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1. Dudu Msomi honoured

My soil is immersed with the blood of martyrs, war
veterans, freedom, fighters and soldiers. | have unshackled
myself from my repressive past. | am respectful enough not
to forget lest | repeat the same, but abundant enough to
forgive and share what | have with the world. | am on a
mission of sustaining peace and stability. A path set to
reconcile old foes and make new friends from near and far.
To create growth opportunities for all you who to want
develop and flourish. To redistribute wealth and resources

to the poor. Come with me on thisjourney.
©Mpho Makwana/Dudu Msomi

HRCOSA has awarded Ms Dudu

 Nsomi (ex-CEO IPM) with a
proiess HRCOSA Commendation for the

Work Life Bal

tireless efforts she put into the HR
community.

HRCOSA President said the
following in a mail to the HR
Community after hearing of Dudu’s
resignation as CEO of the IPM:

“HRCOSA would like to express its appreciation and
thanks to Dudu for the many initiatives and efforts she
has personally made to advance the cause of the
Greater HR Community.

Unbeknown to many out there Dudu can be credited
with the following in relation to the HRCOSA:

Dudu facilitated meetings between key decision
makers in an effort to end the years of
disagreement.

Co-operation and understanding was established
after Dudu personally intervened with past
president Mpho Letlape for the 2003 HR
Crossroads Conference

Dudu personally ensured HRCOSA / IPM co-
operation at the 2003 IPM Convention

At each and every IPM core function Dudu
ensured that HRCOSA President and Exco were
invited and many a great event was enjoyed as a
result

Throughout the many months of conflict and
problems, Dudu never lost sight of her
professionalism and never chose sides

Dudu constantly sought the facts and the logic in
her approach, was a worthy debate and most of
all a honest and open participant in the HR
debate(s)

And the list goes on and on....

| can say without reserve that | would join Dudu in any
venture and would like her by my side in any difficulty,
hers is an example to be followed by many a
practitioner.

Watch the press - this young dynamic professional is
going places!!”

http://www.ipm.co.za/downloads/ceo_pages/article_15_final.pdf

2. Professional Associations

The proposed HR Act does not spell out the roles and
benefits to the many recognised Professional
Associations (PA) and Member Organisations (MO).

In essence the PA/MO require the assurance that the
HR Act will in no way limit or diminish their roles and
independence to function in the best interest of their
respective members.

Added to this the PA/MOs need the assurance that
the funds raised from the HR Act, estimated to be in
the region of R50M+ will in fact by legal means be
reverted to the PA/MOs.

PA/MOs are also acutely aware of their primary role to
create and not destroy business.

The HRCOSA has recognised this and other
fundamental needs and has requested the SABPP to
redraft the proposed HR Act, with these matters
included.
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They have agreed to do so and a process is under
way for the three parties to meet, i.e. each
Associations with the SABPP and HRCOSA.

The core aim of these meetings is to provide:

Assurances of inclusion / independence
Sharing of funds collected

Satisfy PA/MO requirements for the HR Act
Redraft the HR Act

Associations will be required to comply with the
globally accepted norms for consideration as a
profession, having:

An academic body of knowledge

Formal NQF training courses

A Professional Registration Organisation

An enforceable Code of Ethics / Conduct

The ability to exclude those who do not meet the
formal academic (incl. RPL) requirements

The ability to control the supply & demand of
practitioners

A recognised transformation charter / process

Obviously they will need to comply with all South
African Labour and other legislation.

3. HR Act (HR support)

We would like to remind every one of the support that
the opposed HR Act has received to date.

A process of canvassing the BEST COMPANY TO
WORK FOR businesses is now underway and a list of
their responses will be provided shortly.

It will be interesting to see if the best companies to
work for do in fact support professionalising the HR
profession and if they are in fact very serious about
HR.

4. HR Act (Business support)

We have sent a letter to all 50 Top Companies and
the following can already be provided:

C = More consultations

H = Consider it an internal HR Profession matter
R = Reject

A = Support*

Business or Organisations

Business Unity South Africa (BUSA) A/H

SA Chamber of Commerce (SACOB)

Johannesburg Securities Exchange (JSE)

SA National Defence Force (SANDF)

Gauteng Govt HR Shared Services (GSSC)

Republican News Agency (RNA)

> > |>|>

Formax (FMX)

Pretoria Portland Cement Company

Microsoft SA

Rand Merchant Bank

Network BBDO

WesBank

South African Breweries Limited

A=Support*, R=Reject, C=Consultations

HR Organisations

Flight Centre SA

Hollard

CAPES**

©O|N|® O]~ N =

. Kelly

HCI(SA)

10. Syngenta SA

IRASA

11 to 50 follows

IIR

WDI

ASTD SA

AMHRP

APPETD

EAPA

IODT

IMPPSA

IoSM

ISPI

SIOPSA

SABPP

SANDF

SARA

GSSC

> > > |> | BB > > > > > > > > > >0

RNA

* Does not imply approval, each must still sign off final draft.
** Representing whole recruitment industry.
Check acronyms at end of News Letter

* Does not imply approval.

