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Workforce architecture is the first step in shaping talent strategies and understanding the strategic capabilities of the people who comprise the business.  It is a way to consider how the various segments of an organization’s workforce may be managed differently to reduce costs and ensure needed skill sets.  
Organizations get their work done through an appropriate mix of arrangements with full- and part-time employees, contractors, outsourcing partners, and vendors.  They are all part of an organization’s strategic capability, value chain/ business model, and brand. 

Companies have traditionally managed workforce segments differently (e.g., leadership cadre, R&D, sales, non-exempts, service center personnel). An architecture requires a “step back” to rethink how an overall organization will get work done and achieve organization goals more effectively and with greater flexibility.  However, it is not merely a matter of different terms and conditions (value propositions).  The broader objective is to align different segments of the workforce with different strategic requirements, cost structures, work and skill characteristics, and other dimensions.  How these segments are managed is critical to effective business performance.
A business can improve its performance by managing its workforce strategically.  Changing the mix of talent and the management of that talent enables different types of work to be performed more effectively and at optimal cost.  Rewards, talent management, and the value propositions for different workforce segments can be tailored to the demands/opportunities presented by business strategy and workforce changes.  
Talent strategies may include:
· Alternative staffing models (e.g., part-time, contingent, contractors, outsourcing)

· Hiring strategy and focus (different talent sources, different skill sets and talent mix, different experience levels)

· Pay and benefits – market position, internal equity, flexibility

· Performance management – differentiation, team vs. individual goals

· Training and development priorities and focus

· Succession and leadership – mobility, investment in development
Too often companies change strategies (e.g., outsource) without looking at the effect on the whole.  Also, they are often reluctant to create different value propositions for segments of the workforce (e.g., different benefits, pay systems, employment or contractor arrangements), which might endanger a common culture.
This paper presents a conceptual approach to defining workforce architecture and addressing the requirements of different segments, relative to strategy.  It includes examples of applications by five organizations and identifies preliminary insights and issues for consideration.  
I.  CONCEPTUAL APPROACH

It is useful to examine the overall workforce before addressing specific workforce issues and strategies.  Workforce actions often focus on “low hanging fruit” and miss larger, but more difficult changes.  Looking at all principal workforce segments ensures that significant opportunities are not missed.  A wider range of opportunities may be identified and evaluated.  Specific talent strategies  with the greatest potential business leverage can then be identified..
Creating a “big picture” architecture prompts thinking about the business drivers (What work needs to be performed, at what level of quality?) and workforce drivers (How is the supply and the competition for needed talent changing?).   This prompts thinking about appropriate segmentation of the workforce and opportunities for leverage (Where should special attention be directed?).  Further analysis prompts new thinking about value propositions for the various segments – the terms and conditions provided and the cost implications.  
Considering  workforce architecture may be intensive and data based, or it may be a more informal exercise in logical thinking as a prelude to development of supply-demand forecasts, talent strategies and changes in talent management systems.  A quick analysis can identify opportunities to be studied in depth.  The approach to initial analysis and workforce management depends on the size of potential opportunities, the culture of the business and the expectations of executives.

[image: image1.emf]Revised 9-25-04  Jim Walker and Andy Merryman 2

Workforce management

ARCHITECTURE

Business drivers and 

workforce requirements

Profiles of relevant 

workforce segments

Alternative Value 

Propositions/Cost 

implications

SUPPLY-DEMAND 

FORECAST

Future requirements, future 

supply, gaps to be addressed

TALENT STRATEGIES

Acquisition, selection, 

deployment, development, 

rewards consistent with the 

value propositions and the 

“brand”

Costs, risks, value added –

business case

TALENT MANAGEMENT 

SYSTEMS

Supply chain concepts applied

Internal assignment and 

redeployment, etc.


Business Context
Businesses are looking for ways to be more agile in pursuing opportunities for profitable growth.  They also want to reduce workforce costs to remain competitive, especially with overseas competitors or companies doing off-shoring of work.  Organizations are becoming more virtual, with a smaller permanent core and more varied means of securing talent to perform work.   These developments call for new ways to provide value that is distinctive or differentiated (e.g., speed, agility, quality, responsiveness, innovation).  

