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[FROM THE EDITOR] by Mike Prokopeak

Failure to Launch

We've all experienced failure. One
of my biggest was not making the
cut for the varsity basketball team
in high school.

From a young age, basketball was
the center of my sports life. My fa-
ther even built a small basketball
court in our backyard so I could
practice. I spent many summer

days practicing free throws and
hook shots.

So it was with an incredible amount
of disappointment that I listened at
tryouts as the coach read the names
of the players who made the team
and mine wasn't among them.

For a few days, I was in shock. How
could I not have made it? I worked
just as hard if not harder than some
of the other players. Sure, I might
not have had the same amount of
talent or quickness, but I thought I
was pretty good. I wasn't prepared
to embrace the fact that I wasn't
good enough.

Unlike Michael Jordan, who was
famously cut from his high school
basketball team before turning
himself into the world’'s greatest
basketball player, I didn't have the
fire to come back the next year and
prove the coach wrong. I turned to
other strategies to cope, focusing my
attention and effort on other sports.

Failure is both a danger and an

opportunity. Some — their self-
confidence dashed and their
expectations lowered — mnever

recover. Others grow from it,
reaching new heights and achiev-
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ing greater results. I share all this
because there's a rash of business
literature about failure lately.

Harvard Business Review dedi-
cated its entire April issue to the
topic, sharing stories and strate-
gies on how business leaders have
understood, learned and recovered
from failure. Last month, Tim Har-

ford, a Financial Times columnist,
published his book, Adapt: Why
Success Always Starts with Failure.

The basic principle is that business
is far too complex and change too
endemic for ready-made, off-the-
shelf answers and models. The only
way to truly succeed in this rapid-
fire environment is improvisation,
working from the bottom up rather
than the top down. That approach
brings with it an increased risk of
failure. As with most management
ideas, it won't be long before it
finds its way into talent manage-
ment practices.

Undoubtedly, our most memorable
and likely best lessons come from
failures. We remember and cele-
brate our best moments — winning
the prize, receiving the award,
achieving the result — but failures
often last longer. Years later, I still
remember how it felt to be cut from
the team. Do I remember the tro-
phies I received before then? Not as
vividly.

Failure is undoubtedly a powerful
way to learn and grow, both as indi-
viduals and as organizations. But it
can also be dangerous. Without the
right preparations, we're playing

with fire. Careers can be destroyed,
psyches demolished and business
units decimated. Turning failure
into an opportunity requires that
we set and align expectations up
front, design experiments and de-
velop positive feedback channels.

This presents talent managers with
a great opportunity. As the ones
who sit at the intersection of peo-
ple and strategy, we are uniquely
positioned to gather insight, con-
sult with business partners and
gather intelligence on performance
that, should failure happen, can be
used to grow.

For years, computer maker Apple
labored in the wilderness as Mi-
crosoft and others dominated the
software and hardware market.
But rather than collapse under the
weight of failed products and di-
minished expectations, it learned
from its mistakes, found a way to
reinvigorate itself and has become
one of the world’'s most recogniz-
able brands.

To follow this lead, we need to
carefully define what we're trying
to accomplish, how we're going to
do it and what we'll do with the
results should failure occur. All of
that needs to be shared with stake-
holders. Otherwise, being more
accepting of failure is a manage-
ment gimmick, not a strategy. And
that will only hurt, not enhance,
the talent manager’s role.

Success can start with failure, but
only if we're prepared to embrace it
for positive gains. I still like playing
basketball. Under different circum-
stances, I might never have wanted
to step on the court again.

Mike Prokopeak
Editorial Director
mikep@talentmgt.com
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social and cultural factors
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[THINKING AHEAD] by John Boudreau

Power to the Public

Recently I was teaching my MBA
class on performance management
when one of my students brought up
a website containing a record of the
ratings given to me when I was a stu-
dent teacher. The students conveyed
that my scores weren't disappoint-
ing, but they were by no means the
most impressive.

Seeing my scores displayed pub-
licly grabbed my attention
more than when they were
discussed in privacy in my
supervisor’s office some time
ago. I began to wonder if, as
organizational processes and
data become more public,
user opinions about quality
will become ubiquitous. Will
outside engagement disrupt
HR from performance assess-
ment?

An even more public example

of open assessment is the recent con-
troversy sparked by the Los Angeles
Times' release of detailed student
test-score data for teachers in the
Los Angeles Unified School District
(LAUSD). Using publicly available
data on individual students’ test
scores on math and reading, the
Times employed statistical analysts
to calculate how student scores
changed while the students were
enrolled in a certain teacher’s class.

Anyone can go to the Times' website,
search for the name of any teacher,
and with a couple of clicks see a
graph rating that teacher “highly ef-
fective” or “less effective” based on
the distribution of his or her stu-
dents’ test scores.

This motivated a passionate debate
about whether the Times acted ap-
propriately, whether parents and
other public constituents should
have such detailed performance in-
formation about individual teachers,
whether such information should be
used for evaluation, pay or teacher
development, and whether student
test scores are a complete — or even
relevant — basis for judging teacher
performance.

m talent management magazine www.talentmgt.com

The issue became even more con-
troversial as the LAUSD engaged in
teacher layoffs to address budget
shortfalls, and it was possible to see
whether laid-off teachers were those
who had increased test scores or not.

The coverage of the story in na-
tional news struck me as evidence
of performance information's
status as a powerful catalyst. It

sparked public interest in ques-
tions that are usually the arcane
topics of performance management
seminars, HR conferences and su-
pervisor training: What should
be assessed? Who should do the
assessment? How should assess-
ments be communicated? Should
assessment be used for evaluation,
development or both?

Publication of the teacher scores
has produced a healthy dialogue
about teacher performance systems
between unions and school man-
agement. The prominence of public
information will be a significant ed-
ucational moment for those charged
with designing and managing
teacher performance systems. But
it will also affect the public, which
probably seldom thinks much about
this powerful yet often obscure tal-
ent management process.

Public performance information
draws attention to performance
scores in a way traditional HR sys-
tems like compensation, training
and career development often can't.
But will the benefit of improved
performance systems for LAUSD

teachers outweigh the social cost
and disruption?

That remains to be seen, and I sus-
pect many leaders are relieved to see
this question is still hypothetical for
them as they watch this play out in
the LAUSD but not in their organiza-
tions. Employees and their leaders
continue to trust that organizations
keep performance data private.

But don't stay too confident.
One of the fastest-growing
technology trends is that con-
sumer opinions are becoming
more immediate, available and
analyzable. Shoppers can wave
a phone at a product bar code,
type in an opinion and with
one click publish that opinion
to hundreds or thousands of
their closest friends. Many say
the future of retail marketing
lies in these opinions.

Will your performance manage-
ment system soon need to account
for consumer ratings of your own
leaders? Will the performance and
evaluation systems designed and
run by talent management pro-
fessionals soon become irrelevant
based on the power and immediacy
of such ratings?

It wasn't long ago that the market-
ing profession believed brands and
product information were controlled
by formal advertising and marketing
processes. Savvy talent managers
will also need to adopt a new mind-
set to capitalize on the educational
potential of a future of collective per-
formance management.

John Boudreau is professor and research
director at the University of Southern
California’s Marshall School of Business
and Center for Effective Organizations, and
author of Retooling HR: Using Proven
Business Tools to Make Better Decisions
about Talent. He can be reached at
editor@talentmgt.com.
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[LEADING EDGE] by Jac Fitz-enz

Getting to the C-Suite

You may aspire to be the chief hu-
man resources officer (CHRO) of
your organization. Or perhaps you
already are the CHRO but you're
not accepted as a full member of
the C-suite. Either way, your goal
is to rise as high as possible in the
management ranks of your com-
pany, but the mind-set needed to
climb is changing.

Harvard Business Review ran an
article in March, “How to Make It
to the Top: The New Rules for
Getting to the C-Suite,” with

the premise that the road to

the top is shifting and senior

staff members need to think

and act differently. Sources
from top executive positions
provided proof and examples

of this changing direction,

such as:

* Chief information officer: “I
look at myself as a business
leader, not a CIO. I tell my
team, ‘Don't talk about how
great the new smartphone is, talk
about how it will increase sales,
drive up revenue growth and im-
prove market share.”

Chief marketing officer: “The
global consolidation of sales and
marketing will be instrumen-
tal in allowing us to serve our
clients’ needs in a more compre-
hensive way.”

Chief financial officer: “Many
CFOs a decade ago were probably
great stewards but saw the busi-
ness more through an accounting
lens versus a strategy and value-
creation lens.”

These people view their roles as
executives who help drive business
results. In comparison, a CHRO in
the article was quoted as saying,
‘A good bellwether of the state of
HR will be the function's ability to
produce candidates from within its
own ranks to take on senior roles at
companies.”

This statement is fundamentally
different from the others. The other

m talent management magazine www.talentmgt.com

professions mentioned sales, rev-
enue, market share, client service,
strategy and value-creation. The
CHRO example is contemplating
human resources’ position. That's
not good.

The CHRO job is growing in
complexity given globalization,
government regulations, executive
compensation, a paucity of leader-
ship capabilities and increasingly
the need for risk management. That

may explain a new trend in hiring
CHROs; companies are increasingly
filling this position with leaders
who can understand complex busi-
ness strategies such as operations,
marketing, law or finance.

The article’s authors suggest the
CHRO requirements start with
commercial acumen and technol-
ogy knowledge. Essentially, the
best CHROs are business people.
They understand accounting, and
they know the technology issues in
their companies. They know they
have a primary duty to improve
business operations from the hu-
man capital side.

Everyone agrees on this, but many
don't know how to strategize it.
Most wait for someone from the
C-suite to demand action, and then
they salute and deliver. The prob-
lem is that by then the company
has lost its competitive advantage.

Additionally, CHROs require key
skills and knowledge areas around
two basic issues — change man-

agement and culture management.
Change in business is constant and
increasing in speed and magnitude,
while culture concerns are now
more than just a sop to millennials
and minorities.

The last issue is the CHROs' ability

to work with the board on succes-

sion and executive compensation

strategies. As a board member for

four companies, I have experience

around talent management at the
board level. We are constantly
concerned with compensa-
tion and succession as well
as financials and marketing
strategy. And I have found the
best way to enhance your po-
sition is to come to the board
with solutions, not just prob-
lems.

At a recent meeting of 20 of

the top learning and develop-

ment people in the country

there was consensus that

leadership development is
No. 1 on their list of imperatives
because, for many reasons, Amer-
ica finds itself in need of skilled
leaders.

Further, layoffs,  corporation
growth, global initiatives and com-
petition have raised the threshold
of leadership to a new level. Many
companies are just getting by —
they do not have the capability at
the top to drive and sustain com-
petitive advantage. Career pathing,
succession plans, and blended and
experiential learning have to be
brought together in a planned pro-
cess; they have to be tied to staffing
and compensation. When this
happens, HR will be a welcomed
member of the C-suite.

About
the
Author

Jac Fitz-enz is founder and CEO of the
Human Capital Source and Workforce
Intelligence Institute. He can be reached
at editor@talentmgt.com.
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[MAKING IT WORK] by Marc Effron

Perfecting Performance Management

Few talent processes are as pow-
erful or as widely despised as
performance management. The
steps to align employees with cor-
porate goals, coach them to higher
performance and assess their ac-
complishments often elicit an
unending stream of complaints
from managers and employees
alike. Talent managers should ig-
nore the siren’s calls to eliminate
the performance review, and in-
stead create a process that's guided
by science, easy to use and features
clear accountability.

Thanks to 60 years of psychology
research, we have information to
set goals that create higher mo-
tivation and drive performance.
Science tells us that:

* More difficult goals produce
higher  performance: We
increase our effort as a goal be-
comes more challenging. The
old performance management
maxim of “three regular goals
and a stretch goal” doesn't cut it.
Today it should be four stretch
goals.

Goals motivate better when
they coincide with self-in-
terest: When we believe a goal
can help us earn, learn or realize
other personal objectives, we'll
be more motivated to complete
it. This doesn't mean employees
should set their own goals. In
fact, allowing them to do so can
easily reduce the power of the
first point.

* Fewer goals are better than
many: The more goals we have,
the less effort we can give to
each. Science doesn't tell us the
right number of goals, but my ex-
perience is few of us have more
than five truly important goals in
any given year.

Many parts of the typical perfor-
mance management system add
complexity to the manager’'s life
without adding value. You can
eliminate many traditional bells
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and whistles to make your process
easier and more efficient for your
managers.