5. HR Charter

HRCOSA is extremely happy to announce the
appointment of a Vice President for Transformation —
Lumka Funani.

In addition we're excited about our meetings with the
DTI in order to get the elements of the Charter into
print, consultation, publication and practice.

Too long now HR professionals have been excluded
from this vital part of the South African labour
landscape.

It seems almost traditional IN OUR PAST that those in
power exclude themselves from groundbreaking
change and transformation — choosing to claim that
they are different.
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HR is NOT different from any other profession and as
such is subject to the same elements, including
transformation!

Please take some time to study the proposed HR
Charter:

HRCOSA

Pl Wi 8 Dot 8 5 Bt Al &

= e b b am [om et
= Lonsulation Locoiment =

HUMAN RESOURCE
CHARTER

FOR THE
SOUTH AFRICAN HUMAN
BESOURCE INDUSTEY AND
RELATED PROFESSIONS

HRCOSA plans to publish the same report as for the
HR Act on the support / non-support for the HR
Charter.

6. 2006 HRCOSA Projects

HR Professions Act — Professional Assoc. & Member
Organisation review mechanism [Huma van
Rensburg].

HR Charter — DTl and HRCOSA consultations and
finalisation of draft for DTI [Lumka Funani].

HRCOSA organisation’s strategic priorities -
Initiatives identification process [Dr Pat Naves].

HR Member Organisation — Establishment and
development / support for new non-aligned, non-
political, non-racial, non-sexist, non-click / grouping
and definitely non-special relationship HR member
organisation (e.g. Human Capital Institute) [Shaun
Schwanzer].

1. Why HR Governance Matters

Historically HR leaders have not been challenged to
think formally about functional governance issues. By
"functional governance" we mean applying an
approach to governance that focuses on performance
(results) as well as conformance (compliance) to key
support functions (HR, Finance, Technology).

Sarbanes Oxley has made all corporate and functional
executives much more aware of their personal and
legal accountabilities.

In the few instances where HR governance has been
made explicit, it is usually synonymous with
compliance and does not address the central issue -
improving leadership and management of a function
that invests an average of 36 per cent of operating
revenue in remuneration, retirement, training and
other human capital programmes

With over a third of company revenue at stake, its
time for CEOs to expand their focus from compliance-
driven corporate governance to the far more
productive and profitable issue of functional
governance.

In this article, we explore the potential performance
enhancement opportunities achievable with improved
HR Governance.

What is HR Governance?

As HR Governance is a relatively new organisational
practice, there is not as yet a commonly
acknowledged definition. Mercer defines HR
Governance as the act of leading the HR function and
managing related investments to:

optimise performance of the organisation s human
capital assets;

define stakeholders and their expectations;

fulfil fiduciary and financial responsibilities;
mitigate enterprise HR risk;

align the functions priorities with those of the
business; and

assist HR executive decision making.

Its important to note that while corporate governance
is treated as a strategic objective to attain, HR
governance is not. HR Governance is a systematic
approach to management that enables the function
to achieve strategic and operational objectives and
performance outcomes.
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The chart below illustrates the relationship between
business, human capital and HR functional strategies
that influence HRs operating model and inform its
governance system.

Exhibit 1
How HR governance aligns with organizational strategies

Sourdng
What actadties will we do
curseheshave others do?

manage, and . wxpected value
mathate &

th What capabilities are nesde:
an exeuts o fulfill HY's strategy?

business srategy? =
=1

Govermnance

Hesaw welll e lnad the
fundtion and manage
ratated imvestments!

Performance monitoring and renewal

Why does HR Governance matter?

HR Governance can have a measurable impact on
your business by improving productivity and helping to
drive organisational change.

Some of the benefits of establishing a workable HR
governance structure are:

clear reporting structures

role clarity and value-adding HR activities and
decisions at each level of the organisation

logical decision making boundaries and controls
integration and alignment with business priorities
clarity around an organisations tolerance of
duplicative activities

transparency of process and resultant employee
trust/commitment

demonstrable evidence of HRs value to the
business.

The following case studies demonstrate "HR
Governance in action" in different situations. The
issue for every organisation is to have assurance that,
given its own unique context, its governance
processes will reduce operational and legal risk while
enhancing its ability to deliver strong performance.

HR Governance in action
Striking the right balance in operating philosophy

A pharmaceutical company decided to consolidate its
collection of independent operating units into a unified
global supply chain. Previously each country had
operated as an independent franchise, with marketing,
HR and production based on local requirements.
Under the new model, a drug could be developed in
the US, start production in Ireland, finish production in
Brazil and be sold in Germany.

