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Foreword

It is hard to imagine a more important time for the HR function to be able to make
a strategic contribution to business. Today’s volatile competitive context is driv-
ing the need for organisational change and innovation. Underlying shifts towards
more knowledge and service-intensive economies place people centre stage as the
principal source of competitive advantage and wealth creation.

Yet people are no passive source of economic activity. The ‘right’ people can be
in short supply, they require the ‘right’ kinds of management and leadership and
the right kinds of HRM practice if they are to perform at their best and to ‘engage’
with the organisation. If not, they go elsewhere. And if HR’s primary responsibil-
ity is to devise and implement strategies to secure for organisations the talent they
need to succeed, HR teams are likely to find that recruiting, motivating and retain-
ing the right people are likely to be ongoing challenges in the years ahead.

But just having the ‘right people on the bus’ as Jim Collins would say, is of little
use unless those people are able and willing to effectively deploy their talents in
the interests of the organisation, even as their organisations change. Because even
if today’s challenging context makes transparent the need for organisational agil-
ity, many organisations have cultures which are not conducive to change or high
performance. Building corporate agility and its underlying cultural capabilities
makes special demands of both HR and line managers, and requires HR practi-
tioners to develop new skills even as they deliver an organisational transformation
agenda. So, HR transformation is far from being an end in itself: it is a means to
the end of competitive success and organisational effectiveness.

In the first edition of this book, authors Martin Reddington, Mark Williamson
and Mark Withers explored and illustrated the process of HR process transforma-
tion. They argued that by improving the way operational and transactional HR was
delivered, HR professionals could free themselves up to make a more strategic
contribution. And while the authors focused on the ‘how’ of HR transformation,
they also raised the question of what a transformed HR service could deliver.

This new edition takes the logic of HR transformation to the next level. The
authors focus not only on the ‘how’ but also on the ‘what” and the ‘why’ of HR
transformation. The authors show us what a strategic contribution by HR can look
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like. Success is about ‘creating organisations that compete effectively in their cho-
sen markets, delivering value to customers, superior performance and opportunity
to employees’. But to be able to deliver that agenda, HR needs to develop its own
delivery model and capabilities. The authors argue against a ‘one size fits all’
formula for HR delivery and instead provide helpful step-by-step approaches to
guide the reader through the choices facing HR practitioners who want to trans-
form their functions to produce higher value contributions.

The authors’ combined expertise in HR transformation, based on their back-
grounds in HR, research, management and consultancy, provides a powerful plat-
form for their thinking and recommendations. And as the authors point out, unless
HR can transform itself to the next level, the function’s value becomes question-
able. At this point of inflexion for the HR function I commend the authors for this
helpful, inspirational and strategic yet practical book. Any HR practitioners aim-
ing to move their function up the value chain will benefit from the wisdom, insight
and sensible recommendations it contains.

Linda Holbeche

Director of Research and Policy

Chartered Institute of Personnel and Development
May 2009



Preface

The first edition of this book was written in response to the considerable demand by
HR practitioners for robust practical advice in changing the way HR management
is undertaken in organisations — HR transformation. Our conversations with HR
practitioners identified four substantive needs:

1. To walk through the transformational process from ‘starting out’, right through
to ‘evaluating the outcomes’;

2. To suggest ways to ensure HR transformation is joined up — that technology
and process change are fully integrated with change around HR capabilities,
culture and structure;

3. To address the critical questions which are reflected in our chapter headings;

4. To incorporate the latest research and practice on HR transformation and issues.

Although much progress has been made over the years since 2005 to transform
HR’s contribution in organisations, the needs that led us to write the first edi-
tion remain. Since 2005 there is evidence that many organisations have restruc-
tured their HR functions and have invested in better HR information systems. Yet,
as these building blocks are put in place, new issues emerge and transformation
looks less like a destination and more like a journey.

What is the same about this second edition is that we continue to draw on our
experiences and the experiences of leading HR practitioners across a wide range
of organisations in transforming HR’s contribution in organisations. The material
we present is still based on what we find has worked, underpinned by academic
argument but not stifled by it. The contents are tried and tested and have proven to
have been helpful at the cutting edge of change.

So what is different about this second edition?

1. We have greatly enhanced the content. There are new chapters on HR’s value
proposition, people and technology and benefits realisation. We have evaluated
progress in HR transformation since our first edition. We have created specific
chapters on stakeholder engagement and programme management.
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2. We have been able to introduce new research on the experience of HR trans-
formation in general as well as specific research we have been involved in
on the experience of line managers and HR transformation and the use of
Web 2.0/social media technology by HR. We have been able to reflect
4 years of new experience.

3. Our senior practitioners are drawn from a broader organisational base than
those in the first edition — reflecting an excellent cross section of sectors
and strengthening contributions from the public sector and medium-sized
private sector businesses.

4. We have structured the book to more closely reflect the change cycle.

5. A new Part 4 takes a look at the challenges the HR function will need to
address in the coming years to realise the promise of HR transformation.

6. We have tackled head-on value creation through people.

Our sincere thanks go to Linda Holbeche, Director of Research and Policy at the
Chartered Institute of Personnel and Development. Linda has been a great sponsor,
encourager and mentor to us throughout the writing of both editions. She commis-
sioned the initial masterclass on HR transformation, when Director of Research at
Roffey Park, which provided the catalyst for us to capture our experiences about HR
transformation and to articulate them more coherently. We are grateful for the subse-
quent opportunity to publish our masterclass as one of Roffey Park’s guides.

We would also like to thank our clients, without whom there would be no book.
We are particularly indebted to all of the senior practitioners who have allowed
us to interview them on their experiences of HR transformation, and who have
shared with us in such a candid way the highs and lows of their transformation
journey. We give full and proper acknowledgement to their contribution in the sec-
tion ‘Contributing Senior Practitioners’.

We would also like to thank all those who have been kind enough to review
drafts and help us make our points more clearly. In particular, we would like to
thank Hayley Salter, Sarah Long, Stalin Viswanathan and the team at Elsevier, Phil
Lewis of KPMG, Professor Graeme Martin of Glasgow University, Jerry Arnott of the
Department for Work and Pensions and Martin Moore of Sprint HR.

Finally, we would like to thank our respective families, who have been great
supporters and encouragers through two editions of this book.

Mark Withers

Mark Williamson
Martin Reddington
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Introduction

The past decade has seen an explosion of HR transformation activity. This has been
in response to organisational pressures for HR functions to deliver greater value.
Despite much progress in restructuring HR functions and implementing better
HR information systems, recent research in the United Kingdom — The Changing
HR Function, 2008 (led by Peter Reilly of the Institute of Employment Studies on
behalf of the CIPD) and the United States — Achieving Strategic Excellence, 2007
(by Edward Lawler I1I, John Boudreau and Susan Albers Mohrman) makes some
interesting observations.
The Changing HR Function shows:

That many HR functions have been striving to position themselves as strate-
gic contributors to the business. 1o achieve this some of the larger organisa-
tions have consolidated dispersed administrative activities and standardised
processes and automated where possible. But problems with managing the
fragmentation inherent in the ‘three-legged’ model and with self-service
technology have combined to limit success. Failure to devolve activities to
the line or to deploy sufficiently skilled individuals in business partner roles
presents further challenges.

Achieving Strategic Excellence concludes:

The future of the HR function in organisation is uncertain. On the one hand,
if current trends continue it could end up being largely an administrative
function that manages an information technology-based HR system and
vendors who do most of the administrative work. On the other, it could
become a driver of organisational effectiveness and business strategy. The
unanswered question at this point is whether HR organisations will rise
to the occasion.

These research findings suggest that whilst the HR function has made consider-
able progress along the road of transformation, considerable challenges remain if
it is to deliver the promise of HR transformation.



Transforming HR

One of the key themes of this book is that the advances in HR information
systems provide organisations with great opportunities to re-think the way HR
management is undertaken in organisations. Yet technology-driven change, often
supported by structure change, is often disconnected from capability and culture
changes needed to truly transform HR. Before any technology can be effectively
deployed, the fundamental approaches to people management must be trans-
formed. In most cases, this involves transforming the way HR management is
done in organisations and the repositioning of the HR function: its ways of work-
ing, as well as the ways in which the HR function interacts with the wider organi-
sation and external providers.

Why read this book?

Businesses do not have time to waste. The speed and complexity of change are
increasing and organisations need to find new ways to compete effectively. These
realities require new organisational capabilities to ensure that customer, investor
and employee expectations are understood and addressed.

As we write, the global economy is in meltdown. Credit lines are tight, con-
fidence low, job loss on the increase and the prospect of high public sector
debt hanging over us for a generation. With every threat brings an opportunity.
Arguably, there has never been a greater need, nor has there been a bigger oppor-
tunity, for those engaged in the field of people and organisational development to
shape organisational performance.

This book will help HR professionals to address how best they can drive high
performance in their organisation. Effective HR will enable organisations to
adapt quickly and build new organisational capabilities — creating organisations
that compete effectively in their chosen markets, delivering value to customers,
superior performance and opportunity to employees.

As John Philpott, Chief Economist at the CIPD, commented on the first edition:

As Reddington, Williamson and Withers demonstrate in this stimulating book,
the HR function must transform itself in order to guarantee that it provides
what organisations are looking for. The authors pull no punches about what
is at stake — unless HR is clear about the way it can add value, the threat is
that the business will turn elsewhere for that contribution and the in-house
HR function will become insignificant and impotent.... This practical guide
to transforming HR thus amounts to a kind of managerial Viagra to help perk
up the profession s resolve to face up to change.

We maintain that there is no guarantee of a place for HR professionals in future
organisations. HR management will be undertaken for sure. But whether there is
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Introduction

an HR function, as such, will depend on whether HR functions can transform suf-
ficiently to demonstrate that they are creating value through people. Our view is
that HR transformation needs to integrate technology, work processes, structure,
HR capability and cultural aspects of change to put HR functions in a position to
achieve this. We also argue that there is no ‘one size fits all’ concerning the way
HR functions should be organised — it depends on your organisation, its market
and what your organisation needs from HR. This book is not about following the
herd, but in giving you the tools to apply your intelligence.

So why should you invest a few hours in reading this book? We offer you five
other good reasons:

1. It is a ‘how to’ book. We do not claim to have a magic wand. But we offer
approaches that we have seen work and that will help you to make decisions
that are right for your business. In essence, we will give you the tools for you
to work out what kind of HR contribution your organisation needs.

2. It will help you accelerate transformation. We present the content of this book
because we are assured of its effective application across a wide variety of
organisations.

3. It builds your HR toolkit. The approaches we present in this book to help
you transform HR can also be deployed by HR professionals to change their
businesses.

4. It is current. We have incorporated the latest research on HR transformation
and new technologies such as Web 2.0/social networking, as well as up-to-date
case studies.

5. It presents a range of organisational experiences. We include practition-
er perspectives from a number of leading HR professionals who are on the
transformation journey and are able to ‘tell it as it is’.

The book is in four parts:
m Part I addresses the context for transforming HR.

Chapter 1: A Transformational Mindset presents the key change management
tools that underpin the HR transformation journey. These tools and frameworks
are practical and form an important backdrop to the remaining content. It is rec-
ommended that you take time to familiarise yourself with this material.

Chapter 2: How Are We Doing? reviews the key challenges identified for suc-
cessful HR transformation set out in the final chapter of our first edition and
examines what has actually happened since 2005.

Chapter 3: What Is HR's Value Proposition? is a new chapter and addresses
how HR functions help organisations to create value through people.
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m Part 2 focuses on the case for change.

Chapter 4: People and Technology is a new chapter and reflects largely on
recent CIPD research and practitioner experience on the actual and potential use
of Web 2.0 and social media technology by HR functions.

Chapter 5: Envisioning the New World of HR sets out a process and practical
tools that will help you to get stakeholder agreement on how HR is currently being
delivered in your business and the future HR delivery model you want to create.
This is a critical phase of the transformation journey and frames how HR will
deliver value in the future. The chapter presents envisioning tools that are helpful
irrespective of whether you are just starting out or are already on a transformation
journey and want to re-energise for the next phase.

Chapter 6: The Business Rationale naturally follows envisioning and explores
the key considerations in developing the business case for HR transformation
and, in particular, the case for capital investment in HR information systems. In
addition to defining benefits and costs (the so-called ‘hard’ elements of the case),
the approaches to building business commitment are also explored (the so-called
‘softer’ elements of the case). Taken together, these hard and soft elements build
commitment and credibility and establish the foundations for transformation.

Chapter 7: Stakeholder Engagement and Communication provides practical
tools that enable you to understand who your key stakeholders are and their likely
reactions to your HR transformation proposals. We also present ways to move
stakeholder opinion away from resistance to commitment.

B Part 3 deals with planning and implementation.

Chapter 8: Service Delivery Approaches reviews different approaches to HR
organisation and some of the organisational interface issues that are being expe-
rienced. The chapter also addresses outsourcing and provides guidance to help
organisations navigate through outsourcing decisions.

Chapter 9: Programme Management considers how programme management
approaches can be used to engage purposefully with stakeholders through ongo-
ing communication and the use of governance structures. We also explore issues
and risks around technology-led HR transformation.

Chapter 10: Implementation: Capability and Culture focuses on the roles
and capabilities in the newly transformed HR function. In particular, we explore
the capabilities needed in shared services and strategic partner (generalist and
specialist) roles and the ways to build these capabilities. We also consider the
impact of HR transformation on the role of line manager.
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Chapter 11: Implementation: Process and Technology sets out the main
considerations in delivering the process and technology aspects of HR trans-
formation, including the impact of HR information systems on employees and
managers.

Chapter 12: Benefits Realisation 1ooks at ways to track delivery of the business
benefits of HR transformation, building on the content of Chapter 6.

W Part 4 looks to the future and realising the promise of HR transformation.

Chapter 13: The Business of HR considers the current economic situation and
identifies six themes that HR functions will need to address over the coming years
to support the creation of high-performing organisations.

The content of this book is aimed at organisations that may be at different
stages of the HR transformation journey. Why not check for yourself? If you can
relate to any of the statements below, then we confidently predict that this book is
going to be of value to you and your organisation:

m We are considering how the HR function can add greater value to our
organisation.

m We know we need to transform HR but have not yet developed a clear vision
and/or business case.

m We have different stakeholder views about the contribution we expect from
HR and need to create a single vision.

m We have not really thought about the impact of technology on the way HR is

delivered in the organisation.

We need to think about the benefits of outsourcing parts of HR.

We have not really defined the benefits of HR transformation.

We need to have an effective way of delivering HR transformation.

We are unclear about the capabilities HR professionals need to enhance their

contribution.

We are in the process of transforming HR, but are stuck.

B We have recently restructured the HR function, but believe that there are still
improvements that can be made.

m We believe we have delivered a significant amount of HR transformation
and are beginning to consider what is next.

m We are on the verge of extinction and need help.

This book will help you to define and deliver the benefits of a transformed HR
function, whether you have started along this road already or not.






Part 1

Context

Part 1 addresses the context for HR transformation.

Chapter 1: A Transformational Mindset presents the key change management
tools that underpin the HR transformation journey. These tools and frameworks
are practical and form an important backdrop to the remaining content. It is rec-
ommended that you take time to familiarise yourself with this material.

Chapter 2: How Are We Doing reviews the key challenges identified for
successful HR transformation set out in the final chapter of our first edition and
examines what has actually happened since 2005.

Chapter 3: What Is HR’s Value Proposition examines current thinking address-
ing how HR functions help organisations to create value through people.
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A Transformational Mindset

We cannot talk about transforming HR unless we adopt a transformational mind-
set. This transformational mindset underpins any business transformation and has
four significant characteristics:

1.

Transformation must be relevant to your organisation. We may draw lessons
from other organisations, but there is no one size fits all and no best practice.
We will stress the importance of contingent thinking and leading (rather than
best) practice.

Transformation must bring about significant change in the whole organisa-
tional system and therefore a systems mindset is needed.

. Systemic change can only be achieved through active involvement and

co-creation of solutions with key stakeholders and therefore a process consult-
ing mindset is needed.

. The organisational benefits of transformation will best be realised if change

is managed in a structured way with clear governance and benefits tracking,
which requires a project management mindset.

This chapter explores the characteristics of a transformational mindset and sets
out our definition of the scope of HR and its relationship with organisational
development (OD). We recommend that you take time to read this chapter as the
key concepts are referenced throughout the book.

Key themes

m Effective business change benefits from the application of tried and tested OD

tools and approaches.
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m HR professionals often fail to influence effectively because they are unfamiliar
with OD tools and approaches.

m To be more effective in shaping transformational change HR professionals
need to focus on the development of a ‘systems mindset’, ‘process consulting
mindset’ and ‘project mindset’.

m Systems thinking places HR transformation within the context of the wider
organisational (and extra-organisational) system and challenges us to integrate
the different facets of HR transformation.

m Process consulting is about being client-centred and focuses on the steps needed
to effect change in ways that bring key stakeholders with you step by step. It
also ensures that at each stage of the transformation journey there is learning
and engagement with what is really happening in the organisation.

m A project mindset uses programme and project management principles to
ensure HR transformation is delivered in a coherent and timely way.

This book is not a theoretical text. It is intended to be practical: a book that HR
practitioners will actually find useful.

However, for this to happen, we want to start by making a case for theory. We
know that HR folk are essentially ‘pragmatists’ and ‘doers’. They want to know
about what works, and what they can use.

We agree with this bias for action, but only up to a point. We believe that to be
an effective doer — to make interventions that work — you need to know why things
done this way or that way work better. That is where theory comes in. Theory
helps to explain why things happen. Good theory is the product of observable and
generalised patterns. It is the product of shared knowledge and shared experience.
Without theory, HR practices and interventions are little more than isolated acts.
It is our contention that one of the reasons that HR has not been as influential in
businesses as it should have been is the result of a real and lasting lack of engage-
ment with our theoretical base.

Itis not as if the theoretical base does not exist. HR professionals can draw from
a strong theoretical hinterland: psychology, sociology, economics, business man-
agement, political science, law, statistics and so on. Each of these areas enables us
to observe and analyse the role of people in organisations from different perspec-
tives and make powerful contributions to complex business issues.

In this chapter, we will present a small number of theoretical models, frame-
works and tools that will bring about more effective change and transformation.
The remainder of the book focuses strongly on practical application. Having made
a case for theory, this book does not attempt to give an exhaustive overview of

10
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prevailing theoretical models, but rather dwells on a few of the practices that have
worked for us in supporting business change. We point you to other useful sources
on change management tools and techniques in the ‘Further Reading’ section.

The change management approaches referenced in this chapter have been cho-
sen because:

m They are actually helpful — enabling us to shape HR transformation in a way
that accelerates the pace of change, maximises buy-in and delivers anticipated
benefits.

m They are tried and tested — enabling us not only to learn from other organisations
but to deploy these models and frameworks in a way that gives structure and
focus to workshops and other interventions.

m They form part of the HR professional’s tool kit — enabling HR professionals to
take into their organisations a theoretical body of knowledge that will support
their clients in bringing about effective organisational change.

HR and OD

What does the term “organisational development’, or OD, mean for you?

Although OD is a concept that has been around for more than 50 years it is a term
that may mean nothing to you. Alternatively, it is currently used in many different
ways — sometimes in its traditional sense, sometimes re-sprayed as OE (organisa-
tional effectiveness) or similar, and often used interchangeably with organisational
design or talent management/leadership development — which can cause great confu-
sion. As there is confusion (and even ignorance) amongst the HR profession concern-
ing what is meant by OD, even basic OD principles and practices that could make a
difference to organisational performance are not being deployed to best effect.

A CIPD briefing on OD (October 2007) sets out the history and typology of
OD and an excellent article authored by Linda Holbeche and Mee-Yan Cheung-
Judge in the CIPD’s IMPACT publication (issue 26) explains the importance of
OD in sustaining high-performing organisations. We suggest you look up both
these sources online. In this book, we use the term ‘OD’ in a very specific way. For
us, OD is about the effective management of change — intervening in the organi-
sational system in ways that will help it to adapt and thrive in response to changes
in the external environment.

For HR there are some profound implications. Clearly, senior line management
have a key role in executing business change, including the people and organisa-
tional aspects of change. However, if we accept that HR has a strong theoretical base
in the domains of people and organisational capability, then HR professionals must
bring a strong functional/professional contribution to the area of business change.
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This means not only operating within the traditional HR skill areas — manag-
ing headcount reductions, appointing to new structures, skilling people to per-
form new roles, managing employee relations, etc. — but also being able to deploy
broader OD skills with clients. What this means in practice is being able to:

understand your business and shape the business change agenda in the first place;
consider the specific circumstances faced by the organisation in order to develop
relevant solutions (not blindly copy ‘best’ practices applied elsewhere);
construct and work through a change process;

facilitate workshops;

involve and engage people;

help members of the organisation innovate and solve their problems;

deploy change management tools and techniques throughout;

support individuals as they adjust psychologically to change;

work on organisational design;

design and deliver learning and development interventions;

improve the people management capability of line managers;

analyse and improve the overall health of the organisation.

OD is about making change happen effectively and if we are to have any illusions
about making a strategic contribution in our organisations, we must be at the heart
of shaping and delivering business change.

This book is about HR seizing the opportunities it now has and, enabled by
technology, using OD to execute its own transformation. In Chapter 10, we dis-
cuss in more detail the role of the HR professional in a transformed function and
the capabilities they need to acquire. At the heart of this transformed role is the
contribution HR professionals must make to the creation and sustainability of
healthy, high-performing organisations.

About a transformational mindset

Transformation suggests change that is intended to bring about a distinguish-
ably different outcome from the current situation. It is more than tinkering with
the current operating model — changing job titles, restructuring or implement-
ing a new HRIS. It is broader in scope and more ambitious in outcomes. To be
transformational means adopting a mindset with three distinct characteristics:

m Systems mindset. All organisations are ‘open systems’. They are systems in
that they function through the interaction of different parts: change in one
part of the organisational system will have an impact on other parts. So, for
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instance, we cannot deliver technology change without also addressing work
processes, structure, people and culture. We discuss these parts in more detail
in the ‘System mindset’ section. Organisations are ‘open systems’ in that they
can influence and be influenced by the external environment.

m Process consulting mindset. Change is not linear and involves working through
a set of dilemmas. An example of a dilemma might be where responsibilities lie
for people management between line managers and HR professionals. To make
change stick we need to work with our internal clients — step by step — so that
we continually confront reality, understand emerging information and define
ways forward that our clients will own. This does not mean abandoning our
expertise, but it does mean that we need to deploy our expertise in a way that
enables our clients to own solutions. We explore the process consulting mindset
in more detail in the *Process consulting mindset’ section.

m Project mindset. Using the principles and approaches of project management
will enable you to organise and shape change more effectively. In this way, activ-
ity and effort are focused on the work that will add most value, work-streams
are better integrated, benefits are tracked and proper governance is put in place.
We discuss the project mindset in the ‘Project mindset’ section and explore the
practical issues around programme management in Chapter 9.

A number of key models and frameworks that shape a transformational mindset are
presented below. These are not only helpful in securing the effective transformation of
the HR function but critical to HR’s transformed role of strategic partner.

As Figure 1.1 illustrates, at the heart of a transformational mindset sits cont-
ingent thinking. Contingent thinking is about finding solutions that are relevant
to each organisation’s situation — we take account of the particular circumstances

Three Mindsets

Systems
Mindset

Contingent
Thinking

Process
Consulting
Mindset

Project
Mindset

Figure 1.1 A transformational mindset.
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and context within which we are working. Contingent thinking moves us away
from attempts to adopt “best’ practices used in other organisations, without first
adapting them to our situation. Of course we must learn from other organisations.
But, we must work out for ourselves the solutions that will best serve our organi-
sation and which will help us sustain competitive advantage.

System mindset

Human beings are natural systems developers. We do not just mean information
systems, but systems in the broadest sense — families, nations and organisations.
In an organisational context, a systems mindset is about working within the whole
organisational system. This is not easy, but transformational change requires inte-
gration and coordination of change-related activity across all levers within the
system — technology, work processes, structure, people and culture — if it is
to be effective. In this section, we present three models that have helped us to
approach transformational change from a systems mindset. These models are:

m Organisational levers
m Change cycle
m Change equation

Organisational levers

The organisational levers model is shown in Figure 1.2.
The expression ‘levers’ is used to represent the different parts in an organi-
sational system. A systems approach seeks to respond to external influences

External Environment

Technology Work Processes

Organisational
levers

Structure People/Culture

Performance

Figure 1.2 Organisational levers.
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on the organisation and to integrate change across each of the organisational
levers. Change in one lever will impact each other lever one way or another.
Let us explore the model further. The main elements of the model are the
following:

External environment: In the context of HR transformation, the external
environment can be seen in two ways:

First, as the broader socio-economic and political environment within which
the organisation as a whole operates. This external environment includes forces
for change that come from government, regulation, societal changes, legislative
change, competition, customer requirements, shareholder expectations, techno-
logical changes, products and service provision, etc. These are the forces we need
to understand and interpret in order to develop strategy.

Second, in the case of HR transformation, the external environment can be the
above plus those other business functions “external” to the HR function. So, in this
instance, customers will be primarily internal clients; services will be the things
that the HR function actually delivers to internal clients; technological changes
could be the IS strategy, etc.

Taking a multi-layered approach to the external environment is important. As
we will explore in Chapter 7, there is a major stakeholder engagement piece that
is often overlooked when transforming HR. This then results in confused and dis-
satisfied internal business colleagues who feel HR transformation is being done
to them rather than with them. In making the business case for change, it is also
critical that we not only factor in external drivers but are clear about the internal
benefits and impacts on business colleagues.

Internal organisational levers: In this framework there are four internal organi-
sational levers. You might have come across other similar models that may use
different terminology. It really does not matter what terminology is used or how
many organisational levers are defined. The important point is the principle that
the organisation is a system comprised of different parts that interact. For the pur-
pose of this book, we will use the following internal organisational levers:

m Structure — which includes consideration of areas such as reporting structure
(formal and virtual), job and work group design, role expectations/measures,
facilities/offices and organisational integrating mechanisms (those things that
help people to work together more effectively).

m Technology — the technological infrastructure of the organisation.

m \Work processes — the key work processes, reflecting both the services that are
delivered and the channels through which they are delivered.

m People and culture — the skills and knowledge, core capabilities, values, style
and behaviours along with people policies and practices.
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Performance: Performance is the final lever. Although changes in performance
are often driven by the external environment (e.g., shareholder expectations or the
realisation that new benchmarks have been set), it is important to recognise perfor-
mance as a separate driver for change, not least because it has such a high focus in
organisational life. We need to know whether we are achieving key performance
indicators, being cost efficient, delivering value for money, achieving return on
investment, delivering to customer expectations, being competitive against exter-
nal benchmarks, setting and delivering to agreed service levels. Also, decisions
around capital investment should be linked to anticipated benefits. Therefore, in
making the case for investment in technology we need to be clear about the perfor-
mance gains which we expect to bring to the organisation.

