


















































































































































































And there is some urgency to this argument: HR’s own capability to be more
strategic depends to some extent on how HR is organised. And unless HR is
in a position to contribute strategically, HR departments might become a thing
of the past, according to Martin Tiplady (2007), HR Director for London’s
Metropolitan Police Force. And Martin points out, if HR remains exclusively
focused on administration that is the road to obsolescence: ‘Put simply, there
are cheaper – and probably more effective – ways of handling personnel
matters. It is called clerking and doesn’t, in all cases, require qualified HR
professionals.’ Martin points out the need for urgency in managing this trans-
formation: ‘That is, unless we refocus. And we need to do so pretty darn
quickly. Far too long, we have navel-gazed about what HR is, and worried far
too much about processing’.

For Ulrich (2008) carrying out the operational aspects of managing people
and organizations, is the ’Operational Executor’ competency: HR profes-
sionals drafting, adapting, and implementing policies ensuring that employees’
basic needs - including being paid, relocated, hired, and trained - are efficiently
delivered through technology, shared services, and/or outsourcing. Deloitte
(2006) suggests that the next phase of HR transformation is more tightly linked
to corporate strategy and to creating business value through HR services that
address a company’s most pressing strategic challenges. That means antici-
pating critical workforce trends, shaping and executing business strategy,
identifying and addressing people-related risks and regulations, enhancing
workforce performance and productivity, and offering new HR services to help
a company improve and grow. However, many HR leaders are still pursuing in
first phase HR organisation on the assumption that improving the design and
delivery of HR itself will lead to causal improvement in the performance of the
organisation (Ulrich et al., 2008).

TRANSFORMING HR

Deloitte suggests that the focus of First Generation HR Transformation was
inward-looking: finding ways to manage and deliver existing HR services more
efficiently. HR leaders need to ensure that their internal operations are effective
and that they are optimising the HR delivery model. Dave Ulrich (1997) in
particular has led thinking on how HR functions can be reoriented to provide
value. In the UK, approximately one-third of large organisations have adopted
some form of ‘Ulrich model’, i.e. outsourced or technology-enabled HR
transactions, business partners and centres of excellence (or expertise). At the
heart of this ‘three legged stool’ sits a small corporate centre. Unfortunately
though, in many cases the process of HR transformation can prove all-
consuming, becoming the end in itself rather than the means to greater effec-
tiveness and value creation. Martin Tiplady continues: ‘And I know – from
personal experience – that the journey to a different structure is pretty painful.
But it is an essential one, as the alternative is death by a thousand cuts.’
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However, the benefits should outweigh the effort. Technology is repeatedly
identified as the key enabler in a range of HR-related operations or services such
as e-learning, outsourcing, offshoring and the use of Web 2.0 for recruitment
purposes. Automating processes where possible is one of the seven factors the
Towers Perrin survey (2008) identified as associated with global merger and
acquisition (M&A) success. This is about improving HR service delivery
through harnessing technology and ensuring basic HR services are not disrupted
(the other six were also linked with HR, for example culture, leadership,
rewards, organisation design, staffing and governance). Automation should also
improve the consistency of HR processes across operations.

The next generation of HR transformation, according to Deloitte, looks
outside the function to help companies achieve their desired results and growth
in an environment where competition is global and talent is scarce. This next
phase of transformation will require a significant change of focus, ‘from today’s
on HR operations – which are typically budgeted at 0.5% to 0.7% of revenue – to
tomorrow’s focus on building strategic business services that can help drive
share price’, such as increasing revenue through new market entry or mergers
and acquisitions. HR will need to build services in new or non-traditional areas,
such as workforce planning, talent management, mergers and acquisitions,
global workforce security, change management and global mobility. As the
report’s authors comment: ‘The next decade will provide HR with significant
opportunities to help make a difference to the company; it will be interesting to
see how HR steps up to the challenge.’

To maximise the benefits of transformation, HR leaders must address their
own capacity issues: both with respect to their own team’s capability, and with
respect to technology. HR executives are line managers of their own functions.
One of the essential steps in getting their own house is staffing the HR orga-
nisation with high performers who understand the business, its issues and their
implications. Then HR leaders need to review and improve the efficiency and
effectiveness of internal operations, and develop their own and line managers’
skill sets to equip them for the tasks ahead.

Technology enables employee self-service through Web-based portals and
sophisticated call-centres, freeing up HR from administration; these are also
a vehicle to leverage information about the workforce, in the way that super-
markets can segment their offering to meet the needs of different groups of
consumers. The potential utility of technology in understanding employee
needs should not be underestimated. By refocusing HR’s efforts on real
employee needs, bonds with employees can be reinforced. With hard data,
evidence-based HR can know more, do more and be better business advisers.

Outsourcing and Shared Services

The main alternative means of delivering HR administration are by outsourcing or
by bundling HR functions together in shared service centres. These arrangements
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should allow operational aspects of HR to be handled effectively in order to allow
HR to focus on value-adding activities. Shared services are increasingly common,
particularly in large organisations, but are far less common as joint ventures
between organisations. For instance, there has been much discussion about
providing HR-shared services across UK Central Government departments but
this is only slowly starting to happen as public sector cuts start to bite. Martin
Tiplady comments: ‘Many of us have developed, or are developing, service
centre-type structures. It is the only model in town and we have to make it work.
What I have seen so far impresses me, but the longevity of this approach will be the
real test. I don’t know another model that is affordable.’

Two consultancy-led research papers from Towers Perrin (2007) and the
Corporate Research Forum (CRF)/Accenture Lambert (2009) suggest that the
use of outsourcing has advanced and expanded in the last 10 years and that HR
outsourcing is now established as a popular and viable service delivery strategy
for a growing number of organisations (according to another Towers Perrin
survey, 2008). They argue that business and service demands are increasingly
complex and that these require a re-think of the support systems required
for HR.

However, other research by the CIPD suggests that total outsourcing in
particular may be less well established than providers might claim. Indeed
there are relatively low levels of HR process outsourcing. In their global HR
survey Resources Global Professionals (2008) found that reducing adminis-
trative costs and simplifying processes are high priorities for companies, but
the preferred route is through the creation of shared service centres (providing
back office optimisation of process and support activities) rather than
outsourcing.

The Challenges of Outsourcing

One of the challenges with HR outsourcing is that people are often not clear
what they want to achieve by it. HR outsourcing means different things and is
undertaken for different reasons in different organisations. Examples of what
outsourcing might mean include:

� Being able to replace time and money on technology;
� Ability to scale up and down more efficiently (risk moves to outsourcer);
� Ability to gain access to best practices;
� Operate multiple processes from a single platform (more efficient); and
� Improve performance (Ephor Group, 2008).

So its purpose is both to achieve cost reductions and also to achieve HR
transformation. But what does HR transformation mean – standardisation and
control; commercial consciousness or enhanced capability – or all of these? In
theory, since day-to-day advice for managers and employees is available from
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a supplier, outsourcing means that the HR department can be leaner and can
focus on strategy, shaping policy and influencing leadership.

However, achieving operational excellence through outsourcing is no mean
feat. The road is laid with many bear traps. Towers Perrin points out that
outsourcing can fail to deliver its promised benefits. They report that many
organisations found no significant decrease in the amount of time spent on
administrative tasks post-outsourcing. Furthermore, retained staff felt they
continued to spend significant time on transition and change, as well as
managing the HR outsourcing arrangement, and less time than expected on
business strategy and related tasks. Similarly, quality improvement targets post-
outsourcing are also largely unmet. Cost savings are also proving elusive - few
always operations managers do see a reduction in the cost of providing HR
services for the line business after outsourcing.

New competencies are required to allow the retained HR people to
leverage the value of the outsourcing model but acquiring these competencies
has been a slow process. While he was at Westminster Council, Jonathan
Evans learned a lot both about how local government works and also about
the challenges of operating with outsourced HR. As he says: ‘It’s tougher
than you think.’ Jonathan argues that since outsourcing is sold on price, if the
providers can’t deliver on price, relationships become acrimonious. He
recommends caution about what you’re getting versus what you’ve contracted
for. Jonathan comments that HR tends to be a bit naive when it comes to the
contracting business. And while HR people have recognised that to achieve
service improvement requires the introduction and application of new tech-
nology, this is not an area of interest for many HR professionals. More
generally, this lack of competence is being addressed through retraining or
bringing in external people.

The Benefits of Outsourcing

In contrast, some organisations are convinced of the benefits of outsourcing,
especially with respect to transforming HR’s role. For instance BT signed a
10-year global agreement with Accenture in 2005 and Alex Wilson, BT’s HR
leader stated that by so doing, ‘BT is ahead of the game.’ He identified three
main reasons for renewing the contract with Accenture; ‘Accenture has
improved the reputation of the function; they’ve improved service levels and
taken out cost; it has freed the business partners to have different types of
conversations and interactions with the line.’ (Thomas, 2005).

Integral to the People Strategy

The key to using alternative delivery vehicles such as outsourcing successfully
is that they are part of the overall people strategy (SHRM, 2002). The best HR
strategies derive from the company’s business objectives and focus on a few
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strategic priorities. In this example, David Fairhurst describes the strategic
framework for HR activities in McDonalds as follows:

‘We have identified three ‘‘pillars’’ of activity which provide a focus for our People

initiatives: Operational Excellence – ensuring we run a really effective business through

People; Education – a broad agenda around capability, skills, training and education; and

Modernity – ensuring we are progressive. These are not discrete. They naturally overlap

and many initiatives sit in two areas or, indeed, all three. These three pillars are essential to

prioritising our efforts. In fact, if an initiative does not contribute to at least one of these

areas we will not pursue it.

Furthermore, because the pillars apply equally to all of the disciplines within the team,

they provide a framework which enables us to share ideas and work together in an inte-

grated way. Our approach to developing initiatives within the pillars has been threefold.

Firstly: to get the basics right. These are the crown jewels and the foundation of all our

work. Secondly: we must continually improve. Finally: we will carry on with the big

moves. These iconic and, at times, disruptive changes deliberately make a splash.’

Operating such a business-based HR agenda blurs the lines between HR and the
business – it promotes new levels of partnership between HR and management.

Success Factors for Outsourcing

Ultimately, HR leaders must ensure that they automate and manage contracts –
getting systems designed in the right way. As one HR Director put it, ‘If we
can’t, we’re nowhere in the debate.’ Similarly, if good outcomes are to be
achieved it is important that there is clarity about why the shared services or
outsourcing arrangements are being entered into, and what benefits are to be
derived. For example are the primary drivers cost, service, freeing up HR
resources (and are those resources capable of being upgraded?) or upgrading
the quality of information, or all of these? In which case it is important to be
clear what tradeoffs may be necessary, since it is unlikely that all are possible
without considerable compromise.

HR has to pay attention to opportunities and relationships with third parties,
i.e. vendors. Issues can arise over, for instance, ownership of data, accuracy,
integration with the system of origin, multiple vendors, legacy systems and
other unknown changes resulting from mergers and acquisitions, etc. Unless
these are foreseen and managed, the outsourcing service will be less than
optimal. There also needs to be capability within the HR function to manage the
HR outsourcing arrangements in an efficient and value-added way.

Another Accenture case study organisation – Astra Zeneca – transformed its
HR function through introducing centralised HR support. The drivers for the
transformation were cost savings and increased customer service (which
previously was patchy across the organisation). Throughout the transformation
much effort was put into developing the capability development of the HR
team for working with third parties. This included improving business acumen,
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and customer and financial awareness (and other recognised skills including
change management, project management and IT skills).

Then HR must relinquish control to line managers and increase their focus
on activities that align with organisations’ strategic goals. Line manager
understanding and capabilities therefore must also be considered when moving
to outsourcing arrangements, as their roles can change significantly too. As
Martin Tiplady points out, ‘The way ahead is about changing the way people
and organisations work. This means getting alongside managers, better
understanding the business and facilitating its change programmes, improving
productivity, and performance coaching, learning and a lot of workforce
planning and forecasting. This is what HR is about. And the quicker we realise
it, the more secure the function will become.’

The retained HR organisation must be designed correctly to leverage
advantages from shared services/outsourcing (Alexander, 2008). As we saw in
Chapter 3, the most senior HR executive must have credibility with the com-
pany’s Chief Executive and the executive team, and in this capacity they act as
strategic advisers. HR also has to work differently, for example clearly dis-
tinguishing among its various roles: generalist, specialist, business partner and
administrator. HR employees then need to develop the deep competencies
required for their roles. This should help also clarify and simplify HR career
development tracks within and beyond the organisation.

The Senior HR Team

HR leaders who are driving business results also marshal the efforts of their
own senior team. When HR is organised into functional silos, for instance
compensation, benefits, training, etc. the HR executive can over-rely on
balancing resources and priorities within the function. As the SHRM authors
point out: this is a trap. It takes real leadership to develop a business-based HR
agenda and a high level of discipline to execute this strategy.

At the UK’s Ministry of Defence (MOD) Jonathan Evans and his team work
as one team. The HR Business Partners (HRBPs) are embedded in the business
and report to the line rather than Jonathan. As Jonathan says, ‘they’re my eyes
and ears’. He has tried to take the status out of the way the team operates,
making team interactions informal, putting the focus on outcomes rather than
inputs. Anne Minto considers putting together good teams of people to be a key
strength: In Centrica my team do a great job of working effectively with one
another - drawing on each other’s strengths and capabilities. There is a great
deal of co-operation and coordination between them. We run one People
Agenda thus reducing duplication and wasted effort. People will always
volunteer to help one another if they have previous experience and knowledge
that can make a contribution. Our People Plan is a a shared agenda so that
different people champion different workstreams ensuring that everyone takes
co-ownership of it’. ‘In Smiths my team did not only work hard for me but
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worked well as a team together so that they were getting the benefits of one
another and there was lots of cooperation and coordination between them.
There was nobody who was running their own agenda to suit themselves. In
Centrica, my Head of British Gas services will always volunteer to help another
colleague somewhere else and we tend to divide up our people agenda so that
different people run with different parts of it, so that everyone takes a co-
ownership of it.’

EXAMPLES OF HR TRANSFORMATION

High-performing organisations use a combination of outsourcing and insourc-
ing so that they have the best processes, technology and practices permeating
their organisation (Ephor Group, 2008). Market leaders continually assess new
opportunities to outpace their market rivals and this is achieved through inter-
changeably utilizing insourcing and outsourcing to improve the organisation,
combined with employee-centric decision-making (for example on engage-
ment, reward, etc.).

Surrey County Council

In Surrey County Council they’ve moved very much to a self-service process,
where line managers have been equipped with basic HR expertise, or the
resource to find that expertise. HR policy and practice is now manager-friendly
rather than just HR-friendly and that’s using jargon-free language and logic to
create understanding. The HR team has worked hard to develop much stronger
relationships between managers and unions through the development of
consultative groups, and managers are regularly engaging with staff and staff
representatives.

To support this work, HR has built a number of critical measures for
managers in terms of annual and quarterly surveys and ‘health checks’ to give
managers a regular picture of how their part of the organisation is doing.
They’ve also developed some comprehensive management information
reporting which helps managers get a snapshot of what’s going on in their
service from every aspect including turnover and sickness.

Pfizer

Martin Ferber recognises that in a highly competitive and fast-changing
industry such as pharmaceuticals, business needs should be at the centre of
HR’s efforts. He reports that in Pfizer: ‘There is now a very concerted effort to
better realign HR to what the business really needs and that coincides with the
business itself changing very dramatically in the pharmaceutical industry.
Pfizer’s one of the big companies at the forefront of making that change and we,
as an HR function, are definitely integral to not only making that change
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ourselves, but supporting that change in the organisation. We are strategically
positioned to help in that.’

HR in Pfizer is divided into three groups to reflect the three business units:
there’s the manufacturing side, the commercial operation and research and
development. Each of these business functions has separate HR functions.
There are some common systems and policies of course, but they don’t
necessarily directly correspond or overlap and there are some quite significant
differences. Duplications have evolved over the years. As Martin indicates:
‘One of the things we’re trying to do is look quite hard at that, and there’s an
intention to drive back to a more coordinated, single ‘‘One HR’’ as we some-
times call it internally. Recognising that the business partner role is very
specific, ‘‘One-HR’’ is particularly in the operational or foundational aspects of
HR, which could be better harmonised and coordinated, more systematic and
ultimately, therefore, probably smaller and cheaper.

I also think that the business leaders want, and have recognised the power
and the usefulness of having an HR Business Partner, or the HR leader work
alongside them, who really understands their business and can work with them
on an equal footing in the context of people issues. I don’t mean just being
a supporting function, but actually work strategically alongside them in a more
consultancy kind of relationship.

But they also recognise they want that foundational, day-to-day, operational
stuff that HR does carried out more efficiently and better, whether it be paying
people on time, delivering bonuses on time, having good employee relations,
environment support, problem-solving and all the other lifetime career manage-
ment aspects that HR can support. We have had gaps in our organisation in that, and
we are working quite hard now with a re-design programme, of which I’m going to
be leading the European piece over the next six months to get it kicked off.’

Centrica

Anne Minto describes the process of HR transformation underway in Centrica,
and some of the learning emerging from the process: ‘In Centrica we started our
HR transformation journey 4 years ago – to ensure that we were providing our
colleagues with the most efficient and cost-effective service delivery across the
company. Four years down the line the business is enjoying the benefits of
having created a shared service model and access to on-line tools for people so
that at a click of a button managers can process lots of mundane transactions
that used to take a great deal of time, paperwork and effort. People have ready
access from their PCs and it gives the managers much more responsibility and
accountability for their people in a way that perhaps four years ago in Centrica
was very much seen as the role of HR.

Managers must manage and be accountable for their people, just as they are
accountable for the goods and services that go in and out from their businesses.
We are seeing bottom line benefits to the business of that accountability for
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people. I think that it is simplifying things for people, taking the mystique and
complexity out of employment practices and policies is what HR should be
doing for all employees. It is making clear and transparent for managers and
giving them meaningful management information to make better decisions.’

I think there is much more HR ought to be doing to take away some of the
mumbo jumbo and give it much more transparency and clarity for line
managers. One of the other things my folks think about now if we are going to
bring in something new is – why is it that we need to bring in something new –
and if it’s needed, that’s great. Then – what’s going to be taken away? What in
the old tool kit is going to be got rid of – not overlaying it with something else
again. Right now we’ve got a project on to try and find the most creative and
innovative ideas within HR to simplify processes for our line managers. We
have given that challenge to our shared services partners as well and it will also
hopefully bring in a lot of cost savings as well.’ We are also much more
discerning about the changes that we make: why is it that we need to bring in
something new? if it is of value or benefit to the managers and employees, that’s
great. If you introduce new processes, ensure all the old ones are removed -
don’t keep on overlaying process upon process - keep it simple! Right now
we’ve got a project ongoing to try and find the most creative and innovative idea
within HR to simplify processes for our line managers. We have given that
challenge to our shared services partners as well and it will also hopefully result
in further cost savings as well as time savings.’

And for Anne Minto, handling the process of outsourcing administrative HR
is a test which her team has come through with flying colours: ‘I am enor-
mously proud in the way that the team has handled the whole outsourcing of our
shared service. The implementation of our employee self-serve, and manager
self-serve have all happened without disruption to the services we provide our
people and that is no mean feat when you have got 33,000 people. Line
managers have been hugely supportive of the changes from lending their
time on the working groups to benefiting personally from the more efficient
services.

For Anne herself, transforming the HR function has been an activity which
has taken up a lot time and will continue to do so but more use of technology in
the form of online products is not yet exhausted. Meeting our KPI’s at stretch is
critical to serving our Business Unit customer base. Because ‘we are not yet
where we want to be. We are pretty far along our journey.

Transforming the Professional Body for HR in UK
and Ireland – the CIPD

The development of the HR professional body reflects the transformation of the
HR profession itself. Geoff Armstrong was asked to lead the predecessor body
to the CIPD (the Institute of Personnel Management – IPM) in 1992. At the
time IPM had grown its membership but was not punching its weight, either in
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terms of member services or income. It had little research base. Its qualifica-
tions were respected and widely taken up and it had a good library but it was old
fashioned and not geared up to mass membership. It was losing money as
a number of investments had failed to pay off and the recession of the early
1990s had led to cut-backs and redundancies.

The IPM board wanted a recognised leader of the profession to lead the
IPM. Geoff was appointed to be both the leader of the profession and the
leader of the Institute, with accountability across both spheres. Geoff’s early
decisions were about the orientation of the Institute. He wanted IPM to be
more anticipatory and responsive to member needs. He was keen to build
customer service and better services, such as later developing Web-based
services.

Then Geoff wanted to establish that HR could make a valued contribution to
business performance, and for HR to be judged by its contribution to the
advancement of competitive business strategies. He wanted HR professionals to
be business people first, functional specialists second. He also wanted to raise
the evidence base of what does and does not work in different contexts – to
build a decision science around people management as a discipline of
management, which is no less measurable than other disciplines. He wanted to
get the professional standards revised so that they reflected this positioning.

Geoff saw his role as that of ambassador for the Institute, selling the vision
across the country, sensing the mood of members, rearticulating their desires in
more stretching ways. He deliberately used the various organs available to the
Institute, such as People Management Magazine and its predecessor to get
messages across. Articles and research featured the growing evidence base;
commercial channels such as conferences would include business gurus such as
Michael Porter, Gary Hamel; training course materials would include articles
from business journals such as Harvard Business Review. The message was
about changing the game, creating strategies for sustainable success.

Geoff led the IPM through the merger with the Institute of Training and
Development (ITD), dissolving both predecessor bodies to form a new body,
which could make the most of the potential synergies and show that people
management in all its forms is an integral part of business management.
Subsequently, Geoff took the new IPD through the process of becoming
a Chartered Institute, a status it obtained in 2000, becoming at that point the
CIPD. The CIPD qualification has become a key entry point to professional HR
careers. Now with over 130,000 members, the CIPD is globally the largest HR
professional body outside of SHRM in North America and is seen as the
standard-setter for the HR profession internationally.

Geoff retired in 2008 and the CIPD is now headed up by its first Chief
Executive Officer (CEO), Jackie Orme. The CIPD is undergoing its own next
phase of transformation in preparation for leading the further development of
the HR profession into ‘Next Generation’ HR.
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WHAT DOES THE FUTURE HOLD?

The economic crisis adds extra potency to the argument that HR leaders need
to build their organisation’s strategic capability. But what that capability
looks like will depend on the nature of the organisation and the specific
nature of its challenges in an unknown future. Boston Consulting Group
(Strack et al., 2009) has developed two main post-crisis business scenarios. In
the first, a company will recover and its revenues will regain historical levels
sooner rather than later. In the second, a company will recover its traditional
growth rate but not see its revenues return to pre-recession levels for a long
time, if ever.

Each of these scenarios requires a different approach. Companies which
expect their business to recover to historical levels of revenue sooner should
explore flexible solutions that lower costs. For instance, at a 2009 HRD focus
group one participant reports that he is focusing on building the basis of a
more agile organisational culture: ‘I have three clear priorities in no partic-
ular order. One is around simplifying our business, creating a culture where
there’s less bureaucracy and more simplification, with pragmatic values-based
decisions and solutions. The second is around empowerment and how we
continue to develop that in the organisation. And the third is around strategic
capabilities.’

Companies who fear that recovery will take longer or envisage permanently
changed realities should explore restructuring and workforce reduction. In
February 2009, the CIPD carried out a survey of over 3000 UK-based
employees to understand how they were experiencing the economic crisis.
Almost 25% of these respondents reported that the downturn was having little
or no effect on them. Twenty-four percent of people responding in this way
worked in the public sector. Then in April 2009, the Chancellor of the
Exchequer’s Budget revealed the extent to which costs of delivering public
services would be pared back in years to come, given the amount of public
expenditure which needed to be recovered after the banking crisis. It was at that
point that the future prospect loomed of 350,000 public sector job cuts over the
next few years.

Organisational Capabilities for the Future

As we have already discussed, a strategic approach to improving the perfor-
mance of the organisation involves taking into account the external drivers and
constraints, identifying the capabilities required for future success and then
putting plans into effect to build these.

Public Sector Capabilities

In public sector institutions, the external influences on organisational perfor-
mance include government and politics; social and economic structures and
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national and local priorities. And with increasing cost constraints and
requirements for better value, a focus on capabilities is a good way of defining
where and how HR could contribute to building high performance.

My own research into high performance organizations suggests that all
organizations need to build human capital and client relationship capabilities.
For high performing government organisations (HPGOs) in particular,
Accenture (reported in Linder and Brooks, 2004) have identified the following
nine characteristic capability areas:

1. Strategy and policy-making
2. Organisation and process design
3. Performance management
4. Partnering
5. Human capital management
6. Information management
7. Market and client relationship management
8. Procurement and logistics – HP organisations ‘operate flexible, cost-

effective sourcing processes and streamlined supply chains’ in order
to increase ‘rigor, accountability and cost-effectiveness to purchasing
activities’.

9. Operations – all of the organisations’ capabilities need to be brought
together to deliver the service to the public.

In common with all high performing businesses, high performing government
organizations (HPGOs) have clear goals and mission. As well as responding to
the requests of stakeholders they try to influence them. They align short-term
goals with the long-term agenda. They openly share performance data with
stakeholders. HPGOs have flexible structures which stimulate innovation. They
assess and review the effectiveness of their organizational processes and use of
technology. They have structured processes and cultures in place to encourage
information management (both acquisition and dissemination). They operate
‘flexible, cost-effective sourcing processes and streamlined supply chains’ in
order to increase ‘rigour, accountability and cost-effectiveness to purchasing
activities’.

In terms of client relationship management, all high performance organi-
sations actively use feedback they get from customers to try and deliver what
customers want. With respect to their delivery chain partners, they ensure
that their partnerships support their strategic objectives and that they capture
value from these. Above all, they engage employees, have effective reward
systems and operate on shared values.

During the economic crisis in particular, HR leaders need to be thinking
strategically, working out the future workforce supply and demand, restruc-
turing the organisation, developing frontline leaders and maintaining employee
engagement.
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Spotlight Example: Responding to External Demands on the National
Health Service

A number of CEOs and senior HR executives based in one of the regions of the UK’s

National Health Service (NHS) were asked to anticipate the likely external chal-

lenges for the NHS over the next few years. Their predictions are as follows:

The main issues include an ageing population and increased demands. These will

be set against the need to reduce public spending by 9.6% annually between 2009

and 2018, according to a PricewaterhouseCoopers (PwC) estimate, or else put up

taxes by a significant amount. There will be pressure to improve performance, cost-

effectiveness and efficiency (and staff reductions can be anticipated). Therefore

NHS executives will need to manage downsizing and learn to do more with less.

If these are not tackled upfront, the traditional means of saving money in the NHS

will be used, e.g. vacancy freezes, letting waiting lists grow, etc., which these

executives fear will undo all the progresses made as a result of the high levels of

investment in the NHS over the last 10 years.

At the same time, there is likely to be large-scale service redesign to reduce costs.

Foundation Trusts and a more market-based service will change the way NHS

managers and staff work. There will be the separation off of Primary Care Trust

provider services, whether this is by the creation of new social enterprises or vertical

integration with acute services or indeed local authority services. There is likely to

be more streamlining of the commissioning process and the commissioning/

provider interface, getting greater clarity on what is actually being commissioned

and expected outcomes.

Therefore the organisational capabilities required will include:

� Building the people and performance management capability in the line

management population. HR should do this aggressively. It’s not good waiting

for managers to ask for help. You need strong pro-active HRBPs to go into busi-

ness units, challenge managers and get them to tackle poor performance,

manage down absence, and face down grievance cultures.

� Change management – managers and staff will need help to cope with the

fallout of downsizing. After a downsizing there will be managers who have

never had to fire so many people in their lives and staff who have never been

through such a change. Both the process and the aftermath of change will

need to be handled carefully and sensitively.

� Building commercial skills and attitudes among managers and staff.

Is HR Ready to Exercise Leadership?

This should be an ideal opportunity for HR to exercise leadership and develop

a people strategy with line executives which will have supporting metric systems

and the ability to demonstrate business impact. But is HR ready for this task? As

one HR Director reports, ‘From my work in X region there doesn’t seem to be

much enthusiasm or capability to do this, although from talking to colleagues

elsewhere there is good practice going on but just not being shared as well as it

might be’.

Continued

81Leading for Strategic and Operational Excellence



BUILDING EMPLOYEE ENGAGEMENT – HR’S KEY TARGET

The ability to engage employees is a key capability required by any organi-
sation which depends on people for its output. There are many definitions of
what employee engagement is and what drives it. Employee engagement is ‘the
intellectual and emotional attachment that an employee has to his or her work
and organization’ (Heger, 2007). It is ‘passion for work’ (Truss et al., 2006).
Most definitions suggest that employee engagement is experienced as ‘flow’ –
when people are so pleasurably immersed in what they are doing that they do
not notice time passing. It involves both feeling positive about your job as well

Spotlight Example: Responding to External Demands on the National
Health Servicedcont’d

These directors argue that HR transformation will be vital if HR is to play its part in

the challenging context ahead:

� HR needs clarity of objectives and clear targets. The strategy requires diagnos-

tics and empirical evidence (e.g. staff survey feedback) to indicate areas of

greatest need/fastest return on investment (time and/or money).

� HR should review internal operations and develop transactional shared services

with other trusts, so taking away transactional and even some advisory work

from HRBPs.

� Set performance standards and implement, including culture change.

� Culture change requires performance coaching, willingness to have the difficult

conversation.

� Develop the skills of (or manage out) the remaining HR staff to become proper

HRBPs, i.e. acting as HR Directors for their business units. HRBPs will need

more commercial skills, consultancy skills, mental toughness, ability to chal-

lenge, breadth of thinking, knowledge of current affairs (read a decent news-

paper!) – and of course, the ability to very quickly get inside an organisation

and understand what is going on. Some of these skills can be acquired through

a mixture of coaching, mentoring and some really well-managed action

learning sets. Then just getting out there and doing it.

And there is plenty of room to make a difference. HR should be scoping what the

future NHS workforce needs to look like and commissioning education and training

appropriately. There is a dearth of training opportunities for nurse specialists and no

accreditation process for such posts and yet the whole ‘care closer to home’ strategy

is dependent on having these skilled practitioners in place. There is also very little

being done to develop multi-skilled staff who can operate diagnostic equipment,

read test results and do hands-on treatment, which will be really important if more

care is to be delivered outside of hospital. What all these HR Directors and Exec-

utives agree on is that HR needs to be talking this up, really raising awareness of

these issues and coming up with ways of tackling them – a real leadership oppor-

tunity for HR to grab.
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as being prepared to release discretionary effort to make sure you do your job to
the best of your ability.

In recent years, progressive HRM practices have been geared to increasing
employee engagement by rebuilding a relational psychological contract, i.e.
an employment relationship based on mutual trust and perceptions of a ‘fair
deal’. Employee engagement initiatives are generally geared to building good
employee relations with employees at the individual rather than the collective
level.

Links Between Employee Engagement and Performance

High performance theory places employee engagement at the heart of high
performance, especially among knowledge workers. A study by Kingston Busi-
ness School (Truss et al., 2006) found that contextual influences on engagement
included opportunities for flexible working; role and occupation; management
style and communication and involvement. In the Kingston study, the main
drivers of employee engagement were having the opportunity to feed your views
upwards; feeling well-informed about what is happening in the organisation and
thinking that your manager is committed to the organisation. Line manager
positives which impacted on engagement included ‘treats me fairly; is supportive;
listens to my suggestion; makes clear what is expected of me’.

Perhaps not surprisingly, high levels of engagement have been found to be
associated with a whole range of beneficial outcomes, including high levels of
performance. The Kingston study suggests that engaged employees deliver
organisation performance improvements. It also found that the consequences of
employee engagement were individual performance, intention to stay with the
organisation and employee well being. Engaged employees were higher
performers; loyal; organisational advocates; wanted to stay; took less sick leave
and were more satisfied. They demonstrated that commitment to the organi-
sation made them, were more likely to engage in voluntary or citizenship
behaviour and to help their colleagues. Previous research for the CIPD con-
ducted by Guest (2004) also suggested that employee engagement is associated
with a number of positive factors including an employee’s intention to stay with
the organisation.

Anne Minto agrees that focusing on employee engagement does pay off: ‘In
my mind there is a total correlation between people who are fully engaged in
the business and superior and performance. You want engaged employees who
come to work feeling good about their jobs and the company they work for and
wanting to do the best possible job they can every day. Centrica is a very
customer-focused business. We want our engineers when they come to people’s
homes to have a smile on their face and be ready to provide a first class service.
We want our call-centre staff to be bright, friendly and alert when they are
answering those phones, making sales and sorting out customers’ issues. If your
boiler breaks down you want to get somebody who is courteous, friendly and
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helpful at the other end of the phone who is going to empathise with you and is
going to fix your problem’.

Employee surveys are a useful means of taking the temperature of how
employees are feeling about the organisation and they are used extensively in
Centrica, as Anne Minto reports: ‘We’re big supporters of employee engage-
ment at Centrica and we have fantastic returns on our surveys. We get circa
95% of people completing the surveys which is just phenomenal and we take
them very seriously – not the just the good stuff that comes out which we’ll
celebrate and feel good about, but also the low ranking scores are the ones that
are in the plan for next year. If we can turn those scores around then we can
tackle those issues that have been highlighted and that will make a difference to
people. Our employee engagement scores for commitment are in the upper
quartile and we are recognised in the Top 20 ‘Best Places to Work’ surveys’.

However, as we shall consider in Chapter 5, workforces are rarely a homog-
enous group. Employees have different needs, concerns, life histories and
expectations. Increasingly, initiatives aimed at increasing employee engagement
are focused on key segments of the workforce, rather than attempting to be
universally effective. The Corporate Leadership Council (CLC, 2004) researched
the impact of employee engagement initiatives on employees. They categorised
levels of employee engagement as follows:

The disaffected – representing 13% of the average workforce, these were the
poorer performers who frequently put in minimal effort. These were four
times more likely to leave than the average employee.

The agnostics – categorised as ‘leaning towards disengagement’ (20%),
‘neutral’ (20%) and ‘leaning towards engagement’ (27%). The agnostics
exhibit only moderate commitment to their work, teams, managers and
organisations. They are capable of moving into the disaffected or the
‘true believer’ categories. Many in fact already lean one way or another.

The true believers – These are higher performers with a lower retention risk
(11%). They exhibit very strong rational and emotional commitment to their
day-to-day work, teams, managers and organisations.

CLC (2004) argued that the agnostics represent the greatest risk and
opportunity. True believers are largely engaged anyway – the challenge is not
to create disengagement. To increase engagement among the agnostics the key
means is to remove barriers to engagement.

Dr Tim Miller of Standard Chartered Bank (SCB) is one HR leader who is
actively seeking to build employee engagement by addressing issues which act as
barriers to employee engagement. Tim uses Gallup’s Q12 survey to establish
a deep understanding of the levels of employee engagement and brand identity
throughout the SCB’s Retail Bank in its many and varied locations. He has
correlated employee engagement scores in different branches with customer
feedback and business results. He has been able to refine the focus of initiatives to
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improve engagement by analysing some of the potentially causal links. Specific
and targeted initiatives are then taken to address issues arising from the surveys
and subsequent surveys suggest that employee engagement improves as a result.

Establishing the links between improved employee engagement and
improved business results makes a powerful, evidence-based statement about
the importance of good people management to business success. Managers in
SCB’s Retail Bank buy in to the idea that engagement scores can be improved.
They look forward to receive their teams’ survey results because they know this
will provide them with meaningful data that they can do something about.

This bears out what Ulrich and Brockbank (2005) argue: ‘Value becomes the
bellwether for HR. When others receive value from HR work, HR will be
credible, respected, and influential.’ In the SBC example these approaches to
employee engagement are providing strong relevance for the HR role given that
HR supplies the tools which help line managers understand where and how to
make a difference to business performance.

Putting the People Plan Together Collaboratively

Large organisations depend on cooperation to achieve their goals efficiently.
HR can play a key role in modelling this approach by working with line
colleagues to design key HR processes such as people reviews and career and
development processes, so that corporate, departmental and individuals goals
are met. One example of how this can work in practice is the way Liane
Hornsey builds Google’s People Strategy.

Spotlight Example: Putting Together the People Plan in Google

Liane Hornsey suggests that the process of developing a business-focused people

plan is quite straightforward: ‘In every company I’ve worked for I’ve used the same

approach to putting the business plan together. You take the annual attitude survey

as a base, because that will tell you quantitatively what your employment base

thinks. Then you do some qualitative diagnostics – some focus groups, or some

semi-structured or structured interviews, or a mix of all of those. If you’ve got a free

flow in your attitude survey you’ll take some comments from that as well, and you

do a whole load of analysis.’

Creating Ownership

‘And unless you’re really stupid as a manager, you’ll involve your team in that, and

you’ll involve your clients in that. So for example what I’ve done here is to take that

data, synthesise it. But don’t do the analysis – let your team do the analysis so that

they own it. Then let your clients do a bit of the analysis too so that they own it, and

then sit down in a room and say, ‘‘OK, if X is a problem, let’s brainstorm what we

need to do to close the gaps, and then let’s agree on what we need to do to close the

gaps’’.

Continued
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DEVELOPING A CLEAR, FOCUSED STRATEGY THAT DELIVERS
WHAT IS NEEDED

There are many ways of articulating what HR is strategically focused on.
Increasingly, People Strategies are clearly expressed around a vision to help

move the business forward through people. To deliver the vision, a few simple
and relevant business drivers are chosen to form the People Mission, for
instance having the Best People, The Best Leaders and A High Performance
Climate. These provide the parameters for specific people strategies and
related processes, such as workforce planning, diversity, talent planning,
performance management, change management, work-life balance etc. The
strategy is delivered through value-adding activities or ‘deliverables’.

In one example, David Fairhurst describes the alignment between the busi-
ness and people strategies at McDonalds.

Spotlight Example: Putting Together the People Plan in Googledcont’d

An example would be our latest attitude survey which has just come out in time

for us to do our business plans. One of the issues in EMEA is work–life balance, and

people are beginning to feel that getting work–life balance is difficult. So what have

we done? We’ve looked at the data, we’ve looked at the comments, we’ve run some

focus groups and got some rich data, because work–life balance is tricky – you

never really know what that means. You know, statements like ‘‘I feel I’m working

too hard’’, or ‘‘I feel that the company is working me too hard’’ – well what does that

actually mean? What do you want to be different? So you need to do some quali-

tative research and then you know.