In the past, the HR function in each country operated
autonomously, delivering locally acceptable results
but not taking advantage of existing capability in other
parts of the world.

For example, there were multiple executive
development programmess around the organisation,
each with unique entry, participation and
advancement requirements.

The company could not estimate how much money it
spent on major human capital investments such as
training, so it could not say how much the duplication
was costing, nor could it measure the relevance,
effectiveness or alignment with business requirements
of various HR programmes.

In line with the global rationalisation taking place in
other functions, HR formed a governing council,
composed of both the regional and corporate HR
leaders, and set forth to identify opportunities to cut
spending on duplicate schemes. At first the council
defined global guiding principles, which sought to put
standardised workforce practices in place across all
geographies. Not only did this not cut costs - it
increased them, as local HR functions staffed up to
implement irrelevant programs.

The HR council realised that the way to eliminate
duplication while aligning with the business was to
focus exclusively on those workforce practices that
were sources of global competitive advantage, such
as succession planning, performance management
and leadership development. The team developed
guidelines to state explicity who had control and
decision-making authority for all of the major activities.

Once this plan was implemented, it increased
consistency across the business, eliminated
unnecessary duplication and maintained necessary
local differences - leading to reduced costs,
streamlined processes and local buy-in to the
implementation plan. It also had one unintended
benefit: it helped HR leverage its investment in a large
HR information system, which had thus far been used
exclusively to track heads and pay people.

By balancing global, regional and local objectives, the
HR council was able to gain commitment to global
philosophies and policies and empower the local
function to operate more efficiently and effectively.

Reducing the risk of organisational change

At a rapidly growing company, administrative
procedures were considered formalities; however, the
CEO was finally forced to recognise the major
financial and business risks posed by the lack of
formal governance systems.
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In the HR department, the HR Director was juggling a
set of issues - particularly in the area of remuneration
- that if left unattended could have resulted in
unacceptable financial returns and possible
intervention by regulators.

The companys decision-making style was heavily
consensus oriented, making it difficult for the Rewards
Committee members (a sub-committee of the Board
responsible for oversight of elements of employee
remuneration) to take responsibility for their actions.
The Reward Committee was asked to document its
governance practices, so it developed a charter that
specified procedures and guidelines required by
regulators, but also was adaptable for a rapidly
changing business.

Once the Rewards Committee members came to
terms with their personal accountability and fiduciary
roles, they set forth the responsibilities and
accountabilities of their own group, the group to which
they reported (both the Compensation Committee of
the Board and the Board of Directors), and the
functional groups they supervised/worked with.

While compliance was the primary driver for this
governance activity, it was not the only concern. Any
regulatory snags could have had short- and longer-
term negative impact on the brand of the up-and-
coming company. It was clear that the creation of
effective governance systems could enhance the
companys viability in the eyes of its customers,
potential customers and shareholders - as well as
reinforcing its commitment to its workforce.

So, documenting an explicit approach to plan
management and control was much more than a risk-
mitigation tool for this organisation. It was a powerful
means of safeguarding the companys brand assets
and building employee loyalty as it grew and changed.

Who® minding your HR Governance?

If youve managed to work your way through the
corporate governance issues, its time to turn your
attention to functional governance. Catch your HR
Director in the hallway and ask him or her any of the
following questions to assess the strength of your
company s approach to HR governance:

What is the model for governance of the HR
function?

What are HR s areas of focus? How are activities
in these areas being managed?

How well do the functions philosophies on risk,
autonomy, and delegation of authority align with
the business? How do you know?

Do you understand your fiduciary and financial
accountabilities as a function?

How is the performance of the function being
monitored?

If the response is less comprehensive and
performance-oriented than you hoped, its time to get
serious about HR governance.

Imagine the HR risks that could be lurking in your
business, or alternatively, think of the potential
untapped opportunities to increase productivity and
cut costs, which are lying there waiting to be
discovered.

For many companies, there is now an opportunity
(soon to become a necessity) to apply the powerful
framework of governance to major functions.

(Marsha Sussman, www.ceoforum.com.au)

2. Unlocking the Last Asset

Although Australian companies spend a large share of
their revenues on employees, few chief executives
can say what kind of return on investment theyre
getting from training, incentive plans, part-time
staffing, and other individual human capital practices.
But by tapping employee databases and employing
analytical modelling, companies can take the
guesswork out of human capital management. They |l
be able to target investments for maximum
productivity, establishing a hard-to-copy strategic
advantage.

Asset or overhead?

Seizing that advantage will entail a substantial shift in
mindset and business practices. CEOs tend to view
the workforce as an easy place to cut costs, rather
than thinking about how to manage this asset for
greater value.