As a first step, it is critical to determine the impact of business requirements on the workforce:

· Business model changes, new strategies, new investments, and their implications

· How the work is changing or should change
· How the workforce (internally and externally) is changing or should change

· Competitor trends, industry best practices

Identification of opportunities by workforce segments will enable a business to take the most appropriate action, and keep talent aligned with business needs.  Specific actions typically include:
· Redefining functions/talent requirements and sometimes restructuring and/or relocating functions)
· Outsourcing and/or off-shoring work

· Shifting staffing patterns (e.g., part time, contract).

· Changing retirement or other benefit programs
· Reducing costs in certain segments, freezing hiring
· Changing compensation (e.g., pay relative to strategic impact instead of market, changing market pay positioning)

· Enriching the “deal” for critical talent

IBM has sought to reduce its core staff and rely more on an “on demand” workforce, available to perform work and roles to meet “on demand” business needs.  The idea is to match the way it does business internally with the way it fulfills commitments to customers.  The company already has rapidly expanded its cadre of “complementary” employees and its reliance on external resource relationships.  It is, in fact, the largest customer of Manpower, Inc.
A clothing company relies on a cadre of professionals for marketing, clothing design, and project management/delivery.  Manufacturing and distribution is all outsourced to firms globally.  The core competence of the firm is marshalling all of the key elements to provide goods at a time and cost to their customers (retailers) that are profitable for all parties.  The in-house “product manager” professionals are the critical core of the business.

Creating a Framework for Examining Segments

Workforce architecture is a strategy-based logic and structure for managing the talent in an organization.  In computer science, architecture is the overall design or structure of a computer system, including the hardware and the software required to run it, especially the internal structure of the microprocessor.  Similarly, a workforce has an architecture and appropriate practices and systems.  
The elements of workforce architecture are workforce segments -- distinct categories of work requiring distinctive skills, traditionally a function or job family.  These require talent from skill or occupational groups needed for effective business performance.  Sometimes workforce segments are represented in a single organizational unit (e.g., customer service, finance).  More often they are distributed across organizational units (sales, engineering, and leadership).  
It is useful to use a matrix, or grid as a framework for examining workforce segments.  One dimension in the grid should represent business impact – the importance of segments, by some measure relevant to a company.  The other dimension should represent the scarcity/cost of the talent, reflecting the complexity of the skills, the time to develop such skills, or difficulty of recruiting such talent.

Business Impact.  To evaluate workforce segments, it is important to consider the demands of the business model – the impact of the talent on business performance:
· Business impact/consequences of insufficient supply of this talent?  If significant (even catastrophic), the segment requires special attention.  

· Competitive differentiation created by this work, in the eyes of the target customer?  If it is significant, the segment requires special attention.

· Proprietary nature of work/ confidentiality, sensitivity required?  If so, the segment requires special attention.  If it is more generic and public, it does not.

· Size of the segment?  Is it worth bothering with – what is its impact on overall operations and costs?
Talent Scarcity/Availability.  It is also important to consider the availability of the needed talent:
· Time to develop capable talent from current pipeline or hiring?  If it takes a long time, the segment requires special attention

· Internal supply of capable talent to meet needs?  If there is an expected shortfall that is significant, the segment requires special attention.

· External supply of capable talent to meet needs?  If there is a tight labor market (or a shortage is expected), the segment requires special attention.

Once the relevant factors are determined, they may be used to array workforce segments.  Using business impact and talent scarcity as the dimensions, a useful grid is as shown below.
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· The critical core (upper right quadrant) includes talent segments that are vital to the successful performance and growth of the business.  Workforce management calls for investing and developing this talent, with emphasis on motivation and retention as “Most Valuable Players”.  This talent segment usually “defines the brand” of the business – they set and drive the standard, the direction, and the pace of the business. 
· Dedicated talent (upper left quadrant) are important to the business, but may have less complex skills, and hence be recruited and developed more quickly and easily.  They have significant impact on performance (customer relations, sales, delivery, etc.).  Workforce management calls for meticulous recruitment, screening, and selection of talent, and investing in actions to develop and retain talent to meet changing business needs.
· Mastery-level professional talent (lower right quadrant) includes segments of talent with high skills.  They are often difficult to recruit or develop, but are sometimes needed on a variable basis by the business.  Workforce management often calls for establishing reliable sources of talent, part-time and contingent relationships, or outsourcing to specialized vendors/partners.
· Market talent (lower left quadrant) includes segments that perform work that is not unique to a company, with skills that are generally available in the labor market.  Workforce management calls for flexibility in hiring and staffing, with emphasis on screening and selection, short-term training, and performance/cost (productivity), as well as outsourcing.
The idea is to determine how each workforce segment may be defined and managed to best achieve organizational goals.  Each segment will have its own “value proposition” reflecting rewards and other aspects of the work relationship.  