Then you sit down with your team, and you sit down with your clients and you

determine what you’re going to do. That’s when you say, ‘‘right, we’re going to do

ABCDE’’. Some of that will be HR or people operations initiatives, such as intro-

ducing flexible working hours for example. But a lot of it will also be shared

measures with managers, because a lot of what you have to achieve in HR is shared

with manager behaviour. So if you take the work–life balance example, one

initiative I will make happen is a policy on flexible working hours. The much, much

harder thing is to get managers to not expect their people to be here at seven, and

not to be sending them e-mails at four o’clock on a Sunday afternoon.’

Selling the Proposition

‘And then you’re back into working with managers – coaching, counselling, making

sure that your leadership cadre is everything it should be. I tend to break down the

actions into: what have we got to deliver in terms of initiatives? What have we got to

do to influence managers? And then thirdly what have we got to do to communi-

cate, because a lot of great HR practice, if it’s not sold, there’s no point having it. You

know I’m an ex-sales person and HR is internal selling. You do great stuff for your

people but you tell them you’re doing it, you make sure they know you’re doing it for

them. And you sell, sell, sell’.
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Q. How does your job impact on the business aims of the company?
A. McDonald’s ‘Plan to Win’ business strategy identifies five key business

drivers: People, Products, Place, Price and Promotion – each with
a cross-functional ‘P-team’ responsible for enhancing the performance
of their area year-on-year. It’s no coincidence that People always appears
first on that list. This puts the People team at the heart of the business with
responsibility for one of our key business drivers.

Q. What challenges do you see coming up in the future?
A. Preparing the service sector for the 2012 Olympics. This is the biggest

event on the world stage, and the service sector will be the ‘face’ of Britain
in welcoming the world.

Q. What will your approach to those challenges be?
A. We are supporting the sector skills council for the travel and tourism

industry, People First (I am Vice-Chairman) and the Employers’ association -
the Confederation of British Industry (CBI) (our CEO Steve Easterbrook
chairs the CBI’s Education and Training Affairs Committee) to change atti-
tudes towards the service sector and to play our part in ensuring that we have
sufficient high-quality customer-service skills available in the workforce.

Q. What initiatives do you have in place to help the organisation succeed?
We have identified three ‘pillars’ of activity which provide a focus for our
People initiatives: Operational excellence – ensuring we run a really effec-
tive business through People; Education – a broad agenda around capa-
bility, skills, training and education; and Modernity – ensuring we are
progressive. These are not discrete. They naturally overlap and many
initiatives sit in two areas or, indeed, all three.

These three pillars are essential for prioritising our efforts. In fact, if an
initiative does not contribute to at least one of these areas we will not pursue it.
Furthermore, since the pillars apply equally to all of the disciplines within the
team, they provide a framework which enables us to share ideas and work
together in an integrated way.

Our approach to developing initiatives within the pillars has been threefold.
First, to get the basics right. These are the crown jewels and the foundation of all our
work. Second, we must continually improve. Finally, we will carry on with the big
moves. These iconic and, at times, disruptive changes deliberately make a splash.

Q. Where have these initiatives come from?
A. Constantly searching for insights which will enable us to create value for

our People:
� The appliance of Marketing science . research which delivers

employee insights.
� Links with academia, professional bodies, employer groups and skills

agencies give us access to both best practice as well as the latest thinking.
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� Asking ‘what if?’ and ‘why not?’ . and then keeping our feet on the
shop-floor whilst reaching for the stars!

Q. How do you measure your own success?
A. Outcomes rather than inputs. Remembering that effectiveness is as much

about what we enable to happen, as it is about what we do ourselves.

METRICS

The HR function must be able to measure its contribution to business success.
In particular it needs to calculate its contribution to the effectiveness of both its
internal operations and the company’s overall people strategies. In most
companies, the link between HR and strategy and HR and metrics is weak or
non-existent.

Anne Minto measures her success ‘by the numbers of successful employees
that we promote and develop into positions within the company. I measure a lot
of my success on my employee engagement scores- that’s what I look at and I
perhaps expect much more of myself as Head of HR. We also have regular
feedback focus groups and surveys with our employees who give us direct
feedback on what they feel about the HR function and the services we provide.
We also regularly benchmark ourselves externally and compare competencies,
service delivery and cost-effectiveness.’ then I can hardly go and counsel other
people if I am not doing that myself.’

David Smith argues that any business has to be driven by the metrics, and the
retail sector in particular tends to have turnover problems: ‘so of course we look
at our retention and our absence numbers by geography, by age group, by parts
of the business. We run an attitude survey called ‘‘We’re listening’’ in 30-odd
stores at any one time on a rolling basis. So at any one time we’re able to say
what the morale is like in the business, and we can tell you what our people are
feeling about communications or leadership or pay or training or whatever it
might be.’

Employee attitude data are then compared with business data to establish
an employee–customer-service value chain and it is the frequency with which
these data are compared that allows HR to take action based on the feedback
from employees and customers: ‘We’re constantly looking at what’s
happening in terms of the metrics compared to what we’re doing and we then
relate all of that to our customer figures. We take these on a monthly basis and
they tend to be around actual physical customer numbers, customer
complaints, customer perceptions etc. So we’re looking all the time at what all
of those different care aids and initiatives are doing, what is actually
happening to our results based on what we’re doing. Only then can you
actually tell what’s really happening. Our survey is designed not only for
quantitative data but we also allow people free comment, so we can get
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commentary from them in terms of how they’re feeling and what they think
about what we’re doing.’

Liane Hornsey measures her team according to their specific objectives: ‘So,
for my team actually it’s pretty easily, because if you take the staffing team you
can measure the number of hires, quality of hires and the time to performance
of the hired over time. For learning and development you can obviously do the
quantitative measures – the number of learning courses, number of initiatives,
number of things designed and number of things facilitated. It’s much harder to
measure qualitatively in the leadership and development (L&D) area and I
think that as HR you have to have a degree of faith. Some of the HR measures
that people tend to use can be a little wide of the mark. So I definitely use
attitude surveys, and we do look at our attitude survey very carefully. We are
going to enter the ‘‘Great place to work for’’ competition in several of our
countries. You should be measured by feedback.

In terms of my personal measurement, it’s whatever I set out in my business
plan at the beginning of the year – did I deliver it? So if I said we were going
to achieve X, did we? And a lot of that is quantitative rather than qualitative,
which is dangerous, but the most important feedback is much softer than that.
It’s whether the senior team are coming to my room all the time to talk to me,
before they do anything organisationally. That’s how I know if I’m being
successful of not. Are any of them looking to hire people, or do anything with
their senior team, or reorganise something without coming to talk to me? And
you know, when you first come to an organisation they’re all doing it. When
you’re a year in, none of them should be. Then you’ll know whether you’re
good or not.’

Hewitt’s (2008) research on Next Generation HR has placed bold bets on
areas where HR can deliver most value to business. They argue this will be
possible when HR can demonstrate a causal relationship between workforce
practices and business performance. To create these insights and identify
new opportunities HR will need access to advanced data mining and the
predictive modelling of human capital processes. In other words, HR will
continue its focus on human capital measurement but will shift from ‘post
facto’ measures to more ‘predictive’ measures allowing management to
make better strategic decisions.

CONCLUSION

The HR department needs to be highly efficient, especially in these challenging
times. Otherwise HR executives will lose credibility when they try to lead
initiatives elsewhere in the organisation. The business downturn provides an
opportunity to review what work needs to be done and how, and structure
accordingly, weeding out unnecessary processes.

And transforming HR must not become the end in itself but the means to
a greater contribution by HR to business success. The success of alternative
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means of delivering HR administration, such as outsourcing or shared services
(HRSS), depends on a good shared understanding amongst stakeholders about
what its purpose is. And if having found successful alternatives to delivering
transactional work, the remaining HR function fails to establish a high level of
strategic business presence, then HR transformation becomes an own goal.
Whilst it is early days to judge how HR teams are stepping up to the challenge,
a number of reports, such as PwC Saratoga’s Managing People in a Changing
World (2008) suggest that so far HR has generally failed to make the shift to
a more strategic contribution. This report suggests that there is little evidence of
increased influence of HR in the Boardroom. Its authors have found that CEOs
generally have low opinion of HR, and the number of HRDs on main boards of
FTSE 100 is down to five. They also report that business partners aren’t valued
by executives.

So while this raises questions over the future of HR, I for one am optimistic,
and so are many of the HR leaders featured in this book, that this will be
a significant and positive one. We shall return to the question of ‘what is the
future of HR?’ in Chapter 10. But clearly if HR is going to be part of the
solution, rather than the problem, HR leaders and their teams must be able to
make the significant and proactive contribution which organisations need from
them. We shall move on to look at the key capabilities which form the core of
the HR leadership agenda – talent, leadership, culture and change – in the next
few chapters.
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learning, reward and recognition, structure and processes and systems. The very
nature of this alignment tends to lead to engaged employees and a high level of
business goal achievement.

Developing an employer brand that appeals to different generations is
no mean feat and the nature of employee expectations is constantly changing.
For instance, Anne Minto points out one of the specific challenges of recruiting
young talent into the oil and gas industry. Centrica operates in a very
competitive environment. Gas and oil prices fluctuate daily, which affects
Centrica’s business: ‘ultimately you have drive more efficiency through the
people you employ, so you have got to be constantly ensuring you are
employing and recruiting the best possible people and also that their training is
absolutely ‘fit for purpose’.

One of the biggest people challenges we have is recruiting in specialised
skilled areas where we have gaps. I think that the oil and gas industry is seeing
less people coming into it. It’s not seen as the frontier business that it was
25 years ago when people flocked into it. We are competing with other large
companies to get the best geologists or power engineers and that is a real
challenge for us.

In parts of our upstream business, for example, there are just fewer and fewer
qualified engineers in the hydrocarbons area.

Those graduates and young people are making very different decisions to
what Generation X or the Baby Boomers did. When they come for interview, it
is definitely a dual interviewing process: we might be interviewing them but
they are certainly interviewing us. The environment and business ethics are all
topics that are high on Generation Y’s list of things to ask about.’ In recent
times many engineering graduates have gone to work in the city or in
consultancy, but with the economic downturn we hope to see more of those
coming directly into our industry.

Building an Employer Brand to Make the Most of Generational
Diversity

The varying needs of different generations of employees mean that employee
value propositions and management approaches must be constantly under
review. Increasingly, segmentation approaches borrowed from marketing are
applied to understand the needs of different talent groups. Stereotypically the
generations vary in terms of what they want from their job - the degree of
freedom they expect to exercise, the amount of team interaction, risk-taking etc.
they are also likely to vary in terms of what they expect in terms of the ‘value
proposition’ or ‘deal’ they expect. Components of the deal are likely to include
salary, pension, learning opportunities, flexible working etc. Some will be
happier with deferred compensation than others for example. They will also
vary in terms of their preferred style of management-formal or informal- and
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type of hierarchy as well as in the nature and frequency of communications, and
the degree of alignment to shared values they expect.

Understanding the needs of the different generations is a growing research
theme internationally with researchers such as Frank Bournois, Tamara
Erickson and others examining the implications for employers of managing
a multi-generational workforce. The following ‘value propositions’ draw on
their work to varying degrees. For instance, the Gen UP research (CIPD/Penna,
2009) explored the needs of the different generations currently in the workplace
and considered how organisations can develop tailored value propositions to
meet the different needs. By doing so, the authors argue, employers can
harmonise the workforce generations to bring about sustainable high
performance.

The Baby Boomer Value Proposition

Baby Boomers seek authority to make decisions. If they have challenging work,
then Boomers are more likely to feel engaged with their organisation. Baby
Boomers want work–life balance. Half would consider working beyond their
expected retirement age. They want to feel personally valued by those around
them, but currently under half of them do. Just under half feel people take note
of their opinion and ideas. Boomers are more engaged if their organisation
demonstrates social/environmental responsibility. Access to personal devel-
opment engages them, for example, if they feel able to be successful and if
there are excellent job opportunities available, though only one in five are
positive about job opportunities.

The Generation X Value Proposition

Generation X seeks authority to make decisions and thrives on feeling chal-
lenged. They also want work–life balance. Generation X have reacted against
the ‘face time’ culture and often look for more of a work–life balance which
gives them flexibility and freedom. They are more concerned with outcome
than process. Half feel their job allows them to have an appropriate balance
between work and personal life. They want to be personally valued by those
around them and tend to be more engaged if there is a sense of team.
Currently, half feel people take note of their opinion and ideas at work and
this too is similar across sectors. They value feeling able to be successful in
their organisation. Access to personal development opportunities includes ‘on
the job’ growth combined with excellent job opportunities within their
organisation.

The Generation Y Value Proposition

Generation Y seek to be part of a team, have fun and make new friends.
They feel more engaged to perform better where they can access this team
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work. Three in four feel part of a team at work while half feel their
organisation is a fun place to work. This environment is consistent across
sectors. They also feel more engaged if they have challenging work, feel
able to get things done and feel a sense of challenge. They also want
work–life balance. They are more engaged with their employer if their
overall benefits package meets their needs and if they have access to
personal development, for example, being able to be successful and having
ample opportunity to grow. These opportunities include specialist skills
development.

‘‘Our number one objective is to hire the right Googlers,’’ she said. ‘‘We
never just put a bum on a seat. This ensures we only recruit high-potential,
culturally compatible staff - 100% talent.’’

Once a new employee’s contract is signed, the company sends them presents
every week before they join and invites them to lunch with their managers.

‘‘On their first day, the ‘Noogler’ [a new employee] finds their desk
festooned with balloons, gifts and T-shirts,’’ said Hornsey. ‘‘So they already
love us - and why would they ever want to leave?’’ As a result, staff turnover
is just 3%.

Training and development is largely an on-the-job experience. Google
operates a 70:20:10 policy to encourage innovation. Some 70% of an
employee’s time is spent on their day job 20% is spent on project work
and 10% (or one day a fortnight) is spent working on whatever the employee
wants to do.

‘‘If someone thinks we should open an office in the Congo, they can gather
a team and research the opportunity,’’ said Hornsey. ‘‘And if they conclude we
should, then they can go and do it.’’

All this emphasis on people development requires a hefty HR resource.
In the EMEA region, Google has 300 HR staff as part of a total workforce
of 2,500.

Is There a Generic Value Proposition That Works for All?

Core to the generic value proposition is the need to offer a ‘competitive deal’
and job security. These expectations are consistent across different industry
sectors. However, the way these needs are expressed in terms of value propo-
sition varies. For instance, some Baby Boomers are interested in long-term
reward packages, while there has been a shift for Generations X and Y to focus
on shorter term pay/benefits deals. This may be in response to the loss of final
salary pension schemes. Employers are offering pensions, childcare vouchers
and buying/selling holidays to meet the needs of the different life-stages of their
employees.

Having a good reputation as an employer attracts and engages employees
from all generations. A good employer will offer jobs with a sense of purpose
and challenge. They are also considered to treat people with respect and offer
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employees recognition and credit for their achievements. Many employees
expect an organisation to offer personal development opportunities as part of
the value proposition, though the nature of development preferences varies
between generations. For example, Baby Boomers and Generation X consider
these opportunities to include internal job moves within their organisation.
Generation Y is more interested in being given specialist skills training and
ample opportunities to grow ‘on the job’. This is likely to reflect the growing
emphasis on ‘employability’ – enabling employees to maximise their value in
the employment market.

Are Organisations Getting This Generic Value Proposition Right?

There are clear opportunities to harness the engagement and performance of
each generation. Yet it seems few organisations are responding to the diversity
of attitudes and needs and consequently may be disappointing many
employees. The Gen Up survey looked at how well organisations are perceived
to meet these core expectations that vary by generation and found some key
factors on which generational differences appeared most marked in different
sectors:

Pay

For Boomers, pay is seen to be most competitive in the public sector. For
Generations X and Y, those in the professional sector are the most positive
about receiving competitive pay from their employer. Workers in the service
sector are generally less positive than others about their ‘deal’ meeting their
needs.

Job Security

Although many seek job security from an employer, Generation Y is more
optimistic than the other generations. Six in ten of both public and financial
sector workers feel their job is secure. This is to be expected for the financial
sector, given the current economic situation. However, this is perhaps
a surprising finding, given the general perception that the public sector offers
significant job security.

Reputation – A Great Place to Work

Professional sector workers are generally the most positive about their
organisation’s reputation as a place to work. Generation X in the service
sector are also likely to feel that their organisation has a good reputa-
tion. Conversely, Baby Boomers are less likely to feel that their orga-
nisation has a good reputation, particularly if they are based in the
public sector.
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Treated with Respect

Baby Boomers are less inclined to feel that people in their organisation are
treated with respect. Around 7 in 10 workers across each generation feel a sense
of purpose in their work. Employers in the public sector seem to be doing best
when it comes to personal development for all generations. Baby Boomers are
amongst the least happy in the UK workforce in terms of personal development
opportunities.

Squaring the Circle?

Effective diversity management is about creating choice for people, but
building tailored employee value propositions and at the same time ensuring
equity and affordability is a difficult balancing act. Inclusiveness rather than
exclusion should be the watchword in policies and practices. This approach can
be extended to managing across different cultures, genders and other demo-
graphic differences. Total rewards are an excellent means of providing both
tangible and intangible rewards, many of which have few cost implications but
provide maximum benefit to employees. HR needs to work closely with line
managers to ensure that key talent, in particular, can achieve some satisfaction
of their needs and expectations in return for their part of the employment deal.

Rewarding Knowledge Workers

When Jon Sparkes worked as HRD for Scientific Generics, a Cambridge (UK)-
based firm specialising in devising ingenious solutions to difficult technical or
scientific problems, he had the challenge of devising a reward system that could
retain the talented individuals who worked for the firm and who were being
constantly poached by competitors in the area.

Jon’s solution was to work in partnership with employees, and having deeply
understood their motivators, he designed a reward process that could meet the
needs of both the business and employees. The company created an intellectual
property (IP) consultancy to maximise the inventions being produced and
developed spin-out companies which involved licensing, with inventors given
10% of royalties. Spin-out creators were given 10% of shares of the company
without having to be involved in day-to-day operations.

Commercial back-office staff sold services to spin-outs. These were free to
a new spin-out, then sold to older and better spin-outs who could afford to
employ their own organisational development (OD) specialists because they
had the budget.

Generics was a hotbed of innovation, with the City of Cambridge forcing the
pace. Jon was recruited to get growth in headcount (15–20% p.a) to generate
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the IP. He had to go global to find the people he needed – he wanted polymaths,
since innovation happens on the boundaries between disciplines.

As Jon says, ‘HR creates the thing to support the strategy. Now the process is
one of perpetual renewal. In Generics, the link between people and organisation
and the business strategy is so strong.’

RECRUITING FOR ATTITUDE

A traditional approach to recruitment is looking for cultural fit. This is the
approach taken by most HR leaders. Indeed David Smith considers that part of
ASDA’s turnaround in the early 90s was due to the strategy he developed of
hiring for attitude and training for skill. For David, it is extraordinarily
important to get the right kind of cultural fit of people at all levels. He said that
‘if you’re working in a mundane job at ASDA you need to enjoy mixing with
the public, as there’s little else that will help stimulate you. To this end, ASDA
runs a half-day assessment centre for hourly paid people.

‘Something that we kicked off in those days and still stands today, is the
recognition of individuals; this whole idea of listening to people, seeking their
help on business issues and taking their ideas on board is massively important,
much more so than your formal remuneration strategy. This is about how
people feel about the business they’re engaging with, whether they feel that
their ideas and their contributions are recognised – those are the things that
stand us in good stead. I think the whole piece has been run on communication.’

Anne Minto and her team have taken a ‘drains-up’ to the way they recruit
people in the first place. Recruiting for attitude is the primary driver in the
recruitment of front-line staff. To become an engineer, clearly one has to have
the technical capabilities either to be able to operate quite complex IS systems
or to train technically. As Anne says, this approach is paying off: ‘Actually
recruiting for attitude has made an enormous change in our ability to deliver
service to our customers and that is something HR training has had a huge
influence on.’

Anne is very proud of Centrica’s on-line recruitment, especially for grad-
uates and apprentices. Five years ago, when she went to Centrica, they had no
capacity for on-line recruitment but since going on-line, even though they still
experience problems in filling all of the specialist positions, they attract a very
healthy number of graduates and they have diminished a lot of their problems in
recruiting engineers. This is because people who are just surfing the net see the
site and the jobs and apply. They have recruited all kinds of people who have
changed career and come to work for British Gas as engineers because they
happened on the recruitment site.
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Spotlight on Google: Culture Fit at the Heart of Recruitment
and Retention

As Liane Hornsey says, ‘I only hire people who are compatible with this culture, I

think that’s always something you’ve always got to look for, I think people really

whither on the vine when they’re wrong in the culture.’

Background

Google has grown rapidly exponentially since it was founded 10 years ago. Its

technology is absolutely cutting-edge and it needs very bright talent to keep

generating great ideas and great technology. By accident, rather than design, the

types of people they have employed have been young, technically savvy and often

straight from university. This is because they have the skills and ideas needed – but

their objective is to recruit clever, innovative people who will fit the Google culture,

regardless of their background and level of experience.

The Google culture is slightly anarchic, informal, relaxed and friendly. People

are not spoon-fed – they are expected to stand on their own feet and use their

initiative. With their phenomenal growth and increasing competition, they have an

ongoing need for new talent. They aim to present the Google ‘brand’ to people they

want to employ now and also those who may join them in 5 years’ time. The

impression they make at any touch point in the hiring process is very important, as

are word-of-mouth and reputation as a good employer.

Approach

� Created a ‘house-style’ look and feel for offices – the Google primary colours,

lava lamps, massive Google current search and Google Earth screens in recep-

tions, chill out areas - which encourages a relaxed (although highly focused)

working environment.
� Every employee can have three free, high quality meals a day in a lively

canteen, plus open access to lots of areas with free drinks and snacks. This leads

to informal social and business interaction and, hopefully, healthy employees.
� Culture Club – lots of special interest groups to engage broad range of interests,

both professional and social.
� There is absolute consistency across all global locations in terms of technology

and an office pass which can be used anywhere – so wherever people go they

can plug in their laptop and work.
� The recruitment process is very personal and consistent globally. After a tele-

phone interview there are a number of one-to-ones with different people.

The process suits all ages – but possibly is more favourable to experienced

people. However, new graduates need to be able to deal with it. The objective

is to ensure not just skills match, but also culture fit.

Outcomes

� Still attracting incredibly talented people
� Excellent retention rates
� No. 1 employer graduates want to work for

Sources: Liane Hornsey and Gen Up, CIPD/Penna, 2009
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DELIVERING ON THE EMPLOYER BRAND

While creating an exciting employer brand to attract bright new talent is one
challenge, in practice, building the commitment of a diverse workforce requires
some fresh thinking. David Smith argues that this is needed – and lacking –
because employee needs and expectations are constantly changing, and HR
initiatives are not keeping pace: ‘Because when we first started calling people
by their first names and taking an interest in them, that was a wow. Now they
say, ‘well you can read my name on my badge, impress me in some other way’,
so their requirements are continually rising.’

Changing Careers

And careers may be changing in ways that we don’t expect. Graduates of
Generation Y (often referred to as ‘Millennials’) in particular appear to want
a flexible model of careers, where they can work in a project environment and
move in and out of responsible career roles. Balancing the needs of the business
for more flexibility, and the aspirations of employees for more flexible working
can be a big challenge for HR and the demand for flexible career paths is likely
to grow.

As David Smith comments: ‘If you think about Generation Y, and certainly
Generation Z when it comes along, people’s expectations will be enormous in
terms of what a working career and job and occupation will provide for them,
whereas the Baby Boomer generation was much more content to do what they
were told, and be much more loyal naturally. Now I think people are more
disloyal naturally and they want to know what your ethical policy is and what
you are doing about saving the planet. I think the future of business is much
more around people understanding and being comfortable with your ethics
behind the scenes than ever it used to be. And that’s a good thing but it’s also
something you have to think about for the future.’

Improving Work–Life Balance

Given that most sections of the diverse workforce want to achieve better
work–life balance, building options to help people achieve this will rein-
force the employer brand. Offering flexible working is the commonest
means of managing work–life balance. HR leaders use employee surveys
and assessments to determine the options that employees and recruits are
looking for with respect to work–life balance. They then develop key
performance indicators to measure work–life balance and its influence on
business, such as the voluntary attrition rates of high-talent employees. The
portfolio of work–life balance offerings should be frequently and widely
communicated to employees. Line managers should be trained in work–life
balance initiatives to ensure that they incorporate the initiatives in their
businesses.
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Delivering on the employer brand requires a laser-sharp focus on the
effective implementation of the employer brand promise. Typically, this
requires HR processes and practices that allow experiential learning opportu-
nities for talent and high potentials, together with the use of variable
compensation to motivate employees. The majority of people in each genera-
tion are likely to seek development in their specialist area of expertise.

Currently Google is one company intent on delivering on its employer brand
promise – and is doing so in part through learning and development (L&D).

Building a Learning and Development Department at Google

At Google, there have been many HR initiatives over the last 2 years, but the
one that stands out for Liane Hornsey was building an L&D department. When
she arrived at Google, there were a number of training initiatives in place, such
as product training, new starter orientation and a bit of skills training, which
involved, for example, people putting their hand up for presentation skills. But
beyond that, in Liane’s words:

‘The L&D function, the HR function didn’t exist. There were a couple of HR people but

they were very employee relations sorts of HR people. I’ve supplemented and com-

plemented these people them with some internal business partners who understand how to

consult, who have OD and other backgrounds, but who really have an OD expertise.’ Liane

hired a leading edge development director, and together they spent a lot of time strate-

gising on what the learning and development needs were, and then they’ve put together

a whole strategy around project working, coaching, development, talent managing

succession planning, blended learning, and so on.

‘And I’ve built a really stunning, I mean a fantastic learning and development

department, I’ve hired a lot of people, I’ve built the organisation up from scratch

really, and I have this big department because we’re growing very, very quickly. By

the end of this year it’ll be about 130 people. Because we have some very, very

capable people at Google and the key to keeping them highly motivated is to keep the

totality of our client base learning, so the learning and development department is

really important to us.’

DEVELOPING THE MULTI-GENERATIONAL WORKFORCE

Providing development opportunities is a key means of delivering on an
enticing employer brand promise. Devising development strategies to get the
best out of a multi-generational workforce calls for real creative thinking
underpinned by good data. Marketing techniques, such as segmentation of the
workforce can be valuable in helping create a better understanding of the needs
and aspirations of specific employee groups. The Gen Up study found that for
all the generations there is significant demand in terms of L&D for:

� People management skills including customer service skills
� Different uses of technology
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� Leadership development
� Knowledge about their organisation’s wider business

But what are the best ways to provide development that is tailored to
different needs and motivations, flexible and affordable?

Forms of Development Practice

Perhaps the most effective way of providing wider development to the work-
force is through managers and HR can develop managers of multi-generational
teams to get the best out of the people they manage. While training is still the
most common development practice, leaders in a CIPD/DDI study find special
projects, mentors and personal coaches more effective. Often, the main benefit
of training is exposure to new networks and to ways of thinking that stretch
perspectives, yet can also be applied in practice.

Formal development methods in recent years have tended to favour behav-
ioural (situational leadership) approaches and self-awareness raising using
psychometrics and emotional intelligence-based instruments. Contemporary
development methods include coaching, action learning, 360-degree feedback,
opportunities for learning and self-development, integrated with career planning
and challenging job assignments. Other common methods include job shad-
owing, secondments, off-the-job development, networks and visits. Volunteer-
ing is increasingly being used as a means of both developing individuals and
teams and fulfilling an organisation’s social responsibility to the community.

Development opportunities appear to be most enriching if they provide
people with access to new, varied challenges, where there is a degree of diffi-
culty in the task and where outcomes are important and highly visible, especially
if success is by no means guaranteed. Even hardship can be developmental,
according to previous research by the Centre for Creative Leadership.

TALENT MANAGEMENT IN THE DOWNTURN

In 2009, as the economy cools, organisations have to cut costs and realign their
goals. Usually the first casualty of a downturn is people, but there are dangers
for organisations that cut their workforces too swiftly. While people may be in
greater supply than jobs at the moment, the tide will soon turn thanks to the
demographic forces that threaten to strangle global talent supply lines. At times
like these, companies need to start paying even more attention to retaining and
developing their top talent, and considering how they can motivate and keep the
commitment of key employees.

In practice, in the 2009 recession, it seems that employers have taken
on board lessons from previous recessions – when talent processes stalled
and large-scale redundancy programmes undermined the talent base and
commitment of ‘surviving’ employees – and this time, it seems that many
employers are trying hard to retain as many staff as possible.
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Employers generally seem to recognise that the right talent and the right
HR strategies will be required to bring organisations successfully through the
downturn. Talent is very much still on the agenda, and currently the focus is
mainly on retention of key talent. Employers appear to be very conscious both
of the value of skilled and experienced employees and of the cost of replacing
them when the longed-for economic recovery happens.

BT Group chairman Sir Michael Rake (and Chairman of the UK
Commission for Employment and Skills (UKCES)), in a letter to the Financial
Times (27th February 2009), urged employers to be more forward looking, to
continue their investment in skills to survive the recession and to be well-
positioned when the economy picks up. And at a CIPD February 2009 round-
table discussion of senior HR and executives from the public and private
sectors, trade union representatives and policy experts from employer bodies,
there was strong consensus that an unrelenting investment in people is what is
will help organisations to sustain their competitiveness. Similarly, continuing
to recruit new talent to bring in needed skills and expertise will remain
important even though organisations may be downsizing.

This is borne out by findings from the CIPD’s Employee Outlook survey of
employees in UK-based organisations, carried out in February 2009, to find out
how they were experiencing the recession. On the one hand, many of the
organisations that took part in our data gathering were focusing almost entirely
on managing for survival of the business in the immediate short term. One
notable element is that many of the managers and trades union officials who are
having to deal with the challenges of the recession have never before been
through such a downturn and therefore lack previous experience of how to
handle situations that occur as a result of the slump. However, this may actually
be an advantage if it opens up the way to more collaborative solutions than in
previous recessions. In particular, although many organisations taking part in
the survey were preparing for redundancies or had already restructured, there
appeared a genuine attempt to find alternatives to redundancy where possible.

Organisations have acted swiftly to get their costs under control. Many of
the cost-saving measures have been developed jointly by managers and unions
or staff groups. Mostly these have revolved around variations on flexible
working, such as short-time working. Other cost-cutting measures include pay
and recruitment freezes and deferred graduate recruitment. Employers are
placing less emphasis on investment in L&D, employee well-being and
diversity initiatives. In fact, the most popular planned action by employers,
according to a BCG/EAPM survey (Strack et al., 2009) is cutting back on
recruiting. But organisations should cut back with caution. In the aftermath of
previous recessions, many companies found themselves without the skills they
needed. This time the skills shortages are likely to be even more acute, with
fewer younger people entering the workforce and greater numbers of older
people entering retirement, resulting in likely skills shortages in key areas.
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Clearly, a major motivation for finding alternatives to redundancies is the
desire to retain a skilled and talented workforce for when the economy picks
up. Some of the dilemmas employers are struggling with include:

a) How to lose cost and surplus capacity, but still keep employees engaged,
committed and performing. Understanding potential growth opportunities
and restructuring for these is a key concern.

b) When an organisation’s strategy is in ‘holding pattern’ because of the
context – how to keep people motivated when there may not be major
projects to keep people energised and delivering at full stretch. Employee
engagement is therefore a key concern.

c) When an organisation is in full growth mode – how to recognise and
develop skills needed for future success while people are extremely busy
now. Building and maintaining high performance is a key concern.

Many employers are also looking to strategically restructure, find greater
value from what they are doing currently, including stronger performance
management and retain a focus on talent and development. These challenges
will be at the centre of many HR leaders’ preoccupations, especially as they all
have longer-term capability and performance implications.

Retaining a Focus on Talent

CIPD Employee Outlook survey (McCartney and Willmott, 2009) respondents
recognise that bringing organisations out of the downturn will require having
the right talent and the right HR strategies. Respondents from all sectors predict
that the biggest issues for their organisations over the next 5 years will be
improving the quality of leadership, keeping the most talented employees and
improving customer service. Additionally sectors are grappling with:

� For nationalised/public corporations the biggest issues are the introducing
new technology, and becoming more innovative.

� For public sector organisations introducing new technology.
� For charities and the voluntary sector generally becoming more innovative.

Impact on Learning and Development

Conventionally, when organisations are cutting costs, investments in training
and development are usually the first to be cut. And while there are cuts in
training budgets, they were not as draconian as might be expected. The CIPD
2009 Learning and Development Survey (April 2009) found that around half
(51%) of respondents reported that funds for L&D stayed the same for the past
year, with 45% believing that funds will remain the same in the next 12 months,
although 44% of respondents expected a decrease of 40% or more to their
budgets during the same period. Similarly, the CIPD’s Employee Outlook 2009
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survey reports cuts in training (17% in total, 25% in nationalised industries),
while 38% of respondents report that investment in L&D is carrying on at much
the same level as before the downturn. However, the median training spend per
employee has dropped from £300 per employee last year to £220 this year.

� Gearing development more closely to tomorrow’s business needs

With respect to training and development, the CIPD study, Fighting Back
Through Innovation (July 2009) reports that many employers are attempting to
balance the immediate business critical needs with long-term sustainable
business needs. For example, National Express is continuing to train managers
in ‘recruitment behaviour’ so that they are ready to recruit the best when
recruitment picks up.

Seventy percent of Employee Outlook respondents agree that (L&D)
continues to be a high priority in their organisation and 76% say that it is seen
as part of business improvement. Looking to the future, 65% anticipate that
L&D will become more closely integrated with business strategy, and 60% feel
there will be greater emphasis on evaluation. The majority of respondents
believe that leadership skills (81%) and strong commercial awareness (67%)
will be most important in meeting business objectives in the next 2 years.

Many employers are concerned about the risk cuts to L&D budgets pose to
healthy leadership and talent pipelines. Trainer development is expected to
suffer, with 25% of companies planning to reduce efforts in this area, along
with coaching and development at the top of the business with 22% making cuts
here. ‘Soft’ skills and teambuilding are the most likely to suffer, with technical
skills and leadership development more likely to be preserved, in that order.

Deriving more value from training

Where training is still on offer, HR teams are reported to be focusing leadership
and management training on priority areas such as change management, stress and
conflict management, talent management and development, people and perfor-
mance management, decision-making and difficult conversations (Employee
Outlook survey). Some are also providing bespoke support to line managers in
a number of areas, including downsizing, advice on talent and performance
improvement, employee relations and increased communication and information.

L&D professionals report that they want to derive more value from spending
on training and to secure greater return on investment, with training focused
most on managers and individual team members where there is greatest
potential to drive business growth (Source: Cegos Survey, November 2008).
The same survey predicts that the biggest growth area of training will be
e-learning, set to increase 18 points in 2009 from 55% of organisations using
e-learning in June 2008.

Organisations that are aiming for high performance need to be agile and to
harness different capabilities. For organisations in every sector skills in digital
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technology, information management and entrepreneurialism need to be mixed
with change management and customer service ethos.

Building a customer service ethos has been the driver behind many of Cen-
trica’s training programmes. These have been revolutionised as Anne Minto
describes: ‘We have far shorter programmes in our call centres now before people
actually get out on to the telephones. So instead of doing 9 weeks of theory and
then getting to the phones you are having trials on the telephones by week 4 and
that’s made an enormous difference to people because they can consolidate what
they have learnt in the first 4 weeks rather than thinking by week 9 ‘‘what did I
learn in week 1?’’ That means that our attrition rates have gone down as people
stay longer and we are not having to deal with this constant change-over of staff. It
has been a major goal to reduce attrition because we want consistency and we
need our customers to feel that the people they are dealing with on the telephones
are helpful, courteous and knowledgeable abt the products we are selling to them.’

Organisations are also generally more focused on sharing learning and
pooling development resources across different departments. For instance, when
Gala Group merged with Coral Eurobet in October 2005, different processes
continued to exist in different parts of the business. Currently, Heads of L&D
across the business meet regularly to share learning and reduce spending by
removing duplication, thus leading to greater efficiency and effectiveness.

For all the challenges of the recession, there are opportunities too. And while
many employers may have to make some redundancies at least in the short
term, it is not only what organisations have to do but how they do it which will
affect employee engagement and the possibility of sustainable performance for
a return to growth.

Example: LEGO – Development with the longer-term in view

One company that is planning to maintain its investment in training and devel-

opment, despite the downturn, is Lego, the Danish toy manufacturer. In the last few

years, Lego has been competing with computer games and mp3 players. Traditional

toy sales have decreased but Lego sales increased in most of their markets in 2008.

Lego reports its greatest current threat to be the worldwide recession which is

expected to increasingly affect the toy market. However, they still expect to see

a moderate increase in sales.

Lego is looking to the long term and plans to continue its investment in sales,

marketing and production in line with this expected growth. Lego has a strong

interest in stimulating learning, and they also plan to maintain their investment

in human capital, with competence development activities and individual devel-

opment plans, ensuring it has a supply of intellectual capital and technical

competence for the future. Lego has also undergone some restructuring and has

in-sourced its production to increase flexibility and efficiency. All of which suggests

that Lego is looking to the future, at what the organisation will require in the long

run rather than cutting back spending in a knee-jerk reaction to the current climate.

Based on source: Leroux, M. (2009).
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IMPACT ON THE EMPLOYER BRAND

In the past decade, many employers have sought to differentiate themselves in
the recruitment market by building strong employer brands – typically
implying a fair ‘deal’, strong values people can relate to, opportunities for
growth, etc. How are employers remaining true to their employer branding
promise? Are they maintaining their focus and determination to live their
values, to build their talent base and to improve the quality of management and
leadership, or will short-term expediency push these out of the frame?

In general the answers are encouraging. Practices suggesting that a focus on
employer brands is being maintained are reported in the Employee Outlook
(2009). They include ‘Giving employees training to make them more
employable’ and ‘Recognising the need to keep managing talent and provide
development opportunities, up-skilling on the job floor, rather than sending
people on external training courses’.

BUILDING TALENT MANAGEMENT CAPABILITIES

Looking ahead, in preparation for the recovery, organisations must continue to
build their talent management capabilities. Especially for those organisations
that find themselves in a ‘strategic holding pattern’, it will be essential to find
ways of stretching and motivating key talent, preferably by involving them in
finding and exploiting opportunities for the business in ways that create first-
mover competitive advantage. BCG (Strack et al., 2009) make the following
recommendations:

� Assess future talent needs in the light of strategic and business require-
ments, such as the desired pace of growth or targeted future locations.

� Monitor and manage the pipeline of future leaders.
� Ensure that the plans for talent succession are in place and that candidates

for key positions are tracked as part of a regular process.
� Match talented individuals with key positions within the organisation and

implement mentoring programs.
� Carefully monitor programs for managing expatriate employees, including

those working abroad in any talent management planning and ensure that
their return home is managed professionally.