Beyond that bias, theres a structural problem: No
corporate function solely owns the strategic side of
workforce issues. Human resource departments
influence activities such as recruiting, training, and
rewards, but the actual execution of most of those
things resides with the operating managers.
Unfortunately, operating managers tend to manage
human capital on a tactical, almost day-to-day level.

They typically dont see themselves as having the
licence or the perspective to make big, bold changes
in how people are managed. Workforce decisions thus
get made in isolation, disconnected from related
actions or other pertinent considerations of the
organisation as a system.
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As a result, such ad hoc decision-making is frequently
dysfunctional. For example, companies decide about
spans of control independent of their rewards system,
even though people who are tightly supervised dont
have to be paid as much as people given a lot of
discretion over their work.

Companies often set incentives exclusive of work
processes, rewarding people wholly for personal
achievement even when the firm claims to put a
premium on teamwork.

Map of the workforce

Building a powerful human capital strategy requires
firm-specific facts, measures, and a process for
discerning where an organisation will get the most
leverage from its people.

Over the past decade or so, Mercer Human Resource
Consulting has had access to the work records of
millions of employees.

We have analysed those records, which consist of
tens of millions of discrete events, as people moved
in, up, and out of their companies.

These are not surveys or perceptual data, but
measures of how people actually behave, how they
respond to the rules and rewards of their companies,
and whether they flourish, languish, or leave.

From these extraordinary data sets and the
collaboration of dozens of clients, a new science of
human capital management has emerged.

The hallmarks of this new discipline are systems
thinking, organisation-specific facts pertaining to
operational, financial, and human capital areas, and a
focus on value creation.

At the heart of the science, sophisticated statistical
modelling produces causal results by controlling for
variables so that senior executives can ascertain the
ROI of the money they re spending not just on people
in general, but also on specific tactics.

The first step of our methodology is an Internal Labour
Market Analysis™ (ILM), which maps over several
years the flows of people in, up, and out of the
organisation and creates a clear picture of employee
patterns.

Exhibit 1 shows one sample map, with new hires,
promotions and demotions, and exits for seven levels
of a company s workforce.

Exhibit 1 Where have all the people gone?

News hires Exals
Levelo 1)  Promotow -~-x\ij’:'.'.(‘“.;°;$t.“§.n 17
8 2P I a0
7 102 ) aa [
6 s 123
5 190 [ I < | 124
a 2z 21
3 116 ’ 86 ’
Hires active yoar end Active employees at Exits ol active yed end
Total - 928 yaar end = 4,450 Total = 750

Such maps are useful by themselves. Most
companies have little sense of the actual movement of
people through their organisations.

They re surprised to find that they hire so many senior
people, or lose so many junior people, or create
career plateaus low in the organisation that people
have a hard time advancing through.

More importantly, ILM maps also represent a rich data
set that can be analysed to determine a wide range of
useful findings.

For example, by learning the demographic and other
characteristics of what types of employees advance
with what probability and frequency, executives can
understand which attributes and behaviours the
organisation values in practice.

Measuring the impact on business

The ultimate extension of ILM analysis is the ability to
link specific human capital practices to business
results. We call this methodology Business Impact
Modelling™.

Consider how such analysis improved decision-
making at one major US hospital chain. The company
had relied on benchmarking to reduce the number of
full-time employees in order to save pay and benefits
costs. The CFO bragged that his aggressive use of
part-timers was saving the company US$5 million a
year.
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Each time the CFO found a rival with a lower ratio of
full-timers, he would order more part-timers at his own
hospitals, to the point where one facility was being run
by a staff of 80% part-timers.

Not surprisingly, those employees were often clueless
about local hospital practices and not only wound up
wasting the time of the full-time staff, but also
unpredictably robbed the full-timers of advancement
opportunities.

Our analysis showed that the system-wide use of so
many part-timers was actually costing the company
more than US$30 million in reduced productivity, or
3% of annual revenues. Within two months, the
company had made substantial shifts back toward a
more effective staffing mix.

The hospital chains experience shows how il
conceived tactics or slavish attention to cost
management can subvert both the human capital
strategy and the business model itself.

Finding such disconnects is a fundamental step in
better aligning a company s business model and the
corresponding human capital strategy.

To anticipate business design changes and chart the
required profile of human capital, CEOs need to
answer three sets of questions:

Where are we now with our workforce, and where will
we be in X years if we stay the course? (The ILM
analysis provides that characterisation and
prediction.) What in our workforce management
system or in the attributes of our people creates the
greatest value for the enterprise? (This question is
answered with the Business Impact Modelling
process.)

How does our business strategy have to change to
respond to market forces? What are the human
capital requirements to execute that strategy?
(Qualitative and semi-quantitative answers come from
the business unit leaders.)