*Encourage a one-page goal set-
ting and review form: We can all
agree it's not about the form, but a

=]

complex, difficult-to-use form can
poison the process for both man-
agers and employees. The only
form elements supported by sci-
ence are a goal statement, metrics
and a section to evaluate results.
Anything else you want to include
should be considered guilty until
you prove it innocent.

* Kill the labels: Fancy classifica-
tions such as “valued contributor”
or “star performer” complicate
the message you're trying to send
to employees. Simply tell them
they exceeded, met or partially
met their goals last year.

* Precision does not equal ac-
curacy: Especially popular in
scientific and engineering cul-
tures, the precise, formulaic
calculation of a performance
score gives managers comfort
but adds absolutely no wvalue.
It is impossible for a manager
to accurately measure the dif-
ference between a 3.7 and a 3.8
performer. Eliminate the cal-
culation, and force managers to
consider the totality of accom-
plishments and assign a rating.

Even the most well-intentioned
manager might not always com-
plete performance management
in the time and fashion you re-
quire. Two powerful levers can
help.

* Time-bomb communication:
We can help managers do the
right thing by making our ex-
pectations visible. At key points
in your process — goal setting,
coaching, reviews — have your
CEO or HR leader send a message
to every employee covered by
performance management detail-
ing the process and expectation.

The message should describe the
process, timing, what employees
should expect from their man-
ager and what managers should
expect from employees. You've
handed the manager a ticking
time bomb and given him or her
easy instructions to defuse it.

Forcing/guiding/managing a
distribution: Highly contro-
versial but increasingly popular,
providing strong guidance for
performance distribution is a re-
sponse to the chronic inflation of
ratings seen in most companies.
If properly challenging goals are
set, a reasonable distribution
should be achieved. But until
managers are fully competent at
this activity, the training wheels
provided by managed distribu-
tions are a helpful tool.

Spend one hour today thinking
about how you could decrease
complexity, increase transpar-
ency or drive more accountability
in your performance management
process. You don't need to rede-
sign the entire process; simply chip
away factors that are causing the
most pain. It's the most powerful
thing you can do to improve your
company's performance.

Marc Effron is president of The Talent
Strategy Group and author of One Page
Talent Management. He can be reached
at editor@talentmgt.com.
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Managing
the Millennials

Brian McMahon, Stephen A. Miles and Nathan Bennett

Just like music that seems to get louder and louder
with each generation, so too does the rancor over the
challenges each generation brings when it enters the
workforce.

Talent leaders often hear about 20-somethings failing
to launch and returning home to their parents, or im-
patient and impertinent young associates who clamor
for a voice in every decision. This group also has a ten-
dency to move from one employer to the next. Some
managers also have encountered the added challenge
of helicopter parents who accompany their child on job
interviews and question performance appraisals.

Perceived differences between generations are not
new: Research reporting older workers' skeptical views
of their younger co-workers has appeared consistently
since the 1970s. But young workers today are differ-
ent from their forebears in a few specific and notable
ways — differences that present clear challenges for
employers. Employers who are slow to address millen-
nials’ oft-observed desires for feedback, work variety
and work-life balance will struggle to retain their best
young workers.

Generally recognized as the cohort born after 1980,
millennials differ from baby boomers and Gen X in the
workplace in three primary ways.

Probably the most striking difference is the role work
occupies in their lives. Work isn't as important to
millennials as it was to previous generations at the
same point in their careers. Today's younger workers
are more covetous of leisure time and describe work
as less central to their lives. Some employers lament
that while their younger employees aren't as keen to
get in the ditch and dig, those same employees remain
desirous of the benefits — including status and com-
pensation — that coincide with sustained efforts.
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Millennials also interact socially with the world in a
different way. They generally are more outgoing and
assertive than previous generations, and they thrive on
immediate feedback. Sometimes called “trophy kids,”
they have both higher self-esteem and a greater need
for positive reinforcement; they excel in environments
that are low in ambiguity, with tasks that are well
specified.

For instance, it's not out of the question for a millennial
to warn her new boss that if she is ever regarded as less
than a superstar, she wants to be notified immediately
so she can pursue an opportunity elsewhere. Millen-
nials are often quick to wonder how green the grass is
on the other side of the fence, and their curiosity likely
will become known to those around them. Further,
team cohesion and, consequently, team performance
are threatened when some members are perceived to
be less invested than others.

Finally, not only did millennials grow up with the In-
ternet, they also have been greatly influenced by its
ubiquitous ability to connect people across the globe.
Consequently, they're less likely to feel bound by ge-
ography or embedded in the physical places where
they work. They are comfortable with the sense of
community fostered by relationships established and
maintained over the Internet. As a result, they are
more comfortable than their predecessors with por-
table work and life environments, making location less
important.

Previous generations commuted some distances to
work together, whereas millennials are comfortable
working together from great distances. We could refer
to this type of millennial as a nomad. This individual
works remotely and lives in hotels because it affords
a sense of freedom consistent with being at home ev-
erywhere. The nomad has an extensive network of
colleagues and friends, so one week she may work in
San Francisco and the next may perform admirably



in New York, all the while shopping airfare and hotel
prices on the Internet.

The nomad doesn't like feeling pinned down, and the
accommodations for this lifestyle are often less expen-
sive than traditional arrangements, such as renting
an apartment. Yet this employee’s responsiveness and
work quality are equal or superior to colleagues in
more fixed locations. Since location doesn't matter as
much as it might have to previous generations, if a mil-
lennial employee is unfulfilled at work in New York, a
move to a different company in Chicago is not only rea-
sonable but psychologically easier than it might have
been for previous generations.

Getting the Work Done

Despite these differences, talent leaders can success-
fully attract and retain high-performing employees of
this generation. For instance, creating an employment
brand — in addition to cultivating a keen understand-
ing of millennials — will pay off. Following are some
strategies that may provide companies with an advan-
tage over their less flexible competitors.

Take time off into account. Millennials value not just
their time off, but also the ability to control when they

are on and off the job. Over the past three decades or
so, the number of young people who want more than
two weeks of vacation has nearly doubled, according to
“Generational Differences in Work Values: Leisure and
Extrinsic Values Increasing, Social and Intrinsic Values
Decreasing,” published in the Journal of Management,
March 2010.

Leaders who fail to adapt company policies to their
workers' attitudes about time off risk losing talent to
competitors that have incorporated millennials’ values
into their various policies. Such a policy shift might be
seismic in companies where more traditional policies
are ingrained in their cultures, but the upside to pro-
moting this kind of change is that younger workers are
more likely to remain enthused about their work and
less inclined to experience destructive burnout symp-
toms that could cause them to consider other pursuits.

Stay — and empower them to stay — a few steps
ahead. To address the potential challenges posed by
relatively fixed dispositional characteristics shared by
many millennials, companies have two options.

First, they can carefully select employees with certain
qualities. By exercising care when conducting inter-
views and determining which assessments to deploy,
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A well-designed path up an
organizational chart — what to do,
how to do it, how long it takes —
appeals to millennials’ preference
for structure and
low interest in ambiguity.

talent managers can better gauge the degree to which
their millennial applicants can adapt to the workplace.
For example, millennials who score higher in intellec-
tual flexibility and comfort with ambiguity should be
more adaptive than those who score lower.

One of the major ways millennials on the fast track dis-
tinguish themselves from their cohorts is how keenly
they appraise uncertainty and reason inductively.
Thus, talent leaders who select millennials with these
characteristics will fill their ranks with employees
who'll succeed in the short run and be ideally equipped
to lead when they do ascend the hierarchy. Further,
selecting young workers who are self-aware and sen-
sitive to how their co-workers perceive them means
these new employees will be savvy enough to adhere to
company norms as well as fit in with employees from
older generations.

Second, companies can benefit from clearly articulating
the traditional career paths through the organization.
A well-designed path up an organizational chart —
including what to do, how to do it, and how long it
usually takes — will appeal to millennials’ preference
for structure and relatively low interest in ambiguity.
Millennials tend to thrive when they know precisely
what's expected of them and how they should go about
accomplishing goals. From the millennials’ perspective,
an expectation of explicit feedback in the workplace is
a logical outgrowth of the frequent and specific feed-
back many received throughout their school years.

Many companies today, particularly those in profes-
sional services, do provide yardsticks by which work
will be measured. But as the younger generation of
workers continues to arrive, it would be prudent for
companies in other industries to more deeply explicate
the advancement process earlier, complete with stan-
dard milestones and timelines.

Build a network. Millennials are actually more satis-
fied with their jobs and more desirous of job security
than Gen X and baby boomers, and empirical evidence
— even before the global recession — does not support
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the notion that younger employees job hop any more
than older workers. However, like their older brethren
have been doing for years, millennials will leave when
they perceive a better opportunity. While previous gen-
erations had more concrete pulls to get them to leave
a job, such as position or salary, millennials are often
prompted to make a move by a vague sense of “Why
not try something else and see what happens?”

Companies keen to keep — or at least keep in contact
with — high-performing millennials would do well to
exploit the social media that has compressed the world
and made it psychologically easier for employees to
move. For instance, new hires in Bank of America’s
leadership development program play a game using
LinkedIn to begin building their networks at the bank.
These connections most likely remain should any of
these high potentials decide to take a job elsewhere.

Consider that McKinsey & Company boasts an alumni
network with more than 20,000 people in more than
100 countries. Companies that foster similar connec-
tions among their former employees are likely to not
only capitalize on the business opportunities that arise
from these connections over time, but alumni also may
realize the grass isn't always greener — and at some
point express interest in returning to their previous
employers.

U.S. Census Bureau data suggests in less than a decade,
millennials will comprise about half of the working-age
population in the U.S. This demographic change means
evidence of small generational differences and even an-
ecdotal observations made in today’s workplace may
augur the workplace of the future. Talent managers
must remain alert to these shifts so their organizations
won't be left behind.

Brian McMahon is a partner at Reperio Partners LL.C. Stephen
A. Miles is a vice chairman at Heidrick and Struggles and head
of the firm’s leadership advisory services. Nathan Bennett is
the Wahlen Professor of Management at Georgia Tech. Miles
and Bennett are authors of Your Career Game. They can be
reached at editor@talentmgt.com.
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Jack J. Phillips and Patti P Phillips

earning and development professionals
routinely create new jargon that, while
meaningful to them, is often confusing to
everyone else. A recent addition to the vo-
cabulary is return on expectation (ROE).

Some people suggest ROE is a number. However, busi-
ness vernacular defines ROE as return on equity. This
standard accounting measure indicates the return of
shareholder investment in a company. For example, us-
ing a scale of 1 to 100, learning clients rate their level
of program satisfaction. The average score and ROE
is 85.2, which is presented as data reflecting the pro-
gram's impact.

ROE could suggest client expectation is being met in a
variety of measures, such as usefulness, relevance and
value. But taking this calculation of ROE is like asking
clients if they are satisfied with the program. It repre-
sents reaction data, Level 1 in traditional evaluation
frameworks posited by Kirkpatrick and Phillips. Pre-
senting reaction data using a familiar business measure
presents an illusion of something that is nonexistent
and reflects unfavorably on learning and development.

ROE also could be an objective. Some suggest ROE is
based on achieving objectives or certain outcomes. If
the outcome is productivity, quality or sales, for ex-
ample, the measure becomes results or impact, Level 4
under traditional frameworks. If this is the case, why
not call the outcome results or impact? If ROE repre-
sents an objective where the client sets an expectation
about what participants should do, then the results
represent behavior change or application (Level 3). If
the client suggests participants acquire certain knowl-
edge or skills, the objective is Level 2 in traditional
frameworks.
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Beware Vague
Learning Jargon

Vague definitions leave decision-makers with little ba-
sis for their decisions. However, definition is a minor
issue when compared to how ROE is developed.

The learning and development definition of ROE is
vague, and its development follows an ill-conceived
path. Some say the client develops the ROE entirely.
This approach has two flaws. First, according to many
learning professionals, managers and their executive
clients who request programs do not always know how
to articulate specific measures of success. Clients may
want the program to be “very effective,” but what does
that mean? Or they'll say, “we want best-in-class man-
agers.” Again, this is not clear or definitive.

A client also may set an impossible expectation: “I
want 150 percent ROI!” Now the expectation is an ROI
calculation. What does the learning leader do with
that? The client may say, “We want to improve our
sales by 100 percent in six months, something we have
never achieved, but ...” That still may not be possible.
Suppose the expectation is: “We want zero unplanned
absenteeism in our call center.” Again, that is not a re-
alistic goal. Leaving this process entirely to the client
often presents nebulous, misguided or misunderstood
expectations, and having the client set the expectation
sometimes yields unachievable targets.

