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EDITORIAL
PERFORMANCE MEASURES

Our editorials have covered some of the key issues of organisational leadership. So
far we have looked at ‘personal vision and courage’, ‘business purpose and direction’
and ‘strategic goals’. Now we consider performance measures. These are the
means by which managers can tell whether or not the right results are being achieved.
It is important to have performance measures at all levels, from corporate through
business units and departments to teams and individuals. Here we are concerned with
the measures at the business level, either for a business unit in a corporation or a sin-
gle entity, where one coherent strategic and cultural framework will provide success.

Performance measures need to be developed for the areas of business activity that
are critical to the success of the enterprise. Hence the name, Critical Success Factors
(CSFs) of which there should be ideally no more than ten for a coherent business.
Typical CSFs are profitability, revenue generation, people performance, customer ori-
entation, innovation and adaptation to change. Popularised by David P Norton and
Robert S Kaplan in their 1992 Harvard Business Review Balanced Scorecard article*,
they used the analogy of an airliner's need for a range of controls to argue the case for
a set financial and non-financial measures to manage organisational success over
time.

Each CSF needs to be complemented by Key Performance Indicators (KPIs). These
are the measurement methods that show whether success has been achieved. There
can be a number of KPIs for each CSF. However, it is useful to start with some that
already have processes to capture measurement information. Example KPIs for reve-
nue generation are revenue per product, revenue per customer, branch revenue etc.
For customer satisfaction examples are number of complaints, retention rates, satis-
faction survey ratings etc. For people performance examples are staff turnover, em-
ployee satisfaction, lost working days and achievement of objectives.

Building a balanced set of performance measures is a major part of the foundations
that will support organisational effectiveness. The process for creating such measures
is critical and should involve all key management stakeholders.

* See our website for a link to this article.
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HR’S ROLE IN
DEVELOPING
ORGANISATIONAL

EFFECTIVENESS

by Richard Nelson

Organisational Effectiveness is an or-
ganisation’s ability to maximise results
in the competitive external environment.

In the last edition of The Column (August/
September 2003) we considered organisa-
tional effectiveness. Here, we will look at
how the Human Resources (HR) function
can help an organisation be effective. We
argue that when the scope for cost cutting
and efficiency improvements ceases to be
the main source of profitability growth, the
organisation needs to focus on profitability
generation through people’s innovation and
the development of new ideas.

This focus on people, their performance,
innovation and creativity is the profes-
sional concern of HR. Of course, it is the
business concern of line managers and
especially that of leading executives. Man-
agers seeking profits growth need to en-
gage their people in a new quest for crea-
tivity in all aspects of provision for custom-
ers and potential customers. The accom-
plishment of this quest depends on three
essentials:

1. Effective leadership,

2. Knowledgeable, skilled motivated
people and

3. An organisation designed to enable
people to achieve.

This is why the responsibility for the trans-

formation of HR, from what has been tradi-

tionally a relatively passive administra-

tive function, into a business and or-
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ity is shared between line managers and HR professionals.
Line managers need help in gaining the levels of creativity
and performance that are required to achieve the excellent
results that will differentiate their businesses from competi-
tors. It is critical to the success of the enterprise that or-
ganisations appoint business-focused people into their HR
functions.

Much has been written on this topic, especially by Dave
Ulrich. In the Harvard Business Review article, ‘A new
Mandate for Human Resources’ he has crystallised some
of the most critical points. Research in the United States by
some of Ulrich’s collaborators and research in the UK, see
opposite, has done much to advance understanding of the
value-adding benefits of good people management prac-
tices.

The focus on maximising results is increasingly about
meeting customers’ expectations. But the goal posts are
continually shifting. Delivering static levels of service will
mean that competitors will overtake and could provide not
only product and service but that hybrid which goes be-
yond ‘exceeds’ and provides all the intangibles in the cus-
tomer experience. If further successful experiences are
delivered a relationship will develop and the competitor will
gain a customer. Clever competitors will manage and de-
velop the relationship by fronting bright, enthusiastic, com-
mitted professionals who deliver customer success through
a series of mutually reinforcing experiences, the new basis
of life-time customer value.

The first priority of the leader is to shape the business’s
purpose and direction to deliver excellent customer experi-
ences. Following this, the leader’'s main concern is to en-
sure that the organisation’s people are fully committed to
the business’s purpose and direction. Beyond this they
need to ensure that the structures, processes and culture
are aligned to business purpose and direction. Alignment is
essential to enable the organisation to attain real ‘traction’
and produce the high levels of creativity, energy and effort
needed to generate winning customer experiences. Non-
alignment in the organisation causes blockages, friction,
frustration and poor focus on the customer experience.