� Continually adapt career tracks to address internal shifts in the workforce or
business strategy and external client needs.

� Separate long-term planning decisions from short-term activities so that, for
example, valuable job-rotation activities are unhampered by any short-term
implications for profit and loss.

� Identify the specific types of employees sought and the best avenues for
reaching them.

� Offer potential and current employees a value proposition that aligns
closely with their desires as well as the employer’s brand.
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CONCLUSION

In the downturn, many of the talent practices that had been operating before the
recession – such as developing employer brands – are at risk and the wide-
spread process of change may undermine the emotional attachment of key
employees to the organisation. While the recession is a global phenomenon,
employers who remain true to their employer brand and continue to deliver
their people promise will be likely to keep their employees engaged and per-
forming. Talent management must remain in focus – HR must continue to build
career paths, integrate business-relevant learning and identify development
opportunities that will prepare both individuals and the business for the
recovery. The good practice which is evident in the way many organisations
and their employees are responding to the challenges thrown up by the
economic crisis suggest that a strong foundation of good employee relations
which can be built on to mutual employee-employer benefit in the post-crisis
era. And in particular, HR must focus on building the leadership needed to take
organisations forward into the next phase of business growth. It is to the topic of
leadership that we turn next.
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Chapter 6

Building Leadership Capability

‘The ultimate test of practical leadership is the realization of intended, real change that
meets people’s enduring needs.’

James MacGregor Burns

That we are experiencing uncertain economic times few can doubt. At best it
would seem that developed economies are in for a period of weak growth over
the next few years. The impact of globalisation and technology has also to
a large extent reframed the environment in which organisations create value
and change is the order of the day. Arguably it is precisely when times get tough
that leadership is most required, especially leaders who can lead people through
uncertainty, keep people engaged and focused on performance. Indeed, in such
situations, wise counsel would suggest that this is the time to invest in devel-
oping leadership.

But what kinds of leadership will be required if we are to prepare orga-
nisations to seize the opportunities of the recovery? On the one hand,
effective leadership at the top can also be a powerful organisational perfor-
mance enhancer. Warren Bennis (speaking at a CIPD Conference in 2004)
argued that the impact of effective top leadership can increase shareholder
value by 11%. On the other hand, various theorists argue that new forms of
leadership will be needed to cope with a fast-changing context. As Hamel and
Breen (2007) put it, ‘management is out of date’. Markides (2009) and others
argue that we need to move away from the old model of a single charismatic
leader towards a collective leadership, where it is the everyday efforts of
employees that produce high-performance organisations. The response of
markets, analysts, shareholders, customers, employees and the public at large
to the leadership of major financial services organisations such as Northern
Rock, Citi, HBOS, Lehman Brothers, Merrill Lynch, RBS and UBS will
testify to this.

And if business leaders own the talent agenda, HR leaders must own the
leadership agenda – ensuring that their organisation has the forms and
quality of leadership required for sustainable success. That means that HR
leaders need to know what forms of leadership will help their organisation to
succeed and then be able to source and develop these. This can prove
difficult because as Augier and Teece (2005) put it, ‘As a scientific concept,
leadership is a mess’!
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LEADERS AND CULTURE

It is particularly in changing times that leaders need to pay attention to building
healthy and adaptable cultures. There is a growing consensus that organisations
now cannot afford to have work cultures burdened with politics and power
conflicts where creativity is obstructed and where managers have no cultural
awareness. To create what Sujansky (2006) describes as a ‘vibrant entrepre-
neurial organization’ leaders must be able to share the vision, encourage
employees to take risks, set the right example, stretch employees, provide
work–life balance, establish productivity standards and feedback, recruit and
retain winners and celebrate victories.

Similarly, today’s workforce is becoming increasingly diverse and work
patterns are changing. What employees who are working flexibly or remotely
may need from their managers may be different from what conventional teams
co-located with their manager may need. Above all, in a global business
context, leaders must become ‘intercultural ambassadors’ (Loubier, 2002).
They must understand that the very concept of leadership, and therefore its
practice, varies between cultures. This understanding is an essential factor in
possessing intercultural leadership competence.

WHAT KINDS OF LEADERS ARE NEEDED FOR TODAY’S
ORGANISATIONS?

Quite what is required to successfully lead in today’s organisations is less clear.
One of the themes emerging from an extensive review of management and
leadership literature (2003–2006) is the need for new or evolved forms of
management and leadership, more suited to the demands of a complex, fast-
changing knowledge-based economy, whose focus is on engaging with
employees in ways which produce discretionary effort.

Hamel and Breen (2007) argue that ‘old’ management and leadership styles
(i.e. which they refer to as ‘Management 1.0’), which are based on a convention
of low trust/high control, sit uneasily against a paradigm of ‘volunteer’
knowledge workers, who are expected to be accountable and empowered,
willing and able to create shared learning and intellectual capital. Hamel and
Breen argue convincingly that ‘what ultimately constrains the performance of
your organisation is not its operating model, not its business model, but its
management model’ and that ‘management as currently practised, is a drag on
success’.

‘MANAGEMENT 2.0’

They propose that new forms of leadership (‘Management 2.0’) are needed for
today’s and tomorrow’s organisations. They want to reconstruct the philo-
sophical foundations of management. To build companies fit for the future, they
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argue, we need not only new management practices, but also a new statement of
principles. Without such a foundation, innovation will remain limited to
incremental tinkering. They argue for instance that management education
privileges decisiveness over reflection whereas what should be encouraged is
deeper, more multidimensional thinking, embracing systems, values and the
right, as well as left, side of the brain.

Hamel debated the components of a management innovation agenda with
a range of eminent leaders and academics at a conference at Half Moon Bay
(US) in 2009. The goal was to pinpoint the twenty-first century’s most
important management innovation challenges. In particular, the challenge was
to identify the make-or-break steps that would dramatically improve the
capacity of organisations to fulfil their obligations to society, adapt in the
absence of crisis, unleash the power of innovation and become truly inspiring
places to work. The following related challenges (and others too) emerged from
the discussion (Sources: LabNotes 5 (2009) and Hamel, (2009)):

� Fully operationalise the ideas of community and citizenship. Manage as if
everyone matters (because they do). Recast stakeholder relationships as
fundamentally interdependent and work to maximise system success.

� Seek orientation in a higher and broader purpose. Purpose generates energy,
passion and commitment. Managers must become entrepreneurs of
meaning, interpreting and translating purpose for different stakeholders.
As other researchers, including Nigel Springett and myself are finding,
alignment around a meaningful purpose can be the ‘glue’ which binds
employees to the organisation throughout periods of change. The task of
leaders is to make sure that people can retain line of sight to the purpose
in their day jobs.

� Distribute (share) the work of creating direction and strategy finding ways
of working with weak signals and experimenting with many people to
generate vibrant alternatives. The use of organisational development
methods for engaging employees in strategic change will be discussed in
Chapter 7.

� Increase trust, reduce fear. Create cultures of trust and transparency that
reduce the penalties for speaking up.

Such a powerful leadership agenda will require leaders who are willing and
able to change, see their role as organisational leaders not simply as business
leaders. It is HR’s job to build the forms and practice of leadership that will
equip their organisations for tomorrow. As Hamel argues, the executive time-
frame and perspective should be stretched. Incentives should be changed to
reward those who nurture the small projects that have the potential to become
the big ones over time. And the financial crisis has amply demonstrated the
damage that can be caused to entire systems by rewarding executives for short-
term activity without any thought of longer-term benefit or consequences.
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Similarly more holistic performance measures should be used to capture for
instance the Return on Investment (ROI) of investments in human capital and
the value of unique customer experience.

These themes are reflected more widely in the leadership literature. One
strong theme emerging from recent leadership literature is the need for indi-
vidual business leaders to have strong values and to exercise moral leadership,
perhaps not surprisingly in this post-Enron age. For Tubbs and Schultz (2006)
the leader’s values strongly shape behaviours of people around them. Forms
and styles of leadership are variously described as ‘moral’, ‘grown-up’,
‘versatile’, ‘differentiated’ and ‘prosocial’ leadership. A leader’s authenticity is
a very strong theme in the literature. Goffee and Jones (2005), amongst others,
argue that leadership demands the expression of an authentic self. People want
to be led by someone real. People associate authenticity with sincerity, honesty
and integrity.

And, given the context of almost constant change, various authors argue that
authentic leaders must learn to embrace paradox and be versatile: strategic and
operational, forceful and enabling. The emphasis is as much on emotional
intelligence as on intellect. The literature suggests that leaders handle uncer-
tainty by reflective conversations, that they must find sources of advice they can
trust and that the first step of any leadership development journey requires
leaders to look at themselves intensely and critically, i.e. leaders have self-
insight and grapple with their shadow sides; that leaders need moral codes that
are as complex, varied and subtle as the situations in which they find
themselves.

Collins (2001) is not alone in pointing out the almost altruistic nature of
‘great’ business leaders. Collins suggests that the ‘level five’ leaders he
describes in ‘From Good to Great’ work for others and themselves; they
recognise the intrinsic worth of employees and other stakeholders, support the
development of associates, and bring both hope and pain by the changes they
bring about.

Moreover such leaders fully embrace their role as organisational leader,
whose focus is on building a culture which is sustainable. They develop the
culture consciously, using symbols and dialogue to create moral solidarity and
enriching the culture by telling stories. Effective behaviours include under-
standing the bigger picture, demonstrating a compelling and achievable vision,
inspiring others, active listening, reframing, encouraging others to be creative,
creating transformational change and developing a team-oriented culture.

However, leaders need to strike a balance between the needs of the business
and the organisation – that one should be a means to the other. As Covey (2004)
suggests, in business you need to focus on mission (purpose) and margin
(profitability) – one without the other doesn’t work. Ulrich and Smallwood
(2007) suggest that leadership is about getting the results organisations need, in
the right way. Ulrich also promotes the idea of creating a leadership brand as an
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identity throughout the organisation. For Ulrich what is required is an appro-
priate blend of leadership roles – organisational strategist, organisational
executor, talent manager, human capital developer – underpinned by high levels
of personal proficiency.

Collective Leadership

The importance of leadership (rather than leaders) in culture building is
a growing theme in recent literature. Increasingly, leadership and leadership
development are seen as inherently collaborative, social and relational
processes. Leadership will be understood as the collective capacity of all
members of an organisation to accomplish such critical tasks as setting
direction, creating alignment and gaining commitment. Leadership is variously
described as ‘shared’, ‘we’, or ‘distributed’. According to Spears (2004), ‘We
are seeing traditional and hierarchical modes of leadership yielding to
a different way of working – one based on teamwork and community, one that
seeks to involve others in decision-making, one strongly based in ethical and
caring behaviours.’

There is a strong emphasis on employee development and on managers
creating the environment to allow staff to release potential. Indeed, a strong
sub-theme is about building communities of leaders at every level who can
proactively shape some of the context around them, and deliver successful
implementation through high performing, highly motivated and committed
teams. Raelin (2005) for instance argues that ‘leaderful’ organisations see
leadership as concurrent, collective, collaborative and compassionate, in
contrast to more traditional leadership which tends to be thought of as serial,
individual, controlling and dispassionate.

Defining What Is Required of Leaders

Defining what is required of leaders, individually and collectively, and the
processes for developing leaders, is very much a matter of debate and fashion.
For instance theorists and practitioners increasingly argue that the leadership
competency approach is limited. Instead of focusing on only the competencies
of the leaders, leadership is increasingly defined not as what the leader is or
does but rather as a process that engenders and is the result of relationships –
relationships that focus on the interactions of both leaders and collaborators.

One clear articulation of this trend is in the guidance provided by Norwich
Union to its future leaders: ‘When we look for leadership we look for .

� Evidence in the outcomes your leadership produces (not your rank, role,
experience, psychometric profile).

� Performance over time across outcomes we value: sustained performance
(not a one hit wonder).
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� Learning agility achieving outcomes in the face of change (not being stuck
in one way of doing things).

� Authenticity that increases your impact on outcomes – being yourself more,
playing to your strengths, with skill (not acting a role).

� Followers who are engaged in the outcomes we value and excited to excep-
tional performance (not subordinates who comply).

� Behaviours in line with our values (not outcomes at any costs).’

Given that in practice much leadership development happens on the job, it is
vital that people with leadership potential have the opportunity to deliver real
results in positions which are central to the company’s business challenges.

Despite this, leadership competencies remain a key tool in the leadership
toolkit in many organisations, but with a growing focus on the competencies
required to lead in a fast-changing context. The shift is to focus on the
organisational capabilities which appear to underpin corporate agility, i.e.
leaders who can lead beyond the short term, transform cultures, stimulate
innovation and also drive a successful business agenda.

Need for New Skills

Although the field is moving away from viewing leadership in terms of leader
attributes, skills and traits, leadership competencies remain a core dimension
of leadership development activities in most organisations. HR leaders aiming
to improve leadership development should create a leadership profile that
describes the specific leadership capabilities an organisation requires to be
successful. These are likely to include the ability to think strategically, enable
organisational agility, foster engagement and drive accountability for superior
performance.

Professor Jean-Marie Hiltrop and Sheila Udall (2008) identified the
following mix of skills and competencies as vital to sustaining organisational
competitiveness:

� Visioning and planning. Providing a clear view of a future for the organisa-
tion, together with plans to translate the overall vision into operational
reality, is crucial as a point of focus and commitment for staff.

� Information handling. Clearly companies need to be able to use new tech-
nology to generate, select and digest the information they need.

� Leadership and motivation. Companies will find themselves increasingly
relying on these skills as the new generation enters the workforce and rela-
tionships with employees are becoming more transactional.

� Creativity and learning. Most organisations say they value, even require
creativity and innovation. But in reality they discourage risk-taking and
have a culture that does not tolerate mistakes.

� Change and adaptation. Organisations need to improve their ability to cope
with rapid and complex change in an increasingly turbulent environment.
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The general ‘ideal’ is for leaders who have strategic anticipation and
insight, enabling them to shape as well as respond to the changing environ-
ment; who have core skills of communication, collaboration and empathy; and
who are versatile, resilient and emotionally intelligent, thus enabling them to
tailor their styles to specific people and situations and cope with the multiple
demands of leading others through change. These are likely to be leaders who
are curious, responsive to markets, ambitious beyond their current role, able
to change, are ethical, have high integrity and are able to mobilise employees
to higher level efforts. In other words, both trait and situational leadership
theories are alive and well.

A Leadership Development Strategy

Crafting a leadership development strategy involves making choices. HR teams
may find the following questions helpful in clarifying both the options and
potential implications of the choices they make:

� In making our talent management decisions, how much should we put the
business needs first above the individual context/requirement?

� How do we spot talent (given that people do not come wearing badges);
should we grow our own?

� Should we favour internal versus external talent?
� Should we be aiming for the cadre development of the many versus the

special high-potential few?
� What do we need to emphasise more – long-term/strategic thinking or short-

term operational excellence? How do we strike the right balance?
� And how do we ensure that we are operating to high standards with

respect to equality and diversity when identifying and developing our
leaders?

Identifying Potential Leaders

HR should lead the process of identifying and developing leaders. A joint
DDI/CIPD leadership survey report (2008) suggests that the best way to
assure a qualified cadre of leaders in the pipeline is to begin by developing
potential leaders at the bottom of the leadership pool, whereas the general
practice reported is about development being focused on those at Head of
Department level or above. As the report points out, failing to assure that
those with the highest potential rise into each rung of management could leave
UK organisations with a less than optimal pool of candidates for higher-level
positions.

But how to identify and develop such managers and leaders?
Improving leadership development should start with an assessment of the

types of leadership capabilities that are needed, then comparing those needs
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with the capabilities of the leadership team. In creating a management and
leadership development strategy, development should be focused at the right
level. Leadership development efforts should be focused on executives who are
receptive to training or coaching and are able to close the gap between current
and requisite skills. The strategy should also focus on what can realistically be
developed. Tubbs and Schultz are not alone in arguing that some aspects of
leaders are more or less fixed (core personality), while others can be developed
(behaviours). Conventional skills alone are unlikely to equip managers for their
roles in years ahead and leadership and management skills need to be advanced
in order to create the vision, culture and change necessary.

Succession Planning

While many studies of long-lived organisations suggest that the more
successful tend to grow their own leaders, the nature of succession planning
required for twenty-first century organisations is the subject of much debate.
Succession planning – and the need to keep a supply of good people coming
through the talent pipeline, not least in HR itself – is a particular challenge for
many HR leaders.

While ‘ownership’ of succession planning is widely recognised as residing
with business leaders, responsibility for the process and quality of outcomes
rests with HR. Focus group members point out the importance of engaging key
stakeholders in the process of clarifying what being a ‘good leader’ means and
creating answers to the what, why, who, how and how well questions.

The challenge is that tomorrow’s leaders are likely to be very different from
today’s – yet today’s leaders get to choose what ‘potential’ looks like. And
while many of today’s leaders may be busy focusing on execution, tomorrow’s
leadership challenges may call for new sets of skills and approaches. Getting the
right mix of skills and approaches across leadership groups will be important.

Gone are the days when organisations could protect their futures by nurturing
a chosen elite for future senior roles based on early assessment of potential and
followed by deliberate development via a succession of broadening moves and
opportunities across the business. While such development models still exist,
today’s high potentials are likely to have many alternative options and are
unlikely to pursue their career in any single organisation. Succession planning
has to work for both the organisation and the individual leader.

Instead, or as well, the focus is increasingly on growing a broad talent pool,
as well as ‘buying in’ new leadership talent. The talent pool should consist not
only of those designated to have high potential from the outset but also people
who are perceived to have the latent ability to lead in new ways but who may
not previously have been designated as ‘high potential’. ‘Latent ability’
suggests that individuals are able to develop and use the skills regarded as
‘key’; therefore the definition of potential should not be based only on current
skill levels but also embrace what can realistically be developed. Again while
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theorists may agree that intellect alone is not enough to suggest potential for
future leadership roles, debates rage about for instance how much leaders can
develop self-awareness, without which other aspects of emotional intelligence
are unlikely to be effectively applied.

Another debate is about whether succession should be planned around roles
or around building broad senior leadership capability. Competencies are often
used as a means against which leadership potential can be assessed. Dave
Ulrich argues that leadership competencies should be deduced not from some
ideal competency template, but from the results leaders will have to achieve in
their context. These need to correspond to the organisation’s particular
strategy and business model – specific to their distinct business challenges and
goals. This ‘leadership brand’ perspective connects leadership development to
business, organisational and individual performances. The prevalence of
formalized succession planning practices in organizations appears to be
increasing, largely due to changing demographic and related trends. However,
many organization leaders report low levels of confidence in their succession
planning systems and processes. Best succession and talent management
practices can help organizations achieve significant benefits, including
improved financial performance.

A typical ‘leadership brand’ succession planning process involves first
anticipating changes in markets over the coming 5 to 10 year period, then to
envision where the organisation wants to be in those markets. From that, it
should be possible to envisage what potential leaders will need to deliver in
5 years and start to identify and develop leaders with the qualities and abilities
to operate in the ways which will deliver success.

Looking ahead to how managers will produce the results expected of them in
the future, managers will typically be required to manage more diverse
workforces, including age diverse, to manage at a distance, across different
time zones and cultures. These will be leaders who can develop flexible
structures and roles with a line of sight to the customer, coach and develop their
teams, create a shared sense of direction in the face of ambiguity, be credible
and demonstrate their values through their actions and behaviours.

Hiltrop and Udall (2008) argue that succession planning should focus on
positions rather than generalised cadres but specifically those positions defined
as ‘core’. These they define as scoring highly on three sets of criteria – strategic
impact, discretionary impact and replacement risk – and ensuring these jobs are
filled by the most talented individuals. Then, having identified core positions,
the existing talent pool should be reviewed and talent aligned with positions as
much as possible. This alignment is a never-ending process, as is the assess-
ment of potential.

Ulrich also advocates assessing key positions and assessing people al-
ong dimensions of performance (past) versus behaviour (potential) using
a customer/results-based competence model. Assessing the current leadership
pipeline involves clarifying expectations and gaps in skills, knowledge and
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perspective by key transitions and building career paths in a systematic
manner.

‘High-Potential’ Development

Similarly, how to define ‘high potential’ is a challenge for many organisations
that struggle to differentiate performance potential versus readiness for a spe-
cific role or general progression. High-potential development programmes are
common in large UK organisations and usually involve a formal assessment of
strengths and development needs, more than typical general leadership
programmes. The DDI/CIPD study found that this discrepancy between high
potential and general leadership development programmes is evident in other
ways too. UK organisations generally do a better job of aligning and monitoring
their high-potential programmes than their regular programmes. Not surpris-
ingly leaders were more satisfied with high-potential programmes because they
perceive them to be much better executed than programmes designed for
typical leaders. On the other hand, accountability, especially among senior
managers, is reported as weak (23%), trailing the global average for high-
potential programmes (44%).

DEVELOPING LEADERS

And there is no shortage of opportunity to make a difference to the quality of
leadership practice through development. A large DDI survey (Pomeroy, 2006)
found that only 61% of global business leaders feel that they have the skills to
‘bring out the best in people’. Moreover managers and leaders may need
ongoing development if they are to acquire the entrepreneurial mindsets
required for success. Although collective and collaborative leadership is
increasingly considered desirable, still the greater focus in most organisations is
on developing individual leaders. And while leader development is a well-
trodden field, many of the approaches used for developing leaders remain either
contested or unproven in terms of their effectiveness. Even if more HR
professionals from the UK rate their programmes as high quality than do their
counterparts globally, this number is still small (41%). Moreover, only two in
five UK leaders are satisfied with what their organisations offer in the way of
leadership development.

There is clearly little room for complacency. While the DDI/CIPD survey
suggests that UK leaders are better performers, on average, than their global
counterparts, the proportion considered very good or excellent (44%) is still
below the standards needed to grow and compete successfully on an interna-
tional stage. Indeed when asked to rate the overall quality of leaders in their
organisations, only a disappointing 8% of UK leaders rate them excellent.

Even when organisations are clear about what leadership potential looks like
in their context, the question is how can evident and latent potential be realised?
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For some pundits leadership is not a set of techniques or a position; it’s a way of
‘being’ that results when leaders embark on a developmental cycle of ‘awak-
enings’ (Locander and Luechauer, 2006). For others leadership is a skill like
many others, something you have to practise before you become proficient.

An effective management and leadership development strategy will include
HR developing the skills to coach managers and will create genuine develop-
ment opportunities – and encourage risk taking. And ultimately leaders need to
be able and willing to develop themselves on an ongoing basis. Yet continuous
professional development seems not to be in the DNA of many managers and
leaders, and the skills of leadership still seem to be taken largely for granted.

DEVELOPMENT METHODS

Methods of management and leadership development appear caught in a time
warp and alternative forms of development through technology remain in their
infancy. Using the best methods to achieve the right outcomes means that
a blend of opportunities may be needed. While training is still the most
common development practice, leaders in the CIPD/DDI study find special
projects, mentors and personal coaches more effective. They recommend job
rotation and on-the-job training, and tailoring these to employees with different
levels of seniority.

On-the-Job Development

How can future leaders learn to both execute effectively in the short term and
also develop their strategic capability? Simply moving high-potential indi-
viduals around the organisation at speed may not be the best way of developing
them or assessing whether they do indeed have the potential to build sustained
performance; in fact it may actually prevent them from developing and
applying their skills in ways which put them to the test and improve business
results. Members of the CIPD focus group recommend keeping high-potential
employees longer in development posts so that they can deliver meaningful
performance before progressing on to the next experience. This not only
increases future leaders’ credibility with staff, but also helps to close the
common gap in understanding between those at the top of organisations and
those lower down the hierarchy about how to make things happen.

But if future leaders are to learn most from experience they need to
consciously learn from mistakes about what not to do next time and this is
where a ‘sink or swim’ approach may be unhelpful. The DDI/CIPD study also
found that UK high potentials are much less likely to get sufficient feedback
about their performance than those in other cultures. Similarly, fewer UK
high potentials get clear communications about the importance of their
development, and fewer describe their programmes as aligned with the
performance management system.
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Providing deepening and broadening experiences, such as participation in
special projects and opportunities and linking up with international counter-
parts, should be part of the development mix. Other methods may include job
shadowing, secondments, coaching as well as off-the-job development,
networks and visits.

Development opportunities appear to be most enriching if they provide
access to new, varied challenges, where there is a degree of difficulty in the task
and where outcomes are important and highly visible, especially if success is by
no means guaranteed. Even hardship can be developmental, according to
previous research by the Centre for Creative Leadership. However, some support
can make the difference between success and failure and the development of
multinational leaders appears to be a universal problem. Nearly 71% of the UK
multinational leaders in the DDI/CIPD survey describe their preparation for
their assignments as fair or poor, which makes these less useful as development
experiences and which might make it extremely difficult for them to succeed.

Formal Leadership Development

Formal leadership development takes many forms in large organisations yet
conventional methods of management and leadership development often
appear caught in a time warp. Only 42% of the UK leaders surveyed are
satisfied with what their organisations offer to develop their leadership.

As various studies have found, training is still the most frequent develop-
ment practice, yet sometimes the main benefit of training is exposure to new
networks. In recent years behavioural (situational leadership) approaches and
self-awareness raising using psychometrics and emotional intelligence based
instruments have found favour. The focus on self-awareness, while important,
can sometimes be at the expense of helping leaders understand the art of
motivating and mobilising others, especially in a context of change or where
innovation is needed. This is particularly important for people who find
themselves in leadership roles by dint of their technical expertise, rather than
through evidence of their ability to bring out the best in others.

Increasingly high potentials and would-be senior leaders attend MBA and
other strategic programmes at leading international business schools where many
large organisations also sponsor bespoke programmes for cadres of leaders. In the
DDI/CIPD study, UK executives give more priority than other global executives
to building new company capabilities, defining a clear or new company strategy
and managing new acquisitions and mergers, and curricula tend to reflect these
priorities. In comparison, they are less concerned with operational excellence,
such as improving quality and related people processes. Unfortunately, as with
competencies, the jury is still out as to how effective these forms of development
are in developing empowering and transformational leaders.

Indeed, critics of business school education argue that the curriculum of
many business school programmes, with their focus on business models and
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challenges, may contribute to what Jeffrey Pfeffer (2000) describes as the
‘knowing-doing gap’, i.e. the lack of translation of knowledge and insight into
leadership behaviour and action. In Bennis and O’Toole (2005), ‘How business
schools lost their way’, the authors argue that the critical issues of leadership
are indistinguishable from the critical issues of life, and that these are addressed
best in great literature. They argue that business schools should offer a more
humanistic study of leadership and recommend that MBA students increase
their self-knowledge and gain a deeper understanding of human nature by
looking at literature. They also argue that business schools should provide more
chances to learn hands-on management skills – perhaps by running actual
businesses, which students would help oversee as part of their coursework (just
as law schools sponsor legal clinics).

Informal Development

Informal development is a key theme in leadership literature, as is the idea that
leaders become leaders through their own efforts and choices; as Gandhi said,
‘you must be the change you want to see in the world’. However, the first step of
any leadership development journey requires leaders to look at themselves
intensely and critically, and many people don’t want to do this. Denial is a main
form of self-protection for managers, according to Locander and Luechauer
(2006). Similarly, the focus on emotional intelligence and good relationship
management is evident in much leadership development. Badaracco (2002)
argues that while empathy is good, it cannot replace confrontation with the
darker sides of one’s own self – taking responsibility means coming to grips with
your ‘secret’ side, your shadow side and your reflective side. Leaders need to
build fierce self-awareness of the way they behave around people and methods
such as coaching, multi-rater feedback and action learning groups can provide
useful insights.

Handling Uncertainty

Self-awareness is one thing: being able to lead in a constantly changing context
is another. The twenty-first century will mean rapid changes that cause
confusion and leaders may feel under pressure to always have the answers.
Jentz and Murphy (2005) argue that managers will increasingly be measured
not only by what they know but also by how they behave when they lose their
sense of direction and become confused. Many managers respond to confusion
by denying they are confused. Reflective Inquiry and Action (RIA) is a five-step
process to handle the confusion credibly:

� Embrace your confusion;
� Assert your need to make sense;
� Structure the interaction;
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� Listen reflectively and learn; and
� Openly process your effort to make sense.

Such a process is completely in line with the aim of helping leaders develop
self-awareness, authenticity and participative styles of management. In turn
leaders who exercise these more open forms of leadership, are likely to be
better able to build trust with employees.

Handling Uncertainty by Reflective Conversations

Much recent literature emphasises the social construction nature of much
leadership development. Productive deliberation is a chaotic process of zig-
zagging between feelings, thoughts, facts and analysis. It resists the temptation
to grasp hold of a single grand principle and allow it to tyrannise all other
considerations. The best reflection involves dialogue with others.

Sources of Advice

Joni (2004) argues that leaders cannot succeed without developing relation-
ships with people they can trust.

According to Joni (2004), there are three fundamental types of trust as
follows: Personal trust – based on faith in a person’s integrity. It develops in the
workplace through shared experiences and knowledge of colleagues’ charac-
ters. Expertise trust – is reliance on an adviser’s ability in a specific subject
area. Structural trust – informed, disinterested advice from sources who are
committed to a leader’s success, but who have no personal stake in it. It
provides leaders with a source of insight and information.

Sources can be academics, consulting and professional-service firms, family
and friends, alliance/partner contacts, corporate peers and coaches and Board
members – each have something to offer and potential pitfalls. It is through
such relationships, that leaders can obtain feedback and input from third
parties. This can enhance leader behaviour, development and decision-making.
For a short period in the 1990s, a few large organisations created the role of
‘corporate jester’, to act as trusted adviser to a powerful chief executive. This
was usually an external consultant who worked within the organisation, acting
as the CEO’s eyes and ears, mentor and challenger. In the UK, executive
coaching is more commonly used than in many other countries (DDI/CIPD
survey). Leaders must be careful that structural trust does not erode as advisers
are exposed to the abrasive forces of politics and personalities. For those at the
corporate pinnacle, high structural trust with most insiders is difficult to sustain.
They are surrounded by people who want to protect them from distractions,
unpleasantness or any undue influence other than their own. The result is an
isolated leader exposed to limited perspectives and subsisting on a diet of
artfully prepared ‘truths’ that may be anything but.
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A Blend of Approaches

Achieving the right outcomes may require using a blend of opportunities and
methods. As a global Head of HR interviewed in a study of international human
resources management (HRM) conducted for the CIPD by Paul Sparrow and
Chris Brewster (2008) comments:

‘So you identify out of your regional structure the people who are really strong and show the

capability and develop them. you coach them, give them stretch assignments. Our basic

model of adult learning is 70% of what you learn, you learn on the job, 20% you learn

through networks, coaching and feedback, and 10% through formal learning processes.’

Contemporary development methods include coaching, mentoring, action
learning, multi-rater feedback, online communities, opportunities for learning
and self-development, integrated with career planning, and challenging job
assignments. Other common methods include job shadowing, secondments,
visits and networks and engagement with the community. Volunteering is
increasingly being used as a means of both developing individuals and teams
and fulfilling an organisation’s social responsibility to its local community.

DEVELOPING COLLECTIVE LEADERSHIP

Developing communities of leaders requires great communications, strategic
conversations and the creation of cross-organisational networks united by
shared purpose. This requires a deep understanding of the role of organisational
systems and culture in leadership development (Van Velsor and McCauley,
2004). Increasingly, organisations use consultants and facilitators to help senior
teams work through major strategic processes and decisions, and into the
bargain develop top teams and individuals.

Organisations are also increasingly involving large numbers of employees in
‘town hall’ style meetings where they have the opportunity to better understand
the organisation’s strategic challenges and work through them, feeding in their
own ideas. Organisations in sectors experiencing rapid change find such large-
scale interventions highly effective in developing a willingness to change,
proactivity and broader employee engagement. Covey and Crawley (1999)
suggest the following process:

� Do some ‘city planning’: define borders and boundaries. Determine who
you are and who you are not. Have a master plan for 5 years.

� Focus on what you share in common: unite people by focusing them on
common causes and concerns.

� Celebrate success: be positive, focus on the strengths of individuals to make
their weaknesses irrelevant.

� Take pride in new products and services: build traditions by having ceremo-
nies and annual events.

� Have fun at work: play and socialise together.
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� Take care of your own: when members of the community feel cared for,
they will be more willing to care for others. Inspire people to give back
to the community.

Above all, these authors suggest building meaning into work; being pass-
ionate about some shared vision or mission, tying every new venture to the
mission and seeking alignment of personal interests behind the vision. Again,
the notion of shared purpose as the key unifying factor in an organizational
community comes through clearly. A community of leaders can be developed
in other ways too. Mirvis and Gunning (2006) describe how 200 executives
across Asia formed a community of leaders. They went to ashrams, hospitals,
schools, micro-enterprises and charities in India and used their experiences to
re-examine their own community and reconsider their corporate purpose.

Communication is integral to building community. The community of
leaders use ‘dialogue’ methodology in groups of varying sizes (see Chapter 7).
The creation of a collective ‘us’ is what Scott Peck calls ‘group mind’. Howard
Gardner was the first to propose that great leaders combine intellect, creativity
and ethics. Gardner and Laskin’s ‘Leading Minds’ (1996) showed that great
leaders relied on storytelling to inspire followers.

Assessing impact is important; in particular, ensuring that leaders are per-
forming more effectively as a result of development. The strongest pressure
facing leadership developers will be demonstrating ROI according to Hernez-
Broome and Hughes (2004). Human resource directors (HRDs) advocate the
setting of outcome targets which reflect what should be expected of managers
as a result of development, such as developing their own staff to their full
potential, and then rewarding leadership excellence.

This is where many UK organisations score badly compared with their
counterparts elsewhere. The real test of leadership is the way leaders affect
performance. Proficiency can be assessed in terms of a leader’s impact on
performance outcomes, measured through leadership surveys and employee
satisfaction, customer advocacy and business results.

The DDI/CIPD survey suggests that UK organisations are particularly
remiss in areas such as not holding senior managers accountable for leadership
development, being inconsistent in the way they deploy programmes across
locations and failing to measure the results of leadership development. Thus,
despite the efforts that UK organisations put into clarifying and aligning their
message about leadership development, their failure to assure that development
takes place through proper follow-through and measurement is likely to be
a barrier to gaining the results they want.

Reinforcing leadership through training and other HR systems is essential.
For Pearce and Manz (2005), the organisation reward system needs to
emphasise team-based rewards as well as recognition of individual initiative
that contributes to overall team performance.
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Spotlight on: Angela O’Connor, Head of HR Profession
for the UK Police Service

Angela is currently Chief People Officer at the National Police Improvement

Agency (NPIA) since November 2006. The NPIA was set up in 2007 to create

a national set of management, training and Human Resource standards within the

service, as well as coordinating a National information technology (IT) infrastruc-

ture. It works with a number of partners, including the Association of Chief Police

Officers, police authorities and the Home Office. Angela is head of HR profession

for police HR staff in England and Wales and leads on Police Learning, Develop-

ment and Leadership and People Strategy. She is responsible for the development of

people processes to underpin ethical policing in the UK, including leadership

development at senior levels.

Career summary

Angela’s own experience is wide-ranging and her career journey to her current

sectoral leadership role for HR has been across sectors. Following a number of years

in the private sector Angela has spent the majority of her career in the public sector.

She has been in senior HR roles at three London local authorities, Haringey,

Hackney and Enfield.

Her HR teams have been recipients of numerous awards for equality and diver-

sity, recruitment and innovative HR practices. She was headhunted from Enfield to

the Crown Prosecution Service (CPS) in 2002 where she led a national team

determined to ensure that CPS became a world-class prosecuting authority.

She was named Personnel Director of the Year in 2005 at the Telegraph Business

Awards and HRD of the Year at the Personnel Today awards. A fellow of the

Chartered Institute of Personnel Development and she appears frequently in the lists

of top HR ‘power players’. She is a board director of Skills for Justice and has

recently been elected as vice president for the CIPD Police Forum. Angela is

past President of the Public Sector People Managers’ Associations (PPMA) and

she was the first Civil Servant President in the organisation’s 30-year history in

2006/2007.

Early career

Angela’s early career was not planned. The daughter of immigrant parents, Angela

inherited from them a strong work ethic. She knew she wanted to work rather than

carry on with school studies and left school without taking ‘A’ Levels or going on to

a degree at that time. At that early stage she was keen to have a local job which

would not interfere with her social life and her first real work experience came at

the Department of Health and Social Security, working in reception. It was there she

developed strong views about the way people should be treated and honed her

philosophy about the public sector. She learned that when people are in difficulties,

they can often be isolated from the state and she knew that she wanted to make

a difference.

Continued
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Spotlight on: Angela O’Connor, Head of HR Profession
for the UK Police Servicedcont’d

From there Angela moved to Reed Employment where she learned about

customer service and the bottom line, about the importance of answering the phone

within three rings (she still does). She became interested in marketing and sales and

the link between customer service and good customer service training. She rec-

ognised that in the recruitment business, people were a commodity, albeit a lively

commodity. She discovered that she was good at sales and found that it was easy to

make good money and bonuses. She loved working with employers and stayed for

5 years working as a troubleshooter at branches which were struggling. This meant

that sometimes she would have to close down branches and make staff redundant,

a process she found upsetting.

Moving back into the public sector with a job in Personnel for Haringey Council,

Angela’s job involved providing personnel advice to grant-aided voluntary sector

organisations such as the network for elderly Asian and Caribbean women. This was

a time of some turbulence in Haringey, with riots in Tottenham and the first Lesbian

and Gay Unit being established by a UK local authority. Angela was keen to get

involved in some of the ‘meaty’ issues but recognised that most of the more inter-

esting work went to men, most of whom had an industrial relations (IR) background

and personnel qualifications.

Angela decided to do something to improve her own prospects and went to night

school to complete her school education. She then took a Post-Graduate Diploma

in Labour Studies as a mature student in London, covering law, industrial relations

and gaining exemptions from the CIPD qualification. Angela found that she loved

studying and was horrified about the lack of rigour amongst many young students.

For her, studying had been inspirational, opening the door to how organisations

work and how things come together. She wanted to explore what HR/Personnel

could really mean – how HR could make a difference.

A formative period

Angela moved to Hackney to progress her career. Such is her work ethic that she

took only one week off from night school when she had her baby daughter. She

returned to work as a job sharer for a year (as did her husband). At Hackney she had

the most meaningful career experience.

It was a roller coaster of political in-fighting. People worked all day and often

until the early hours of the morning. There were major policy changes weekly,

resulting in chaos. At the time the Inner London Education Authority (ILEA) was

being disbanded and its responsibilities were being transferred to local authorities

in central London. Angela managed the transfer of staff from ILEA to Hackney,

from a strategic and tactical standpoint – at one point going to Woolworths to

purchase cleaning materials for the education department offices. At that point

staff had no faith in Hackney and 400 education workers were protesting as the

payroll failed. For Angela this was a very formative period, and everything was being

developed on the hoof.