A better approach is to negotiate with the client to get
an appropriate expectation. This becomes the return
on the negotiated expectations (RONE). While this may
be the best approach because it can yield specific, ap-
propriate and realistic measures, why not classify the
expectation in one of the traditional five levels of eval-
uation rather than throw out another nebulous term?

Sometimes ROE measurements can go astray. Let's
say a broadcasting company spends millions of dol-



lars on a leadership program. When the leadership
development team attempts to define expectations so
they can use return on expectation, the CEO says, “My
expectation is effective leader behavior. There is no
need for you to collect data; I will tell you if my ex-
pectations are met.”

Based on these limited parameters, the team collects no
follow-up data. The CEO is fired midway through the
project, and the new CEO asks about the status of the
program. The leadership development team explains
they are measuring the program using the return on
expectation as defined solely by the previous CEO.
Now they are caught in an embarrassing situation as
the new CEO facetiously suggests the former CEO be
brought back to evaluate the program. Frustrated, the
CEO stops the program and fires the leadership devel-
opment team, stating they have wasted a great deal
of money. This extreme case demonstrates the risk of
working from a nebulous expectation understood by
one long-gone executive.

Who's the Real Client?

Aside from the CEO, there are other executive opin-
ions that matter. Perhaps there is no more important
influence on funding for learning and development
than that of the chief financial officer (CFO) and the
finance and accounting team. Today the CEO expects
the CFO to show the value of non-capital investments,
which requires the finance and accounting team to be
involved in learning. At the same time, many HR func-
tions now report up through the CFO, adding pressure
to show value. Given the importance of this function, it
is helpful to ensure that measures used to gauge learn-
ing's success get their approval.

The word “return” comes from the accounting field,
most notably referring to the return on investment, a
financial concept defined as “earnings divided by in-
vestment.” In the context of learning and development,
ROI is net monetary benefits from the program divided
by the cost times 100. This yields the ROI percentage,
and ROI positions learning as an investment.
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The concept of ROE raises a red flag to accountants,
as it references fundamental financial terms. Com-
pounding the confusion are variations of return on
expectation. These include return on anticipation, re-
turn on inspiration, return on information, return on
involvement, return on client expectation, and return
on event. Even worse are return on training and return
on people. Some talent development leaders have even
used the concept of return on objectives, suggesting
this is a completely different process from measuring
the success of learning objectives at different levels.

Figure 1 compares misused terms and the accounting
perspective. The issue here is twofold. First, use of the
word “return” piques the finance and accounting depart-
ment's interest because it is the basis for many of their
common measures. Second, misusing terms with which
finance, accounting and top executives clearly identify
decreases learning and talent leaders’ credibility. From
their perspective, learning leaders are unwilling to show
the actual value of their work in terms
they can understand. Instead, learning
professionals substitute new terms and
hope others will see value in them.

an easy way out and avoids the risk of the program not
delivering the value the business unit head desires.

Most executives want to see alignment with busi-
ness needs, and learning and development success
expressed as a business contribution. In a 2009 ASTD
survey of Fortune 500 CEOs, top executives weighed
in on the types of data that matter to them. The No. 1
measure CEOs want to see is the connection of learn-
ing and development to the business (Level 4 business
impact). Ninety-six percent of responding CEOs want
to see this data; but only 8 percent actually receive it.
In the same study, 74 percent said they want to see the
ROI from learning and development. Only 4 percent
actually see it now.

The gap in what CEOs want and what they receive
presents a challenge. Learning leaders must meet

FIGURE 1: MISUSED FINANCIAL TERMS

Term Misuse CFO Definition

However, identifying the real client for ROI Return of information Return on investment

a learning and development program Return of intelligence

is often a murky issue. The client funds ROE Return on expectation Return on equity

the program and has the option to invest Return on events

in other initiatives. This client will be ROA  Return on anticipation Return on assets
interested in the value of learning and ROCE Return on client expectation Return on capital employed
development if expressed in terms they ROP  Return on people ?

understand, terms that lead to business ROR  Return on resources

impact measures and ROL. ROT T @ (i

For example, in a large, multinational ROW  Return on Web
organization, the centralized talent de- ROO

NN N

Return on objectives
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velopment function develops programs

used by different business units. Each

business unit has a learning and de-

velopment adviser who serves as a liaison with the
corporate university. From the corporate university
perspective, the client is the learning and development
adviser — their principal contact. From this perspec-
tive, the client is another learning professional. What
this individual may view as valuable could be different
from the business unit head who ultimately provides
funding and is paying for the program through transfer
charges and absorbing associated administrative and
travel expenses.

In reality, the business unit head is the real client.
Asking that individual about learning and develop-
ment expectations will produce a different description
than one from the adviser because they have different
perspectives. The learning and development adviser
essentially sees this as his program. He has asked the
corporate university to conduct the program, and the
corporate university assumes some ownership from
that request. If the program does not deliver value, it
could reflect unfavorably on the adviser and the corpo-
rate university. This fear of results often forces them
to use vague measures no one understands. It presents
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the expectations of executives who ultimately fund
learning and development functions. Without their
commitment and funds, learning would not exist as
a formal process, and key talent will not receive the
development they need to advance and perform. The
terms, techniques or processes used to measure suc-
cess must be defined by contributions meaningful to
the real client.

An easy way to accomplish business alignment is to con-
sider objectives at multiple levels. Learning objectives
are developed with performance-based statements
and sometimes include a condition or criterion. How-
ever, from the client perspective, these objectives only
represent learning; there are other important objec-
tive levels. Application objectives — Level 3 — clearly
define what participants should do with what they
learned. Examples of Level 3 objectives include:

At least 99.1 percent of software users will follow the
correct sequence after three weeks of use.

* The average 360-degree leadership assessment score
will improve from 3.4 to 4.1 on a 5-point scale in 90
days.



* Sexual harassment activity will cease within three
months after the zero-tolerance policy is implemented.

* 80 percent of employees will use one or more of the
cost-containment features in the health care plan in
the next six months.

* By November, pharmaceutical sales reps will com-
municate adverse effects of a prescription drug to all
physicians in their territories.

Impact objectives specify what the application will de-
liver in terms of business contribution. These Level 4
impact measures communicate the consequence of ap-
plication, usually defined in categories such as output,
cost and time. Examples of Level 4 objectives include:

* The Metro Hospital employee engagement index
should rise by one point during the next calendar
year.

* There should be a 10 percent reduction in overtime
for front-of-house managers at Tasty Time restau-
rants in the third quarter of this year.

» After nine months, grievances should be reduced
from three per month to no more than two per month
at the Golden Eagle tire plant.

Impact objectives connect the program to the business.
In some cases ROI objectives are set and expressed as a
benefit/cost ratio, and ROI as a percent.

Defining expectations and developing objectives that
link to meaningful business measures positions any
learning and development program for results that will
resonate with all stakeholders, including the real client.

There is no need for another ambiguous term that cre-
ates more confusion. Return on expectation, return on
anticipation and return on client expectation gener-
ate meaningless measures and risk misunderstanding
among the clients funding learning programs. These
terms do little to satisfy executive interest in learning
and development programs because their focus is busi-
ness contribution to the organization. Learning leaders
must step up to the challenge and avoid the tempta-
tion to grasp trendy jargon or techniques that sound
appealing, but do little to demonstrate the real value
of learning.

Jack J. Phillips is an expert on accountability, measurement
and evaluation, and co-founder of the ROI Institute. Patti P.
Phillips is president, CEO and co-founder of the ROI Institute
Inc. They can be reached at editor@talentmgt.com.
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Jeff Kristick

mployees typically fall into one of two

camps. The first group arrives at 9 a.m. and

departs at 5 p.m.; they do a fine job, but

that's it. The second group is different —

they're willing to stay an extra half-hour
to send an email or assist a colleague in wrapping up a
project. They're top performers, the people who drive
the business, and there are strategies talent leaders can
use to create and sustain a high-performance culture
that inspires a deeper commitment to the company and
its mission.

The open secret about high performers is they're
largely born that way. Therefore, an organization's
talent management strategy is not necessarily going
to create high performers, so that should not be the
goal. High performers are already there, waiting to be
inspired, mentored, coached and managed. High-per-
formance organizations do the best job of identifying,
rewarding and engaging the high-potential individuals
within them, giving them resources to be effective and
removing barriers.

This in turn attracts more high performers to an orga-
nization — a virtuous cycle — as they naturally seek
opportunities to shine. Further, a high-performance
culture is contagious and can inspire those on the edge
of high performance, raising the bar for work quality
and professionalism across an enterprise.

Ultimately, an organization’s culture and performance
are determined by its people. That's why a disciplined
performance management program should focus not
only on developing and managing critical talent, but
also on uniting and motivating the entire workforce to
achieve specific strategic and operational goals.
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How to Inspire Talent
to Go the Extra Mile

One way organizations can accomplish this is by align-
ing corporate objectives with individual employee
goals, cascading down corporate goals so they're in-
terpreted as individual performance objectives. This
instills a more direct connection between employees’
day-to-day work and the organization’s strategic ob-
jectives and promotes a sense of ownership for the
organization's success. According to a 2009 study from
Bersin & Associates, “Renewed Focus on Performance
Management,” organizations that do this well can see
significant results, including less downsizing, lower
turnover among high performers, and nearly twice the
revenue per employee as organizations without a for-
mal, disciplined performance management program.

Further, it's important to implement both performance
management and performance measurement. Manage-
ment guru Peter Drucker is credited with saying, “If
you can't measure it, you can't manage it,” and talent
management is no different. Too often, the performance
appraisal process is defined by subjective assessment of
an employee’s job, rather than by measurable goals and
competencies. Developing a goal-based environment is
not only vital to track employee performance, but it
also can be a powerful motivator for behavior. The pro-
cess of developing goals, communicating results and
agreeing on next steps gives employees a clear sense
of direction and purpose — more so if their individual
goals can be associated with organizational goals.

This requires talent managers to invest in the develop-
ment of specific competencies to ensure high-potential
individuals who are promoted have the right skills
to be successful. A talent management system that is
competency-based eliminates the subjectivity that can
trigger push-back and demotivation as the organiza-
tion attempts to tie advancement and compensation to
performance. Also, such a system provides employees



with a clear development path and illuminates the re-
wards that go with it.

A good first step for talent leaders is to consider the
organization's current performance appraisal process.
According to the “2008 Essential Guide to Performance
Management Practices” from Bersin & Associates,
when conducted as a stand-alone event rather than as
part of an ongoing process, even the best goal-setting
and appraisal process is ineffective to drive a high-per-
formance culture.

Second, building such a culture must start at the top.
In their book, Corporate Culture and Performance,
Harvard Business School professors emeriti John Kot-
ter and James Heskett remind us that not one effort
at culture change has ever been successful starting at
the bottom. Thus, an organization’s leadership must
not only want the change, it also must be prepared to
invest the time and money in planning technology to
support the initiative. A talent management system
linking performance with employee development sig-
nals that the organization is committed to growing
employees’ skills and that advancement and improve-
ment go hand in hand.

However, before talent leaders can create a high-per-
formance culture, they have to define what that culture
looks like for their specific organization. Do managers
take accountability for employee performance and the
business outcomes for which they're responsible? Is

performance linked directly with compensation? Are
high performers offered challenging new opportunities
to keep them engaged?

To do all of these things, it's important to take a care-
ful look at where the organization stands. This talent
management status check also will help leaders iden-
tify what is working so they can be sure to carry these
attributes forward as they map out new competencies
around critical skills and performance drivers.

Here are some questions talent leaders can use to ex-
amine the organization’s current state:

* What performance management processes and tools
exist?

* What competency models, if any, are in place?

e Is performance management currently integrated
with other processes such as learning, recruiting,
compensation and succession planning?

* What challenges exist within the organization such
as high turnover, skills or leadership gaps and pres-
sure from competitors?

* What is the state of employee morale? Is there an
atmosphere of trust and urgency throughout the or-
ganization?

* Do employees take appropriate risks? Are they di-
rectly accountable for results? Are they encouraged
to set and achieve stretch goals?
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* What does the organization do really well? Which
communications, behaviors and best practices
contribute to profitability and competitiveness? Or-
ganizations will want to ensure their core strengths
are built into a new performance and talent manage-
ment program.