Strategy is also part of the organisational levers model. Strategy is about direc-
tion setting and is the product of considering what we need to do inside the organi-
sation in response to actual or anticipated change in the external environment. As
such it provides our context for change.

Change may be initiated in any of these organisational levers, and a systems
mindset will recognise that there will be an impact on the other levers.

Okay, so that is the theory. But how do we apply this model in practice? Let us
take the example of technology-driven change in HR: moving transactional and
operational HR activities to an Web-based HR. As we consider the above model,
we may easily make the link between technology and work processes, as many
HR processes will become embedded in the new Web-based HR. But do the other
organisational levers come into play?

The external environment: There may be a number of changes in the external
environment that are influencing the use of technology in HR, for example: new
Web-based software solutions; younger people expecting Web-based interaction
with their employers/prospective employers; more affordable technology; conver-
gence of technology and telecommunications; organisations that are adopting Web-
based HR setting new benchmarks; new outsourcing/off-shoring possibilities being
offered by suppliers, etc. There may also be drivers for change inside the organisa-
tion but external to HR, such as higher client expectations about the services that
HR will provide; the desire of managers to have information about their people on
demand; and so on.

Whatever the external drivers, this model will help you capture these and think
through their impact on the HR delivery model. But in this example, how might
the other organisational levers be affected?

Structure may be impacted in a number of ways through technology-led HR
transformation. The types of roles needed in HR may change along with the num-
ber of people involved in transactional work/handling enquiries. Transactional and
enquiry work may be outsourced (resulting in a different organisational sourcing
model) or brought into a shared service centre (perhaps even outside the direct
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reporting lines of the HR function or in multiple geographies). What remains
inside the HR function may be a different type of professional role. The need
to integrate the work of HR management may increase as HR delivery channels
become broader and outside the HR function’s direct reporting lines. What line
managers and employees are expected to do in terms of information management,
may change.

When organisational structures change, work processes will also change. This
means that organisational boundaries (whether between different roles or between
different teams or groups) must be addressed in order to ensure that work is prop-
erly integrated. This means considering aspects of organisation that integrate work
activity, such as communication processes, cross-organisational teams/committees
and other forms of reporting and governance.

Performance requirements from HR are certain to be affected as a result of
technological change. There may be fresh challenges around HR costs or ratios,
expectations around service levels, delivery of a different kind of professional HR
agenda. The way performance is monitored may also change, with clearer metrics
and more transparent data.

As a consequence of the above, people and culture are impacted. New roles
require new capabilities. Line managers will need to learn new skills. The relation-
ship between HR professionals and the line managers needs to be recast. A new
HR culture needs to emerge and expectations around HR’s contribution re-set.

Hopefully, this illustration brings the organisational levers model to life and shows
how change in one organisational lever impacts the others. What this model also
illustrates is that if change initiatives are kept narrow in focus and not joined up, then
the risk of conflict and dissonance between competing changes becomes very high.

In this book, we will show how this model has been used practically to support
the HR transformation process: to undertake a gap analysis, to support the envi-
sioning of the new HR, to shape the transformation programme and work streams
and to monitor/mark progress.

Change cycle

The change cycle model is shown in Figure 1.3. The change cycle recognises that
intentional change is a cyclical process. Like any model, it simplifies in order to
draw out general principles. The change cycle shows that any change tends to go
through four main stages:

m making a compelling case for change,
m planning the change,

m implementing the change,

m reviewing and sustaining the change.
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The Change Cycle

Secure & Sustain Build the
Stakeholder Case for
Commitment Change

Review and Realise
Sustain the Benefits
Change
Implement &
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Stakeholder Ch
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Stakeholder
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Plan the
Change

Secure & Sustain
Stakeholder
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Figure 1.3 Change cycle.

Throughout the process there is a need to secure and sustain commitment to the

change so that benefits are realised.

change tools that support that phase of work.

In reality, change is not quite as logical and symmetrical as the model sug-
gests. There are often overlaps between the stages and there is a need to rework
the content of earlier stages. The next level of detail (Figure 1.4) shows the main
activities that are undertaken in each of the four phases and the most important

Change Management
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Definition of “To Be”
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Change impact
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Business case
Benefits tracking

Organisational and
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Business Readiness | Capability build
Change plan Risk management
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Implementation
review
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tracking
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Stakeholder analysis; Communication planning; Ongoing stakeholder engagement

and feedback; Implementation of communication plan

Figure 1.4 Change cycle — key activities and tools.
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In applying this model, we have found that each phase represents a ‘gateway’ that, if
properly signed off, will enable you to proceed with a high degree of confidence to the
next phase of work. If key stakeholders are not committed, or if circumstances change,
the chances are that you will need to remake the case for change at some point fur-
ther down the change process. However painful it might be and however slow it might
appear to be, there is little to be gained in trying to shortcut these phases.

Case study — Global telecommunications business

During one of the HR transformation projects we have supported, a great deal of
effort was invested in making a compelling business case for change in HR to
the various stakeholder groups. However, due to significant deterioration in the
external business environment, what was thought to have been a clear mandate
to proceed to the next phase proved not to be the case. The HR transformation
team had to remake the case for change on a number of subsequent occasions

to prove that the benefits justified the investment and for new stakeholders to
satisfy themselves that there was a clear business case for change.

Change equation model

This change tool is extremely helpful in ensuring that both the rational and emo-
tional aspects of change have been properly considered. Developed by Beckhard
and Harris (1987), the change equation has been repackaged in a number of dif-
ferent ways over the years, and you may well have come across one of its various
incarnations. This is version in Figure 1.5 we most favour.

The Change Equation

ﬁ (a.b.d.e) > x

Adapted from R Beckhard and R Harris: Organisational Transitions (1987)

Figure 1.5 The change equation new.

The change equation proposes that change is most likely to be successful when
four conditions exist:

a. dissatisfaction with the way things are;

a shared vision of how things should be in the future;

d. agreement and clarity around the appropriate next steps (note not the whole
journey) to take to get from where you are now to where you want to be;

e. sufficient will among key stakeholders to make the change happen.

=3
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These conditions need to outweigh the perceived costs of change (x) money, time,
resources, emotional, political, etc.

This is an extremely versatile model, which can be used to support a wide range
of interventions: at the early stages of change when there is a need to test com-
mitment; as a means of reviewing progress; as an aid to shape stakeholder com-
munication; as a way to get people talking about change and as a framework for
workshop design.

Case study — Large voluntary sector organisation

Key stakeholders were asked individually to rate out of 10, each of the dimen-
sions in the equation. So if someone thought there were high levels of dissat-
isfaction with the way things are they gave a high rating. If they thought there
was not a shared vision of how things should be, they gave a low rating and
S0 on. At this stage, no consensus in ratings was sought. After each individual
rating was logged, the group explored the spread in different scores so that a
truer sense of what was happening in the organisation emerged. As a result
we were able to identify those areas where further interventions needed to be
made: in this instance, there was a need to be clearer about the next practical
steps that needed to be taken.

If you only use these three models to develop your transformation effort, we
can safely say that their application will significantly increase the probability of
your integrating change and delivering target outcomes. Throughout this book we
will refer to these models and give further illustrations of their use in practice to
help you make better interventions.

Process consulting mindset

Before describing in more detail what a process consulting mindset is, it is per-
haps fitting to start with a statement of what it is not. The word ‘process’ has
been popularised in management literature in the past decade, and has become
mainly associated with business process re-engineering/work process redesign.
Re-engineering of HR processes is certainly going to feature as one of the HR
transformation work streams. But this is not what we mean by ‘process consult-
ing’ or the development of a ‘process consulting mindset’.

‘Process consulting’ is a term first coined by Edgar Schein (see the sections
on ‘References’ and ‘Further reading’ to learn more) and is about the way we
bring about change. A process is a sequence of steps that leads to an outcome.
Process consulting is about working with clients step by step through a change
process. This involves taking account of new realities/information at each step and
adjusting tactics accordingly.
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The change tools/frameworks mentioned in the *System mindset’ section can
help to shape this process. For example, the change equation is a good tool to use
with stakeholders to develop a shared view of ‘where we are now’ and to iden-
tify the next practical steps that will best ensure progress. This means that those
involved in the work of HR transformation (both internal and external consul-
tants) must engage purposefully with their critical stakeholders. HR transforma-
tion is a collaborative effort, and when there are questions, concerns or resistance
these must be properly dealt with rather than swept under the carpet. There is no
place for those involved in leading work streams doing change to people.

Looking specifically at HR transformation, the relationship that the HR trans-
formation programme team must establish with its internal clients should have the
following goals in mind:

m engage in actions (with individuals or groups) that are most likely to promote
successful change;

m establish a collaborative relationship;

m work to solve problems in a way that they stay solved;

m ensure that attention is given to both technical and relationship issues;

m develop internal client commitment;

m think constantly about how you can best deliver value.

To achieve this, it is necessary to work with clients through a change process. The
HR transformation programme team brings tools, models, frameworks, and tech-
nical know-how to the table. But the ownership must remain with the clients.

How is this achieved?

First, by bringing our knowledge and expertise to the table in ways that enable our
clients to make decisions, rather than presenting them with a fait accompli.

Second, by not remaining bound by the original plan. Regardless of how much
time we may have invested in agreeing on the future vision for HR and develop-
ing an implementation plan with our key client stakeholders, the reality of change
is that the unexpected happens and we need to make adjustments to reflect what-
ever new reality we now face. Change is not achieved through a business version
equivalent of ‘painting by numbers’.

Third, by focusing on the next practical step within the context of the overall
programme goals (building on the change equation, ‘in the light of what we now
know, what is our most purposeful next step to get us from where we are now to
where we want to be?’).

A process consulting mindset also accepts that resistance to change is natu-
ral and seeks to surface it and work with it, even if embracing resistance appears
to slow down the programme. A process consulting mindset also recognises that
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there will be multiple interests and that it is necessary to invest in building a
strong coalition (but not absolute consensus) around a change vision.

Features of the process consulting mindset that we will refer to in this book, and
which help us to achieve the above, include the following tools:

m The use of a straw man to engage people in decision-making. This means mak-
ing a proposal that is robust enough to stand with credibility, but not so robust
that it cannot be tested and potentially pulled apart and reconstructed. One of the
main benefits of using a straw man is to surface opinion and issues so that areas
of agreement are identified and disagreements resolved. We have found that the
use of the straw man is a very effective way to accelerate decision-making.

m The use of workshops to engage people in key discussions and decisions. Often
preceded by one-to-one meetings, workshops nevertheless have great value
(and are time efficient if well structured) in bringing key stakeholders together
to work through issues and make decisions. (Although a convenient way of
getting time in diaries, one-to-one meetings alone will not lead to purposeful
dialogue and collaborative working.)

m Adopting a facilitation role with key stakeholders: working with groups; being
able to present information in ways that will engage key stakeholders; surface
issues/resistance and areas of agreement; and mobilise to take the next step.

Let us look at an example of a process consulting approach in practice. There are
often very different stakeholder perspectives on what HR transformation means.
Even within the HR function, there can be considerable distance between people
on how technology will be used; the contribution HR professionals should make;
which HR activities should be in-house or outsourced; how to develop new skills
and capabilities in HR professionals, etc. The approaches we will describe in this
book show that investing in a process that engages people in conversations about
critical questions about HR transformation early on (and throughout) is fruitful,
productive and necessary. So a process consulting approach recognises a situa-
tion of multiple perspectives and co-creates a process with stakeholders to work
through these perspectives. This approach builds checks and balances into the way
change is implemented, allowing those leading the transformation to accelerate or
slow down in ways that ensure stakeholders remain committed.

Project mindset

HR transformation must be run as a programme (i.e., a collection of projects)
if it is to be in any way effective. This is not an area of strength for many HR
functions but the structure and disciplines of programme management will
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enable the complexities of HR transformation to be managed within a proper
governance structure. We deal with the specifics about programme management
in Chapter 9.

Why the focus on developing a project mindset?

If an organisation is serious about HR transformation, it will form a HR transfor-
mation programme team. Within this team there will need to be some people with
high levels of project management/programme management skills and the team
as a whole will need to adopt programme management practices. We hope that we
do not need to try too hard to make this particular case.

However, the point about the development of a project management mindset
is that it needs to extend beyond those people responsible for effecting change in
HR. It needs to be embedded as a way of working and thinking across the whole
HR function, not least because of the need for strong input from users throughout
the transformation process.

Additionally, we have already made it clear that the tools and models we use to
support HR transformation are not just right for HR transformation, but are also
right for the way HR professionals will need to work with their clients in the trans-
formed HR function; we are role-modelling practices that the HR function needs
to embed as working practices. As a generalisation, we have found that the HR
community is not particularly strong in the area of project management.

So, although there is no ambition to turn HR professionals into certified
PRINCE 2 programme managers, there is an ambition to develop a way of think-
ing akin to external consultants, who package work using the principles of project
management. We will explore this theme in more detail in Chapter 10 when we
discuss capabilities for HR professionals.

Figure 1.6 presents a very simple framework which we have used to help HR
professionals focus on the key principles of project management without over-
whelming them with procedures, paperwork and plans.

When we present this framework to clients, there is typically quick intellectual buy-in:
it is not difficult to understand! However, the challenge is to actually use the framework
so that there is a clear focus on deliverables and what it will take to achieve these.

Within HR functions, we have often met with some initial resistance to a project
approach. There is an argument that you cannot do the “day job’ using project man-
agement principles, as the work of an HR professional is unpredictable and reac-
tive. There is an element of truth in this, and it is not our belief that all HR work can
be managed this way. However, we know that a high percentage of HR work can be
managed more effectively through the development of a project mindset (just think
about recruitment, L&D, case management, reward cycles, talent management
processes, communication cycles, etc.).
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Figure 1.6 A project management mindset — key questions.

Our observation of the HR community is that some of the reasons why this way
of working is often resisted are due to:

m reluctance to be pinned down about deliverables;

m inability to articulate concrete business benefits;

m unwillingness to identify and be held to deadlines (projects have to fit around
the day job);

m lack of process consulting skills;

m unwillingness to share resources across HR’ organisational silos.

These are generalisations, and we are not saying that this list in its entirety is true
of all HR organisations we have worked with. Nor are we saying that all points
will be true of your organisation. However, as you reflect on this list, you may
find that some of the points resonate with you. As a slightly provocative parting
shot on this point, you may want to consider how you would respond if an external
consultant made a proposal to you that lacked any project management element —
no clear deliverables, no timeline, no milestones, no resource estimates, no proj-
ect scope, no budget, no sign off/change control, etc. You may also want to think
about the impression HR makes with internal clients when there is an absence of
these elements in proposed work.
The important points that we hope you take away are that:

1. developing a project mindset is a key to effective delivery of HR transforma-
tion and the ongoing work of HR;

2. developing a project mindset will not come easily for most HR communities
because people are not used to working this way.
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In this chapter, we have discussed the importance of OD in a transformed HR
function and how this OD role is expressed through the development of a transfor-
mational mindset which embraces a system, process consulting and project mind-
sets. We have also presented a small number of key models and frameworks that
underpin our approaches to HR transformation. It is important for HR profession-
als to engage with these models and frameworks, as they are relevant to all types
of business change and not just to HR transformation.
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HR Transformation— How Are
We Doing?

In the first edition of this book, we presented our thoughts on the future direction of
HR and addressed what HR leaders should be considering post-transformation.
In doing so, our intention was to identify trends and pose questions which we
hoped would guide you to your own conclusions and actions. In this chapter,
we review these earlier themes in order to identify how far HR has travelled on
its transformation journey.

Key themes

B Recent research presents a fixed view on the progress of HR transformation.

m HR’s proximity to, and interaction with, other business functions is a key
indicator of the success of transformation. The ubiquitous ‘seat at the table’;
HR as change leaders; what HR generalists and specialists actually do and the
reputation of HR within the organisation are all relevant indicators of progress.

B The seven issues we identified and key questions we posed in our earlier edition
remain valid.

It is over a decade since Dave Ulrich wrote Human Resource Champions. During
this period much has been written and spoken about the need for HR to trans-
form. The first edition of this book sought to address a gap, which was not why or
whether HR should transform but how. It is therefore appropriate that in opening
a second edition of this book we review recent research on HR transformation and
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revisit the seven issues we set out at the end of our first edition to test whether
they remain valid.

Recent research findings

In the introduction we pointed to recent research studies in the UK — The Changing
HR Function (led by Peter Reilly of the Institute of Employment Studies on behalf
of the CIPD) and USA — Achieving Strategic Excellence (led by Edward Lawler
111, John Boudreau and Susan Albers Mohrman). We will explore these compre-
hensive studies in more detail along with research from KPMG, the Economist
Intelligence Unit/Deloitte, McKinsey, and another research report from the
Institute of Employment Studies.

So, what does the research tell us about the extent of HR transformation?

Achieving Strategic Excellence is the fourth report in a longitudinal study of
HR transformation and offers significant insights into the perceptions and reali-
ties of HR transformation. Looking at the percentage of time spent on various
HR roles, the research found that ‘there has been little change in the last nine
years in terms of how HR executives report the HR function spends its time when
they report current activities ... and raises serious questions about the validity of
the reports by our respondents about how things were five to seven years ago’.
A summary of the research findings is shown in Figure 2.1.

Lawler et al. observe that the results can be explained as follows:

m HR executives have a better idea of what they do currently than what they did
5-7 years ago — and therefore the ‘current’ assessment of time spent may be the
more accurate reflection;

m HR executives overstate the amount of change that has been made as they want to
see themselves more as a strategic partner now than in the past.

A conclusion made by Lawler et al. irrespective of the actual split in time spent
is that ‘although the world of business has changed a lot since 1995, how HR
spends its time has not. HR continues to believe it has changed, even though it
has not!’

Achieving Strategic Excellence also examined HR’s role in business strat-
egy and found that managers not in the HR function report lower levels of
strategic involvement on the part of the HR function than are reported by their
counterparts in HR. In the most recent study, 40% of HR executives reported
that they are fully involved in developing and implementing business strat-
egy compared with 21% of managers who saw HR playing this full role. The
report concludes that ‘overall, it seems that managers simply do not see HR as

28



HR Transformation — How Are We Doing?

1995 1998 2001 2004

ROLE 5-7 Now | 57 Now | 57 Now | 57 Now

years years years years

ago ago ago ago
Maintaining Records 229 | 154 | 256 | 161 | 26.8 | 149 | 259 | 132
Collect, track and maintain data on employees
Auditing/Controlling 195 | 122 |164 | 11.2 | 171 | 114 | 148 | 133
Ensure compliance to internal operations,
regulations and legal and union requirements
Human Resource Services Provider 343 | 31.3 [ 364 | 350 | 331 [31.3 | 364 | 320
Assist with implementation and administration of
HR practices
Development of Human Resources 143 [186 | 142 | 192 | 139 | 19.3 | 126 | 18.1
Systems and Practices
Develop new HR systems and practices
Strategic Business Partner 10.3 219 (94 20.3 9.1 23.2 9.6 235
As a member of the management team, involved
with strategic HR planning, organisational design
and strategic change.

Figure 2.1 Percentage of time spent on various HR roles (from Achieving Strategic
Excellence).

involved in business strategy as do HR executives, even when it comes to such
specifics as recruiting and developing talent’.

This finding is backed up in the Economic Intelligence Unit/Deloitte study —
Aligned at the Top. They note that ‘HR leaders and senior business executives agree
that people issues are strategic to their companies’ — more than 85%. However, the
survey showed a clear gap between business needs and HR’s perceived focus and
capabilities: ‘when senior business executives talk about HR they focus on admin-
istrative activities such as rewards and benefits, performance evaluation and HR
operating efficiency. When those same executives talk about people issues, they
focus on talent management, workforce productivity and leadership development
and, in many cases, the HR function isn’t even mentioned’. The report goes on to
state that ‘the strategic people agenda is not being addressed by HR, presenting a
common challenge to HR leaders and senior business executives alike’.

The same report found that:

m 60% of senior business executives consider people issues ‘very significant’ or
‘highly significant’ to strategic decision making now — and this figure rises to
90% when looking at the next 5 years.

® 4% of senior business executives describe their company as world class in people
management and HR, with 46% stating their people capabilities as adequate. This
means a half thought their people management is less than adequate.
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m Two-thirds of senior business executives reported that they rarely or never consult
their senior HR team on mergers and acquisitions.

The ability of HR executives to contribute strategically is also highlighted in
a KPMG paper — HR: Architect or Artisan? (2008) and a McKinsey study — 4
Dearth of HR Talent (2005). The KPMG paper quotes the CEO of a major high
street retailer as follows: ‘When the marketing director comes to the executive
board data is presented on our consumers and we are given enormous insight
about their buying habits, their aspirations, their concerns and their hopes. We
have clear demographic data and we can predict with real accuracy how patterns
will evolve. But when HR presents information about our employees it is less pre-
cise, less concise, less insightful and less predictive’.

The McKinsey study reports that ‘European companies appear to be struggling
to find human resources professionals with the right mix of skills to support busi-
ness unit managers ... 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’. The report con-
cludes that ‘to deliver what the business needs, HR must put its own house in
order, starting with the skills and capabilities of its staff’.

The Changing HR Function reports that ‘the primary driver for structural trans-
formation is the desire for the HR function to be a more strategic contributor’.
This driver was above the need to improve service, increase business focus or even
to reduce costs. Those completing the survey suggest that the HR function has
doubled the proportion of time it spent on strategic inputs over the past 3 years at
the expense of administrative activities. In the light of the Lawler et al. findings,
we may need to handle this finding with some caution. This report found that the
support for line managers and HR administration were still the most time consum-
ing tasks for HR functions, ‘suggesting that further progress in rebalancing the
workload is needed’.

The final and most recent report, led by Wendy Hirsh of the Institute of
Employment Studies — What Customers Want from HR, gives us an additional
and, arguably more powerful, perspective on the state of HR as her research team
interviewed more than 100 ‘customers’ of HR along with 840 survey responses.
The questions posed by the research were: ‘what do line managers, senior man-
agers and employees really want from the HR function?’ and ‘what do they think
of what they get?’ Reassuringly the answers are not a torrent of abuse, reporting
that the HR function is seen to be making a vital potential contribution to business
and to working life. The report also suggests that HR could do better, especially if
it learns to ‘listen to its customers more carefully and gaze at its own navel a bit
less’. This point is underlined with the statement that ‘HR has been busy trans-
forming itself in recent years, but mostly in line with its own models of what it
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wants to be’. A summary of this report’s findings and What Customers Want from
HR are shown in Figure 2.2.

We will give more flavour on these important reports in the ‘Key issues for
HR’ section. What they suggest is that whilst a lot of restructuring has happened
in HR, the promise of transformation has not yet been fully realised. Progress has
been made but there is still a gap to close if HR is to contribute as effectively as
it might.

In focusing on these key reports we are mindful that they inevitably gener-
alise. You may be thinking that in your organisation HR has made greater prog-
ress along the transformation journey than these reports suggest. In dealing with

e 31% of managers and 24% of non-managers were satisfied or very satisfied with HR
services

e 34% of managers felt HR was improving, but 36% felt it had got worse over the past couple
of years

e 50% of non-managers could see no change in the quality of HR services, although 23%
thought it had improved

¢ What people say they value in HR is not always the same as the factors that correlate with
their overall satisfaction with HR.

The factors that correlated most strongly with line managers’ and employees’ satisfaction with
HR were:

¢ Being well supported in times of change (although only 27% of managers and 15% of
non-managers felt well supported in times of change)

¢ HR giving good advice to employees (although only 38% of managers and 23% of
non-managers felt that HR gave good advice to employees)

e Being well supported when dealing with difficult people or situations (41% of managers but
only 14% of employees felt well supported in dealing with difficult people or situations)

¢ HR getting the basics right (although only 31% of managers and 37% of non-managers
thought HR got the basics right).

The key things internal ‘customers’ wanted from HR were:
e HR needs to find out what its customers need and what their experiences of current HR
services are

¢ HR needs to be responsive—clear about what it is there for and what services it offers,
easy to contact, and able to respond quickly, efficiently and effectively

¢ Anindependent minded HR function that understands the workforce and can help
management balance employee and business needs

¢ An HR function with strategic business impact—but this is about solving problems that
are strategically important for the business not about writing HR strategies

e A proactive HR function that spots issues ahead of time and works closely with
managers to address them

e Professional support from real ‘people partners’.

Figure 2.2 Main findings from the report: What Customers Want from HR: Institute of
Employment Studies.
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our clients and in hearing the experiences of our senior practitioners, we are also
mindful that there is some excellent work being performed by HR functions out
there and that where HR has shifted its contribution this has been highly valued by
colleagues in their organisations. Throughout this book we hope we can represent
some of these successes so that we learn what HR functions are doing and how
they have made the contribution shift.

Key issues for HR

So, how have we done as authors? At the end of the first edition we addressed
where we thought the HR function as a whole was on its transformation journey
and posed a number of questions and seven issues that we believed still needed to
be addressed. We believe it is important to revisit these statements to test whether
they still hold.

The situation in 2005

In 2005, we summed up HR’s journey in the following terms: ‘HR has moved
from a broadly administrative and transaction function to one that adds more tan-
gible value to the wider business’. We gave the following reasons for making this
statement:

The HR function is actively addressing the transactional aspects of its work.
If the quality of HR information had been world-class in the past, then the case for
change would have been difficult to argue. However, this has not been the case.
HR administration is often deficient and HR information unreliable. Whilst not the
glamour end of HR, good HR administration consistently features highly on man-
ager lists of their expectations of HR. Transactional HR needs to be done well —
but it is not the be-all and end-all of HR management. Fortunately, transactional HR is
standardising and alternative options to the old, fragmented, labour-intensive, expen-
sive in-house model now exist. Shared service centres (whether in-house or outsourced)
are now present in many organisations, and there is increasing uptake of Web-based
HR. The challenges for HR remain justifying organisational capex on Web-based HR
and then delivering the full benefits of that capital investment. Ultimately, these solu-
tions must deliver better service to managers so that HR professionals are truly freed
to contribute to higher value issues.

There is greater appetite amongst HR professionals to move into the value-
adding space. Whilst the horizons of many HR professionals are still focused on
‘case work’ around sickness management, grievance and disciplinary handling,
the role of the HR professional as a ‘business partner’ has really caught the imagi-
nation of the profession. Although there have always been high value-adding HR
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professionals closely aligned to their line management colleagues, the years since
the publication of Ulrich’s HR Champions (1997) have given people a vocabulary
and focus for the HR role. The challenges remain those of building the capability
of HR professionals to move onto the ground of strategic business partnership,
and changing the attitudes of line managers who still see HR as an administrative/
advisory function.

