HR Strategic Issues Council

Notes from La Jolla Meeting, February 2004

Building High Performance Organizations

Business-driven or HR-driven impact?

· The Accenture model, as interpreted by Jim Benton, is intended to demonstrate the impact of human capital processes on human capital capabilities and, in turn, on key performance drivers, which then impact business unit results (see Accenture articles)
· However, their initial research has focused on current practices and their correlation with capabilities.  They have not yet attempted to obtain performance or business results data.  Linking all four levels would be exciting, but has not yet been done.
· As strategic HR leaders working to build a high performance organization, we need to apply the model in reverse as the strategic approach:  target business performance, determine the necessary organizational capabilities, and then in turn determine the necessary supporting functional HR processes. (see the model in Jim Walker’s handout, “Leading the HR Evolution”)
Understand drivers of performance

· Culture surveys indicate drivers of engagement and commitment; also analysis of employee satisfaction scores/profitability by site show the impact of engagement/motivation
· Causal relationships are rarely shown; companies assume that investment contributes to results, goal achievement

· Time frame matters (long term versus low scores during restructuring)

· Some units may not need high engagement -- shift mix/costs to improve performance.  High engagement may entail higher costs – which may not be justified.  What is the appropriate “deal” for each workforce segment?
· Aim is not to justify investments (ROI) but to gain workforce insights – a business must do more to succeed long term than satisfy financial targets
· CLC conjoint analysis found that turnover related to quality managers (high intent to leave, subsequently leave, quality of their managers) (as does Gallup Q12 and others – “People don’t leave bad companies, they leave bad managers.”)

· Sometimes organizations have low turnover, low engagement which can be a productivity, decision making and innovation problem

· Data in overseas locations not easily interpreted

· Ultimately need to zero in on individuals (and no one seems to take advantage of technology to get that level of feedback.)

· Multiple levers/processes are required to achieve results.  All levers may be important, but which areas to focus on first, how deep, how fast?  Wherever you focus, do it right, complete.

· P&G, J&J regarded excellent in business focus, performance driven, use data to support; Wall Street tends to look to the CEO and senior management as the drivers of high performance
· Early OD approaches (empowerment, open book, self managed teams, participative management) took too much time, patience, and leadership to achieve results.  Today less consulting is done in this area, and applications are created in-house, primarily in manufacturing settings. (yet “emotional intelligence, coaching, mentoring, communities of practice and other “OD” approaches are in use, often without HR involved.) (Perhaps teams and “participative management” have become expected as the norm.)

Performance appraisal and rewards

· Individual rewards still the preferred approach, and some movement toward pay at the group level, but we don’t implement either very well

· Lawler article (“Reward Practices and Performance Management System Effectiveness,” Organizational Dynamics, Volume 32, Issue 4, November 2003, Pages 396-404) indicates that forced distribution appraisals should not be related to terminations or financial rewards.  

· Preferably, appraisal ratings are distributed according to guidelines (not forced) and then calibrated across the organization. (If, indeed ratings are needed at all).

· Forced distribution systems applied in technical/engineering organizations seem to automatically have an adverse age impact.

· Too often forcing action on lower performers simply “churns average employees” (replacements not much better and company has unnecessary added costs).

· Lawler is still strong on bonuses for performance, base pay for skills/market value (not merit pay).  

· Aim of performance management should be to drive strategy implementation, not to drive a bureaucratic allocation of rewards. (Performance management –done right – should be the platform for related HR processes – pay, promotion, etc. They are all intertwined, thus making the measurement and causality so hard to do.)

· E-enabled performance processes are becoming more common (45 vendors reported), but reduces interpersonal interaction (“no blood or sweat”).  If wish e-enabling, develop internal system to match culture, meet specific organizational needs.

Values

· Important today to make values explicit (vs. emergent values), also drive them with authenticity

· Values important (behave to values once stated); companies imbedding these in pm, multi-rater feedback

· Some companies tying to consequences (pay, removal), celebrate exemplary managers (GE two-by-two is classic example. If you are high performance and low values you’re not staying.)

HR Metrics

· Put key HR metrics into business scorecards; the relevant metrics depend on the strategy, values, and the nature of the business; they should be customized.
· Retention and leadership development – 30% of business weight 

· Board asks for metrics on retention and development 

· There seems to be a lot of good work on HR metrics around the wrong issues.  As a result, lost in tactical, efficiency measures. ( HR tends to count what they can, instead of measuring what really counts.) 