Before talent leaders can develop a high-performance
workforce that is aligned with corporate objectives
and goals, they must define them. Taking the time to
do this equals the difference between a performance
management project and a high-performance strategy.
Also, remember that a high-performance culture is not
just focused on HR outcomes, but also on business ob-
jectives. That's why it is critical to involve the entire
business in the planning process, including managers
and employees.

While this can be a challenge for large, global orga-
nizations, the availability of free or low-cost online
survey tools can make it easier to field an employee
survey to find out how stakeholders view the orga-
nization's performance culture. Social tools also can
be used to facilitate online discussions. Doing so will
help ensure buy-in from employees and a sense that
management is listening as well as talking. Leaders
also should articulate strategic business visions, val-
ues and milestones so everything from competencies
to compensation to learning activities can be focused
on achieving them.

Here are some questions to help define the desired
state:

* What are the ideal business capabilities and targeted
business results?

* What do managers and employees believe needs
to change? Operations, training, processes, level of
trust, morale?

* What types of new jobs, products and people will be
needed to stay competitive?

* What is the timeline? Taking the time to examine this
is crucial to avoid disrupting business operations by
trying to implement a new high-performance cul-
ture too quickly.

It's vital to define and measure the ROI for efforts and
resources needed to build a high-performance culture.
Is the program lowering HR operating costs? Will it
reduce turnover among key personnel and support
recruitment and development by focusing on filling
critical talent needs, including certifications and other
competencies? Here are some starting points to create
good metrics and use them consistently to drive higher
performance:

* Define the expected outcomes. Be specific, and wher-
ever possible quantify the expectations. Drill down
from profitability to define details such as cutting
recruitment costs.

* Define the competencies that will characterize a
high-performance culture. Again, be specific and
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break competencies down in terms of specific types
of employees such as senior management, leaders or
knowledge workers.

* What reporting capabilities will talent leaders need
to measure the performance of individuals, groups
or the entire enterprise: trend analysis, gap analy-
sis, facility and cost management reporting, learning
and performance history, learning documentation?

* What performance metrics are required to satisfy
business objectives and to build employee buy-in for
a fair review process that ties performance to com-
pensation?

At this point in the planning process, talent leaders
will have defined the strategic competencies critical
for the business. Generally defined by position, they
can include everything from domain-specific exper-
tise to leadership and managerial skills required at
different levels of the organization. It's now time
to evaluate which tools can be used to further align
performance management and measurement with
strategic business goals to create a high-performance
culture — technology can help.

Again, creating such a culture, and achieving pro-
ductivity and competitive gains, relies not just on
performance management, but on integrating perfor-
mance management with compensation, learning and
development. So, once talent managers have identified
the organization’'s high-performance competencies
— behaviors, knowledge, skills and best practices
— technology can help focus all talent management
activities on achieving those competencies.

For example, a talent management system should
allow the organization to define competencies for spe-
cific positions, deliver learning content that supports
them, assign a competency based on an employee's
position, and automatically track progress based on
successfully completed learning and a performance
evaluation. A system should make it easy for talent
managers to keep content up-to-date and to make any
course corrections needed to align competencies, job
profiles, compensation or other processes with today's
rapidly changing business needs.

Further, succession planning and total compensation
management functionality that leverages competency
and performance data gives talent and business lead-
ers a powerful tool to ensure the right person with the
right skill set is in the right job.

The steps outlined here present the road map to a
high-performance culture — one that identifies, devel-
ops and rewards existing top performers — and also
helps all employees develop the skills, knowledge and
motivation to attain greater levels of performance.

Jeff Kristick is senior vice president of marketing at Plateau
Systems. He can be reached at editor@talentmgt.com.
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Keeping front-line employees motivated and
engaged is critical to retain customers and en-
courage repeat business, particularly in today's
competitive landscape, but motivation is a highly
individual process. Employees must find the re-
wards offered in an employee recognition program
personally meaningful or their behavior won't
change, and employee engagement won't improve.

For many companies, providing exceptional cus-
tomer service is at the core of the business plan.
When a one-size-fits-all approach is used to inspire
employees, they are taking a risk on achieving true
engagement because meaningful and motivating
experiences are connected to performance. If the
risk fails, business outcomes can suffer.

Further, popular cash-only recognition programs
often fall short in the engagement stakes. When
companies use cash as the reward for incentive
and recognition initiatives, employee programs
can become confused with regular compensation,
which creates a less effective and less flexible re-
ward system.

A 2010 study conducted by Maritz polled 1,000
full-time employees who received some type of
reward or recognition in a program. Overall, the
survey found employees were less likely to share
their success with others — by talking about their
rewards, for instance — if they earned cash. Fur-
ther, two of every five survey participants said
they used cash rewards to pay bills or for other
necessities such as gas and groceries.

Instead of providing a memorable, rewarding ex-
perience for a high-performing employee, cash
can become an add-on to an existing salary. By re-
structuring an internal recognition program to a
noncash reward system, companies can empower
employees and motivate them to perform more ef-
fectively.

Caesars Entertainment Corp., one of the world's
largest gaming companies, embraced this
approach. For nearly a decade, its employee rec-
ognition program had focused on a cash-based
reward system. Over time, employees began to see

Wagering on Employee
Recognition Programs

the cash-only program as more of an entitlement
and less of a reward. The connection to employee
performance — and ultimately customer service
— was fading.

To keep front-line employees engaged and mo-
tivated to provide excellent customer service to
casino and hotel guests, Caesars redesigned its
recognition system and wrapped corporate goals,
property goals and employee desires into one uni-
fied rewards program.

Caesars’ revamped employee recognition program
gives managers the ability to recognize desired be-
haviors that support excellent customer service
at every touch point. In the months following the
April 2009 program kickoff, the company’s cus-
tomer service rankings improved 4.7 percent and
continue to trend upward.

Now, while Caesars’ 70,000 employees work to im-
prove the customer experience, they earn credits
in a variety of ways. Instead of using cash incen-
tives to pay a credit card bill or buy groceries,
employees are using program points to purchase
items with more significance.

Caesars’ vision was to create a new way to con-
nect achievement at work with each individual’s
passions and life pursuits. The approach, which
was folded into the company’s employee recogni-
tion program, has been successful because it hits
on four biological drives that influence behavior
— the drive to acquire stuff and status, the drive
to bond, the drive to create and the drive to de-
fend. This four-drive model, developed by Paul
Lawrence and Nitin Nohria of the Harvard Busi-
ness School, essentially taps into things that make
people tick.

By leveraging this knowledge of what motivates
individuals to perform, organizations can optimize
the effectiveness of their employee recognition
programs. Better yet, they can make an impact on
both people and profits. TM

Paula Godar is brand communication director at Maritz
Motivation. She can be reached at editor@talentmgt.com.
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Stuart Crandell

ne of the hardest — and perhaps most

important — parts of conducting a job

interview for an executive role is deter-

mining who the candidate truly is. How do

talent managers know people being inter-
viewed for a promotion or new position are really who
they say they are?

Resumes and interviews only reveal so much. Further,
they often don't tell the whole story. Can a candidate
actually perform to the extent an executive role re-
quires? Similarly, it is often difficult to determine if an
internal candidate will excel in a different role at the
next level.

While no selection process is foolproof, the process
of selecting executives has evolved to eliminate a
good deal of the uncertainty around a candidate’s
capabilities.

Proper assessment isn't really about honesty — we're
not talking about lying on a resume about past jobs or
college GPA. Honesty refers to whether executives can
truly exhibit the skills necessary for a position, rather
than simply tell the talent leader they can.

The first step in a proper assessment is crafting a strong
interview. In many cases the interviewer's tendency is
to jump into what the candidate can or would do in the
new position. However, to get a true picture, it can help
to look back at what the candidate has accomplished in
previous situations that had similar challenges.

The right interview questions will elicit behavioral
examples from candidates, allowing them to explain
how they've handled similar situations in the past —
what they did, when, with whom and what happened.
For example, to learn how an employee works under
pressure, ask about a project he or she managed under
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Executive for a Day

a tight deadline. Having candidates give specific, con-
crete examples of how they have applied their skills in
the past offers a window into how they would handle
situations with similar challenges and requirements
today. The interviewer should delve deep into a candi-
date’s responses; the more details provided, the better
the assessment of the candidate’s skills.

The interviewer also must cover the outcomes of those
examples. It's easy for candidates to tell a good story
of how they implemented a new initiative, but what if
that project was a colossal failure that cost them their
job? Relayed accomplishments should give the inter-
viewer confidence the candidate can perform well in
the new position.

Many companies are increasingly looking to business
simulations, in addition to interviews, to identify and
hire the right executive. These tailored, intensive, one-
or two-day-long programs place executive candidates
in fictitious, yet highly realistic situations designed to
mimic the key challenges of a potential position. These
simulations go beyond “How would you react?” behav-
ioral questions because the candidates react to actual,
unpredicted events with trained consultants who play
various characters in the organization. In essence, they
are real-time assessments of candidate performance in
highly plausible scenarios.

Typically, a few days before a simulation begins, a
candidate receives a rich case study on the fictional
company and is given a fictitious name and job descrip-
tion of their role to play within the organization, such
as head of a geographic region.

After reviewing all of the fictional company infor-
mation and the issues it faces — Is the company
prospering? Undergoing a merger? Facing cutbacks?



— the candidate reports to work as if it were an actual
daily routine. In reality, the situation is completely
new to the candidate, yet in the role-play scenario, he
or she has an office and co-workers who greet him or
her by name.

The candidate is inundated with typical workplace
challenges: disgruntled employees, harried bosses,
emails and telephone calls. But unlike a real work-
place, the actors playing co-workers are psychologists
who observe the candidate’s reactions to the challenges
they present. Through the candidate’s interactions and
the decisions made, the psychologists determine the
candidate’s leadership qualities and where there is
room for improvement.

Let's take a hypothetical example of a candidate
interviewing for a general manager opening at a
manufacturing company. Her case study included in-
formation on the financial performance of her business
unit, competitors, key strategies and team members.
She also received short briefings for the meetings she
would have with her various co-workers — direct re-
ports, peers and boss — all of whom were played by
psychologist actors. One of the meetings was with a
direct report, designed to test her ability to diagnose
and address her region’s slow adoption of a change ini-
tiative.

During these 30- to 60-minute meetings throughout the
day, her “co-workers” followed particular role scripts
that elicited different leadership challenges. The psy-
chologists were trained to play their roles in certain
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Talent managers can follow these five best prac-
tices to launch a simulation-based assessment
program to drive employee engagement and long-
term retention that employees will more readily
adopt.

Sustaining Simulation-based Assessments

1. Clearly articulate the program’s purpose.
Many organizations preparing for significant
growth will use simulation-based assessments
to ensure leaders are ready to effectively manage
a host of potential new challenges. Companies
also employ assessments as part of planning for
strategic initiatives that require different skill
sets, using the results to help them identify gaps
and build development plans to address those
gaps. Whatever the purpose, ensure employees
understand the broad organizational goal be-
hind the program and its timing.

. Outline the benefits for participants. High-
light how the assessment will help leaders gain
greater insights into their strengths and devel-
opment needs so employees can become more
effective in their current roles and better pre-
pared for the next level or for new challenges.
Position the program as an opportunity for par-
ticipants to preview future leadership challenges
in a simulated environment and receive person-
alized, objective feedback from expert coaches
on how to handle challenges more effectively.

. Explain the selection process. Be open about
how the organization will choose participants.
Because of the time and costs associated with
assessments, companies typically limit partici-
pation to high-potential leaders and leaders in
pivotal roles. Proactively communicating se-
lection criteria will not only prevent potential
negative perceptions about participating, it also
will demonstrate the organization's commit-
ment to investing in participants’ professional
development to help prepare them for future
leadership roles. If the selection process involves
formal nominations, be sure to tell participants
who nominated them for the opportunity.

. Share general information about the as-
sessment process in advance. Because
simulation-based assessments will be a new
experience for many participants, give them
background information on what will happen
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to demystify the process. For example, provide
a general schedule for the assessment, details
on how the simulations will work, tips on how
participants should prepare, and an overview of
the feedback and reports they will receive upon
completion.

Be sure to reinforce the following:

* There will be no secrets or surprises in the simu-
lations, which are based on real-life situations
and are not intended to trick participants into
taking specific actions.

* Participants should handle each simulated situa-
tion as they would if they actually worked for the
fictitious company; they should be themselves
and avoid second-guessing their decisions.

* Participants should be open to feedback, ask
questions and take detailed notes to make the
most of the experience.

* Because simulations place participants in
situations that reflect a role they have not yet
achieved, it is expected and appropriate for the
results to identify some development needs.