The business drivers that are pulling a stronger contribution from HR are still
present and arguably stronger now than ever before. People costs remain one of
the largest elements (if not the largest element) of organisational fixed costs, and
we are hearing much more in recent years about the need to ‘value’ and ‘leverage’
human capital. There is now a high level of interest in finding ways of measuring
the contribution of people other than as costs. Work undertaken by Lev (2001)
and others around the measurement of intangibles is enabling HR to engage with
the business more purposefully. Additionally, a growing body of research linking
progressive HR to superior business performance is slowly beginning to register
on the minds of senior business leaders.

Key issues and questions

We then turned to the future and presented a small number of ‘big ticket’
questions for organisations to address and seven key issues currently faced
by the function. We emphasised and reiterated our belief that there is no one
single organisational solution for HR as each organisation needed to work out
what kind of HR contribution was needed for that organisation in its business
context.

But are all questions and issues still valid?

We posed a couple of big ticket questions we believed were key to bringing
about successful HR transformation. These questions were:

® What role does the business need the HR function to play when moving beyond
the current phase of HR transformation?

m What will HR professionals do that will bring most value to the wider organisation
beyond the current phase of HR transformation?

We believe that these questions are still valid. The research cited earlier suggests
that HR functions are still not effective at engaging with internal customers and
providing a delivery model the business needs as opposed to the one HR wants.
We also believe that there is still a gap to be bridged in identifying how HR profes-
sionals can add the most value in organisations. We did not explore the issue of HR
value sufficiently in the first edition and have written a new chapter (Chapter 3)
to stimulate thinking in this area.
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We also identified seven issues we believed still needed to be faced up to build
a clearer picture of future priorities in taking HR transformation to its next step. It
is worth revisiting these issues to test their continued relevance.

Issue 1: HR professionals and line managers

What we wrote in the first edition A common mantra in recent years is that line
managers should manage and HR professionals should support them. Yet effec-
tive HR management depends on a strong partnership between HR profession-
als and line managers, where there is mutual recognition and respect and where
both sides are working towards a common goal. This kind of relationship does
not come easily and will not happen through wishful thinking. An honest review
of current relationships needs to be held and the expectations of both sides aired.
Some issues that we encounter are the following:

m lack of manager time to build sufficient expertise in HR policies;
m the HR business partners being a one-stop shop — up to a point;
m lack of accountability concerning the way managers manage people.

These points are interrelated. Managers are under enormous pressure to
deliver the technical/business aspects of their role, and they feel that they do
not have the time to navigate the Intranet and/or attend training to build suffi-
cient expertise to deal with people issues that a good HR professional should
be able to help them with. Similarly, there is frustration when managers hear
a great deal about the HR generalist being able to support managers on the
full range of HR issues, but when they need advice are told to contact a ser-
vice centre or look things up on the Intranet. At that point in time, they do not
feel that HR is adding value. Finally, organisations often pay lip service to the
people management aspects of a manager’s role — how many line managers
are rated as poorer performers if they deliver on the technical aspects of their
job but are not good people managers? There are too few, in our experience.
Organisations need to face up to these issues in an honest way if an effective
HR delivery model is to be implemented.

Comment The Changing HR Function reports that ‘the division of people man-
agement responsibilities between HR and the line was largely unchanged since
2003, despite HR’s wish to have more work transferred to line managers. HR
still takes the lead on remuneration and implementing redundancies; the line has
prime responsibility for work organisation; whereas recruitment, employee rela-
tions and training and development activity is more shared. Overall, the principal
reasons for HR’s lack of success in achieving greater transfer of tasks to the line
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appear to be line manager priorities, their skills, the time available to them for
people management tasks and poor manager self service’.

We believe that this issue of both defining the people management respon-
sibilities of managers and then equipping them with the skills to deliver these
responsibilities remains an issue that needs to be addressed.

Issue 2: The role of shared service centres

What we wrote in the first edition Service centres are now a part of all our
lives. We deal with them when we contact our bank, utility and insurance com-
panies and even when we order office supplies. We are used to using them and
they can be relatively inexpensive — which is a major factor in support of their
existence. The first organisations to use them had an advantage over their com-
petitors, but now they are more ‘business as usual’ with many companies. Costs
per transaction can be so low that in some cases they are approaching the cost
benefits of fully e-enabled systems, with their attendant development and oper-
ating costs. But e-HR costs should, in theory, continue to fall in the future. So,
where should organisations be making their investments?

Some larger organisations will develop ‘global’ service centres, handling
all the transactional needs of many divisions and even corporations. Finance,
procurement and information technology can all be handled remotely, with infor-
mation provided on top as all transactions are performed within them.

Consider taking this to the logical extreme. Why not scrap the fancy e-HR
system and go down the service centre route? e-HR then simply becomes a
message-bearing conduit and storage/enquiry system.

If you believe that this is the future (e.g., you are one of those reading this
book in a bookshop and have flicked to the last chapter, but have a lot of peo-
ple writing a business case back at the ranch), then consider this possibility.
There will still be costs and a need for a business case, but why invest in tech-
nology, if economies of scale barely work? Why not invest instead in a service
centre, outsourcing tasks and people to those who can provide those services
to managers?

Another development could be that e-HR systems become more intelligent,
with the result that there are no service centres. What are the implications? You do
not incur the costs or have the complexity of outsourcing and/or setting up service
centres. But it means that your systems need to be excellent and that they must be
used. There is no backup. What happens in a shared-service-centre-free world is
that managers and employees have no choice but to do all HR transactions online.
In working online, for less frequent and more complex tasks, people will need an
expert systems approach that is business scenario based and that will lead people
through to the solution. Also, there is an underlying presumption that it is worth

35



Transforming HR

managers spending their time completing these more complex transactions, even
if the system is well-designed and even infrequent transactions are made easy to
undertake.

Some considerations are:

m How realistic is a predominantly e-HR world without the need for a shared
service centre(s)?

m If you need a shared service centre(s), where can you get efficiencies of scale,
either within the boundaries of HR or through merging back office activities?

m How do you maintain/improve service levels, creating a better customer
experience?

m How do you get that balance right between technology and person interfaces
with line customers?

m How far do you want to manage transactional activity through relationships or by
contracts/service level agreements?

Whether provided in-house or outsourced, there are clearly opportunities to re-
alise efficiencies and improve service levels by merging the activities of HR, IT
finance, procurement — all the so-called ‘support’ functions. Although superfi-
cially attractive, some organisations that have tried this route have found that the
lack of functional control has resulted in a significant dip in service and qual-
ity levels, leading to the shared service centres being returned to functional con-
trol and functional specialisation. This experience underlines the need to think
through carefully what kind of service you need as a business and the trade-offs
you need to make in working through the issues above.

Comment The Changing HR Function reports that ‘shared services is a phe-
nomenon for large — rather than small — organisations. Overall, the structure of
shared services varies by organisation, especially in a global context. Only 4%
of our survey respondents said that they wholly outsourced their HR shared ser-
vices operation and around 25% outsourced part. We came across other examples
where HR shared services had been transferred out of the function but not out
of the organisation and we found cross-functional as well as single HR service
centres. Outsourcing remains a tactical rather than a strategic matter for most
organisations ... the exception being where outsourcing was considered to fund
technological investment’.

The debate we set out in our first edition still holds. Shared services are not as
prevalent as we may have anticipated and the rush to outsource is at best a trickle
with much scepticism remaining over the promises of outsourcing. Perhaps the
area we overstated in our first edition was the extent to which Web-based HR
would develop to a point where it would replace the need for a shared services
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centre. We see little evidence of this and, whilst technology continues to create
new possibilities for HR (e.g., Web 2.0 which we explore in Chapter 5) there is
still a need for organisations to think through the various options surrounding
shared services and how HR administration and advisory services are delivered
efficiently and effectively in the absence of a shared services centre.

Issue 3: The role of the HR generalist

What we wrote in the first edition Organisations need to settle on the place of
the HR generalist in the HR delivery model. Should the role be assumed by line
managers, shared service centres, expert systems, external vendors or in-house
strategic business partners?

If there is an in-house generalist presence, there is also a secondary issue to
address concerning the level at which the generalist operates. Linked to some of
the debate set out earlier there is, in our view, an emerging need for an HR role
that sits between strategic business partner and the HR administrator — dare we say
it but akin to the old ‘personnel officer’ role. Driven by manager demand (and a
preparedness to pay for this support), organisations need to consider whether there
is a role for a cheaper and more effective local partner who does ‘HR stuff” one
level above the routine transaction processing that individuals and line managers
do. In these instances, what organisations may need is access to someone to pro-
vide a sounding board ‘on the ground’— where managers are based. What we have
already noted is a relatively low-level (compared to the potential) exploitation
and use of the wealth of information that is gathered and stored by e-HR systems.
Some of this, of course, is relatively easy to report on and use. But there is other
information, particularly around forecasting, planning and trends, that managers
will look at infrequently or not at all. So, the new role is potentially about making
the most of the information that is present. It is about proactively looking at the
information and taking the analysis of that information to line managers and sug-
gesting ways to deal with it, or asking them what they want to do with it.

This is subtly different from the role of a strategic change agent. What we are sug-
gesting here is that there is someone within the business (not placed in a service centre
or down a phone line) available to work with middle management to help them to get
far more out of their people. What we are also suggesting is that while a modern man-
ager should be competent at looking after and managing their people, there is a debate
to be had concerning whether they should in fact concentrate on their core strengths
and what they can do to enhance the health and success of that business.

Taking this suggestion forward, this is explicitly not about trying to bring
everyone up to the same standard, trying to iron out weaknesses in management
and therefore potentially harming the core business activity. This is about con-
centrating on strengths. This model recognises that managers are not necessar-
ily appointed as a result of their people management abilities, but more for other
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attributes and capabilities, such as thought leadership in their fields. The role of
this junior HR generalist should be to proactively mine the e-HR system for rel-
evant data, equipped with a mandate to reach line managers and be the credible,
value-adding face of HR.

This, we suggest, is a ‘grey area’ between strategic level work (senior busi-
ness partners within the organisation who look after people strategy and overall
change) and the transactional level, which makes the employee champion role
very real and works with the business to get the best out of teams at a lower level.
Another added benefit from the line manager’s point of view is that there is now
a credible face of HR that middle managers can relate to, rather than a faceless
service centre or outsourced function that may seem remote from the business.

Similarly, organisations need to explore how a strategic business partner
approach should work in practice. In particular, there is the issue of proximity to
the business that needs to be resolved: is the HR strategic business partner an inte-
gral part of the management team, or is the role played out as a partnership along
the same lines as a strategic alliance with an external vendor might be?

If HR evolves to a position where the HR function focuses on strategic change,
working primarily on significant projects (addressing the implications of new soft-
ware and legislation and providing support on specific organisational changes),
this indicates a move to a professional services type role — that of an internal
consultant. Internal consultancy services may not be new, but having HR play a
leading role as an internal consultant is. Taking this a step further, how benefi-
cial would it be for similar-minded experts from other functions to join together
to offer a combined set of services to bring solutions that cut across those functions —
where relationship managers would work with the business to bring those solu-
tions to the customers in an effective and focused way? This is a model that is very
similar to professional service firms.

There may be benefits in this approach, particularly linked to clarifying the
value proposition of internal support functions and being able to make better like-
for-like comparisons with external providers. There are also significant down-
sides, not least the inefficiencies of internal charging and the different dynamic
between internal and external support. Having said that, in exploring the general-
ist role of HR and in particular HR’s value proposition, it is worthwhile presenting
an internal consultancy model so that the organisation can work out the value it
gains through day-to-day contact and involvement in the life of the business, and
how much it is prepared to pay for this less tangible value.

Comment The Changing HR Function points to gaps in service provision and
one of the options to fill some of the cracks was ‘to provide operational support for
line managers’. This reinforces the need for the discussion we believe is still absent
concerning how to fill the gap between strategic business partner and manager.

38



HR Transformation — How Are We Doing?

We see little evidence of organisations moving to an internal professional
services/consulting model in HR — not in terms of resource management and cost-
ing at least. Achieving Strategic Excellence suggests that centres of excellence
should provide services in a consulting capacity to the business, but this remains
aspirational rather than reality. What is clear is that there is an expectation that
HR generalists (and specialists) will apply consulting skills if they are to perform
effectively in their roles. It is also clear that (as the report Achieving Strategic
Excellence suggests) ‘HR suffers from a skills deficit’ and we highlighted this as
our seventh issue below.

What the HR generalist does, how this role adds value and how people are
equipped to perform in this role remains an issue as does the gap that exists
between the more strategic HR generalist and manager.

Issue 4: The reputation of HR

What we wrote in the first edition When considering the evolving reputation of
HR, one of the things to bear in mind is the question around transactional versus
strategic roles: whether the organisation should only see HR in a strategic role and
not in the transactional space at all. The question of what creates positive repu-
tation builds on, and complements, some of the arguments discussed earlier. If
users/customers/clients experience poor transactional execution, the reputation of
HR will be tarnished.

An argument suggests that transactional activities should be separated
from strategic HR roles. This would mean that HR functions build reputation
solely from their strategic contribution. But if you think about how HR actu-
ally gains respect in organisations, it generally starts with doing the trans-
actional stuff which then opens the door for HR to address more strategic
issues. If transactional HR is delivered poorly, then developing a role that is
more strategic will not get a look-in. Also, if HR is divorced from knowledge
and data, then the link between more strategic roles and information will be
diminished.

So you need to identify which areas are building and destroying HR’s reputation;
the activities managers put a value on and how effectively these are delivered.
There are implications for HR measurement (see below) and for HR’s ability to
market itself and its capabilities to the business.

Comment What Customers Want from HR gives good insight into the issues
around HR’s reputation. We do not intend to repeat the findings of the research
set out in Figure 2.2 as it is clear that whilst HR’s reputation has generally risen
in recent years, there is still some way to go before the overwhelming view of HR
is favourable. This report highlights the need to engage more seriously in finding
out what internal customers need and this willingness to engage with the plurality
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of HR stakeholders is probably a critical challenge if HR is to build a strong and
positive reputation in organisations.

Issue 5: HR performance

What we wrote in the first edition The use of benchmarking in HR has improved
greatly in recent years, and it is now commonplace in most HR functions.
Benchmarking, though, has its limitations: ensuring that there is like-for-like com-
parison and focusing on lag performance indicators being two of them. But, we rec-
ognise that there is an important place for benchmarking metrics, and expect them to
be used into the future.

A bigger challenge for the HR function is to measure more clearly the value
it contributes to each respective business. This involves talking to line managers
more about the performance expectations of HR, and taking more time to link
work to these expectations.

So, in considering your next steps in HR transformation, you need to address:

® how HR currently measures its performance;
® how managers measure HR’s contribution (whether formally or informally);
m what set of measures is appropriate as a framework for the future.

Linked to issue 4 — the reputation of HR — there is also a fruitful debate to be
had concerning how managers want to engage with HR’s performance. Annual
reports on HR, surveys of HR value delivery, regular management reporting and
HR operating plans can all be effective ways of building partnership between the
line and HR.

Comment The Changing HR Function reports that ‘on measurement, it was
noteworthy that HR appeared not just to be assessing its process performance
but also considering its broader effectiveness. Thus, virtually all organisations
measured HR’s efficiency and over half examined HR effectiveness through
people management practice and its effect on outcomes such as absence. The
main indicators used were business performance, surveys of managers/employ-
ees and customer satisfaction metrics. System or policy evaluation still did not
appear to be common which is problematic when considering the success of
HR transformation’.

Achieving Strategic Excellence concludes that ‘the growing attention to
HR metrics and analytics seems well placed, considering the potential for
improvement and value. It is also important to note that all measurement ele-
ments are not equally valuable . . . Measures often thought to be related to
HR effectiveness and strategic influence (such as benchmarking) are actually not
related to it . . . Intermediate measures (such as scorecards and HR programme
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effects) appear to offer opportunities to enhance HR strategic influence. There
also appears to be an emerging measurement emphasis on impact, which is not
yet well understood’.

This suggests that some progress has been made in improving the way HR mea-
sures its performance and contribution, but there is still a way to go. The limits of
benchmarking are becoming more clearly understood and, as HR functions con-
tinue to explore the questions we posed earlier, we anticipate that a broader range
of measures addressing efficiency, effectiveness and impact emerge.

Issue 6: Organisational boundaries

What we wrote in the first edition Organising to deliver HR is becoming more
complex, involving the HR function (which is likely to include generalists, spe-
cialists and possibly shared service centres), line managers, employees and exter-
nal vendors of various types. Where you land organisationally should be driven
by the requirements of your business. Some of the broader issues to be addressed
will concern the following:

B balance of resources between HR generalist roles and in-house specialist roles;

m types of generalist needed (see above debate on the HR generalist) and their
skill levels;

m role of the line manager in managing people and their skill levels;

m need for a shared service centre (transactional) or not and where it is located (in
HR, in-house but external to HR, or outsourced);

m level of involvement of external vendors/suppliers/consultants.

Wherever the organisational lines are drawn, the challenges will be in manag-
ing the interfaces between the different organisational areas. The more complex
the organisation, the greater will be the effort invested in managing these inter-
faces. As you develop the next step in your organisational model, you should
think through these boundary issues: how you integrate the different elements of
HR delivery and the investment you will need to make in ensuring a coherent and
seamless service delivery.

Comment The Changing HR Function reports that ‘the three-legged stool
model (shared services, centres of expertise and business partners) attributed to
Dave Ulrich was the most common HR structure, although fewer than 30% of the
organisations surveyed said that they had implemented the model in full. Where
such a model had not been introduced, the most common type of structure was
a single HR team incorporating generalists, specialists and administration....
Looking at the components of the three-legged stool model we found a great
deal of variation in the formats used’. This was particularly true of the role
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of business partners/generalists. The report goes on to say, and to align with the
Lawler et al. report, that ‘the quality of relationships within HR and between it
and customers were the key to success not the organisational structure of HR. . . .
Structural reform may not be sufficient to reposition HR. . . . If HR fails to
become more strategic, the cause of the problem may lie elsewhere — the qual-
ity of HR staff, a lack of process reform or the people management capability
of line managers’.

We contend that all structural change replaces one set of organisational boundary
management challenges with a new set. How people work together will contribute
to the success of structural change. We remain convinced that in many HR functions
there are huge disconnects between generalists, specialists and those delivering HR
administration whether they sit in the three-legged stool model or in a single HR team.
The other determinants of successful HR transformation — such as HR and Manager
capability and process improvement — are addressed elsewhere in this book.

Issue 7: HR capabilities
What we wrote in the first edition We address this issue extensively through-
out this book and we recommend that you draw on the content in these chapters
to take the debate forward in your organisation. It remains our contention that
HR professionals need to build new capabilities above and beyond the traditional
areas of HR. Specifically, they need to build a sound theoretical basis in the areas
of organisational behaviour, business finance and economics, and psychology in
order to support organisational development and change. Above all else, HR pro-
fessionals must be recognised first and foremost for their contribution as business
people — they must know their business and appreciate the drivers of value in their
business. It is from this position that HR professionals will become influencers in
their business.

The issues you may need to confront in thinking about your next steps in HR
transformation are likely to include:

m what kind of capabilities you need to develop in your HR professionals;
m how your current HR professionals benchmark against these new capabilities;
m what investment you are prepared to make to develop these capabilities;
® what alternatives you have if your current HR professionals cannot step up.

There is a larger issue about HR capability touched on in this book, which is this:
if people are the greatest asset of a business, why is it so difficult to get the most
able people into HR? This is not to say that there are no able people in HR — there
are, and we have worked with and encountered many. But it is true to say that the
profession has a talent deficit, and the demands that should be placed on HR in
the future mean that we need to create an environment where people know that
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they will have an opportunity to work on some of the organisation’s most difficult
issues. Perhaps this too is an issue that might be explored in your business.

Comment This remains, arguably, the greatest challenge faced in transforming HR.
The lack of capability to perform a business focused, more strategic people role is
highlighted in just about all reports and is given prominence throughout this book.
The KPMG report (2008) identifies ‘HR practitioners with critical capability gaps’ as
the number 1 challenge facing the function. The questions posed in our first edition
remain valid — arguably more so since we first wrote them. With notable exceptions,
investment in HR professionals is generally low, but where we have seen organisations
address this we have also seen HR’s contribution shift markedly. Linda Holbeche,
writing in the CIPD’s Impact magazine (Issue 21) sums up the issue well: ‘What
also became apparent was that many new business partners were underprepared or
underpowered for their roles, lacking the skills, confidence or the delivery capabil-
ity as consultants to ensure that value was being added over what had existed before.
Increasingly it was recognised that consultancy, relationship management and third-
party management skills together with commercial acumen were prerequisites for
effectiveness in business partner roles’.

The issue of talent and career management is also valid. Lawler et al. raise
on a number of occasions the need for cross-unit teams and for rotation of
people between HR and line functions. The challenge for HR to be a ‘must
have’ experience on the CV of high potentials still lies in the land of hope
rather than reality.

Conclusion

We have used recent research in the UK and USA to present as up to date a picture
of the HR function as possible. We accept that this inevitably involves generalisa-
tion and that not all HR functions will look like the picture painted — some better
and some worse!

The changing HR function notes that over 80% of HR functions have undergone
some form of change in the past 5 years. It is clear that much of this change has
been based on a strong desire by HR professionals to achieve greater alignment
between business and HR strategy and to drive more cost-effective and improved
delivery. However, it is also clear that structural change and re-labelling job titles
is insufficient. The issues we set out in our first edition remain valid and all the
research published in recent years points to further improvements HR functions
need to make.

In this respect the HR transformation journey is not over, but has only really
just begun.
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What Is HR’s Value
Proposition?

The subtitle to this book is ‘Creating Value through People’. Value creation is at
the heart of any organisation — whether in the private, public or voluntary sector.
If no value is delivered, there is no point to your organisation. In this chapter, we
will therefore address the following questions:

® What do we mean by value creation?

® What do we mean by value adding HR?

m How are HR professionals adding value?

m How did they make this shift?

® What challenges remain for HR to create value through people?

Key themes

m There is little academic consensus on what value creation is and how it can be
achieved.

B Value creation needs to be understood from a contingency perspective — value
is in the eye of the beholder.

® HR value add is delivered through four key sources: transactional value, process
value, strategic value and reputational value.

m HR professionals need to get much better at analysing data and understanding
financial management.

m Challenges remain for HR functions to deliver value in organisations.




Transforming HR

Terms such as ‘value adding’ and ‘value creating’ are much used in organisations
and have become by-words that articulate what HR transformation is seeking to
achieve. “We want to move from transactional to “value adding” HR’ is a typical,
and justifiable, aspiration for HR transformation. It suggests that even though HR
professionals are currently delivering worthwhile work in organisations there is
still something missing: a contribution to key business challenges that is not being
made currently; contributions that will make colleagues sit up, pay attention and
find valuable.

Ask a line manager or business leader what they value from HR and you are likely
to get a divergence of opinion. Paying people on time is valued; accurate employee
information is valued; support to managers who are handling difficult disciplinary,
sickness or grievance cases is valued; slick people processes are valued; efficient
restructuring is valued. We should not delude ourselves that these activities are some-
how worthless. They are not. HR adds value through these activities.

But there is still something missing. What about the people issues we are not
engaged in, but could be? What about working the data so that we bring real
insights to business colleagues?

This kind of ‘value add’ is what an Economist Intelligence Unit/Deloitte report
in 2007 (Aligned at the Top) called ‘the big challenge’ and their research drew
an interesting distinction: ‘When senior business executives talk about HR, they
focus on administrative activities such as rewards and benefits, performance
evaluation and HR operating efficiency. When those same executives talk about
people issues (our emphasis), they focus on talent management, workforce pro-
ductivity and leadership development and, in many cases the HR function isn't
even mentioned’.

A KPMG report — HR: Architect or Artisan? (2008) reported the following
insight from the CEO of a major high street retailer: ‘When the marketing director
comes to the executive board meetings he presents data on our consumers, and we
are given enormous insight about their buying habits, their aspirations, their con-
cerns and their hopes. We have clear demographic data, and we can predict with
real accuracy how patterns will evolve. But when HR presents information about
our employees it is less precise, less concise, less insightful and less predictive’.

These CEO insights cannot be dismissed and they set out challenges of rel-
evance and data insight the function must respond to.

In this chapter, we propose to unpick what is meant by value creation referring
to recent research and then examine HR practitioner perspectives. We will outline
how some HR functions are responding to this desire to extend the range of value
adding contributions and finally highlight a number of challenges that remain if
HR is to create value through people.
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Value creation — what it means and how it is created

In their earlier book, ‘The HR Value Proposition’ (2005), Dave Ulrich and Wayne
Brockbank stated that ‘now more than ever, business success comes from HR.
And the “DNA” for HR success is the HR Value Proposition’. The framework pro-
posed by Ulrich and Brockbank is presented in Figure 3.1.

The two shaded boxes in the framework reflect the need for HR to under-
stand the realities faced by your organisation — contingent thinking — and to
address value from a multi-stakeholder perspective. Both these drivers of
value are underlined by the findings of research undertaken by David Lepak,
Ken Smith and Susan Taylor which is expanded upon later in this section. The
rest of the framework concerns how HR should organise in order to deliver
value and the value delivered through relevant people practices. These latter
three elements are a key focus of HR transformation and the contents of this
book.

Ulrich and Brockbank went on to identify 14 criteria which you can rate (1-5)

to establish whether you have a clear value proposition. These 14 criteria are
shown in the box below:

Knowing external
Business realities
(technology, economics,
globalisation, demographics)

/ \
/ \
Assuring HR s AN Serving internal &
professionalism ST e B R E—— External stakeholders
(HR roles & competencies) ‘\\\// HR’s Value ’/,/ ,Vfcuswme;f’ invelstors,
/>~._ Proposition 3’ anagers & employees)
/' \\ // \\
l, \‘\ /,” \\
, X \
’ PN A
/ e S N
’ e o \
’ P ~ Ay
’ - ‘x\ \\
II' /a” \\\\ X
’ e S Ay
’ Pid S Ay
Building HR resources Crafting HR practices
(HR organisation & (people, performance,
strategy) Information & work)

Source: Dave Ulrich, Wayne Brockbank, The HR Value Proposition Havard Business School Press 2005

Figure 3.1 The HR value proposition.
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HR value proposition criteria

From Dave Ulrich and Wayne Brockbank, The HR Value Proposition (2005)

Knowing external business realities

1. To what extent do the HR professionals in my department understand how
the external realities of technology, economics and demographics in the
global context affect our organisation?

Serving external and internal stakeholders

2. To what extent does our HR work link to the intangibles that investors
value?

3. To what extent do we use HR practices to build long-term connections
with target customers?

4. To what extent do we audit and create organisation capabilities that will
turn strategy into action?

5. To what extent do we have a clear employee value proposition that lays
out what is expected of employees and what they get in return?

Crafting HR practices

6. To what extent do our HR practices that focus on people (staffing,
training, development) add value?

7. To what extent do our HR practices that focus on performance (setting
standards, allocating rewards, providing feedback) add value?

8. To what extent do our HR practices that focus on information (outside-in
and inside-out) add value?

9. To what extent do our HR practices that focus on work flow (who does what
work, how is the work done and where is the work done) add value?

