Corporate Bulimia: How HR Can Make a Real Difference

by William DeMarco

The primary responsibilities of most corporate human resource departments over the past two decades have increasingly focused on mergers, downsizing and outsourcing activities. With corporations more and more focusing on doing what it takes this week…this month…this quarter to contain costs to more successfully compete globally, HR professionals have been preoccupied with doing the work demanded by executive stakeholders. What was once viewed as a two-way advocacy role serving the needs of both executives and employees alike has deteriorated to the point where most HR departments are viewed by employees as exclusively serving the needs of the corporation. While this may have always been the reality, never has it seemed so obvious! 

What has happened to HR?

Training departments have been decimated, outsourced, or refocused. The bums in the seats model which defined training success in unenlightened organizations of the past has become an all too commonplace model of training “excellence” today. Great corporations, once known for their outstanding internal training capabilities, have all too frequently depleted their capabilities through outsourcing or rightsizing. The reasoning frequently went this way: We are getting back to our core business…outsourcing will cut our overhead, while providing us with capability on an as-needed basis. Stock holders loved it…have you met many stock holders these days who do not support cost savings above all else! Analysts gave high marks for such “sound managerial insight”. Some even call this “true leadership”. 

Performance systems, such as recruitment, performance management programs, and succession planning have also gone through dramatic change, each in its own way. Internal recruitment departments are relatively scarce now, with most of the capability being outsourced on a just-in-time basis. As a result, both external recruitment and temporary employee firms have exponentially increased in size. Human resource professionals spend much of their recruitment time dealing with these firms. The corporate position usually supports this shift in how recruitment is done because it theoretically keeps fixed costs down. Of course, this is a hit with analysts and stockholders, as are performance management programs which don’t take too much time to complete. The expression I frequently hear is that a performance management program is a good concept, but it shouldn’t take employees away from doing their real jobs! Regarding succession planning, it is still not done well in most organizations. Sure, many ask managers who is the most qualified to replace them, but that is hardly a class A farm system! It is akin to asking every player on the starting line-up in a competitive sport who is most qualified to replace you. There are so many competing and contradictory interests in such an exercise, it is hardly worth the effort!

Where has the social compact gone?

Compensation departments have spent most of the decade creating broad bands to accommodate a flatter organization model, with fewer promotion options. Earlier in the past decade, most organizations became obsessed with competitive compensation studies. Execs wanted to know how their salary bands stacked up relative to the competition. Middle of the pack was good enough for most. The value of outsourcing hit home in the latter half of the decade when valued technology jobs could be performed in India for ten cents on the dollar. These were no longer the blue collar or hourly jobs of textile manufacturers or auto assembly lines. It was not a quantum leap for people in authority to ask If these jobs could be sent offshore, and done so well for so little, why do we even need so many broad salary bands domestically. Analysts and stockholders saw the wisdom of the new way, and are looking forward to more cost savings! 

Benefits departments have remained busy in an area which has fundamentally changed since the late 1980s. Over the past ten years, much of their time has been committed to creating/administering exit packages and early outs. Additionally, the overwhelming majority of organizations have gone from Defined Benefit to Defined Contribution models. Employees were frequently told that they were being given more choice. Initially positioned as providing employees more opportunity through a variety of benefits options, corporations quickly decreased their contributions to as little as possible. This left employees with higher personal premiums and fewer company contributions. Many organizations, which previously differentiated themselves through their comprehensive benefits package, failed to replace lost benefits with some other element of the social compact which employees value. Analysts and stockholders alike cheered the shift to defined contribution as a way of gaining control over run-away costs. 

Have these changes been good for organizations?

During a management consulting career of nearly twenty five years, I have seen many changes in the business environment in general, and the human resource profession in particular. What is happening now is radical and far-reaching. I’m not sure much of it is sound! In spite of public pronouncements to the contrary, most corporations treat human resources as commodities, rather than the intellectual capital of the firm. Even terms like human capital (the consequences of investments in human competence) are frequently expressed but rarely utilized to their full potential. I fear that this is all part of the short-term obsession that seems to run most organizations. Short-term focus at the expense of long-term development is a form of corporate bulimia. Taken too far, organizations run the risk of purging so much that nothing of value is left. 