What are the workforce gaps between the present
state and the required state? (Both the ILM and
Business Impact Modelling can predict different
outcomes under different assumptions.) How can we
close them?

The first-mover advantage

Companies that act early in identifying and measuring
the salient human capital factors and fine-tuning their
human capital strategy will be able to carve out a
significant and enduring competitive advantage. Early
adopters can often change business results in a
matter of months.

Their moves cannot be copied with the same effects
because competitors dont have the whole set of
practices, policies, and people that make the system
work at an individual firm.

This discipline of human capital management
captures new value from the workforce, gains that can
be translated into lower costs or higher returns for
shareholders. CEOs will be able to spend less in
some areas without affecting performance. They will
be able to spot tipping points and invest selectively to
spark surges in productivity.

Investing in people is no longer about hunches; its
about cause and effect. And its about a competitive
advantage that others cant copy.

This is an extract of an article by Dave Kieffer,
Principal, Mercer Human Resource Consulting and
first appeared in the Mercer Management Journal. To
read the full version please visit www.mercermc.com.

3. limprove bottom line

Imagine your finance function 30 years ago. Then
responsibility for sophisticated financial strategies
rested with the same part of the organisation as the
day-to-day transactions. To deliver what the business
needed, the function was transformed - bisected, so to
speak, so that financial strategy could be created and
executed (the CFO role), while operations could be
managed (the Controller role).

Thats what needs to happen in HR - because our
research shows that there is a gap between what
CEOs need and what HR is delivering. The good
news is that many HR functions in Australia have
begun this journey. To be effective - and to deliver the
value to the business that the function must
demonstrate - the transformation needs to focus on
the people in HR and the way they deliver service.

This article, the first of two, looks at the transformation
currently being undertaken by HR and the factors that
will contribute to its being able to deliver what the
business needs. In the next article in this series (to be
published in coming months), we will take a closer
look at the issues involved in developing and
expanding HR capability and in measuring HR -
moving from cost to value.

How and why is HR transforming?

A recent studyl by Mercer Human Resource
Consulting (Mercer) has found that HR executives
recognise the need to transform their functions if they
are going to help their organisations meet the
ambitious people management goals they have set.
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Our 2001 research study, Transforming HR:
understanding the human resource evolution,
interviewed and surveyed HR executives from over
100 Australian and 33 New Zealand organisations.
The research clearly shows that the need for HR
transformation in Australia is well recognised - and is
being acted upon.

Current state of HR transformation in Australia

Mo plars to trarsform

9% 9% Complete

Wil undergo in
next year 7%

Currenthy in process
T5%

Impetus for HR change

HR: currertly not acdding o . o
sufficiert valuz Aligning HR with organisation's

149, goals
28%

P art of organisation's
transformation process
10%

Reducing cost of HR
2%

Responding to changes in
husiness-wicde organisation 20

Making HR strategic fundion
26%

Source: © Mercer Human Resource Consulting Pty
Ltd (2001), 'Transforming HR: understanding the
human resources evolution'

The HR executives interviewed report that this
transformation is being driven by the top goals HR
functions must strive to achieve:

develop leaders

recruit and retain a quality work force

manage performance systematically

develop culture

Given these business goals, however, it is
surprising to see how HR executives see their
roles, and how their functions are spending time.
How HR executives see their role

HR functions typically operate across four roles’:
administrative expert

employee champion

change agent

strategic partner

In the Mercer studies (both global and Australian)
when asked in which roles they perceived the HR
function as being successful, a greater proportion of
HR executives nominate administrative expert over
that of strategic partner.

This makes sense, given (a) where the function has
been, and (b) that HR only earns the right to operate
on a more strategic stage once the basic nuts and
bolts have been attended to. In the global study, line
managers were also asked to rate the success of HR
in each of these roles. It is disquieting that a smaller
proportion of line managers rate HR as successfully
as the HR function rates itself - this is particularly the
case for the role of strategic partner.

Administrative expertise
Change agents
Employee champions

Strategic pariners

Administrative expertise

Change agents.

Employes champions

Strategle partners

Source: William M. Mercer-sponsored Conference
Board Study, 1998

What does HR need to do differently?

Not surprisingly, HR executives indicate that HR staff
are spending the bulk of their time delivering HR
services and processing transactions - and that what
they want to be doing is partnering with the business
to deliver results.

For this transformation to occur, HR executives
believe - and we concur - that three things must
happen:

HR staff must upgrade their skills and
competencies;

Companies must invest in process redesign and
enabling technology to streamline, consolidate,
automate and/or eliminate HR work that is not
required by the business;

Senior managers must demonstrate their belief in
the value of people in their organisations - by
investing in the HR function to deliver the
programs, tools, and information that the business
needs to better manage its workforce.

Addressing the skills gap
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An overwhelming majority (94%) of the respondents in
the Australian study indicate that they intend to invest
in the skill development of their existing HR staff.

