and/or operating model predicated on 
reconciling its (market) value with changing societal values?

10 0 0.0 2.50% 0.00

5
Governance Does anyone on the Board or one of its committees, or the  
Executive, hold specific responsibility for human governance? 1 0 0.0 2.00% 0.00

6
Trust To what extent are the leadership and management team trusted 
by customers, employees, and other key stakeholders?

10 0 0.0 4.00% 0.00

7 Values Have at least 3 core values been expressed by the organization? 6 0 0.0 2.00% 0.00

8
Principles Name up to 3 of the most important principles espoused and 
adhered to by the organization.  

6 0 0.0 2.00% 0.00

9
Value potential To what extent does the organization seek to maximise 
the value it generates from all of its human capital – both directly 
employed and within its supply chain and wider society? 

10 0 0.0 3.00% 0.00
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10
Vision How far into the future does this organization see and mentally 
plan?

25 0 0.0 2.00% 0.00

11
Mission Identify the top, specific priority that must be achieved within 3 
to 5 years.

2 0 0.0 2.00% 0.00

12
Accountability What are the Board and CEO accountable or responsible 
for?  5 0 0.0 3.00% 0.00

13
Strategic cohesion To what extent do leadership, management and staff
understand and work cooperatively towards a coherent set of strategic 
goals?

10 0 0.0 3.00% 0.00

14
Culture What evidence is there that the Board recognizes and 
understands the importance of organizational culture and is it being 
monitored effectively?

10 0 0.0 3.00% 0.00

15
System To what extent does your organization operate as a coherent 
and cohesive whole system? 

10 0 0.0 3.00% 0.00

16
Business planning  To what extent are improvements in the 
organization's capability in human capital management specifically 
factored into its current business plan? 

10 0 0.0 3.00% 0.00

17

Evidence‐based management (EBM) 
Is the core management, decision‐making process evidence‐based in 
principle and practice?

10 0 0.0 3.00% 0.00

18
Never‐ending, continuous improvement  To what extent is the 
philosophy and practice of never‐ending improvement embedded 
throughout the whole organization?

10 0 0.0 3.00% 0.00

19
Quality system Does the organization have a quality system and, if so, 
to what extent is it applied?  

10 0 0.0 3.50% 0.00

20
Innovation System Does the organization have a system to measure the 
rate of innovation of the entire workforce (including suppliers) and, if 
so, to what extent is it applied?

10 0 0.0 3.50% 0.00

21
Performance management system (PMS) Is there a performance 
management system  in place and is it widely and effectively followed to 
continuously improve TSV?

10 0 0.0 3.50% 0.00

22

Learning & knowledge To what extent is this a learning organization 
that continuously and expeditiously aims to acquire and apply 
knowledge, expertise and experience to continuously create more value 
and reduce risk? 

10 0 0.0 4.00% 0.00



23
Identifying the specific value  impact expected from human capital  To 
what extent are business improvements based on linking human capital 
to the 4 value variables OCRQ?

4 0 0.0 4.00% 0.00

24

Return on human capital   Has the organization adopted a discipline of 
linking human capital directly to financial returns by completing an ROI 
calculation? 

ROI = Net Benefit ÷ Cost x 100%

2 0 0.0 3.00% 0.00

25
Cooperation To what extent is the organization characterised by willing, 
active and enthusiastic cooperation all the way from leaders and 
managers to the most junior job roles and suppliers?

10 0 0.0 3.50% 0.00

26
People risk To what extent does the organization have a comprehensive 
system for measuring and assessing the current  level of human capital 
management risk within the organization?

10 0 0.0 5.00% 0.00

27
Remuneration & Reward  Does the organization adopt and adhere to a 
clear set of key principles to underpin its remuneration and reward 
policy and link it directly to TSV?

10 0 0.0 3.50% 0.00

28
Communication system How much importance does the organization 
attach to communication and is there a system in place to ensure it is 
working?

10 0 0.0 3.00% 0.00

29
Organizational agility, adaptability and flexibility  How well does the 
organization adapt to changing market conditions with a minimum of 
risk, cost and business disruption? 

10 0 0.0 3.00% 0.00

30
Stakeholders Whose interests, among all of the organization's specific 
stakeholder/s, appear to be afforded primacy?

5 0 0.0 3.00% 0.00

31
Decision making environment To what extent would you describe high 
level decision making in your organization as collegiate?

10 0 0.0 3.00% 0.00

32
Authenticity The size of the gap between the organization's statements, 
external communications and claims of success, relative to the reality 
found in the evidence.

10 0 0.0 3.50% 0.00

Totals 274 0 100.00% 0.00



DATE:
10 Indicators (traffic lights in green) Group weight % OMR total Traffic lights

1  Purpose (questions 1,2) 8.00% 0.00 0.00
2 Value (1,3,4,9,31) 14.50% 0.00 0.00
3 Human governance (5,6,7,8,26) 13.50% 0.00 0.00
4 Human capital utilisation (13,14,15,17,24,25,28) 22.50% 0.00 0.00
5 Business strategy (10,11) 4.00% 0.00 0.00
6 Whole system thinking and management (16,29) 6.00% 0.00 0.00
7 Evidence based decision making (18,22,32) 9.50% 0.00 0.00
8 Improvement engine (19,20,21,23,30) 17.00% 0.00 0.00
9 Human capital risk management (27) plus see Risk Grid if used 5.00% 0.00 0.00

10 Supply chain (14, 16, 17, 19, 20) 15.50% 0.0 NB. Not re‐included in 100% total to avoid double counting 0.00
Total (NB. Excluding 10 ‐ Supply Chain) 100.00% 0.00

OMR rating using AAA scale Q. Score
Range from  …. To 1 0.00

AAA 95.01 100.00 2 0.00
AA+ 90.01 95.00 3 0.00
AA 85.01 90.00 4 0.00
AA‐ 80.01 85.00 5 0.00
A+ 75.01 80.00 6 0.00
A 70.01 75.00 7 0.00
A‐ 65.01 70.00 8 0.00
BBB+ 60.01 65.00 9 0.00
BBB 55.01 60.00 10 0.00
BBB‐ 50.01 55.00 11 0.00
BB+ 45.01 50.00 12 0.00
BB 40.01 45.00 13 0.00
BB‐ New default  35.01 40.00 DEFAULT 14 0.00
B+ 30.01 35.00 15 0.00
B Old default 25.01 30.00 16 0.00
B‐ 20.01 25.00 17 0.00
CCC 15.01 20.00 18 0.00
CC 10.01 15.00 19 0.00
C 5.01 10.00 20 0.00
D 0.00 5.00 21 0.00

22 0.00
23 0.00
24 0.00
25 0.00
26 0.00
27 0.00
28 0.00
29 0.00
30 0.00
31 0.00
32 0.00

0.00





Maturity Institute's 10 Pillars
1 Value motive
2 Human capital
3 Whole system
4 Learning organization
5 People risk
6 Integrating business/people strategy
7 Never ending improvement
8 Trust
9 Performance
10 Communication

10 Pillars link https://goo.gl/KQZtGZ 

MI Strategic Framework
The OM30 is primariliy built on the 10 Pillars and the Strategic Framework
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