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The human touch

Now more than ever, Chief Human Resources
Officers need to see themselves as HR strategists
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As the lead strategist for human resources manage-
ment, the Chief Human Resources Officer has a
major part to play in ensuring the company’s long-
term success - a success that must be founded on
highly effective people development strategies,
encompassing far more than just a competitive pay
scale. The human resources function must finally
move beyond defining HR processes to embrace
strategic elements as well. Only then will HR be
able to make a genuine contribution to the organi-
zation’s capabilities.
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RECENT ECONOMIC DEVELOPMENTS have made
it dramatically clear that it is not the invisible hand of the
market that determines the success or failure of an enter-
prise, but the people who work there. It was the poor de-
cisions made by many individuals and the criminal be-
havior of a few that touched off the downward spiral of
the current crisis — providing the ultimate proof that hu-
man resources are a decisive factor in the fate of the
economy. Given this background, it seems remarkable
that the public debate and commentary on the situation
ignores, or at best only touches on, any connection to
fundamental flaws in corporate human resources (HR)
policies, or — as is most likely — in their execution.

Why this blind spot? The answer lies in the way hu-
man resources management is perceived as a discipline.
HR is still widely seen as an administrative function and,
in many cases, has not yet been invited to bring its capa-
bilities to the “strategic table.” Furthermore, it remains
the case that in many organizations the head of HR does

not sit on the board of management, but reports to it.

HR management as a strategic discipline

HR executives and their departments are themselves at
least partly to blame for this state of affairs. They are —
despite years of statements to the contrary — often still
primarily occupied with administrative matters like pay-
roll structures. But while effective HR administration is
essential to the smooth running of the company, the true
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contribution of human resources management only be-
comes apparent when HR is empowered to exert a con-
crete influence on the organization’s capabilities.

Many employees and even executives still think that
the primary duty of the personnel department is to look
after their individual interests — but this is not the case.
True, one element of human resources management is
keeping an eye on the needs of each employee. But this
can only occur as part of a larger effort to facilitate and
enhance the success of the company as a whole through
an optimal personnel strategy. This is the ultimate goal;
all others are secondary. When it shifts its focus to strate-
gic matters, HR can contribute to the success of the com-
pany in myriad ways, as illustrated below.

Managing costs, values, and talent

Unnecessary failures and high costs can be headed off
by bringing human resources management to the corpo-
rate strategy development table early on. For example,
when a new market is targeted as part of a growth strat-
egy, but qualified employees are not available on the
ground in sufficient numbers, the head of HR can call at-
tention to this in good time and/or initiate the necessary
recruitment and training measures to bridge the looming
personnel gap.

Second, HR management can frequently act as an im-
portant catalyst in areas such as change management and
the way in which the values and culture of the company
find active expression — a critical function, as recent
events have shown. A corporate culture in which values
are declared in the mission statement but never put into
practice can, as we have seen, have fatal consequences.
Needless to say, the CEO has the primary responsibility
and accountability for a credible and sustainable leader-
ship culture. But human resources management also has
aunique governance function that goes far beyond draft-
ing and submitting HR policies to address the matter. Its
task is to ensure that, within the framework of perform-
ance management, individual contributions to the com-
pany’s success are only rewarded when the behavior of
the employee in question is in keeping with the core val-
ues of the company — and of society.

Recruitment and talent management are other HR
functions that go far beyond the purely process-based
definition. Strategic talent management makes it possi-
ble to attract and develop the right employees to promote
the company’s long-term objectives. For example, HR
can take an active role in making diversity a genuine
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competitive advantage for the company — an extremely
important contribution, since globalization has not just
made markets and customers more international and di-
verse, but employees and management teams as well. By
definition, the inclusion of diverse talent also gives ac-
cess to additional highly qualified human resources in
all labor markets. Finally, HR is in a position to identify
critical changes which are likely to happen in the active
population and to trigger the adaptations the company
needs to make in order to face future labor shortages ef-
fectively.