They recognise that they are notably weaker in those
skill sets identified as being required for HR to step
effectively into the change agent and strategic partner
roles, including:

business understanding
cross-functional experience
leadership

consulting

Remarkably, these respondents also thought that they
were weaker in record keeping skills - however this
response may be more a reflection of the
processes/technology being used rather than the skills
of their staff.

A recent study in the United States® drew attention to
the five competencies that are required of successful
HR professionals. Knowledge of HR and of the
business represented just under 30% of the total
competency contribution.

The remainder (approximately 70%) related to the key
competencies required for the strategic partner and
change agent roles: ability to manage the culture,
ability to drive change and personal credibility. This is
what HR executives must focus on, if they want to be
real business partners, and deliver on the key goals
their organisations expect of them.

Addressing the HR service delivery challenge

Successful contribution to the business from the HR
function requires an optimal blend of business and
human capital strategy, that is, what services HR
should provide to support the business; and
understanding of internal customer needs, that is,
what services internal customers want HR to provide.

In addition though, HR must determine how best to
deliver these services. It must determine the optimal
service delivery model - the framework by which the
HR function will deliver the human capital-related
programs, services and information required by the
business.

What is the optimal service delivery model?

Mercer s experience is that every organisation has an
HR service delivery strategy - whether implicit or
explicit - but not necessarily one that supports the
business strategy.

An effectively designed HR service delivery model is
one that ensures that customer needs are met,
investments are prioritised, and value is delivered to
the business.

Mercer defines four quadrants in the HR service
delivery model:

Structure: Is the function organised to enable
effective customer focus, collaboration
and workflow? To what extent has
outsourcing been explored as a
possible approach to delivering better

or more cost-effective services?

Process: How will work and information flow?
Are outcomes in line with customer
expectations? What opportunities exist
for greater efficiency and/or
effectiveness?

Technology: What are the most feasible, cost-
effective and enabling technology
solutions? How will they adapt to
business and operational needs that
change over time? What is the ROI for
HR technology?

People: Does the function have the right
resource levels, skills and
competencies to deliver needed
services, programs and information?

What does this mean for the business?

To effectively transform, HR executives must look at
the HR service delivery model, assess its strengths
and weaknesses, and take action appropriately. But
why should it make a difference to CEOs whether or
not the HR function is transformed?

The answer is, because it can make a difference to
your bottom line profits. When HR successfully
contributes to an organisation s execution of business
strategy it can ultimately influence shareholder value.

Recent research by Huselid and Becker” indicates, in
fact, that more sophisticated HR functions deliver
greater market value per employee than less
sophisticated ones.

As seen in the chart below, there is an initial burst of
value when the HR function first improves its
efficiency - but then it reaches a plateau.
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It is only with a well-focussed, well-energised
transformation that HR can deliver greater value to the
company - both in terms of organisation capability as
well as market value per employee.

Source: Huselid & Becker, 'High performance work
systems and organisational performance' 1995

There is also evidence that financial analysts take
non-financial factors into account in a significant way
when they make investment recommendations. In a
study of financial analysts and portfolio managers, it
was found that an average weighting of 35% or more
was applied to non-financial information in the
investment decision processs.

Management credibility, quality of corporate strategy,
innovation, ability to attract and retain talented people,
management expertise and alignment of
compensation with shareholder interests are all in the
top ten non financial variables evaluated to make
investment decisions.

In concluding, while organisations have traditionally
looked to non-human capital variables when seeking
to influence business growth and shareholder value,
the pendulum is swinging as more businesses
recognise that the management of people issues will
directly impact the bottom line.

In our next article, we will look more closely at the
issues involved in developing your HR functions
capabilities and measuring the value they deliver to
the business.

(M Sussman & K Isely, www.ceoforum.com.au)

1

Over the past five years, Mercer Human Resource Consulting (Mercer) companies have been studying HR
transformation. In this article, we refer to our most recent 2001 research on this topic in Australia and New Zealand. We
compare these findings with one of our earlier studies: the 1998 Mercer/Conference Board global study Transforming the
HR Function for Business Success, which analysed information from over 500 executives in nearly 400 global
organisations.
#Utrich, D (1997), Human Resource Champions, Harvard Business School Press
? Conducted by the University of Michigan from 1988 to 1998. See Brian E Becker, Mark A Huselid and David Ulrich
(2001) The HR Scorecard: Linking people, strategy and performance, Harvard Business School Press

Becker, BE, Huselid MA, Pickus PS & Spratt MF (1997), HR as a source of shareholder value: research and
recommendations, Human Resource Management, Vol 36 (1), pp39-47
® Low, J and Siesfield, T (1988) 'Measures that Matter', in Brian E Becker, Mark A Huselid and David Ulrich (2001) The HR
Scorecard: Linking people, strategy, and performance, Harvard Business School Press

4. Beyond HR transformation

Chief executives of most organisations today would
be quick to agree that HR is changing. In a previous
article The transformation of HR: changing to improve
the bottom line (see above), we talked about the way
HR is changing and its likely impacts on
organisational performance.