· How do you measure discretionary effort, attitude, trust, customer experience, etc.?   

Managing workforce differences

· Generational differences less important than life stage differences

· Survey responses differ from behavior

· Managing workforce differences versus working toward common philosophy, practices.—the goal and rationale must be clear.
Human Resource Evolution

HR Outsourcing 

· Entrants are striving to grow the market and their position (Fidelity, Exult, Mellon, Hewitt, etc.).  Council would be interested in knowing more about the experience to date (from client perspective) and how the services are evolving (coming shakeout?)

· Outsourcing may be driven by cost, but reality is that service quality, “treating people right”, and maintaining intellectual capital/core capabilities are concerns. (Outsourcing is also driven by need to make drastic and hard changes to HR operations, often costing more in the short run.)

· Need to develop process wisdom – know which to beef up, simplify, outsource, redefine (evolution); one company established an HR Operations Center to review end-to-end processes (initially focusing on ER and recruiting/selection) (Focus on process needs to be clear – as with functional silos, you can end up with “process tunnels”)

HR Role Evolution

· Concern now is on the “Remainder HR” – those staff staying with the company.  

· HR should bring to management a strong “people” perspective – it contributes to business thinking by bringing this perspective and expertise

· Important for HR leaders to have an “Informed Opinion”.  Should know what it believes should be done and why (not just respond to management requests)

· Some have consigliore role (advisor to execs, influence them and make them feel good), which may conflict with the objective, independent, assertive consulting role.

· Still believe that generalist role vital to serve clients and give professionals exposure to multiple functional areas and to client-focused issues – but that the role is transitional (someday will evolve to OE consulting).

· Companies have found that strong operational/relationship role is vital; and have created consulting/OE centers of expertise to address issues.  Others have eliminated OE consulting roles and expect HR partners to do this as primary focus.  Still a controversy as to vision, what works best, expect both.

· Generalists navigate their degree of involvement (e.g., talent search/selection) and their roles/relationships

· “Junior HR professionals” get experience first in COEs; Skill sets similar for specialists or generalists; whether staff are based on unit HR teams or in COE/centers depends on geographic spread, business organization

· COE/HR Generalist handoff critical, requires teaming and trust (often an issue)

· Important that OE is business strategy execution, aligned with specific issues and business needs.

Senior HR Leader Succession

· Question whether more top HR executive roles are being filled by line talent.  And what are the reasons/expectations (turnaround, rotation experience, alignment with CEO, etc.)

· Technical organizations have relied on line talent (now Microsoft has HR pro at top; Lisa Bender at Mitre was first HR pro at top, Mike Croxson left HR to be company President, with focus on people.).

· Reactions of key successor talent (passed over)?

· And reverse, HR leaders going to line assignments? (a rare occurrence.)

· Big question is future expectations of HR executive, level of impact, reporting level.  How is the role/job spec changing?  (HR function as a “subcontractor”, not a key player?)

· May not be a strategic business partner on the team (and on the proxy), but at least “understand the business and bring a unique, valued perspective”

HR Strategy Integrated with Business Strategy

· HR needs to facilitate a business-driven agenda for managing people (not just capabilities development, OE for its own sake).

· Yet HR can’t come up with the grand “people strategy” and force it on the organization.

· How to define business issues, people issues, shape HR initiatives/strategies and integrate them with business plans.  Who owns it, who is involved, steps.

· Council members cited examples of their strategic impact – shaping a single sales force, driving global/regional priorities, anticipating technology impact on people and work, reorganizing the business, etc.

Business-Driven Issues 

Talent Segmentation

· Idea is to focus on different segments of the workforce (skill groups, organizational units, locations) and drive high performance with the right levers

· Focus on “difference makers” (critical talent); high energy, positive 

· Possibly overemphasizing critical talent at expense of other segments

· Work is being done to look at talent as supply chain.  Firms looking at age group differences.  Also studies by Concours Group on workforce segments (“Demographics is Destiny”).

· Be honest about role of top team – see Who Really Matters – The Core Group, by Art Kleiner. 

Outsourcing/Offshoring

· Need an “informed opinion” on facts, trends, implications, as such actions are becoming social/political issues influencing decisions

· The overall goal seems to be to offshore work that can be performed adequately at a lower cost, thereby freeing up time and capital internally for other valued activities

· Interested in experience of GE, IBM, others.

Global/Regional Strategies

· Moving from “one fits all” strategies to address more localized cultures and needs

PAGE  
2