Building HR resources

10. To what extent does our HR strategy process turn business goals into HR
priorities?

11. To what extent is our HR organisation (e-HR, service centres, centres
of expertise, embedded HR and outsourcing contracts) aligned with the
business strategy?

Assuring HR professionalism

12. To what extent do our HR professionals play employee advocate, human
capital developer, functional expert, strategic partner and leadership roles?

13. To what extent do our HR professionals demonstrate competence in
strategic contribution, HR delivery, business knowledge, personal
credibility and HR technology?

14. To what extent do we develop our HR professionals and our HR
department?
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Ulrich and Brockbank suggest that if you score 50+ then you are in good shape.

More recently, an excellent article published in the Academy of Management
Review (2007, Vol. 32, No. 1, 180-194) by David Lepak, Ken Smith and Susan
Taylor draws together a wide range of academic research on the subject of value
creation and value capture. They state that ‘value creation is a central concept
in the management and organisation literature for both micro level (individual,
group) and macro level (organisation theory, strategic management) research. Yet
there is little consensus on what value creation is, or on how it can be achieved’.
They consider this observation to be one of the most important conclusions from
their research.

Two significant reasons cited for this lack of consensus are:

1. Management is a multi-disciplinary field and therefore people tend to see
value creation through their particular lens. For example, those from a strate-
gic management, marketing, strategic HRM or entrepreneurship background
may emphasise value creation for business owners, stakeholders or customers,
whereas those from an organisational behaviour/psychology background may
emphasise value creation that targets individual employees, employee groups or
teams. Those from a sociological or economic background may focus on value
creation in terms of society or nations. None of these are right or wrong — they
just place different emphasis on the targets for which value can be created.

2. Value creation is used with reference both to the content and process of new
value creation and these are often confused with one another. Content addresses
questions regarding what is value/valuable, who values what and where value
resides. Process addresses the ways value is actually generated and the role, if
any, of management in this process.

Having set out the points of divergence amongst those writing about value cre-
ation the article goes on to address the question ‘what is value creation?’. This is
not just academic philosophising. There is an important point here so stick with
it for a little longer.

The article differentiates between use value and exchange value.

Definitions of value

Use value: The specific quality of a new job, task, product or service as
perceived by users in relation to their needs.

Exchange value: What users are prepared to pay for the new task, good,
service or product.
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The article suggests that value creation depends on the relative amount of value
that is subjectively realised by a target user who is the focus of value creation. In
other words, ‘value is in the eye of the beholder’.

So, acknowledging the reality of subjective, multiple stakeholder perceptions
is the key to unlocking our understanding of value creation. Internal clients will
value those things that address their needs and pay for those things they value.

This then leads us to the question how is value created?

The article dismisses the ‘one size fits all’ view of the world and rightly adopts
a contingency perspective. This means that in answering the question of how value
is created we need to define the source and targets of value creation and the level
of analysis. We summarise the value creation from the perspective of the individ-
ual and organisation in the box below. (The article also examines value creation
from the perspective of society but this is far less relevant to this book and if you
are interested you can look up the article.)

Individuals create value through developing new, relevant tasks, services,
jobs, products, processes and other contributions which stakeholders consider
to meet their needs and which are financially more beneficial than using an
alternative provider of that task, etc.

Organisational value is created when:

1. Firmsdevelop/inventnew ways of doing things using new methods, technologies
and/or new forms of raw material (Porter, 1985) that benefit the target user.

2. Firms develop dynamic capabilities, which can include product and
process development, organisational evolution and management
capabilities. Much of the research in this area is focused on internal
factors and emphasises knowledge creation, learning and entrepreneurship
in creating advantage.

3. Processes enable new organisational knowledge to be generated. A focus
of this research is on the extent of social networks (that extend outside the
organisation) and their ability to combine and exchange information in a
way that produces organisational knowledge.

4. There are high investment human resource management systems: practices
that develop employee skills, enhance employee motivation, and engage
and empower employees.

Lepak, Smith and Taylor conclude their paper by emphasising that understand-
ing value creation is complex because it is subjective in nature, means different
things to different organisations and is defined largely by target users/stakeholder
perception.
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So, what are the themes we can draw from the above? We have identified four:

1. We add value when we apply contingent thinking: we understand our organisa-
tion, its environment and what needs to be done from a people and organisa-
tional perspective to drive high performance.

2. We add value when we engage with multiple stakeholders (inside and outside
the organisation) and understand what matters to them.

3. We add value when we organise HR (a whole systems perspective) so that it
has the capability to deliver value through the people agenda.

4. We add value when we focus on deliverables (outcomes).

In this book, we address all four of these themes, majoring particularly on the
third.

Value adding HR

Moving from the world of academic research to the experience of HR profes-
sionals, we have identified an interesting dilemma that needs to be faced: if we
accept that “value add’ is essentially what stakeholders consider to be of value to
them (PULL) — how do we also influence stakeholders so that their needs change
(PUSH)? Put more simply — if managers consider value adding HR to be excel-
lent HR administration, slick HR processes and timely and helpful case manage-
ment support, how do we also help managers to understand that HR professionals
can add value not only through delivering the basics, but also through delivering
business projects more successfully, managing change, or shaping the strategic
agenda? Returning to the Economist Intelligence Unit/Deloitte report quoted
earlier — how do we influence senior executives so that they see HR and people
issues as one in the same?

In conversation with Frances Allcock (BBC), we were able to articulate this
dilemma as shown in Figure 3.2. This figure captures well the challenges faced by
HR professionals — how do we shift the conversations we hold with our business
colleagues so that we not only hold the conversations we need to hold with col-
leagues but also engage in those areas they don’t expect us to? As an illustration,
Allcock has observed that one of things managers value from HR is excellent and
slick reorganisation — the implementation piece. If HR does this well they get to
the table. Yet HR is often unable to get to talk about the really challenging aspects
of change because managers either do not have the time or they do not see it as an
area where HR can contribute (sometimes with justification).

Answering the question ‘what do we actually talk to managers about?’ will vary
from organisation to organisation — you may want to reflect upon Figure 3.2 to
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What we can’t get to
talk to Managers about
because they don’t
expect us to be able to
contribute

What we would really
like to talk to Managers
about

What we actually talk
to Managers about

Figure 3.2 Shifting conversations.

review your own conversations with business colleagues. What is important is that
we create value not just by meeting stakeholder needs, but in shaping their think-
ing and influencing their decisions. As Alison Grace (National Express Group) put
it: ‘it is about working in ways that make a positive difference to our businesses and
that means bringing fresh thinking to the table, challenging assumptions and getting
the business to grapple with tough issues from multiple perspectives’.

If changing the conversations we have with colleagues is one of the challenges
we need to confront another is measurement. Many HR departments are involved
in measuring their company’s operational performance against key performance
indicators (KPIs). Fewer have a role in measuring and providing hard evidence of
the efficiency and value they are adding to delivery of their organisations’ strate-
gic objectives.

As Martin Moore (Royal Mail) put it: ‘“The problem with many HR measures
is that we measure what is measurable not what we need to measure’. Sticking to
traditional measures of HR effectiveness also induces a way of thinking and work-
ing leading to a heavy reliance on the latest fads and fashions of espoused ‘best’
practice and over-preoccupation with benchmarking.

One commentator, Gary Hamel, has suggested that this is the Achilles heel for
HR. He has noted that ‘unlike the Finance function, HR does not have an explicit
and accepted theory about how it adds value to the business’.

The reason for this is addressed in the research led by Lepak et al. cited above:
non-financial benefits of the sort offered by effective HR functions are very rarely
based on a set configuration of cause-effect but rather, value is derived through a
combination of connecting processes, information, strategy and service delivery
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Externally — focused

Reputational Value
Drivers
Strategic Value
Drivers

[ Process Value ]

Drivers
Transactional
Value Drivers

Internally — focused Adapted from Martin, Reddington and Alexander

Figure 3.3 Value drivers.

aligned to the specific needs of each business. Whereas finance is largely based
on a universal model of added value, HR is based on a situation-specific model
of added value. In other words, we need to take excellence in people management
practices and align these with the specific needs of our organisation.

But where to start?

In our conversations with senior practitioners there is a strong appetite for HR
to develop ways of measuring the impact of core business issues. To frame this
discussion, we have been able to identify four ways in which HR drives value (see
Figure 3.3):

B Transactional value — ranning HR administration in ways that capture and pro-
vide accurate, timely and insightful information and advice. Measures of trans-
actional value include: costs/value for money, data and information quality,
reporting capability and flexibility, delivery against service levels, etc. A test
of transactional value will be whether managers get high quality information
and advice when they need it and whether this information tells them anything
new.

B Process value — putting in place people processes that are efficient (speed,
cost, quality), fit for purpose — relevant to the circumstances of your orga-
nisation, meaningful and engaging for users and aligned to organisational
goals, etc. A test of process value is the experience people have of the
process, for example, with regard to selection — does the selection process
build commitment and engagement from the first point of contact through
to decision?

m Strategic value — participating in shaping strategy so that people and orga-
nisational issues are surfaced from the outset and supporting the effective
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execution of strategy. Tests of value in this context include challenging
thinking, aligning people and business strategies, executing strategy in
a way that makes change stick, delivering projects and securing stake-
holder commitment to change. It also means adding value through shaping
organisational design and being confident in manipulating data so that the
organisation is able to gain insights concerning the workforce profile and
cost structure.

B Reputational value — doing things that help to deliver the strategy and which
build a positive internal and external image of the organisation. Examples
of this are ethical and sustainable practice, good governance and leadership,
effective risk management, being seen as a good employer, etc. A test of repu-
tational value may be that those people you need to attract really want to work
for your organisation.

Clearly, all value drivers are ‘strategic’ but the sense we have used strategic above
is to focus particularly on the delivery of the business change agenda. Each of
these ways of value creation also requires a multiple stakeholder approach and a
deep understanding of external and business realities. This emphasis on relevance
to stakeholders and to your organisation aligns with Lepak et al.’s research in the
“Value creation — what it means and how it is created’ section and with the contin-
gency approach to organisational development.

What has HR done to add value?

The HR function has made good progress in trying to add value in organisations
and in this section we provide some examples. We underline that each example
given is a response to the situation that organisation found itself in. The examples
are therefore provided as ‘leading practice’ and our intention is that these illustrate
themes set out in previous sections.

Transactional value

Cost reduction and efficiency improvements are generally the main drivers for
HR systems changes and the adoption of a shared services delivery model. Jerry
Arnott (Department for Work and Pensions — DWP) emphasises the importance
of efficiency improvements within the DWP’s HR transformation programme and
states that it is critical that HR adds value on essential administrative and support
services. This scale of saving is mirrored in other organisations we have worked
with.
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HR’s ability to deliver transactional value is the main litmus test for manag-
ers. As Maggie Hurt (Renolds) points out: ‘Our clients judge us on getting the
basics right, like pay and offer letters — what we might regard as mundane. We
then get the attention of our clients and earn the right to contribute at a more stra-
tegic level’. HR services delivered at the transactional level are most immediately
relevant to day-to-day management and therefore play strongly into tests of com-
petence and relevance. It is essential therefore that HR works with the rest of the
business to agree on expectations in the following areas:

m Target cost base (measured through various ratios)
m Service levels

m Quality

m Reporting

Underpinning these tangible measures will be less tangible (but arguably the real
determinants of value) measures of responsiveness and experience (the personal
touch).

All this is great, and if HR can get all the above right it will be adding transac-
tional value. But we believe HR can deliver more in this area:

1. Data modelling — HR needs to turn information into insight. What is more
likely to get the attention of the CEO/CFO, a turnover figure (say 15%) set
alongside an industry turnover average (say 13%) or data showing the true
costs of turnover: where we are experiencing it; the kind of people leaving,
an impact analysis that shows what it costs to lose then replace someone? We
believe the latter will, especially if the financial impact can be estimated.

2. Reporting what is useful — we need to report what managers will find useful.
This means thinking more deeply about the kind of data we collect and how
we present it. lan Elms recalls that in his time at Kingfisher an annual ‘census’
was produced showing a breakdown in company demographics, compensation
data, etc. This gave the executive team insights about the workforce.

3. Assessing impact on performance — getting under the skin of data so that we
can better assess the impact on performance. Other functions do this really
well (e.g., marketing, finance) and we have much to learn from these in order
to build a compelling story using both narrative and data.

Process value

We often view HR processes solely through the lenses of efficiency and effec-
tiveness. Efficiency and effectiveness measures are important, but value adding
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processes deliver more than this. As Maggie Hurt (Renolds) puts it: ‘I am keen to
get across to my team that the value that comes through good HR is not through
ticking the box in a work process. It is about ensuring the output is right. We need
to engage the brain — develop “thinking HR” at all levels of the function’. So
processes need to deliver specific outcomes and these outcomes must drive
engagement, commitment and performance.

Take the selection process as an example. How well this process works
could be measured in terms of recruitment cycle time, quality of candidates,
costs of recruitment, number of recruits, etc. — all standard activity, efficiency
or effectiveness measures. The outcomes of recruitment though are, argu-
ably to:

m find the best fit person (role and organisation) and for that person to have the
potential to grow and develop further;

m ensure that that the unsuccessful candidates leave with a positive impression of
their experience.

To secure the best candidate will be the result of many interactions that person
has with the organisation or its agents — from the first point of contact through to
the period before joining. One of our senior practitioners who has recently moved
roles talked of a selection process that did not go smoothly and contrasted a poor
impression given by the headhunter at the initial meeting (which nearly resulted
in the person leaving the interview) to extremely favourable impressions of the
organisation itself: even when the process did not run smoothly senior manag-
ers behaved in a way that not only recovered the situation but turned it into a
positive experience. For this person, these are excellent examples of value adding
moments during a process.

A different type of process value in selection is seen in the way KPMG UK
recruits graduates. Graduates value straightforward, quick and transparent
selection processes. In response, KPMG was the first large employer to go
100% online (back in 2000) and the first to have online reasoning tests. The
KPMG process is one of the quickest in the marketplace with most decisions
being taken within 1 month from initial application. Graduates are told in
advance what they will be assessed against and KPMG gives feedback to can-
didates at each stage of the process regardless of outcome. When offers are
made candidates are sent a link on the same day that takes them to their elec-
tronic offer. They can accept online and access all the relevant documentation
online.

Rackspace, a global managed hosting business, demonstrates process value in
their approach to on-boarding. This is presented in the case study below.
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Case study — Rackspace

Rackspace has enjoyed considerable growth in recent years and differentiates
itself from others in the market through a strong corporate culture. ‘Fanatical
Support’ is its value proposition and therefore the successful on-boarding of
new talent, so that they are not only productive quickly but assimilate into the
Rackspace culture, is a critical success factor for the business.

The philosophy that underpins the Rackspace approach to Rackers (or
‘employees’ in more conventional language) is that if you get the Racker
experience right, Rackers will get the customer experience right.

You probably get the drift already that Rackspace is no ordinary company.
Fanatical Support is not just a front end proposition, it applies to all functions.
So on-boarding is no conventional experience either. There are four parts to
on-boarding:

® Rapid Induction Programme (RIP)
m Rookie Orientation (Rookie ‘O”)
m Team On-boarding

m Pathfinder

RIP is your day 1 experience. Led by Steve Pegler, a trainer in Rackspace
University, the day involves the usual paperwork and briefings on health and
safety. But it is informal, it is personal (people are walked around the whole office
and they get to meet fellow Rackers), it is non-hierarchical (if the MD or other
Directors are sat at their open-plan desk they are introduced to new Rackers), they
are shown the many photo walls with pictures of fun days, charity events, parties
and the hall of fame — fanatic of the month and they get to feel the culture.

Rookie O is a 4-day orientation run monthly. But this is no ‘chalk and talk’
orientation. There is no job-specific training. It is all about the culture. So,
Rackers are given some of the Rackspace values to think about and during
the 4 days they have to gather real life examples from around the organisation
of these values being lived. So new Rackers need to get out and about

and talk to people. They also get to understand the business. They visit a
data centre and literally get under the floorboards to understand what the
business is all about. Perhaps the most compelling part of Rookie O is that
during the week every function gets to present to new Rackers. This could
be very dry and lead to death by PowerPoint. Not at Rackspace. It is highly
competitive and new Rackers get to rate each presentation against a set of
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customer engagement measures (NPS) on how much they have learnt and
how engaging the presentation was. At the end of Rookie O week (Friday
afternoon) all Rackers are invited to celebrate the arrival of new starters
and awards are given — including which function presented best! Needless
to say, this approach has resulted in some very creative presentations being
developed around game shows and the like.

Team on-boarding has two distinct characteristics. First, a framework is given

to managers for them to decide how best to on-board their new Racker. So,
managers will be expected to set expectations/standards; discuss training needs;
brief communication protocols, etc. but how they do this is up to them. This is to
ensure consistency. Second, as with most Rackspace on-boarding, managers are
encouraged to be creative. So, for example, instead of simply giving people a list
of business contacts/resources, new Rackers are given direction and they then
need to go and actually meet people/find resources for themselves.

Finally, Pathfinder focuses on job-specific training. What is interesting about
this training is that it is assumed that new Rackers will know the technology.

The focus is therefore on how this technology is used/how things are done at
Rackspace.

Rackspace has been recognised in the Sunday Times Best Companies to
Work and the Financial Times Great Place to Work and has won the most
welcoming company award.

We present this case study as an excellent example of process value and how
a people process is fully aligned to the business goals and value proposition.

An exercise we completed with the HR leadership team of a FTSE 20 company
was to review people processes and consider whether each was having a positive,
neutral or negative impact on employee engagement. This was an illuminating
experience and revealed that most were either neutral or negative. As a result, we
were then able to identify what could be done to shift the employee experience for
each key people process.

Strategic value

Driving strategic value means helping the organisation perform in the short and
long term. Alison Grace (National Express) summed up as follows: ‘HR adds
value when it delivers stuff that makes a positive difference to the business, which
means addressing those areas that need to be addressed in each business and not
by adopting a “this is good for you/everyone is doing it” approach. It is about being
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relevant, about identifying a change agenda and then helping the business deliver
this agenda’. This means being clear about what really matters to the organ-
isation. This was echoed by Martin Moore (Royal Mail) who also emphasised
that strategic value was delivered when HR was at the heart of change. For lan
Muir (ESAB), delivering strategic value means building an engaged workforce
so that a performance edge is created through people. Roger Cooper focused on
HR’s strategic role in working issues proactively, in creating healthy organisations
and in identifying and managing risk.

An excellent example of strategic value-add can be seen in National Express
Group when Alison Grace was their Group Leadership Development Director and
which is presented in the case study below.

Case study — National express

When Alison Grace became Group Leadership Development Director, National
Express Group had no previous experience of HR contributing at a group level.
The business was devolved and operated as largely stand alone business units.
As an organisation of 30,000 people operating in the UK, North America and
Spain, there was a strategic need to develop future leaders. In rolling out a
framework called DNA — Driving National Express Achievement — it could be
argued that the HR team put in place the kinds of people processes you would
expect to see in any large organisation: a leadership capability framework; a
talent management process; new reward arrangements; common leadership
development programmes, etc. However, DNA was more than this. As Alison
Grace explains: ‘DNA was a vehicle for the business to ask and answer

some critical questions it needed to ask, for example, “how far should we be
integrated as a group of businesses?”” and “what drives high performance in
our businesses?”” Although led from HR, this work created a series of powerful
conversations and debates at senior levels in the business. It meant HR
challenged prevailing business thinking and helped shape the strategic direction
of the organisation. Through this challenge, the business took the opportunity
to put greater professionalism into core people processes such as performance
management, reward and talent. It also gave people the opportunity to set
expectations concerning the type of leadership the business needed. This work
was the precursor that enabled discussion and decisions to be taken about a
National Express Group brand and gave people an opportunity to get excited
about being part of National Express Group rather than just their business unit’.

So in this example, the development of a leadership strategy provided a
catalyst in helping the business engage in a conversation about the kind of
organisation it needed to become to deliver high performance.
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Reputational value

Reputational value has both an internal and external focus. Internally, it is about
whether people think this is a great place to work, whether they would recommend
people to work for the organisation, whether they speak highly of the organisation
publicly. How this translates into value is whether people’s regard for the organi-
sation makes them want to go the ‘extra mile’ — whether they are prepared to give
high levels of discretionary effort to get the job done — and whether organisations
are able to hold on to those people, ‘key talent’, they need to. This is a key compo-
nent of employee engagement and, we believe, an under-emphasised facet of the
employer brand. Externally, it is about how multiple stakeholders (shareholders,
customers, governments, potential employees, etc.) perceive the organisation and
whether it is an organisation they want to do business with. In the ‘war for talent’
reputation differentiates employers. How differentiation is achieved is through the
employer brand, good governance, corporate social responsibility, public report-
ing and leadership. In the public sector, public value can also be added to this list
(Martin, Reddington, & Alexander, 2008).

John Kay, one of the UK’s leading economists, has argued that reputation is one
of only three bases on which companies in developed economies can compete (the
others being brand and knowledge) — and that all three rest on an organisation’s
ability to develop strong trust relations with multiple stakeholders. We all know
that good reputations take many years to develop but a very short time to destroy.

What does this mean for HR? This is probably the area where HR functions
have the most work to do. Below we identify four implications.

First, the kind of employer you are matters — not just for current employees but
to multiple stakeholders. How you communicate yourself to the public matters.
Ethics, social responsibility and corporate stewardship count.

Second, there will undoubtedly be an increasing requirement for greater public
reporting on the people aspects of organisation — whether mandatory or voluntary.
Whether we call these people profit and loss accounts or human capital accounts is
immaterial. Greater public scrutiny of the investment made in people will be a fea-
ture of greater regulation and an enhanced role for government in the economy. An
example of this is the increasing requirement on firms tendering for government
contracts to report on measures to ensure non-discrimination at work.

Third, corporate governance will receive stronger attention, particularly exec-
utive compensation. Organisations will need to be more accountable than ever
before about the way people, especially senior executives, are rewarded.

Fourth, employer branding will become a key way for organisations to
differentiate.

Robert Peston, the BBC’s Economics Editor, expressed well the challenges
faced by organisations in driving reputational value when he wrote (8 December
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2008): ‘“Those running our biggest commercial businesses will have to be more
visible. They’ll have to manifest a genuine understanding not only of the anxi-
eties of their employees but of all taxpayers. Those chief executives who suc-
ceed will be those who imbue in their businesses very simple, commonsense
standards of decency. And they’ll almost certainly be paid less for doing so’.

An example of how an organisation has taken deliberate steps internally to
build reputation (to address both an internal and external audience) is at KPMG.
We present this case study below.

Case study

KPMG in the UK has won the Sunday Times Best Big Company to Work
for three times in the past 5 years, winning in consecutive years 2008 and
2009. These awards are based largely on the views of KPMG employees. This
level of external recognition was not always the case. Back in 2004 KPMG
UK faced significant obstacles to achieving its goal of becoming the best
professional services firm experiencing significant retention, morale, people
management and development issues. In response Managing for Excellence
was introduced and stands at the heart of KPMG’s people strategy. Its aims
are straightforward — to professionalise the way people are managed: to
embed effective line management. What it has achieved in practice marks a
culture shift in the way that people are managed and developed: moving the
focus from process compliance to a people centric. The results have been
dramatic not least a halving of employee turnover and year on year increases
in employee engagement. As Rachel Campbell, Head of KPMG’s Global
People, Performance and Culture and partner in the UK firm says ‘Achieving
sustainable competitive advantage is all about attracting, developing and
retaining diverse talent and doing it better than our competitors. Our people
strategy is not just about securing competitive advantage, it’s also about
defining what sort of firm we are, what we stand for. It’s about doing the
right thing by people even when it’s difficult — especially when it’s difficult.
It’s about being open, honest, fair, consistent, fulfilling promises, keeping
confidences. All of these are important in their own right and they are all at
the heart of Managing for Excellence’.

Challenges for HR

Challenges remain for HR to truly deliver value. Using the Ulrich and Brockbank
criteria set out in the ‘Value creation — what it means and how it is created’ section
would be a good starting point to frame a discussion on HR value add. Similarly,
engaging colleagues in HR and other parts of your organisation in thinking through
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the four drivers of value presented in Figure 3.3 — identifying what HR does well/
could do better would also be an excellent starting point. Whichever you use, the
important point is that you do something to understand what stakeholders in your
organisation value about HR and to identify what HR can do to raise its contribution.
So that is the first challenge: Ask your stakeholders what they value about HR.

In our discussions with senior practitioners we identified four other challenges:

Challenge 2: HR must understand the critical drivers of success in their organi-
sation. How do HR professionals see their world? When we talk about our organisa-
tions do we see them through an HR lens or a business lens? An example given to us
by one of our practitioners referred to a meeting they once attended when a senior
group of HR business partners were each asked to present their business unit to
their colleagues to build understanding of the whole business. Clearly this is a wor-
thy objective! However, what was presented focused on headcount numbers, payroll
costs, organisation charts, spans of control and turnover. There was no focus on stra-
tegic goals, critical business issues, change challenges, leadership capability/bench
strength, etc. This is a good example of changing the way we think about what HR
is and ensuring that we understand what makes our organisation successful.

Challenge 3: We need to change the way we engage with our stakeholders. So
many HR professionals still struggle with the notion of peer or upward challenge.
HR pulls its punches and this is not healthy nor will this approach help us add
value. As Frances Allcock (BBC) put it: ‘we need to bring a way of thinking and
working that is future orientated, commercially focused and data driven so that we
change the conversations we hold with business colleagues. We need to be pre-
pared to challenge, bring fresh thinking to the table and be courageous. Rather
than undermine relationships, this approach will build relationships as it is based
on getting the best outcome for the business and we all want that’.

Challenge 4: HR needs to shape and not just implement the change agenda. As we
enter a period of unprecedented economic change and uncertainty, the ability of organ-
isations to change quickly and purposefully is even more critical. Knowledge shar-
ing, collaboration, creativity/idea generation and capture are also significant challenges
faced by many organisations. We know that most change efforts fail to deliver the antic-
ipated benefits because organisations do not get the people side right. So there is much
to play for. We also know from our review of recent research in Chapter 1 that equip-
ping HR professionals so that they are skilled to play this role remains a challenge.

Challenge 5: We need to keep working at delivering transactional and process
value. For those HR functions that have already delivered significant savings, the
ongoing challenges are to:

m keep refining the cost base to realise further productivity gains;
m assure data integrity through quality controls;
B deliver information in a ‘manager-friendly’ way;
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m provide timely and accurate advice — whether through on line or help desk
support;

m deliver real data insights;

m produce stronger, data driven, business cases showing how proposals will
impact organisational performance (including financial impact).

We believe that there is still much to be done in driving process value. As gen-
eration X becomes generation V (virtual) this personalisation of processes will
become even more important. (We develop this theme further in Chapters 4 and 13.)
Process value will not just be the domain of the HR function either, it will also
challenge managers to create the climate (on-boarding, recognition, freedom to
perform, releasing people’s skills and talents, etc.) for people to succeed.