This article will narrow this focus on two key issues:

establishing the balance between line managers
and HR in their shared accountability for people
management, and

having the right service delivery model in HR to
allow an organisation to get this balance right.

These issues are critical to getting the most from the
HR function and people management throughout the
organisation - and our experience has shown that
policies must be driven by the CEO and senior
management if they are to be successful in the longer
term.

Sharing accountability

Too many HR functions are still seen as the place to
go to handle people problems - as opposed to the
part of the organisation that develops policies,
programs, information and tools that allow managers
to manage their people effectively.

Why does this happen? Experience suggests this
behaviour is the result of an organisation promoting
the most technically competent people into
management roles - and then neither spending
enough time training them, nor adequately holding
them accountable for people management.

As a consequence, line managers can baulk when
faced with:

having to take a more active role in dealing with
performance issues

the movement toward self-service - which can be
seen as HR offloading their work to line managers

As well as being trained in generic people
management skills - how to give and receive
performance feedback, how to communicate more
effectively, how to conduct interviews with prospective
employees, etc. - line managers also need to be
prepared to:

embed the organisations culture in their working
groups, and
take an active role in managing change.
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These last two activities are critical, because they
focus on transferring and nurturing what is unique
about an organisation. If this is not done, employees
do not form a strong commitment to an organisation,
and are more likely to leave before the organisation is
ready for them to.

Research shows that because employees are most
receptive to business information communicated by
their supervisors, it is line managers who are critical to
achieving the positive employee behavioural change
needed by the organisation.

With all the talk about leadership and management
development, it is critical to get this activity right - that
is, it is critical to help managers and leaders develop
strategic capability of the organisation, and cultivate
the vision, confidence and appreciation of the
individual, to effectively move people into, through -
and out of - the organisation.

HR service delivery model: key components

Line managers are more effective when they have an
HR infrastructure that provides the appropriate
support. What are the necessary components of an
HR service delivery model?

Structure: organising the HR function to enable
effective collaboration, workflow and customer focus.

Processes: determining which processes add value to
the business and redesigning them to deliver more
efficiently or outsourcing them to someone who can.

Technology: identifying and implementing the
technologies that are not only right for now, but are
also adaptable to changing business and operational
needs.

People: assessing the resource levels and skill sets
required for the function to deliver required policies,
services, programs, and information.

Mercer has found that business results can directly
and indirectly be affected by increasing HR function
productivity through an appropriate service delivery
model.

For example, the business impact for selected Mercer
clients includes:

In one organisation, refocussing HR time from
transactional to strategic activities was projected to
decrease employee turnover by 10%, with a
resultant $11 million in annual savings.

A large airline implemented an e-HR strategy that
helped trim HR staff from 175 to 125 people,
saving about $2.6 million annually, with a 25%
efficiency gain.

An energy company expanded employee self-
service and reduced HR administration staffing by
40%.

A large computer manufacturer re-engineered
selected HR processes and saved $6 million in
processing, provider and labour costs.

Achieving results like these requires having the right
people in the HR function. Many organisations find
that they do not have the right talent in this area, but
the bottom line is they will need to obtain or develop
HR talent if they want to be successful in their broader
competitive environment.

Improving HR functionality

Several options are available to organisations that are
committed to improving their HR functionality. The
most suitable one for an organisation depends on the
size of the gap between current performance and
future requirements, and the timeframe in which the
gap must be closed. Options for building HR capability
include:

reassigning people to new roles within the HR
function

redeployment to other functions in the organisation
filling roles externally or internally with skill sets the
function does not possess and does not have the
time, or capability, to develop

targetted skill development in specific areas e.g.
internal consulting skills, project management,
process re-engineering, vendor management
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development of new technical skills e.g. HRIS
systems implementation, intranets and internets,
web enablement of HR processes

sessions to develop knowledge in the function
about the business model, drivers, competitive
environment and business strategy

use of external consulting support to build and/or
simply deliver capability for specific programs or
initiatives

Mercer research has shown that investing in skill
development and rotating line management into HR
are two of the most common ways to build vital skills.

To ensure any skill development activity adds value to
the business, key questions to be asked are:

what will be the return on investment of the
development and over what time period?

what types of skill development will enable the
function to add more value?

The research has also shown that Australian HR
directors consider the key business interfacing
competencies as most critical for their staff - i.e.
consulting skills, leadership, coaching, facilitation,
business  understanding and  cross-functional
expertise.