The short and long-term dynamics are only part of what’s needed. Many other issues need to be addressed. For example, changes in corporate governance requirements in Canada, the U.S., and elsewhere, are a step in the right direction. Medium and long-term incentives for senior executives are desperately needed as well. The fact that the challenges have gotten greater only enhances the need for change! While none of these are HR issues directly, they greatly impact the ability of HR professionals to go from survival to making a difference. 

In 1992, I wrote the Foreword to a hefty handbook for human resource professionals. A recent re-read, and conversations with colleagues led me to believe that the message contained in those few pages is still very timely. This article was committed to the value proposition that HR success is determined by how well each and every part interacts while serving the goals of the corporation, not by how finely crafted the parts are taken separately. 

Organizational Effectiveness: The Challenge Of The Human Resource Professional

The legacy of the 1980s is mostly one of higher debt to equity ratios, under funded pensions, inadequate long-term goals, disempowered workers, disgruntled stockholders and eroding markets…

The challenge human resource professionals will face in the coming years is similar to that facing non-human resource executives: “How can I truly grow the business, now that I’ve taken as much out of my fixed costs that prudence will allows?” 

Understanding The Direction

For the human resource professional, translating company direction into an actionable human resource plan can provide the company with a maximum return on its human resource investment, if designed and implemented properly. For example, most companies invest their training dollars in courses that, at face value, sound like wise investments. No matter how good the course may be, however, if it is not tied directly to the company’s direction, it should be offered only after all areas critical to the strategy are mastered. Human resource professionals need to separate strategic dollars from discretionary dollars. With few exceptions, human resource professionals who want to really make a difference need to think beyond the way things have been done in the past. Real solutions lie in growing the business; planning is an integral part of the future. 

Human resource planning is only the beginning of the success formula. The successful human resource professional is one who knows how to translate the plan into action, and does it. Given how our society traditionally, rewards short-term performance over longer-term strategic thinking, the human resource professional will need to create new ways to contribute to organizational effectiveness. Two areas worth looking at to illustrate the “new way” are succession planning and compensation. 

Translating The Plan

Traditionally, succession planning, where it does exist, has been a bailiwick of historical documentation or cloning of incumbent management. In the first instance, there is little correlation between a person’s biological age, number of years in the current position, years with the company, and the ability to successfully perform the tasks of the next level of management. In the second instance, there are no assurances that the incumbent is the perfect candidate for the existing job and that the existing job’s requirements are identical to those necessary to meet the company’s future goals. Would it not be a wiser investment of the human resource professional’s time and budget to discover the roles of the ideal manager of the future, given the company’s direction and what it will take to get the managers at all levels ready for the future? 

In the area of compensation, human resource professionals should take a leadership role. Simply administering “the plan” does not accomplish this. At the very least, human resource professionals should provide a context for tying incentive plans to overall strategic goals. They should make certain everyone in their organization knows the difference between longevity awards and true incentive plans, and acts accordingly. As people who most appreciate issues of human motivation, human resource professionals should leverage the total compensation plan toward the company’s strategic goals. 

Meeting The Challenge

In the process of linking performance to goals, nothing should be left to chance. Communication must require that people always say what they mean and mean what they say. Compensation should be based on a real pay-for-performance system. Recruitment and promotion schemes can provide maximum benefit if they are fundamentally based on a company’s strategic needs. Labor relations need to be dramatically redirected toward the company’s goal if the dilemmas of change of the 1980s are to be overcome. 

Human resource professionals are entrusted with the care and well being of the most fragile and most valuable corporate resource of all. It is marginally renewable, at best. Having earned the right to the executive suite in the 1980s, today’s human resource professionals need to take up the leadership challenge mandated by the realities of the 1990s. 

Closing Comments

The challenges identified in this 1992 article have been met by some, but left unattended to by most. Unfortunately, the business trends of the 1980s have accelerated each year so that by 2003, corporate bulimia is rampant. Too many companies have gone on acquisition/merger binges and then purged too much critical capability. Others have just purged! Both forms of behavior have served the corporation poorly. For those HR professionals in companies that still have some life left in them, however, the challenge remains the same: linking people performance to corporate goals is the fastest way to corporate well-being and HR survival. In future articles in this series, I will discuss how this can be done in greater detail. In the meantime, I encourage readers to find those areas where making a difference is still possible. A good place to start could very well be to reflect on whether employees truly know what they get paid to do and how it fits within the company’s goals. Sure, this is probably the managers’ role. Why not partner with them to enhance the bottom line, something stockholders, analysts, and executives could get excited about! 
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