How might you respond to these challenges? Here are some suggestions:

m Think of your organisation, the context it finds itself in, its overall goals and
some of the dilemmas you may need to work through, for example, you may be
asked to reduce headcount and raise levels of employee engagement. Then use
the four value drivers to identify what areas are most likely to drive value in the
short and medium term.

m Consider who you are driving value for. As the Lepak research suggests there
are likely to be multiple stakeholders and you need to think what matters to
each. If you do not know, think about how you might find out, for example,
if you do not normally get exposed to what investors want talk to investor
relations or colleagues who may know.

m Thinkaboutrelevant measures of value. Thisisnotabout ‘measurement frenzy’.
Identify a small number of lag (measuring the past, e.g., profit per employee)
or lead (setting goals to be reached in the future, e.g., to be recognised as one
of the top 50 best places to work within 3 years) measures.

m Engage with relevant people in order to identify how to move work forward in
this area and how to put in place an appropriate range of measures.

In this chapter, we have set out our thinking on how HR adds value. We have
highlighted the importance of contingent thinking and the engagement of multiple
stakeholders with regard to value creation. We have identified four drivers of HR
value: transactional value, process value, strategic value and reputational value.
Many HR functions have already taken significant steps to ensure that HR is value
adding. However, challenges remain and we have identified five key challenges
for HR functions to address.
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Part 2

The Case for Change

Part 2 focuses on making the case for HR transformation.

Chapter 4: People and Technology presents recent CIPD research and practitio-
ner experience on the actual and potential use of Web 2.0 and social media tech-
nology by HR functions.

Chapter 5: Envisioning the New World of HR sets out a process and practical
tools that will help you to engage stakeholders on how well HR is currently being
delivered in your business and the future HR delivery model you want to create.
This is a critical phase of the transformation journey and frames how HR will
deliver value in the future. The chapter presents envisioning tools that are helpful
irrespective of whether you are just starting out or are already on a transformation
journey and want to re-energise for the next phase.

Chapter 6: The Business Rationale naturally follows envisioning and explores
the key considerations in developing the business case for HR transformation
and, in particular, the case for capital investment in HR information systems. In
addition to defining benefits and costs (the so-called ‘hard’ elements of the case),
the approaches to building business commitment are also explored (the so-called
‘softer’ elements of the case). Taken together, these hard and soft elements build
commitment and credibility and establish the foundations for transformation.

Chapter 7: Stakeholder Engagement and Communication provides practical
tools that enable you to understand who your key stakeholders are and their likely
reactions to your HR transformation proposals. We also present ways to move
stakeholder opinion away from resistance to commitment.
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People and Technology

Technology is a powerful tool that can be used internally within HR to improve
performance, reduce costs and improve access to services, as well as being
used externally to change the way that people management is delivered by the
line.

The range of available technologies can be bewildering. At one end of the spec-
trum there are professional packages which deliver HR databases and payroll sys-
tems, which can also be integrated with other back office services such as finance
and procurement. Whilst at the other end of the spectrum there are interactive Web-
based tools that enable organisations to engage with staff in virtual forums and
blogs and issue courses and communications to iPods, mobile phones and hand-
held devices. In the middle of this spectrum are self-service tools which automate
and simplify core people management processes such as sickness absence, perfor-
mance management and leave.

The challenge is to understand which technologies are most appropriate for
your organisation and your objectives for HR transformation and how to identify
and select these technologies. The right technology can be a powerful enabler in
transforming the HR service and the way that people management is delivered in
your business. The wrong technology can be an expensive mistake which under-
mines the credibility of HR and the services that are delivered.

Key themes

m The range of technologies that are available are many and varied. Packages exist
which run payroll, deliver a HR database, deliver self-service and integrate HR
with other back office services such as finance and procurement. Packages
are also available which exploit Web technology to support online recruitment,
online learning and development and to create virtual environments in which
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it is possible to engage in a two-way communication process with staff.
Technology, including Web 2.0, is opening up new ways to deliver key people
processes and engage with staff.

m The key to choosing the right technology is to understand how you cur-
rently use technology, what you wish to change within HR and people
management and to be clear on what you want from technology. This
provides a clear scope and criteria against which to select a package or
different packages.

m Web 2.0 creates opportunities to add business value by improving employee
engagement and collaborative knowledge sharing. A multiplicity of options
is available and HR practitioners need to be aware of their uses and not left
behind in the groundswell of interest which is driving these new social media
technologies.

This chapter will provide a brief overview of the key technologies that are cur-
rently available, how to determine what is right for you, how to select the right
packages and what issues to consider when choosing how to deploy and deliver
these technologies. A number of leading edge models are described with case
illustrations.

Informing the people and technology debate

There is a rich seam of literature which addresses ‘people and technology’ and
in broad terms the themes which arise are set out diagrammatically in Figure 4.1
based on the work of Martin (2005). The appearance or promise of liberation,
empowerment and decentralisation is shown with its contrast of control, domina-
tion and centralisation.

Different forms of technology and technological change have been at the heart
of many of the issues concerning the management of people and the work of human
resource professionals for many years. In more recent times, however, these issues
emanate from the role of newer technologies in transforming societies, transform-
ing economic progress and in how we work in such societies. Excellent overviews
on different aspects of the role of information and communication technologies
(ICT), the ‘new’ economy and work can be found in the work of Castells (1996),
Coyle and Quah (2004), Slevin (2000) and Taylor (2004). This has resulted in a
renewed interest in the relationship between these new technologies and the man-
agement of people (see, e.g., Malone, 2004; Nathan et al., 2003).
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Knowledge-Intensive
organisations and work

The Dis-empowered The Empowered
Knowledge Workers Knowledge Workers
Technology used to Technology used to
control, dominate and liberate, empower and
centralise decentralise
The Dis-empowered The Empowered
‘Drudges’ ‘Craft’ Workers

Knowledge-routinised
organisations and work
Source: Martin, 2005

Figure 4.1 Contrasting impacts of technology.

These more macro and intellectual concerns have been accompanied by the
actual influence of technologies on the practice of human resource management.
For example, Sparrow, Brewster, and Harris (2004) singled out technology as a
transforming force, especially in the e-enablement of HR and its impact on the
creation and transfer of knowledge.

As we have explained in earlier chapters, signs have been mounting for some
time that previously accepted concepts of organisation and strategy have come
to an end. The fundamentally Newtonian paradigm of organisations as machines
and strategy by numbers has given way to structural change that shifts the empha-
sis from physical inputs and outputs to intangible ones such as knowledge,
learning, creativity and initiative. The old paradigm of top-down control and hier-
archical organisation appears to have exhausted its capacity to generate innovative
responses to turbulent business conditions and intensifying global competition —
indeed, far from fostering innovation, many managers feel it is holding them back.

The preliminary analysis of the literature — old and new — helps to inform the
debate about the impact of, and relationship between, new technologies and peo-
ple management. It suggests that these technologies are a moving target, which is
likely to pose new problems and new contexts for organisations, especially as they
move into newer stages of technological development.

With the new knowledge-based technologies advancing at a rapid pace, people
management becomes an important mechanism for challenging the ‘forces of con-
servatism’, whether found in management or the workforce, and hence enabling
organisations to more rapidly translate investments into better performance. This
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implies that in a knowledge-based economy, organisations certainly need to invest
more in research and development, technology and capital equipment and skills,
but these are not sufficient in themselves to make a step change in performance.
Therefore to work, they need to be knit together in a truly people-centred business
model, working as a system to learn and improve the offering to customers.

In Chapter 3, we attempted to explain how the business models of organisations
exert an array of competing pressures on HR functions, which create ambiguities
and tensions in what it delivers, how it delivers, how effectively it delivers and to
whom it delivers (Martin, Reddington, & Alexander, 2008).

To deliver HR strategy, organisations typically respond to the competing
pressures with a mix of re-organisation of the HR function itself and new ICT
approaches. The re-organisation of the HR function involves new HR service
delivery approaches models, often based on a tri-partite model of shared services,
centres of excellence and strategic or business partnering along the lines recom-
mended by Ulrich and Brockbank (2005) with outsourcing and, in some cases,
off-shoring of key services, especially shared service centres (see Chapter 8 for a
more comprehensive explanation of these alternatives). The introduction of ICT,
often in combination with new HR delivery models can then rationalise or trans-
form HR’s internal operations (Reddington, Williamson, & Withers, 2005).

It should be emphasised at the outset that these organisational, process
re-engineering and ICT solutions are interdependent. Without progressively
sophisticated ICT, new HR delivery models would not be as effective: indeed
it is the increased reach and richness of technology-enabled information and
organisational learning that have facilitated simultaneous centralisation and
delegation of decision-making in HR, cited by academics, observers and prac-
titioners as the single most important claimed distinctive capability of new HR
delivery models. One of the logical consequences of these developments is the
potential ‘virtualisation’ or, at least, significant ‘leaning’ of HR which results
from simultaneously reducing the numbers of specialists required to deliver
HR services internally while improving the quality of these same services and
developing new HR business models.

The introduction of technology, therefore, offers the potential to transform HR’s
role. It promises to do this by:

m increasing the HR function’s influence as consultants focused on the needs of
managers and employees;

m enabling new flexible and responsive methods of delivering HR services, such
as self-service via the Internet or Intranet;

m expanding HR’s reach as the experts of the organisation’s people processes and
the developers of value propositions for different employee groups.
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Thus, the ‘bandwagon’ of technology-enabled HR solutions seems to be growing
at a rapid rate driven by some evidence of promising practices and positive evalua-
tions of technology and outsourcing projects. However, this bandwagon in support
of technology adoption is also fuelled by some ‘dangerous half-truths’ or ‘total
nonsense’ (Pfeffer & Sutton, 2006).

To address the various challenges set out earlier, we now offer advice, sup-
ported by theoretical frameworks which are based on recent research and case
study evidence. Our collective experience gained through working with a variety
of companies to transform their HR functions through the design and implemen-
tation of technology shows that technology investments are frequently under-used
and do not release the full benefit to the organisations concerned.

Technology choices and architectures

It is important to understand that any HR technology implementation requires a
‘core’ HR system. This is often referred to as the Human Resource Information
System (HRIS) and is the primary transaction processor, editor, record keeper and
functional application system that lies at the heart of all computerised HR work.
Figure 4.2 highlights the factors that influence the overall technical solution,
which will comprise the core HR system and other functional elements. How each
factor impacts on the various elements of the solution depends on the importance
that an organisation applies to each. However, all these factors will have a signifi-
cant impact on the overall cost (see Chapter 6). For example, legacy systems could
be used ‘as is’, ‘upgraded’ or even ‘replaced’ by newer, more advanced systems.
These decisions depend on factors such as the capabilities of the legacy systems,
the nature and scope of existing contracts with third parties, and the expected
functionality required in the long term. Each choice will have a cost and benefit
which has to be weighed against the desired outcomes. Further elaboration of
these considerations can be found in Table 4.1.
Essentially, there are four options:

m Option I — HR core system with integral modules that can be ‘switched on and
configured’ to create a ‘single’ HRIS.

m Option 2 — HR core system with modules bought, configured and hosted
separately (still on internal networks) and connected back to the core system.

m Option 3 — HR core system with modules hosted and managed externally and
connected back over the Web to a core system — also known as application
service provision (ASP).

m Option 4 — Outsource of all systems including the core HRIS.
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Figure 4.2 Factors that drive the technical approach to technology adoption (adapted from
Field, 2008).

The benefits and disadvantages of these options are outlined in Table 4.1. The
decision about which option to take is most important because it affects the com-
plexity of the build, architecture and cost.

Note: it is possible to have a combination of options 2 and 3 where some mod-
ules are outsourced and others are hosted internally.

Planning the elements of the technology project

The timing and sequencing of the different elements of the technology proj-
ect are key to successful implementation. To realise an integrated solution,
it is important to understand the technical and data requirements for each
stage of the development. Figure 4.3 highlights the underlying system archi-
tectural requirements within the context of a four-stage technology-enabled
project road map. This sequencing of the development is equally important
when considering the change and training requirements at the implementation
stage of the project, for example, by introducing discreet levels of functional-
ity into the organisation so as not to swamp the potential users with complex
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Table 4.1 Benefits and disadvantages of each of the main technical options (Field, 2008)

Benefits Disadvantages
Option 1:  m Predefined process m High cost of implementation and
company M Low complexity of data licensing
system connectivity between modules M Rigid process structure leads
m Relatively low level of internal to system driving process re-
IT support for implementation engineering rather than system
and operation required adopting best fit for organisation
B FEase of upgrades and regres- W Difficult to configure beyond
sion testing over system basic look and feel
B Similar user functionality B Some modules are not necessar-
across all modules ily ‘best in breed’
B Ease of reporting across modules B Can require constant external
B Organisation management operational support if there are
and workflow engines span all ~ low levels of IT skills within the
modules organisation
Option 2:  m Allows ‘best in breed’ pur- ® Complex connectivity issues
separate chase of each HR module between individual modules and
internal W Potentially allows for a core system
modules ‘cheaper’ option than the m Higher levels of support required
and core core HR system for each separate system
HRIS W Ability to negotiate better m User interfaces have to be con-
prices for each module figured more heavily to ensure
B Allows system configuration consistency in the user portal
for each module to match m Workflow and organisation man-
company processes better agement and reporting become
more complex to manage across
different systems
Option 3: W Managed services require B More expensive for a managed
internal less internal HR and IT skills service
core B Particularly good for complex B HR has reduced control over deliv-
HRIS HR modules that require a ery of services to the business
with ASP high degree of skill, for exam- B Complex connectivity issues with
modules ple, benefits management and core internal HR systems
pensions management B Increased configuration to ensure
B Less operational risk to HR. standard user interface
No requirements to keep on B Increased complexity in manag-
top of change, legislation and ing workflow organisation man-
good practice agement and reporting
B Reduced complexity in HR ~ ® Increased complexity in security

cost planning

across the net, encryption and
single sign on for users

(Continued)
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Table 4.1 Benefits and disadvantages of each of the main technical options
(Field, 2008)—cont’d

Benefits Disadvantages
Option4: W Reduces risk to the business B High cost
outsource M Reduces requirements for B Could involve significant,
all HR admin and IT skills in detailed process mapping and
systems the business long implementation time table if
B Reduces complexity of cost existing operational arrangements
planning and resourcing in within client organisation differ
HR markedly from those of the
m Fully managed and outsource provider
supported service B Complex contracts and services
B Contracts and SLAs to levels have to be agreed in
support required service advance
levels B Rigid service delivery to the
B Economies of scale and organisation
ability to share good practice M Ad hoc and unforeseen services
across all outsource clients create high cost for the business
B Lack of control over service
provision
B Loss of administration skills
internally

operations. Also, developing the technology-enabled HR service brand and not
over-stretching HR’s ability to support the systems will all become important
criteria in the overall success of the project. These factors are discussed in
more detail in Chapters 10 and 11 where we discuss the implications for the
capabilities of the HR function and the wider organisation during technology
implementation.

The timing and sequencing of the different elements allows the HR function
to articulate its vision for the project and forms the basis of a more detailed
business case with which to persuade the organisation to make the investment
decisions — see Chapter 6 for more information about development of the busi-
ness case.

At this stage, it becomes apparent which modules must be delivered first to
create a ‘foundation layer’ for the services that follow. Importantly, it provides
a graphical illustration of investment that must be made “upfront’ with the pros-
pect of minimal benefit until other modules are added or integrated to provide
progressively more advanced services.
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Figure 4.3 Phased steps to a comprehensive technology-enabled HR service.

To assist practitioners with these considerations, Table 4.2 sets out some
key factors that shape the technology architecture and associated outcomes
and refers to other chapters that deal more comprehensively with each
factor.

Another way to inform the decision-making process is to undertake an analysis
of where your organisation is positioned on the ‘maturity scale’ set out in Figure 4.4.
Key questions to ask are:

® Where are we on this model?

® Where do you want to be?

® What needs to change in HR and the business and what do you need the tech-
nology to do?

The answers to these questions inform the ‘starting’ and envisioned ‘future’ posi-
tions, which in turn influence the approach to technology adoption. More relevant
information about evaluating the current and envisioned future state of HR’s
delivery model can also be found in Chapter 3.
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Tahle 4.2 Factors influencing the adoption, implementation and integration of technology-
enabled HR (based on Martin et al., 2008; Reddington et al., 2005; Shrivastava & Shaw, 2004)

Factors Examples Chapter
(1) The drivers W Transactional — that is, cost reduction, Chapters
behind the automation, productivity? Improving the delivery 5, 6 & 8
implementation of HR services and improving managers’ ability
of the technol- to make informed decisions

ogy-enabled HR
service model

(2) The approach to
needs/require-
ments analysis

(3) The approach
adopted to
technology and
suppliers

(4) Expectation
setting

(5) The approach to
implementation

Transformational — that is, about creating
cultural or organisation change, releasing HR
professionals to focus on value-added activities

Time made available and the quality and Chapters
experience of the analysts 7&11
The extent and variety of stakeholders included

(e.g., senior management, IT professionals,

employee reps., etc.)

The nature of analysis: whether the analysis was
process-driven (i.e., buy technology that fits the

existing processes) or technology-driven (i.e.,

adapt the processes to fit the chosen technology)

The number of vendors approached and how Chapters

they were assessed 4,8,10&
Building technology in-house versus buying 11
technology

Whether a single HR system is procured or
different modules from different suppliers are
sourced (the ‘best of breed’ approach)

The extent to which the organisation is willing
to change or adapt its processes to accommo-
date the technology

The extent to which the internal IT department
itself is willing and able to work with HR or
place technology-related HR requirements as a
priority within its IT strategy

The degree to which expectations were accu-  Chapter 7
rately set by the technology supplier(s) to HR,
and by HR to the wider business

If the decision is to buy off-the-shelf

technology, the extent to which it is customised

(changed) versus configured (‘vanilla’)

Whether deployment is phased/incremental or ~ Chapters
‘big bang’ 4,8&11
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Table 4.2 Factors influencing the adoption, implementation and integration of technology-
enabled HR (based on Martin et al., 2008; Reddington et al., 2005; Shrivastava & Shaw,
2004)—contd

Factors Examples Chapter

(6) The manage- B Change within the HR department(s), including Chapters 7,
ment of change job losses, job changes, re-skilling 10 & 11
B The need for and provision of training to
both HR people and other users, for example,
managers and employees
B The use of senior and/or local champions to
promote adoption
B Whether or not a pilot system is deployed initially
(7) Outcomes B Whether broader cultural or organisational change Chapters
is attempted as part of the implementation, or left 4, 8 & 12
until the technology is embedded in operational
practice (Transformational Outcomes)
B Whether cost cutting is achieved and employ-
ees and managers appreciate and use new
self-service tools for transactional purposes
(Transactional Outcomes)

The emergence of Web 2.0

The previous sections of this chapter have been predominantly concerned with
technology systems that support interactions with a variety of user types such as
HR experts, managers and employees, and modern systems allow these interac-
tions to be performed through Web browser software. These systems, however,
mostly operate pre-defined processes, controlled by the organisation. The most
recent developments in Web-based technology represent a move away from pre-
scriptive, organisation-centred systems to collaborative Web-based applications,
collectively called social media technologies or Web 2.0.

This section, which draws heavily on a CIPD report by Martin, Reddington,
and Kneafsey (2009), describes the key elements of these new technologies and
how they are being used to support strategic HR initiatives.

The term Web 2.0 is now freely bandied around in the popular press and has
been the subject of recent articles in HR professional publications such as people
management. However, the available evidence on the use of these social media
technologies in Human Resource Management (HRM) and people management
(e.g., Birkinshaw & Pass, 2008) suggests that HR professionals have little under-
standing of the nature and potential of these technologies, though they are aware
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A

.

.

Scale of Maturity in People Management & Using
Technology

Employees

Happy to take responsibility for their own career
path, benefits, motivation, work scheduling &
leaving the business

Fully automated processes — no HR intervention

Intranet is the prime source of all HR policy and
instruction

Fully proficient at using self-service — available via
phone, email, Internet/Intranet

Tend to have few direct dealings with local
HR/happy to ring call centre if necessary

HR issues first researched using Intranet and
then via the service centre only if complex

Document management/scanning/filing handled
by HR data system

Becoming proficient at using self-service options
before calling HR General acceptance that their
line manager is responsible for people
management with regional visible HR support

Sometimes use local HR team for queries

Some automated HR processes and forms

Inclination is to rely on HR to deal with all
people related issues — 1:1 (face/phone)
consultation whenever requested

Tend to see store HR advisor as 1st point
of call for people management issues e.g.,
wage queries, policy advice

Mainly 1:1 (face/phone) issue handling or
referrals e.g., requests to change hours,
vacancy information, advice

Use basic self-service functionality — update
personal information, record holiday

Figure 4.4 Maturity model.
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Line Managers

Line managers design and deliver major people
management events (e.g., workforce planning,
grievance, disciplinary, identification of future
career path requirements, recruitment campaigns,
L & D programmes, CPR and performance
reviews, salary review)

Shadow HR ‘roles’/few if any additional resources
within the line

Intranet is the prime source of information and
manager self-service is used to record and
manage people transactions

Respected, capable managers of highly engaged
teams — grievance, disciplinary supported by
service centre and HR for highly complex issue

High levels of people management capability
driven by healthy investment

Understanding of the value of people related
activities to the bottom line

Most processes supported by technology and
managers using self-service support most people
management activities from absence manage-
ment career management to development

Task & people focused; less reliance on HR
support but still not taking of people management
responsibility

Deliver people management tasks as a tick list
rather than embedded when/? working with full
ownership.

Increasing levels of people management
capability with little involvement disciplinary,
appeals and grievance

Use self-service tools for absence management,
approving training and performance management

Primarily task focused; heavy reliance on local
HR support rather than taking on full people
management responsibility

Line managers integration with the HR function
in this limited role

“I'm here to manage the job, not the people”

Use basic self-service tools, such as approving
leave

Almost no involvement in disciplinary/grievance
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of the risks of allowing employees access to social networking sites at work and of
employee ‘misbehaviour’ on blogs and social networking.

According to experts in the field, these media have enormous potential to change
the way people collaborate, communicate, organise their work and give voice to
their opinions and expectations, especially when they are physically dispersed
across time and space. Equally important, they help organisations communicate
with and learn from a new generation of employees which have grown up with such
technologies — the so-called V(irtual) Generation. Because of these features, Web
2.0 offers HR professionals an opportunity to transform its ‘business model’ — new
ways of adding value to internal stakeholders and a more contemporary organisa-
tional architecture — to make a greater contribution to their organisations’ strategic
and reputational aims (Martin & Hetrick, 2006; Martin et al., 2008).

What do we mean by Web 2.07

Although at an early stage, a family of powerful Web-based technologies are being
adopted by some organisations to:

B encourage greater collaboration among employees, customers, suppliers and
partners;

B give customers, business partners and employees greater opportunity for more
authentic forms of ‘voice’ on issues that matter to them;

m help organisations, employees and potential employees learn about each other,
and share their knowledge and experiences to create organisational learning.

These ‘social and sociable’ media technologies have come to be known as Web
2.0, following the introduction of the term in 2004 by Tim O’Reilly, a media
guru. The most highly publicised of these technologies among HR professionals
are blogs, social networking sites such as Facebook, MySpace and LinkedIn and
virtual worlds such as Second Life.

Martin, Reddington, and Kneafsey (2009) research showed that it is perhaps
even more important than normal to be clear on our use of terms and our under-
standing of the key features of Web 2.0, why it is different from earlier, Web-based
applications and what its potential is forecast to be. So, we begin by setting out
a working definition in Box 4.1 below, culled from a number of sources (readers
might also wish to go to the Glossary of Terms in Appendix 1).

The important points to take away from this definition are the differences with
earlier non-interactive, Web-based technologies and the people-centred, rather
than organisation-centred, nature of these new technologies. To elaborate a little,
experts in the field have identified five characteristics of Web 2.0 that have enor-
mous importance for HR. These are described in Box 4.2.
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Box 4.1 Web 2.0, a working definition for HR professionals

Web 2.0 is different from the earlier Web 1.0, which focused on the

one-way generation and publication of online content. Web 2.0 is a
‘read—write’ Web providing a democratic architecture for participation,
encouraging people to share ideas, promoting discussion and fostering

a greater sense of community. In this sense it is a ‘people-focused’ Web,
embracing core elements of the philosophy and practice of modern human
resource and people management — conversations, interpersonal networking,
personalisation, authentic voice and individualism.

Box 4.2 The characteristics of Web 2.0

Participation and collaboration

Web 2.0 is driven by increased participation and collaboration among
users, most obviously apparent in social networking, social bookmarking,
blogging, wikis and multimedia online gaming. Indeed, it is these so-called
‘network effects’ that define Web 2.0 and make it so valuable — see case
illustrations later.

Openness

Web 2.0 has come about because of a spirit of openness as developers and
companies increasingly provide open access to their content and applications.
Good examples include the emergence of open source course material, online
encyclopaedias such as Wikipedia and Web browsers such as Firefox and
Google’s ‘Chrome’. For some writers, it is this open source element that is
the most important feature of Web 2.0, differentiating it from in-company
attempts to deploy social media behind their firewalls — so-called Enterprise
2.0 (see Box 4.6).

User control

Web 2.0 users control the content they create, the data captured about their
Web activities, and even their identities — they can choose to be anonymous,
create virtual identities or present their real selves. In the case of the latter,
Gordon Brown, the British Prime Minister and Barack Obama, the newly
installed President of the United States of America, have done broadcasts on
YouTube which have been viewed around the world.

Decentralisation and democratisation

Web 2.0 is also a decentralised ‘architecture’, relying on distributed content,
applications and computers rather than a centralised system controlled

by managers or IT departments. While decentralisation is necessary for

80




People and Technology

wider participation, openness and positive network effects, it is also the
most worrying aspect of Web 2.0 among many HR professionals because
of the potentially damaging effects of brands through the organisational
misbehaviour of ‘ranting’ bloggers (Richards, 2007) and because they are not
able to control corporate messaging.

Standards

Universal standards provide the basis for Web 2.0. Common interfaces and
creating and accessing content are the things that allow the decentralised
system to be created. This includes technologies such as XML, Java and
media streaming to MP3 players and mobile phones to help create content
available to everyone, as is the case with e-learning.

Modularity

Web 2.0 is built from many components from the bottom-up rather than
top-down, which gives it greater flexibility. For example, traditional pro-
grammes of learning through university degrees are built top-down, with
a ‘programme, course and module’ structure designed in that hierarchical
order. However, it is equally possible and desirable to build from the bottom-
up, creating highly flexible e-learning courses from standard ‘chunks’ of
learning (so-called learning objects) to create modules and then courses,
according to the individual needs of learners. In the same way, different
Web 2.0 applications and mechanisms can be aggregated and re-mixed to
create flexible outcomes that suit user needs. Personalised Google home
pages are good illustrations of this characteristic.