5. Be upfront about how the organization will
use assessment results. Companies often use
assessment results to create more rigorous,
fact-based talent reviews and succession man-
agement processes. For example, results typically
guide future development and deployment deci-
sions, such as which types of assignments and
learning opportunities are best suited for a spe-
cific individual, or which leaders have the right
mix of skills to support a new initiative or move
to the next level.

Be sure to tell participants who will review
their results — their manager, a human re-
sources business partner, an executive sponsor
and themselves. Finally, remember to explain
the assessment is simply step one in a long-term
development process. The next step is often a
formal development planning meeting in which
participants collaborate with their managers to
create a personal development road map based on
insights from this experience. TM




ways depending on how the candidate responded. The
carefully scripted conversations allowed the candidate
to illustrate the leadership qualities she would need for
the position.

During the course of the meetings the candidate was
able to repeatedly show a knack for seamlessly inte-
grating information from others and incorporating it
into a strategic context. In particular, she asked ques-
tions and probed for more information — behaviors
the psychologists deemed highly valuable for this par-
ticular position.

Let's look at another hypothetical example. This time
the candidate was interviewing for the role of chief
communications officer in an international Fortune
500 company. His workplace simulation is all about
damage control. The company is in crisis mode; it just
released its quarterly financial report, and sales have
taken a sudden and unexpected drop. The stock price is
falling, shareholders are upset and journalists and ana-
lysts want interviews to understand how the company
will turn its performance around. The psychologists
portraying his stressed-out co-workers are right there
to watch his every reaction.

In this instance the candidate scored high marks for
his ability to remain calm and collected throughout the
chaos. In the midst of a flurry of phone calls and meet-
ing requests, he established a response team, identified
subject experts and concisely delegated tasks to them.

While he succeeded in these important areas, his report
card had a few blemishes. The psychologists noted he
lacked mediation skills due to his lack of patience when
dealing with employee infighting. The actors posing as
international journalists also noted he seemed to hurry
through interviews.

After a simulation, candidates can take a step back
and review their performance with the psycholo-
gists. These two candidates could identify both their
strengths and development needs and work to improve
them in the future.

For a variety of reasons, some people fare better during
the interview process than others. However, the candi-
date who performs best in a traditional interview may
not necessarily be best suited for a particular position.

Interviews are part, but not all, of the answer. Even if a
candidate hits all the bases and says all the right things,
it can be difficult to extrapolate how he or she will per-
form in a future role based on performance in previous
roles. That's one reason many companies have come
to rely on business simulations to assess high-potential
candidates and executives and to determine the leader-
ship behaviors and skills they may or may not possess.
Simulations also work in conjunction with interviews
and personality tests to provide a holistic appraisal
that goes beyond question-and-answer sessions.

PDI Ninth House conducted research with more than
1,300 participants and nine companies and assessment

ratings correlated .45 with future job performance,
well above other methodologies. Essentially, this means
if talent managers select candidates scoring in the top
quartile on the assessment, they are four times more
likely to hire a top performer than a bottom performer.
Given the importance of the roles for which these as-
sessments are typically used, this often translates to
performance improvements of 20 percent or more and
ROIs of more than 100 percent.

Further, when selecting the next executive for a criti-
cal high-impact role, it is important to put together all
of the puzzle pieces to see the bigger picture. Simpler
leadership tests, such as multiple-choice personality
assessments, lack the depth of simulations and judge
leadership style rather than leadership competencies.
They are also significantly less rigorous and standard-
ized, and comparing one candidate to another can be
inaccurate. Business simulations have trained psy-
chologists as observers and clear evaluation criteria
and provide apples to apples comparisons because psy-
chologists can aggregate performance information into
an applicable, easy-to-use talent grid.

Workplace simulations also allow companies to turn
an evaluative process into a high-touch development
experience. When the simulation is complete, the can-
didate can review performance one-on-one with the
psychologists to learn what the core competencies are
and what areas need improvement; they gain same-
day results with lasting impact. Also, the assessments
can be used as the basis for long-term development if
the candidate is hired.

This developmental aspect is especially beneficial for
internal candidates being considered for promotion, as
it helps them develop the skills they need to reach the
next level. Basically, simulations give companies the
ability to “test drive” a potential leader.

While the cost and time of such an intensive process
make simulations prohibitive for every new hire or
promotion, the ability to intensively assess candidates
for pivotal roles that have significant impact on busi-
ness performance makes some simulations well worth
the price.

Pick the right candidate, and operations run smoothly.
Pick the wrong candidate, and an organization could
lose millions of dollars overnight.

Behaviorally based workplace simulations provide an
element of science to a process that is otherwise based
on speculation and assumption. At the end of the day,
interviewers want to know if a potential internal or
external candidate can exhibit the skills, right now, in
situations that reflect the challenges of a position. As-
sessments that use real-world simulations can provide
the depth of information talent leaders need to make
high-stakes hiring decisions.

Stuart Crandell is senior vice president for PDI Ninth House.
He can be reached at editor@talentmgt.com.
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How Indian Firms Beat
the World for Talent

Marc Effron
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Indian organizations
are rapidly outpacing
their Western

and European
competitors, and
talent management
strategy is a key part
of the reason why.



near-decade of rapid economic growth

has transformed India from a source

of low-cost labor into a global busi-

ness force. As Indian firms such as Tata

Group and ArcelorMittal purchase their
rivals worldwide, others such as Mahindra & Mahin-
dra create low-cost, high-quality products that directly
challenge their Western competitors.

The talent needs of these fast-growing firms are fed by
well-educated, entrepreneurial MBAs from India’s in-
stitutes of management. In high demand, they average
four job offers each at graduation, but many dream of
starting the next great Indian company that furthers
the country’s remarkable ascent.

Underlying these trends is a unique business and cul-
tural commitment to great leadership that has created
a meaningful competitive advantage. Top Indian talent
leaders paint a picture of a country ready to use talent
management as a blunt object against its competitors.

The Talent Challenges

India’s rapid growth occurred despite significant tal-
ent challenges. According to N.S. Rajan, an Ernst and
Young partner and Europe, Middle East, India and Af-
rica leader for people and organization, “Despite there
being a labor surplus, there is a talent deficit. In re-
sponse, the last decade has seen organizations in India
embracing more formal talent management practices.”

“While Indians possess strong intellect, we haven't
historically focused on developing leadership skills as
much as some Western countries,” said PV. Ramana
Murthy, senior vice president HR, India and Bangla-
desh for Hindustan Coca-Cola. “That's now changing
very quickly.”

Gender diversity also represents a talent barrier. Tra-
ditionally, the Indian woman's role is as the primary
caregiver, and there is some lingering discrimination
limiting the number of women in the workforce. This
has inspired creative new solutions to recruit and re-
tain female managers. Google's Indian offices keep
a taxi on call to allow women to get home easily in
case of family emergencies. Pharmaceutical company
Boehringer Ingelheim allows young female employees
to bring their mothers along on business trips to avoid

the cultural disapproval young women sometimes face
when traveling alone.

Fundamental talent management activities such as
recruiting and retaining employees present another
significant challenge given rapid company growth rates
and rising compensation levels. IT consulting firms
such as Tata Group and Infosys plan to add 50,000
and 40,000 employees respectively in 2011 in a coun-
try already short on talent. As if that wasn't enough
of a challenge, according to a March Aon/Hewitt study
compensation increases will average 13 percent with
an average 19 percent attrition rate in 2011.

In any other country these combined challenges easily
could derail economic growth. But India isn't any other
country. Its unique culture, history and spirit provide
it with the resources to not only weather these chal-
lenges but to thrive despite them.

Have Challenge, Find Solution

Indian firms are responding to talent challenges in
ways that not only bring them even with, but also
accelerate them past, their global competitors. Their
starting point is often around achieving parity through
best-practice approaches used by other multinationals.

According to Coca-Cola’s Murthy, Indian firms are fo-
cusing their attention on:

1. Better differentiation of performance and po-
tential: Firms are establishing talent review and
performance management processes that clearly
differentiate levels of performance and potential to
advance.

2. Sharper focus on A players in A positions: There
is a concerted effort to ensure the most capable tal-
ent is aligned with the most critical positions — a
strategy enabled by differentiation activity.

3. Improved diversity management: With a dearth
of female leaders and Generation Y becoming a
large percentage of the workforce, companies such
as Google and Boehringer Ingelheim are engaging in
creative tactics such as those cited earlier.

These efforts help Indian firms respond to rapid
growth, but a fundamentally different set of factors
is putting distance between them and their global

talent management magazine  www:talentmgt.com

1102 aunpg

w
~



Randall P White

Indian executives have come of age in a highly
competitive environment — from birth to their often-
transcendent white-collar careers. They appreciate,
clamor for and value learning as the means to rise
above their station. With a population of more than
a billion, the world's largest democracy comes with a
vast disparity between wealth and poverty in which
education can be a lifesaver and, even more, a differen-
tiator in the world marketplace.

It can be refreshing and rewarding to experience em-
ployees’ quest to learn, to see how knowledge and skill
can trump personality. Despite historical roots, strati-
fication continues to exist in Indian society, yet in the
corporate workplace of modern India it is more what
an employee knows that defines who that individual
is rather than where he or she comes from. This egali-
tarianism increases the likelihood that qualified people
will make it to the most important positions within an
organization.

In another senseg, it's a little daunting. Indian learners,
similarly to Chinese executives, demonstrate a keen
demand for what Westerners know. That's always
flattering, but Westerners would be foolish to ignore
that the goal is to learn how it has been done and then
blow on by, asking new and different forward-thinking
questions that will provide a competitive advantage.

Ultimately, there is much the West can learn from this.
However, the biggest challenge is that the Indian quest
for knowledge comes from generations of respect for
education — a respect that appears to be eroding in
the U.S. at the most basic level. According to the OECD
Programme for International Student Assessment’s
2010 report, the U.S. has fallen to average in education
rankings.

U.S. businesses are in danger of losing in the global
arena if we don't embrace learning as the critical ele-
ment of society. We must change our organizational
cultures and learn from examples set by India and
other emerging markets.

For example, when giving feedback in Western orga-
nizations, talent and learning leaders often feel more
like prognosticators than instructors. Students sit, sip
coffee and wait to receive “do less/do more” directions.
Meanwhile, in India instructors are more likely to get
a barrage of tough questions from voracious learners
that can take up hours of a feedback session. Then, the
learner will want to hear what the instructor has to say.
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India: The Roots of a Modern Meritocracy?

Indian students understand they have to prepare to
compete for coveted jobs and salaries. On the other
hand, Western students often seem more intent on
adjustments rather than growth and improvement.
Certainly, adjustments in behavior are positive out-
comes of feedback. But when soon-to-be-half of the
executive world is continually boning up, Western ex-
ecutives would be wise to buckle down.

In India all of this respect for education has created a
sense of humility, even among C-levels, that contrasts
with the Western culture of personality. Still, India
is not the be-all, end-all model for 21st century busi-
ness. It has its own cults of personality, manifest in
impressive helpings of public and private sector cor-
ruption and hubris. In February a telecom licensing
scandal reached the highest levels of the government,
and Mukesh Ambani, one of India’s richest men, lives
in a 27-story glass-and-steel home towering above
Mumbai.

Perhaps what the West can learn in an immediate,
practical way, is:

* People who live in emerging economies see learn-
ing — and learning fast — as a primary competitive
advantage.

* Knowledge-based reward and advancement may im-
prove the work environment by diminishing the cult
of personality.

* A corporation that believes in learning can become a
true meritocracy.

* The West needs to re-evaluate and invest in educa-
tion at every level long before graduates arrive at the
corporation.

* For the near term, U.S. corporations need to take on
a retraining role, taking on people who came of age
in an era of educational mediocrity. In the long term,
corporations will need to help any number of stake-
holders revamp the U.S. educational system.

As the U.S. continues to tighten regulations on H1B
visas for foreign workers, we may lose the option to
import competitively educated talent. T™

Randall P White is a partner in Executive Development
Group and on the faculties of Duke Corporate Education and
HEC School of Management. He regularly teaches in India,
China, Pacific Asia, the Middle East and Western Europe. He
can be reached at editor@talentmgt.com.



peers. Their secret advantage comes from unique so- velopment and compensation — are easier to come

cial and cultural factors that allow Indian companies by at many Indian firms. “Because of their success,

to build better talent faster than their Western rivals. Indian companies can offer large wealth creation op-

Of these six factors, five offer a tremendous advantage portunities through stock options or shares. Western

in building talent, while the sixth may create an insur- firms aren't listed on the Sensex (the Indian stock ex-

mountable barrier. The five advantages include: change) so can't offer similar benefits,” Murthy said.

