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Who says HR needs to become more strategic?

The Roffey Park Institute’s 11th Annual Survey
 of the issues and challenges facing managers identified a number of key themes. These included leadership, employee engagement, organisational learning and talent management. In this context, it raised particular issues for the Human Resources (HR) function. Most Line Managers surveyed saw people development (92%), performance management (85%), and recruitment and selection (75%) as part of HR’s responsibility. However 53% saw HR as reactive and 37% thought HR lacked credibility.

The main challenges for HR were seen (by all managers surveyed) as performance management and change management, consistent with the results in previous years. However in 2008 there is new focus on HR needing to become more strategic (up 8%), retaining organisational talent (up 6%) and managing change (up 5%).
HR’s belief is that its top challenge is becoming more strategic (65%).

This article describes a strategic process for tackling talent and change management.

How can HR focus on its roles more strategically?

Talent retention was seen by the Roffey Survey’s participants as being difficult particularly given changing views of the requirements of the business. This led to tactical, reactive decisions which caused issues downstream.

Managing change, similarly, was often overtaken by events and new pressures on the business, “in the ever changing competitive environment”.  In addition, today’s economic climate heightens the uncertainty and ambiguity that HR managers face.  So there is a clear need for HR to take a longer term, strategic view of the resources of the business, and the way in which requirements are changing, in order to retain talent and manage change.

One example of a strategic view of a business was an infrastructure business that we worked with. An audit of their engineering force showed that most of their engineers were over the age of 50. In many companies, this would be a cause for concern. But in this business, a change in technology meant that far fewer engineers would be required in ten years time, so this was not a problem.

In another example, in working with public sector organisations in the North West, we realised that the size and demographics of the workforce meant that every single school leaver from the North West would need to join the public sector for the next ten years in order to fill the gap. But when the type of work was analysed it was clear that much was being computerised, requiring fewer and different staff, and other tasks could be done remotely, either within the UK or off shore. 

So any strategic approach to talent and change management needs to take a strategic look at the shape of the business in ten years time, taking into account the role of technology as well as changing demographics.

The HR ‘FutureProofing’ tool set

We have used a process which embeds this strategic view and is implemented in four steps. The first two can be implemented in parallel: an audit of the human capital of the organisation, and a scan of the external world and industry, looking for trends which could become sources of change. Then a Board or HR Executive team workshop uses scenarios to create a set of possible futures for the business and a later workshop explores the implications for people.

The advantage of this approach is that talent management planning relates to the business demands and anticipates how these may change.

Audit of the human capital

This audit is based around existing data in the organisation where possible, and captures demographics and skills. It particularly looks for people who are multi-skilled through previous careers or moves within the organisation.

This provides an input to the decision workshop, together with the external views described in the next two sections.

Scanning the external world – global forces, the industry

The scan starts by looking at the global forces, one view of which is represented in Figure 1 below. Clearly the implications of the drivers are different for different organisations and industries. For instance, a food company may need to focus on changing sources of raw materials, while a public sector organisation may need to focus on the implications of technology – particularly IT – and of the mobility of people. The outline presentation of these can be downloaded from the SAMI web site www.samiconsulting.co.uk/HR. 
The specific forces affecting the organisation are identified through scanning a range of electronic, paper and human sources, using interviews with industry watchers and competitors as well as internal staff.

The output is the context for the scenario workshop.
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Figure 1: Five Drivers of Change
Scenarios

HR ‘FutureProofing’ has a number of clear benefits, including:

· Taking a view of possible different futures gives individuals an opportunity to look across their business and outside their current responsibilities, and avoid defensive behaviour – after all, these scenarios are imaginary futures.   They are, thus, safe to experiment with.

· Thinking out of the box increases the ability to see new opportunities, which may turn out to be appropriate across all scenarios.  People exercise the ‘thinking muscle’, developing creativity and increasing their awareness of what might happen and therefore, carrying that thinking through, the contingency plans they could consider.

· Requiring dialogue at senior level about strategy and the assumptions behind strategy, it creates a shared vocabulary and understanding of the issues.

· Setting a framework for strategy

· Identifying early indicators, for instance news paper headlines, increases the ability of the organisation to recognise that change is happening and then respond appropriately to that change. 

An introduction to Scenario Planning can be found in “Scenario Planning – Managing for the Future”
. This contains a number of case studies of the use of scenarios in the public, private and NGO sectors.

A two day Board or HR Executive workshop will provide an experience which gives coherence to the views of the future for the organisation, and a set of early signs indicating that a particular future scenario is becoming likely.