The teachers’ pay issue was a major learning experience. Angela employed

a county hall official as she needed this person to come and work in Hackney
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Spotlight on: Angela O’Connor, Head of HR Profession
for the UK Police Servicedcont’d

Education with her. Angela wrote her a contract on a serviette in a local cafe due

to the need to close the deal quickly due to the need to close the deal quickly. She

led the negotiations with the Teachers’ Unions, sitting with the teachers in the

classrooms, getting to understand their point of view.

Lessons in leadership

Angela realised that the role of head teacher was extremely influential and wide-

ranging – from chief educator to CEO. The head teacher could make the difference

between success or failure. Some were incredible heroes and heroines, who could

turn schools around, engage parents and do the best for the children; others could

cause the school to be destroyed in a very short period of time. This led Angela to

realise not only the difference individuals could make but also the impact of

selection and promotion on a school’s fortunes. A ‘tick box’ mentality would not

work. Leaders needed to make strong connections and to have the ability to impact

on communications.

Angela moved back to the Centre as Head of HR for Hackney. She found some

staff complacent, an issue which had not been tackled by management previously,

so set about ‘kicking butt’. This allowed the ‘brilliant staff’ to be given what they

needed to do their jobs well.

Following her career in local government and a successful role in the CPS, Angela

moved to the Policing NPIA.

The NPIA

Angela’s role as Chief People Officer for the NPIA is a new role in a new organi-

sation with a new brief. Angela’s job is to be the head of the HR profession for the

police force in the UK. The CEO of NPIA needed a seasoned HR professional who

could create people processes to underpin an ethical approach to policing which

would be policing-led and owned. Angela’s task is to develop a national people and

organisational development strategy for policing – a tough challenge given that the

43 police forces are independent of one another. She is also responsible for health

and safety above the levels of individual chief constables. She therefore has to

create a strategy which produces coherence between and above these levels.

Angela is responsible for ensuring effective learning and development (both

tactical, such as firearms training, and operational, such as management develop-

ment) as well as leadership development across the 250,000 strong police service

for England, Wales and internationally. The training and development takes place at

sites throughout the UK.

Hers is a lonely, hard job at times. As Angela is the first to point out, everyone who

moves into a job at a very senior level goes through this, and she was glad of support

from other senior professionals such as Martin Tiplady, HRD for the Metropolitan

Police. At the start there was no infrastructure or clarity about budgets and nothing

worked. It was tough trying to create a new body from a range of legacy bodies. And

while Angela generally thrives on big challenge, it was particularly tough for the

Continued
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Spotlight on: Angela O’Connor, Head of HR Profession
for the UK Police Servicedcont’d

people who had worked in NPIA’s predecessor bodies who found the chaos

involved in creating a new world hard to deal with.

Working with stakeholders

This is a highly sensitive role, and where the issues on her agenda produce a large

number of parliamentary questions. Angela has to pull together the views of all the

key partners/stakeholders – the Home Office, ACPO, the senior police officer group

and the Association of Police Authorities (APA). Working with partner bodies can be

complicated and Angela has had to learn the history and motivations of each

partner group. Angela particularly enjoys gaining insight into the day-to-day issues

facing the police force and will often spend time ‘on the beat’ to see for herself what

needs to be done.

Her role as head of profession for HR in the police is proving a pleasure. The HR

community has been welcoming and Angela is determined to give them something

in return; in particular to deliver on the common HR challenges across policing. Her

early data gathering suggested that there were some significant issues to be dealt

with, and that a purely logical approach to resolving these would not work. Some

were simple things, such as the fact that the providers of the service had not fully

engaged with the customers. In terms of police officers and staff, some ranks were

overloaded with development while others received none. On the whole there was

little effective development of key skills such as business, political, community

engagement and ambassadorial skills. Others were issues which made little sense,

such as the pressure to always train staff and police officers together, which Angela

describes as ‘tree huggy’. ICT challenges were a ‘mess’.

On the other hand there were some real ‘jewels’ such as the Strategic Command

Course and tactical training (firearms). There was plenty of potential in a new High

Potential Development Scheme and plans for a new graduate scheme. All of these

factors contributed to Angela’s vision for the kind of development which could

deliver the ethical policing at the heart of her and the NPIA’s mission.

Building ethical policing

Bramshill in Hampshire is the new National Police College and will be familiar to

many police officers above a certain rank. The NPIA runs much of its development

from there. Angela introduced annual conferences and the NPIA has an annual

chief constable’s commendations ceremony to celebrate achievements in line with

the capabilities and values underpinning effective and ethical policing. In deciding

what the focus of development and awards should be, Angela’s view is that you

need to be clear about how people will feel when the vision has been delivered and

work back from that. And that image is reinforced in many ways, practically and

symbolically. For instance symbols of policing which had previously been dis-

carded have been reinstated at Bramshill. A DVD has been produced to remind

people of the history and ‘soul’ of policing.
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CONCLUSION

An effective management and leadership development strategy will therefore
include HR developing the skills to coach managers to manage performance
and handle change effectively. HR leaders must look to create genuine devel-
opment opportunities – and encourage risk taking. To be seen as credible
suppliers of excellent leaders, HR departments need to model the performance
and good practices required of all leaders.

The real return on investment for leadership development will be when
leaders are held to account for closing the knowing–doing gap and putting their
development to good use. And the good news is, developing good leaders pays
dividends. Not only does field study evidence (Barling et al., 1996) suggest that
leadership behaviours and effectiveness increase following training, the DDI
study (Pomeroy, 2006) found also that the companies that develop leaders well
have high RoEs and profit margins.

And – who knows? – it may be too much to expect that by developing
leaders at all levels, HR will be potentially winning the war on talent, but at
least it should help organisations become more agile, reinforce the employer
brand and help create better employee engagement. A prize worth going for!

Spotlight on: Angela O’Connor, Head of HR Profession
for the UK Police Servicedcont’d

A year on, NPIA has produced on behalf of the tripartite a national strategy for

leadership and a national people strategy, both have been agreed by the Home

Secretary and the national police board. Both featured large in the recent policing

green paper and it has been announced that a national college of police leadership

is to be created with its HQ at Bramshill.

Angela is starting to feel that she and her team are making progress and also

making a difference, connecting well with HRD colleagues across the police forces.

She consciously and deliberately builds trust by admitting when she has made

mistakes. She tries to walk the talk on development and arranges dinners for

colleagues and brings in external speakers to expose them to leading-edge practice.

In all of this Angela believes that what goes round comes around:

‘You owe something to the community who supported you. You should give a leg up

to others too – always in a mentoring relationship. I gain from this as much as they do

every time’.

Other challenges this year include getting people thinking about the opportunities

an economic downturn brings to create better value ways of working. Raising

productivity and cutting costs to increase value will be critical this year: ‘To say we

are busy is an understatement but I see all of this as a mark of confidence in the work

we have already done. I have just been elected as the vice president of the CIPD

police forum and will succeed to president in due course. I am delighted with this

confidence shown in us by the police HR community.’
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Chapter 7

Leading Change

‘Leadership is the ability to step outside the culture...to start evolutionary change
processes that are more adaptive.’

Edgar Schein (1992)

In today’s challenging economic climate, organisations in every sector are
experiencing severe competitive pressure. With markets in downturn globally,
cost-cutting and restructuring are the order of the day. Employment is a major
casualty, with pay and recruitment freezes, restructurings and redundancies are
now commonplace. And as we have seen in previous downturns, disruptive
change such as this can significantly damage productivity and innovation.
Employee engagement in particular, which is thought to be the driver of
sustainable performance is potentially at risk in times of change. But must
organisations be doomed to repeat the mistakes of the past, and lose organ-
isational knowledge (corporate amnesia), waste opportunities for synergies and
shared learnin, become siloed, stale and slow to change?

Even in ‘good’ times the typical management focus and time-span are very
short term, for a variety of reasons. Indeed, periods of strong growth can often
mask the need to do anything different and can breed complacency. In the
recession, the focus is likely to be exclusively on the present. More generally,
a fast-changing context highlights both the risk of organisational implosion and
the need for different and longer-term thinking and practice.

HR leaders will be in the thick of change and transformation. They will be at the
forefront of integrating organisations after mergers and acquisitions (M&A)
implementing restructurings and relocations. HR leaders need to be good at four
fundamental practices (strategy, execution, culture and fast and flat structure) and
four further secondary practices (talent, leadership, innovation and growth through
M&A and partnerships) that need to occur at the same time if organisations are to
outperform their competitors and get extraordinary returns (Joyce, 2005).

And as HR leaders know well, managing change is not only a strategic
process but also a profoundly human one. Even when the right decisions have
been taken, the way the human aspects of change are implemented can cause
change to come unstuck. So is it possible to make sure that organisations are
ready for growth when the markets pick up again?

In the current economic climate there is a real opportunity for businesses to
break out of vicious cycles of wastefulness and short-termism. This highlights
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the need for a different approach to managing change, one which takes the human
equation firmly into account from the outset. But this means taking stock and
making any tough restructuring and downsizing decisions with a view to what
will be needed to help the organisation recover and improve when growth returns.

If HR leaders are to prepare their organisations to survive and thrive in the
future, they need to not only manage change effectively, but also build agile
workforces and change-able cultures which can respond to change and equip
the organisation to compete successfully over time. HR leaders therefore must
lead the process of culture change, building adaptable and resilient structures,
systems and behaviours.

In this chapter we shall consider how to both bring about change and build
the ability to keep on changing into the DNA of organisations by taking an
organisational development (OD) approach to change. OD’s focus is on fa-
cilitating human development for organisational, community and social gain.
OD recognises that organisations are complex, adaptive and essentially human
systems, and are influenced by their past as much as by the present. Without
sufficient energy for change there is little hope of change being sustained
organically. OD therefore puts human dynamics firmly in the foreground of any
change process and group as the primary unit of change.

BUILDING CHANGE-ABLE ORGANISATIONS

The sheer speed and volume of change are evident in Anne Minto’s reflections on
the business transformations at Centrica: ‘I think one great success has been our
agility to accommodate a rapidly changing business model. We have come from
being a business 5 years ago that had a very diverse portfolio including British Gas
Services, the AA, The Goldfish Bank, Onetel – to forming ourselves into an inte-
grated energy company. During that time we have disposed of those businesses
whilst still maintaining customer service. This has been a massive challenge for our
front-line staff. Additionally we have kept our HR team together and pushed
through our own transformation in the midst of all this business change.’

The CIPD’s Employee Outlook survey (McCartney and Willmott, 2009)
asked its 3000þ respondents from all sectors the following question:

Looking ahead 5 years, what do you predict will be the main business issues
facing your organisation?

These were:

� Forty-five percent of survey respondents predict that adapting the business
to the new economic conditions is going to be the biggest issue over the next
5 years, especially in the private sector (51%), voluntary sector (48%) and
nationalised industries (47%).

� The need to find new ways of doing business
For some organisations this means more emphasis than in the past on
restructuring (38%) and looking for new markets (37%), particularly within

138 HR Leadership



the private sector (44%). Other responses include improving customer
service (33% overall; 40% in the private sector); introducing new tech-
nology (30% overall; 43% in the private sector) and becoming more inno-
vative (27% overall; 36% in the private sector). M&As remain a firm
feature of the business landscape and cross-organisational collaborations
are on the increase, especially with respect to public sector delivery.

Success in the future will require organisations to operate as collaborative
communities, to have agile cultures, more adaptable business models, flatter
hierarchies and distributed leadership.

LEARNING FROM PREVIOUS DOWNTURNS

Change management has been the subject of management fad and fancy for
years. The last major downturn in the 1990s coincided with an explosion of
‘guru-led’ change management theory. Many of these change approaches could
be described as ‘left brain’. They focus primarily on metrics and measurements,
technical systems and process design, linear pathways and evidence-based
decision criteria. The unit of change is generally business process improvement
or organisational structure and correspondingly headcount, roles, skills and
capacity. Reengineering for instance became popular with executives who
liked the idea of being able to improve processes, while saving headcount and
other costs.

The real challenge of course is that countless studies suggest that many of
these ‘top-down’ change initiatives did not work. The promised improvements
and savings however often failed to materialise. Implementation usually proved
far harder to achieve than was thought once the consultants had left, and change
did not ‘stick’. No wonder many executives found themselves wondering why
there was no energy for change beyond the change proposers. Why was the
level of conflict/resistance so hard to contain? Why didn’t people ‘get it’, that
this change was ultimately for the good of everyone, and for the long-term
viability of the organisation?

Worse still, when growth returned, employees who had survived the cull
often demonstrated symptoms of ‘survivor syndrome’ as reflected in a lack of
commitment to their employer and unwillingness to ‘go the extra mile’. Job
losses and the added pressure on employees who remained, allied to job
insecurity, gave birth to the long-hours’ culture. This was also the era when
employers told people that they should manage their own career. As a result,
employees got the message. Disgruntled and over-stretched, many often took
the first opportunity to look for better jobs elsewhere when growth returned,
taking their skills and knowledge with them, leading to what Arnold Kransdorff
(1998) called ‘corporate amnesia’ and causing ‘wheels’ to have to be expen-
sively ‘reinvented’.‘Lean and mean’ approaches also led to ‘corporate
anorexia’. Consequently, organisations found themselves without the talent
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needed to fuel growth. This also led to what McKinsey dubbed the ‘War for
Talent’ at the end of the 1990s, as businesses competed with each other to
attract and retain the best talent.

And things are not much better these days. A 2008 study found that
companies surveyed in the UK lost £1.7 bn a year from failed change initia-
tives. Among companies surveyed across Western Europe, approximately 10 bn
Euros per year are being wasted on ineffective business process change projects
(Logica Management Consulting and the Economist Intelligence Unit).

RISKS TO EMPLOYEE ENGAGEMENT

Before beginning a culture change process, HR leaders need to address ques-
tions such as:

� How much change is necessary? How much is imposed? How can the pace
of change be modulated?

� What needs to be in place to enable flexibility? How flexible are roles?
� How clear are people about the rationale for change? How much do they

‘buy-in’? What ‘bottom-up’ changes which benefit the customer are we
encouraging?

� Is there a way to harness conflict/resistance and move forward in a produc-
tive fashion?

� Is there an easier way to create ownership of the change agenda and how do
we get people to be willing to implement the solutions?

Rather than change being imposed from the top, the workforce as a whole
needs to see the rationale for change. This will require leaders and the work-
force as a whole to be capable of strategic anticipation and innovation, with
employees who are willing and able to gather and share market intelligence,
mechanisms to involve employees in rapid execution and a greater focus on
customers – at all levels. This willingness by employees to ‘go the extra mile’ is
a symptom or by-product of employee engagement. Employee engagement is
a key indicator of a company’s culture: how employees are treated in bad times
will be remembered by them in good times. Therefore employee engagement is
an essential element of a change-able organization since by building and
maintaining good relations with employees, during times of change leaders
enhance employee commitment, capability and performance.

Various studies hint at the positive link between employee engagement and
performance. From a study of the drivers of employee engagement by the
Institute of Employment Studies (Robinson et al,) a clear view of the behav-
iours demonstrated by the engaged employee emerged:

belief in the organisation
desire to work to make things better
understanding of business context and the ‘bigger picture’
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respectful of, and helpful to, colleagues
willingness to ‘go the extra mile’
keeping up to date with developments in the field.

Engagement has clear overlaps with the more exhaustively researched
concepts of commitment and organisational citizenship behaviour, but there are
also differences. In particular, engagement is two-way: organisations must
work to engage the employee, who in turn has a choice about the level of
engagement to offer the employer. In times of change, many of the drivers of
employee engagement can be undermined.

The effects of employee disengagement are detrimental to the organiza-
tions. Flade (2002) concluded from the Gallup Organization’s Employee
Engagement Index survey that more than 80% of workers in Great Britain are
not committed to their jobs and are not actively engaged. According to this
piece poor management is to blame for the lack of employee engagement.
Crabtree (2004) also used the results of a survey conducted by the Gallup
Management Journal which surveyed 1,003 employees nationwide and
examined the differences in responses between engaged, un- engaged and
actively un-engaged employees. There was a strong correlation between
employee engagement and positive workplace relationships which suggested
that fully engaged employees have positive relations in their workplace and
are more productive in their jobs.

One of the main risks to successful change is when the ‘psychological
contract’ between employers and employees gets undermined during the
process of change. Guest argued that employers are increasingly seeking high
levels of discretionary behaviour (i.e. engaged performance) from their
employees, consistent with psychological contracts which are ‘relational’, i.e.
based on mutual trust. The concept of the psychological contract consists of the
perceptions of both parties to the employment relationship, organisational and
individual, and implies a set of reciprocal obligations, reflected in an unspoken,
implicit, assumed agreement between employers and employees about what
employees perceive they owe to their employers and what their employers owe
to them.

Exchange theory suggests the psychological contract works on the principle
of reciprocity. When people enjoy a trusting relationship with their employer,
they tend to work hard and well for their employer. Conversely, when the
contract is ‘violated’ – such as when perceived mutual obligations are not
delivered by one party or another – reciprocity is broken, trust is lost, and the
psychological contract tends to become more transactional. Employees may
resist or decommit if they do not trust management. As David Fairhurst
suggests, if employee relations (ER) are to work: ‘There has to be mutual trust
between employees and the management of the organisation. In that light, if
you are relying on conflict resolution skills and arbitration then it’s already
too late!’
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Rising Insecurity?

Cappelli (1997: 8–10) argues that new forms of high-performance work
organisation require committed, flexible and highly trained employees and that
their diffusion is hampered by worker insecurity. It has also been argued that an
essential precondition for business strategies which emphasise quality
enhancement and productivity growth is a stable, secure and trained workforce
(Brown, 1995; Edwards et al., 1998; Kochan and Osterman, 1994). Of course
fast-changing circumstances threaten the basis of stability and job security,
potentially putting employee engagement at risk. Therefore, engaging
employees in turbulent times will be challenging, especially in a context of
uncertainty where people may be losing their jobs.

In a CIPD poll (April 2009), 61% of respondents agreed that rising levels of
job insecurity are making it difficult to maintain levels of employee engage-
ment. If redundancies continue to increase throughout 2009 as is predicted, the
effect on engagement could be potentially corrosive.

If organisations are forced to restructure and continue to lay off employees,
this is likely to undermine employee trust and the stability of team membership,
which are important to the success of High Performance Working Practices
(HPWP) – unless employees have a continuing basis for trust. According to
Clark and Payne (1997) and Osterman (2000), employers must offer a quid pro
quo of job security if they want to get employee commitment, something that
would be very hard to do in the current climate. Godard (2004) found that
although workers and unions may initially decide to co-operate in the adoption
of HPWP, they may respond with apathy or resistance if management violates
the psychological contract through lay-offs.

Engaged employees, who are willing to go the extra mile, will be vital to
business survival and success in times of turbulence. They could help organi-
sations make the performance improvements they need to survive, or better
still, help to create innovations required to achieve competitive edge in a tough
business climate. Professor Jeffrey Pfeffer forecasts that only major companies
which remain focused on customer and employee engagement, and true to their
values, such as Southwest Airlines and Toyota, will successfully remain in
business in the future.

Obviously, while it may not be true that in all instances treating employees
well will result in better business results, Lawler (2003) argues that there are
numerous instances in which the two factors are mutually reinforcing so that
a kind of virtuous spiral is created. Consequently, if current circumstances
undermine the basis for employee engagement, it might be argued, there
are risks to performance. And while there is still as yet little empirical
research which suggests how a good psychological contract and employee
engagement affect performance positively, there is an increasing body of
research which suggests the harmful effects on performance of a poor
psychological contract.
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NEED FOR A RETHINK!

So while there may be many merits to traditional ‘left brain’ approaches to
change, what they are not well known for is a focus on cultural alignment and
behavioural shift – which often hold the keys to sustainable change outcomes.
Failure to focus on the ‘people bit’ of the change equation is what can turn
a change process into a major liability.

This is where OD approaches can complement traditional change manage-
ment, turning the process of change into a powerful driver of performance,
especially in tough times. In contrast to traditional change management OD
practitioners believe you can’t plan, predict or determine a change of culture –
you get the culture you deserve. The task of OD is to create the conditions for
change to emerge rather than dictating its content.

WHY IS OD NEEDED NOW?

In today’s fast-changing context, especially when the focus is on survival in the
short term, organisations can lose sight of the bigger picture and undermine
their potential for renewal and future growth. It is still quite rare for leaders to
deliberately embark on organisational development/culture change initiatives
in order to build some new capability. More generally, opportunities come
disguised as other problems – something is not working, a process is broken,
employees are demotivated, the organisation is losing customers, etc. HR
leaders must recognise these as the systems issues they are, diagnose the core
problems and work collaboratively with business partners to identify solutions
to questions such as:

� What are the right skills to drive my organisation forward?
� How will tomorrow’s leaders need to be different from today’s leaders?
� How do we engage the people we needed to deliver success?
� How do we speed up processes?
� How can we break down siloes and break up large, unwieldy units that are

slow to change?
� How do we ensure that front-line employees understand the business well

enough to be able to make trade-offs in real time?
� How do we create collective leadership?
� How can we embed customer focus in the organisation’s DNA?
� How can we create and transmit values which bind the organisation together?
� How do we create a climate for performance and innovation? How do we

unleash human imagination, create slack that gives people time to reflect,
dream and innovate; reward much more small-scale innovation?

� How can we manage change effectively and not ‘throw the baby out with
the bathwater’?

� How do we maintain trust and keep people motivated through change?
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HR leaders focus on both/and – understanding that what why they do in the
short term helps build capability for the longer term. That’s why any change
must be treated as an exercise in building a sustainable business culture.

WHAT IS AN OD APPROACH TO CHANGE?

In OD the emphasis is mainly ‘right brain’ – on imagination, engagement,
participation, moving and mobilising, empowering – at least as much as ‘left
brain’. It involves a dedicated effort to keep a balance of content, process and
people in its change approach. While strategists and senior leaders generally
prefer to take a planned approach to change, OD recognises that in human
systems, logical planning alone rarely determines what actually happens and
that change often ‘emerges’ when people are actively engaged in the change
processes. In OD the key principle of participation is given, not a choice; as
Weisbord (1978) stated ‘people will support what they help to create’. The task
of OD is to create the conditions for change to emerge through people
engagement rather than dictating its content in a rigid fashion.

OD works from the ‘end-up’. People need to understand the business case,
then they can work out the implementation. That is why it is so important that
diagnostics and implementation are rolled together, and that people have the
chance to understand why change is needed and help shape their destiny. You
can start anywhere – at the strategy, leadership development or operational
effectiveness levels. It’s about working with the positive energy within the
organisation, dealing with real issues, knowing where to connect, working
across the whole system and looking for the change levers. It’s about trying to
create the conditions but not attempting to drive the outcomes.

For the OD practitioner it’s about being resilient, holding the paradox – people
crave clarity and certainty, but for change to emerge which is truly ‘owned’ by
those who implement it, you have to live with the messiness. You don’t neces-
sarily need a grand master plan – simply working with the leaders who in turn
work with their teams creates ‘bottom-up’ change. At the same time it’s about
staying pragmatic, recognising that OD is about managing the both/and world of
expert change management and OD approaches to change.

This approach takes time, some may argue, but if you want change to ‘stick’
you may have to go slowly at first in order to go fast in a meaningful way. And
by the way, effective change need not take a long time to stick if employees feel
they ‘own’ the change. That’s why, particularly during a downturn, when speed
and effective changes are needed, successful change requires a combination of
change management and OD.

CHANGE PRINCIPLES OF OD

Since Linda Ackerman Anderson (an OD practitioner) coined the term ‘change
management’ in 1968, the field has matured in its thinking about the nature of
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change, change processes and change implementation. The following key OD
change principles are likely to produce different/better outcomes than simply
sticking to traditional expert-led approaches:

1. Be clear about the nature of change required: focus on the ‘end game’
In a downturn, there is only so much change that organisations can absorb
or even need to engage in. It can be helpful to establish criteria for deciding
the nature and amount of change required. Using a big system OD frame-
work such as those of Burke–Litwin, Nadler and Tushman can help distin-
guish between at least four categories of change:
� Externally driven change which is non-negotiable both in criticality as

well as in timescale;
� Externally driven change which is negotiable, again both in timescale

and criticality;
� Internally driven change that is non-negotiable (double check whether

the non-negotiability is due to personality power or due to organisation
survival issues); and

� Internally driven change that is negotiable because they are just some-
one’s personal agenda.
Each type of change agenda may need different treatment. A typical

OD methodology involves steps of progression: needs assessment, diag-
nosis, design, implementation and evaluation. Using such frameworks
will provide the diagnostic data needed to manage the suite of change
coming at us and also give us confidence that we’re focusing on the right
issues. As Anne Minto says: ‘It’s making sure we are doing the business
critical work. We cannot do everything at one time – we just don’t have
the resources.’

OD focuses on the ‘end game’ but change can start anywhere – for
instance by working on issues relating to strategy, leadership development
or improving operational effectiveness. It’s about working with the positive
energy within the organisation, dealing with real issues, knowing where to
connect, working across the whole system and looking for the change
levers. It’s about deliberately involving people in identifying the collective
desired outcomes and then trying to create the conditions to work towards
those outcomes. By focusing on the ‘end game’ and maximising involve-
ment, OD is as much about institutionalising change as initiating it.

2. Secure the engagement of people
By securing the engagement of people likely to be affected by the change
and tapping into the energy available for the change agenda, change will
have a higher chance of success. Since OD always starts from the ‘end
game’, at the beginning of any change initiative we need to ask:

� Who are the KEY individuals/groups on whom the successful imple-
mentation of the change project depends?
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� Who else holds data that we, the top or the change team do not have?
� Whose perspectives do we need to solicit to ensure that we have a more

robust way of thinking about this change?
Having identified those groups of people, we then need to enrol them in

actively taking part in the change process.
In one major FMCG company, the Executive team went out to

employees to hear what people had to say about some proposed changes.
They then invited the top 180 managers to help them extend the process.
Each of the 180 managers held meetings in small rooms with people who
had volunteered. In a real sense people were given permission to be
engaged. As people became more confident about challenging, managers
said, ‘We hear you. This is crap. Will you help us sort it?’ A ‘bottom-up’
network of about 500 people was formed to help drive the changes, taking
people’s views and ideas into account as much as possible.

3. Use high leverage change methodologies
The term ‘high leverage’ change methodology was coined by Holman and
Devane (1999) to mean methodologies that ‘create high energy and yield
extraordinary, sustainable results’ or ‘create the highest possible value for
the effort invested’. They, together with the work of Bunker and Alban
(1998) and of Wheatley(1999), have crystallised for us the characteristics
of this type of methodology which have been proved to reduce implemen-
tation time by half over more directive methods. They are highly people
focused and emergent in nature and their features include the following:
� Dialogue based – Involves collectively exploring, surfacing and testing

each others’ assumptions since change challenges people’s personal
world view or paradigm. Changing people’s paradigms requires more
than ‘tell and sell’; it requires a structured dialogue and inquiry, there-
fore it is important to use dialogue to invite participation, particularly
to unleash seven types of freedom: freedom to have voice, to be heard,
to dream, to be passionate, to co-construct, to participate and to
contribute (from Appreciative Inquiry). The role of change leaders is
to suggest their own view as a means of inviting people to co-construct
the new.

� Most HR leaders get to understand what’s going on in the organisation
by actively connecting with people at all levels. For David Smith of
ASDA this is about getting out on the shop floor and listening to people:
‘One of the things that I deliberately do all the time is walk about a lot, I
get out into the grass roots of the business and talk to people and I listen
to people a lot. Never a week goes by without me getting feedback on all
of the things that the business is doing. And people generally come up
and tell you how wonderfully things are going because – well they
would, wouldn’t they? They want to tell you how hard they’re working,
and that their initiatives are working really well, but you need to find out
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from people five or six layers below, ‘‘well what do you think of this
particular thing that’s happened?’’ And then you get the real feedback
which enables you to make a much more educated decision on whether
you think it’s working or not.’

� Similarly Anne Minto takes a lot of interest in getting out and around the
businesses: ‘Three or four days per month I spend in one of our business
locations -one of the call centres, an engineer focus group, meeting with
the graduates or the apprentices or I am overseas. I’m getting out and
about, understanding exactly what is going on in one business better
than another. At the end of the day you have to be talking openly and regu-
larly with your employees’. You can’t delegate that to some other third
party. It’s your responsibility to communicate with your employees.’

� And Martin Ferber talks of ‘humanity in work’, and the need for an HR
leader to be genuinely interested not only in the business but in people.

� Whole system based – People will support the change more if they have
the opportunity to share data/understanding of the need to change,
analyse current reality, identity what needs to change, generate ideas
on how to change and map out a possible implementation plan. There-
fore it is important to bring together from the outset all those who will
need to own and support the successful implementation of the change to
achieve joint ownership of the solutions and an agreed approach to
implementation will be important.

� David Smith describes the process used at ASDA to engage employees in
cultural change: ‘Lots of businesses have undergone a cultural change.
Most retail businesses won’t tell their shop floor people what the sales
figures are, they’ll not talk about profitability, they’ll not talk about the
issues, for fear that people will ask for more money or debunk some of
the stuff to the competition or whatever. That’s not the way it’s been here,
it’s been communications-led. In the early days of the turnaround in the busi-
ness at shift change wewould ‘‘huddle’’ as we’d call it. This was a 10 minute
debrief of what was going on, what the numbers where, what the issues
were, giving people an insight into what was going on. That carries on today
as a central bit of the business. We’re still, as a business, very, very open on
the basis that if you can get people involved and get them to understand then
they will care more and make their contribution. That’s one of the basic prin-
ciples that run true to what we’ve been trying to do really.’

� Engages multiple perspectives – In change, one should expect that
people hold different meanings and interpretations of what’s going
on, so in order to produce the greatest benefits, it is important to use
processes that actively seek out the greatest diversity that exists, and
give different stakeholders the opportunity to influence each other.
This can strengthen the debate, unleash creativity, and help find
common ground in the midst of diversity.
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� For David Smith hearing directly from customers is vital to get
a rounded perspective on how things are going: ‘I spend a lot of time
in customer groups, listening to what customers are saying about the
business. Getting radar from people who have no axe to grind is vitally
important, because the more senior you get in business, I find, the higher
up in the clouds you can get therefore you can’t see the ground’.

� Encourages the various bits of the system to connect with itself – Using
group dynamics such as large scale gatherings to increase the number,
variety and strength of connections within the system will help to
increase the fuel to drive change and optimise the synergies. So instead
of change leaders attempting to influence the system, processes should
be created to enable the different parts of the system to influence each
other. By maximising the group interface, no group is given the oppor-
tunity to stay rigid. As a result, a collective view will emerge as to how
best to create the desired future. For Martin Ferber this is about ‘coor-
dinating, being sensitive to things that come up, raising awareness
making connections between the organisation and between people;
sometimes stopping people making some dreadful errors because they
don’t understand how different it can be somewhere else, because
they’re not experts, they haven’t had the time..’

� Manages emotion
Managing emotion is another focus of OD. This is especially crucial
during a downturn, since negative emotions and change fatigue tend
to flow through the organisation. When these emotions are not managed
properly, no matter how strategic the change, its outcome will be at risk.
People have a huge life urge to shape their own destinies; if they under-
stand why and where change is needed, they can work out the imple-
mentation and are more likely to support the change than if they are
simply told what will happen. It is therefore important to involve key
individuals in the diagnostic process and invite them to put forward their
voices about how to plan for implementation. In that way diagnosis and
intervention are rolled together to speed up the change, and ideas and
emotions are harnessed positively to help change succeed.

Anne Minto argues that there is also only so much that line managers
and employees can take in terms of the change agenda: ‘So I think that as
a line manager one has got to be conscious of how much change you can
actually shower on to people before they say ‘‘hey hang on a minute here,
I can only cope with so much’’. And that is something that I encourage
my line managers and HRDs to be constantly looking out for – that over-
dose of change – because in this modern world we live in, some people are
less able to cope with constant change than others. You have to keep eyes
open and hope that you can spot things before they become a real
problem. It’s not just the pressures people are under at work, it’s the
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pressures generally in their lives; they have all kinds of other things going
on – children, families, divorce, bereavements – and now increasingly
people have financial problems. Many people struggle with this whole
concept of work/life balance: what is that and how can I achieve it? It’s
nice to say it, but how can people achieve it on a personal level when
the business environment of necessity has to be agile and able to change
rapidly.’

� Manages the covert aspects of change: Bob Marshak in his book
‘Covert Processes’ (2006) states clearly that any attempt to manage
change as a rational process alone will not work: out of six dimensions
of change he identifies, five are covert. Therefore any change practi-
tioner needs to work beyond the level of reason (the rational and
analytic logics) but also at the levels of organisational politics (indi-
vidual and group interests), inspirations (values-based and visionary
aspirations), emotions (affective and reactive feelings), mindsets
(guiding beliefs and assumptions) and psychodynamics (anxiety-based
and unconscious defences). These five dimensions of change, Marshak
argues, often dictate the outcome of any change exercise.

� Focuses on multiple levels of system intervention: To bring about successful
change, OD interventions usually focus on a minimum of three levels of
intervention, e.g. intrapersonal, inter-group and total system. These multiple
levels of intervention are a trademark of effective OD change support.

When Graham White came to Westminster council in January 2008, one
of his big tasks was to launch a cross-council pay review. He knew it was
going to be a sensitive issue because pay is very emotive. As he says: ‘I
knew that if the review was to work we had to get the engagement right.’
But the question was how to do so when the Council’s 5000 staff were spread
across many sites and offices.

While Graham used traditional tools such as cascaded briefings to
managers, union meetings and ‘open-house’ briefing sessions, he did not
want to use exclusively measures which appear to come down from ‘on
high’. So alongside these measures, he decided to turn to the power of
Web 2.0, i.e. applications featuring user-generated content – anything
from Wikipedia to community threads. Using technology in this way
allowed relative accessibility since most of the office staff have computers,
many have computers at home and there is access for all to computers in the
city libraries.

Graham worked on the project with the in-house communications team
and the council began an online discussion forum that was accessible
from the council’s intranet. When the forum opened, Graham was careful
to stress that anyone could initiate a thread, not just members of the HR
team. This was a good way of seeing employees’ concerns and allowed
him to set the record straight if there was any confusion about the proposed
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pay structure. What was even better was that if an employee did not under-
stand a particular issue, their colleagues would respond with an explanation
on the forum without requiring input from HR. As Graham says, ‘It has much
more impact and credibility when it is a colleague explaining this than when
it is coming from the boss in HR.’

Additional benefits were that Graham and his team were better able to
understand the mood of the organisation and its values from the comments
posted by staff members in their own language. In surveys carried out to
measure engagement between 70 % and 80 % said they were well informed
about the pay review. And since the review has finished, the Forum has
continued to serve as a platform for eliciting views on other issues, though
Graham is clear that this is only one of a number of barometers of opinion
that it is important to pay attention to. (Based on Allen, A. [2008]

� Focuses on the transition process rather just the change outcome: Accord-
ing to Bridges (2003), it is not the change outcome that trips people up – it is
the transition journey that does the damage. OD change processes therefore
focus on people’s transition experiences and are concerned to deliver
change in such a way as to ensure there is a ‘safe arrival’ experience.

In short, any methodology which focuses on distributive leadership,
engagement, participation, multiplying imagination, modelling and empow-
ering will secure implementation outcomes faster than change methodologies
that are mainly expert-led, formula-led, or assume a system/machine paradigm
(Holman and Devane, 1999).

EASYJET: EMPLOYEE ENGAGEMENT IN FAST CHANGE

In common with other airlines, easyJet has been facing a highly competitive
environment made all the more challenging by the recession. Mike Campbell,
easyJet’s People Director, describes how the company has remained focused on
employee engagement throughout this difficult period: ‘Employee engagement is
crucial to us. We’ve been wrestling with the issue of whether or not to implement
a pay agreement we reached with the pilots 2 years ago. The agreement is based on
RPI which last October was 5% and now is negative. The question at the time was,
do we say that we’ll go ahead, even though the cost will be damaging for the
business, or not? We decided to go ahead with the agreement. Integrity is one of our
values and we were not prepared to go back on the deal and sacrifice our values. In
any case, we would lose any basis for people to trust us.

When we launched a cost improvement programme in October last year we
ran a communication at every base over 3 consecutive days explaining what
was happening and why, and the impact on staff. One of the executive team
delivered this communication at every one of our 19 bases across Europe. There
were extremes of reaction, from pilots (many of whom are shareholders)
ranging being concerned about the impact on share price, fuel hedging policy
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etc., to cabin crew who were interested in roster patterns and the potential affect
on their day-to-day activities.

Over the last 3 years we have worked hard to increase the percentage of
employee shareholders with schemes based on BAYE and SAYE as well as a free
share programme for all staff when we gave everybody 2 weeks’ worth of pay in
free shares as a thank you for the record performance in each of 2006 and 2007.’

BUILDING LINE MANAGEMENT CAPABILITY TO MANAGE
CHANGE

Managing people through a recession is not an easy task, and poor management
will undermine employee engagement. Different circumstances call for
different mindsets, and many managers will struggle with the demands made of
them; after all, few of today’s generations of managers, employees, HR
professionals and union officials will have previous experience of ensuring
business survival in such a volatile context.

HR has a special role to play in developing line managers who are able to
cope with the demands made of them today. The new realities require managers
to drive down costs, focus on the short term, take quick and potentially tough
decisions. Business as usual must be maintained, even if organisations are
merging or downsizing, so a rigorous focus on customers and improving
customer service will be vital. Good communication will be vital for keeping
people informed and aware of priorities.

According to Claire McCartney (2009) while 51% of HR respondents to the
CIPD’s Employee Outlook survey feel that line managers are equipped to
manage talent in the recession to some extent, only 6% suggest managers are
equipped to a great extent and 13% feel they are not equipped at all. And while
good managers know instinctively what to do, as one senior HR professional
put it, even some very good managers when faced with major ambiguity, can be
caught like rabbits in headlights, uncertain which way to jump. And as with
rabbits, failure to act quickly enough can in many cases prove fatal. So how can
HR support line managers to manage people in these changing times?

Supporting Line Managers

Managers will be in the front-line of handling redundancies and their conse-
quences, both in terms of workload and staff morale. Managers may need more
support in managing talent and keeping staff engaged when many people
(including managers themselves) may be nervous and insecure. When redun-
dancies are under way, the way people are treated will determine whether or not
‘survivor syndrome’ kicks in.