1. A legacy of HR influence: India’s socialist past cre- Growing firms also provide significantly more devel-
ated both large public-sector undertakings such as opment opportunities, especially prized international
the Indian Oil Corporation and family-owned enter-  postings. “Indian leaders are highly mobile and want
prises such as Tata Group, Reliance and Birla Group to travel the world,” Murthy said.

that invested heavily to develop human resources.
According to Ernst & Young's Rajan, “Indian firms
have shown a higher propensity to invest at the high
end of the HR value chain as compared to multina-
tionals. For many years public sector undertakings
have invested in leadership capability development
and their head of HR has historically been a member
of the board. Family-owned enterprises have made In 1991, India eliminated the license raj — the bureau-
similar investments and recently transformed HR S0 cratic licensing of industry that restricted Indian firms’
it can more effectively support talent building.” ability to compete on the international business stage.

2. Awell-trained and closely-knit talent fraternity: ~ The ensuing 20 years have seen firms such as Wipro,
India’s graduate education system produces top HR  Infosys and Reliance become strong global competitors
leaders from its institutes of management. The XLRI ~ Or become leaders in their industry like Arcelor Mittal,
School of Business and Human Resources, estab- Taj Hotels and Larsen & Toubro.
lished in the 1950s_, is a top 5 Indian business school  1ndians take pride in this ascendance and see sus-
whose graduates include HR leaders for Procter &  tained corporate leadership as inextricably linked with
Gamble India, Hindustan Lever, Hindustan Coca-  gystained national success. This belief is reflected in
Cola, Bharti Airtel and Wipro. communications from Indian executives. For example,
These top Indian talent leaders often form strong in-  in 2002, Dhirubhai Ambani, founder of the Indian con-
terpersonal networks with talent peers outside their ~glomerate Reliance, is quoted in the Times of India
companies. Compared to talent leaders in the U.S., saying, “Our dreams have to be bigger. Our ambitions
Indian senior talent leaders seem to have deeper higher. Our commitment deeper. And, our efforts
relationships with, and are in more regular contact greater. This is my dream for Reliance and for India.”
with, their external talent peers. This increased in-
teraction enables them to more easily share best
practices and India-specific market information.

These five factors create a high but not impossible bar-
rier for non-Indian companies looking to compete. The
true challenge is created by the sixth factor — Indian
leaders’ nationalist passion for success.

The sentiment doesn't appear to have changed sig-
nificantly since that time. It's challenging enough to
compete against commercially motivated competitors.
3. Strong individual commitment to talent develop- How can the rest of the world compete against firms
ment: It's not unusual for Indian corporations to hold that see their success as a patriotic imperative?
internal leadership development courses on Saturdays.
These meetings aren’t held on the weekend to accom-
modate the schedule of the CEO or a visiting professor.
The companies simply have a five and a half or six-day
work week. Ask the typical American or European
executive to give up a Saturday for a leadership devel-
opment course and eyes likely will roll. Indian leaders,
on the other hand, are less likely to complain about be- Results from a January Aon/Hewitt survey of
ing away from home or not having work/life balance. 14,000-plus job seekers across Asia also reflect this
nationalistic pride. In the survey, Indian workers ex-
pressed a preference to work for an Indian company
while other Asian workers preferred primarily Ameri-
can and British companies.

The consequences of this nationalism are also visible in
the number of nonresident Indians leaving the U.S. to
return and work for Indian companies. Already these
numbers are a steady flow of 10,000 to 20,000 profes-
sionals each year, and projections suggest 100,000 or
more will return over the next five years.

4. A unique understanding of India: Indian firms
have the obvious advantage of understanding how
to manage talent in an Indian context. Coca-Cola’s
Murthy offered a simple but telling example. “Indian
firms are very adept at managing the slightly more In just 20 years Indian firms have leveled the playing
emotional nature of Indian leaders. While Indian field with their Western competitors. What Indian firms
firms have flexibility to support employees’ feelings  are doing in talent management should raise a few eye-
and emotions, multinationals are often bound by brows. How they're doing it could shift the world's

rules and regulations that prevent the type of empa-  economic balance even further in their direction.
thy and coaching that can support success.”

5. The ability to deYeIOP and pay: Two key factors  \farc Effron is president of The Talent Strategy Group. He can
to engage and retain great talent — professional de-  be reached at editor@talentmgt.com.
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Building an
Ownership Culture

Mike Prokopeak

ompanies whose managers have more own-

ership of talent management processes are

more effective. And talent managers who

focus on acting as stewards rather than

owners of their people processes can reap
the benefits.

In April, advisory and consulting firm The Hackett
Group released an analysis of 200 companies for its
annual HR Book of Numbers. The data from top per-
forming companies showed that HR partners with
business line managers on change management,
organizational effectiveness and cultural alignment ac-
tivities 69 percent of the time, compared to 32 percent
at their lower-performing peers.

In performance management, that rate is even higher.
At high-performing companies, HR partners with line
managers 73 percent of the time versus 38 percent at
other companies.

That partnership, and the greater ownership of key
talent management processes such as employee devel-
opment and performance management that goes with
it, benefits the business and the individual employee,
said Brian Hults, vice president of global organization
and people development at Newell Rubbermaid.

“There's a hard benefit in terms of ensuring alignment
of the organization's objectives, [ensuring] resources
[are] allocated properly and that type of thing, and then
there’s a soft benefit in terms of substantially improv-
ing employee engagement in the organization,” Hults
said.

In principle, having line managers take greater own-
ership of talent management makes sense to boost
individual and organizational performance. In practice,
it is necessary to deliver results in a time of tightened
HR budgets and lean talent management departments.

m talent management magazine www.talentmgt.com

“The truth is there just aren't enough of us in the or-
ganization to effectively manage performance and
development of all these people,” Hults said. “In our
organization our ratio of HR professionals to operating
managers is over 100 to 1. No HR person can manage
performance and development for a hundred people.
The operating manager has to do that.”

Having line managers step up also ensures that man-
agers don't abdicate their responsibility for people
management to an often-distant HR organization and
are therefore more effectively leading business opera-
tions.

At Newell Rubbermaid, a $5.8 billion producer of
consumer and commercial products including brands
such as Rubbermaid, Sharpie, Levolor, Paper Mate and
Goody with more than 22,000 employees, Hults and
the central talent management team work with HR
generalists embedded within the company’s three core
product groups to implement processes.

“Our human resource philosophy or approach to these
things is we develop them centrally, then decentral-
ize them to the extreme,” Hults said. “The generalists
take the lead role in educating our operating partners
on execution, and they're executed via the operating
partners.”

For this approach to be successful business unit leaders
need to take ownership of management processes for
their employees.

“That means everything from managing their perfor-
mance, managing their development, helping them
with their career aspirations — all of that stuff put
together is critical in terms of engaging people and de-
veloping them to their fullest potential so they can be
successful in their current roles and in their future,”
Hults said.
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The level of ownership can vary depending on the capa-  processes are often ignored in the hectic pace of day-to-
bilities and proclivities of any leader. To counteract this day management.

variance, Hults said the most effective HR generalists
at Newell Rubbermaid embed performance manage-
ment and development into the “operating
rhythms” of a business. In one business unit,

the HR generalist meets monthly with the

division president and senior staff to review Management ownershi Of
employee performance and development. g X P
key talent processes is a

Regular meetings are a reminder and useful quality
check on talent management. They give HR managers

“It's reinforcing the message that the onus is

on them to execute the processes she's help- necessity in a time of tightened
mg €m learn and manage and also quality

checking to be sure they're being executed ef- HR budgetS and lean talent
fectively,” he said. management departments.

Hults said successful execution of the basics,
such as reviewing objectives, evaluating em-
ployee reviews and preparing leaders for
objective-setting and performance management meet-
ings is about 90 percent of what's needed, but those

the opportunity to offer critical feedback and advice,
such as ensuring employee performance objectives and
required behaviors are clearly set and defined.
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Effective business ownership of talent management is
more than just regular meetings and reminders, how-
ever. Busy operating managers focused on growth and
revenue need help to manage their people in the form
of easily executable processes and procedures.

“One of the things my department does ... is we give
people really streamlined tools [and] templates,” Hults
said. “We do a tremendous amount of training around
all these processes — the idea being to enable our oper-
ating partners to execute these processes in as efficient
and effective a manner as possible.”

That means stripping out clutter, removing compli-
cated issues such as compensation from succession
planning and focusing on key roles, such as identifying
the strengths and weaknesses of incumbents, deter-
mining successors and what needs to be done to get
them ready.

“That has tremendous face validity for our operating
partners because they can directly see how this process

helps them in terms of filling their key roles over time
as they come open with quality candidates,” Hults said.

Boston-based IT storage company EMC takes it a step
further. Employee learning and development is struc-
tured as a partnership between development experts
and business leaders.

“They view us as a trusted adviser, and they view the
education function at EMC as theirs,” said Tom Clancy,
vice president of education services and productivity
for the company. “We're not some training organization
that's over in the corner taking orders. We are fully en-
gaged, fully immersed into the business.”

EMC ensures alignment by having business leaders like
Clancy, a veteran of the company's sales department,
run employee development. This approach creates a
two-way partnership where learning and development
experts teach business leaders to effectively manage
employee development and business people keep de-
velopment focused on the organization's needs.

“The business people taught the learning people how to be
better aligned and how to meet audience requirements,”
Clancy said. “It was really a teamwork approach.”

That close alignment of employee learning and devel-
opment ensures talent management produces results
and raises its profile within the organization.
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“We've built it in such a way that it's really their edu-
cation organization,” Clancy said. “They're making the
investments, and they expect to have a huge ROI on
education.”

In addition to better alignment with corporate ohjec-
tives, business manager ownership of critical talent
management processes brings additional benefits, such
as more effective performance management.

“When you think about performance management in
its purest sense, it's really an organization develop-
ment activity to ensure that resources and people are
effectively aligned to the strategic plan of the business,”
Hults said. “By having your operating leaders own the
cascading of objectives through the organization, you
optimize that alignment.”

Business managers have a far deeper understand-

ing of each employee's performance relative to
objectives than an HR person who is not
engaged directly in the work. That closer
connection results in better feedback.

“It's really a problem-solving system and a
performance improvement system so the
operating managers and the employees
can talk about, ‘What are my objectives,
what am I doing today, how's it going, and
how can we as a team, the leader and the
associate, be more effective in the execu-
tion of these objectives,”” Hults said.

Greater manager ownership also enhances
the organization's ability to respond to
rapid change.

“The only way you can do that is to have strong align-
ment with the business,” Clancy said. “We knew that
right from the start, so we made sure we put the right
people in place that were interfacing with the business
units so we could truly understand what their require-
ments are.”

At EMC, that alignment and focus resulted in higher
customer service scores. EMC's education organization
ranks at the top of customer ratings for loyalty and im-
pacts the company’s Net Promoter Score, a measure of
how likely customers are to recommend EMC to others.
According to Clancy, customers who receive training
from EMC are seven times more likely to recommend the
company than those who don't use its education services.

While talent managers should work to build ownership
of strategic HR processes among business managers,
that doesn't mean they forfeit responsibility. There's
still a pivotal role to be played.

Assessment and evaluation in particular require the
kind of special expertise only experienced talent man-
agers can provide. “It's one of the more difficult and
technically complex areas of human resources and one
where some gaps are pretty evident,” Hults said.

While the gaps are relatively easy to work through, it's
important to have expertise to determine the develop-



Decentralized Succession

Planning at Newell Rubbermaid

Mike Prokopeak

In most organizations, succession planning is
owned by the senior executive team, but a cen-
tral HR department has primary responsibility
for the data — the list of high potentials and suc-
cessors along with their performance data and
development plans.

When a role opens up, the HR department will
dust off the list of successors and give it to ex-
ecutives to review and select a candidate.

“That’s really not efficient,” said Brian Hults,
vice president of global organization and people
development at Newell Rubbermaid.

With 13 business units, featuring such brands as
Sharpie, Calphalon, Lenox, Paper Mate and Rub-
bermaid, rolled up into three business groups,
Newell Rubbermaid is a global business with a
decentralized structure. Centralized succession
planning simply doesn’t make sense.

“Basically we've got four people who run HR for
a vast majority of our organization — a corpo-
rate HR head and three group HR heads,” Hults
said. “The group HR heads are responsible for
business units of about $2 billion each, and each
one of them has got in the neighborhood of 6,500
employees in their area of responsibility. If I

can't entrust this data to those people, that's a
significant problem.”