In some ways, organizations have long treated different workforce segments differently – providing higher pay or bonuses for tough-to-recruit talent, providing different HR systems (recruiting, training, etc.) in different groups to meet different needs.  Sometimes certain skill groups have had different value propositions, tailored to match or exceed those offered by competitors for talent.   Sometimes companies tailor workforce segment differences to increase the value/retention of talent as a factor in differentiating business performance (e.g., customer service, research and development, intellectual property).
Internal and External Enablers and Constraints

Certain conditions enable changes in how workforce segments are managed.  Other conditions represent constraints on change.  Whether new value propositions may be implemented require consideration of such factors as the following:

· Organizational culture supporting development and change?  Is it adaptive and experimental?  Or is it rigid and change resistant?
· Tolerance of differences?  Will the organization accept different treatment among segments – or does it press for common programs and practices across the workforce?

· Work mobility?  Can work be shifted elsewhere (to different organizations or locations or be performed at different times)?  Is it highly mobile?  Or fixed?
· Contractual obligations to workforce?  Do business contracts or union agreements establish fixed, long-term commitments to workforce configuration?  Or is flexibility in the near- or intermediate-term possible?
· Regulatory environment?  Is the work and staffing highly regulated, creating significant barriers to innovative approaches?  Or is there autonomy and freedom to act?
· Public relations impact of potential changes?  Could adverse publicity be damaging to the company and the brand?  Or are potential public relations issues manageable?
II. APPLICATIONS
Five organizations shared the following information about how they are aligning their workforce with strategy using the lens of workforce architecture/segmentation.  These examples indicate how the concepts are evolving in practice.
Southern Company

Southern is the leading electric utility in the U.S., based in Atlanta.  With regional business subsidiaries, power generation subsidiaries, a transmission and distribution function, and relevant functional units, the company is becoming more a more integrated corporate-wide enterprise.  Strategic priorities are:
· Continuing revenue, top quartile earnings, and increased cash flow
· Service and customer satisfaction, marketing, and community satisfaction/development of new market opportunities
· Continuing need to reduce labor costs, improve organizational efficiency and productivity

· Desire to build a high performance culture with responsibility for results through increased engagement and results-driven leadership
· Aging work force, with a risk of losing critical skills through retirements
· Workforce diversity is desired to enhance performance, customer focus and external relationships 
The company has a strong culture of regional business units and business functional units that value their differences.  Though subsidiaries are similar, functions across the company have very different HR needs – one size really doesn’t fit all.  This approach helps the company differentiate between important governance issues and legitimate exceptions.  This allows us to more effectively apply talent management and rewards strategies to different parts of our workforce.
As a result, Southern sees opportunities to reduce costs and to enhance recruitment, retention, and commitment by tailoring communications and rewards to different workforce segments.  At the same time, the company is working to pursue themes that will build a common culture and “one company” attitude in order to achieve synergies and collaboration on company-wide initiatives.   It is therefore important to differentiate workforce segments where gains may be achieved through differential treatment, while recognizing important governance and culture issues.

The factors most relevant in the Southern Company workforce are the size of the segment (is there scale leverage that justifies investment of attention and resources?) and the uniqueness of the segment (how important is it to business/technical performance? Are the skills and knowledge proprietary?  How difficult are the skills to replace or develop?).  

The resulting matrix (attached) arrays selected segments (functions or business units) according to these dimensions.  This matrix is being used by Southern Company to identify specific opportunities to adapt HR systems (rewards, hiring, development, communications) for specific segments.  