The new Me Generation

It is also important to bear in mind the expectations
of the rising generations who represent the workforce of
the future. This is especially the case with those born
after 1980, the men and women of Generation Y. The
people of this generation don’t live to work; they work to
live. Interested in more than just earning money, they
place at least as much value on opportunities for person-
al and professional development. They are on the look-
out for career opportunities that will grant them respon-
sibility, reward good performance, and give them the
chance to fulfill their personal career goals. In addition,
they expect to have enough time for leisure activities and
raising a family. Now more than ever, young people are
paying attention to what a company stands for. In the
years to come, companies will have to adapt their per-
sonnel polices to reflect this shift in focus.

These policies will have to become far more elabo-
rate and sophisticated, especially in terms of flexibility —
not only in working hours and locations, but also in the
professional and personal development of up-and-com-
ing talent. If they are going to offer the desired level of
flexibility, HR managers will have to take into account
more than just employee needs and future business chal-
lenges. They will also need a clear understanding of the
different groups on the payroll and the ways in which
their goals diverge.

HR managers must therefore fulfill numerous and dis-
parate requirements if — within the context of the corpo-
rate strategy — they are going to attract and motivate the
talent the company needs. Benchmarked compensation
packages and performance-based incentives may be im-
portant, but they will not do the job on their own. The ex-
perience of recent years has repeatedly shown that com-
panies that pay top salaries still lose top people when the
leadership and value culture are found wanting — and that
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the wrong people end up staying, with disastrous conse-
quences for the company’s future. Also, more care and
energy will doubtless have to be devoted to employer
branding; to cater to the varied needs of different target
groups, the approach will have to be multifaceted and
the delivery more flexible.

These examples provide some impression of the
complexity and scope of the challenges that must be
mastered in order to offer qualified employees and exec-
utives an attractive working environment and interesting
career opportunities. In addition, the situation demands
that a multitude of paths and measures be explored, with
the ultimate purpose of defining a reward culture in
which talented personnel are recognized for their
achievements, valued for their hard work, and supported
in developing their potential — and which honors behav-

ior that conforms to the organization’s values.

The CHRO - from administrator to
strategic leader

The top position in this HR organization must be occu-
pied by a strong, independent personality — the Chief
Human Resources Officer, or CHRO. These leaders face
highly complex responsibilities and can only be truly
successful with the support of CEOs who recognize the
importance of the strategic aspects of an effective per-
sonnel policy and harness them.

Of course the successful CHRO needs a solid HR
skill set that ranges from classic human resources ad-
ministration and today’s often complex compensation
models to strategic talent management. Also necessary,
however, and at least as important, is a deep-rooted un-
derstanding of the company’s business. Otherwise the
head of HR’s input to strategic matters will not be taken
seriously.

However, it is not sufficient to merely understand the
business strategy and translate it into the best possible
HR policy. If the human resources function is to be in-
volved in the development of a strategy from its incep-
tion, the Chief Human Resources Officer must be able to
work with the other members of the executive board to
evaluate trends and anticipate market developments.
CHROs must be capable of asking the truly pertinent
questions, as this is the only way to influence corporate
strategy from the human resources angle.

It is not just professional competence that makes a
good Chief Human Resources Officer, but a strong per-
sonality as well. While on the one hand CHROs must

guard their independence and not become embroiled in
corporate politics, on the other they need strong powers
of persuasion and the ability to influence people. People
expect them to be open, accessible, and extremely trust-
worthy, and at the same time impartial and objective. A
CHRO who enters into political alliances or hides in the
CEO’s shadow will quickly lose credibility. CHROs do
need the support of the chief executive, however,
because they often have to assert their authority without
the benefit of institutionalized empowerment — for ex-
ample when central HR policies have to be implemented
at largely autonomous business units.

In addition to seeking out and maintaining contact to
talented employees, successful Chief Human Resources
Officers establish a personal presence and remain ap-
proachable. They also understand what is happening in-
side competitor companies and know how to ensure that
their organizations remain attractive in the market for
new talent.

In sum, effective Chief Human Resources Officers
command knowledge and skills that go well beyond the
limits of classic personnel responsibilities. They are far-
sighted strategists with a nose for business and a passion
for working with people. As such, CHROs are able to
shape HR management into an important guarantor of
the company’s long-term success.
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