Newell Rubbermaid decentralizes succession
planning to make it more efficient and respon-
sive to each business unit’s needs. That requires
simplifying some of the complicated succession
processes and providing business unit leaders
with a clear, actionable plan. Having a reason-
able, readable succession file makes replacing a
key role easier and faster.

“When one of the key roles comes open in the
area of their responsibility, they literally have
the file ... they go to the candidate list, and they
know who the internal people are who have
been vetted by our leadership team to be a can-
didate for that role,” Hults said.

The results have been significant. Hults said the
internal fill rate for open executive positions
was in the 20 to 30 percent range five years ago.
In 2010, that rate was 89 percent for vice presi-
dent and above.

“The proof is in the pudding,” Hults said. “This is
a much more efficient way of filling the key roles
than something a bit more traditional.” TM

ment required to turn a person into a general manager
or group president, for example.

“That’s one area where in certain situations you may
want to bring in experts within the organization or
outside the organization to help the operating leaders,”
Hults said.

In addition to providing clear benefits for employee

engagement and organizational and individual per-

formance, greater business ownership of talent
management processes positions HR as a talent con-
sultant that can help business leaders focus on critical
imperatives.

“The big criticism of HR — and in a lot of instances
it's warranted — [is] it's HR for HR's sake,” Hults

said. “We're more concerned with the functioning of
our internal processes and policies to serve our own
needs versus putting in place processes and systems
and then working to support the success of our oper-
ating leaders.”

Decentralizing processes and building ownership
among managers raises a talent manager's profile and
casts him or her in a new, positive light with business
managers.

“They can see the HR person as a supporter of them
in terms of the effective execution of those processes,
supporting their personal success and the success of
their operating unit,” Hults said. “That’s a powerful
combination.” T™
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Holding company Marsh & McClennan Cos. has
roughly 50,000 employees globally and is composed
of four different operating organizations: Marsh, an
insurance broker, Guy Carpenter, a risk reinsurance
specialist, Mercer, an HR consulting firm, and Oliver
Wyman, a management consulting firm.

As vice president and global head of talent manage-
ment, Arturo Poire runs talent strategy for the entire
enterprise. He said the systemic use of development
and performance management practices, workforce
analytics and a new focus on social media tools are
helping to create coherence between the companies
and expand communication between all of its leaders.

Describe your company’s approach to tal-
ent management.

We are basically four companies

in one, and our strategy has to
account for that. There is a good level of decentraliza-
tion that goes on, so each operating company has its
own model when it comes to talent management. At
the same time we have a large umbrella because we
are an intellectual capital company, so there are certain
processes and programs that run across the company.

Our company focuses on performance management
and talent to a very big extent. We have a very strong
performance management process that cuts across all
the different operating companies. We make sure that
we have consistency in terms of language, we share
the same systems and platforms for that process, and
in the past few years we've been working very hard on
talent reviews, succession management and leadership
development. We have meetings with the enterprise
CEO once a year to review the top talent across the
organization. We also have meetings with top func-
tional leaders, CFO, head of HR, head of legal, head of
technology, to look at the functional talent across all
of the operating companies. That's what I'm building
now, programs that cut across the enterprise in terms
of leadership development and managerial skills with
a common language and approach for talent manage-
ment. Much of what I do is leverage what we have
internally, learn from each other’s best practices and
try to reuse things that have been developed in other
companies. You have measurement processes — per-
formance management, talent review — then you
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HE SUM OF MANY

ALENTED PARTS

apply the action — leadership development and learn-
ing strategy.

How are those different performance mea-
sures linked to strategic objectives?

We have a common set of compe-

tencies, which have been designed
with the strategic objectives in mind. What we're build-
ing heavily now is workforce analytics, the tools and
instruments to measure the impact of all the actions we
are taking, the evolution of our workforce effectiveness
and efficiency, and we're trying to create consistencies
in how data is produced, analyzed, and how we gather
information through different processes such as our
colleague survey, internal labor market analysis or our
talent reviews. We try to analyze and combine all of
those to make sure we link the behaviors we ask our
colleagues to exhibit to the actual results.

If you take a 10-year cut of our history, you'll see this
is a company that was extremely successful. [We went]
through a period of crisis around 2004 with some regu-
latory problems and then into a little bit of a tailspin. If
you look at the past three years, which coincides with
the tenure of Brian Duperreault, our CEO, you see a
steady improvement in every single measure, and that
coincides with a strong focus on our main asset, our
human capital. When you put our financial perfor-
mance side by side with the investments we've made
in talent management strategy, you'll see those two
lines coincide.

What other challenges impact talent at
Marsh & McClennan?

Our structure is a big challenge —

that we are four different compa-
nies — and that's a very important part of our culture.
I am driving for coherence, for common language, but I
have to be careful to respect the individual businesses’
strategic objectives and the company landscape that
they face. I have to allow them to do what they have to
do to achieve goals. Of course, the fact that we're a global
company with more than 100 countries also creates its
own dynamic. Probably for the first time in history you
have the emerging markets being very healthy, grow-
ing very fast, enjoying the benefits of progress, and then
you see the more developed world struggling with finan-



“The economic slowdown in the

world has made it more challenging
for companies to reward colleagues
the way they want.”

— Arturo Poire, vice president and global head of talent
management, Marsh & McClennan Cos.

cial problems. How you structure your colleague-value
proposition, how you design your compensation strategy
needs to adjust for that new world.

The other challenge we're facing that I see as one of the
hot topics is engagement. We're putting a lot of effort,
focus and money there. We've started doing colleague
surveys on a more regular basis. When the other com-
panies are at the top and then go through a crisis, it
impacts the morale of your colleagues. Making them
feel that they belong to something bigger, something

positive, it's worth making sacrifices. The benefits will
come, but it's tough. What's happening now for many
companies, ours included, is the economic slowdown
in the world has made it more challenging for compa-
nies to reward colleagues the way they want. Typically
you end up asking your colleagues to do a lot more with
less. I'm spending a lot of my time trying to [figure out],
what is it you can do to motivate your colleagues in the

INSIGHT continued on page 51
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WANT PERFORMANCE?

PAY FOR T

Most leaders want pay for performance for themselves
and their organizations. However, most organizations
actually have poorly executed, generic pay programs.

Pay for performance can be an elusive goal, but orga-
nizations can make it work, even in years when little
discretionary money is available. Many organizations
report that pay for performance leads to increased goal
alignment and employee effort and boosts their ability
to attract and retain top performers.

To understand how some organizations make pay for
performance work when others cannot, Sibson Con-
sulting launched the “Real Pay-for-Performance Study,”
which looked at the pay for performance practices and
results in 140 for-profit (74 percent of respondents)
and not-for-profit (26 percent of respondents) organi-
zations in summer 2010.

Data revealed that top organizations use more pay for
performance vehicles than other organizations. For
instance, they recognize top performance with spot
bonuses, equity awards, other long-term incentives
and profit sharing in addition to traditional pay vehi-
cles of base pay increases and short-term incentives.
By shifting their compensation dollars toward high
performers, these organizations significantly improve
the return on their compensation investments.

The study also found that best-results organizations pro-
vide relatively higher increases to high performers than

FIGURE 1: BASE SALARY INCREASES FOR
HIGH PERFORMERS COMPARED TO
AVERAGE PERFORMERS

5%

M None (equal
salary increases)

M 1 to 2 percent
higher

B 3 percent or
more higher

B Do not know

Source: Sibson Consulting’s Real Pay-for-Performance Study, 2010
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do other organizations. Further, these organizations
understand that top performers are most engaged and
motivated to perform when operating in an organization
that exhibits an effective pay for performance culture.
Best-results organizations are also more effective at
aligning goals by cascading budgets and key priorities
through unit and department heads. They apply calibra-
tion techniques to ensure only true high performers are
rated and rewarded as such, and use multiple metrics to
track the effectiveness of their culture.

The pay for performance study looks at high-performer
pay differentiation for merit increases and annual in-
centive pay. More than 25 percent of organizations
reported 2010 high performers’ salary increases that
are 3 percent or more higher than average performers.
More than half of respondents gave high performers
salary increases that are only 1 to 2 percent higher than
average performers, and 12 percent of organizations
gave the same base salary increase to high performers
and average performers. (Figure 1)

For annual incentives, slightly more than 25 percent of
respondents do not know how much greater payouts
are for high performers compared to average perform-
ers. Further, 17 percent of organizations do not provide
any differentiation in short-term incentive payouts for

FIGURE 2: SHORT-TERM INCENTIVES FOR
HIGH PERFORMERS COMPARED TO
AVERAGE PERFORMERS

M None (equal
short-term
incentives)

M 1.5 times
M 2 times
M 3 times

B More than 3 times

B Do not know

Source: Sibson Consulting's Real Pay-for-Performance Study, 2010



high performers. (Figure 2) Why? The following state-
ments are common reasons for not differentiating pay
for performance:

“All of my people are top performers or they wouldn't
be here,” and “The company met its plan, so everyone
should get a bonus at or above target.”

However, not differentiating pay by individual perfor-
mance can reinforce an entitlement culture unless the
organization also offers a strong group incentive pro-
gram such as goal-sharing.

High-performing organizations give top performers
larger increases, and they encourage pay differentia-
tion by giving managers access to cross-organization
rating and compensation data. These organizations
teach their managers that if everyone receives a high
performance rating, there will be less money for those
who truly are top performers.

While not tested in the study, P4P practices can dis-
rupt employees’ entitlement mind-set and awaken
them to the reality that, “I'm not going to get in-
creases or bonuses by just coming to work. I've got to
perform better.”

Further, high-performing organizations have a better
understanding of how much differentiation they achieve.
Management uses compensation scorecards to compare
pay recommendations before they approve them. In this
way, they see if any managers or departments are de-
viating from the guidelines, and they can examine any
outlier recommendations or groups, and create positive
norms about how to pay for performance.

The study found that slightly more than one-third of
organizations perceive their performance manage-
ment programs as effective and a similar percentage
think their company culture supports pay for perfor-
mance (Figure 3).

The study asked respondents who indicated their pay
for performance culture is effective which factors con-

FIGURE 3: EFFECTIVENESS OF
PERFORMANCE MANAGEMENT AND
P4P CULTURE

Performance management program

35% 50% 13%

Pay for performance culture

37% 42% 21%

W Effective* M Somewhat effective M Ineffective**

* This includes ratings of “very effective” (a relatively small percentage) and “effective.”
** This includes ratings of “ineffective” and “very ineffective” (a relatively small percentage).

Source: Sibson Consulting’s Real Pay-for-Performance Study, 2010

tributed most to that state. Eighty-six percent chose
leadership support, 74 percent gave credit to processes
for differentiating performance, and 68 percent refer-
enced processes for delivering pay to high performers.

The study also asked respondents who indicated their
pay for performance culture is ineffective which of
three factors contributed to that state. Seventy-four
percent said limited compensation budget, 70 percent
said leaders’ and managers’ inability to deliver feed-
back and 33 percent referenced a lack of leadership
support.

Organizations can overcome a limited compensation
budget through program design. One particularly ef-
fective program design method is to set aside a portion
of the merit or annual incentive pools for high per-
formers only. The remainder of the pools are then
allocated according to an established formula. For in-
stance, by carving 0.5 percent out of a 3 percent merit
increase pool, a company could give the 25 percent of
the employees identified as high performers an average
4.5 percent increase while the remaining 75 percent re-
ceived an average increase of 2.5 percent.

Study participants said managerial struggles with
feedback delivery can be overcome by teaching man-
agers the key components of performance feedback
conversations and how to structure and pace these
conversations. This training should include hands-on,
critiqued practice feedback sessions, which can be vid-
eotaped for later reference.

High-performing organizations understand that top
performers are most engaged and motivated to per-
form when they operate in organizations that exhibit
an effective pay for performance culture. Though these
companies may have limited budgets, they often carve
out money to earmark extra rewards for top perform-
ers. Further, these high-performing organizations tend
to see fewer people as top performers, enabling them
to reward even with a limited budget.