An aim is to concentrate attention and resources on the large segments that are distinctive to Southern’s business.  These segments (perhaps a third of the segments) warrant more attention and resource investment – and different HR systems and practices.   
Talent in smaller and less unique segments may be recruited from the external labor market, or the work performed by outsourcing.   The aim of analysis in these segments is the identification of opportunities to reduce costs and improve flexibility in support of changing business needs.
Accordingly, an initial focus is on leadership talent across the organization, a workforce segment that is costly and vital to continued business success.
· Clarification of career paths for general managers, who progress through large and unique utility functions and business units, to match the supply of talent with future needs. 
· Reconsideration of development and succession of talent within smaller, not-so-unique segments (e.g., staff functions), with greater emphasis on recruitment of experienced talent in external labor markets.   
Additional opportunities being evaluated include:
· Considering changing workforce needs in staff areas such as Finance, relative to outsourcing options, availability of talent externally vs. the need to develop talent within, and specific segment issues relating to work content, productivity, costs, and skills.
· Reconsideration of large segments that are not necessarily utility-unique (e.g., customer service, IT, Accounting, Administration and Marketing) to align workforce composition and HR systems with future requirements and productivity/cost improvement opportunities.
· Considering whether HR, now viewed as a small and non –unique function, like Auditing and Procurement, should instead be regarded as unique to Southern Company, and therefore require specific skills to perform new roles.
From a functional human resource point of view, a major opportunity exists in an examination of “total rewards” – all forms of pay, benefits, and recognitions offered to employees.  Alignment of rewards with strategy for specific workforce segments will enable more effective recruitment of desired candidates, retention of key employees, engagement of employees, and desired flow of talent into, through, and out of the company based on workforce plans.  A total rewards approach will also ensure alignment of various rewards programs/components, substitution/redefinition of elements (e.g., security, development opportunity, work flexibility), and prioritization of labor costs.
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Deloitte

Deloitte is the nation’s largest professional services firm.  For several years there has been industry consolidation and tumult resulting from the failure of Arthur Andersen and new regulation.  In response, Deloitte is now focusing on profitable growth, delivering robust audit services, building other services, and retaining clients and market share.
Several factors are concerns for Deloitte:

· The new intensely-regulated environment, with a continuing intense competitive environment, makes performance more difficult.
· Unforgiving demands of Sarbanes-Oxley creates stress on partners and staff.
· Higher costs are difficult to pass along to clients; there have been increases but they have met some resistance.
· Partners and staff are often less willing to take responsibility (and advance into leadership roles), given the business risks, hours and performance demands, and perceived limited opportunities for increased rewards.

As a result, the firm is rethinking workforce architecture and strategies in order to survive in the new environment.  Because much of the workforce is “fixed” as career employees, a higher proportion could be variable – including flexible or contingent, offshore, or outsourced employees.  Adding a larger variable component to the workforce would help avoid abrupt staff reductions and expansions.  Multiple employment alternatives and value propositions would allow greater flexibility to the firm and attractive options for individuals.  

In a recent management presentation, the HR function examined its various workforce segments impact on Deloitte’s ability to execute strategy and the time required for skill maturity.  For example, Deloitte consultants (entry level or experienced) might have the options of progressing to management roles, remaining as high-performing contributors (project team members, specialists), or shift to contingent relationships.  Greater flexibility would change the traditional “up or out” culture of careers for many people.  

Multiple initiatives are seeking ways to:
· Improve workforce-related costs

· Build a more flexible, lean, higher performing workforce

· Enable younger people to understand and support the new focus, purpose, image (identity of the firm)
· Retaining younger people who don’t want to advance to leadership roles
· Obtain and retain senior and experienced talent under different terms and conditions

· Provide many different ways for people to work and stay

· Be proactive and explicit in providing/communicating attractive career opportunities, provide more options/career choices, and make the rewards more attractive at each level (“Do well and your life will get better”).
Recent initiatives have included:
· Redefining leadership positions (accountability, legal scrutiny, and adequacy of rewards)
· Rethinking the way work gets done, what kinds of jobs are needed and what work might be performed by part-time or contingent employees 
· Implementing a web-based “Career Connections” to offer employees coaching and  information relating to next steps in their careers within Deloitte

· “Personal Pursuits” program which enables participants (19 women, one man) to be out up to five years, but to keep a mentor and to stay certified.