HR can coach line managers in how to handle these challenges (i.e. how to
manage change) and provide practical support such as ‘business as unusual’
workshops where managers can openly discuss not only how they are feeling
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but also what they need to know to manage their own teams through the
transitions they face. They can help managers develop effective communica-
tions processes, clarify short-term priorities, etc.

HR leaders must also act as advisers to senior management with respect to
redundancy choices and processes. As Martin Ferber points out: ‘We as HR
leaders have to constantly get the message through to our leadership about
just how complex these people things are, and that if you don’t tackle them
correctly, you will not solve your business problems.’ HR leaders can advise
on the nature of communications required to keep the organisation func-
tioning as well as possible during tough times. They can also use their skills in
organisational design to help senior managers to devise structures which will
equip the organisation for the recovery and ensure that staffing decisions are
taken accordingly. They can keep top management alert to how people are
feeling and guide them as to where senior managers in particular need to be
seen to lead.

� Equipping line managers to manage stress
Line managers have an important role to play in helping manage stress
levels within their own teams, but it is important to recognise that many
line managers are themselves under considerable pressure. Many will
need support and development in order to be able to deal with the people
management demands placed on them. There is a strong business case for
helping line managers to manage stress. Under ‘normal’ circumstances,
a symptom of lack of engagement is when employees choose to leave an
organisation. Previous CIPD research findings show very clearly that
poor and unsupportive management and stress will damage retention. Posi-
tive employee mental health/well-being and the prevention of stress are also
now recognised as significant determinants of performance and success in
the workplace (Dame Carol Black’s report on the health of Britain’s
working age population, 2008).

CIPD and the Health and Safety Executive (HSE) have examined the
capabilities required to help managers manage workplace stress – their
own and that of others. Some of the personal barriers include personal/
home life issues, own levels of stress and pressure, and perceptions of
lack of competence and confidence as a manager. The CIPD/HSE research
has led to the development of a line manager (pilot) training programme
which is already proving helpful in equipping line managers to manage
stress. Results suggest that managers who have been trained in appropriate
techniques can reduce stress levels in their teams. Getting senior managers
to role model positive manager behaviours was identified as important to
encourage these behaviours at all levels of management. However, few of
the stakeholders felt that senior managers in their organisation were
providing this kind of role model. (CIPD/HSE, 2009: Preventing stress:
promoting positive manager behaviour).
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� Training line managers in conflict management
Given that many employees have concerns over their job security and may
be experiencing greater pressure in the workplace, it is possible that many
organisations will see an increase in conflict during this challenging period.
As with stress, managers have a clear role to play in identifying and
managing conflict. Improved consultation with managers in day-to-day
management activities is highly regarded as a means of helping line
managers prevent and manage disputes. Providing managers with training
in conflict management is likely to reduce an organisation’s number of
disciplinary and grievance cases, as well as improve employee morale.

INITIATING AND CHAMPIONING CHANGE

Responding to the need for change can be difficult enough; initiating and
championing change is even more challenging. But if HR leaders are going to
drive performance and build sustainable business cultures, that is precisely
what they need to do.

In the following spotlight case, the focus of the changes Geoff Armstrong
initiated went beyond the organisations in which he worked, and had an impact on
changing the overall system of industrial relations (IR) in the UK from the 1970s on.

Spotlight on Geoff Armstrong: Tackling Whole System Change

Geoff describes himself as a classic Baby Boomer – born in 1946 in Bootle,

Merseyside, grammar school educated and stepson of a skilled metal dresser in

Merseyside shipyards. Geoff has always been driven to succeed, though he did not

take the conventional route to career success at the time he left school. Instead of

taking up the offer of a degree course to study French at University, Geoff took

himself off to Portsmouth Polytechnic to do a sociology degree instead. Geoff

specialised in industrial sociology. At the time this seemed rather a rebellious move

but Geoff was interested in, and wanted to study the processes of organisations,

rather than the welfare aspects of labour, and wanted to understand how organi-

sations in various walks of society could work more effectively.

In the early late 60s graduates had plenty of job offers from employers during the

‘milk round.’ On graduation Geoff was keen to move into an Employee Relations (ER)

role and he chose to enter the motor industry where the hottest IR issues were at the

time. He joined Morris Engines at Coventry, a subsidiary of the British Motor

Corporation (BMC) as ‘graduate trainee.’ There were 6000 employees, 5000 of whom

were in blue collar jobs. As trainee Geoff initially moved around the various

departments, carrying out assignments, including a stint as assistant to the Welfare

officer, which meant that he accompanied his colleague to employee funerals and

always had a black tie at the ready. Then he became Assistant (or ‘Bag carrier’ as Geoff

describes it) to the Personnel Manager for the whole site. This was a forward-looking

man who exposed Geoff to new experiences, in particular meetings with the Unions.

Continued
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Spotlight on Geoff Armstrong: Tackling Whole System Changedcont’d

Piecework

This was a turbulent period to be in ER in the UK. During the 1950s and 1960s

British manufacturing was struggling to emerge from the legacy of the war years

when much major manufacturing had been turned over to the war production

where volume had been the key criterion. In the Midlands motor industry in the late

1960s the piece-work principle which had been applied since the 1920s still pre-

dominated, so employees were paid extra for doing more work, therefore people

would only do more work if they were paid.

In the post-war period the former Axis countries, especially Germany and Japan

had received massive re-investment via the Marshall plan in their largely destroyed

industrial infrastructure. In Germany in particular, a structural approach was taken to

rebuilding the industrial base, especially motor manufacturing, with employment

relations treated as a ‘greenfield site’. The Germans learned what they did not want to

do from examining what was happening in the UK and doing the opposite. Early in his

20s Geoff recognised that piece work was ‘no way to run a ship’. Procedure agree-

ments were not effective when change was needed. Piece work meant that nothing

was ever settled and effectively became the way in which the workplace was regu-

lated. Any new piece of work needed a piecework price, based on the 3Ms – means,

materials and methods. Whenever there was any change, the price needed to be

constantly renegotiated, and established for different levels of worker. Given that the

world is constantly changing, piecework represented a stranglehold on change

which was controlled by shop stewards. These could ensure that the price would be

pushed up by manipulating for instance the number of parts which would be

produced for the same price, or by demanding higher manning levels for the same job

and other ‘spanish customs’ were common. The recognised way of proceeding was to

only enter negotiations with management once the price had been paid.

In Geoff’s view, the whole management ethos was heading in the wrong direction

since customers were entirely invisible in the process and the entire focus was on the

interests and expectations of the workforce. The organisation as an end in itself was no

way to be competitive but this approach was common in British manufacturing and

traditional industries such as the docks at that time. Geoff spent 3 yearswith Morris and

learned a lot, not least from the experience of driving in to work through his first picket

line. As a member of the management side, Geoff saw it as his job not to concede.

But what Geoff realised was the power and responsibility of working in Personnel and

IR – that thesedid effectively determine how the factory ran. Hewasalsoconscious that

his responsibility extended beyond the factory walls and that a strike at the factory

could also lead to thousands of people working for suppliers also being laid off.

British Leyland came into being in 1968 as an agglomeration of the British-owned

motor industry. The hope was that this would enable volume and economies of

scale. In 1970 Pat Lowry was appointed to the British Leyland main board as its

first Industrial Relations Director. For the first time BL had a strong central figure

whose job was to make sense of this complex organisation. At the time BL had

200,000 employees based at 100+ factories working for a confusing array of brands.
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Spotlight on Geoff Armstrong: Tackling Whole System Changedcont’d

Pat Lowry built a small team to help him with this task, and Geoff joined this Head

Office team, reporting directly to Pat as his ‘bag carrier’. At this was the time of the

first Equal Pay Act, Geoff wrote BL’s first equal pay policy, as well as BL’s first

company-wide redundancy policy. With his boss, he was involved in discussions

with powerful Union leaders such as Hugh Scanlon and Jack Jones.

Joint regulation of the workplace by collective bargaining was widely seen as the

way of getting people working harder and had remained largely unchanged since

the National Agreement of 1922. In the post-war period, unlike many other

European countries which operated on forms of partnership working between trades

unions, employers and the government, and where the working assumptions were

that the interests of employees and employers were the same, in the UK industrial

relations were more adversarial and interests of employees and employers were

assumed to be fundamentally different.

By the 1970s in the UK, the old practice of negotiating ‘mutuality’ and ‘status

quo’ agreements meant that negotiations would be entered into but change was not

effected until the piece-work price had been agreed. Essentially employees always

had the veto. Pat Lowry’s team worked hard to reverse these long-established

practices and achieve a procedure agreement to effect change first and discuss after,

rather than stopping work before any change could be implemented. So embedded

were these practices that status quo agreements were supported by various politi-

cians and questions about proposed changes were regularly asked in Parliament.

The team worked to negotiate.

This was a brutal time in UK IR industrial relations. Geoff felt strongly that the old

practices were not only unhelpful to management and stood in the way of

competitiveness, but they also worked against the interests of employees. For

instance, the rigid hierarchies of skilled labour meant that trades-people were

usually labelled by age 21 if they had not reached skilled level and would be

condemned to semi- or unskilled work for the rest of their working lives. Many

managers viewed people as the ‘irrational, bolshy awkward squad’ who got in the

way of the machinery. They did not see employees as contributing but as a neces-

sary evil. Training was seen as a cost to be minimised and there was little

management interest in helping people develop their careers or gain individual

fulfilment. Even managers who understood the problem and wanted to do some-

thing to improve things were impotent to challenge such a powerful system.

Geoff was coming to an articulation of the problem over time, trying to make

sense of it and challenge the unions. IR issues were high profile. The collective

mindset at all levels – government, academics, managers and unions -was outdated.

Jack Jones the powerful T&G leader was a huge influence on the UK economy and

a powerful proponent of the piecework /mutuality principle. The prevailing belief

was that organisations should be run in a collectivist way.

Pat Lowry asked Geoff to move to Leyland Truck and Bus as IR Manager. There

were 12,000 blue-collar workers and 4000 white-collar workers. This was Geoff’s

first leadership role and his task was to make sense of the antiquated procedures, try

and work out what he could do to persuade union officials and employees, as well

Continued
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equip managers, to take up new ways of working. In his 3 years at Leyland, Geoff

became Personnel Manager. His was a daunting task and he spent many days over

that time locked in smoke-filled rooms arguing with different parties. He wanted to

change the strike propensity and resistance to change built into the system.

Though Geoff describes himself as still ‘green’ in understanding what it took to

manage an organisation well, one significant achievement was the ‘little blue

book’. This was Geoff’s articulation of the required new working practices, together

with a new pay and grading system. He sent a copy to every employee at their

home, over the heads of the union leaders, a move which did not endear him to the

unions. However, the new system was a success, and relations became more

orderly, though Geoff feels that even more success would have been possible had

the company invested more in manager training and employee communications.

Then Geoff became Group IR Director for the Truck and Bus Company as

a whole. He now had overview of all 12 factories throughout the UK and Ireland.

His task was to effect change at the Truck and Bus Group as a whole. The

competitive and IR climates at the time were very challenging. Geoff worked hard

to convince people that there were better ways of working; in particular he worked

to get managers to adopt a more strategic approach and personally negotiated with

the trades union, acting as the troubleshooter of last resort. The atmosphere was

war-like and his own office was like a command centre. His role was one of fire

prevention and though Geoff feels some progress was made, again the size of the

issue was such that Geoff feels he was scraping the surface.

Geoff then moved to British Leyland Cars (then led by Sir Michael Edwardes) to

carry out the Group ER Director role. British Leyland Cars had even bigger battles

with the unions than the Truck and Bus Company. He was based at Longbridge and

his role was most of what would now be thought of as Personnel. Geoff wanted to

inject some order into the way in which IR operated and to take away the strike

propensity. He increased the amount of training and the IR climate improved, or at

least, as Geoff puts it,’ people stopped killing one another. Group companies such as

Jaguar, Land Rover and Unipart were established and Geoff again sees his efforts as

a partial success. As Geoff says, ‘It’s hard to imagine now how dramatic and radical

what we were doing seemed at the time. People everywhere wanted to know how we

did it’.

However, in Geoff’s view success was not as a whole sustainable. The company’s

problems were so great, and relations between unions and management were

very enmeshed and adversarial. There was such a lack of investment and lack of

management capacity. Moreover the problems were being acted out in a politi-

cal maelstrom under the magnifying glass of media attention and under the

public gaze.

This attention made Geoff something of a public figure. British Leyland’s

management was under pressure for their supposed macho management and Geoff

gained the soubriquet of ‘The Iron man of British Leyland’. Geoff’s wife often found

out whether or not to expect Geoff back for dinner by watching the early evening

news. ‘On the balance of probabilities’, in place of the existing clause - ‘beyond all

reasonable doubt’, it became front page news. Indeed so intense was public interest
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in what was happening in the motor industry at the time that when annual nego-

tiations were underway, there would typically be over a dozen newspaper jour-

nalists and several television and radio journalists door-stepping the negotiations.

Geoff was routinely interviewed by industrial correspondents and often found

himself debating issues with politicians and ministers – who were intervening often

from a naive or politically interested perspective- both behind the scenes and in

public discussions. The level of scrutiny was such that when Geoff drafted a new

disciplinary procedure which suggested that an employee could be dismissed for

wrong doing.

As Geoff says,‘There was a sense that what we did made a difference. We were

tackling some long-standing company issues. It was very pressurised and there was

lots of animosity, but it felt worth the candle. It was good to bring relief to managers

who were under pressure. I think if we had been even bolder and more ambitious at

expressing the nature of the problem we might have achieved even more. At the same

time you had to be reflective. I was conscious that the things I said could cause people

to lose wages or their jobs if they did not agree with what we were saying.’ For instance

Geoff had to announce 25,000 redundancies and factory closures, including the

Morris Engines factory where he had begun his career. He had to be tough and

persuasive in making the cases for these closures and tried to communicate fully,

explaining the competitive context and the business imperatives for the closures,

using the local media as a key means of getting the message heard by workers.

Essentially there was increasing recognition that this was not a sustainable way to

work and achieve competitive advantage and this, together with the growth of political

will by Conservative governments to break the old practices signalled the beginning of

the end of theold IR era and the dawningof thenew which would bemarkedby human

relations management as opposed to collectivist relations practices. This meant that

Geoff was not only trying to influence and improve IR practices at British Leyland but

was essentially challenging the whole IR system in UK manufacturing at the time.

Personal leadership

In a very real sense Geoff exercised personal leadership. As Geoff says, he never felt

like a functional specialist – he was part of the business team who happened to be in

one of the most important jobs – his challenge was how to create a sustainable

business for the future. In a very real sense HR was the business since what

happened in IR terms could make or break the business day by day and could be the

biggest impediment to running a successful business.

What helped Geoff lead this change to the system was getting to understand the

nature of the problem to be tackled, seeing the big picture, not just a series of

fragmented episodes. This required clarity of vision and commitment to the purpose

even when people resisted or vilified the approach. He worked hard to commu-

nicate why he was doing what he was doing, and showing that he was not just being

‘bloody-minded’. Geoff exercised personal courage on many occasions, addressing

mass meetings, crossing picket lines and burning the midnight oil in negotiations

because ‘it was important to do it’.

Continued
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Geoff’s courage was put to the test in one particularly challenging incident. In 1981

while he was still at British Leyland Cars, Geoff agreed to speak at a Junior Chamber of

Commerce meeting in Dublin on the subject of IR in times of change. BL had two

factories in Dublin and advice was that there was no need to worry since the ‘Troubles’

were in Northern Ireland. This was however a very fraught time – Bobby Sands was on

hunger strike and the infamous H-Blocks were constantly the focus of protest. Geoff

was partway into his speech when hebecameaware that something was amiss from his

audience’s reaction. Three men in balaclavas and paramilitary uniform appeared on

stage to the side of him. One approached Geoff and opened fire at close range with

a 2.2 pistol, hitting Geoff in the legs three times. The shooter (who was subsequently

sentenced to twelve years in jail) declared that the shooting was a demonstration in

support of the hunger strike in the North. The trio had apparently chosen Geoff simply

because he was a high profile senior British business man. Ironically, the ‘Iron man of

Longbridge’ received a sympathy vote for him and his family as a result.

CONCLUSION

A proactive and determined approach to initiating and implementing change is
what distinguishes leadership from followership. And while it is to be hoped
that few HR leaders will be put to quite such tests as Geoff Armstrong faced,
nevertheless courage and determination are vital ingredients of bringing about
successful and sustainable change. Given the dynamic environment, the ability
to change needs to become embedded in organisational cultures. Given that HR
leaders should be experts in the human and organisational dynamics of change,
they should bring their insights into what will work from a whole systems
perspective to the challenges of restructuring, downsizing and integration. In
other words, they should bring an OD perspective to strategic change.

The benefits of an OD approach in fast-changing times are significant.
Participatory processes led by key stakeholders will mobilise the system and
unleash energy. When any change process put people’s engagement at the heart
of it, using high leverage change methodologies, connecting different bits of
organisation together, working through multiple perspectives and keeping the
WHOLE SYSTEM together, the change effort is likely to stick.

So in times like these, people should not fear experimenting. After all, the
golden rule to follow is as follows: if after trying something three times it does
not work, stop and try something else! Perhaps if all of us improve in our
‘human dynamics’ savvyness, and ensure that we have some OD practitioners
in our HR community who can help leaders to focus not just on the technical
solutions (content of the change) but on the degree of cultural acceptance of the
solutions, then change will not need to be cajoled or coerced, but can simply be
unleashed!

158 HR Leadership



Chapter 8

Building Healthy and Ethical
Organisations

‘Academics call this the ‘‘soft’’ side of leadership. It is anything but soft. It is a lot more
difficult to gain alignment of employees around mission and values than it is to meet
quarterly numbers or to cut expenses.’

Bill George (2007)

As we know, the banking crisis and subsequent recession have pushed ethics to
the top of the agenda for business and society as a whole. Poor corporate
practice is now recognised as a key factor in causing the economic crash and the
ability of (financial) markets to self-regulate has been exposed as a sham.
Organisations are under media scrutiny and pressure to respond to social and
public policy expectations.

In the wake of these events, previous reforms of board governance and
financial checks are likely to be revisited and strengthened, since the current
system clearly did not protect the consumer and other stakeholders against risks
they were unaware of. So great has been the damage to some corporate repu-
tations that a few brands have been indelibly tarnished. And while whistle
blowing has its place, more generally people are looking for greater trans-
parency for ‘truth’ rather than spin and accountability as a reasonable basis to
trust again.

And many of the factors which must be more closely attended to within
the remit of HR. Executive compensation and the big bonus culture are
manifestations of market-driven (reward and cultural) practices which have
contributed to the banking crisis and broader economic problems. And whilst
it may be hard to regulate for bonus payments, something will have to
change. If not, and if the impact of downturn on national economies worsens
further, the inequities inherent within the system could come more sharply
into focus and provoke stronger reactions – e.g. reported risk of civil unrest in
Ireland; increasing union militancy which is likely to grow further as public
sector cuts start to take place. The basis of UK employee relations – which
until recently has rested on HR management (HRM) approaches to employee
engagement rather than collective bargaining – may become unsustainable
unless lessons are drawn from what has happened and better practice
implemented.
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So HR is intimately connected with the issues which need to be addressed to
improve the overall system. HR will need to lead the search for more
sustainable practice. Sustainability involves more than building environmental
or social responsibility policies. It is more than ensuring that employees are
treated fairly. It is fundamentally about ensuring that the organisation has an
ethical basis for its existence and that the organisation delivers on its promises
to all its stakeholders, including society at large. It is about equipping the
organisation to meet the needs of customers who will continue to buy the
organisation’s products. It is about developing healthy and innovative cultures
in which people are well led and give of their best.

HR’s role is to act as builder of healthy and sustainable organisational
practice. For Ulrich, an HR leader must act as a culture and change steward.
Webster’s defines steward as ‘a person morally responsible for the careful use
of money, time, talents or other resources, especially with respect to the prin-
ciples or needs of a community or group’. What Webster’s does not define is
how to exercise stewardship. And this is where HR leaders have choices. Will
HR be part of the problem or part of the solution?

A ‘COMPANY POLICE OFFICER’ ROLE?

At one level, a steward can be reactive, controlling, sanctimonious even. If this
is the approach taken, HR’s role simply becomes that of ‘company police
officer’ who demands compliance with a set of regulations, and adds little real
value because – as has already been seen – poor practice can exist even though
the regulatory boxes have been ticked. Geoff Armstrong points out the dangers
of this approach to HR’s reputation: ‘If we just stand on the sidelines, sancti-
moniously or procedurally, seeing ourselves as custodians of health and safety,
etc. we’ll be accepted but resented. We’ll be seen as the Function that keeps us
out of jail, that likes to say no.’ Similarly, if HR simply becomes the risk
management function, their procedures are likely to kill off the innovation and
entrepreneurialism needed for business success. As Pfeffer (2000) points out,
much of what HR does kills off innovation.

In today’s organisations, ensuring compliance with ethical standards cannot
be achieved by command and control. After all, there is an increasing bifur-
cation with respect to means of exacting compliance – from electronic means of
surveillance of employee activities to highly dispersed work forces working
from home and never seeing a manager. And there is potentially a vicious circle
at work: the less employees are trusted, the more alienated and untrustworthy
they may become. With social media making it possible for employees to send
damaging images and messages around the world instantly, building a trusting,
positive relationship with employees is as much about risk management/
damage limitation as good practice. Once damaged, brands take a long time to
recover.
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ACTIVE STEWARDSHIP – BUILDING ETHICAL, SUSTAINABLE
PRACTICE

To build a sustainable organisation requires HR to take a much more proactive
approach to stewardship than mere compliance. I prefer Ulrich’s definition of
what good stewardship involves – it is about facilitating change, valuing,
crafting and personalising culture. Although HR is within the organisational
system, HR leaders need to actively intervene in the system to improve
organisational health and effectiveness.

This involves identifying and wrestling with dilemmas arising from today’s
complex organisational environment, such as how to balance risk management
and innovation and how to both compete and collaborate. Such dilemmas do
not lend themselves to easy solutions and reconciling them can involve cutting
across vested interests. This requires HR leaders to operate from a strong value
base and be willing to persist in challenging or promoting ideas and practice in
the face of opposition, even at some personal cost.

And what qualifies HR for this cultural stewardship role? On the one hand,
HR leaders can have no superior claim over other members of management
teams to be the moral arbiter and Geoff Armstrong argues strongly that HR
must not position itself as such. On the other hand, HR leaders are the
organisation’s custodians of values. HR leaders must step forward, monitor and
govern work (Losey et al., 2005). HR has many tools with which to intervene in
the system. And HR is in a better position than most to know what is really
going on, but that knowledge can present HR leaders with sensitive choices into
address tricky issues. They need personal courage, pragmatism and political
expediency and good judgement.

Better Governance

In the past, HR’s role in governance processes might have seemed peripheral,
but increasingly HR must play a key role in governance. Governance issues are
important (for example, moving the organisation in the direction of what is in
the long-term interest of customers and shareholders even if these conflict with,
or are at odds with Senior Management interests). HR leaders must act as active
stewards, creating culture and practices that encourage candour/openness and
build trust between managers and employees, the organisation and its
customers, investors and other stakeholders. HR should pay attention to the
processes for decision-making and communication. Are people getting the
information they need to do their jobs, are they involved in implementation
decisions, how can technology assist, is there a good balance of reflection and
action, could meetings be more productive? All of these are within the HR
leader’s organisational design and development remit.

HR also needs to understand how to act if different stakeholder interests get
out of synch at any point (Becker and Huselid, 2006). Beatty et al. (2003)
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mention financial measurement and reward systems as an example of where
things can get out of synch. These are intended to reward deserving leadership
but if poorly designed they can allow certain individuals (usually management)
to ‘cook the books’. And Jackie Orme raises the question, given the part played
by executive bonuses in the recent economic crisis: ‘Have we developed,
promoted, incentivised and rewarded the leaders we deserve?’

Beatty et al. (2003) also identify three different areas of focus for HR with
respect to the wider organisational behavioural standards and practices they
must design and introduce. These cover lawful behaviour, ethical behaviours
and vocal constituencies (to ensure that strategic unity isn’t lost). The second
and third of these are harder to address (not the least because they have different
significance in different cultures and for different individuals) but have
important consequences for reputation, branding and engagement.

So how can HR leaders demonstrate active stewardship in day-to-day
events? Take a disciplinary situation, for instance, in which the HR leader
suspects that a line manager has contributed as much to creating the problem as
the person who is being disciplined. Jackie Orme argues that there is, in
practice, a distinction between approaching a disciplinary scenario wearing
a compliance ‘hat’ – acting as an HR officer merely carrying out a disciplinary
procedure – and a strong, independent HR leader who is acting as steward,
making sure the right thing is done. The latter involves understanding what
values mean in a disciplinary context – saying to a line manager, ‘This is
wrong’ – having the courage to challenge and hold your position.

What about when leaders step out of line and violate cultural norms? Do we
address the situation directly or do we accept? Do we try and challenge/change/
force out individuals? Active stewardship requires that we do. This is a real test
of integrity and moral courage, especially when, as HR professionals, we are
essentially enmeshed within the system.

Of course, playing this role is not popular – after all, failing organisations,
CEOs and even governments have not wanted to tackle such issues. But if an
HR leader has strong values, especially if these are stated, they are something to
hang on to. Jackie Orme for instance has been prepared to do this from her
earliest career days. She has found that speaking out openly in an informed and
balanced way about issues of culture/leadership/values, in the context of
healthy peer relationships defined by respect for one another’s ideas and
initiatives, has produced dynamic tension but led to positive change.

Jackie Orme argues that it is only very occasionally that organisations think
about HR’s role through these lenses and that when this happens, shareholders
and CEOs have very high expectations and provide significant share of voice
for HR, seeing it as one of the most important functions in the enterprise. In
such circumstances, HR becomes less politicised and is strategically positioned
to both deliver the HR agenda and run a commentary on the current and future
health of the organisation. Jackie suggests that HR must act as balanced
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advocate of competing needs of stakeholder groups within the organisation and
steer a course through competing commitments that enable the medium or
longer-term view to be taken.

More broadly, an HR leader contributes value by instilling within a culture
the values, accountability norms and standards of behaviour which create
healthy and sustainable organisations. Such organisations actively serve the
needs of all their stakeholders – internal and external. The guiding principle
should be to support the building of longer-term value.

Many HR leaders themselves can and do take an active role in the gover-
nance of other organisations by acting as non-executive directors. By devel-
oping a holistic view of another organisation and using their insights to add
value, HR leaders not only bring benefit to the organisation but also develop
their own strategic ability by exposure to the entire governance process.

Employee Engagement

HR leaders need to build and sustain a workforce environment that fosters
engagement and is attractive to potential employees. The volume and pace of
change can make the task of aligning employees to the organisation very
challenging, especially in large organisations. Martin Ferber comments:
‘I think that staff can feel increasingly anonymous and isolated, a cog in the
wheel, in these large fast moving companies where people come and go from
jobs much more quickly than they used to. You don’t necessarily know your
colleagues for very long, then you’ve got another colleague, another report,
another boss. It’s far more turbulent, and I think the word is turbulent rather
than changing, than it used to be.’

Given the growing body of evidence that employee engagement is the major
factor in performance, such disconnection could be significant. SHRM (2002)
argues that this has many implications ranging from employee well-being,
performance and customer loyalty. Towers Perrin (2008) considers employee
engagement as comprising three components: rational/cognitive (under-
standing the organisation’s strategy and how they can contribute to it);
emotional/affective (to the strategy and their potential contribution to achieving
it); and motivation/willingness (to go the extra mile). Others define employee
engagement as composed of three elements - intellectual, social and emotional.

Organisational Design

Towers Perrin (2003) identify the main aspects of the work environment to
affect employee engagement as strong leadership, accountability, and a sense of
control over the work environment. This suggests that employee engagement is
closely linked to both leadership and organisational design. Providing a sense
of belonging is important if employees are to engage with the organisation at all
the three levels. Jamrog et al. (2008) carried out an empirical global survey to
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discover components of high-performance culture. They found that the
following practices were key to engagement.

� ‘Walking the talk’ and behaving consistently;
� Understanding customers’ needs and focusing on meeting those needs;
� Sharing information with employees and developing great supervisors;
� Creating an environment of focus and teamwork;
� Designing processes that unite people;
� Clear measurement of performance;
� Treating employees well; and
� Behaving with the highest possible standards.

HR leaders must design organisational structures and practices which meet
the needs of stakeholders, especially customers.

Leaders – Align, Empower and Serve

Leaders are the biggest factor affecting engagement in most studies of the
subject. Bill George (2007) argues that successful organisations of the twenty-
first century – those that sustain superior results year after year – will be led by
authentic leaders who know how to motivate this new group of employees and
gain their full commitment. For George, these leaders will align, empower and
serve. They will align by uniting the entire organisation around a common
purpose and values; empower by motivating employees to step up and fulfil the
organisation’s purpose; serve by dedicating themselves to all the organisation’s
constituencies – customers, employees, investors and communities. Building
such leadership capability is a key responsibility of HR leaders.

Alignment With a Higher Purpose

And while many design elements can provide the basis for good employee
engagement, for a real affective attachment to the organisation a higher purpose
provides the glue which binds employees to a common effort however disparate
their talents and roles. Employee engagement is not a mechanical system. It is
a psychological construct which exists within a company culture. Simply
measuring employee engagement does not produce engagement – potentially
the opposite. HR leaders must focus on a process of co-creating an Employee
Value Proposition which can truly connect and engage employees. They must
also ensure that employees have the basis of what Coats (2005) describes as
‘Good Work’ – where employees feel they are treated fairly and have the
chance to participate – i.e. they have ‘voice’ and ‘equity’.

HR leaders have a key role to play in helping identify and create alignment
around a higher purpose. Real engagement occurs when people feel uplifted by
their organisation’s purpose and their part in delivering it. Purpose acts as
emotional and connective component of organisation, creating an ‘identity’ that
employees value and that also supports the strategy and defines what you ‘stand
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for’. Companies with a higher purpose tend to have not only a better reputation
but also more loyal workers and customers. Such organisations strive for better
performance at all times.

CUSTOMER PURPOSE AND SUSTAINABILITY

Of the various forms of organisational purpose – serving the needs of staff,
community, shareholders and customers or balancing the needs of different
stakeholders – customer-intensive purpose appears to be the most motivating
and most likely to result in innovation, speed and sustainable business results.

Moreover, customer-focused organisations are more sustainable than others.
There are many studies which suggest a strong correlation between employee
engagement and customer satisfaction. Two well-known companies with
a strong investment in both employees and customers (and who achieve high
performance) are Southwest Airlines and Tesco. HR leaders, therefore, focus
on the question how do we position ourselves to be sustainable, and get
customers coming back to us?

Companies whose products, processes and people deliver excellence at
every touch point of customer contact are simply less vulnerable in the
marketplace. These companies exhibit resilience, and this ‘stress resistance’
translates into an ability to not only withstand transient economic downturns,
but also to maintain consistent levels of market capitalization in the longer
term. (McEwen and Fleming, 2001).

Of course, for HR the employee is also the customer. Geoff Armstrong
argues that organisations have to reposition themselves to deal with (internal)
customer demands since they’re more reliant on the discretionary contribution
of people: ‘It is the ability to engage the willingness of individuals to anticipate
and feed back what customers are saying, to reconfigure and apply this research
fast to maximise the customer repeat order.’

This customer-centric view involves HR ‘working with management to
develop policies, practices and philosophies geared towards creating a truly
motivated and dedicated workforce’ (Wharton on HR, 2007). Geoff Armstrong
argues that ‘This requires a lot of evidence-based knowledge around the
practice of management of people, not just the ‘programme of the month’ or the
latest idea out of HBR, etc. It has to be an explicit, ongoing process – how we
position ourselves to be sustainable, and get customers coming back to us.’

Building a customer-focused organisation means that HR must use data and
tools to understand what is needed to create alignment and a sense of fair deal.
And most of these tools are directly within HR’s remit – reward systems,
communications, policies of many sorts, opportunities for development, team
working and well-being. Managers and leaders have a significant impact on
employee engagement. HR has the ability to influence both – it has both the
sanctions and the levers. The real challenge is to use them to build healthy
practice.
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Delivering Public Value

In the public sector for ‘customer’, substitue ‘citizen’, ‘end user’, ‘public’,
‘politician’. Public leaders are charged with delivering ‘public value’ (Moore,
1995), i.e. they should use their resources to maximise their contribution to the
public realm and to the achievement of outcomes valued by the public. To
achieve this objective they need to engage with their citizens and direct
customers to agree what constitutes public value in that specific context. It is this
which determines how public sector leaders gain legitimacy and suggests a shift
towards meeting the specific needs of the communities being served rather than
just government funding departments. The public service leader or manager has
to consider the following dimensions in developing a course of action.

� Authorising or political environment – do decisions have legitimacy and
support? Are they politically sustainable?

� Operational capacity – are plans feasible? Does the organisational capacity
exist?

� Public value, strategic goals – mission and purpose. Is the offer possible?

The proposition is that purpose, capacity and legitimacy have to be aligned
in order to provide the public service leader with the necessary authority to
create public value through a particular course of action. In much the same way,
HR has its own internal ‘public value’ to deliver, and the same dimensions
apply to people strategies. Moreover, public sector HR leaders can deliver not
only organisational capacity to deliver public value but also the OD expertise to
dign processes which help managers engage effectively with stakeholders. By
so doing they contribute directly to the shaping and delivery of public value.

Putting Something Back – Corporate Social Responsibility (CSR)

Giving something back is known to be a factor which matters to employees and
companies with active CSR practices tend to produce strong employee
engagement and better brands as well as benefiting the community. HR leaders
must ensure that the external brand promise is matched by internal brand
realities. They must also ensure that the organisation actively plays its part in its
community, exercising social responsibility and reinforcing sustainable busi-
ness practice. The positive impact of CSR is being seen in communities
worldwide. Attracting and retaining competent people is a good example of the
business driver for CSR.

HR can play many roles with respect to CSR: leading and educating their
organisations about its importance and actively introducing HRM practices that
support company business and CSR goals (SHRM, 2004). Sustainability often
requires organisational and cultural change (both activities that are within HR’s
remit) but if HR does not understand sustainability issues, they will not be able
to contribute to the organisational and cultural changes required (Wirtenburg
et al., 2007).
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The notion of service to the community is a common motivator for many of
the HR leaders in this book. Most participate as board members in the work of
charities and social enterprises. Anne Minto, for instance, has chaired the
Institute of Employment Studies and has also been on the National Employers
Liaison Committee for the Reserve Forces.

David Fairhurst is leading McDonalds’ contribution as an employer to the
national skills agenda: ‘We are supporting the sector skills council People 1st
(I am Vice-Chairman) and the Confederation of British Industry - the CBI - (our
CEO Steve Easterbrook chairs the CBI’s Education and Training Affairs
Committee) to change attitudes towards the service sector and to play our part in
ensuring that we have sufficient high-quality customer service skills available in
the workforce.’ As an industry leader, David was responsible for contributing to
both the formulation of policy and the delivery of employer-led qualification
initiatives, and McDonalds now runs a training company offering a variety of
business relevant ‘A’ levels, degrees and other qualifications. His contribution to
improving the skills of young people is therefore on a national scale.

Spotlight on Angela O’Connor: Building a Diverse Culture at the Crown
Prosecution Service

When Angela O’Connor arrived at the Crown Prosecution Service (CPS), she rec-

ognised that this was an organisation in distress. Trust was at an all-time low. Staff

survey results showed that there were dysfunctional issues relating to equality,

diversity and performance which needed to be dealt with. On performance, in

particular, it was clear that improvement was needed. There were no rewards for

success, nor were there any sanctions for failure. The organisation had become

a ‘soft touch’. Angela personally went through the many employment tribunal cases

and sorted them into those cases where the organisation had messed up, in which

case they should make things right, settle or sign agreements; and those cases where

the CPS had no case to answer, which they decided to defend, using the best

employment lawyers rather than settle. The large number of cases against the CPS

was significantly reduced and morale in the organisation drastically improved, as

was evident in exceptional improvements in staff survey results.

On diversity, to bring about change in a highly intellectual organisation, Angela

saw the importance of approaching the issues using evidence. She published

statistics and facts which raised key questions such as why are there no black Chief

Crown prosecutors in England and Wales? Angela’s assumption was that this was

partly because potential candidates were de-selecting themselves on the basis that

they had no chance of being appointed to such posts, so she set about radically

overhauling the system. She charged the Crown Prosecutor as leader with devel-

oping people as a key part of their role. There was to be no tokenism; in fact, the bar

was raised. She worked with groups of people across the organisation and focused

on building a diverse talent pipeline.

Continued
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Spotlight on Angela O’Connor: Building a Diverse Culture at the Crown
Prosecution Servicedcont’d

One initiative introduced by Angela’s team was the legal ‘scholarship’ scheme.

These were people who aspired to a legal career but came, like herself, from less

conventional backgrounds, such as administration. For instance, one scholar was

a single mother; another had multiple sclerosis. The scheme received the backing of

the then Solicitor-General Harriet Harman and the Director of Public Prosecutions

(DPP). It was launched at a summer reception hosted by Cherie Blair. This scheme

alone helped change the face of the law to one based on merit and equality. By the

time she left the CPS after 4.5 years, the CPS had the best diversity levels across

Whitehall and a 33-year-old Asian woman had become Chief Crown Prosecutor

and was the first of many BME Chief Crown Prosecutors.

ACTIVELY BUILDING HEALTHY ORGANISATIONS

Beyond being custodians of values, HR leaders must be culture-builders,
working actively and persistently to build healthy and sustainable business
cultures. Their task is essentially an organisational development (OD) task. OD
is concerned with developing organisational effectiveness and sustaining
organisational renewal. OD is ‘. a process (and its associated technology)
directed at organisational improvement’ (Margulies, 1978).

‘.all the activities engaged in by managers, employees and helpers that are directed

toward building and maintaining the health of the organisation as a total system.’

(Schein E., 1988)

OD recognises that organisations do not exist in a vacuum but are part of an
‘open system’. OD focuses on ensuring that the organisation is responsive to the
world it operates in and that its internal capacity matches its strategic ambition. It is:

‘. a system-wide process of planned change aimed toward improving overall effec-

tiveness by way of enhanced congruence of such organisational dimensions as external

environment, mission, strategy, leadership, culture, structure, information and reward

system, and work policies and procedures.’(Bradford and Burke, 2005)

Environmental factors (input) affect what the organisation exists to deliver
(output), and how the organisation in turn affects the environment.

