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Add More Value

Transform your

S THE PRESSURE MOUNTS TO DO

more with less and as people fac-
tors become more important, the HR
function must be transformed to turn
strategy into sustained results.

The ability of people to do their jobs
derives in part from how HR practices
affect them. Also, customers who desire
to maintain long-term relationships
with their suppliers recognize that a
supplier’s HR practices help assure
them a steady flow of desirable prod-
ucts and services. And, investors who
realize that intangibles determine much
of a company’s wealth, look
to HR as a source of a firm’s
market value.

For each of these stake-
holders—line managers,
employees, customers, and
investors—the transforma-
tion of HR revolves around
a simple idea: All HR invest- |
ments must deliver value.

Stages of Transformation

We recommend moving through five
stages. Each stage defines criteria for
what makes an effective function.

Stage 1: Know the external business
realities (technology, economics, global-
ization, demographics). Internal HR
actions must reflect and influence exter-
nal business realities. HR professionals
should discuss the external realities and
connect them to their work. Knowing
business realities makes it possible to
put practices in context, tie them to
competitive challenges, and relate them
to concerns facing line managers. These
contextual factors offer the rationale for
why a transformation should occur.
Everyone should be conversant with
both the realities of the external world
and how HR actions will help your firm
compete in this changing context.

function.
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* Criterion 1: Recognize external reali-
ties and adapt practices and allocate
resources accordingly.

Stage 2: Serve internal and external
stakeholders (customers, investors,
managers, and employees). Value is
defined by the receivers more than by
the givers. To deliver what matters most
to your stakeholders, focus on the deliv-
erables (outcomes) rather than on the
doables (activities). The deliverables
involve investor intangibles, customer
share, and capabilities.

® Criterion 2: Create market value for
investors by increasing intangibles.

® Criterion 3: Increase customer share
by connecting with target customers.

o Criterion 4: Help managers deliver
strategy by building
capabilities.

e Criterion 5: Clarify and
establish an employee value
proposition and enhance
individual abilities.

Stage 3: Craft practices
(people, performance, infor-
mation, and work). HR
practices institutionalize
beliefs and values, and
28 make them real to all stake-
holders. For example, the way you hire,
train, or pay people or the way you
organize work sends messages to peo-
ple about what matters most. By creat-
ing practices around people,
performance management, information,
and work flows, you shape identity and
personality. These practices deliver
value to stakeholders when they are
aligned with your goals. They become
cultural pillars.

e Criterion 6: Manage people processes
and practices in ways that add value.

e Criterion 7: Manage performance
processes in ways that add value.

e Criterion 8: Manage information prac-
tices in ways that add value.

e Criterion 9: Manage work flow design
and processes in ways that add value.

Stage 4: Build resources. Your function
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needs a strategy and structure that will
deliver the most value. The strategy will
help you focus on key factors and re-
spond appropriately to realities; the
structure will organize resources in ways
that govern how work is done.

* Criterion 10: Align the HR function
with the strategy of the business.

® Criterion 11: Have a clear strategic
planning process for aligning HR
investments with business goals.

Stage 5: Assure professionalism. Each
professional must play a role and mas-
ter competencies to deliver value. Roles
represent what people do; competencies
define how they do it. Functions are
only as good as the people who inhabit
them, so having clear roles and distinct
competencies ensures that they will
deliver they value they intend.

* Criterion 12: Have professionals who
play clear and appro-
priate roles.

* Criterion 13: Build
professionals who
demonstrate compe-
tencies.

® Criterion 14: Invest in
training and develop-
ment of professionals.

With these 14 criteria
in place, leaders may
now turn the desire for
transformation into
action to create value
for employees, line :
managers, customers, and investors.

Broad Implications

This new picture of HR has several
implications.

Implications for managers. General
managers set expectations. When man-
agers demand value from HR invest-
ments, they set high standards that
communicate aspirations and shape
how professionals act.

The general manager should high-
light HR’s impact on investor, customer,
business, and employee results. HR
issues should be part of every man-
ager’s performance scorecard, since
managers base their identity on de-
livering value through people.

Implications for senior HR executives.
Senior executives have many conversa-
tions that lead to action. With the HR
value proposition as a foundation, these
conversations focus on results relevant to
each stakeholder. With investors, conver-
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sations focus on how intangibles can cre-
ate sustained market value. With cus-
tomers, conversations focus on customer
needs and expectations and increased
customer share. With line managers, con-
versations center on delivering business
strategies. With employees, conversations
propose an employee value proposition
that assures that if and when employees
deliver value, they will get value. With
HR professionals, conversations capture
both the roles and competencies they
require to deliver value.

Each conversation is then sustained
by creating strategies, organizations,
and practices that endure. Conversa-
tions turn into commitments and
rhetoric into results.

Implications for HR professionals.
When roles are clear, professionals can
describe what they do in ways that set

' expectations of them-
selves and others.
.| When competencies
| are defined and
| demonstrated, profes-
| sionals know how to
deliver value. To be
competent in your role,
you need a mental
model of the value you
create, and then assess
yourself against that
| model. Careers for HR
professionals who fully
. grasp and deliver value
may vary widely.

Implications for the HR profession.
Leading thinkers, admired firms, and
respected executives converge on issues
central to HR. Good-to-great compa-
nies, leaders who execute, firms with
reputations as best places to work, and
leaders in management'’s hall of fame
all exist because of the people and orga-
nization practices that are put in place.

Now, business success comes from
HR, and the DNA for HR success is the
value proposition. With this value
proposition, the HR profession has a
point of view about what can be for all
stakeholders, a set of standards about
how HR investments in strategy, struc-
ture, and practices should be made, and
a template for ensuring that each pro-
fessional contributes. The value propo-
sition is the blueprint for the future. LE
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Action: Use these criteria to transform any function.
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