Workforce changes have been implemented in recent years in efforts to optimize the recruitment and retention of critical staff (e.g., market-based pay, special bonus arrangements for “hot skills”).  Also, changes have been made to optimize the cost structure and flexibility of segments where workload is variable (e.g., tax preparers, audit staff, systems project consulting).    
A current priority is to focus on the workforce in terms of critical retention points – by addressing different expectations of different segments.  
· Senior Consultants: young people with 4 – 5  years experience, valued in client relationships – need to anticipate their concerns and needs; they get restless (turnover at senior consultant level)

· Managers:  5 – 8 years, primary project talent, key technical staff – need to motivate them to continue performing well and develop client service and managerial skills needed for career advancement.
· Senior managers:  8 – 14 years, who may or may not have opportunities to become partner -- need to make the role attractive on a career basis (recognition, rewards).
Also, rewards and other human career practices may be differentiated according to performance level – with more varied choices provided to the highest performers (one third of staff)

Pitney Bowes

Pitney Bowes started out as a postage meter company more than 80 years ago and now provides office technologies and services that support business-critical communications.  Customer solutions include a wide range of mailing and document technologies, efficiency management services and management expertise.  

The company faces a highly competitive business environment, with price-sensitive customers.  Hence cost management is critical.  After decades of centralizing the lines of business, the company is considering a shift to a stronger regional structure, with cost reduction and increased customer focus/alignment as objectives.
Currently the company is examining the cost structure of each workforce segment in terms of leaders and managers, call centers, sales, service, administration, and manufacturing.  They are considering:

· The work being performed – is it core/non-core?  How critical is it to the success of the business?
· Costs that are tied to geography/ regions

· Opportunities to eliminate work, redefine workforce requirements

· Employee terms and conditions (costs/rewards, workload/balance throughout year)

· The employee experience (e.g., employees working at customer sites)

· Opportunity for shared services or outsourcing

In a shift to a regional focus, attention will be given to distinguishing small, medium and large business/customer segments and to the deep vertical markets (finance, healthcare, government).  

· Will the company have the talent (workforce) required to lead this transition?  

· Will it be able to increase the leverage of customer relationships (more standardized, fewer customized)?  

· Can technology enable Pitney Bowes to provide more personalized services to customers within a more commoditized, lower cost business model?

· How can the company optimize costs and value in each market?

Lincoln Financial Group

In just the past few years the company (officially Lincoln National Corporation) has evolved from a traditional multi-line insurance company into a diversified financial services powerhouse with assets over $100 billion.  It has become one of the nation’s leading providers of wealth accumulation and protection products, financial planning and investment advisory services for the affluent and retirement markets.  The company is pursuing growth by focusing on high-net worth individuals, retirees, and the 80 million baby-boomer Americans who have retirement planning needs.  Competitive advantage will lie in superior products, superior execution and service, and a superior financial advisor network.

Lincoln Financial is composed of four interdependent business segments.  Each segment has different business needs and, in turn, workforce needs.  The company has worked to understand how each should be managed and its strategic relevance.  Establishing a rationale for variations in polices and practices has been demanding, especially in the face of a company-wide push for consistency and cost management.

Areas of product development, actuarial and risk management, investments, distribution, and customer service/call centers each require different talent and working arrangements.  

For example:

· Executives and senior managers typically have personalized employment packages

· Distribution/sales talent is costly, in part because it takes new hires at least six months to learn their business and they don’t become fully productive for three years.  Accordingly, the sales force is increasingly being supplemented by independent partners.

· Variability in the supply of customer service talent makes it difficult to recruit capable talent in some areas and thus careful selection and retention tare essential to ensure a high quality customer experience

· Product managers have arrangements that match their different technical skills and product knowledge; arrangements also reflect different markets and opportunities.
· Non-exempt employees generally have a distinct, but consistent employment framework.

The company has aggressively redefined its corporate functions, and has outsourced services, where it makes sense.  LFG employs 5,600 people worldwide, primarily in Philadelphia, Hartford, Fort Wayne, Portland (Maine), and in the U.K.  It also maintains strategic relationships for distribution of its products.

In recent years, the company has built a 2,200 person complement of financial advisors.  Most are independent entrepreneurs affiliated with LFG.  In addition to receiving fees for financial planning, these advisors have access to LFG group benefit programs, specialist expertise, and systems/technology infrastructure.  LFG considers this workforce a vital, direct link to its target affluent markets.  The development of this cadre is part of a strategy to broaden and deepen the company’s distribution reach to the affluent market.  The success of LFG depends on building and maintaining a superior network of financial planners in the marketplace.

