CHAPTER 1

What HR Can Do

Global competition, advances in informati
offshoring, and a host of other changes ar
constantly examine and reevaluate how tl
creating new strategic initiatives and sign
operate. They are utilizing new technolog
redesigning work, relocating their workfc
processes to respond to an increasingly di
titve environment. These important chan
tions for their human capital and their hu
are organizations changing their human ¢
Are they redesigning their HR functons?

During the past decade it has been diffict
or magazine that doesn’t point out how n
business world have made human capital
most important asset (Lawler 2008). The *
focus of a great deal of writing focused or
developing the “right talent” (Guthridge,

The annual reports of many corporations
and intellectual property are their meost ir
nizations, compensation is one of the larg
service organizations it often represents 7
cost of doing business. Adding the costs ¢
resources management activities to comp
the human resources function often has r«
of an organization’s total expenditures, ar

But the compensation cast of human capi
most important, consideration. Even whe
very little of the cost of doing business,
nificant impact on the performance of mo
Cascio and Boudreau 2008). In essence, w
organizations are likely to havelittle or n
mated production facilities require skillec
operate them. Knowledge work organizal



Not all organizations can or should look upe
major source of competitive advantage (Law
zations it may be sufficient to simply have tz
relatively simple jobs effectively. But in an ir
zations, talent that is better trained, motivat
source of competitive advantage. It can mak
to be more innovative, develop superior pre
edge, and offer superior services.

A growing body of evidence affirms that HE
impact on the performance of an organizatic
Brockbank, Johnsen, Sandholtz, and Younge
the relationship between a firm’s performan
conducted by Becker and Huselid (1998). In
tions, they found that firms with the greates
that reinforce performance had the highest r
They argued that HR practices are critical in
value of a corporation, and that improveme
to significant increases in the market value c
cluded that the best firms are able to achieve
strategic excellence in their HR systems.

Roles of the Human Resources Organization

The HR function can add value by adopting
But two other roles that it can take on allow
Lawler (1995) has developed this line of tho
roles HR can take on. The first is the familia
ment role (Exhibit 1.1).

The second is the role of business partner (E
developing systems and practices to ensure
resources have the needed competencies anc
etfectively. In this approach, HR has a seat a
issues are discussed and brings an HR perst
When it comes to designing HR systems anc
focuses on creating systems and practices th
strategy HR measures the effectiveness of tt
ment practices and focuses on process impre

The business partner approach positions the

addad nart Aaf an Araanization an that it can



AIM3S

PROCESS

PLANNING

Support business.
Provide HR services.

Build performance management capabil
Develop managers: link competendies tc
Plan succession.

Enhance organizational change capabili
Build an organizationwide HR netwaork.

HR (and all other functions) inspect busi
inserted in the planning process.

Exhibit 1.1. HR management

AIM3S

PROCESS

PLANNING

Line management owns human resourc
HR is an integral member of managemel
Culture of the firm evolves to fit with str

Organize HR flexibly around the work to
outsourcing).

Focus onthe development of people an
organizational design}.

Leverage competencies, manage learnin
redesign capabilities,

An integral component of strategic and
management tear,

Exhibit 1.2. Business partner

AlMS

PROCESS

HR is a major influence on business strat
HR systems drive business performance.

Self-service for transactional work.
Transactional wark outsourced.
Knowledge management.

Focus on organization development,
Change management.

Human racrnima nracaccas tiad ta hocing



[n acting as a strategic partner, HR plays a 1«
organization develop its strategy. Not only ¢
strategy table, HR helps to set the table. Bou
2005b, 2007) support this idea by suggesting
shaped and enhanced by bringing a human
HR’s role in strategy:

[n the knowledge economy; a firm’s strategy
its talent. Thus the human rescurces functior
designed as a strategic partner that participz
lation and implementation. [ts expertiseina
oping, deploying, metivating, and organizir
to both. Ideally, the HR function should be k
business and expert in organizational and w
can help develop needed organizational cap
nizational change as new opportunities becc

To be strategic partners, HR executives need
of business strategy, organization design, an
and they need to know how integrated hum
strategies can support organization designs
requires extending HR's focus beyond deliv
tices to a focus on the quality of dedisions ak
and human capital (Boudreau and Ramstad

As a strategic partner, HR can bring to the tz
often missing in discussions of business stra
edge of the human capital factors and the or
are critical in determining whether a strateg
Many more strategies fail in execution rathe
(Lawler and Worley 2006).