After the scenario workshop, the stories are written up to provide input to the second workshop where decisions can be made about how to go forward.

Decisions

A one day workshop with the same group that developed the scenarios explores the implications of the views of the future for people, taking the profiles captured during the audit into each scenario.

This allows the group to identify immediate actions, robust across all scenarios, and to flag contingent actions for other scenarios. This is supported by Action Learning groups to support the change and capture the learning as the strategy is implemented.  These groups will also share learning and the knowledge of how the implementation is working as well as providing the ability to notice when early indicators are occurring and respond to them quickly.  Figure 2 summarises the overall process.
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Figure 2: Plan human talent
Case Studies 
The Construction Skills Sector Council wished to look at the labour requirements for 2020, and the implications for skills training. 

Here we used the scenarios for the UK in 2020 developed by the dti, which suggests four possible worlds. Figure 3 below shows the four scenarios (World markets, Global sustainability, National enterprise, Local stewardship) and conventional development in relation to two drivers of change: social values (x axis) and systems of governance (y axis). Social values range from individualistic values to more community orientated values. Systems of governance deal with the structure of government and the decision making process, ranging from autonomy where power remains at a national level or becomes more regional, to interdependence where power increasingly moves to other institutions e.g. up to the EU, or to other international bodies, or to multi-national corporations. 

The scenarios can be compared to different countries as role models – these analogies are by no means complete but are intended as a basis for discussion and enquiry!

· World Markets – the US

· Global Sustainability  - Netherlands

· Local Stewardship - Denmark

· National Enterprise - Switzerland
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Figure 3 Four Scenarios

The study involved using the forecasting model for skills needed in the construction sector developed by Experian as a basis, and exploring the difference under each of the scenarios. The study reached some significant conclusions:

· In all scenarios there is continuing demand for construction workers

· But the mix of skills will be different

· There is a need for multi-skilling and the end of “silos”

· Climate change and resource efficiency demands will cause changes in the methods used, potential increase in productivity eg from modularisation

· Construction companies will need to pay more attention to recruitment and retention because of global war for talent and increased mobility of workers

The full report is available from the Construction Sector Skills Council, or via their website. 

Arup 

Arup is a global firm of designers, engineers, planner and business consultants providing a diverse range of professional services to clients around the world. 

Its unbroken record of success has seen growth rates achieve 30% a year. Nevertheless, the company is anything but complacent. So, in 2006 Stella Littlewood, its Vice President of Human Resources decided that it was important to stand back and think more strategically about the future in general and Arup’s approach to human resources in particular. 

She decided that scenario planning would offer the Human Resources Executive, which is a sub-set of the main board and which she chairs, a chance to have a structured conversation about possible futures.

We were invited to run a three-hour workshop at one of the regular meetings of the board, which included senior executives from around the business. We decided to use the Shell Global Scenarios to 2025 as a basis for the discussion since they offer three different views of the world:

· The world is run by ‘people like us’;

· The world is full of fractious nations;

· The world is run by bureaucrats who make everything grind to a halt. 

The meeting was split into three groups, with each given one of the scenarios to decide if the strategic plan would work in all three scenarios by answering the following questions;

· What are the challenges to our existing (and planned) business in this scenario? 

· What are the implications for people?

· What are the new or increased opportunities in this scenario?

The results

The ensuing discussion highlighted the fact that the company’s HR strategy was very much attuned to the more benign scenario of ‘the world is full of people like us’ and that the other two scenarios would demand different HR strategies. While the current strategy was still deemed to be the right one, the exercise did lead to questions of whether, for instance, the same HR policies were always appropriate for different countries. More significantly, it awakened the group to the fact that it was essential to be alert to a changing world. 

Conclusions

The HR function has a set of tools to help think strategically about talent management – retention and recruitment – and change management. Leading organisations have started to use future scenarios to think about HR policies, talent management and change management – but many others have not yet engaged systematically with the future in considering their human resources.
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Any division of the complex set of forces at work today is bound to be arbitrary. Some people use 24 forces, others 10. We find that the five drivers of change here allow us to discuss the ways in which our world is changing.

We are in uncharted territory in terms of climate change, with atmospheric CO2 at high levels. We are in uncharted territory as we find that if everybody on earth consumed at the rate of consumers in California, we would need 9 planets. We are in uncharted territory as globalisation includes global connections at speeds never encountered before. Advances in technology – biotechnology, nano technology, cogno technology and information technology are  posing questions of society that we have never needed to answer before. And there are more people than ever before, more educated and more mobile.

Together these forces are leading to a changing balance of world order, away from the European (and North American) cultures that have shaped the last two centuries.
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