The company needs broadly experienced managers to execute strategies involving multiple functions and to manage the external relationships/alliances.  Collaboration is key to the future growth of LFG.  Accordingly the company established a “Professional Development Program” to accelerate development of college graduates.  Participants have at least three cross-functional, cross-business assignments in three years, one requiring relocation.  The investment in development and higher merit pay is balanced by higher expectations of performance and collaboration. 

The World Bank

The World Bank is the world’s largest development organization, focusing on fighting poverty.  It is made up of 184 member countries that decide how funds will be generated and allocated.  The Bank raises funds on the bond market and lends funds for projects at below market rates.  Poorer borrowers receive lower rates or outright grants.  The Bank’s lending is unique because it comes with technical expertise needed to make the project successful.   
Over the past ten years, decentralization has enabled closer work with other development partners such as nongovernmental organizations (NGOs) and emphasis on home-grown development planning.  

Under the new President, Paul Wolfowitz, it is expected that the direction of the bank will shift towards fewer but larger projects (with a focus on Africa), more infrastructure and economic development projects, and lower fixed costs (especially administrative costs) across the bank.  
More than 10,000 professionals representing nearly every country in the world work in the Washington, D.C. headquarters and its country offices. With decentralization, there has been a steady growth of international and local staff in country offices.  In 2004 nearly 4,000 professionals work in country locations, up from 1,570 in 1994.  

Decentralization has made it difficult to maintain the “one-staff” model which has reflected the World Bank’s unified culture. The organization increasingly operates as a matrix, requiring collaboration across countries, program areas, and Bank functions.   While decentralization has brought benefits, it has also made talent optimization, coordination, and mobility across the bank more complex and difficult.  Through a matrix structure, the country departments and regions obtain technical skills and time from the various sector units.  There is a tension between the decentralized offices, a country focus, and the headquarters organization, which has a sector focus on technical excellence.  This tension has existed since the McNamara years and has become more explicit during the recent expansion of decentralized staff (more face time with the client means more country focus) and the establishment of “networks” representing particular function skills sets, Bank-wide.  In this context, a clear workforce architecture and policy is needed to guide decisions on staffing, deployment, and resource allocation in support of strategic objectives.  

The workforce represents a mix of skills, ranging from generalists to world-class experts, and also and a mix of experience levels (early, mid, and late career). Maintaining the right workforce mix requires an understanding of changing requirements and management of the flow in, through, and out of the organization.  As decentralized organizations focus on their local staffing needs and talent, the ability to recruit, deploy, and develop talent across the World Bank has become difficult.  It is particularly difficult to deploy specialized talent to some projects and less-attractive regions where it is most needed (e.g., Africa).  Projects, and thus talent needs, reflect cycles of economic and social development.  
The ongoing strategic staffing challenge is how to leverage the upper-end expertise effectively.  The growing cadre of decentralized staff are typically local nationals who are not particularly mobile.  Further, the mix is influence by the tension between business needs and staff preferences.  Finally, demands for talent are cyclical or worse, unpredictable as work programs can evaporate for reasons beyond control (e.g., a political coup, a financial pandemic, or a tsunami).

Following the example of global corporations, a global or regional approach to strategic staffing is being considered as an approach for optimizing staffing.  This would enable more effective matching of talent with needs and better management of recruiting, career development, and employment arrangements. An aim of the Bank is to raise the quality of local talent and focus on new global sources (e.g., India).  Under a regional approach, regionally-based experts might be deployed as teams to advise and support local talent on temporary basis.

The Bank’s budgets control headcount and, in turn, promotion rates and pay increases and so today are a key lever in workforce planning.  More broadly, the workforce is managed in terms of fixed costs (staff) and variable costs (contingent workforce).  Budget constraints (fixed cost ratio ceilings) limit the Bank’s core headcount. Within the core staff the staffing mix by sectors has changed greatly in response to strategies and client demand.  Limits on administrative and functional support staff within the core are set by ratios.  