OD looks, too, at how the total system can work well together to serve the
outside world. OD looks at the total system and the linkage between all the
parts of the organisation, and on how change in one part will affect the other
parts. OD also works to ensure that during turbulent change, organisational
capability is maintained, aligned and improved through a planned change
effort. It is:

‘.a long-range effort to improve an organisation’s problem-solving and renewal proc-

esses.with the assistance of a change agent, or catalyst, and the use of the theory and

technology of applied behavioural science, including action research.’ (French and Bell, 1999)
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As a discipline, therefore, it is fundamentally strategic, even if OD activities
may be practical and occasionally tactical. It is the systematic application of
behavioural science principles and practices to understand how people and
organisations function and how to get them to function better within a clear
value base. It is shamelessly humanistic and has strong value drivers.

Core Values of OD

What held the OD field together from the beginning are its core values which
focus on the following:

� Process – this is as important as content, if not more sometimes;
� Organisational effectiveness – making an organisation a ‘better’ workplace

for its employees and those the organisation serves;
� Balancing individual and organisational needs – aiming for multiple wins

for those who work in them and depend on them for their services; and
� Humanistic values – believing that individuals should be given opportuni-

ties to become all that they can become, reflecting a humanistic striving
for optimal alignment between organisational and individual goals and
needs.

These core values – as manifested in participation, openness to learning,
equity and fairness, valid information, informed choice, shared ownership and
commitment – are vital in shaping processes which help organisations to
become and remain healthy.

The role of the OD practitioner is to ‘help’. Skilful help involves using
diagnostic data (organisational, behavioural and psychological) and inter-
vening within the system, using structured interventions to achieve the devel-
opment of the organisation.

Intervention Tools and Levers

HR has many tools and levers to use to build healthy, ethical cultures. As HR’s
role becomes more strategic, OD will become intrinsic to Strategic HRM. One
of the reasons why OD may be less well understood than other disciplines is
that OD transcends functional boundaries. HR professionals have traditionally
practised within the fields of HRM and HR development (HRD). These func-
tional fields are much more clearly articulated than that of OD, even if an
overall model for HR may still be lacking.

HRM deals with all activities traditionally linked with the personnel func-
tion except training. For instance, according to McLagan (1989), all HRM
efforts are to increase organisational production by using the talents of its
current employees and are associated with talent management, including
Recruitment & Selection, Resourcing, Compensation & Benefits, Employee
Relations, Appraisal and other Performance Management Systems, and HR
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Information Systems. HRD, defined as ‘Organisational learning and develop-
ment to bring about the possibility of performance improvement and/or
personal growth’ deals with all activities related to Training, Education and
Development. All HRD efforts are to bring about the possibility of performance
improvement at individual or team level and/or personal growth. These disci-
plines make a powerful combination but stop short of being able to build
organisational capability.

This is where OD fits and provides a foundation for current and future
organisational success. While Learning and Development (HRD) focuses on
human learning, OD focuses on human dynamics. This is why solutions to the
quest for employee engagement will not be found in single remedies – a more
systemic approach is needed. The rich field of knowledge in OD helps us
understand how people and organisations function, and how to help them
function better within a clear value framework. It’s about getting the organ-
isation’s total system to work coherently.

OD – in contrast to HRM or HRD – is an eclectic, relatively new and emerging
field which borrows from many other disciplines and theories – strategy, systems
thinking, behavioural science disciplines such as psychology, social psychology,
sociology, anthropology, systems theory, organisational behaviour, organisational
theory, culture and management literature – to name but a few.

OD’s Role in Sustainable Competitive Advantage

From the beginning, OD developed and applied its theories of people and
change to organisational life and functioning. Many of the interventions orig-
inally pioneered and practised by OD professionals have now become main-
stream, shaping the way we all think about how organisations work, as Edgar
Schein (2006) points out:

‘.how many elements of OD have evolved into organisational routines that are nowadays

taken for granted: better communications, team building, management of inter-group

relationships, change management, survey research, meeting designs, feedback and

learning loops, organisation design, effective group processes, conflict resolution .to

name but a few.’

Typically, OD practitioners use a framework of diagnostics to link the environ-
mental factors which affect the organisation, its strategic imperative and the
organisation’s ‘throughput’ (i.e. linked to both the external customer’s experience
and employee satisfaction and behaviour), working back from implementation.
OD practitioners have to deeply understand how groups work, why certain groups
bring out the best or the worst in people – find out what needs fixing – how to
influence the ‘shadow’ system of the organisation – its internal politics and power
bases. While interventions can focus on any part of the organisational throughput
system, they increasingly focus on upskilling leaders, turning them into strategists
and organisational leaders, not just senior technocrats.
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Much has changed since OD’s humble beginnings in the 1950s. Technology,
globalisation, competitive pressures, trends and changes within industry,
worldwide markets, increasing workplace diversity and a host of social and
economic forces have all altered the world of work and the ways we organise
work groups. However, despite the changing challenges, the following
concerns remain constant. How do we:

� Build a sustainable high-performance organisation in which individual
workers take an active part in achieving the required output, i.e. they are
appropriately engaged, proactive, empowered and accountable?

� Solve the problems of aligning and integrating diverse cultural elements?
� Get information to flow upwards within hierarchies?
� Help organisations to be externally sensitive?
� Get organisations to be agile and flexible?
� Release human potential at work and foster learning and renewal within

organisations?

In the past few decades, OD has evolved to meet these challenges,
continuing to grow and defining new concepts and tools to tackle ever-tougher
problems of change and organisational dynamics in an increasingly complex,
global and diverse world. Human capital, and the quality of relationships
between people, and between people and organisations, will be more
important than ever in predicting organisational success. We must, therefore,
continue to build and strengthen the field of OD and maintain its core values
while seeking innovative solutions to resolve the new sets of challenges
facing organisations.

Leaders as Commissioners of OD

And HR can best deliver effective OD through line managers; these are the
primary practitioners of OD. Leaders hold the custodian role of safeguarding
and improving organisational health and performance. HR leaders need to
work closely with senior leaders, turning them into commissioners of OD who
are able to diagnose and understand their impact and role in improving
organisational health: who appreciate that an organisation is a human system,
not just a technical system. HR needs to ensure that leadership capabilities are
transformational, not just transactional. Leaders need to be able to interpret the
data on the horizon, form effective strategies to manage the environment,
ensure that the vision, mission and culture of the organisation are aligned and
inspire people to come along with them. Misalignment could mean pressure to
fulfil business objectives in ways which could lead people to compromise their
own or the organisation’s ethical standards. In other words, leaders need to
ensure that the organisation’s internal capability matches with the strategic
ambition.
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Executive Concerns

Encouragingly, MLab’s management innovation agenda (LabNotes 9, 2009)
suggests that some executives recognise the need to build new work cultures
which seek to bring out the best in people. These forward-thinking executives
have identified goals to create for more participative and honest work cultures,
together with their suggested OD solutions (my italics):

� Create more space for emergent strategies by relying more on variety/exper-
imentation and less on analysis/focus for strategy.

� Dramatically diminish the influence of (formal) hierarchy by eliminating
silos and collapsing the distance between the centre and periphery; decou-
pling power and position.

� De-politicise decision-making by surfacing conflict, by allowing minority
views to be heard and exploiting the wisdom of the crowd in critical
decisions.

� Enable communities of passion by rebalancing the use of extrinsic/intrinsic
rewards and motivations for those at work, using social networking technol-
ogies and other means to create work environments that enable employees
to innovate beyond the boundaries of their job.

� Humanise (the language of) business by using words like love, beauty,
honour, truth and justice to engage with humankind’s loftiest ideals.

When executives are identifying the issues and looking for solutions, HR
leaders should be integral to the process of finding and implementing these.

Leadership Practice

Countless surveys indicate that leadership is perhaps the key factor affecting
employee engagement and performance. Leaders and the practice of leadership
are a particular focus for HR leaders since culture and leadership are closely
associated. For Sarros et al. (2002, p.7) ‘it is likely that the way a leader
provides leadership for an organisation will affect behaviour, values and style
of the organisation (its culture) and these factors in turn will affect the attitudes
towards the organisation (the job outcomes) of those who work at every level
within it.’ A cynical culture results when employees perceive mismatches
between what leaders espouse and how they actually behave.

Ulrich and Smallwood (2007b) suggest carrying out a leadership audit to
assess whether leaders deliver value to key stakeholders in terms of the
following deliverable:

� Employees: competence and commitment;
� Line managers: strategy implementation;
� Customers: service, customer share; and
� Investors: financial returns, intangibles.
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Of course, employee cynicism is likely to be all the greater if HR leaders
themselves behave hypocritically or are self-deluded or power crazy. Such
approaches can destroy employee engagement and undermine the fabric of
common purpose and trust. Employees and managers really then have no
one who can genuinely be their advocate. HR leaders therefore must model
the values the organisation embraces. For Boltz Chapman (2006), this is
about service over self-interest. It’s authentic, nurturing, mentoring and
selfless.

DESIGNING CUSTOMER-FOCUSED ORGANISATIONS

HR leaders build customer-focused organisations working back from what is
needed to provide customer-intensive service. And as previously stated, HR has
both internal customers (i.e. executives, managers and employees) and external
customers (those buying the organisation’s services and products). Building
customer-focused structures involves taking the needs of the key customer
groups into account in the organisation design. Linder and Brooks (2004)
suggest that high-performing organisations (HPOs) have flexible and decen-
tralised structures to empower internal customers, i.e. employees, and stimulate
innovation. They redesign processes and new technology to stimulate new ways
of working. Anne Minto argues that building a customer-focused organisation
is about listening to your customers and finding out what they need and want,
then designing a product to meet the customers’ need – not over-designing the
product.

Clemmer (2001) argues that HPOs have this intense customer and market
focus, with internal systems, structures and processes facilitating this. The
organisation is designed in such a way to allow daily contact with customers by
frontline staff and line managers:

� They are designed for teamwork, having both operational and improvement
teams;

� They are highly autonomous and decentralised, with teams able to adapt the
way they work to better serve their customer;

� They have support systems that are designed to enable employees to meet
the needs and demands of the customer, rather than being designed for
management and bureaucratic purposes;

� There is partnering and working across boundaries, learning and collabora-
tion with other teams. Focused professionals with specific skills can be
drawn on throughout the organisation. There is a flatter organisational struc-
ture and fewer people whose only contribution is ‘leading, directing and
developing’; and

� They tend to have a single point of contact for customers, which would
enable a rapport to be built with the customer.
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And such organisations balance the needs of internal and external
customers. Leaders of the ‘people dimension’ are expected to be creators of
value across the organisation. For Geoff Armstrong, the people dimension
centres on:

� The ‘willing contributor’ i.e. creating and enabling discretionary effort,
knowing you put the boundaries around that, where the organisation needs
to overlay that with compliance;

� Skills development;
� Knowledge sharing;
� Effective teams; and

The big challenge is how to craft an organisation where people feel
motivated, respected and expected to deliver - and turn that into a sustainable
organisational strength rooted in shared values and practices at all levels – and
coincide with optimum collective effort as an organisation.

Blanchard (2007) advocates the importance of developing organisations
which are people-oriented, customer-centred and performance-driven. He
highlights flexibility, nimbleness and responsiveness as key features that will
enable HPOs to succeed in the future. He uses the acronym SCORES to
represent the six characteristics of HPOs:

� Shared information and open communication;
� Compelling vision;
� Ongoing learning;
� Relentless focus on customer results;
� Energising systems and structures; and
� Shared power and high involvement – ‘participation, collaboration and

team work as a way of life’.

In my own research into high performance (Holbeche, 2005) I found similar
characteristics. High performance organisations build trust and ensure that
decisions made are aligned with the organisation’s goals and values. Employees
know how they fit with the organisation’s vision and personal values are aligned
with organisational values. Such organisations facilitate the building and
sharing of knowledge and focus relentlessly on delivering high standards of
quality and service to customers. Systems and structures are designed to allow
rapid response to external challenges and opportunities. HR leaders need
courage, vision and clarity to work on this agenda. They have to demonstrate
from business evidence that what they do works in practice, makes a difference
and is sustainable – something which can be replenished and built on, making
people management the source of competitive advantage. And they have to
keep on re-winning this particular battle.

Leaders can start by focusing on the needs of the people who work for them
and move on to the communities in which they operate. As we saw in Chapter 5,
what employees need may vary according to their age and other aspects of
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diversity. For instance, Deloitte’s (2006b) study of manufacturing firms found
that what Generation Y valued most included:

� Sense of purpose and meaning in work;
� Long-term career development and multiple experiences within a single

organisation;
� Availability of and access to mentors across the company;
� Work/life flexibility;
� Tech-savvy work environment; and
� Open social networks that embrace open and honest communication.

And although these needs are primarily focused on the aspirations of Gener-
ation Y, older generations of workers also appreciate them, although they may not
always have articulated them, or expected them to be met by their employer.

Spotlight on: Jon Sparkes, CEO of Scope

Jon Sparkes joined Scope as HR Director from his previous role as HRD at

Cambridgeshire County Council. Within a short while, Jon was appointed CEO, at

a challenging time in Scope’s history. As CEO, part of his job is about fixing an

organisation that was struggling. This brief case study outlines how Jon has gone

about putting Scope on a firm financial footing, improving Scope’s ability to

campaign successfully and provide better services to service users.

About Scope

Scope is a charity working on behalf of disabled people. It provides education and

support to 20,000 service users (telephone/internet/email) of whom 1500

are supported by 24-hour care. Scope runs five schools, a Further Education

college, 40 adult residential facilities, and 15–20 domiciliary/day services. There are

3500 staff, 8000 volunteers and 270 shops. Scope has a turnover of £100 million.

In addition to providing these core services, Jon describes Scope’s role as follows.

‘We campaign on a local and national basis. We ran a survey which suggested that

85% of UK think disabled people are treated as second class citizens. We want to

campaign to bring an end to that situation. We lobby about regulations. It’s about

being fair to people.’

Scope has significant campaign objectives. ‘We measure the number of people

who support our campaign by giving us money, or writing to their MP. Our vision

and target is one million people supporting us (currently we’ve reached 500,000).

We provide reports to the Board Trustees (Volunteers who are a subset of members

and appointed by members who pay a subscription).’

Jon has also focused on improving governance, by slimming down what was

a very large board structure, much of which had been in place for a long period, and

introducing processes to raise the calibre and quality of board contributions: ‘We

are trying to appoint trustees based on their skills and experience versus popular

support.’ As in other member or volunteer-driven organisations, bringing about

Continued
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Spotlight on: Jon Sparkes, CEO of Scopedcont’d

such a change was not without its difficulty, but the changes at the top made

possible faster and better decision-making and other improvements.

5 year plan 2007–2012

1. Recovery

Jon inherited some big problems when he became CEO. In 2005–2006 Scope

made an operating loss of £9m. As Jon suggests, this was an unsustainable posi-

tion: ‘Huge losses, services failing inspections, lack of investment in buildings,

which were crumbling (these were people’s homes!); fund raising was static (at

best) and in decline in real terms. We have free reserves of £10m but the organ-

isation’s finances were in terminal decline. Over 15 years profits from shops

had declined until they are loss-making. This was commercially not viable.

As an employer too we were failing. We did not meet Investors in People

(IIP) criteria. Sickness absence averaged at 16 days per person per annum.

We have tried ‘‘quick fixes’’ i.e. cost-cutting £4m in 6 months back in 2006,

living within our means, as well as longer-term investments. We are restoring

the business, putting in place better people practices.

In 2006 only 16% had appraisals; now (2009) 100% have. To sustain our

recovery we have been working on regulation and finance, in particular costing,

pricing for services, investing in decent information technology (IT), going for

IIP. We have put in place a platform of good practice, carried out a complete

review of governance. We have a clear view of the culture of the organisation

we want to develop. We have gathered a wide range of views about what we

feel we want to be like to be sustainable. For me that’s an organisation which

is financially sound and where people enjoy and are fulfilled by their work.’
2. Aspiration

Going back to the vision of one million people supporting us to change the

perception of 85% of UK population that disabled people are treated like

second class citizens, we’ve been asking ourselves – what would success

look like? Our vision is about transforming the service.
a) Empowering disabled people to have control and choice in their lives versus

others feeling sorry for them.
b) Being exemplars of how you deliver empowerment services. We had

a special school in Cornwall which was not viable and it closed in 2004.

We took the skill-base of the school and unleashed it externally, supporting

disabled kids at home or at day school, providing all the support needed to

help kids to lead normal lives. We provide baby-sitting, speech training and

language therapy, etc. All of these have been funded by the state. We’re now

providing for twice as many children (120) and their parents as when we ran

the school ourselves. The service will break even in the near future. We

have an headquarters (HQ) office which has a training room in Saltash, Ply-

mouth. Most of the staff work from home – they are nurses, therapists,

carers. Our motto is ‘we’re here to empower young disabled children and

make the service pay for itself.’

Continued
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Spotlight on: Jon Sparkes, CEO of Scopedcont’d

As HRD, Jon was very much involved in the consultations about the closure. In

2004 he did a road-show, holding a meeting with staff in Cornwall over the school

closure, and another in Cardiff where an adult service was closing down.

Jon has also focused on recruitment as a strategic activity. He recruited the

Education Director – an innovator who created the Cornwall service. Jon believes in

allowing innovators to do what they are good at, based on the track record of the

individual. He recalls his learning from the Generics Group – that a technically

brilliant person who knows how to make a business work does not always do what

you want them to do. Business leaders need to be technically brilliant and business

competent – they need balancing with good systems.

As CEO he is very much involved in fund-raising, as well as improving margins

from existing sources of income, such as shops, and driving down overheads.

Another part of his role is about inspiring and motivating people with his belief:

‘I can do that’. Jon sees his role as selling the vision – about having a go at changing

the entire landscape. Externally, Jon deals with politicians, runs policy campaigns, is

a spokesperson in the media and drives marketing campaigns. He has spoken at all

three party conferences. Stakeholders include government ministers, and leaders of

other disability charities and Disabled People’s Organisations.

And does Scope’s internal capability match the strategic ambition? Internally, Jon

runs the Executive Management Board and a Strategy Group, which includes

Directors’ direct reports and ‘special guests’. He sees his task as being about

‘unleashing what we’ve got and acting as steer and guide’. Jon feels fortunate to

have been in the organisation for 18 months as HRD before he became CEO. He

had been involved in appointing all the top team (from outside) with the previous

CEO. The new top team have mixed sector, political, commercial and functional

backgrounds. All have proven themselves and all want to make a difference.

Jon recognises that these appointments signalled that promotion possibilities from

within were limited. Now he has succession plans in place for the tier below his

direct reports. He believes the next CEO could be any one of them.

Postscript

And since this short case study was written, Jon has agreed to take up the position of

Director of Workforce Development for NHS Cornwall and Isles of Scilly with

effect from the beginning of January 2010. Jon led Scope through a period of

significant financial turnaround over his three years as CEO and drove forward the

development of Scope’s long-term strategy which provides a clear vision and

purpose for the future. Under his leadership, Scope moved from a substantial deficit

position to a small surplus in the last financial year, at the same time as seeing

considerable improvements to the quality of Scope’s services and their ongoing

modernisation and transformation. In addition to this considerable achievement

and many others, Jon was instrumental in securing a £5.9 million investment

(a loan of £5.3 million and grant of £600,000) from the government fund Future-

builders. This will be used to develop and diversify Scope’s services for disabled

children and young people.
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TACKLING THE ‘SHADOW SIDE’

HR leaders need to reconcile dilemmas around:

� How to build and maintain corporate reputation – what will need to stay the
same and what will need to be challenged and to change?

� How to learn from the past and anticipate tomorrow?
� How to build leadership and management fit for today’s and tomorrow’s

challenges?
� How to build a climate where employees are right to trust management and

each other?

By their nature all organisations are political. They are beset by conflict,
anxiety, favouritism and protectionism. Yet healthy organisations operate across
boundaries, build relationships and trust and collaborate even while competing.
The ‘shadow side’ of organisations gets in the way of their effective functioning.
HR leaders must be prepared to challenge and fight to put right what goes wrong.
As Anne Minto points out, such behaviour can be profoundly counter-produc-
tive: ‘I just cannot stand duplicity. Incompetence I can almost cope with, but
duplicity, I really can’t stand that in business. When I worked as a commercial
negotiator if you had duplicitous people, it was very difficult to strike deals or
feel that these people had a measure of constancy about them. Having strong
business ethics is important in the workplace’. In particular, HR leaders must
ensure that the organisation and its leaders ‘walk’ the ‘talk’. This authenticity
must extend to the implementation of policies in diversity and equality.

Corporate Reputation

Successful organisations can become complacent and blind to poor practice, so
HR leaders need to be good at spotting when things need challenging and be
prepared to stick their heads above the parapet. They need to be bold – and
create the environment for their team to challenge. One HR leader who has
done just that and fought to establish a positive employer reputation for his
company in the face of negative press coverage is David Fairhurst.

Spotlight on: David Fairhurst, Senior Vice-President People, at McDonalds

One of the greatest challenges to business success is when an organisation’s brands

become tarnished – and that is what was at risk for McDonald’s a few years ago. This is

a people-intensive business, with staff serving two million customers per day. As David

Fairhurst says: ‘People are at the heart of the business – at McDonald’s it’s our people

that make the difference between a good customer experience and the kind of cus-

tomer experience that makes somebody’s day. Our business model is a simple People-

Profit chain, so if we don’t get the people piece right, the whole model breaks down.’

Continued
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Spotlight on: David Fairhurst, Senior Vice-President People, at
McDonaldsdcont’d

Fast food establishments typically employ relatively young people – generally

between school-leaving age and late twenties – and tend to have high levels of staff

turnover. Retention for almost all such businesses is, therefore, a vital business driver

since the cost of recruitment and training can be very high. As David says, ‘My role is

to create an environment which enables our people to do the job which needs to be

done. This applies as much to my role in heading up the People team (HR) as it does to

the role the People team has in supporting front-line restaurant staff.’

David joined McDonald’s from Tesco and he found ‘an organisation with

a heritage of over 30 years of great HR practice in the UK. As a result, the business

had an enormous amount of evidence which proves that McDonald’s is a progres-

sive employer offering jobs which give people workplace skills which will last them

a lifetime. And if people want to develop their career with us, the opportunities we

can give them are outstanding too.’

But that is not what was reported by the press. A sustained campaign began over the

infamous ‘McJob’ which sought to vilify McDonald’s practices as an employer – in

particular the lack of opportunity for employees to develop or have a meaningful work

experience. The press campaign started to be very damaging, both in terms of making

recruitment more difficult because young people were starting to be embarrassed about

saying they were thinking of working for McDonald’s, and for the brand itself.

David decided to do something about this and he went on the counter-offensive.

He decided to get together some evidence which would lay the ‘McJob’ myth to rest

and asked Professor Adrian Furnham of the London School of Economics to carry

out some research amongst a random sample of staff, and their personal stake-

holders, i.e. parents, former schoolteachers, etc. The research proved that

employees found working for McDonald’s both enjoyable and fulfilling. In partic-

ular, they valued their opportunities for training and career progression – many of

them had become restaurant managers. Their parents and schoolteachers also

commented on how much the employees were benefiting from being employed by

McDonald’s, including the way in which the training and discipline of work were

improving the social skills and overall motivation of the young people.

Armed with this data, David went on the offensive and formed a team to focus on

establishing a correct reputation for McDonald’s as an employer. The Reputation

team includes people from HR, training, corporate affairs, and internal communi-

cations as well as external PR and communication consultants. Without exception,

they all say they’ve learned an enormous amount from each other. And while the

press generally prefer a bad news story, the reputation team has applied ethical

approaches to influence and shape opinion proactively and positively, rather than

waiting to be the victims of fate or vicious slander.

Continuing to dispel the negative and inaccurate myths surrounding what it’s like

working for McDonald’s and the wider service sector is an ongoing challenge and

the work continues, but the team’s efforts are being crowned by success when it

comes to recruiting and retaining staff. As David says, ‘Over the past 3 years,

therefore, our approach to tackling the perception gap has been to simply take this

Continued
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Spotlight on: David Fairhurst, Senior Vice-President People, at
McDonaldsdcont’d

evidence to a wider audience and, having seen that evidence, they make up their

own minds about the jobs we offer.’

Tackling the McJob myth and seeing growing pride and confidence of employees

is one of David’s proudest achievements. The best part for David is ‘when we’ve

helped someone achieve something that’s meaningful to them. We encourage our

people to send us their ‘‘iStories’’ . stories which capture how working for

McDonald’s has made a difference to them. For some it’s as simple as time off at

short notice to see their favourite band or flexibility around a student assignment.

For others, however, we have been able to make a profound difference to their lives

and their futures, and that is immensely rewarding.’

In particular, David has focused on making sure that the employer brand is real in

its delivery of the promise of development. McDonald’s is helping employees

develop the skills that will equip them for success now and in the future. David’s

main regret is in not seeing quickly enough the potential opportunities the Internet

would provide for McDonald’s. Initially he saw the Internet as simply a communi-

cation channel. It was only when Facebook and MySpace took off that David saw it

as a community – a place of support and encouragement and a place to share ideas

and co-create. This led to OurLounge (our staff social networking site) – the first of

its kind, but David thinks they could have got there a year, maybe 18 months earlier

‘. the implication is that we might have missed the opportunity to change

hundreds more lives by giving them important Basic Skills.’

However, David’s other successes have already changed many lives and his work

continues at a national scale. In his own words: ‘Over 3000 of our staff are currently

studying for Maths and English qualifications via OurLounge.co.uk at the moment.

That’s over 3000 people whose lives will be positively changed as a result of

working for McDonald’s – and we’re only 18-months into our Basic Skills pro-

gramme. The scale of things at Coats, D means that our People initiatives can have

an enormous impact and that is immensely satisfying.’

One topic which is affecting many organisations at senior levels is the
contested and sensitive issue of executive compensation – in particular Director
bonuses.

EXECUTIVE COMPENSATION

Top-level reward and performance is a key responsibility of HR leaders. The
challenge around executive remuneration has arisen in the wake of the banking
crisis and subsequent inquiries into City bonuses. This is a moral issue, and is
being treated as such, rather than purely a pragmatic market issue. HR leaders
have choices about how they address the market forces argument for paying
people huge bonuses ‘many HRDs may have just gone with the fad. They’ve
paid huge bonuses to keep up with the competition and lost sight of ‘‘felt
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fairness’’ within the organisation. As a result they can be blown off course by
one decision taken in isolation and then the repercussions are terrible. Some of
the banks which are now tarnished are companies which we used to laud for
their people practices.

There is a real need for a stronger sense of fairness within organisations and
broader society. We have moved a long way from the days when an organi-
sation’s highest earner earned ten times as much as the lowest earner -in the US
four hundred times is a more common ratio. Even though G20 governments
have failed to act in a concerted way to curb executive bonuses, with the
banking crisis we have perhaps crossed the rubicon and it is to be hoped that the
days when traders would happily pay £10,000 on a bottle of wine with lunch are
over. With respect to addressing the executive compensation issues of today, as
Geoff Armstrong points out, there are previous lessons we could draw on: ‘Of
course in the UK we have been through this before. In the motor industry in the
1970s and 80s we found that escalating pay did not work, with the toolmaker at
the top of the pay chain and production makers who were envious beneath
them. We also found that simply paying everyone the same does not work
either – it simply ratchets up the costs and is unfair. The same is true of both
society and organisations. The concept of fairness is crucial: being capable of
being understood and measured. A brave HRL will tackle this.’

Geoff argues that we must learn the lessons from this banking crisis and
transform HR leadership by doing so – ‘we did not think through what we were
doing in the context of the long-term or the bigger picture. HR’s role is joining
the dots – making the big picture clear, showing how actions result in impact.’
Members of an HR leader network also advise: ‘never be paid too much you
can’t afford to leave’. The table stakes can be high and act as tests of personal
integrity.

The huge bonus culture has been characterised by executive excess and lavish
hospitality. Executives have treated the company chequebook as always open.
The nature of targets which triggered bonuses before the crisis was often so
short-term that people would be paid before the targets were delivered. This
creates a cynical organisation – one which writes about one set of values but
practices another. HR leaders must question how value is created within the
organisation itself – it is not just the rainmaker at the top who makes the profit;
success relies on contribution from the whole organisation. If employees are
asked to change continuously while others behave differently and are rewarded
disproportionately. HR has a lead role in expressing the problem openly, then
scrutinising and reconciling how behaviour matches up to what is wanted.

Geoff Armstrong urges HR to challenge assumptions about reward:
‘Everyone assumed that there was just the one lever in the talent war – money –
but this is only one of the features which cause people want to work effectively
for you or not. HR fell into the trap of thinking that money was the main thing.
They’d say, ‘‘You have to pay what you have to pay’’, but it’s proved counter-
productive, especially when the behaviour that has been encouraged by such
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payments causes the business to go broke. HR leaders need to ask themselves if
there are other things that make working for an organisation more motivating
than just money.’ Geoff urges HR leaders to create and lead the debate about
over how long a time period should targets be measured - to ensure that profits
made are sustainable.

HR and reward professionals need to figure out how to pay for real success –
what does a good reward look like?

This has led to a new relationship for Head of HR with the Board’s compen-
sation committee. One question that this raises is where a Board gets guidance
from on matters of corporate pay, etc. Does it have to rely on its own externally
appointed consultants or the internal HR function? HR needs to be doing this
analysis and bringing this information to the Board as a strategic partner to the
Board, not just the CEO. This ‘business focused HR’ (Ephor Group, 2008)
involves working with the Board to confirm regulatory compliance of compen-
sation and stock programmes.

Top-level reward and performance is a key responsibility of HR and leading
thinking on this requires HR to segment both the work and the workforce across
the company and to treat people differently according to business needs,
individual preference and performance (Wharton on HR, 2007). This allows
differences to be defined and valued but the key principles of equity and
transparency must be the guiding light.

MAINTAINING TRUST – STAYING TRUE TO THE EMPLOYER
BRAND

HR executives can play an important role in helping their companies address
the very real challenges that they face today and to prepare them for when the
recovery eventually comes. My own research suggests that many employees,
regardless of age, consider that an organisation which is desirable to work for is
one where people:

� Have a degree of job security and can progress in their career;
� Feel involved;
� Feel equipped to do their job;
� Are appropriately rewarded;
� Can balance work and home life;
� Can learn and develop;
� Are ethically led;
� Are supported and coached through periods of change; and
� Can work flexibly to suit their lifestyles.

Right now the focus should be on relevant and actionable policies. There
should be regular workload reviews to avoid people being ‘burned out’,
adequate resources and support systems must be put in place and there should
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be a sustained commitment to building career tracks and work/life balance
policies, even if these require some innovative thinking. The focus should be on
engaging employees by remaining true to the employer brand.

Of course, the real test of authentic values is what happens when times are
tough, and in today’s challenging environment, how are employers remaining
true to their employer branding promise? Are they maintaining their focus and
determination to live their values, to build their talent base and improve the
quality of management and leadership, or will short-term expediency push
these out of the frame?

On the whole the CIPD Employee Outlook survey (2009) reveals some
encouraging and serious attempts by employers to keep employees both in jobs
and engaged. Practices that seem to matter most to help survey respondents
through the downturn include:

� Development
Continuing to actively manage talent will be important, providing develop-
ment opportunities, including training and upskilling on the job floor, rather
than sending people on external training courses. These will help make
people more employable within the organisation in preparation for the
recovery. It will be essential that organisations in a ‘strategic holding
pattern’ find ways of stretching and motivating key talent, preferably in
ways that prepare the organisation for the upturn. This may involve giving
employees short-term project goals and team goals linked to potential
longer-term improvements and opportunities.

� Management development
As one senior HRD describes, it is vital that managers have the skills they
need to manage people through turbulent times. Yet as he points out, this is
difficult to achieve: ‘It’s very difficult to do consistent and structured
management development training when you’re in so much turbulence,
there just isn’t the time or the focus, there’s too much change going on.
It’s different when you’re growing, I mean growth and change, fine you
can structure stuff in there and get it all going in the right direction, but
when you’re in this turbulent stage you’re likely to end up with a neglected
cadre of managers. We are laying off our more experienced people, and
we’re bringing through some of the new people in order to change the busi-
ness model. But some of those people are profoundly inexperienced and
profoundly poorly trained actually. And they have lots of bright ideas,
they may have lots to offer, but actually managing is another challenge
and HR has to help with that process. And HR leaders have a very, very
important task in that by getting alongside line business leaders and getting
them to consider these people implications of their decisions. It is not
always easy; some leaders get it very well but relatively few; some can
talk to it quite well, but actual practice is different.’
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� Improving communication
Many respondents reported that they do not feel there is enough communi-
cation, that there is a lack of direction from the top, and that the absence of
communication is adding to their feelings of uncertainty and anxiety.
Leaders need to be honest with managers about the current economic
climate and encourage managers to have open discussions with employees
about its effect on the business. Frequent and honest communication will be
vital for building the resilience needed to help organisations through the
downturn.

� Providing employee assistance
Many employers’ initiatives relate to providing meaningful support for staff
and managers to help them deal with issues arising from the recession. It not
only shows employees that they are valued, even if their own job may be at
risk, but also can help ‘survivor’ employees remain productively focused on
their work. Providing employee assistance to help people cope with the
impact of the recession is important, whether or not employees are directly
affected by redundancies.

Example: Major Supermarket Chain

One major supermarket chain is thriving in the current circumstances, and its

budget lines are doing particularly well. Employees, as a whole, are in little danger

of losing their own jobs. However, HR is aware that many employees are anxious

about the possibility that their friends and family may be at risk of losing theirs. The

company has provided a range of paper-based and online tools to help employees

and those they care for obtain the advice they need for everything from financial

matters to applying for jobs.

� Adapting engagement programmes to reflect the current climate

Example: Simplyhealth

In uncertain times like these, it might be all too easy to forget about employee

engagement; after all, some might argue, people are just happy to have a job. One

company which remains very focused on engagement is the group of healthcare

businesses known as Simplyhealth whose business aim is to make more people feel

better.

Mark Day, Executive Director, HR and PMI of Simplyhealth believes that now it is

more important than ever for organisations to keep their people engaged. Leaders

need to establish the key areas they need to focus on to maintain engagement,

which may be different now from before the recession. Day proposes that the

only way to do this is to remain close to staff and ask what really matters to them.
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Example: Simplyhealthdcont’d

He believes that engagement is not a static process, but that engagement pro-

grammes need to be adapted as employees need change.

Leaders need to be seen to lead and employees must feel they are part of a wider,

united group, facing the downturn together. Day believes communication and open

dialogue are keys to engaging his staff at Simplyhealth. Empathy is a key ingredient

and he recognises that employees will be facing the effects of the recession in their

personal lives. In reaction to the current situation, Simplyhealth’s engagement pro-

gramme has been refocused on the health and financial well-being of employees. This

low-cost but innovative initiative shows staff that their employers empathise with their

current pressures and should build a committed workforce.

Based on Day (2009).

� Taking a leadership stance

By this, I mean employers remaining true to their values and (having
the courage to do this) in the face of many short-term challenges to save
costs.

Example: John Lewis Partnership

John Lewis Partnership or its supermarket chain Waitrose usually come at or near

the top of ‘favourite retailer’ categories of customer polls. The Partnership’s ‘spirit’ is

based on four principles:

� Ensuring that the happiness of partners is at the centre of everything we do;
� Building a sustainable business through profit and growth;
� Serving our customers to the very best of our ability; and
� Caring about our communities and our environment.

At a time when other organisations are freezing bonuses and pay rises as a result of

current conditions, the John Lewis Partnership remains true to its partnership prin-

ciples, paying 70,000 staff their annual bonus in 2009, despite the challenging trading

conditions. Staff members (‘partners’) were delighted to receive the news, despite the

bonus pot having decreased by a third, from £180 million in 2007 to £125.5 million

in 2008, due to the effects of the recession on profits which are reported to have fallen

by 26% in 2008 to £279.6 million. As they collectively own John Lewis Partnership,

all staff will receive the same percentage annual bonus which is reported to be 13%

this year, but will be equivalent to just under seven weeks’ pay for Waitrose and John

Lewis department store employees.

Employees have been rewarded for their hard work and the bonus they receive is

based on the profit-sharing philosophy of John Lewis. By being true to their prin-

ciples, John Lewis Partnership is likely to maintain employee trust.

Based on source: Wood and Wearden (2009).

185Building Healthy and Ethical Organisations



� Senior managers’ role modelling/sharing the pain

Example: The BBC

The BBC have stopped paying bonuses and frozen the pay of around 400 of its

senior managers. The decision will remain in effect until at least July 2010 when it

will be reviewed. The rest of the 24,000 strong workforce will undergo a ‘modest’

pay review.

This action is part of the BBC’s aim to step up its cost cutting as a result of the

downturn. Traditionally, senior managers could have received up to 10% of their

salary as a bonus. These measures will save the BBC 20 million pounds and it is

hoped they will stave off redundancies.

Based on source: Holmwood (2009).

CONCLUSION

So the current economic crisis raises more questions than it answers. In a very
real sense we may be moving into a new era, one in which governments,
business and institutions are more closely scrutinised and held to account. And
there are no easy answers to questions such as the following:

� Are there bigger shifts in society and what people expect of politics, insti-
tutions and organisations?
� Will organisations have a wider group of stakeholders than shareholders

alone?
� Will leaders have to be more value-led than just market-led?
� How will greater transparency in business and organisational life be

achieved going forward, including how people are rewarded?
� When the recession ends, what will differentiate those organisations able to

return to growth mode faster and more successfully than others?
� Will the shape and operation of business be different from before? Will

business models be more flexible? Will organisations need to collabo-
rate more both within and beyond their own boundaries?

� Will new models of leadership and management be needed?
� Will the way organisations have dealt with their employees during the

crisis determine the nature and effectiveness of their recovery?
� Will employees want and expect different things from their employer?
� Will organisations have a wider group of stakeholders than shareholders

alone?

The question ‘How best can HR contribute to providing answers to some of
these questions’? does deserve an answer. HR can contribute to building sus-
tainably healthy organisations by ensuring better corporate governance and risk
management – taking on a proactive stewardship role, practising humanistic
values – and working to build accountability, trust, truth and transparency into
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every aspect of organisation. HR must work to create customer-focused orga-
nisations using all the tools and levers at their disposal to stimulate employee
engagement with customer purpose. Employees need a fair deal, opportunities
to participate and authentic leadership if they are to remain engaged. Building
the structures, systems and policies which support diversity, employee well-
being and flexibility is only part of the process. The other part is ensuring that
people have the tools to do their jobs, including the right communications and
management support. In a very real sense, HR must be willing to act as both
employee advocate and organisational advocate, and manage the dynamic
tension between the two.

HR will have to work with stakeholders to define what good leadership looks
like now, at the top and at other levels too. In particular, HR needs to tackle the
‘shadow side’, challenge poor practice and develop the quality of leadership,
building future leaders and succession plans which look beyond ‘the usual
suspects’. Fairness must be the watchword and new approaches to executive
compensation must be found – not simply using market-driven criteria; more
effort and imagination will be needed to find ways to reward people for real and
sustainable results, not just fantasy performance.