Despite compelling arguments supporting h
ment as a key strategic issue in most organiz
that of others finds that human rescurce exe
gic partners (Lawler 1995, Brockbank 1999, 1
Mchrman 2006). All too often, the human re
an administrative function headed by indivi
focused on cost control and administrative =
Lawler and Mohrman 2003a; Boudreau and
almost entirely from the list of HR focuses a



There is some evidence that this situation 1
resources function is beginning to redefins
value it adds. The first four phases of the

2001, and 2004) found evidence of some ¢
desire for change than actual change (Law
Lawler, Boudreat, and Mohrman 2006). T
study is to determine whether this is still

corner and become a strategic partner.

One possible view of the human resource
presented in a study of business process ¢
Fitz-enz, and Madden (2004). It shows ho
(British Petroleum, International Paper, Pn
transferred many HR administrative activ
vendors, and to highly efficient processin
was left to focus almost exclusively on bu
ing the organization and its human capite

Outsourcing HR administration is consist
that the HR function needs to be redesign
partner (Ulrich 1997, Ulrich, Losey, and L
Brockbank (2005) have argued that the HI
compelling value proposition that focuser
value of an organization’s intangible asse

Boudreau and Ramstad (1997) note that t
in a way similar to finance and marketing
as largely administrative units (accountin
business partners that help formulate bus:
them. Indeed, they have been so successtt
they don't have to refer to themselves ast

Creating Change

Describing the new role of the human res
first step in the HR function’s transition
For decades, the human resources functic
staffed to carry out administrative activiti
require a different mix of activities and pe
figuring the HR function to support chan,
organization designs. It also will require t
tion to have very different competencies t



that traditionally have been performed by tt
by employees and managers on a self-servic
tems simplify and speed up HR activities su
job posting and placement, address changes
fits administration, they can handle virtualls
task. What is more, these systems are availal
be accessed from virtually anywhere by anyt
possible, convenient, and efficient.

Perhaps the greatest value of HR IT systems
the integration and analysis of the HR activi
to make HR information muich more accessi
guide strategy development and implement
tracked and analyses performed that make 1
to develop and allocate their human capital
and Ramstad 2007, Lawler, Levenson, and B

A strong case can be made that HR needs to
and analytics capabiliies. Our previous four
as one of four characteristics that lead to HR'
Managers and executives want measuremer
decisions about human capital. All too often
the traditional paradigm of delivering HR s«
in ways that satisfy clients (Boudreauand R

HR has become more sophisticated in its me
seem to be leading to increases in organizati
leaders can now be held accountable for HR
employee attitudes, bench strength, and perf
ever, this is not the same as creating an effec
is how to use HR measures to make a true s
organization.

Boudreau and Ramstad (2007} have identifie
of a measurement system that drive strategi
effectiveness: logic, analysis, measures, and
are essential, without the other three compo
remain isclated from the true purpose of the

Boudreau and Ramstad have also propased
strides by learning how more mature and pe«
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1. Efficiency asks, “What resources are
and practices?” Typical indicators of et
time-to-fill vacancies.

2. Effectiveness asks, “How do our HR p«
talent pools and organization structur
Effectiveness refers to the effects of H
human capacity (a combination of cay
vation) and the resulting “aligned act

3. Impact retlects the hardest question of
do differences in the quality or availal
affect strategic success?” This questio:
mentation, just as for marketers a con
tion asks, “How do differences in the
customer groups affect strategic succe

Today's HR measurement systems largely
ciency, though there is some attention to e
focusing on such things as turnover, attitu
2004). Rarely do organizations consider in
of different talent pocls on organizational
it is rare that HR measurement is specifica
most likely to have the greatest effect—on
financial outcomes and sustainability also
strategic HR can affect these as well (Bouc

The Emerging HR Decision Science

The majority of teday’s HR practices, ben
reflect the traditional paradigm of excelle
high-quality HR services in response to cl
advocates more “strategic” HR, it is often
services that are important to executive cl
competency systems, board governance, :
service-delivery paradigmis fundamenta
that clients know what they need. Market
for business results are now recognized a
However, these often amount merely tou
business results to assess the popularity ¢
their association with financial cutcomes.
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learning how these fields evolved into the pc
functions they are today. Their evolution pix
should be next for HR. The answer lies not j
other organizations but in evelving to be sin
tions such as finance and marketing,

[n marketing, decision science enhances dec
finance, decision science enhances decisions
capital, a decision science should enhance d
talent and decisions made both within and ¢
Boudreau and Ramastad have labeled this en
talentship, because it focuses on decisions the
of thehidden and apparent talents of curren
(Boudreau and Ramstad 2005a, 2007).