How does this affect HR?

There are undoubtedly challenges and degrees of risk associated with the adop-
tion, diffusion and exploitation of Web 2.0. So, despite most of the evidence
on Web 2.0 diffusion showing a rapid take-up among Internet users (Madden
& Jones, 2008), recent reports have noted some dissatisfaction among existing
users of Web 2.0 and conventional networking tools. And from the early survey
evidence, it seems that HR professionals continue to be reluctant innovators and
to be more worried about employee misbehaviour, their lack of control over these
technologies and the uses to which they are sometimes put (see Box 4.3).

These cases provides an important, if negative, justification for HR profession-
als to understand the challenges presented by Web 2.0 and to develop realistic HR
policies and programmes of education to prevent problems like this re-occurring.
While problems like this continue to dominate media headlines, our core argument
is that HR professionals also need to take advantage of the genuine opportunities
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Box 4.3 Employee misbehaviour on Facebook

The BBC Web site on 31 October 2008 reported that 13 cabin crew staff had
been dismissed by a UK-based airline for gross misconduct in misusing a
social networking Web site.

The misconduct related to claims by passengers that staff had used a
Facebook site to criticise safety standards in the airline and to use disparaging
language about its passengers.

The BBC reported the following statement from a senior airline
representative:

1t is impossible for these cabin crew members to uphold [our] high stan-
dards of customer service ... if they hold these views... .

[There] is a time and a place for Facebook.... There is no justification for
it to be used as a sounding board for staff of any company to criticise the
very passengers who ultimately pay their salaries... We have numerous
internal channels for our staff to feed back legitimate and appropriate
issues relating to the company.

A few days after this case appeared in the press, another UK- based airline
began an investigation in Facebook postings by employees who described
passengers as ‘smelly’ and ‘annoying’.

The Economist article in which this appeared said that this ‘public relations
disaster’ occurred despite the airline having a policy that ‘forbids employees
posting online information about the firm without specific authorisation’
(Economist, ‘Losing Face’ 8 November, 2008, p. 82).

created by Web 2.0 to enhance collaboration, learning, employer branding and
employee voice; if they fail to do so, they are likely to be left behind in a ‘ground-
swell” which is forecast to take root among new generations of employees (Li &
Bernoft, 2008; Schuen, 2008).

Leaving aside for the moment the genuine problems posed by the cases set out in
Box 4.3, support for our more optimistic and strategic view comes from evidence
produced by academics, consultants and application providers. The weight of this
evidence is that Web 2.0 is emerging as a major force in altering how organisations
function and in the business models they employ. One such example comes from
John Chambers, CEO of Cisco, who recently claimed that Web 2.0 is the ‘future’,
causing him to change the direction of his company. As he pointed out, ‘... We are
moving our company as fast as we can to collaboration and Web 2.0 because of its
potential for significant impacts on productivity and product design’. Don Tapscott

82



People and Technology

and Anthony Williams (2008), authors of the best-selling book Wikinomics made
even more extravagant claims that Web 2.0 social media are ‘... the biggest change
in the organisation of the corporation in a century ...’.

So, if HR professionals are to be judged by these prophesies and the sheer
volume of current articles, books, blogs and discussion in media and technology
publications, they could be forgiven for thinking they are in danger of being left
behind in the race to become virtually connected to everyone and anyone in their
social and work-related networks.

Having sifted through a significant body of evidence which includes apparent
‘hyperventilation’ from technology gurus and the more sanguine evidence from
various surveys, we are drawn to two drivers, identified in the Martin, Reddington,
and Kneafsey report (2009), which offer significant valueadding opportunities to
organisations and to the HR function. Our confidence is premised on two related
arguments. The first of these is the generational driver, encapsulated by Adrian
Sarner — see Box 4.4. This is evidenced by various claims made for a distinc-
tive V-generation of ‘digital natives’ or ‘networked employees’ (Madden & Jones,
2008; Prensky, 2001; Sarner, 2008), which has grown up working, learning and
communicating with social media, more prosaically illustrated by the rapid growth
of social and professional networking sites such as Facebook, MySpace, Bebo and
Xing (Economist, 27 September, 2008).

The second driver is the need for organisations to collaborate to add value in
modern economies. Collaboration is essential for knowledge creation and inno-
vation among organisations; however, collaboration costs money, especially in
large-scale, geographically distributed organisations. One of the promises of

Box 4.4 The V(irtual) generation

Among the most recent attempts to set out a new group of online users is one
by Gartner, a leading firm of technology consultants, which coined the term,
Generation-V. This term encapsulates multiple age groups which make social
connections online. As Adam Sarner, one of Gartner’s principal consultants
writes:

Unlike previous generations, Generation Virtual (also known as
Generation V) is not defined by age — or gender, social demographic or
geography — but is based on demonstrated achievement, accomplish-
ments and an increasing preference for the use of digital media channels
to discover information, build knowledge and share insights. Generation
V is the recognition that general behaviour, attitudes and interests are
starting to blend together in an online environment.

(Sarner, 2008)
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Web 2.0, however, it that it can substantially reduce the costs of such collabo-
ration, especially when these forms of virtual communication become standard
in organisations. These so-called economic networking effects not only rely on
cost reduction claims but also on better quality decision-making and knowl-
edge creation. The ‘wisdom of crowds’ thesis, which underpins applications
such as Wikipedia (Tapscott & Williams, 2008), states that collective intelli-
gence by groups often results in better decision-making than could be made by
any individual.

So, by using these social media technologies with customers, business part-
ners and employees, they help organisations substantially improve their business
performance in five important ways (Li & Bernoff, 2008):

m by more effective ‘talking’ to employees and other stakeholders;

m by more effective ‘listening’ to employees and other stakeholders by giving
them more effective forms of voice;

m by ‘energising’ key employees and stakeholders to spread key messages;

m by ‘helping’ employees and stakeholders to support each other;

B by ‘engaging’ employees and other stakeholders as collaborators in value add-
ing activities.

Getting the most from Web 2.0

These points are elaborated in the model shown in Figure 4.5, which links Web-
based user inputs with HR outputs.

Some Web-based user inputs will be familiar to readers, such as online text,
images, video and instant messaging; other inputs may be less familiar, for
example, podcasting, video, online voting, social book-marking, tagging and
subscribing to RSS feeds (see Appendix 1 for a full Glossary of Terms). The
important point to understand about these user inputs is that collectively they
create value for organisations through network effects. Network effects describe
how early adopter individuals and organisations rely on other users to build up
online ‘traffic’ and turn them into a standard form of communications. The more
people are drawn into using these technologies, or are compelled to use them,
the more viable the system becomes for all. This is how email and the Internet
developed into a standard system of communicating among two-thirds of the
total American workforce that have been labelled ‘networked workers’ (Madden
& Jones, 2008). It is also what is behind the thinking in some of the case study
examples shown in Box 4.5, which seek to build on the power of online discus-
sion forums, wikis and blogs.
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-

Employee
and Other
User Inputs

Social Media
Technologies

Web content in Widely available

the form of examples include:
text, images, Blogs
ppdcasts and Wikis

videos

Media sharing sites, e.g.,
Flickr, YouTube

Social networking, e.g.,
Facebook, MySpace,

Opinions in the
form of online

rating or LinkedIn
voting, sharing Online gaming and
useful Web virtual worlds, e.g.,
pages etc. Second Life

RSS feeds
Applications, Social bookmarking
such as
widgets (e.g.,
Google
gadgets)

HR Outputs

Resonating with the
V-generation’s
preferred forms of
communication and
learning

More effective
‘listening’ to
employees by giving
the new ways of
expressing authentic
‘voice’

More effective
‘talking’ to
employees

Motivating and
energising
employees by
mobilising key
influencers

Supporting
employees by
providing them with
new tools for
collaboration,
learning and
engaging with
colleagues on
matters of mutual
interest

_

Figure 4.5 The Web 2.0 system and people management (Martin, Reddington, & Kneafsey,

2009).

The impact of engagement and control on HR policy

The cases and discussion so far highlight two related sets of questions for the
future of Web 2.0 social media technologies concerning engagement and control.
Engagement by employees with these technologies and control over their use are
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Box 4.5 Case illustration: Discussions forums, online chat and message boards
in three UK government departments

UK government departments have a number of Web 2.0 and Enterprise 2.0
applications, the most widely used of which are chat and message boards, online
conversations, management blogs and podcasts. Given their relative success,
other departments are planning to use these technologies. Three good examples
are the Department of Communities and Local Government’s Director General
and Ministers Monthly Staff Webchat, the Department for Work and Pensions
Online ‘Staffroom’ Forum and Display Space and HR Revenue and Customs
(HRMC) Suggestions Scheme and Online Discussion Forum.

The Department of Communities and Local Government’s Director General
and Ministers Monthly Staff Webchat is chaired by a Director General. Staff
can ask questions directly to Board Executive members in an asynchronous
chatroom. The online chatroom has a formal agenda, and transcripts and
action points are fed back to Board members. The Webchat is marketed
internally through various channels of communication and usually attracts
over a hundred discussion postings a month.

The Department for Work and Pensions Online ‘Staffroom’ Forum and Display
Space is slightly different in providing feedback to senior civil servants on a range
of issues in which employees can ‘Have a Say’ on any issue they wish to bring up.
It also has a ‘Hall of Fame’ for celebrating success in the Department.

HMRC'’s online discussion forum is an important channel for employee
contributions to the corporate suggestion scheme, ‘Angels and Demons’.
Suggestions are being sought on how to improve work organisation and
processes, and on culture change, along the lines of the BBC’s Dragon’s Den.
According to the Web site, more than 12,000 HRMC employees had registered by
October 2007, 8000 had contributed to online discussions on specific themes and
500 innovative business ideas had been logged. The online discussion forum had
not required propriety software but had been developed using open source tools.

critical issues for organisations, which will determine the speed of adoption of
social media technologies and the value they create in enhancing communica-
tions, employee voice and collaboration.

Technologies and engagement
By engagement we mean whether employees:

m [dentify with a particular technology (does it help employees express their per-
sonal and organisational identity?);
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B [nternalise the technology’s built in values (does the technology embrace the
values they hold?);

m Feel a degree of psychological ownership over it (to what extent is the technol-
ogy ‘theirs’?).

So, with respect to Web 2.0 social media technologies, the key question we have
to answer is:

m How easy is it for employees to engage with a particular technology (or com-
bination of technologies) to collaborate, share knowledge, communicate and
express an authentic voice in their organisations?

By easy, we mean not just ease of use and access, but also these aspects of identi-
fication, internalisation and psychological ownership. Indeed, identification with
technological change by employees has been shown to be one of the key factors
in its acceptance. V-generation employees, as we have discussed and illustrated in
some of the cases, are much more likely to identify and engage with these social
media technologies than other generations.

Technologies and control

Control is another widely discussed and contested idea in management and
employee relations, especially in relation to the distribution of power between
employers and employees. In the context of Web 2.0, control seems to be expressed
as the answer to an important question:

m How easy or difficult is it for organisations to cope with the power employees
enjoy from easy access to decentralised and open forms of communication and
collaboration?

Four scenarios of communication and collaboration in organisations

Bringing these two ideas together — engagement and control — we can envis-
age four scenarios that describe modes of communications and collaboration in
organisations (see Figure 4.6). These scenarios might help us think about the chal-
lenges which HR faces and possible strategic choices over communications and
collaboration.

Scenario 1 — Traditional face-to-face communications and collaboration
This scenario represents the typical, existing face-to-face system of collaboration
and communications, the latter of which is typically conducted through the formal
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Easier for organisations

to control
Scenario 2 Scenario 4
Modern face-to- Enterprise 2.0
face
TRADITIONAL ENTERPRISE 2.0
MEDIA
Conventional
recruitment In-company
Wikis and blogs
Employee Knowledge
questionnaires management
Online
Project team discussion
Employee reps meetings
on working _
More difficult for parties/joint- Easier for emp_loyee_s to
employees to engage consultation engage and identify
and identify with | WEB 2.0 with

Traditional Open source

collective employee blogs

bargaining

Traditional
technologies of Facebook, You
learning and L Tube, Flickr, etc. Scenario 3
Scenario 1 collaboration A Laissez faire
Traditional face- Web 2.0

to-face

Difficult for
organisations to control

Figure 4.6 Scenarios for Web 2.0 (adapted from Martin, Reddington, and Kneafsey,
2009).

collective bargaining system. Union representation provides the main medium for
employee voice, and knowledge management and collaboration continues to be
viewed as a ‘contested terrain’. Knowledge and skills are seen as issues to be bar-
gained over since knowledge is power and not something to be readily given up by
employees, who seek to capitalise on their often tacit knowledge and skills.

In this scenario, the challenges to both managers and union representatives
are that:

m New generations of employees begin to use Web 2.0 technologies as a means of
expressing their own, often negative, voice, as unions are seen by an increasing
number of workers to be less relevant in expressing their interests (Willman,
Bryson, & Gomez, 2006), and

m Employees do not engage in much formal or informal collaboration and
knowledge sharing with one another since their tacit knowledge and skills are
their main source of power to enhance their careers at work.
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Managers view employees’ use of these technologies in a largely negative light,
often attempting to proscribe their use at work, or else ignore them as a means of
finding out what employees think and want to discuss.

Such a scenario may be typical of many organisations in traditional manufac-
turing and service industries, and in certain parts of the public sector with high
levels of manual and basic administrative grades.

Scenario 2 — Modern face-to-face communications and collaboration

This represents a modern, consultative system in which communications take
place through working parties, joint consultation and regular attempts to tap
into employee voice through attitude surveys and the like. Collaboration and
knowledge management are typically based on face-to-face team working, proj-
ect teams and traditional employer-centred knowledge management systems,
which attempt to capture knowledge, store it and disseminate it in a top-down
fashion.

Such a scenario is probably typical of most organisations in the UK in many
of the knowledge-intensive and creative sectors of the economy, including ‘pro-
fessional bureaucracies’ such as healthcare, education and professional services,
in defence, the prison and police services, and in industries such as financial ser-
vices (Birkinshaw & Pass, 2008). It is often the case that data protection in these
organisations is a sensitive issue, as are concerns over protecting brand identities
and the desire to exercise a duty of care.

HR’s role in this scenario remains focused on policing, rather than encourag-
ing, the innovative and experimental use of Web 2.0 social media. Thus, it is no
surprise that Richards (2007) found the majority of his blogger respondents com-
ing from these sectors.

Scenario 3 — Laissez faire Web 2.0

This represents a relatively anarchic situation in which some organisations
may find themselves in the not-too-distant future. Organisations may begin
in scenarios 1 and 2 but come to resemble a more decentralised system of
informal bottom-up communications and knowledge sharing as more and
more people, especially members of the V-generation, become employees.
Much communication becomes virtual, in which knowledge sharing and
employees voice their concerns outside of formal employer-controlled media,
especially in locations geographically and functionally distant from head
office among remote workers (CIPD, 2008) and among higher educated and
paid networked workers (Li & Bernoff, 2008; Madden & Jones, 2008; Sarner,
2008).
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It is this scenario that seems to worry a number of HR professionals in
those organisations represented by scenario 2. As we have noted it is the lack
of organisational control over Web 2.0 and the ease with which employees can
engage with various applications which causes many organisations and HR pro-
fessionals to worry about these social media, with some organisations plac-
ing outright bans on their use at work or substantially restricting the ability of
employees to access them at work. Time-wasting at work and the potential for
organisational misbehaviour by disenchanted employees has dominated the HR
agenda over Web 2.0.

The Government Communications Network’s (2007) review of social media is
particularly relevant here. Drawing on questionnaires to government departments
and interviews with specialists in the field, it found a number of barriers to a more
widespread adoption of Web 2.0 among various departments, even though as we
have noted, government ministers have begun using these techniques to commu-
nicate and engage users in dialogue. These barriers were:

m a lack of understanding and expertise among civil servants, especially higher
level ones;

m following on from this lack of understanding, a lack of high level support for
wider use;

m lack of data and uncertainties about the costs and benefits of various media;

m the risk of public exposure, damage to customer and employer brands and
general loss of control;

m the limitations placed on Web 2.0 by IT departments that did not want to dam-
age the integrity of their systems.

Underlying such concerns were the very features that make Web 2.0 attractive
to organisations and employees. These were its openness, the ease of use for
employees and users to engage with Web 2.0 technologies (spontaneity, conversa-
tional and democratic), its new rules of engagement and the different behaviours
required by civil servants and its newness and experimental nature.

Scenario 4: Enterprise 2.0

Enterprise 2.0 is recognition that social media technologies are fast becoming a
fact of life among the higher educated and paid networked workers and new gen-
erations of employees — see Box 4.6. This scenario is one where organisations
are driven by the V-generation or by the need to secure the collaboration and
voice of increasingly geographically dispersed workers, often in other countries,
working from home or who rarely visit head office locations. Organisations
attempt to regain control by developing the technologies of Web 2.0 inside of
their firewalls and encouraging or facilitating employees to make use of these
technologies.
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Box 4.6 Defining enterprise 2.0

McAfee defines Enterprise 2.0 ‘as the use of emergent social software
platforms within companies and their partners or customers’. He uses the
term ‘social software’ to describe how ‘people meet, connect and collaborate
through computer mediated communication and form online communities’.
Platforms are defined as ‘digital environments in which contributions and
interactions are widely visible and persistent over time’. Emergent means
the software is freeform, in the sense that people can choose to use it or not,
is egalitarian and can accept different forms of data. He rules out (a) open
Web-based platforms, such as Wikipedia, YouTube, Flickr and MySpace,
because they are widely available to individuals, (b) corporate Internets
because they are not emergent and (c) traditional email and SMS because
they are not persistent.

According to Andrew McAfee from Harvard University, who is usually
credited with coining the term ‘Enterprise 2.0’ in 2006, this route is probably
the most promising way forward for organisations seeking the benefits of
Web 2.0 but wishing to minimise the downside.

Figure 4.6 shows a potential trend away from the very open Web 2.0
towards Enterprise 2.0. The diagram also hints at the potential trend away
from traditional media used to give employees a say in decisions, such as
face-to-face representation in consultative committees, focus groups and
online surveys towards Enterprise 2.0 read—write media. Just as the Web
has allowed the so-called power law to operate in firms such as Amazon by
allowing them to cater to the long tail of profitable customers comprising
only 20% of its total sales (Anderson, 2008), so organisations can now reach
out to the long tail employees. These comprise previously marginalised or
disengaged groups who were not economically possible to reach or who
rejected the normal consultation process through union representation and
organisationally determined (and often meaningless to them) questionnaires.

In this chapter, we have set out the main factors involved in deciding on the
most appropriate technology applications and architectures, and their poten-
tial impacts on the user experience. These factors, elaborated by models which
are intended to allow the HR practitioner to make informed decisions, draw
on a variety of research, case illustrations and the collective experience of the
authors.
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Importantly, we have drawn attention to the latest developments in Web 2.0 and
used a systems framework to help HR professionals think about how Web-based
content in the form of text, images, videos, opinions and other applications can
be transferred through new Web 2.0 social media technologies into important HR
outputs. Perhaps most importantly, we have shown how these technologies can
and might be used to add strategic value to organisations. If HR professionals
are able to develop their thinking along these lines, they are likely to help their
organisations achieve their strategic goals through more effective people manage-
ment in a contemporary way that will connect with new and older generations of
employees alike.
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Irrespective of whether you are just starting out on your HR transformation jour-
ney or are initiating a new phase of HR transformation, it is essential that you
spend time working out what a transformed HR function looks like. We call this
‘envisioning’ and in this section, we address a number of key questions critical to
this phase:

® What is our starting point/current reality?

m What is the business imperative to do things differently?

m What would ‘different’ and ‘better’ look like?

m How do we start the process of moving from where we are to where we want to be?
m s there sufficient organisational energy to deliver the proposed change?

Key themes

m Whilst there are many common factors influencing the direction of HR, there
is no ‘one size fits all’ solution to HR transformation; that is, each organisation
will need to develop its own unique vision for HR transformation.

m HR transformation needs to be aligned with the goals and needs of your
business and the vision for HR needs to be one that encapsulates technology,
process, structure, culture and capability.

B A shared vision for HR needs to be developed quickly amongst critical
stakeholders.

B A range of envisioning tools can be employed effectively to stimulate discus-
sion and conversation, and ensure the speedy development of a shared vision.

m Envisioning is the springboard to build an effective and robust business case
for HR transformation.
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Five strategic opportunities

The proposition that HR needs to focus less effort on transactional/administra-
tive tasks and become more strategic in focus is not new. Over the past couple of
decades, much has been written about transition to a strategic HR function (and,
to be fair, in some organisations a great deal of progress has been made). Yet in
too many organisations, the identity of HR remains firmly in the transactional/
operational/advisory zones — comfort zones that often suit HR practitioners and
line managers alike.

Yet the opportunities for a more strategic and value-adding contribution from
HR are probably greater now than ever before.

Here are five opportunities that explain why:

1. Many critical organisational issues are about people/organisational development
Some examples of these issues are as follows:

m developing organisational cultures that will adapt quickly to external
change;

performing despite economic downturn;

raising organisational, team and individual performance year on year;
improving customer service;

delivering operational efficiency;

securing business benefits from capital investment/strategic projects;
attracting and retaining prized staff;

reducing overall personnel-related costs/managing workforce costs more
effectively;

improving management ‘bench strength’;

dealing with increased globalisation/scale/complexity in organisational
life;

increasing organisational flexibility;

driving higher levels of employee engagement;

improving the people management capability of line managers;

encouraging and capturing innovations.

The list could go on. Hopefully, you will recognise the relevance of many of these
issues to your business. The door of opportunity stands open for HR to be an
active contributor in each of these areas.
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2. Advances in technology

There are now many major players that offer enterprise-wide technology solu-
tions. This has enabled the HR function to make its business case for tech-
nological investment alongside other support functions, such as finance and
procurement. Although there is still likely to be debate in each organisation
concerning the extent to which Web-based HR will be adopted, there is now
sufficient critical mass to give organisations genuine cost-effective alterna-
tives. Additionally, the core HR Information System (HRIS) backbone offers
in-built ‘leading practices’ in HR processes and the ability to apply solutions
globally. HR not only has the opportunity to utilise technology, but now the
means to make a convincing business case for this investment as well.

The creation of Web 2.0 and social networking (addressed in Chapter 4) pro-
vides HR with even greater opportunity to use technology to engage with people
more effectively.

3. New organisational alternatives

In the past two decades, the management consultancy sector has grown rapidly,
offering genuine alternatives to the in-house HR function. At the strategic end,
consultants are increasingly stepping into the HR strategy and organisational
development spaces where the in-house HR function either has insufficient capac-
ity, or lacks sufficient capability to make a full contribution. At the operational
level, there are now many sourcing alternatives in the areas of recruitment, train-
ing and development, reward, HR policy development, etc. At the transactional/
advisory end, there are now serious players offering HR outsourcing, not just from
a technological infrastructure/transactional perspective, but increasingly pitch-
ing at a full service handling back office recruitment, learning and HR decision
support/advisory functions. The different approaches to sourcing HR services are
covered in more detail in Chapter 8.

4. Research linking developed people management practices and performance

There is now a growing body of research linking progressive people management
practices to superior organisational performance. Research undertaken by Becker
and Huselid (1998), for example, found that firms with the greatest intensity of HR
practices that reinforce performance had the highest market value per employee.
Their thesis is that improving HR practices can impact enterprise market value
quite significantly. Their conclusions are hugely challenging for organisational
leaders: that the best firms achieve strategic and operational excellence in HR.
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5. Clearer functional view on what a strategic contribution means

The emergence of the HR management movement and the contributions made
by academics (and especially Dave Ulrich) have helped HR find a greater sense
of identity. The HR roles set out by Ulrich (see Figure 5.1) have found resonance
within the HR community, and have become the starting point in exploring what
business partnership means for HR.

Strategic
Partner

Administrative
Expert

Employee
Champion

Dave Ulrich: HR Champions (1997)

Figure 5.1 HR roles.

Whilst the above developments suggest that there are some clear opportunities
for HR, the challenge for each HR function is to define for itself a way of making
a value-adding contribution that is right for its organisation. In a nutshell, there are
no ‘off-the-shelf” solutions, and unless HR is clear about the way it can add value,
the threat is that the business will turn elsewhere for that contribution and the in-
house HR function will become insignificant and impotent.

It is also true that aspiring to be in the top two quadrants of the Ulrich model
without delivering effectively in the transactional/administrative area will not give
HR business partners sufficient credibility with line managers for there to be a
serious conversation around strategy and change. HR functions must still deliver
on the basics if value is to be added and credibility gained.

Seven irresistible forces

While thinking about the new world of HR, it is important to recognise that there
are a number of external forces that will shape the future.

In the first edition of this book we listed, what we termed, seven irresistible
forces. In 2005 this was a bold claim. Some years on now we have revisited this
list to test whether they have, in fact, been irresistible. We can confidently state
that they are as relevant now as they were then. In many ways these forces have
been strengthened. So, as part of the envisioning process, these forces form an
important part of the context within which the new world of HR is envisioned.
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These seven irresistible forces are as follows:

1. Technology will play an increasing role in the way HR delivers value.

2. HR processes will continue to standardise around technology.

3. The HR administrative backbone will increasingly be delivered by centres of
expertise (Whether in-house shared service centres or outsourced service centres).

4. The shape of the in-house HR function will continue to change and HR staffing
levels will continue to decline, with the headcount profile shifting from adminis-
trative/advisory roles to higher value decision support/specialist/strategic roles.

5. The delivery of HR management in organisations will continue to disperse
across each of the delivery channels.

6. The need for HR professionals to bring a unique value proposition to internal cli-
ents will increase as line managers become more confident with self-service tools
and seize opportunities for genuine choice in sourcing professional HR support.

7. The outsourcing and/or offshoring of transactional, administrative, advisory
and specialist HR activity will continue to increase.

Using the above material

As this book has a strong bias towards application, we suggest that you engage
people with these irresistible forces to stimulate debate within and outside the HR
function. In this way you will be able to:

m set the context for discussion about the future HR function in your organisa-
tion, maybe through a discussion paper or presentation;

m present the consequences for your organisation of ignoring them/staying as
you are;

m engender a common framework for thinking prior to an envisioning workshop,
where you can follow up a discussion paper or presentation with one-to-one
discussion and debate with key stakeholders;

m confirm the parameters for discussion at any envisioning workshop, so that key
stakeholders are starting from the same contextual base.

You are unlikely to reach consensus on how to respond to these forces at the first
attempt. For example, one organisation we have worked with found it hard to come to
terms with the fact that the HR function would need to shrink significantly, losing most
of its in-house training and recruitment teams. It took 9 months and some poor business
results before the HR leadership team really confronted the headcount issue.

