Steps to create a HR System Mature Organization 4 - 6 years
Positioning HR as a Strategic Partner
How Can HR be perceived as a strategic player in an organization? How can HR gain the respect of a management team as something more than a cost center? How can HR position itself in developing a business approach to managing operations? These are key questions in creating the HR strategic partnership.

Step 1--If it can't be measured it can't be evaluated

HR has a tough road in some organizations. We, as HR professionals, are victims of institutional memory lapses and the "what have you done for me lately syndrome." We are now asked the classic re-engineering question. "What value does HR have at this time?" Do we need it? Can it be outsourced?" No longer can we rely simply on memory in a time when most organizations are driven by linkages to financial operating indicators and the 90-day return on investment mentality. Conclusion: HR strategic partners must establish measurement systems to reflect their contributions.

Step 2--The reporting relationship is key

A visible sign of a HR partnership occurs when the HR facilitator reports to the key decision maker of the firm. If the facilitator is layered deep within the organizational structure, then strategic effectiveness may be impacted. We must position ourselves at the top.

Step 3--The HR Plan must link to the strategic plan

HR should participate in the strategic planning and budgeting process. Successful strategic partners link the HR plan to the business plan--they adapt HR initiatives to various parts of the strategic plan. For example, a firm decides that one part of the strategic plan is to improve profitability by 5 percent over the previous year. Ask yourself what impact HR can achieve if you:

1) Reduce turnover by 5 percent;

2) Explore alternative ways of staffing the operation; 

3) Reduce the costs per hire by 10%; 

4) Establish variable pay systems linked to productivity and sales targets; 

5) Reduce costs through HRIS automation; 

6) Reduce the workers compensation x-modification ratings;

7) Reduce legal actions through preventative training;  

8) Enhance managerial and sales effectiveness through successful development programs;

9) Offer gain-sharing options. This list is endless!

Step 4--Overhead vs. Profit Enhancement

Change the mindset immediately! In fact, I have renamed my department "Profit Enhancement Through People." HR departments are not "necessary evils" in an organization. It is not a "catch-all department" that simply focuses on hiring, retaining and maintaining legal compliance. Like the finance department, we manage human assets and should employ proper accounting procedures ourselves in measuring asset performance. Every dollar saved in HR goes directly to the bottom line. Imagine an organization with a net profit of 10 percent. In this organization it takes $10 in revenue to generate $1 in pure profit. Every dollar saved in HR is therefore equal to $10 in revenue. For example, the benefits professional who saved $100,000 in benefit costs last year offset company revenues by $1 million. Get a copy of the book, How to Measure Human Resources Management (2nd edition, McGraw-Hill) by Jac Fitz-enz, it offers excellent ideas in measuring and costing over 18 process areas of HR.

Step 5--Educate Yourself in Financial Principles

Every HR professional should take a course in finance and accounting. Whether we are in the public, private or non-profit sector, we are all driven by financial ratios, cash flows, and other financial benchmarks. The key to the HR partnership rests in "taking the lingo," knowing what is happening financially, and equating as many HR processes to the financial objectives of the firm as possible. HR professionals should lead HR as a business unit and strategically time key financial initiatives. Consider connecting without the quantitative types in MIS, Finance, and Accounting and find ways to systematize your HR initiatives. Also, employ the excellent Saratoga Institute HR Benchmark Standards. For example, I produce quarterly financial reports that demonstrate how HR performance contributed to maximized shareholder wealth, staying within budget or meeting a critical aspect of the strategic plan.

Step 6--Get Strategic or Get Outsourced
Be careful of HR technocrat syndrome. I am not discounting the value of being technically astute in all process areas of HR. More important though, is our ability to: 

1) Facilitate change; 

2) Lead teams; 

3) Develop organizational leaders; 

4) Establish systems to enhance worker productivity; 

5) Increase job satisfaction; and 

6) Provide for organizational continuity. HR professionals have a natural gift for dealing with people and facilitating the people side of the reengineering/CQI process. 

We bring this often lacking dynamic to the quantitative and mechanical side of change. Technical specialties in compensation, benefits, payroll, and even employee/labor relations can be outsourced today. Therefore, HR professionals should develop skills in organizational development techniques and augment their Workplace 2000 leadership requirements.

Step 7--Don't Wait to be asked to Join the Inner Circle

HR professionals are sometimes misperceived as strictly "touchy feely" and "spenders of organizational assets." We have a mindset to change. The door to senior management respect may not open easily. It is up to you to find ways to provide value to the strategic direction, contribute to the bottom line, and be perceived as someone who understands the financial mission of the organization. You may have to invite yourself to the first few meetings. Determine senior management's "hot buttons" and deliver small victories to each member of the senior team. Your ultimate value is measured by the level of respect you command by the line operations as a contributor to the continuity of the firm.

They are the customers.

Step 8--Publish and Sell the Plan

Like a religious experience, successful HR partners publish their strategic plan on a periodic basis. They demonstrate how HR programs link to the strategic vision. They capture successes and equate achievements to some level of measurement. They solicit feedback through surveys and "field ride-alongs" on HR effectiveness. Remember the 50-50 rule--strategic partners are visible in the field at least 50 percent of the time. They produce value by simplifying life, coaching and creating supporting programs that really matter to the organizational mission.

Good luck on your journey!
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