All of these activities represent choices for HR leaders – it is perfectly
possible, after all, to focus on compliance and risk management in a ‘tick-box’
way. But if that is all an HR Senior does, in my view they are not leaders, no
matter how senior they may be. To lead this dynamic agenda for the organi-
sation requires, an HR leader who has courage, a strong personal values base
and the willingness to challenge and the ability influence with integrity. They
need to be driven by a desire to create healthy and sustainable organisations in
which people can do ‘good work’.

And with its powerful and influential heritage, solid core and evolving
applications and approaches, OD will continue to play a vital role in today’s
competitive, turbulent and constantly changing world. And as Professor David
Cooperrider (1998) states, OD’s focus on building healthy organisations
contributes to society as a whole: ‘The best path to the good society is the
construction of great organisations that nurture and magnify the best in human
beings.’
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Chapter 9

Developing HR Leader
Capabilities

‘The troubling gulf between the needs of the business and the ability of HR to respond
will force many companies to rethink their approach to the recruitment, training and
development of HR employees.’

Lawson et al. (2005)

The HR leaders featured in this book have by and large come through an HR
career route, though many started in other functions or business areas. In some
cases they are reaching the end of their personal career, having reached the
heights of the profession. Others are midway through their career journey. And
for all of them, the development process continues – even those on the verge of
retirement plan to continue their personal development journey.

In this chapter, we consider what capabilities are required by HR leaders and
how these can be developed. We also look at how our HR leaders have
developed themselves and their teams – and continue to do so.

But first, we need to consider how the HR leader role may well develop in
the future in order to deduce what might be the most relevant forms of capa-
bility and how these might be developed.

HR’S CHANGING ROLES

Dave Ulrich’s thinking about HR roles has largely led the rapid evolution of
thinking about the HR role. In the mid-1990s, Dave identified the need for the
Employee Champion role. By the mid-2000s, this role had become that of
Employee Advocate (EA) and Human Capital developer (HC). This reflects the
fact that employees are increasingly critical to the success of organisations. EA
focuses on today’s employee; HC developer focuses on how employees prepare
for the future. In both cases there is an acknowledgement that employee well-
being and chances for development are central to employee engagement and
performance.

By the mid-2000s, Ulrich’s (1990) ‘Administrative Expert’ had become the
‘Functional Expert’, since HR practices are central to HR value. Some HR
practices are delivered through administrative efficiency (such as technology),
and others through policies, and interventions, expanding the ‘Functional
Expert’ role.

189



The 1990’s ‘Change Agent’ role later became the ‘Strategic Partner’. This
role has multiple dimensions: business expert, change agent, knowledge
manager and consultant. Being a Change Agent represents only part of the
‘Strategic Partner’ role. The overall focus of original 1990’s ‘Strategic Partner’
role remained the same, although many organisations implementing the ‘Ulrich
model’ recognised that there were clear distinctions between ‘business part-
ners’ (BPs) who were essentially internal consultants to line managers and
commissioners of services, and Strategic Business Partners (SBPs), who work
with executives on major strategic initiatives such as mergers and acquisitions.
However, as Dave Ulrich himself points out, business partnering as a relation-
ship approach applies to all the HR roles, not only that of Strategic Business
Partner.

It was in the mid-2000s that Dave Ulrich really emphasised the importance
of the role of HR leader for the first time. The sum of the first four roles equals
leadership, but being an HR leader also has specific implications for leading the
HR function, collaborating with other functions, ensuring corporate governance
and monitoring the HR community. In addition to looking at HR roles, Ulrich
and his colleagues have also periodically carried out exhaustive studies of the
competencies required for strategic HR (2008). They found that the top four
human resource competencies - credible activist, culture and change steward,
talent manager/organizational designer, and strategy architect - account for
more than 75 percent of the success of a human resource professional.

And the Next Step?

Given its rapid evolution, the HR profession seems poised to transform itself
still further and HR leaders themselves have many views on what this trans-
formation might look like. Over the last year or two there have been many
debates, surveys and network meetings between HR Directors to discuss where
HR is heading and what the HR profession’s future looks like. Though not
everyone agrees, there appears to be a growing consensus amongst senior HR
professionals that the HR function may be splitting into two parts – the ‘people
bit’ and the ‘strategic group’. Jon Sparkes, for instance, considers there will
always be two HR professions.

1. Generic – payroll, dealing with line managers’ queries, employee benefits,
training administration and procurement. These transactional tasks can be
done at the end of a phone. In the future you will get ‘back-office’ people
morphing into one – if a computer breaks down, or you don’t understand
a spreadsheet, have staff off sick, you want to book a conference room –
you have to phone different people. In future you’ll have ‘helpline/hotline’
professionals.

2. People who can sit at the top table – at the shoulder of the Chief Executive
Officer (CEO) and Senior Executives and help them run the business. They
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might not be anywhere else. The value they add is in knowing the whole
thing – not doing it. For instance, a Chief Technology Officer is responsible
for keeping the top team sharp on technology. At Scope there was for a time
a Disability Commissioner on the top team who keeps the team sharp on
what disabled people want. HR professionals should be similar.

For Jon, BPs are in between the two categories, neither one thing nor
another. There will come a point where line managers manage people and the
need for the business partner role disappears. Other HR Directors argue that
most HR practitioners (80%) are doing operations and that the ‘top end’ of the
profession is much smaller. They suggest that HR will always be a contact sport –
and cannot be separated out into ‘people who do’ versus ‘people who think’.

And it is not only HR roles which are changing but the nature, access to and
value placed upon HR knowledge. HR specialist’s functional knowledge used to
be regarded as the main differentiator between HR professionals and other people
managers. Now, everything can be done by someone else. With outsourcing and
increased commoditisation of knowledge, people can get HR information and
advice online. Over recent years much of what HR has focused on was previously
the responsibility of line managers. As the tide flows back towards line managers
taking on responsibility for basic human resource management HR needs to
reskill line managers for these responsibilities, without driving too quickly to
a structural solution. Moreover, since about half the HR professionals surveyed by
the CIPD described their role as ‘specialist’, this raises the question, ‘what is
relevant HR knowledge’?

The CIPD has consulted with practitioners and academics to create
a professional ‘map’ which details the knowledge, skills and behaviours
required by HR professionals over the next few years. This map will be the
basis of new HR professional standards and qualifications and will help clarify
routes into CIPD membership for non-specialists or for senior practitioners
who have amassed relevant knowledge and experience.

The ‘Zone of Inconvenient Truth’

What HR Directors do agree on is that the limiting factor for the next stage of
development of HR is the capability of HR professionals to carry out the new
emerging roles. As Lawson et al. (2005) report: ‘The (Ulrich) model is fine, but
what it fails to mention is that a critical success factor is people.’ The role of
the HR generalist appears at a crossroads. There is a general shortage of
good candidates for business partner roles. HR needs employees with cross-
functional, service-focused skills in order to become a true partner of the
business. However, it must provide higher-quality services at a lower cost. As
Lawson comments, ‘An effort to accomplish these complementary roles with
the same individuals, within the same career structures, and with the same HR
leaders, is almost bound to fail.’ Ulrich and Brockbank (2008) agree: ‘As with
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all support functions, it is undoubtedly the case that some HR professionals
may never become business partners. They are mired in the past administrative
roles where conceptually or practically they cannot connect their work to
business results’.

The general argument is that for the more strategic and leadership roles, the
calibre of potential candidates is not impressive and that there are insufficient
high-potential candidates who are being attracted into the profession. And
while there is no shortage of people wanting to get into HR, as Anne Minto
says, ‘It’s the quality issue. Recently we found it challenging to fill a senior HR
role for a large part of our business. We had to search for some considerable
time before we met someone who met our capability standards. We have been
very demanding with our search consultants and our internal recruitment team
as well who were certainly not always getting people from the first round of
search’. Anne’s view is that it is important to hold out to get the right person:
‘We’d rather do without for 3 months and cover it whichever way we can to
keep on searching. Usually that strategy has paid off.’

Moreover, there is tremendous variability at senior levels of HR, and no
common agreed standard about what ‘good’ looks like for an HR leader. David
Fairhurst, for instance, says that one of the worst aspects of his job is: ‘The
sinking feeling you get when you meet lacklustre HR people who damage the
reputation of HR by complaining that the profession is not being taken seri-
ously enough. Conversely, the best is spotting a rising star and watching them
soar!’

Attracting and Recruiting High-Calibre Candidates

So ironically, the profession which is charged with leading on talent manage-
ment itself has problems in attracting high-calibre individuals capable of
delivering ‘next generation HR’ effectively. This gives the profession as
a whole the challenge of repositioning itself to be able to recruit people who
might not have previously considered a career in HR as a compelling propo-
sition. Again, there is a circular character both to this issue and its solution. The
more that graduates see HR leaders being influential, and adding something
unique, exciting and relevant, the more likely it is that they will want to have an
HR career. Unless HR leaders are leading in such ways, they are unlikely to
attract in the people they need to move the function forward.

IDENTIFYING HIGH-POTENTIAL HR

Given that the various HR roles are still in a process of evolution, defining
what ‘high potential’ looks like in a business partner can be difficult – but
many HR Directors say ‘you know it when you see it’. Anne Minto describes
what she would look for when recruiting a high-calibre HR business partner:
‘I would be looking for somebody with fantastic employee engagement
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skills, somebody who is able to create good people agendas that meet the
needs of the business units they are working in and somebody who is
prepared to network across the divisions. I look for people who have
demonstrable intellect and financial capability to work in our business. We
have an extremely complex upstream, midstream and downstream business.’

For Anne, when it comes to applying that potential in the job, it’s not just
enough to excel in your own area: ‘I want you to be taking leadership of
a particular project or an issue that is important to Centrica, demonstrating that
you can pull that together right across the businesses and are clearly respected
by the management team you are part of.’ Moreover, she would expect
successful BPs to gain their understanding of Centrica’s business by getting
exposure from working from different parts of the business.’

Sourcing Candidates

Where to find high-calibre potential HR candidates? Opinion differs, and
increasingly potential HR leaders come from many backgrounds. Many are
bright management trainees who enjoy their experience of working in HR for
a short period and return to the function later after experiencing other business
roles. Some HR professionals consider a background and qualification in HR
essential to future HR leaders. They build links with institutions offering HR
qualifications to provide a key source of potential business partner candidates.
For instance, Infosys has partnered with 60 universities running its own
Business Partner outsourcing module. This has allowed the company to build
its skills agenda flexibly around future demands.

Others look more widely, aiming to pull in capable candidates by developing
an appealing employer brand. Again the Infosys operation in Bangalore, India
has tried to understand what existing staff consider to be the main differ-
entiators in its employment proposition. They found that seemingly small
factors – such as the quality of the canteen, being able to trade off various
benefits for pay – made all the difference. They are then able to make use of this
insight when appealing to potential recruits. Another company which knows
that flexibility appeals to graduates has been very successful in attracting
potential recruits by playing up the project-based nature of its work.

Continuing Professional Development

Lack of a high-calibre field of potential recruits is part of the reason for Cen-
trica having created its own career development scheme which it runs with the
CIPD and the Institute of Employment Studies. Anne is keen that her team
retain their professional level of competency in relevant areas, because things
are changing all the time: ‘We run a whole series of hot topics internally which
people can sign up for and many are run by the Principals within those
speciality areas. It might be the head of policy running something, or the head
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of reward or the head of pensions. Of course there is so much for people to learn
and keep up with, and if you don’t keep up with your professional development,
before very long you are not such a good employee any more.’

How Will HR Careers Develop – Specialist or Generalist?

There is a growing debate about whether HR leaders need to be deep functional
experts to be effective HR leaders. Many HR Directors argue that this is not
necessary, as long as they know what kinds of expertise are required for
different situations and how to access and use that expertise. What matters is
that HR leaders have a sensible, pragmatic approach, especially about
managing people. Geoff Armstrong contends: ‘The HR function should be led
by people who understand the people dimension fully – you can learn to do
‘‘people’’.’ As Jonathan Evans points out, ‘If you’re not spending 90% of your
time dealing with queries, you can learn the rest. If you have a lifetime in
organisations managing and leading people then HR is not that hard.’

Other HRDs do not agree. They take the view that you need a specialist level
of skill before you can meaningfully contribute as a generalist. Wayne Cascio
(2005) suggests that these skills should include a firm grasp of functional areas
within HR: legal requirements, recruitment, staffing, training and development,
performance management, compensation and benefits, labour and employee
relations and occupational safety and health. CIPD’s own research into the
current shape of the HR profession found that about 50% of respondents
described themselves as specialists.

This depth of understanding in one or two disciplines is what some
describe as a ‘professional’ approach over that of a general line manager
who is ‘helicoptered in’ to HR as part of their career development. Alex
Wilson of BT, for instance, argues that board level HR leaders need a good
understanding of organisational development. In particular, there appears to
be a dearth of skills in industrial/employee relations, which are very likely
to be in demand again in the next few years. Jackie Orme argues that while
HR leader capabilities are not distinctive to HR leaders alone, anyone
aspiring to be a leader of the people dimension needs well-developed ‘hip
pocket’ HR skills and knowledge, and an understanding of how to deal with
HR issues.

IS THERE A NEW SKILL SET FOR HR LEADERS?

However, breadth must be maintained as well as depth. To have impact, future
leaders need to develop a broader range of business and leadership skills – from
the outset of their careers. And they will also need a business partnering
mindset to equip them for their leadership role.
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Business First, Function Second

What is clear is that specialist knowledge must be allied to commercial
nous and be applied to real business issues. Geoff Armstrong argues that
leaders of the people dimension are business leaders first and functional
specialists second. They are expected to be creators of value across the
organisation. They need to understand and be motivated by the commercial
realities. They have to demonstrate from business evidence that what they
do works in practice, makes a difference and is sustainable – something
which can be replenished and built on, making people management the
source of competitive advantage.

Cascio (2005) argues that HR leaders need the skills of a Strategic Business
Partner, i.e. the ability to:

� Create an HR strategy that aligns people, processes and systems;
� Assess talent during the due diligence phase of a proposed merger or acqui-

sition; and
� Ensure that ethical standards are practised.

But HR leaders must also be able to create an overall talent or people
mindset: ‘The emerging role for HR requires professionals to understand and
identify the key drivers of individual, team and organisational success that are
consistent, or aligned with the strategy of an organisation.’ These drivers
become the basis for human capital metrics that are connected to the strategy of
the company and can be used to assess work unit or organisational perfor-
mance. The challenge is to link metrics to the behaviour of customers and
important financial outcomes for the business and to build a coherent
management system around the whole business.

Cascio (2005) argues that the basic capabilities of SBPs must include deeply
understanding your organisation’s business model – how it competes for
business in the product or services markets it operates in, understanding the
constraints that managers face, as well as the needs of external and internal
customers.

David Fairhurst agrees that when recruiting potential BPs he looks for HR
professionals who see HR in context, i.e. they put business issues first and HR
technicalities second. Then David looks for individuals who ‘don’t work
in isolation. who see themselves as a part of the wider business and not in
a silo.’ Other business leaders commenting on the capabilities of peers whom
they consider to be HR leaders describe them as follows: ‘his influence drives
the culture’; ‘He operates as a business leader’ and ‘She’s about leveraging
resource, motivating’.

Business insight can be gained in many ways – through taking an MBA or
other business qualification, developing their strategic thinking by working
on major business challenges and projects, exposure to different functions,
operations, businesses, sectors – or simply through experience, curiosity and
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practice. David Smith of Asda, for instance, believes that exposure to many
different contexts is important and himself regrets not having moved around
more earlier in his career. Gaining this insight involves mastering basic
business literacy: corporate finance, marketing, accounting, information
technology and general management. It’s about getting into the field and
working with the managers and employees responsible for operations, and by
serving on a management team with other executives to gain maximum
experience.

As Liane Hornsey points out, understanding a very complex business like
Google’s can be hard but you’ve just got to do it: ‘You learn through reading;
you learn because you’re at the board, so you and through board meetings;
and through reading board papers; you’re always invited to all the business
planning meetings because ‘‘people’’ is the one thing that transcends every
area of every business. So you go to every business plan review, just like the
finance guy – you are the other most senior guy. And you listen and you ask
questions and you watch and you learn. I think it’s pretty damn tough, but if
you can’t understand the business then you can’t really make any sensible
decisions or suggestions.’

Speaking the Language of Business

But insight without action does not count for anything. HR professionals
sometimes fail to be influential because they insist on speaking in HR jargon
which results in their being seen as irrelevant to business, or they act as if
they see line managers as the problem, rather than part of the solution to
issues the businesses are facing. Geoff Armstrong reminds us that the vast
majority of people come to work to do a good job and points out that often it
is management action that turns them into toxic assets. But he argues: ‘We
can’t accept line manager recalcitrance as an excuse: most line managers are
very pragmatic, and if HR leaders can demonstrate value, they will snatch it
from us willingly.

We need to be able to say:
Here’s where we are in business performance.
Here’s what our competitors are achieving in share price and

productivity.
If we’re going to overtake them we need a different approach:

� Here are the practices we’ll use.
� Here’s how we’ll measure progress.
� Here’s what we’ll do.

Business first, functional specialist second. HR leaders need business
orientation, to be courageous and bold. HR leaders need to articulate a set of
measures the business can relate to, not just functional ones. Their thinking
needs to take the organisation to different places than others could.’
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Capability Builders

HR leaders need to be good capability builders – of individuals, teams and the
organisation. They need to understand capability, how things need to change
and provide insight into how the organisation needs to develop. They also need
a strong change leadership background. In particular they need a perspective on
how sustainable high performance can be built – which capabilities will need to
be developed and how.

They need to pay attention to their own and their team’s development. For
Anne Minto, the measure of success of a good HR Director is their ability to
create a diverse team that can bring the skills to the business as in her view there
is no HR Director who will have every single skill you require around the HR
table.

HR leaders need a strong people orientation and to be interpersonally
effective using their emotional intelligence and listening skills to get under-
neath the issues to understand the drivers for individuals. Martin Ferber
sometimes tells people that in HR you have to be a bit nosey and inquisitive.
You need to probe into things and be aware of what’s going on around an
organisation and around the people in the organisation at all levels, including
the executive you support and the management team. You often need to be the
ears and the eyes of the organisation.’

HR leaders need to be willing, able and confident enough to build
effective leadership, especially at the top of organisations. They therefore
need the courage to raise difficult issues with senior executives based on
what they have learned by listening. And as Martin Ferber points out: ‘You
need to be loyal and dedicated but be prepared that tomorrow you may not be
needed!’

COMPETENCIES

Ulrich suggests that HR needs key competencies, to which I have added HR
leader characteristics in italics as follows:
Business Knowledge
Personal Credibility

� Achieving results
� Effective relationships, especially with decision-makers
� Personal communication

Strategic Contribution

� Future-focus and able to balance the long- and short-term
� Strategic progenitor
� Strategic insight and influence
� Culture management and change management capability
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� Leadership
� Fast change
� Strategic decision-making
� Market-driven connectivity

HR Delivery

� People (also using their diagnostic ability)
� Performance with customer-intensive focus
� Information
� Work

HR Technology

� Using data to create insight and effective action
� Seamless transformation
� Upskilling the line
� Analytics – using data for the purposes of workforce (talent) planning, employee

segmentation and understanding the drivers of employee engagement

KNOWLEDGE

HR’s knowledge base is rapidly moving on. Much of the information an HR
leader needs can be gleaned through the general business press and specialist
HR, management and economics journals. CIPD’s professional map outlines
in detail the professional knowledge which HR professionals need to access
if they are to deliver an ‘expert HR’ contribution. HR leaders must keep
their working knowledge of HR related developments, for instance in
employment legislation, up to date. And HR leaders need some level of
knowledge about:

� What is coming round the corner – scenario planning, business, economic,
political and environmental trends, strategic modelling, demographics,
workplace trends

� Insight into how thinking is developing about for instance (leadership,
target employee segment expectations and reward practice)

� How to draw conclusions based on evidence – insights into data modelling
processes, including how these are used in workforce planning, tracking
possible causal links with respect to employee engagement, value chain
modelling and employee segmentation techniques

� Knowledge of processes which produce change and how these can be used –
organisational design and development, behavioural processes, internal
communications and ergonomics

� Techniques learned from other functions – branding, segmentation, effec-
tive use of social media and customer engagement techniques

198 HR Leadership



BEHAVIOURS

CIPD’s research with HR professionals and line managers suggests that
behaviours and the way technical knowledge is used are more important than
the technical knowledge itself. These behaviours cluster into three areas:
setting the agenda, doing it the right way and making it happen.

Setting the agenda is about being curious to learn and understand, being
a powerful thinker, confident to challenge and a wise decision-maker.

Doing it the right way is about being personally credible, a trusted partner,
relationship manager and a skilled influencer.

Making it happen is about being driven to deliver, a collaborative team
player, a clear communicator and change agent.

DEVELOPING CAPABILITIES FOR HR ROLES

Many HR leaders have developed their capabilities by a combination of
experience, taking on challenging projects, executive education and a profes-
sional qualification, such as CIPD. As Liane Hornsey suggests, the best
approach to prepare for an HR leader role is to do good internal consultancy job
as a business person. One example of an HR leader who moved into an HR role
part way through her career is Philippa Hird.

Spotlight on: Philippa Hird, Formerly HR Director at ITV

Now a Non-Executive Director and Writer, during the period 1990–96 Philippa

Hird was in general middle management at Granada TV and was taking on more

responsibility. Two significant influences helped shape her career direction at this

time. Stephanie Monk was then HR Director of Granada Group Plc which was the

parent company. She demonstrated what assertive HR could be like. Philippa was

impressed by Stephanie who became something of a role model. Monk joined the

main board and helped to professionalise the organisation.

Philippa also worked closely with, and was heavily influenced by Granada Tele-

vision’s CEO Charles Allen who encouraged change. Philippa learned a lot and fast

and grew in confidence. Prior to this, the company had been relatively unsophisti-

cated in organisational terms. There was a split between the general management

cadre and the unions and between the unions representing the cameramen and the

‘creatives’, such as producers.

Following the ITV franchise renewal process at the beginning of the 1990s, the

company changed a lot. Gerry Robinson became the CEO of Granada Plc and, in

the Television Division, regulatory change paved the way for dramatic structural

and corporate change to create a more flexible and competitive business. Granada

Television, supported by its parent Company, chose to be in the vanguard of this

change and so a decade of fierce consolidation battles took place.

The first of these was the closely fought Granada take-over of London Weekend

Television (LWT). By the time this was concluded, Philippa had met her husband

Continued
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Spotlight on: Philippa Hird, Formerly HR Director at ITVdcont’d

and wanted to move to be in London to be with him. The back office of both

organisations was pulled together and, having seen the role Stephanie Monk had

shaped for HR during the merger, Philippa formally moved into HR in order to

provide HR services for Granada. She felt it important to be qualified in professional

HR, given her management background and was awarded CIPD membership on the

basis of accreditation of prior learning. In common with many people who take on

HR roles following general management careers, qualification was Philippa’s way

of ‘stopping thinking that there’s a bunch of stuff that you don’t know’.

Philippa started to clarify the kind of HR service she wanted to supply. Her

personal interest was not in administration, and Philippa was clear that she

wanted HR to be in the business, delivering for the business for HR to be influ-

ential, relevant, respected, powerful and in fluential. As she sees it, ‘there’s no

point being there unless you matter and make useful things happen’. Her own

philosophy has guided her through the ups and downs of business life: ‘You’ve got

to have an incredibly clear moral compass. ‘‘Do as you would be done by’’ is in

fact quite a tough message for many HR teams and is much less sentimental than

it sounds’.

Consolidation

Meanwhile, acquisition continued and before long Yorkshire TV and the Television

Division of United News and Media were acquired and the merger with Carlton

took place. Philippa acted as HR Director in each acquisition or merger and

became increasingly clear about how to successfully integrate businesses.

Between each acquisition, Philippa restructured HR. She introduced a shared

service for administration, called ‘HR Direct’, based in Manchester. She introduced

three streams – administration, BPs and specialists – which operated between

United and Carlton.

Philippa insists on one ‘golden rule’: ‘The client never sees the join’, i.e. that only

one answer should be given rather than confusing the client with contradictory

messages. This means that the combined HR teams need to be very aligned about

what they think and it is the need for alignment which drives communication in HR.

For Philippa, clear communication is the absolute rule: ‘if you’re clear about the

headlines, they get on with it’. Philippa comes down hard on people if they break

this rule.

About Business Partnering

Philippa is a resolute supporter of centrally managed HR and sees this as absolutely

consistent with business clients feeling that they have their own team. It is essen-

tially a professional service model. The HR partnership team consists of four people,

including two who are operationally focused and two specialists. The central core

team is very customer-focused and responsive. It is best practice professional

services model rather than acting simply as a service function. BPs come mainly

from the line and Philippa hires on the basis that these are people who can not only

do the job but also become role models.
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Spotlight on: Philippa Hird, Formerly HR Director at ITVdcont’d

Philippa does not believe in HR doing the line managers’ role for them. She

recognises that there can be a dangerous symbiosis – line managers who sabotage

efforts to help themselves and HR professionals who like being needed. Philippa’s

approach is to coach line managers – once or twice, but not three times. Good HR is

never threatened by effectively making their roles redundant because line managers

are fully capable. For the best Leaders, the issue of who they hire to do what will

always be their most difficult issue to resolve, and so they will always make great

use of good HR.

HOW DO OUR CONTRIBUTORS DEVELOP THEMSELVES?

One characteristic shared by all our HR leaders is their ongoing quest for
development. Some of the many routes they are taking to develop themselves
are as follows.

Taking on Challenges

� Public and/or non-executive roles
Angela O’Connor’s hunger for development led to her being elected the
President of the Public Sector People Managers’ Association – the
PPMA. Anne Minto has been involved in the governance of other organisa-
tions through roles such as being a non-executive director at Northumbrian
Water Group, a non-executive director of SITA UK, chairing the Institute of
Employment Studies, and the Engineering Development Trust, and has
been on the National Employers Liaison Committee for the Reserve Forces.

� Challenging roles
For instance, at several points in her career Angela O’Connor has taken stock
of what she wanted to do next in her life and this has led her to changing
career direction, often taking on significant and very challenging roles.

Keeping up to Date

� Reading
Most HR leaders appear to read prolifically. Martin Ferber reads and the
Economist, both of which he considers very important, and often shares
good articles, he comes across and finds useful sending them in PDF
form to someone. As he says, ‘I do read the FT because I think as an HR
director you’re obliged to be aware of business at that kind of level.’ He
particularly looks for refreshing views on HR, such as those of the journalist
Lucy Kelloway. Martin also comments on generational preferences with
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respect to how people like to keep up to date, in particular, the preference
for younger people to keep up to date with immediate events via the Web
and Google in particular.

� External speaking
David Smith gets on speaker circuits and is often involved in question and
answer sessions. Graham White has also been on some of the European
speaking circuits, so he gets to go to a number of conferences and meets
what he describes as ‘some fantastic people doing some amazing things’.

Peer Networks

Martin Ferber prefers to keep up to date by engaging with the professional
body, the CIPD, and getting out to meetings. David Smith tries to stay in touch
as much as possible with a network of best companies in the UK and Europe.
Graham White invests quite a bit of time in networking. He goes to a number of
HR technology sessions, networks with the CIPD and with some HR fraternals,
such as a Surrey local government group. Graham thinks that you can never
network enough in all those circles as this is a great way to get access to some
interesting new thinking: ‘What I do is I listen to what others do, I put it
together in my mind and apply it.’

Anne Minto occasionally meets with a small network of peers over dinner,
which is not only socially pleasant but helpful in other ways: ‘These dinners
afford us the opportunity to discuss sensitive issues in strict confidence,
exchange views on the latest people policies, legislation and best practice’. The
group has provided job opportunities through its network. Anne approached
three of her colleagues with respect to one of her team whose project role had
come to an end. She couldn’t offer the person another job because she didn’t
have another project so, as she says, ‘‘I particularly wanted to help this person
get another job. I wrote to three of my colleagues and all of them came back to
me expressing interest in the individual. The individual was interviewed by all
three and has now successfully gone to join one of those companies. This was
a fantastic result’’. Members of the network knew that Anne would not be
writing to them about a person who was not a quality person, so this was a win-
win situation. As Anne comments, a network like this can be very useful because
it can be lonely in a top level HRD role. ‘‘We know that we can discuss issues in
complete confidence and we know that it is not going to go anywhere else’’.

Some HR leaders are using every means at their disposal to both develop
themselves and put that development to good use. David Fairhurst, for instance,
gets involved in all of the following.

� Speaking at and attending conferences (especially Harrogate)
� Chairman – Centre for Professional Personnel Practice, Manchester Metro-

politan University (MMU)
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� Vice-Chairman – People 1st
� Honorary Fellow Lancaster Business School
� Fellow Sunningdale Institute
� Columnist with HR Magazine (800 words on a different topic every month

is a great discipline)
� Networking. David believes in proactive rather than reactive networking .

‘I was advised many years ago to have ‘‘Loyalty to my Rolodex’’. It taught
me that there is more to networking than mass-emailing your contacts
inviting them to join your LinkedIn network!’

All of these leaders make the time and space to pursue their organisations’
interests and their personal development needs at the same time.

DEVELOPING HR TEAMS

Most of the leaders featured in this book have gradually built the ‘dream team’,
but this has involved making changes on the way.

Team Composition

When David Smith first started at ASDA, most of the HR department were pure
HR professionals, and almost exclusively female. There’s now a better mix of
people who have worked in the line and people who have worked in both retail
and non-retail. He sought to hire people with new ideas, from other sectors and
other parts of the economy. So it’s a much more eclectic group of people than
ever it was in those days and as David says: ‘it’s a very experimental culture.
Retail likes to have a go and try things and I think that’s very healthy in terms of
building a new way of working.’ The Bank of America (BofA) has assembled
an HR team that includes managers with degrees in business, HR, psychology
and engineering. According the HR Director: ‘our team looks very similar to
any other high-level team in BofA so when HR sits around a table with other
departments we don’t talk HR we talk business.’

One early lesson for Anne Minto was the importance of having a mixture of
people on your team who have worked in line management as well as people
who have committed their lives to the function: ‘‘I did change the team a bit, but
I have done it perhaps more gradually rather than going in and changing
everybody out because I do not believe that’s right. I think you have got to have
a period of time in which you evaluate the capability that you have in a new
team that you take responsibility for. What I did find was that the team was a bit
dysfunctional and pretty desperate for leadership and direction. She lost some
good people through acquisitions and changed a few people out. There’s only
one person left doing the same job. As Anne recalls,‘‘The biggest challenge was
ensuring that the team could deliver against the business agenda – that was the
bottom line against which our peers would judge us’’.
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Development

All the HR leaders place a great emphasis on developing their teams. Many are
keen to celebrate the skills and successes of their team members and are clearly
pleased with what their teams have achieved.

� Sharing practice and ideas
Anne Minto for instance, gives credit to members of her team for their
significant achievements which are shared at team meetings. Anne also
describes the two internal HR conferences held each year – in June and
November. ‘We bring around 70 of our top HR people together and that’s
a pretty action packed, fun-filled day. We have a 2- slot at each of these
conferences where we display the best practice cameos from around the
group, so people compete for a slot and we always have more people
who want to display their project than we have space or time for. Our Chief
Executive is a regular attendee and other members of the top team make
presentations or take part in panel discussions’.Those are some of the
most popular parts of the conference.

� Career pathways
Anne focuses on upgrading and up-skilling the whole function, not just future
HR leaders. She has put team members on to executive leadership develop-
ment courses as well as business skills courses. Anne also encourages her
team to accept opportunities to speak at external conferences or attend external
networking seminars. At Centrica they have done a lot of work in delivering
career pathways within HR and defining the learning they want their people
to go through and setting the milestones for the capabilities and competencies
that they want their HR staff to have. Business acumen and financial awareness
play heavily on the skills agenda for all the function.

During his time as HR Director of Microsoft UK, Dave Gartenberg clarified
the roles of BPs, who were embedded in the business, and SBPs who were off-
line tackling major projects and strategic change. Dave encouraged the SBPs to
act as mentors to some of the high-potential BPs, gradually exposing them to
some of the corporate-level activity as a means of helping business partner
career development.

� Coaching
Martin Ferber considers coaching and developing his team to be a very
important part of his role: ‘I remember when one of my HRDs went into
a new job, it really was a big step up for them and they needed a lot of
coaching and help to make it in that job. They were faced with a new
MD, new relationships had to be built and it was quite a testing time for
them in terms of developing that relationship.’ Indeed, Martin believes
that it was his job as functional head to ensure that this person could
succeed. Martin has helped various members of his team get non-executive
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director’s jobs which are very good for developing their broader awareness.
Martin encouraged a line manager to become director on a Health Board. So
these are all things people can do to develop their skills both within the work
environment and outside. Such opportunities give people the chance to see
how other organisations operate and they can bring a lot as well in these
roles.

Liane Hornsey spends at least 20% of her time coaching her team, listening,
just letting people blow off steam and helping them sort out organisational
issues: ‘We’re growing so fast that there are lots of questions for me all the
time about organisational structure, organisational design, talent. I probably
spend another 20% of my time working on the learning and development
agenda: how do we develop people, how do we make sure that we keep
learning as an organisation, how do we make sure that some very, very capable
people in this organisation get the opportunity to learn and grow?’

� Development planning
While Graham White was HR Director at Surrey, he operated a model
whereby staff members throughout the organisation enhanced their devel-
opment by ‘stepping up’. The same was true for HR, for while Graham
represented HR at the very highest level, he often put his second tier
people into all the major activities to expose them to broader business
issues.

He has a personal development plan for each member of his team and
holds reviews with each person four times a year. As well as personal
development plans there are HR team plans detailing what the whole
HR team needs to develop, looking at issues such as their visibility in
the organisation, how they are operating, how they move around in their
functions and so on. Graham consciously tries moving people around as
well. He thinks the danger with HR people who have stayed in local
government all their lives is that they may follow a very narrow path;
for example, just working in pay and reward and although they will
become experts they will never actually be capable of leading the totality
of the HR function.

� Changing responsibilities
Liane Hornsey believes it is important for her to do to people what someone
always did to her, which is to put her in roles where she had things to learn.
Consequently, she has broadened the remit of some of her team’s roles. She
thinks that bright, high-potential people just want to keep learning and
contributing and knowing that what they do really contributes to the busi-
ness goals.

When Liane arrived at Google there were four or five people working
for her – on the recruiting side, in people operations and HR itself. Staff-
ing was separate from HR – which is the Californian model – and the

205Developing HR Leader Capabilities



staffing team was run out of Mountain View in the US. Out of the four or
five people who worked for her, three really shone over time and they
have become the staffing managers at Google EMEA. Liane has devel-
oped them by giving them real clarity of goals, because previously they
didn’t know what they were supposed to be doing, or what they were
being measured on. They’ve been given the responsibility to build their
own teams and promoted in terms of breadth of their job. One of them
has taken on internal resourcing, another has taken on a whole pan –
EMEA role, where previously he just had a Swiss role, and the third
has taken on programme management.

� Creating room for action
When Angela O’Connor started at the Crown Prosecution Service (CPS)
she found the HR service delivery to be poor: ‘They were wonderful
people, hard working, but many were gifted amateurs – they did not
know they were anything to do with HR. I had an early conversation
with my boss and I said, ‘‘let me help turn HR into a professional commu-
nity. They will need to study and work at building their professional skills.
If that’s not for them, we’ll give them help to get something elsewhere’’.‘I
was grateful for the support of colleagues in HR in creating a team
approach to excellence’.

However, HR’s internal clients were highly articulate and damaging in
their criticism of HR. Lawyers for instance, were polite to Angela’s face
but would criticise the HR unit behind her back. Angela needed to build
her team’s confidence to deal with the issues and the people. She told her
own management team, ‘Trust me. You’re going to feel very uncomfortable
but what we’re going to do will work.’

Angela used a public occasion – a big conference – to get the clients to vent
their spleen openly so that the issues could be brought into the open and worked
on. Her team facilitated table discussions and anonymised feedback was
collated and shown on screen. Even the highly critical head of the Department
of Public Prosecutions (DPP) was staggered by the level of criticism: ‘I can’t
believe someone could say that.’ Angela’s team response was non-defensive.
Instead, HR gave their own version of why they were criticised: ‘we said we’d
do this, but we didn’t.’ The room went quiet.

Then collectively the twelve most important things that HR needed to
work on were identified and measures of success and performance indicators
agreed in response to the prompt: ‘What does good look like?’ Angela was
prepared to stake her job on achieving what was needed, saying ‘We’ll
deliver in 12 months or I’ll resign’. In the bar that evening there was a lot of
chat, friendly this time, with people asking ‘are you mad?’ Afterwards, no-
one challenged what HR was doing but instead let them get on with the key
activities required 12 months later no resignation was required.
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NEXT GENERATION HR CAREER DEVELOPMENT

Most of today’s executives have come up through the ranks in-house. They
have acquired their skills through a mixture of training on the job, specialising
in HR disciplines or demonstrating mastery across disciplines. However, with
in-house HR departments increasingly consisting of specialists or small
numbers of HRBPs – this conventional career path is likely to disappear.
Similarly, with many of the disciplines outsourced to specialist firms, the entry
point for HR careers will be increasingly with vendors or consulting firms,
creating more specialists than generalists in the future. So what will next
generation HR careers look like and how can they be developed?

Jackie Orme argues that the path to HR leadership starts early. In the early
stages of their career, professionals should aim to achieve breadth, through the
variety of activities they are involved in and the organisations and sectors they
work in. They need to be hungry for learning and keen to get on. It does not
matter if they start in shared services, or reward, or aspects of resourcing. They
need strong, finely honed capabilities and will all become generalists in due
course. They need to be willing to take calculated risks.

While the ‘ideal’ career development path does not exist, some contexts may
be more useful from a career development standpoint than others. If HR
professionals have what it takes they can use every experience to develop their
thinking and practice.

Spotlight on: Victoria Bird

Victoria Bird was recognised by Personnel Today as a ‘young HR Professional to

watch’ a few years ago. This was at a time when Victoria had moved from Time

Warner to Electronic Arts (EA) in order to gain international experience (Europe,

South Africa and the USA) and become part of the technology / dot com boom. Her

achievements in both roles brought her to the attention of head-hunters and the HR

press but Victoria had some unfulfilled ambitions which she was keen to pursue.

One of these was running a yacht in the Caribbean, in order to do this Victoria

completed a vigorous 6 month training to become an Ocean Yacht master (a

commercially endorsed skipper with celestial navigation skills!) and also took PADI

scuba diving and Cordon Bleu chef courses to enhance her skills.