Our intention is that this section will give you material to engage people, start
conversations and help shift thinking about how HR can and should contribute to
the business.
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Going about envisioning

Perhaps the most important thing we have learnt about this phase is the impor-
tance of actually doing it! Many HR functions embark on the HR transformation
journey without really engaging business colleagues and the broader HR team in
shaping a vision for HR.

Here are the three principles that should underpin your approach to envisioning:

1. Adopt a systems mindset. HR transformation is about change, and change
cannot be effected in isolation; for example, technology-driven change
inevitably impacts structure, processes, capability and culture. Change in HR
impacts and is also impacted by change in the wider organisational system.
A systems mindset is explained in greater detail in Chapter 1.

2. See HR transformation as a process that needs to be worked through step by step.
This process is not predetermined. There is no schematic approach that sets out
in advance every step: a form of ‘painting by numbers’ approach to change.
The broad stages of change are clear and are reflected in the change cycle (see
Figure 1.3) but the detailed steps needed to effect change will be unique to each
organisation. When we refer to ‘transformation’, we refer to a significant shift
in changing the way HR contributes in organisations. But this will not be an
end-game — a final destination. There will always be another step beyond.

3. Focus on the unique circumstances of each business. Learn from the experiences
of others, yes, but do not become obsessed with ‘me too’ external benchmarking.
Too many organisations blindly follow supposed ‘best practice’. What is right for
one organisation is not always right for another. The most powerful results will
be driven through a strong identification with the unique circumstances faced
by your organisation at this point in its history. This highlights the need for an
approach to change that is highly contingent, with the focus being on shaping
HR in ways that will help the business now at this point in time.

So how do you combine the trends described previously with the practical steps set
out above to ensure purposeful envisioning? In our change tool kit, we have a number
of tools and frameworks which organisations have found helpful in creating an envi-
ronment for effective envisioning. Four of the tools are now presented in the section
below: Envisioning Tools.

Envisioning tools

Much of what we have presented, so far, in this chapter sets the context for envi-
sioning the kind of HR function you need to become. In this section, we want
to turn our attention to practical tools and frameworks that will help you work
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with individuals and groups to envision the new world of HR. If you have not
already read Chapter 1, we suggest that you familiarise yourself with the content,
as the chapter sets out our underlying approach to transformation and change.
Understanding our approach to organisational transformation and change will
help you to understand better how to use these tools and frameworks.

In this section, we aim to achieve two objectives:

1. to explain the tools and frameworks themselves;
2. to explain the use of these tools and frameworks in practice.

As with all the tools and frameworks presented, they are there to be tailored. We
are great believers in using language and presentational formats that are right for
your organisation. With this in mind, we will also show how we have tailored some
of the tools and frameworks to respond to different circumstances.

Why use tools and frameworks? We would like to offer you four good
reasons:

1. They are solution neutral: The tools are there to help you understand where
you are now and what you need to become, given your particular business
context.

2. They enable conversations to happen: Each of the tools and frameworks is
designed for use with individuals or groups to stimulate debate and discussion.
We believe that developing a shared vision amongst critical stakeholders is the
necessary goal of the envisioning process, and this means that there must be a
dialogue.

3. They accelerate the envisioning process: Having a common tool or frame-
work actually accelerates envisioning because there is a common point of
reference. In this way we accept that debate is, to an extent, contained.
However, having a common framework within which points of agreement
and disagreement can be identified and, where necessary, worked through
is hugely beneficial.

4. They work: We have used these tools and frameworks in many different envi-
ronments, and they are extremely powerful in helping groups to engender
speed into the envisioning process and create purposeful outcomes.

The four tools and frameworks we present in this section include:

m business drivers,

W organisational levers,
m HR value pyramid,
W visualisation.
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Business drivers framework

When should we use this framework?

HR transformation and the envisioned new world of HR must be hard wired to the
critical business issues. Our starting point is, therefore, to consider critical busi-
ness drivers. Why? Without this thought, it will be impossible to:

m make a coherent case for HR transformation;
m identify HR’s priorities;
m link the new world of HR to the realities that face your business.

Put another way, identifying your critical business drivers helps the HR function
to answer:

m What is wrong with the way things are?

m Where is the focus for the future?

m How will the proposed way of delivering HR help the business to perform more
effectively?

What does the framework look like?

Figure 5.2 represents visually the business drivers framework. This framework
has been used in the private, public and not-for-profit sectors; hence its broad
applicability has been proven.

The framework considers the three main drivers of organisational effectiveness:
revenue growth, cost efficiency and brand identity. Each of the drivers is then con-
sidered from three perspectives (you may wish to tailor these, but we have found
that they tend to work well).

Connecting HR with critical
organisational issues = value

Reven * Customer
O * Geography
Growth « Innovation / New Products or Services

* Productivity
* Work Process Efficiency / Effectiveness
* Capital Project Returns

Brand * Brand Values
ran_ * Image and Reputation
Identity « Consistency

Figure 5.2 Business drivers framework.
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For revenue growth we consider:

m Customers, who are the recipients of the products/services provided by the
organisation (who are they, how do we retain them, how do we attract new
customers in existing markets and will we need to move into new markets and
attract new types of customer?),

m Geography (where do we operate now and where are we likely to operate in the
future?),

W [nnovation around new products and services (what do we need to do differently to
compete effectively or satisfy customer requirements?).

For cost efficiency we consider:

m Productivity (how productive are we compared to relevant benchmarks? Where
do we need to raise performance and productivity? How well do we measure
and reward productivity?),

B Work process efficiency/effectiveness (how well do key processes work? What
are the areas of strength, areas for improvement and future needs?)

m Capital project returns (What are our key capital projects? What is our track record
in delivering anticipated benefits?).

For brand identity we consider:

B Brand values (what do we stand for as an organisation and how well do we
demonstrate our values internally and externally?),

m [mage and reputation (what is our current image and reputation, what might
undermine it and how can we protect/enhance it?),

m Consistency (to what extent are we acting in a consistent way with our customers
and employees and how might future challenges help/hinder our ability to
deliver consistently?).

How do I use this framework?
This framework is best used in a workshop setting. We have also found it useful in one-
to-one discussions to get individual perspectives and stimulate debate, but ultimately
there needs to be a sharing of perspectives on critical business drivers, and this is best
achieved when people are in the same room and are able to engage with one another.
To have a meaningful discussion about business drivers requires some prepara-
tion. You should draw on current knowledge of the business to populate these areas in
advance of the workshop or, if you are confident that workshop attendees will have
sufficient knowledge, you can populate these areas at the workshop. Where we have
doubted that sufficient information will surface at a workshop, we have used a combi-
nation of pre-briefing people, inviting a senior internal client to talk about key organi-
sational issues, and allocating pre-work so that participants can research an area.
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Once there is a shared understanding of the critical business drivers, this then
enables the key HR leaders and stakeholders to address three questions:

1. What are the critical people priorities that emerge from these business drivers?

2. How well are we currently equipped as an HR function to deliver these
priorities?

3. How does the HR function need to change to help the business succeed?

Discussion of these areas will move you a long way towards defining the HR
transformation agenda and priorities.

Organisational levers model

When should we use this model?

This model is extremely useful when applied to any significant change effort.
It is applicable not only to HR transformation, but also to any organisational
change. It is a foundation model and helps to explain the impact of change within
the context of the broader organisational system.

Its value is to engage key stakeholders in a dialogue concerning ‘current HR’
and ‘the future world of HR’. It is also a powerful way of capturing and presenting
the outputs from discussions.

The organisational levers model has already been introduced in Chapter 1.
If you have not already familiarised yourself with the model, we strongly suggest
that you do so now. We do not intend to repeat the description of the model in this
section, but will instead focus in greater detail on its application.

You should note that you might come across other versions of this model with
slightly different labels. This does not matter. Taking a systems perspective is
the important part of this model, and we would encourage you to use whatever
terminology fits best with your business.

How do I use the model?
The examples below show how the organisational levers model has been used in
a variety of ways (and alongside the other envisioning tools) to develop a ‘whole
system’ approach to HR transformation and build a coalition of support around
the new world of HR.

The two main ways in which the organisational levers model has been used to
support envisioning are as follows:

1. As a pre-prepared input to an envisioning workshop
Prior to an envisioning workshop, a series of one-to-one discussions is held

with key stakeholders to discuss ‘current HR’ and ‘the future world of HR’.
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Interviews are structured using the organisational levers model (although
some of the other envisioning tools presented above can also be used if appro-
priate). The outcome of the interviews is the preparation of a ‘straw man’ set
of descriptors relating to ‘current HR’ and ‘the future world of HR’, linked to
each of the six organisational levers, namely external forces, performance out-
comes, technology, processes, structure and people/culture. These descriptors
are displayed in a workshop environment, typically on large sheets of paper;
one sheet for each of the six levers.

Participants (hopefully most, if not all, of the key stakeholders you would have
interviewed) are asked to challenge any descriptor that they either disagree with or
are unclear about. They are also given an opportunity to add anything they believe
to be missing from the straw man descriptors.

In debriefing the exercise, focus first on those descriptors where there are most
challenges and work through them to seek clarification and gain agreement on the
wording. Then follow a similar process with the suggested additions.

The outcome should be agreement of a set of ‘as is — current HR’ and ‘to be —
future world of HR’ descriptors. This approach is particularly helpful when work-
ing with larger groups, and we have found that in a workshop setting agreement is
typically reached within a matter of hours.

2. Realtime in a workshop

For smaller groups, you can achieve the above-mentioned realtime.

Ensure that your room has plenty of wall space and is divided into two areas:
‘current HR” and ‘future world of HR’. Display the headings of the six organisa-
tional levers under each.

Give participants two colours of Post-it™ notes. Ask participants to write (on
one colour) descriptors that best describe ‘current HR” for each of the six organi-
sational levers. Repeat the process for ‘future world of HR’ using the other colour.
Cluster descriptors where you can. Then work through each of the Post-it™ notes
to ensure that there is agreement on any new descriptors that have been written (or
agree a change to the existing wording).

What might an output look like?

In Appendix 1 we have shown an example from a client exercise. As you will see,
the descriptors are succinct, but specific enough to enable the next steps in the
process to take place — gap analysis and project planning. Just to illustrate that
envisioning is not a one-off exercise, the example shown in the appendix was actu-
ally produced 1 year after the initial envisioning exercise as part of HR transfor-
mation review and taking stock.
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HR value pyramid model

When should we use this model?
The aim of this tool is two-fold:

1. to engage stakeholders in thinking about where HR adds value;
2. to engage stakeholders in identifying where the balance of effort/resource in
HR is now and where it should be in the future.

The model should clearly be used at the outset of the transformation journey in
considering how the function adds value now and where it needs to focus in the
future. We have also found the model useful in undertaking quick, high-level
reviews during transformation.

What does the model look like?
Figure 5.3 represents visually the HR value pyramid. The HR value pyramid has
four main propositions:

HR Value Pyramid

D
&
%}
&
O
&

<Q
&

Basic Administration
(Entry Level)

Figure 5.3 HR value pyramid.

1. There is a hierarchy of roles within HR.

2. The basic administration and transactional roles will be most impacted by
e-HR (including employee and manager self service) and new organisational
arrangements, such as shared service centres and outsourcing.

3. The HR processes impact roles within and outside of the HR function and an
important task during the HR transformation process is to determine those activities
which can be embedded within Web-based HR, who is accountable for data entry
and where knowledge-based roles need to make their unique contributions.
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4. The HR professionals will acquire widely sought after expertise when they
become business partners, proactively engaging with critical organisational
issues as part of the management team.

How do I use the model?

This model is helpful in stimulating initial debate with key stakeholders about
what they want from HR. On a one-to-one basis, it is a simple model for stake-
holders to engage quickly and can take discussions into a number of interesting
areas, such as what service internal clients need from the administrative/transac-
tional side of HR and the nature of business partnership.

In a workshop format, the model has been particularly helpful around sourcing
and resourcing discussions; that is, what percentage of HR activity, resource or
cost currently sits across the four areas and what percentages should exist in the
new world of HR. We have found that this exercise stimulates quality discussion
around themes such as cost versus headcount (e.g., you may have fewer people
in the administrative/transactional space, but there are clearly costs associated
with Web-based HR) and cost versus type of resource (e.g., you may have a lower
overall headcount in HR, but the people you will have may cost more).

At the early stages of the transformation process there is considerable value
in encouraging key stakeholders to play with these ideas and their implications.
This helps people to work through for themselves what the new world of HR
might look and feel like.

Visualisation

When should we use this tool?

The other frameworks and models presented in this section are generally aimed
at the left side of the brain, which is the logical/rational part of our thinking pro-
cesses. However, envisioning also needs to tap into the right side of the brain,
which is the creative/playful side of our thinking processes. One of the best ways
we have found to stimulate a more creative approach to current-state analysis and
future-state envisioning is through visualisation.

We could say that you should use this tool with a degree of fear and trepida-
tion — some of your stakeholders may need some encouragement to participate in
a visualisation exercise. Do persevere, though, as visualisation usually produces
some important and rich insights into the current and future worlds of HR.
It is also valuable in engaging at the emotional level around HR.

What do the tools look like and how do I use them?
There are quite a few ways to engage people in visualisation, but the two types of
visualisation exercise that we have found to work well are as follows:
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1. Free-form drawing

A simple exercise to set up, participants are asked to draw a picture (or a num-
ber of images) describing (a) the current world of HR and (b) how the future
world of HR would look if it was contributing most effectively to the organisation.
Remember the focus is on content and not the quality of artwork!

In debriefing the exercise, ask each person in turn to present and talk about
their ‘current HR” picture. Typically there will be a richness of analogy and met-
aphor. Take time to explore the language and imagery, and do not assume that
everyone understands things the same way. Often, metaphors will trigger interest-
ing discussions, either around the original metaphor or through some tangential
connections. Record some of the themes that emerge. Then repeat the exercise
with the ‘future world of HR’ picture.

2. Picture cards/collage

If you are not feeling bold enough to run a free-form drawing exercise, then an
alternative approach is to give people images to work with. This is inevitably
a more structured approach and less spontaneous. Using the same questions
as above, you can introduce images either through giving people some maga-
zines with a good variety of pictures in them and asking them to produce two
collages addressing each question, or by giving people a variety of picture
stills (we have found that you will need between 50 and 60 pictures) and ask-
ing them to identify ones that speak to both questions. As an additional twist
to this second exercise, the organisational levers model can be used to give
structure to the visual presentation; for example, to pull out pictures that best
describe current or future technology, HR people and culture, etc.

The debriefing of the exercise will be the same as for the free-form drawing
exercise.

We have used these exercises when working with larger groups (more than
50 people) and with smaller groups (around 12 people).

Case studies

Organisation 1

Context

A large global telecoms company was in the process of integrating a number of
its businesses into a global Internet technology business. An HR transformation
programme director had been appointed, but there was not yet a proper HR
transformation programme team in place or a coherent HR transformation vision.
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Process

In the run-up to the launch of the new global business, a series of one-to-one
interviews were held with the newly appointed HR leadership team and senior
business stakeholders. The organisational levers model was the primary tool
used during these interviews, which enabled us to prepare a straw man view
of both the ‘as is — current HR’ and ‘to be — future world of HR’.

A workshop was held with all the HR leadership team present, and in working
through the process outlined above an HR vision was agreed around the
organisational levers model. Additionally, an HR transformation governance
structure was agreed to based on this work, which ensured that the HR
transformation programme team was not solely focused on Web-based HR,
but embraced transformation of the whole function.

Organisation 2

Context

A major energy utility had recently made a major acquisition in the United
States, and the group-wide HR leadership team met to think through the
implications for the HR function and to identify critical issues that needed to
be worked on collaboratively.

Process

The team worked through a process using three of the tools set out above:

1. identification of critical business issues and the HR implications of these;

2. use of the visualisation technique mentioned earlier to encourage dialogue
about the HR function;

3. use of the organisational levers model to develop a more structured view of
the current and envisioned HR world.

This workshop identified a number of critical HR issues that needed to be
progressed and also set the framework for the HR transformation agenda that
has been implemented.

Fast tracking the envisioning process

When we discuss with clients the need for envisioning at the start of the HR
transformation process, any resistance usually falls into one or other of these two
reactions:

The first, and most worrying, reaction is that there is no need to envision because
‘we all know what HR transformation is all about’. This is worrying because
in our experience we have yet to be involved in any major change programme
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(HR or other business changes) where there is a common and absolute agreement
on the nature, purpose and vision of the change. It may be because individuals
know what they want to achieve. But unless the organisation has a highly auto-
cratic culture, there will be a need to engage with others to build a shared vision
and a coalition of support for change. If you find yourself identifying with this
reaction, we would encourage you to let go and to recognise that there is nothing
to be gained in pressing on regardless — even if it does mean that the vision for HR
transformation becomes a shared rather than a single vision and involves some
degree of compromise.

The second reaction is that the envisioning process will take too long and
end up in navel gazing, without much action. This is always possible, of course,
but with good process and facilitation skills momentum can be gathered.
Momentum building is extremely important from the outset, as envisioning
can lead to prevarication. We have yet to be involved in an HR transformation
programme that has dwelt too long on envisioning.

Indeed, using the tools set out above, the envisioning process does not need to
be either a confrontational or long drawn out affair. A good example is how a large
global business was able to reach a high level of agreement on ‘current HR’ and
the ‘new, envisioned world of HR’ within a 4-week period. (Figure 5.4 illustrates

4-week envisioning process

Week 1 Week 2 Week 3 Week 4
Customers Hold stakeholder meetings Prepare customer
Identify key stakeholders to gather feedback on HR feedback

effectiveness/use

aiteltji‘r)] ;;akeholder meetings to start setting Use feedback to develop

. expectations about the HR as is/to be straw man
Prepare questions future HR model
HR Team Develop HR as is/to be
Identify HR stakeholders Hold HR stakeholder straw man delivery model
(Leadership team + other  meetings t_o SRR T Develop draft HR priorities
key people) on HR as is/to be

Prepare draft governance

Set up meetings
process

Prepare questions

Web-enabled HR

Prepare any demos/ Use feedback to develop
emerging practice HR as is/to be straw man
examples to present to

stakeholders

Figure 5.4 Fast track envisioning process: example.
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this ‘fast track’ process.) This is not to say that no further work on the HR trans-
formation vision was needed. But, applying the 80/20 rule, there can be sufficient
definition to take the next practical steps in the transformation process; that is,
to build a case for change.

We believe that if there is good cooperation from key stakeholders, a robust
HR transformation vision can be reached within a few weeks, culminating in a
stakeholder workshop.

Who should be involved?

This will vary between organisations, but as a minimum we recommend that this
initial phase includes:

m the senior HR leadership team,

m key people within the broader HR community,
m critical business stakeholders,

m asample of line managers.

Most of these key stakeholders can be involved initially through one-to-one inter-
views (drawing on the tools presented in this chapter), although in some instances
we have used a short HR effectiveness questionnaire with line managers.

The outputs from these interviews will be used to prepare a number of inputs
to the envisioning workshop (which should include the senior HR leadership team
and, if possible, some senior business stakeholders). These inputs may include:

® a summary of customer feedback,

W a straw man ‘as is — current HR’ and ‘to be — new world HR’,
m draft HR priorities,

m draft governance process to oversee HR transformation.

Once there is broad agreement around the ‘as is — current HR’ and the ‘to be — future
world of HR’, there are three final outputs that flow from this early envisioning work:

1. Gap analysis

The ‘gap’ is the distance that needs to be travelled between where you are now and
where you want to be.

Having established your ‘as is’ and ‘to be’, you are then able to do a reality
check to test whether this gap can be closed within the time and resource con-
straints of your organisation. Part of this assessment will be your gut feeling about
the readiness of the organisation to make the proposed change happen. Other tools
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that will support this assessment will be the change equation and a more structured
look at business impact and change readiness.

The change equation is detailed in Chapter 1, and is not repeated in this chapter.
The way in which you can use the change equation with your key stakeholders is
as follows:

m Ask your stakeholders to rate the elements of the change equation from their
point of view (and how they might judge the reactions of key decision mak-
ers outside of HR). These reactions could be: dissatisfaction with the way we
currently do HR; level of clarity about what HR should be; level of clarity
about the next practical steps and their will to make the change happen (high,
medium and low will be sufficient).

m Then ask your stakeholders to identify the main costs, for example, financial,
resources, time, etc.

m Then ask them to weigh both sides — in their judgement, where is the balance?
Is the new world of HR that they have envisioned likely to get the support
needed to make it happen?

If the assessment is favourable, then moving to the next task is straightforward.
If the assessment is not favourable, then you need to look at:

m increasing levels of dissatisfaction with the way things are, that is, helping people
to realise that the way HR is delivered into the organisation is not fit for purpose.
Your ‘as is’ and ‘to be’ analysis will be a powerful aid in achieving this;

m how you might modify your ‘to be’ vision so that the gap that needs to be
closed is smaller;

® how you might reduce the perceived costs of making the change — either through
reworking what has to be done or by looking for greater organisational benefits.

2. Building the case for change

Having completed your gap analysis, you are in a position to put together a com-
pelling case for change. Building a business case is explored in greater detail in
Chapter 6. There is also another ‘case for change’ that needs to be made to a range
of stakeholder groups. This case for change will be less detailed, broader brush.
But it will incorporate all the key outputs that have been developed as part of the
envisioning process. Figure 5.5 summarises its key elements.

3. Planning and keeping on track

The final outputs from this envisioning process are the next practical steps;
in other words, the pathway from where we are today to where we want to be.
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Clear link to
organisational
priorities
Clarity concerning A business case that
next steps addresses the whole

4 HR functional model
function’ di Shared sense of
uncl lon's readiness current functional
to deliver the scale of capability
change needed
Early internal Z & Shared vision in HR

client input ; ; concerning what Web-
enabled HR will deliver
Common vision

for the function
as a whole

Assessment of the

The Case for
Change

Figure 5.5 Building the case for change: key elements.

The programme/project management aspects of this are explored in greater
depth in Chapter 9. At this stage, the senior HR leadership group will be in a posi-
tion to do the following things:

m Set up a process of 90-day milestones to show how the function will bridge the
gap from current to future HR.

m Commission (or establish and commission) the HR transformation
programme team to initiate work streams/projects around these key 90-day
deliverables.

m Establish appropriate levels of reporting between 90-day milestones.

Figure 5.6 shows an example of a high-level 90-day milestone developed by one
organisation we have worked with. What this high-level plan does is to give the
senior HR leadership group a sense of focus and enable issues around pacing and
resource allocation to be aired in an environment where all have committed to
delivery timescales.

The final word in this section is that the most powerful way of ensuring senior
HR leadership group focus on HR transformation is to organise 90-day workshops
around milestones so that there is a strong focus on reviewing deliverables, assess-
ing progress and mobilising for the next 90 days. This reflects strongly the process
consulting approach outlined in Chapter 1 and integrates with the need for strong
programme management.
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lllustrative 90-day milestones: key steps to HR transformation
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Figure 5.6 Ninety-day milestones: key steps to HR transformation.

The whole point of HR transformation is to make it happen; in other words, to
implement it effectively and reap the benefits. The whole point of envisioning the
new world of HR is to give focus and momentum to HR transformation.

Drawing on tried and tested organisational development tools, we have been
able to help organisations develop and mobilise quickly around a vision for the
new world of HR. In this chapter, we have set out the main drivers that suggest
that HR needs to be done differently and some practical tools that help the process
of envisioning.

What we have also shown is that envisioning is not an ‘airy fairy’ activity. HR
vision needs to be hard wired into business reality and goals, and the point of
envisioning is to get to grips with reality, enabling HR to make its most effective
contribution within the constraints of the business and making changes happen
purposefully and quickly.
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This chapter deals with the construction of the business case. Chapter 5 talked
about how to develop the future vision for HR, this chapter will focus upon tak-
ing the vision and building a strong rationale for change, being clear about the
costs of implementing the vision and the financial and non-financial benefits it
will deliver. To some in the organisation, the business case is the item that will
persuade them that the changes that are being proposed are credible.

Key themes

m A business case serves three purposes. It makes the case in terms of the return
on investment for the transformation; it is a tool by which HR can engage with
business colleagues in shaping the future services and defining the value that
HR delivers and it is the key control document by which the transformation and
change programme guides action throughout the life of the programme.

m The proposed model for delivering HR services in the future is an important
input into the business case because it will identify what will need to change in
terms of organisation and technology. The service delivery model will be used
in the business case to identify the costs and benefits of the transformation. The
most significant areas of cost will be people and technology.

m The business case needs to address the hard return on investment (ROI) ele-
ments of the proposed transformation. Spending time and effort on both the
costs and benefits of this will pay dividends both in terms of the credibility that
this gives to your case and the baseline that this gives you for measuring pos-
sible benefit delivery.

m The business case is fundamental to making the case for change and as such
is not just about numbers but also about understanding and articulating what
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the nature of the change is and why it is important to the organisation. This
needs to be made real for your business colleagues. Developing a roadmap of
what will change, and when, provides a very tangible way of describing this
change in practical terms.

A compelling business case is an essential step on the way to achieving the vision
of transforming the way the HR function works and to realising anticipated
benefits.

This chapter examines how to make that case by defining benefits and
costs — the so-called ‘hard’ elements of the case — and engaging the various
stakeholder groups so that they understand, buy-in and commit to the busi-
ness case — the so-called ‘soft’ elements. Soft elements are equally important
because they involve stakeholders in making the case and establishing the
case for transformation.

What is the purpose of the business case?

The purpose of the business case is four-fold:

1. the next step in the design process, where assumptions and high-level designs
are turned into a delivery model, which describes how HR service will be
delivered in the future;

2. the next step in the change process, where the business case and designs are
communicated across the organisation to describe how transformation and
change within HR will benefit the organisation as a whole and the delivery of
overall goals and objectives;

3. the mechanism to obtain approval and funding to proceed with the
transformation of the HR service;

4. the reference point for guiding all decisions and activities during imple-
mentation.

The business case is a document which needs to be more than numbers and a
hard financial analysis. It needs to be a document which can articulate to col-
leagues from across the business the future vision for HR. Whilst you and your
colleagues have developed and fully understand the vision, others need to under-
stand it as well.
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This means that business case needs to be able to explain the following:

m what the HR department will look like in the future, its size and structure;

m how the HR service will operate, that is, how staff will access support from HR;
what information on HR policies and guidance will be available; how much
will be provided through self service, a service centre and face-to-face advice;
what strategic support will be provided to senior management;

m how the HR service will be measured and assessed to ensure that is delivering
benefit and value.

A good method of communicating the vision for HR is to develop an operating
model (Chapter 8 presents approaches to developing operating delivery models).
This model will demonstrate how HR will be organised in the future and how it
will deliver HR services. An example of a generic operating model is presented in
Figure 6.1. This model is important because it is not only a communication tool
but also identifies for the business case what changes need to be made within
people, technology and processes. These changes can then be used to assess the
financial impact of the transformation and its potential benefits. When present-
ing this model it will also be important to identify whether any services will be
outsourced to another company, or whether services will remain within your com-
pany but moved to another team (such as a shared service centre) and/or country.