All of these competencies were rated as needing
significant improvement yet are critical to HR being
able to add greater value to the organisation.

In our experience working with chief executives, CFOs
and HR directors to transition the HR function from a
cost centre to one that creates value requires:

CEO involvement

Measuring the value of the HR function and changing
the service delivery model will often involve an
evaluation of the roles and capabilities of line
managers.

The function cannot change effectively if line
managers are not prepared and trained to be the focal
point for people management.

To drive that kind of change is a major organisational
initiative, which requires leadership at the most senior
level in the organisation.

High impact players
HR will deliver greater value to an organisation if it is

staffed at the top with individuals who are business
people first, and HR practitioners second.

Needs of the business must be understood and must
be the platform against which HR's contribution is
measured and future requirements defined. An HR for
HR's sake mindset is not viable for successful and
sustainable organisational performance.

Too often, reviews of the HR function involve nothing
more than subjective assessment of current capability
and movement of positions on an organisation chart. If
it is to be done well, a review must use a logical and
comprehensive process to assess, define, implement
and monitor HR function capability. But a review of the
HR function is not enough - an organisation should be
willing to review its people management function, that
is, the shared accountability that HR and line
managers have for attracting, developing, motivating
and retaining the organisation s talent.

(M Sussman, www.ceoforum.com.au)

7. HR Industry meeting

Prof. Shirley Zinn has requested a meeting between
the IPM, SABPP and HRCOSA to discuss greater
collaboration / co-operation between the
organisations, the following attended:

IPM: Prof Shirley Zinn, President
SABPP: Prof Nicky Morgan, Chairperson
HRCOSA: Shaun Schwanzer, President

8. Media / Services / Partners

www.hrfuture.net

www.hrforum.co.za

www.skillsportal.co.za
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9. HRCOSA Structures

Leadership Team

President — Shaun Schwanzer
Deputy President — Dr Pat Naves
Treasurer — Aletta Odendaal
Secretary — Thelma Ngcobo
Vice Presidents

Vice President: Conferences — Raj Maharaj

Vice President: Employee Care & Reward — Mukhtar Mohomed
Vice President: Employee Relations — R J Van Resnburg
Vice President: Employment Services — John Botha

Vice President: Governance — Ivan Léatti

Vice President: People Development — Rooksana Rajab

Vice President: Relationships (Intl. Org.) — Langa Dhlomo
Vice President: Transformation — Lumka Funani

Vice President/Rep.: Eastern Cape Province — Dale Holloway
Vice President/Rep.: Gauteng Province — Jean Griindling
Vice President/Rep.: Kenya — Njoki Mwihia

Represented Organisations

American Society for Training and Development of South Africa— ASTD SA
ASA Metals (Pty) Ltd —ASAM

Association of Mine Human Resources Practitioners — AMHRP
Association of Personnel Services Organisations — APSO

Association of Private Providers of Education, Training & Development — APPETD
Confederation of Associations in the Private Employment Sector — CAPES
Department of Defence — DoD

Department of Labour — Dol

Department of Public Service and Administration — DPSA

Enmployee & Organisational Enhancement Services SA—ICAS

Enployee Assistance Professionals Association of South Africa— EAPA
Federation of Associations of Governing Bodies of SA Schools — FEDSAS
Federation of Unions of South Africa— FEDUSA

Financial Advisory Servcies—T-SEC

. Gauteng Government HR Shared Services Centre — GSSC

16. HRForum—HRF

17.  Human Capital Institute — HCI(SA)

18.  Human Resource Strategy Consultants — HRSC

19.  Indgro Holdings (Pty) Ltd—IH

Industrial Relations Association of SA— IRASA

Institute for Human Resource Research — IHRR

Institute for Organisation Development and Transformation —IODT
Institute of Human Resource Management Practitioners, Ghana — IHRP (Ghana)
Institute of International Research—IIR

Institute of Municipal Personnel Practitioners of SA—IMPPSA

Institute of Personnel Service Consultant — IPSC

Institute of Safety Management — loSM

International Society for Performance Improvement SA— ISP
Johannesburg Water — JHBW

LogicalOptions Group —LOG

Management Today — MT

MultiChoice — MC

Osgard Media / HR Future® Magazine — HRF

SA Journal of HR Management — SAJHRM

Services Sector Education & Training Authority — SSETA

Society for Industrial and Organisational Psychology of South Africa— SIOPSA
South African Airays — SAA

South African Board for Personnel Practice — SABPP

South African Chamber of Business — SACOB

South African Reward Association — SARA

Wellness Council of South Africa— WELLCOSA

Workplace Dignity Institute —\WDI

Workplace Performance Technologies —\WPT

Witestuff Publishing — WSP
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(H) HR Organisation Member; (C) Corporate Member; (L) Labour Member; (D) Diplomatic Member
(*) Founder
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