Organization Design

Organization design is increasingly being re
enables organizations to develop capabilitie
in ways that produce a competitive advanta
ing design features with an eye to the value
how they help the organization accomplish

Organization design is more than structure;
management processes, rewards, people sys
and work processes. These elements must fi
each other for an erganization to perform ef

Organization designs invelve complex trade
Clearly; one design approach does not fit all
ness models emerge, new approaches and o
up to deal with the complex requirements tt
address, These new models include comple
grated firms, customer-focused designs, and
Furthermore, multibusiness corporations ars
businesses exist in different markets and fac
Consequently, variation in organization desi
multibusiness corporations and between bu,
Thus, for the organizations and the HR func
situations. Different organizational forms re
tions, and thus different HR functional desig



2006). Confirmation of this statementis pr
and Benson's 2001 study of the Fortune 10
relationship between firm finandal perfor:
management practices designed to increas

Recently, O"Toole and Lawler (2006) have
approaches tomanaging talent have enco
human capital for competitive advantage
approaches to organizing and managing 1
ported by different organization designs ¢
the low-cost-operator approach calls for a
highly structured jobs and excellent contr
the high-involvement approach and the g
require interesting, challenging jobs as we
people in contact with the external envire
approach to management and then imple
sents a chance for the HR function to add

Design of the HR Function

All parts of organizations—operating uni
need to be designed to deliver high value
requires the development of a business m
defining what kind of value they will deli
willing to pay for because it enhances per
them to determine how services can best |

The HR organization must think about w.
design of the HR function indeed do crea’
zation—that is, one capable of delivering
suming the fewest possible resources. Do
the way HR organizes to deliver routine t
tional HR systems development and adm
ness support.

HR must think about its own structure, cc
ages, competency development, manager
information technology to ensure that sca
deployed to deliver value. In addition to1
optimally designed, HR must also ensure
helping design the company and its varic



Organization design decisions for HR funct

as a whole are made in four key areas:

1.

o8

Which activities should be centralized as
should be decentralized in order to prov
needs of different parts of the organizati
nizations are combining centralization a
to be big (coordinated) in functions such
is an advantage to being big; and small (
in functions such as new product develc
advantages to being small and agile.

Which functions should be performed in
outsourced? Companies should outsour
high-quality services and products more
than they can generate them internally.

Which functions should be hierarchicall
should be integrated and controlled late
zations should function in a lateral mans
synergies across various parts of the org
functional units to carry out entire proce
suppliers and customers. Organizations
to leverage across business units while s«
management approaches that give the o
and control to various business units,

Which processes should be [T-based? To
wired and have ERP systems that can d«¢
trative work of HR, but when is it advar

Traditionally, HR has been organized in a hi

many other staff groups such as IT), and it h:

ing, administering, and enforcing adherence

As a result, often HR hasbeen seen as exper
suming resources disproportionate to the va

pany. Among the changes in structure and p
advocated for staff functions such as HR are

1.

2

Decentralizing business support to oper
increase responsiveness,

Contracting with business units for the«
ered, and perhaps even requiring servics



4. Using information technology to mak
to deliver increased value.

o

Participating in cross-unit teams in or
vices, to partner with customers to in
systems, or to bring the HR perspectir
cross-functional team activities.

6. Creating centers of excellence that prc
consulting capacity to the business,

7. Increasing the rotation of people with
between staff and line, and having fev
narrow staff function, in order to broe
staff professionals and increase their ¢
as well as increasing depth of underst
line management.

8. Fitting the services and structures of t
ness strategy.

Conclusion

The future of HR functions in organizatio
hand, if HR doesn’t change, it could end 1
tive function that manages an informatios
and vendors who do most of the HR adm
hand, it could become a driver of organiz
ness strategy. In many organizations, one
competitive advantage is effective human
than ever before, the effectiveness of an o
ability to address issues such as knowled;
agement, and capability building, which «
the HR functon. The unanswered questic
will rise to the occasion and address these
shows relatively little attention to them in
and pressure to change may have created