Customers
| Prospective Employees | | Employees | | Managers | | Ex-employees |

HR Contact Centre
HR Transactional Processing Strategy Development & ER

Leadership & Talent

Business Partners

Strategy & Consulting

Transformational Change

Reward

Organisation
Management

2
2
©
(]
]
=
©
o]
ac

Case Management
Recruitment
Learning
Terms and Conditions

Resourcing

Customer delivery and continuous improvement Skills & Development

Figure 6.1 Example of HR operating model.

Job Evaluation, Design &
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This information in the business case can then be communicated to your
colleagues across the organisation. This process of communication helps to iden-
tify the advocates of change, those who are ambivalent and those who oppose the
proposed transformation. Identifying the members of these different camps, and
taking appropriate action at an early stage will significantly increase the likeli-
hood of success. How to address these groups is explained in Chapter 7, where the
steps in moving from commitment to resistance are explained in more detail.

In addition to its role in the change process, the business case will also
become a document around which future programme management decisions
should be based. The business case should be used as a reference point all the
way through the programme, not just as a tool to get permission to start. For
example, when the going gets tough it can be used to galvanise stakeholder
support by reminding them of the commitments they have made.

Often it is prudent to develop an ‘initial’ business case prior to a more detailed
“full’ business case. The objective of the initial business case is to obtain permis-
sion and funding to do more detailed work. As a result, every aspect does not have
to be designed in extreme detail. The second, and more detailed, full business case
is the document used to secure funding to do the main implementation, and to act
as the reference point for all decisions and activities during the implementation,
as long as any assumptions on which it is based, for example costs estimates,
remain stable. Of course, not all assumptions hold true, and the business case
becomes a document which is updated and refined throughout the life of the pro-
gramme. This matter is also covered in Chapter 9, where programme governance
issues are examined further.

An approach for developing an initial business case is to complete an
‘Opportunity Chart’, for each of the areas where HR transformation will deliver
benefits.

An example of an ‘Opportunity Chart’ is provided in Figure 6.2.

Key issues to remember when completing the opportunity charts are as follows:

1. Provide short headings and descriptions of opportunities, further detail will be
added in the full business case.

2. Identify some benchmarks and/or performance indicators to baseline current
performance and set improvement targets. For example, in Figure 6.2, key mea-
sures are the ratio of training administration staff to total staff and the number
of days taken to process training requests.

3. Use the difference between current performance and targets to estimate per-
centage of saving and identify key areas for savings. In Figure 6.2 for example,
it is noted that the potential exists to save seven full time equivalent (FTE).

4. Not all benefits will be financial. Again in Figure 6.2, the time taken to process
training requests will be significantly reduced.
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Opportunity Reduce costs and time taken to manually book training
courses by providing staff with an on line course booking

system.

Description of 14 full time staff are employed to receive forms requesting training

the problem

and these staff have to chase missing information on the forms,
check that courses are available, manually input information from
the forms into the training system to book the courses, manage
waiting lists and notify staff when they have been booked onto a
course.

Indicators used
to measure the
problem

Number of working days to process training forms
Ratio of training administration staff to total staff

Current level

5-7 working days to process training forms
14 training administration FTE supporting 4500 staff — ratio
of 1:321. Target benchmark is 1:600

Target level

1 working day to input approved training request into self
service and to get confirmation of booking or notification that
staff member is on waiting list

7 FTE to manage technology courses on self service and
monitor waiting lists. Ratio 1:642

Financial saving

7 FTE

Non-financial * Eliminate administration and time lag when booking training
benefit courses
Costs * Configuration of training administration system

* Development of on line courses and guidance documents
for all staff on how to use self service to book training
courses

* Development of courses to train HR staff to use and
manage new self-service functionality

Figure 6.2 Opportunity chart.

5. Identify key costs such as configuration, training and communications. These
can be estimated by contacting relevant software providers or by estimating the
time that the IT team would need to configure and test a new self service function
and the time that would be needed to produce training and guidance materials.

When a chart has been completed for each opportunity, they can be aggregated to
produce the initial business case.

Case study

A local Authority was undergoing significant and radical change in the way
that it provided services for its customers. The nature of this change meant
that the Authority had to think much more radically than it used to, as it
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positioned itself to become an innovative, integrated and customer-focused
authority. The HR community was identified as having a key role to play in
supporting, driving and sustaining this change agenda.

The challenge for the HR community was to undertake a fundamental

review of the HR service and ensure that it was capable of supporting the
Authority with its transformation. This involved reviewing every aspect of
HR and identifying those opportunities that would support the organisational
transformation agenda, improve the performance of the service and reduce
costs. In order to identify these opportunities they performed feasibility study
which was divided into four stages:

m Stage | — Baseline performance and costs. This involved:

m I[dentifying the total number of HR, payroll, health and safety and
learning and development staff.

B I[dentifying the cost of providing the HR service. This included salary
costs, on costs, accommodation costs, I'T costs and procurement spending.

B Producing an inventory of HR processes and activities, assessing their
performance against a range of benchmarks.

m Identifying the number of staff supporting these processes and their
indicative costs.

B Undertaking a survey across the Council to test views on performance
and quality of HR service.

m Stage 2 — Identify opportunities. This involved completing opportunity
charts for areas where benchmarking, feedback from surveys and
consultation with HR staff had identified the potential for service
improvements and cost reduction.

W Stage 3 — Prioritise opportunities. A workshop was convened with senior
HR staff and representatives from all Authority departments to identify
those opportunities which would support the Authority’s objectives for
the organisational transformation programme, improve the quality and
performance of HR services and reduce costs. Three key opportunities were
identified:

m the creation of a new HR model;

B better buying (within recruitment and training);

B implementation of Web-enabled HR systems and the automation and
streamlining of processes.

B Stage 4 — Produce initial business case. The costs and benefits of each of the
selected opportunities were aggregated into an initial business case which
summarised the value of the HR transformation programme both in terms of
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financial savings and its contribution to the Authority’s overall transformation
programme. This initial business case, which estimated annual savings

of between £1 and 1.5 million, was approved by the Authority leadership
team who were able to quickly and easily understand key opportunities

and benefits. The initial business case was then used to develop a detailed
business case and to initiate the HR transformation programme.

What are the key steps in producing a business case?

The previous discussion highlights the purpose of the business case as being:

m the next step in the design process;

m the next step in the change process;

m the mechanism for obtaining funding and approval,

m a reference point for decisions during implementation;

The development of the business case clearly needs to address each of these
elements and may be developed in the following four steps:

1. Define target benefits and associated costs. This first step involves detailing
the value that the transformation programme will deliver to the business and
specifying how a transformed HR service will enable the organisation to deliver
its corporate strategy and goals.

2. Conduct cost—benefit and risk analysis. This step takes the financial costs of
the proposed operating model and demonstrates how it will deliver financial
efficiency savings and business benefits. This provides the case for obtaining
funding and approval to proceed.

3. Produce transformation roadmap. This step delivers an overview of all of the
activities that are required to deliver the transformation and specifies when
activities need to be delivered and how they are linked, thereby providing the
reference point for implementation decisions.

4. Gain buy-in and ownership. This step focuses on communicating the transfor-
mational change to the business and involving stakeholders from across the
organisation. This involves taking differing perspectives from frontline deliv-
ery staff, finance staff, IT staff, etc. and gaining their buy-in and support for
change. Change within HR services often comes as a shock and is automati-
cally resisted. Working early on with the business to explain what will change
and the benefits this change will deliver is key to overcoming resistance.
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Case study

The HR leadership team of a major UK government department wanted to
seek ways of reducing resources engaged in routine administrative tasks, and
to concentrate resources on supporting departmental managers in delivering
government targets.

Therefore the objective of the business case development phase was to
provide:

m the identification and detailed financial analysis of the benefits in relation
to the HR process areas;

m the integration of the related people programme initiatives into the
implementation plan setting out the linkages with the business case;

m HR organisation structure proposals and benefits integration with the
business case.

The department was able to produce a three-tier business case that included:

B Executive summary — setting out the key factors for executive decision-
making regarding this programme;

B Main body — defining the specific costs, benefits and risks associated with
the project in the context of the proposed delivery approach;

B Appendices — providing the detail behind the body of the report, including
detailed cost analysis, benefit calculations and assumptions.

Following approval of the business case, the programme team used it as the key
control document throughout the implementation.
We now consider each step in producing this case in more detail.

Define benefits and associated costs

A key element in establishing the value of HR is to demonstrate how a trans-
formed HR service will better enable the organisation to deliver its over-
all goals and objectives. It is, therefore, important that the benefits of HR
transformation are clearly linked to the corporate and HR strategic objectives.
The process for establishing this link is an iterative one, working from the whole to the
part. The process starts with the strategic objectives for the organisation and involves:
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. taking the strategic objectives for the organisation as a whole and identifying
the customer requirements for the HR service;

. identifying how the HR transformation objectives will address customer
requirements;

. identifying the benefits that will be delivered by each of the HR transformation
objectives.

The above approach will provide a clear flow from strategic objectives to trans-
formation objectives and benefits and demonstrate how the transformation pro-
gramme will support the organisation’s overall strategy and goals.

An example of how to link HR transformation objectives and benefits to the
organisation’s overall strategic benefits are provided in the case study below.

Case study

An international services company needed to clearly demonstrate how its HR
transformation programme would support the company with the delivery of
its corporate strategy. The HR transformation programme began by taking
each of the strategic objectives and defining the requirements for the HR
service, as illustrated in Figure 6.3.

The transformation programme then identified how the programme’s
objectives would meet the strategic objectives and customer requirements, as
demonstrated in Figure 6.4.

Finally the transformation programme linked the benefits of HR transformation
to provide a clear flow from strategic objectives to benefits, demonstrating

how HR transformation would support not just HR but the entire organisation
(Figure 6.5).

Strategic Objectives Growth

Identify target markets and
expand within these markets

Ensure HR services to the
frontline enhance
performance
and sharpen
differentiation

Customer
Requirements

Ensure HR is able to support
growth in key markets

Figure 6.3 Defining customer requirements.
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Figure 6.4 Aligning customer requirements with transformation objectives.

Strategic Objectives Performance
Continuously seek ways

to improve productivity
& performance

Growth
Identify target markets and
expand within these markets

Ensure HR services to the
frontline enhance
performance
and sharpen
differentiation

Customer
Requirements

Ensure HR is able to support
growth in key markets

HR Transformation
Objectives

HR Transformation
Benefits

Figure 6.5 Aligning benefits.
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When defining benefits it is also important to attach measures and targets to
ensure that these benefits can be tracked and realised. An example of measures
and targets for benefits could be a reduction in the HR budget of 30% or a
change in the ratio of HR staff to employee base from 1:70 to 1:150. The key
in setting measures and targets is to make them challenging enough so that
it is not possible to achieve them without significant change (otherwise why
would you embark on the HR transformation?) whilst ensuring that they are
realistic enough to be achieved, as this will be a measure of the success of
the transformation. To assist in setting measures and targets it is often help-
ful to compare yourself to leading practice found elsewhere. Benchmarking
where you sit in comparison to other organisations will give you an indica-
tion of what would be realistic targets for your transformation programme.
However, the risks with using benchmarks is that you may have to dig very
deep into another organisation to find whether you are comparing like with
like. So we advocate using benchmarks as a guide only, and spending enough
time collecting your own baseline data so that you know where you are now
and can then set targets in relation to that baseline. Once the targets are set,
the next stage is to break them down to determine the detailed benefits that
will collectively contribute to meeting the overall target. An approach to
turning benefits into detailed measures and targets is presented in detail in
Chapter 12.

Before considering what those benefits are in detail it is worth spending some
time defining what we mean by a benefit, particularly the difference between
tangible and intangible benefits.

Tangible benefits

Tangible benefits can be measured and attributed to the transformation pro-
gramme, and crucially to particular budget holders. Therefore, as well as iden-
tifying the benefit, it is important to determine the recipient or recipients of that
benefit and ensure that they buy-in to it, as they need to be accountable for the
delivery of that benefit.

For example, if we consider online recruitment, who will be the beneficiary
of reduced agency fees: the HR function or a business unit? The answer depends
on how costs are allocated in the organisation but, whichever it is, a tangible ben-
efit will accrue to the budget holder(s) for those costs. The following table shows
examples of tangible benefits for a selection of HR services’ constituent processes
and potential beneficiaries.
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HR service Constituent process Tangible benefit ~ Beneficiary

Resource Recruitment and ~ Reduced agency  Business unit

management selection fees heads

People development  Learning and Reduction in Vice President,

and performance development external training L&D

management costs

Retention and Reward strategy Manual reward Compensation and

reward and reward levels  data processing Benefits Manager
eliminated

Intangible benefits

Intangible benefits can often be estimated but not attributed to particular budget
holders. They would not normally be included in the cost-benefit analysis, as
accountability for the delivery of that benefit is diffused across the organisation,
making it extremely difficult to attribute the achievement of a benefit to a particu-
lar change that the HR transformation programme has made.

Again, if we consider a move to on line recruitment, there should be a reduction in the
time from a vacancy arising to when a new recruit arrives, starts their induction process,
and subsequently contributes to the business. In this case, it is harder to pin down to
whom this benefit accrues. The following table shows examples of intangible benefits
for the same selection of HR services’ constituent processes. However, whilst benefi-
ciaries are identified, it is at the business function rather than budget holder level.

HR service Constituent process Intangible benefit ~ Beneficiary
Resource Recruitment and ~ Reduced time from All business units
management selection vacancy to hire and functions
People development Training and Improved match of  All business units
and performance development skills to roles and functions
management

Retention and Reward strategy Improved retention  All business units
reward and reward levels and functions

Whilst intangible benefits are not included in the cost-benefit calculation,
beware of thinking that they are not as important as tangible ones. Intangible ben-
efits that contribute to the development of improved public services for example,
are often strategically significant. Therefore, it can also be useful to further
distinguish intangible benefits in terms of their strategic importance. In the case
of transforming the HR function, these are often the benefits associated with how
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the HR function will add value to the products and services that the company deliv-
ers to its customers. Often the benefits sought in this area are delivered through
the business partner role, and it is here that measurement of these benefits usually
takes place. However, this area of benefit is one that does not lend itself directly
to quantitative measurement, and comparative and qualitative data are often
used here.

Having considered the changes that each process will undergo and determined
what the benefits are, whether each benefit is tangible or intangible and who the
beneficiaries are, the next step is to determine when you expect each benefit to
be delivered and what its magnitude is. The milestone plan described in Chapter
5 provides a starting point for estimating when benefits will be achieved, tak-
ing into account the fact that usually benefits are not realised immediately upon
implementation, but there needs to be a period of transition.

Estimating the magnitude of benefits depends on the nature of the benefit. For
example, reductions in cost may be calculated by estimating how much less effort the
new way of working will involve, and multiplying that by the number of transactions
made and unit cost of performing each transaction. In order to do this, it is critical to
have baseline measures of process performance from which estimates can be made.

In determining and estimating benefits a number of assumptions will be made
which need to be recorded. If these assumptions change through the course of the
programme then that particular benefit may need to be revised. Taking the Web
recruitment example, typical assumptions include:

® How much do you plan to use the Web to recruit rather than agencies?
m Will agencies perform any pre-screening?
m Will you to continue to use specialist agencies?

Once the benefits identification and estimation process is complete across all process
areas, then the individual benefits should be aggregated together to determine if the tar-
gets set at the macro-level can be supported by the benefits at the detail level. Typically,
this process of aggregation and benefits identification and estimation is iterative.

Finally, one of the main levers for influencing achievement of the targets is flex-
ing the scope of HR transformation. Clearly, increasing the scope should increase
benefits and decreasing the scope should reduce benefits. However, this will of
course have an effect on costs.

Benefits are only part of the story in the business case. All benefits need to
be balanced with costs. When identifying costs it is important to consider both

125



Transforming HR

one-off costs — that is, those attributable to the delivery of the HR transformation
programme — and those costs that are ongoing — that is, those required to main-
tain the HR transformation solution. The following table provides guidance on
this classification and example technology and people-related costs.

Cost Description

One-off/transformation programme-related costs

Capability development Redeployment and redundancy costs

Programme resource Internal and external labour costs on the programme
team, also including wider business costs covering

development-related costs such as design workshops,
testing and training

Content Development of initial self-service content
Hardware Server and associated implementation costs
Network Costs of capacity to deliver HR to the desktop,

telecommunications-related costs for service centres

Method of access Providing sufficiently high-specification machines and
software to access HR functionality

Licences Initial software licence costs

Ongoing/maintenance costs

Content Maintenance of content

Capability development Development of skills and expertise to manage and
maintain processes and systems

Support Both IS/helpdesk support and business support

Operational For example: software upgrades and licence

maintenance costs, costs of running a service centre,
outsource charges, HR staff costs, etc.

Often some of the most significant one-off costs are those surrounding the
people element of the solution or the capability development costs that support
the main tenet of HR transformation — that is, the move from the administrative
and transactional to business partnering.

The components of the capability development costs typically include:

B [ncrease in resources to support senior managers. HR transformation will
result in an increase in resources dedicated to senior management support
in the form of internal consultancy and business partnering. Some of these
resources may already exist within the organisation, some may require a capa-
bility development programme, and others may need to be recruited externally.
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The cost implications are that whilst a smaller number of business partners may
be required than the current HR generalist population, the total employment
costs for this group may be as great as or greater than the current HR general-
ist population.

B Redundancy and redeployment. The combination of a reduction in adminis-
trative and transactional resources and an increase in consultancy and busi-
ness partnering resources implies a reduction in the requirement for traditional
HR management and HR transaction support. Clearly, some HR managers
will move to business partnering roles and some transaction focused staff
may move to service centre teams, but this will not be the case for all, and
provision needs to be made for the costs of redeployment or redundancy.

B An increase in the capability and skills of HR staff. The implementation of new
strategic roles, such as business partners and new roles in the service centre,
such as helpdesk support will require HR staff to adopt new ways of working.
These roles will also require new capabilities and skills, which HR staff may
need to develop. It is, therefore, important to understand existing capabilities
and to estimate the cost of investing in development courses and programmes
to address any capability gaps.

B An increase in line managers’ capability. Investment in line manager capability
and increasing the amount of people management undertaken by the line can
be a key factor in some HR transformation exercises. The degree to which line
managers have become or are becoming responsible for people management
processes such as sickness absence, performance management, career develop-
ment and managing disputes varies across organisations. In some organisations,
there is an increasing move to develop line managers into people managers who
require limited support from HR. In other organisations, this is not the case.

However, regardless of the degree of people management responsibilities trans-
ferred for line managers, it is important to clarify to line managers exactly what
people management processes they are responsible for delivering. It is, therefore,
important to define the role of line managers and understand the level of training
and support that line managers require to successfully deliver this role. This can
include:

W training to use self service, delivered either through a classroom, interactive
Web training or computer based training packages;

m training on how to manage specific issues such as sickness absence or perfor-
mance management. This can be delivered through a classroom or through
on line courses where line managers are shown scenario’s and asked questions
relating to the scenario’s and given direction on correct responses to different
situations and pressures;

127



Transforming HR

m management and leadership training or training on such skills as how to man-
age conflict and resistance;

m HR guidance training where managers are advised through short courses on the
people issues that they will have to manage, given the latest policy guidance
and shown where, when and how to access support.

Capability costs are, however, only part of the investment requirement. HR trans-
formation may also require an investment in HR technology. This provides a good
opportunity to engage with colleagues from the IT function at an early stage. Key
questions for IT include, do you enhance what you have by upgrading or is a new
system the only feasible option? Working with your IT colleagues here will assist
in getting the right solution and builds buy-in with the IT community.

Technology providers will usually be pleased to demonstrate their products and
this can be an excellent way to capture the imagination of colleagues. However, do
make sure that the technology provider covers their implementation strategy and
other non-technical areas, as the technical elements of the solution are only one
part of the costs. Key technology costs include:

® Labour. This will involve HR, IT and business staff as well as, usually,
external consultants on the core programme team. It is also important to
estimate the costs of providing cover or backfill for the HR and business
people seconded to the programme team which may be needed and not to
overlook ‘hidden’ costs such as HR and line people participating in work-
shops, testing and training.

m Developing content. HR technology is of no use unless the content supports the
new ways of working, for example, online learning materials or performance
management tools. There will be both one-off and ongoing maintenance costs
associated with content.

B Software licences. It is important to consider the net effect of these, which is
netting them off against the costs of the systems that are being removed. This
is usually done by including the removal of the other systems in the benefits
calculation.

m Hardware costs. Look out for opportunities to share costs and economies of
scale with other programmes that are in progress.

B Method of access in order to interact with an HR system. Clearly, it is criti-
cal that employees have access to it. Costs will potentially need to cover lap-
tops, desktops and other mobile devices, kiosks and possibly even home PCs,
depending on the access solution defined.

m Ongoing support and maintenance of the solution. There will also be contrac-
tual costs if there are any outsourced arrangements here as well as the costs of
system upgrades and other maintenance going forward.
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Case study

The HR leadership team of a UK government department wanted to seek
ways of reducing resources engaged in routine administrative tasks, and to
concentrate resources on supporting departmental managers in delivering
government targets.

The solution was to implement new HR technologies and a new model and
governance structure for the HR service. The key changes within the HR
service included:

m re-engineering HR processes to use HR technology and self-service tools
to improve the performance of administrative processes and reduce costs;

m the development of an HR shared service centre;

| the creation of expert policy teams and centres of excellence to harness
scarce HR expertise and provide strategic HR advice to the Board;

m the establishment of a small group of strategic business partners to work
with leadership teams within the department’s different business units.

The business case costed each of the above changes. The key costs that were
analysed are listed in Figure 6.6.

Conduct cost—benefit and risk analysis

By this stage, you should have a financial estimate of benefits and costs, and when
these will be incurred. These are now brought together in a cost—benefit analysis.
The cost—benefit analysis will determine the value for money of the transforma-
tion programme.

Staff Costs Infrastructure Costs IT Costs Consultancy Support

* Salary costs. e Accommodation — cost per Desktops. e T consultancy.

* Pension. square metre, including Laptops. e Training.

« Allowances, for example, car lighting, heating and furniture Printers. e Change management.
allowance. and fittings. Peripherals. * Programme management.

« Time devoted to processes * Telephone costs, including Servers.

by grade of HR and business
staff and cost of this time.

e Redundancy costs.

* Redeployment costs.

« Development costs for staff
taking on new roles such as
business partners.

mobile phones.
« Office supplies.
* Procurement costs — agency

staff, training and recruitment.

Network.

Software licences.
Software installation &
development.
Software integration.
Build costs.
Implementation.
Helpdesk.

Document Management.
Desktop maintenance.
Software licence
maintenance.

o Other software maintenance.

* Network maintenance.
e Server maintenance.

Figure 6.6 Cost categories.
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A variety of measures exist to analyse costs and benefits. These include such
measures as Return on Investment (ROI), internal rate of return (IRR) and net
present value (NPV). The measure that is most widely used across both public and
private sectors is the NPV.

NPV is widely used because it provides a more accurate tool for evaluat-
ing costs and benefits over a number of years. A traditional analysis of a pro-
gramme’s costs and benefits simply adds together each year’s cost or benefit and
subtracts total costs from total benefits to produce a total net benefit figure for
the programme. This analysis does not recognise that a £5 million saving today
will not necessarily be a £5 million saving next year or the year after because the
financial value of costs and benefits changes over time.

The NPV method addresses this problem of fluctuating costs and benefits by
converting the value of future costs and benefits to today’s actual value. The NPV
delivers this analysis by applying a discount rate to the costs and benefits in future
years of a transformation programme which compensates for the fact that costs
and benefits will fluctuate over time.

For example, Figure 6.7 uses a business case produced by a public sector
organisation and applies a traditional analysis. This analysis identifies that the HR
transformation programme is projected to realise a cumulative saving of £4 mil-
lion over 5 years. However, this analysis assumes that the value of costs and ben-
efits will not fluctuate over the 5-year period.

The NPV approach applies a discount to years 2—5 in Figure 6.8 to compen-
sate for the fact that the value of costs and benefits will change and to show in
today’s values the actual costs and benefits for future years. The discount that
is applied will generally be provided by your finance department. Figure 6.8
below applies a discount to years 2—5 and demonstrates that when compensating
for changes to costs and benefits in future years the cumulative saving is £3.5
million over 5 years.

Year 1 Year 2 Year 3 Year 4 Year 5
£ £ £ £ £
Costs of Future 7,000,000 6,600,000 4,800,000 4,800,000 4,800,000

HR Model and
Service — including
implementation
costs in Year 1

and Year 2

Current Cost of 6,400,000 6,400,000 6,400,000 6,400,000 6,400,000
HR Model and

Service

Net Benefits —-600,000 —200,000 1,600,000 1,600,000 1,600,000
Cumulative Benefits| —-600,000 —-800,000 800,000 2,400,000 4,000,000

Figure 6.7 Cost—benefit analysis without discount factors.
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Year 1 Year 2 Year 3 Year 4 Year 5
£ £ £ £ £

Costs of Future 7,000,000
HR Model and
Service —including
implementation
costs in Year 1
and Year 2
Current Cost of 6,400,000
HR Model and
Service

Net Benefit —600,000 —200,000 1,600,000 1,600,000 1,600,000
Annual Discount 1 0.9962 0.9335 0.9019 0.8714
Factor (3.5%)
Discounted Cash -600,000 -199,240 1,493,600 1,443,040 1,394,240
Flow
Cumulative NPV —-600,000 —-799,240 694,360 2,137,400 3,531,640

Figure 6.8 Discounted cost—benefit analysis.

Therefore, when using the NPV there are three key steps:

m forecast the costs and benefits for each year of the transformation
programme;

m apply a discount factor to the forecasted costs and benefits for future years;

m add the cumulative savings after the discount factor rate has been applied.

The cost-benefit analysis is, however, not the only factor that will be taken into
account in approving the business case. The risks in achieving the predicted
benefits need to be considered. An example of a risk analysis is presented in
Figure 6.9. It demonstrates that when assessing risks there are a number of factors
to consider, these include:

B Defining the risk. This should provide a clear statement of what will happen if
the risk is not managed.

m Mitigation. This should summarise the actions that are required to manage the
risk and prevent it from happening.

W Probability. This is a subjective assessment of the likelihood of the risk materi-
alising and could change when the risk register is reviewed. Typically these are
classified as:

m 0% — will not happen

B 25% — unlikely to happen

B 50% — equally likely to happen or not to happen
B 75% — likely to happen

B 100% — will definitely happen
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Risk Description Impact (Pre-mitigation) Mitigation
Probability Time Cost Performance

Key staff unavailable to * Identify key staff at the start of transition to ‘win hearts and
support programme. minds’ and motivate people to stay on.
Workload conflicts can lead to * Knowledge transfer is also essential in terms of minimising
the unavailability of key staff. risk to the ongoing service.
This will slow down and 75% High Medium High
potentially compromise the
successful delivery of the HR