She and one other ran a 50ft Catamaran called ‘Top Secret’ and provided all

inclusive sailing / water sports holidays for mainly American guests in the British

Virgin Islands.

After returning to the UK Victoria went through a challenging time personally

which resulted in a bout of glandular fever. Victoria believes that looking back

she learnt from this episode in her life and that it helped her develop a deeper empathy

for others.

After some interim work Victoria joined Whitbread PLC and her experience

expanded as she became involved in restructuring, outsourcing, acquisitions and

the selling of the pub restaurants and David Lloyd Leisure businesses. It was at

Continued
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Spotlight on: Victoria Birddcont’d

Whitbread that she also gained further international experience and was Interim HR

Director for the start up of Costa Coffee in Shanghai, a joint venture with a local

Chinese Partner

After an Executive role working for TSL Education (publishers of the Times

Educational Supplement and Times Higher) as HR Director Victoria has decided

that she wanted to take some time out to develop her mind further - she is just about

to start a Masters in Social Anthropology at the School of Oriental and African

Studies (SOAS) at the University of London and has taken part in an intensive

meditation retreat to help sharpen her focus. Whatever Victoria does in her next

role, she will bring added depth of insight to her contribution, having stepped off the

career ladder to gain breadth of experience and take the opportunity to reflect.

Whatever Victoria does in her next role, she will bring added depth of insight to her

contribution having stepped off the career ladder to gain breadth of experience and

take the opportunity to reflect.

Learn by Doing

Developing careers can be a matter of luck, but more often the old cliché about
‘luck’ ¼ ‘preparation meeting opportunity’ comes true. However, I believe that
there are some very practical things which HR practitioners can do to develop
themselves for future leadership roles. If you want to really excel as an HR
professional you need to learn from on-the-job experience in a planned and
structured way:

1. Use influence in an appropriate way
Develop your influencing skills by deliberately working to understand the
needs of different stakeholders, and influence them to recognise when they
need to change their behaviours themselves.

2. Continuously review priorities
With ever-growing workloads and fast deadlines, being able to prioritise
well is essential in delivering to the needs of the business, particularly as
individual remits get wider and more demanding. Especially during
a period of fast change it is vital to be constantly reviewing and prioritising
the urgency and timing of tasks throughout the day to ensure deadlines are
hit and the needs of the business met.

3. Gain line management experience
Working at the ‘sharp end’ gives people better insight: ‘You must understand
the business model and the financial and marketing side, and it’s difficult to
do that as an HR staffer. ‘You come across with a lot more credibility if you
are in touch with the business, how it functions and operates, and after you
have had some line manager experience.’ Anne Minto also thinks that it’s
important, developmentally, for people to have worked somewhere outside
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of HR in their career; not necessarily for a long time but Anne argues that
having experience of running a different function gives you a different
dimension on life, because you’ve been there in the role of a front line
manager. It gives you more empathy with line managers.’

4. Keep things in balance Life in HR requires resilience
You have to be clear about what you want to achieve. You have to be resil-
ient and not be diverted. Also, you have to be prepared to take on the big
issues that others may not be comfortable with.

5. Develop your emotional intelligence
When conflict or a sensitive situation arises, managers should listen and be
more of a coach, not a counsellor. Learn too how to give feedback in a way
that people can receive it.

6. Spend time in a customer-facing role
Spending time to work outside HR helps you not only to see HR from
a customer perspective and how HR can really tick a customer off, but
also how HR can really add value.

7. Make friends with the financial director (FD)
The FD sees the business in terms of cost, of course, but if you can get him
or her to understand social cost and understand people benefit not in a finan-
cial sense, but in an overall business health sense, then you have the basis of
a real partnership.

8. Take the initiative
Be proactive – don’t always wait to be given tasks by your manager – think
what needs to be done and do it before being asked.

And HR leaders agree that HR leadership is more a mindset and orien-
tation than a specific set of skills. First and foremost HR leaders are busi-
ness enablers. Mike Campbell, People Director at easyJet (with its orange
logo) offers the following pointers to help would-be HR leaders achieve
success:

Instead of Being a Business ‘Preventer’ You Need
to be an Enabler

� You have to understand the business – you can’t have impact without that.
You have to understand:

� The key business drivers.
� The motivations of people you are partnering – they expect you to

understand what matters within the business and how to manage risk.
� Be able to work alongside them, including leaders – you need to be able

to say, ‘if you want that outcome, this is the best way to get there’.
� You need to be numerate, business-aware, have commercial acumen.
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� Be bold, don’t compromise on quality.
� You’ve got to have good judgement and be able to take macro- and micro-

issues quickly – take 10 decisions and expect that at least 8 are right. Your
judgement should show that you:
� Understand what the business is trying to achieve.
� Align with the value set.
� In easyJet everyone knows what needs to be achieved and their part in it.

Over the first few years we aligned the business around five key areas of
focus and three simple outputs/measures: 15% growth; 15% return on
equity; £5 profit per seat – and safety is our first priority: no compromises.

Be Tough on Building HR Quality

� We’re ‘turning Europe orange’. We need talent magnets to attract high-
quality people to work for them. While there is huge value for specialists
in any aspect of HR, you really need to be generalist and able to learn
enough about the specialisms that you know when to call in a specialist.

� As a leader of an HR team you face a big challenge. While you will have
a view that the best thing is to develop people, sometimes people can’t
make the transition in the time frame or at all, so don’t be seduced by the
challenge to develop everybody. You have to take the right decision quickly.

Leadership involves taking decisions, not only about HR issues

� Take advice, make recommendations and stand by your judgement. Some-
times they’ll expect you to take the lead. For instance, we’ve been debating
whether we should continue with part of our business – we’ve learnt that we
need to be bolder.

� It’s important that you and your team have access to all the tools you need
such as assessment and psychometric methods, employment law across
Europe, etc., but you don’t burden the line with too much of these – think
of them as features (e.g. features of a PC could include a 200 Gb hard drive,
Intel centrino chip, flash memory, etc. But really the benefits are how
quickly it works, how well it runs the software and can I store all my docu-
ments and/or play my games and get fast broadband links).

� Sell them the benefits. It’s like providing them with a car – they don’t need
to know the details under the bonnet; you don’t need to educate people
about the sophisticated HR techniques – just that they deliver the benefits.

CONCLUSION

As organisations compete to attract and retain the best employees and strive to
develop high performance capability, so the need for effective leaders of the
people dimension grows. Attracting high-calibre individuals to HR roles can be
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a key challenge, but as Liane Hornsey says of Google, ‘you’ve got to offer the
employee a proposition that is sufficiently different to make the great
employee, the high-potential people, really want to associate with that
company.’

HR leaders must deliberately develop themselves and their teams in order to
keep at the forefront of their field. The skills, competencies and knowledge
required to be an HR leader are burgeoning as the scope of the role rapidly
expands. But potential HR leaders should not be put off by that. As Graham
White suggests, you could bring an individual off the street and turn them into
a superb HR person very quickly if they have the right competencies. For
Graham these are about engaging with people and having good interpersonal
skills. He argues that in reality there is nothing HR does that you can’t read in
a book. If you have the capability and the desire to engage with staff and to
value that contribution then anyone could be a good HR person.

The HR agenda is a fast-moving one and requires HR leaders to have
a strategic mindset and skill set. To become an HR leader, you must have the
vision and the drive to deliver the strategic agenda. You must be a business
person first and a functional leader second. There can be few roles more
exciting and worthwhile than one that marries the individual and the organi-
sation, today’s and tomorrow’s agenda, that requires deep insight and effective,
innovative delivery, in other words, one that builds sustainable performance
through people.
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Chapter 10

The Future of HR?

‘‘Has HR been taken by surprise by changing demographics, and a growing need for
accurate employee data and does HR have the strategic capability to tackle business
leaders’ priorities? How business leaders approach the challenge – and how HR
responds – will determine who takes the lead on managing People Strategy and HR
Operations to address tomorrow’s most significant people priorities.’’

Aijala et al. (2007)

It will be clear from the content of this book that I believe the HR profession to
be potentially the most exciting, worthwhile and value-adding business func-
tion since its ‘raw material’ is people. Yet, many managers respond to the very
notion of HR leadership as if it is a contradiction in terms. How can HR lead,
some might ask – it is a service function after all? And how can HR provide
organisational leadership if it does not have its own functional house in order?

I would argue that strong HR leaders lead the function and more beside. Like
David Fairhurst, I see HR as a key driver of business and not only as a technical
function anymore. Cascio (2005) sums up the future role of HR as follows: ‘In
a nutshell, this encompasses three broad areas: to ensure compliance, to gain
commitment and to build capability.’ But in many organisations the perceived
value of HR hangs in the balance. Partly, this reflects the way an HR leader
approaches the functional leadership task and therefore how HR operates. So
does HR act as the function that turns compliance into a rule book, or an art
form? Does it focus on doing the basics or on getting them delivered well? Does
HR blame line managers for the problems in organisations or develop line
managers? In other words, HR’s own approach will determine whether HR is
perceived to be part of the problem or part of the solution.

Given that HR is integral to organisational success, not apart from it, HR
leaders must define HR’s role and contribution together with key stakeholders.
Many HR leaders have been reorganising their function for years now in order
to better drive forward the people agenda, and in some cases they have failed to
deliver major improvement. If senior management are to derive the greatest
benefits from HR transformation, they have to know what they want from HR.
This requires the HR leader to be part of the inner circle, influencing strategy,
shaping thinking, raising awareness and delivering effectively.

As Martin Tiplady suggests, many HR teams need to raise their game: ‘I
believe in successful HR. Properly focused, it adds value to the bottom line.
Deep down, most organisations know that. The trouble is, there are not many
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who know exactly what they want from their HR. And in many cases, HR is the
whipping boy of sloppy administration and doer of deeds not fancied by
managers.

I’m fortunate to work in an organisation that does know what it wants from
its HR. And mostly – though not always – I agree with it. But I certainly have
a boss and am part of a board that knows what it wants. The other members
welcome my views on the business, and they want me to help drive it. Their
vision is mine, and vice versa.

If HR is to survive its current doldrums, we need to get a whole deal wiser to
the business and start using our muscle to drive serious organisational reform.’

WILL THERE BE A FUTURE FOR HR?

From a selection of comments from our contributors, the consensus answer to
this question is firmly yes – but different from the past. As Geoff Armstrong
comments, ‘We’ve still a long way to go, but I’m optimistic. In the 1970s HR
was purely reactive, fire-fighting, trying to keep the show on the road, rat-
her than making roads. When I started at British Leyland the things we
were doing were ground-breaking, enabling things to happen that couldn’t
otherwise.

Now we’re seeing a lot of HR leaders emerging who see the role in business
terms – they have ‘‘nous’’ in behavioural sciences, sociology and business
administration – they understand how people become the differentiating factor.
There are more sophisticated interventions, such as organizational development
(OD) and coaching which are now seen as mainstream and make a difference.
But the majority of organisations are untouched by these – they’re still carrying
on and on. Too many people are just administrators, and the same is true in
finance and marketing.

There’s a divide between international organisations operating at a tough
global level and a lot of public sector organisations who have not moved as fast
as they need to – they need to learn. Younger people and women are adopting
non-conventional thinking and practice – it’s less about prerogative practice,
more about the people dimension and what works sustainably.

Business first, functional specialist second. HR leaders need business
orientation, to be courageous and bold. They need to articulate a set of
measures the business can relate to, not just functional ones. Their thinking
needs to take the organisation to different places than others’ could. It does not
matter what we call the Function. The key is how you turn people into the
drivers of success without which we can’t succeed.

David Smith agrees that businesses are going to be more about people than
they’ve ever been because technology is widely available so it’s no longer going
to be a differentiator in the way it was in the previous century.

Anne Minto sees HR becoming more professionalised, very involved in
the shaping as well as the execution of the business agenda and adding
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value to that business agenda. Anne believes that the customer base will
become much more discriminating about the value that it will place on
what HR delivers, and HR has a definite future if it can deliver those things
to benefit the delivery from the overall employee basis and reduce bottom
line costs.

As Anne suggests, ‘HR has got to be smart and sharply focused. HR has to
have the courage of its convictions to stand up for what it believes. It shouldn’t
be the moaning and whinging voice of the organisation. Whether or not you’re
on the board is a 1990s issue. If you are doing a good job with your voice
being heard at the top of the organisation and doing your job with the
remuneration committee and the nominations committee then that is where
your influence lies.’

Martin Ferber thinks that HR has become more project-driven, and more
expert-driven. He wonders if whole process of work hasn’t become too
scientific and perhaps taken the humanity out of it. Martin a believer in the
Ulrich model, since it’s allowed people to dissect the function quite neatly, and
led people to think properly about the foundations of the function. Martin
argues that HR needs to think about its own function and how it can work more
closely with other functions in the support arena, – Finance, IT etc- to deliver
value.

Graham White thinks that the HR profession is definitely here to stay, but is
going to evolve into something else. He wants HR to drive into a new and
different role in organisations. He wants HR to wake up and realise what’s
ahead. He’s concerned that currently people are blind to a fast growing tide of
change and that HR is hanging on to a belief that no one else can do the things
HR does. The trouble is that HR can’t do anything else. In future even more of
the functionality of what HR does is going to separate out and become very
much more ‘self-service’ and a lot of what HR has been known for doing will
disappear. The operational aspect can be made slicker and more efficient,
available on the desktop of the manager. At the same time HR should retain
a service, develop lots more real business partners, probably with a set of skills
that most HR professionals don’t currently have around project management
and consultancy. Consultancy houses have developed skill sets that the HR
profession could definitely use, beg, borrow, or steal and bring into that lead-
ership role.

It’s up to HR to grab a new purpose!

A NEW PURPOSE FOR HR

HR’s purpose is to build sustainable high performance and that this is achieved
through people. Geoff Armstrong argues that the traditional differentiators –
IT, customer service, etc. – are both antiquated and replicable. Looking ahead
the people dimensions will be more central than ever to business success.
Since HR’s business is people and organisations, I believe the HR Function
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is in pole position to bring extraordinary value to organisations if it does its
job well.

The global crisis gives HR leaders a major opportunity to make a differ-
ence to the long-term health of their organisations. This will mean dealing
with the short term challenges with this in mind, for instance avoiding
wiping out generations of talent through overly stringent cost-cutting
programmes.

For Jackie Orme, HR must be clear that it is not there just to support the
people management role, but beyond. It’s about how to make organisations
capable for the future. To be credible to operate in this space, HR can’t only just
be advocates of employees, but also of the organisation and its customers, the
community and investors. At the same time we must not lose our focus on
employees. As Jackie points out, ‘HR is in a better shape to do that now than in
the past but not everyone will make it.’

The challenge is that others can also rightly say that people and organisa-
tions are their responsibility. No debate about that. The question is what can HR
leaders bring that differentially moves the people agenda forward and builds the
basis of organisational sustainability?

FUNCTIONS OF HR LEADERSHIP

Returning to the functions of leadership we began with, the specific leadership
focus for HR leaders makes their role very special. They are the people
experts, but they must also develop the organisation to equip it for a sustain-
able future. They will continue to deal with the traditional challenges of
managing talent, and providing infrastructure processes for performance and
compliance. They will create HR organisations and processes which are
effective and cost-efficient and free up HR professionals for more value
adding work. Administrative work – pay and other transactional issues-will be
delivered through shared services or outsourced. These will be fantastic and
seamless.

Jonathan Evans believes that there will always be a need for HR – specialists
in reward, OD thinking, etc. – but the HR function will be smaller and more
influential. HR professionals will be more and more into the business, more
business savvy, more professional and specialist. They will use their under-
standing of the human dimension to train line managers and give them confi-
dence to believe in themselves as people managers. HR will go ahead and do
things without needing to be asked. They will be true experts that people will
listen to rather than work around.

Moreover, HR leaders will drive ever more evidence-based and insightful
approaches to motivate and retain employees and customers. Their stakeholders
are not only internal to the organisation – management and employees – but also
external – customers, investors, communities and society at large. They will be
acutely aware of the need to drive value, but not for the purposes of justifying
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existence, more to highlight key linkages in the process of delivering value and
where these can be improved.

They must be change agents and capability builders. Since no organisation is
a static entity, they must be alert to the many context drivers which will affect
their organisation, pre-empt risk and help create opportunities for the business.
HR leaders will understand where and how to intervene in the organisational
system in order to build speed, adaptability, the ability to operate effectively
across boundaries and stimulate innovation. They will hone in on leaders and
managers developing them to be key culture builders who can create ethical,
sustainable businesses and turning senior managers into effective commis-
sioners of organisational development. They will drive management innovation
to create forms of leadership which are fit for the future.

They will also build the capability of their team. The HR leaders featured
here have all worked hard to develop their teams as individuals and as teams,
often helping individuals pursue their careers in other organisations at the
right time.

To sum up, how do HR leaders carry out the functions of leadership outlined
at the start of the book?

1. Providing direction
� Their perspective, which is future-oriented, balances the short and the

long term and is intensely customer focused. This perspective is
derived from their vision to build sustainable high performing
organisations.

� Their judgement is informed by their deep understanding of their busi-
ness, where it is going and what it needs in terms of capability in order
to succeed.

� Their people management and organisational development strategies
are aligned to, and support both the short-term and the long-term goals
of the organisation.

� They work with stakeholders to design structures and processes which
bring out the potential for high performance, innovation and shared
learning.

� They use tools to identify, recruit, retain and build talent, including
within HR itself.

� They provide direction to their own teams as line managers, and also to
the organisation as business leaders. They operate as business people
first, functional specialists second.

� They build their own team to be high performing professionals. They
also create collaborative cultures capable of balancing risk and innova-
tion, value and efficiency, stability and change.

� They earn the respect of their colleagues by having the skill and confi-
dence to contribute to the broader business agenda, not sticking within
the comfort zone of the HR agenda.
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� They proactively contribute to business strategy development, often
acting as strategy initiator and innovator.

� They use high leverage change methodologies to involve employees in
the strategy process and create ownership of the outcomes.

Spotlight Example: Mike Campbell – Aligning HR to Business Strategy in
easyJet

‘When I joined easyJet this was fast moving, making itself a European brand. It had

a fabulous front-end Web advantage. The aim was to become a European (from

British) airline within 3–4 years. It was a complex business with a simple business

model. Over the last few years we have greatly improved the professionalism of the

business; maintaining easyJet as a great airline and made significant strides in

moving us to become a great business too. We wanted to provide a straightforward

framework of how we would operate with a view to ‘‘turning Europe orange’’ as the

world’s best low fares airline.

We expressed this in measurable ways around 5 pillars of: Safety – Our Number 1

priority, People – making easyJet a great place to work, Operations – the world’s best

operator, Customer – low cost with care and convenience and Investor – a superior

return. As well as stating what we wanted to achieve and what our goals were – we

also talked about the how. A simple value statement summarises this: Safety (no

compromises), Pioneering, Passionate, Teamwork and Integrity. We engaged with,

and involved all of our people in this process, in relatively low key ways through

surveys, focus groups, etc. and the result was actually a refreshment of what already

existed – sharpening it up, professionalising it and making the picture a movie as

opposed to a still image; the still photo becomes dated, the dynamic one adapts and

refreshes with time – whilst staying to true to the brand and culture.

From an HR perspective we talked about our goals as focused on:

� Getting the right people in the right place at the right time – Talent;
� Making sure our people perform better for us than they would for anybody

else – Engagement; and
� Building our organisation and processes to make sure all of these individual

contributions are aligned to the business strategy – Organisation.

We achieve this by having strong leadership that ensures behavioural values are

congruent with the brand values and that we as an HR team are a role model for all

of this.

So what are the specifics from this? Well we didn’t have a huge launch of a whole

new brand philosophy. Our culture was a distillation of the orange pixie dust, it was

already present – so we have built the image from the inside out, reinforcing orange

values through the usual methodologies around recruitment, performance

management, etc. but also strong personal communication and involvement from

each of us on the management team. We want to keep legacy creep away from the

business, to stay fresh and psycho-graphically young – and ensuring we retain the

small business, almost family-feel, despite our becoming a large operation.’
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2. Leading with courage
� They are clear about their own values and will promote and defend

them, rather than opt for the easy option. They stand up for what’s right.
� They act as champions and stewards, taking responsibility for building

a healthy business culture within their organisation.
� They focus intensely on developing ethical leadership practice and chal-

lenge where appropriate. They work hard to stimulate constructive
rather than divisive politics.

� Fairness and transparency are the principles which underpin their
approach to rebuilding trust with employees. They develop reward,
development and other elements of employee value propositions which
are ‘felt fair’.

� They pursue better governance, and find ways to improve decision
making at all levels, meetings, standards and norms, performance
management and accountability, line management capability and lead-
ership behaviour.

� They challenge organisational practices that undermine sustainability.
They change such practices where they can, such as addressing execu-
tive compensation issues head-on.

3. Influencing others
� They act with integrity and are honest in their dealings with all

stakeholders.
� They handle their special relationship with chief executive officers

(CEOs) and finance directors (FDs) with discretion, and act as
a sounding board, contributor and challenger.

� They avoid playing political games which destroy trust, and discourage
such behaviour in others.

� They use their insights into people and organisations to help people. They
deliver initiatives and services which matter and which build support.

� They act with confidence, and win credibility for their intellect, their
contribution and that of their team.

� Their’s is a whole business perspective. They speak the language of
business and avoid jargon.

� They are forward looking and proactive, producing innovative solutions
to operational problems and strategic challenges.

� They deliver and are true to their word.

4. Fostering team working
� They focus on building the organisation as a community, where the customer

is the key focus for innovation, knowledge sharing and performance.
� They ensure that the organisation is engaged with the community,

leading corporate social responsibility initiatives not only to be good
corporate citizens but also because they enhance brand.
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� They embed diversity in recruitment and management practices. Simi-
larly, they place corporate social responsibility at the heart of the
employer brand.

� They understand how to build effective collaboration across cultural
boundaries. They manage integrations in such a way as to ensure that
1 þ 1 ¼ 5.

� They work constructively with trade unions and staff groups, building
firm foundations for partnership and mutual respect and trust.

� They stimulate their own teams to be high performing, acting as a coach
and mentor, role model and leader.

� They use OD methods to address conflict issues and to create employee
ownership of change.

� They contribute to management teams and executive groups,
ensuring that these function effectively and developing them when
necessary.

5. Motivating others
� For the organisation, they develop talent practices and employee value

propositions which reflect different employee needs while still remain-
ing fair to all.

� They develop reward and recognition processes which are equitable and
reward good performance not just good results.

� They work hard to make sure that the employer brand is real, and that
people’s expectations are well-founded.

� They give their team credit where it’s due.
� They provide people with stretching roles where there is scope for real

achievement and development.
� They celebrate success.

6. Developing others
� They ensure that the HR development agenda is closely tied to organisa-

tional goals and also enables employees to meet their personal develop-
ment needs.

� They focus on developing leaders and find new ways to support
line managers with the skills they need for their challenging
roles.

� They ensure that their team members are exposed to new insights – by
attending conferences, visits to other companies etc.

� They share good ideas, circulate interesting articles, make time for
discussion as well as task.

� They act as coach and mentor – to the CEO and their peers as well as
line managers and their own team.

� They find challenging project opportunities across the business to
provide stretch for talented people.
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7. Continuous learning
As we saw in Chapter 9, all the HR leaders have a huge appetite for
learning and keeping up to date. In one example of how learning can
be shared, Anne Minto describes her own approach to team development:
‘I join my HRDs on a regular basis at their team meetings. I have sandwich
lunches in my office – brown bag lunches– half a dozen people at a time at
different levels in the function and from different parts of the company. So
it’s their lunch and they can raise any issues they like. They want to hear
what their colleagues or I might be doing and that just helps to create a better
communication line.

I do a monthly message which covers the business, and what we’ve
done in our HR team. It gives them a potted version of what I have
been doing in the month – so businesses I have visited, people I have
met, both internal and external. I’ll write up a little bit – almost like
a blog – and people find that incredibly interesting. I get great feedback
from that because people feel now that they know what I do on a monthly
basis. Of course they don’t know everything but they really feel they have
had a good look at my diary so that they know what the head of HR has
been doing in the month of October.

And we have a great Website – ‘‘My HR’’ it’s called – and people can go
in there. It’s also where we keep all our policies and procedures and helpful
processes that you can click through and it helps the customer to get to the
answer that they are looking for. But our own HR site – we keep that regu-
larly updated with stories, events, and who’s been winning awards – that
sort of thing. For instance one of the team did a fantastic job with our
age discrimination last year.’

8. Championing change
� They act as change agents, taking a global perspective, scanning the

environment, anticipating problems and building new opportunities.
� They focus on building flexible mindsets, behaviours and structures.
� They involve executives in leading change, getting them to be commis-

sioners of OD initiatives.
� They transform HR functional delivery so that administration works

reliably, faster, better and more cheaply than before.
� They help line managers have confidence to take on their human resource

management responsibilities by providing training and coaching.
� They recruit high-calibre people into HR and give them chance to accel-

erate their development and responsibility.
� They improve employee communications and deliberately embrace

participative methods of communication.
� They also build on the culture’s strengths, act as guardians of appro-

priate continuity, identifying and building on what works well, reinforc-
ing brand identity and employee commitment.
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� They are able to prioritise and reprioritise, giving clarity to, and energis-
ing the team and the organisation. They make clear what can be stopped
in order to make other more important things happen.

Spotlight Example Continued: The Challenges of Change at easyJet

Any HR leader will face significant challenges in their role. easyJet, for instance, has

clear ambitions to shift from its original position of being a British airline operating

internationally 7 years ago, to becoming a European airline, and best at short haul.

This aim is pursued through a business strategy which needs to take account of the

fast-changing marketplace.

The range of strategic activities to be pursued is staggering. At the same time, the

airline industry is a highly operational, to the minute, high volume, low margin busi-

ness, with both manufacturing and retail aspects. The pace of activity is fast, the

Website gets 12 million unique customer visits per month. In common with many

businesses, systems are always being stretched to cope with the volume and pace

required. The challenge is no different for HR. As Mike Campbell says, "We need to be

responsive to operational needs, while buying time to be strategic and deal with the

bigger issues. The question is how do you cope? How do you prioritise? What does it

mean if you don’t make progress?"

For easyJet’s senior management, challenges come thick and fast. The only busi-

ness issues which Mike does not deal with directly are the procurement of aircraft,

the new bag charge, launch of speedy boarding, and change of onboard catering

supply. Mike recalls just some of the business challenges which easyJet’s manage-

ment team, including Mike himself, has had to deal with over the last 12months:

� ‘Buying and integrating an airline with a clear view of becoming one brand

within 2 months of completion.
� Shifting employment in Europe to employ our crew in France, Spain and Italy

on local contracts with all the associated employee representation aspects.
� Managing a relatively newly established (in its second year) ground handling

operation in Spain.
� Handling two massive legal cases in France, one involving a pension claim,

which was won by easyJet, and another in which easyJet is currently defending

itself against accusations of illegal employment in France.
� Hiring local HR managers in France, Germany and Spain to handle ‘‘business as

usual’’ and sourcing local payroll providers.
� Dealing with the issue that UK managers based in Europe have suffered a reduc-

tion in income in real terms because of the poor value of the £ against the Euro.
� Addressing 25% staff turnover rates in administrative roles and improving

productivity.
� Outsourcing our call centre with 120 roles to Poland and Germany.
� Carrying out a redundancy exercise cutting 10% of jobs within the central team.
� Buying an engineering company employing 120 engineers on different terms

and conditions.
� Closing a base in Dortmund with over 100 jobs transferring elsewhere in Europe.
� Carrying out a cost-cutting programme, producing a £50 m saving.
� easyJet has opened new bases in Charles de Gaulle, Lyon and Manchester.
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Spotlight Example Continued: The Challenges of Change at easyJetdcont’d

� We’ve gone to our suppliers asking them to share the pain of rising prices, in

order to save costs.
� We’ve closed GB Airways head office and their Overseas operations in France,

Spain, Portugal, Morocco, Egypt and Tunisia.’

Mike’s responsibilities have involved him for example, in opening the new easyJet

base at Charles de Gaulle airport, Paris. His facilities team is responsible for making

sure that the base is ready to operate from day one, while his HR team recruits cabin

crew locally. Mike took the decision to employ pilots from Charles de Gaulle rather

than positioning them from the UK. As Mike recalls: ‘This meant negotiating with

the Works Council on why we were doing what were doing. It was time-consuming

but it was something we had to get right. You have to deliver on your promises.’

Another aim is to increase crew productivity by 10% over the next few years. Part of

the focus is on increasing the proportion of work carried out on a seasonal basis,

changing contracts, looking at every penny, taking costs out of the business. And if that

was not enough, the economic crisis has added to the challenges as Mike outlines.

The big issues

‘We had a clear strategy of 15% growth, which current circumstances are causing

us to rethink. In the current economic situation it is obvious that we should review

it. What will the right strategy be? There is a clear interdependency with the

employment model. easyJet’s reward policy reflects the product strategy – no frills –

and it is highly geared, i.e. the greater part of people’s income is variable pay, and

this is geared to individual and business performance. When external factors such

as fuel price results in pay reductions, at senior levels this can affect significantly our

ability to attract and retain people. Also the level of growth has a direct correlation

with the number of people and promotion prospects. So how do we grow, become

more European without taking the worst of country practices, and produce market

competitive packages which are also affordable?

As an HR team our resources are stretched. The organisation consists of 19 bases

with 19–20 cabin crew managers and a total staff base of 4000. HR is provided on

a 1:300 ratio; there is one HR Business Partner and a service centre of 10. Given the

ongoing challenges of absence, performance, etc., when you are this lean, people

could soon burn out, if they didn’t have the ability to deal with pressure and ambiguity.

As a management team we need to have a clear recommendation we all subscribe

to. It ought to be easy to explain to our cabin crew. For instance, they understand that

with tight margins, every extra cup of coffee sold can help us improve our perfor-

mance. But the brand stands for more than the cost. Turnaround times – when we turn

our aircraft round on average in 25 minutes, every minute counts. Customer care – we

smile, we support the customer. Our cabin crew are our major asset. They have a 4-week

induction. We train them about safety on board, passenger sales (we encourage

passengers to part with their money in a way that they don’t feel ripped off). We

encourage people to bring their personality to work, within the orange framework. It’s

great when people are confident enough to do this in a way that’s customer-centric.’

By keeping people focused on the business essentials, Mike and his peers are

keeping the business on track and employees engaged despite the pressures.
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WHERE ARE HR LEADER CAREERS GOING?

Increasingly, what used to be the top of the HR career ladder, i.e. Personnel or
HR Director, is becoming only one route – and typically for capable people this
is a junction rather than a terminus. At the more senior levels, HR roles tend to
broaden out considerably, especially at Group level. Typically on the way up
the career ladder HR Directors will find themselves responsible for not only
employee relations, pensions and executive compensation, but also for strategy,
corporate social responsibility, reputation management, internal communica-
tions, branding, facilities management, and more besides. And as workforces
become more diverse, and human capital challenges more complex, it is likely
that the scope of an HR leader’s role will continue to expand still further.

And as we have previously discussed, effective HR leaders do not restrict
their contribution to functional policy areas only. They will be actively engaged
with the business as a whole, not only understanding the issues but also
identifying how and where to build competitive advantage.

A National Stage

Moreover, the level of influence of some senior HR leaders, such as David
Fairhurst, extends way beyond their own organisation. In David’s case his
influence is likely to have a national impact since he has contributed to the
building of national public policy and practices with respect to skills and
employment. His company is one of the first to develop and offer employer-led
qualifications under the current Government’s skills policies. Other HR leaders
are contributing to the development of thinking around people practice by
steering think tanks, research bodies and University centres specialising in the
field. Many are actively contributing to the success of other organisations by
sitting on boards and trusts, helping with the development of professional
standards and taking part in government consultations.

Shaping New Employee Relations

Given that change is likely to be a permanent feature of the workplace, some
HR leaders, like Geoff Armstrong earlier in his career, are helping move
forward new forms of employee relations which are appropriate to the
knowledge age and its workers. As Geoff says, ‘This is every bit as necessary
for the people dimension – it’s more critical. We won’t revert to collectivism –
the whole business of talent, securing willing contribution, innovation – these
are more and more essential and increasingly critical. In the loose organisations
of the future these temporary alliances of skill will be important for employers
to secure. Hopefully employee relations won’t be as dramatic or brutal as
industrial relations in the 70s when we were betting the company on a daily
basis, removing impediments to progress and making those early steps to
moving forward.’
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One example of someone who has worked to establish a positive basis for
employee relations is Jackie Simmonds, HR director for TUI Travel for the UK
and Ireland. In September 2007 two of the UK’s largest travel companies, First
Choice and TUI (which had recently formed from the combination of Thomson
Travel Group and My Travel) merged to become TUI Travel Plc. Previously
HR Director for First Choice, Jacky was appointed as HR Director for the
combined organisation in the UK and Ireland, and was responsible for the
people outcomes of the merger.

A key objective was to build a positive culture for the new business and
Jackie worked closely with Balpa, the pilots’ union, to find a partnership
solution to pressing issues arising from today’s challenging environment and
the merger.

The combined operation had almost 100 surplus pilots. But instead of going
straight for redundancies, the company asked pilots’ union Balpa to look for
a joint solution – an unusual and welcome approach, according to Balpa’s
general secretary, Jim McAuslan.

By the end of 2008, it was clear that the measures agreed with the union –
which included voluntary redundancies, part time working and sabbaticals –
were not enough. So TUI went back to Balpa for more savings.

At the end of February 2009, the two sides announced a ‘pain-sharing’ deal
and as Jim Mc Auslan says, ‘This was a managed process, a joint approach,
instead of the company just announcing redundancies and us having to pick up
the pieces.’ Based on sources Finney and Jefkins (2009) and Syedain (2009).

Ensuring that employees have ‘voice’ and the means to participate, requires
HR leaders to directly intervene in internal communications, guiding and
steering both process and message. They will have their finger on the pulse of
employee morale and satisfaction through surveys and other means; they must
act on key issues which emerge and produce positive change through their
initiatives.

Beyond HR?

Ultimately HR will become a philosophy, not a department, according to
Graham White, and there are already signs of this starting to happen. Graham
predicts that we’ll then see more senior HR people taking on Chief Executive
roles. Business has been through eras when CEOs were predominantly
production people, then marketing people. David Smith also believes that as
organisations become more human capital oriented this could lead to more
CEOs coming through the people route than has been the case in the past.

And there are already signs of this trend in the growing numbers of CEOs
with HR backgrounds. HR leaders who are strategic progenitors are increas-
ingly considering other seats in the boardroom as possible career goals. As
Hesketh and Hird (2008) suggest: ‘These individuals are highly politicised,
understand and possess leadership traits of empathy and wider forms of social
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capital and convert/commodify their economies of experience into executive
leadership signalling devices. Their influencing ability is as much testimony to
their increasing political skills as to the rising status of people issues.’

Indeed several of the leaders featured in this book are already CEOs of
organisations, and many also sit on the boards of others. And this trend seems
set to continue, with two-way moves also possible. Jon Sparkes, for example is
moving back into a very senior HR role from being CEO at Scope as his career
develops into its next stage. Mike Campbell believes he could become a CEO,
after all he was doing some of that at Wedgwood – but knows that he can
contribute fully as a member of the management team in any case. As he says,
‘If an outsider looked at the Management Team today they probably would not
be able to tell who did what – which is the mark of a good management team. If
need be, I would be able to cover for several different roles. For me, it’s ulti-
mately about making a contribution and enjoying myself.’

Creating a Legacy

Some of the HR leaders featured in this book are on the verge of retirement
while others are midway through their career. What they all have in common is
a desire to carry on contributing, developing and using their knowledge and
skills in a value-adding way.

And all our leaders want to leave behind a positive legacy when they finally
move on from their organisations. Mike Campbell would like people to say of
easyJet:

� easyJet is a European airline;
� Learning is institutionalised; and
� The business thinks systemically.

And about himself:

� He brought in and developed some really great people;
� He helped to ensure the business always over-performed;
� He made our business simple to understand and easier to deliver; and
� He was really ‘orange’.

AND FINALLY.

Organisations will have to reposition themselves to deal with customer
demands – and in today’s emerging economy, they are more reliant than ever
before on the discretionary contribution of people. Organisations will have to
change in ways that enable them to maintain competitive advantage and create
opportunities. In today’s knowledge and service-based organisations, HR
leaders are the vital intersect between business and people needs. They must
master the art of building change-able cultures in which workforces (not
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just employees) are engaged and giving of their best. Organisations with
a customer-intensive purpose are likely to be most capable of bringing the best
performance from employees. With an energising purpose employees are
willing to feed back what customers think, create innovative ways of delighting
the customer and building customer loyalty. HR leadership is about ensuring
there is clear line of sight for people in their day jobs.

It is going to be from people in organisations that most differentiation and
sustainable performance is derived. The new organisation will be a collection
of contributions that people can’t be obliged to give. What will distinguish
‘winning’ organisations from the ’losers’ is the ability to cause people to want
to work for you, to do discretionary things that can’t be decreed. HR’s job will
be to equip the organisation with the people, talent, skills and learning to make
a winning difference for it. HR leaders will need courage, vision and clarity to
lead that agenda. They are expected to be creators of value across the orga-
nisation, not just tinkering with processes to ‘add’ value.

They must lead thinking and practice on people and organisation. While HR
leaders should keep themselves up to date and ahead of the game in terms of
where they seek inspiration, they should not simply follow fashion. They
should set up a clear process for gathering evidence and build their knowledge
base around the practice of people management to determine what is needed. It
has to be an explicit, ongoing process – about how to position ourselves to be
sustainable, and get customers coming back to us; how to craft an organisation
where people feel motivated and respected. HR leaders need to know how this
evidence coincides with the optimum collective effort as an organisation and
the maximum return for the business.

HR leaders have to demonstrate from business evidence that what they do
works in practice, makes a difference and is sustainable – something which can
be replenished and built on, making people management the source of
competitive advantage. It will be a continuous process – HR will have to recraft
policies continuously. There will need to be more flexibility to accommodate
individuals – their talents and changing work patterns such as home working.
This is a big challenge, and we have to keep on re-winning this particular battle.
Would-be HR leaders will need to embrace the fields of strategy, organisational
design and development and turn their knowledge into applied expertise.

Leaders of the people dimension are business leaders first and functional
specialists second. HR leadership is best exercised by people who understand
the people dimension fully – and you can learn to do ‘people’. The HR
profession is in a strong position – it has the tools and methods to elicit willing
contribution, to be the primary driver of value as we go forward. I am confident
and optimistic that HR leaders will be able to build these sustainable futures for
their organisations and by doing so contribute to the creation of health, wealth
and happiness of society as a whole.
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