Accordingly, increasing emphasis has been given to the contingent (non core) workforce to provide the flexibility needed to meet short- and mid-term staffing demands through flexible temporary, part-time, and contract relationships.  In 2004, more than 3000 persons worked for the bank in various relationships (about 2,000 FTEs).  The growth of contingent segments is an outcome of analysis of work, costs, and strategic requirements. The resulting variety of employment and contractual categories prompted improved workforce planning, within a logical overall framework or architecture aligned with strategy.    
Compounding the difficulty of staffing globally are the career patterns of professionals.  Generally, the World Bank predominantly hires mid-career professionals, who after staying two or more years either leaves the bank or pursues longer-term career opportunities in the Bank, which usually means management.  A workforce architecture issue is how to deal with professionals who are recruited internationally and give up career options once they become expatriates.  The pattern of hiring mid-career professionals needs to be reconsidered relative to alternatives for grooming managers and senior-level experts.

The workforce planning unit of the Bank provides information on the workforce changes and trends useful in anticipating and responding to changing requirements.  In the decentralized environment, attention is also being given the development of information and tools useful to operating HR managers, to encourage them to align hiring with changing skill mix needs, manage workforce costs, and address ways to raise the quality and adaptability of the workforce.

III. THE WAY FORWARD

As these brief discussions demonstrate, workforce architecture/segmentation is becoming increasingly important to member organizations. Each case study identifies strategies (or strategic issues) that require more attention to optimizing the makeup and effectiveness of the different workforce components—to ensure success in a more complex and competitive environment.  While the way forward for each organization will be different (based on its strategic, operational and cultural starting point) there are common requirements and principles that will drive successful segmentation and subsequent implementation efforts.

1.  Get leadership attention.  
The first requirement for any change of this magnitude is executive awareness of the issues and, in particular, the scope of the opportunities.  The idea of segmentation is new and interesting to executives, especially financial executives, because it offers the potential of identifying bold new ways to reduce workforce costs and enhance workforce impact on strategy.  It engages people in a discussion of workforce issues from a new perspective.  

All of our case study organizations have raised these issues with management (Deloitte’s presentations to management on segmentation and its potential to improve the firm’s performance is an example), but the level, extent and impact of these interactions has varied. In most cases, it is far from clear that management has agreed that there is a systemic problem or opportunity.  In some cases, the discussion is hampered because the strategy of the organization is unclear or changing (as is the case now with the change of leadership at the World Bank).  

On the other hand, the future direction may be reasonably well defined (as is the case with Pitney-Bowes).  To be effective, initial discussions must dramatize both the large size of the overall opportunity and also specific near- or medium- term opportunities, focusing on such topics as:

· How redirecting spending/investment toward critical talent populations will significantly aid/speed the achievement of stated business/strategic goals

· Examples of financial benefit from such actions as outsourcing, redeployment or special pay arrangements (quantitative estimates)

· Favorable impact of potential changes on existing and target customers

· How possible workforce changes can help the organization outperform or outflank competitors

2.  Develop a framework, then drill down.
Our case study organizations have considered or pursued segmentation based on implicit or explicit assumptions about the work they have to do, along with other factors such as cost and supply issues (for example, the discussions about possible redeployment of the specialist population at the World Bank).  All of these organizations, however, appear to have opportunities to go further by turning their assumptions into segmentation frameworks that are embraced by management an can be applied with rigor and consistency.  This step must pick up on and leverage initial conversations with management.  The development of an accepted framework must come from a dialogue with management about the best, most efficient way to get work done and achieve the organization’s goals.  Such a dialogue will cast HR in a new role—that of working as partners with management to develop the operating model for the organization. 

In our five examples, organizations have mostly started with a mix of concepts and specific actions (Lincoln Financial Group, for example, has pursued the outsourcing of non-core work in both systematic and opportunistic ways.). They have not conducted detailed workforce analysis as a basis for defining segments generally, profiling segments, or considering changes.  If they have developed a framework (as is the case with the matrix created by the Southern Company), it is initially a thinking tool, which may guide priorities for later in-depth data-based work.  To enable more detailed work, interest was expressed in establishing standard templates, analytics, and (most of all) metrics for use as needed.  