But what of HR’s role in developing organisational effective-
ness? Dave Ulrich says HR people must become:

e A partner in strategy execution — to work with senior man-
agers in designing the organisation to realise its purpose
and direction and achieve its goals

« Administrative experts — be effective and efficient in HR
processes, measure achievement and deliver results, or
‘get the offer letters out on-time before trying to change
the world’

¢ Become an employee champion — the psychological con-
tract has changed, (see The Column edition three) people
need to be fully engaged in realising business purpose
and direction, and as Jack Welch said years ago ‘we
need 100% of the people thinking, not just 5% of our
managers

¢ Become a change agent — the rate of change is not only
accelerating, it is encompassing new characteristics such
as the emotional and memorable dimensions involved
with the customer experience. HR needs to anticipate
change but most importantly enable the organisation to
build the capability to change into its core competencies.

These elements of HR’s role are important. However, we
emphasise that the focus of HR’s endeavours must be on
the three essentials:

o Effective leadership,
¢ Knowledgeable, skilled and motivated people and
e An organisation designed to enable people to achieve.

To develop an organisation which can maximise results in
the competitive external environment by delivering excellent
customer experiences, effective leadership is the top priority.
HR executives can support the development of leaders who
use power for the benefit of the whole organisation. This is
an issue of integrity. Help is also needed in providing the
right balance of inspiration and reasoned strategy. HR can
help executives build the robust frameworks that will link
strategic goals with guiding principles in support of business
purpose and direction.

HR can also support the thorough development of perform-
ance measures that cover the factors critical for business
success and the competency frameworks that will drive the
development and application of the right knowledge, skills
and behaviours.

To help the business’s leaders have a fit organisation de-
signed to facilitate superior people performance, HR needs
to adopt an organisational model which will enable redesign
and re-alignment speedily in pursuit of necessary change.
Naturally, we recommend our Model For Organisational Inte-
gration which supports the alignment of structure, processes
and systems, people and culture with business purpose and
direction. Line and HR managers now need to build partner-
ships of success to ensure that the right leadership facilitates
effective organisational design and engages people in pur-
suit of business purpose and direction.
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TALES FROM THE FRONTLINE

In the February/March edition of The Column we described
some of our work with RABOBANK GROUP TREASURY.
This involved designing and conducting Personal Develop-
ment Programmes for the members of the top management
team and following this, for the Team leaders of their Invest-
ment Banking desks.

On completion of the Team Leader Personal Development
Programmes, we analysed the information that had been
generated in relation to participants’ learning and develop-
ment needs and the corresponding organisational develop-
ment requirements. This resulted in Rabobank Group Treas-
ury retaining our services to design and lead a Team Leader
Workshop Programme. The purpose of this programme
was to address not only the personal development needs
identified, but also organisational development requirements.

The Team Leader Workshop Programme was delivered in two 3-
day modules in Spain and France to Team Leaders of the Group
Treasury global community. Module 1 addressed leadership, or-
ganisational dynamics and related these topics to Group Treas-
ury’s Principles and Ways of Working and personal motivation.
Module 2 covered assertiveness, influencing, leading teams, con-
flict management and coaching.

Our programmes are designed to involve as much practical learn-
ing as possible, including discussions on management issues of
interest to those participating. Group working sessions are inte-
grated into the programme to enable managers to apply learning
to the real situations they confront in the work place. We believe
that learning through doing is the best way to transfer knowl-
edge into work situations.

Merry Christmas to all our readers!

QUOTES AND
SOUNDBITES

“Nearly all men can stand
adversity, but if you want to
test a man’s character, give
him power.”

by Tom Peters

Abraham Lincoln

“I have yet to find the man,
however exalted his station,
who did not do better work
and put forth greater effort
under a spirit of approval than
under a spirit of criticism.”
Charles M. Schwab

“We cannot teach people
anything; we can only help
them discover it within
themselves.”

Galileo Galilei

“Perpetual devotion to what a
man calls his business , is
only to be sustained by per-
petual neglect of many other
things.”

Robert Louis Stevenson
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BOOK RECOMMENDATION by Richard Nelson

‘At age 60, I'm making a new start. My
first totally new start, as | see it, since In
Search of Excellence, published in 1982'.
This is part of Tom’s foreword ‘I'm Mad
as hell. Now working with a new pub-
lisher, the design—driven Dorling and
Kindersley, the aim is to reinvent the
business book. Not before time some
may say! This is a very different article,
lots of bold Technicolor, capitals, design
layouts and pictures. Structured differ-
ently but with easy access, the main text
is complemented with side-bars. Icons
denote special emphasis or references.

What's not changed is how the content is
engineered, plenty of hard information
illuminated by lots of rich anecdotes.
This is a stimulating and thought provok-
ing book about how the world and
particularly, the business world is
changing and need to change: ‘if
you don't like change, you're going

Re - Imagine!

Business Excellence in a Disruptive Age

Published by Dorling and Kindersley

to like irrelevance even less’- General
Shinseki. From the new context, the
impact of technology, the professional
service firm transformation, internally
and externally to large corporations,
Peters tackles issues that the faint-
hearted may not put on the agenda.

My favourite primer, Built to Last gets
a blast — its ‘offensive’. But this is the
main issue; past success can only be
a possible baseline for the new chal-
lenges of the 21% century. Memorable
customer experiences, branding be-
ing the genuine heart of the enterprise
and the heart being the brand, new
markets, new work and more—enjoy!
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