3.  Tailor the ideas and the terminology.  

Segmentation cannot be seen as rigid or doctrinaire, or as just another HR initiative.   The framework is more compelling if it is customized to the business imperatives and the organizational culture.  The constraints are real, including a frequent reluctance to imply that some segments are more valuable than others (this has been an issue at Deloitte).  Hence the framework and its interpretation must be softened by tailoring it to the company’s language and sensitivities.  
The dialogue with management discussed above should serve as a forum for such customization (as it has with Southern Companies).  It should also be noted that workforce architecture will likely need to change when there is a new strategy, new management or altered competitive or labor supply conditions.  It will therefore be important to review segments and related HR systems whenever there is significant change in the organization or the environment

4.  Focus on a few segments.
Identifying workforce segments and their place in the framework is useful as a basis for considering alternative opportunities for action.   Initially, it is practical to focus on a few segments that are of interest and profile the work requirements, talent/skill requirements, supply availability/gaps, and timing, etc.  It may be easiest to select the “low-hanging fruit,” such as outsourcing of large non-core operations that may provide immediate head count reductions and related financial benefits.  Another obvious example might be seasonal workers (in areas like tax compliance or consulting at Deloitte).  More challenging but often of equal or greater interest are populations where there solution is less obvious, such as sales/distribution (e.g., at Lincoln Financial).  Initially, it pays to focus on segments that:

· Are important to the success of the organization or its core competencies (e.g., functional or technical experts at Deloitte or the World Bank)

· Have large numbers of incumbents or represent large costs/investments (e.g., customer service at Southern Companies or Pitney-Bowes)

· Represent critical levels of skills/experience important to the organization (e.g., project/program managers at the World Bank or broadly experienced management at Lincoln Financial Group) 

· Are difficult to recruit, deploy, or retain (e.g.., experts at the World Bank, women at Deloitte)

5.  Follow through on what you start.  

Once segments have been identified, companies may look to a variety of talent strategies and initiatives.  Some focus on talent management and/or reconfiguration of the workforce to reduce costs and increase flexibility; others will focus on creating value propositions that will achieve higher performance, retention, and development.  Initially, solutions should be ones that that can be readily implemented and achieve early benefits.  Examples are:

· Considering alternative work arrangements (contingency, etc.) 

· Considering improved practices/systems for more selective recruiting and deployment

· Changing reward systems to match requirements of specific segments

· Investing in development and internal career progression (e.g., leaders)

· Considering outsourcing

6.  Shape and nurture a compelling employer brand.  

There is a risk of damaging the company’s brand as an employer and as a corporate citizen through actions that suggest the company does “bad things to good people.”  Perceived disrespect for employees can translate into damage to the company image.  This does not mean, of course, that organizations should simply do what employees want at the moment or maintain employee “deals” that are no longer viable.   The challenge will be to develop new deals or value propositions that are consistent with the realities of the marketplace and attractive to the required talent.  

Brand building is all about communicating – by words and deeds.  

IBM has been very careful to introduce “on demand” as a positive concept for employees while also increasing the contingent workforce.  On the other hand, IBM believes that the workforce strategies support and complement its business strategies, as it repositions in changing business markets. For all organizations embarking on workforce changes, a careful and candid articulation of such market-organization-individual linkages will be essential.  

IV.  SUMMARY


Workforce architecture addresses how an organization will get work done and achieve organization goals more effectively and with greater flexibility.  Different  segments of the workforce reflect different strategic requirements, cost structures, work and skill characteristics, or other dimensions.  How these segments are balanced, structured, and managed is critical to effective business performance.

Workforce options and patterns are changing in response to business demands and to the increasing needs of employees for more flexible work arrangements.  In particular, there is growing use of outsourcing, off-shoring, part-time workers, temporary help, and even retirees to supplement a smaller core group of employees.  

The result will be a “talent supply chain” for human assets that in many ways will parallel supply chains that have evolved for the management of physical assets.  There is no standard method for dealing with these workforce issues; no one has “cracked the code.”  Overall, however, our case study organizations have acknowledged the value of a disciplined approach, building a framework that can be leveraged over time to achieve maximum gains for the organization.  

The opportunities and actions identified in this paper are part of an evolving mix of ad-hoc and systematic segmentation initiatives.  These will lead to new forms of organization and new shared assumptions about how work should best be accomplished.  The more rigorous the process applied, the better the analysis and the outcomes will be -- and the more credible to executives.  These developments in turn will be the foundation for more effective talent strategies in the future.  
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The key is to identify


the right actions 


(greatest positive business impact)


by considering opportunities


within an overall framework.
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