DASHBOARD continued on page 52

FIGURE 4: PERCENT OF EMPLOYEES
TARGETED AS HIGH PERFORMERS

50

* 33%  39%
30

20

10

Lessthan 5% - 10% - 20% - Greater

5% 10% 20% 30% than 30%

Source: Sibson Consulting's Real Pay-for-Performance Study, 2010
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DEVELOPMENT
MEMORIAL

NURSING
AT MARTIN

110z aunf

An organization recognized for its leadership, culture
and best practices can attract and retain top talent and
promote a higher level of performance to achieve corpo-
rate objectives. Employers of choice enjoy other benefits
including high morale, engagement and productivity.
Martin Memorial Health Systems (MMHS) recognized
the importance of these benefits to retain the best and
brightest talent within the organization, particularly its
high turnover nursing population. So, when MMHS saw
high turnover rates, the solution was to rededicate more
than 3,000 volunteers and employees.

Based in Stuart, Fla., Martin Memorial is composed of
two hospitals, two MediCenters, a freestanding emer-
gency center and numerous outpatient centers and
clinics. The not-for-profit, community-based health care
system began a journey in 2007 to earn the Employer of
Choice designation from Employer of Choice Inc.

As a result of stronger leadership and education initia-
tives, some designed specifically for nurses, MMHS was
recognized as a national Employer of Choice in 2009,
2010 and 2011. The distinction placed it in a group of
17 health care organizations — and 30 companies —
nationwide that have earned the distinction.

“Our journey to become an employer of choice has had
tangible benefits for our organization,” said Mark E.
Robitaille, president and CEO of MMHS. “Since we be-
gan working toward this recognition over eight years
ago, we have seen associate satisfaction rise signifi-
cantly, while reducing workforce turnover.”

MMHS saw turnover fall from a high of 15.85 percent
in 2007 to 8.94 percent in 2009. As of January 2011,
the results continue to improve with associate turn-
over at 7.56 percent.

The journey actually began in 2002 as part of MMHS'
quest to continuously improve engagement and meet
its strategic goal to become a nationally recognized
Best Place to Work organization. It all started with an
anonymous employee questionnaire.

In 2002, MMHS spent most of its time focusing on en-
gagement survey results as a way to tackle key areas
that needed improvement such as senior leadership
visibility, communication, associate involvement and
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shared governance. During the past few years, the or-
ganization has used those results to initiate proactive
planning efforts that promote internal leadership de-
velopment, succession planning and future growth.

For instance, MMHS partnered with Success Profiles
Inc., a measurement survey and talent management
company, to produce an engagement survey leader
eye chart. The 2010 eye chart indicated that approxi-
mately 50 percent of all the organization's leaders were
rated in the top 25 to 50 percentile.

Since December 2010, MMHS leaders have been go-
ing through a self-assessment process called Right
Path. The senior leadership team starts by rating its
own performance, determining individuals’ leadership
styles and developing ongoing coaching plans.

In January 2011, MMHS' senior leadership team used
peer assessment to evaluate overall performance of all
leaders. The organization found that senior leadership
rated approximately 88 percent of leaders in the top 25
to 50 percentile.

Using these assessments, MMHS' leadership is able to
more effectively coach and develop its leadership team
to address workforce and senior leadership perception
scores and create opportunities to enhance its succes-
sion planning process.

During 2010-2011, MMHS held three coaching retreats
for more than 20 senior leaders to help secure and
maintain senior management buy-in for the process.
This support also ensures that leaders own the process
and are comfortable with the feedback they receive be-
fore they share it with their direct reports.

MMHS' emerging leader program also has been benefi-
cial for highly talented up-and-comers. This fast-track
initiative has enabled the organization to create a tal-
ent pool to help meet its needs as it grows.

MMHS conducted a pilot development program for
nursing in the spring and summer of 2010. This in-
cluded a series of workshops, group discussions,
reflections and feedback from other participants,
leaders and mentors, and gave professional staff and
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Top: Associates from the
Martin Memorial Health
Systems Emergency
Center at St. Lucie West,
Fla.

Left: Joyce Gioia, CEO
of Employer of Choice
Inc. (second from left),
awards the national
Employer of Choice
award to Martin
Memorial’s George
Lehach, Amy Barry and
Mark Robitaille.
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supervisory front-line, management-level leaders the
opportunity to learn and grow together.

The nursing pilot has funding for 10 registered nurse
associates and is divided into three units covering
business management skills, leadership skills and
personal development. The course offers 40 hours of
continuing nursing education credit from the Ameri-
can Association of Critical-Care Nurses. The learning
delivery method is based on the Essentials of Nurse
Manager Orientation, developed in partnership with
the American Organization of Nurse Executives. This
nurse leadership course is one of the first created spe-
cifically for nurse managers’ development by experts
in the field that covers the skills necessary for success-
ful leadership.

MMHS selected the participants for the emerg-
ing leader program based on criteria established by
nursing leadership, including performance evalua-
tion and clinical ladders, level of education, current
involvement in councils and shared governance, and
recommendations from their leaders. After selection,
the emerging leader candidates were oriented to the
program and paired with their leadership mentor,
directors and vice presidents throughout the health
system. The 12-week program began in April 2010 with
weekly group workshops to address financial manage-
ment, human resource management, quality, strategic
management, leading teams, risk management and
legal issues, safety, compliance, performance excel-
lence and lean concepts. Each week, emerging leaders
complete their online curriculum and meet separately
with their mentors.

The emerging leader program affords participants the
opportunity to learn about the business of health care,
something they are not always exposed to in roles such
as a charge nurse or nursing supervisor. Participants
work with mentors to understand principles of leader-
ship, how to hire and manage a staff and how to create
and maintain a budget. The program also teaches
young nurses how to make things happen, how to go
behind the scenes of the day-to-day operations of the
MMHS health care system, and exploit the benefits of
mentoring to develop an effective staff.

The program was well-received by senior leadership,
and plans are now under way for a pilot for ancillary
talent as well as additional leadership development
programs for nurses.

“Martin Memorial is committed to increasing nursing
education and clinical skills through our evidence-
based practice and nursing research mentorship
program,” said Sherry Guffin, assistant vice presi-
dent of patient services for Martin Memorial Hospital
South.

To further enhance talent in research, MMHS founded
a mentorship program to create a core of nurse ex-
perts who are familiar with evidence-based practice,
are passionate about nursing research and can men-
tor collegial staff nurses. Each attendee is assigned a
nurse mentor.
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MMHS also increased emphasis on nursing edu-
cation, stressing the importance of completing
advanced degrees. In an effort to increase the bach-
elor of science in nursing (BSN) rate amidst staff,
the organization started a partnership with Western
Governors University, offering online education op-
tions that lead to a BSN in a timely and cost-effective
manner for nurses who already have an associate de-
gree in nursing.

Further, all nursing directors and supervisors were
directed to obtain their BSN. To date 72 percent of
nursing directors have completed their BSN, and this
number is expected to rise to 75 percent this year.
Eighty-four percent of the entire nursing leadership at
MMHS has completed a BSN degree or higher.

Thanks to a focused and disciplined effort to become
an employer of choice, MMHS has developed a con-
tinuous improvement mind-set that increases staff
education and commitment and improves patient
care.

MMHS has multiple projects under way including
planning for a new hospital; installing Epic, a new
clinical electronic medical record system; a new
financial, talent management and materials man-
agement system; and continuing a three-year effort
to improve performance excellence by focusing on
enhancing the efficiency and quality of work the
organization performs system-wide as new talent
joins.

Talent management efforts have produced a pool of
skilled, motivated and engaged talent. One of MMHS'
key metrics is its reputation in the medical commu-
nity among physicians, volunteers and associates.
Other metrics gathered from the 2010 employee en-
gagement survey state the following increases in
employee and staff satisfaction:

“I am satisfied with my job” rose from 14.8 percent in
2002 to 88.7 percent in 2010.

“I have confidence in our organization's leadership”
rose from 8.4 percent in 2002 to 83.7 percent in 2010.

“I would recommend my organization to friends as a
good place to work” rose from 22.9 percent in 2002 to
90.2 percent in 2010.

* “My manager or immediate supervisor seems to care
about me as a person” rose from 6.3 percent in 2002 to
84.2 percent in 2010.

* “In the past three months, I have gone home feeling
good about my workday more than feeling bad” rose
from 40.6 percent in 2002 to 94.2 percent in 2010.

Amy Barry is the vice president and chief human resources
officer at Martin Memorial Health Systems. Joyce L. Gioia
is CEO of Employer of Choice International Inc. They can be
reached at editor@talentmgt.com.
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right way? The fact that you have multiple generations
of workers sharing the workspace makes it a little bit
more difficult because what motivates Generation X
is not the same thing that engages baby boomers, and
it’s definitely not the same thing that will engage your
Generation Y or millennials.

How does the company promote workforce
performance?

Learning and development is a

key aspect, but it's not the only
one. For example, in the insurance services side our
business is very, very regulated. You need to have a ro-
bust learning strategy and structure because you need
to satisfy regulators because of licenses and all of that.
Then you have technical learning. When it comes to
leadership development, our companies are at differ-
ent areas of evolution. Some, like Mercer, have done
amazing work to create a strong curriculum that goes
from first stage manager to becoming a leader, and I'm
trying to leverage that for some of the other companies.
Oliver Wyman also has a very strong focus on leader-
ship and management behavior. The other companies
are following suit.

Our learning strategy is tied to
our objectives, but we're also
trying to find other ways that
you develop leaders. It's not
just by participating in a class-
room. That's why the talent
review process is key. We've
launched 360-degree feedback,
multi-rater reviews for all of our
leaders across the different op-
erating companies where they
can actually get feedback on
their leadership style, and we're
looking at that to create common trends and then to
see what kinds of tools and solutions we can create.
In addition, we're creating a program that will allow
colleagues to have more on-the-job-type development
through assignments and working on cross-company
projects with colleagues and leaders from other parts of
the organization. They can not only make connections
and learn about other parts of the company but also
learn new behaviors by looking at how others behave.

I recently did a survey of our talent management phi-
losophy with leaders of my organization and one of the
things they said loud and clear was one of the stron-
gest ways to develop leaders is by having them have
experience through special projects or assignments
and giving them the opportunity to receive feedback.
Our talent management strategy is moving to make
sure we are aligned to that, that the solutions we de-
sign are more about real application of learning versus
the more theoretical approach you see in other places.
Lastly, we are using social media to communicate with
each other, share ideas and teach each other in a more
effective way. Through that we expect to get more real-
time information on issues, concerns and feedback for

the leaders of our organization. We're trying to attack
this from multiple points.

What does your social media use consist
of? How does it play out exactly?

We are investing in a new plat-

form. One of the operating
companies, Marsh, is leading the way on this. That plat-
form, which is up and running right now, is a lot more
than a LinkedIn. Imagine a virtual university where
you enroll your leaders to become teachers, create on-
line classes, colleagues can attend those classes, share
feedback and have real dialogue with those teachers.
We're expanding that technology to the different oper-
ating companies.

We have also revamped our intranet to enable more
real-time conversations with our colleagues. We want
companies to be engaged in advancing the company’s
strategy not only by doing their jobs and doing them very
well but also by leading in something that goes beyond
day-to-day work. We're going to create message boards,
which we've done in the past, where we ask colleagues

When it comes to leadership
development, our companies are
at different areas of evolution.

for cross-company goals, ideas to advance the company
strategy, and based on the recommendations we're go-
ing to bring them back to our colleagues so they can
incorporate the goals into the annual planning process.
It's all about leveraging technology, but also changing
the mind-set in terms of how you communicate with
colleagues in a more fluid and active way.

What's next for Marsh & McLennan's tal-
ent efforts?

The focus for this year goes back to

this emergence of different types
of conversations with colleagues. We're going to invest
more in that as well as in social media tools. My focus
will be to continue building organizational coherence
and making sure we have processes that are aligned to
talent across the enterprise. The other big one is work-
force analytics. We've done a lot of work in the last two
years to improve the quality of data and the depth of
analysis, and we are working more on that. Our com-
pany’s growing. We're turning to new markets, new
segments, so things look very bright. To be successful
our talent strategy has to be at the center of it.
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FIGURE 5: PERCENT OF EMPLOYEES
ACTUALLY RATED AS HIGH PERFORMERS

50

40

30 28%  26%

Less than 5% - 10% - 20% - Greater
5% 10% 20% 30% than 30%

Source: Sibson Consulting's Real Pay-for-Performance Study, 2010

DASHBOARD continued from page 47

The study found a wide variation in the perceived ef-
fectiveness of setting pay performance goals to drive
business success. Some 36 percent of respondents said
goal alignment was effective in this regard, while 24
percent rated it ineffective. Similarly, the study found
a wide variation in ratings calibration effectiveness.
The rating-calibration process attempts to ensure that
ratings are checked and adjusted against an organiza-
tion-wide standard. Some 27 percent of respondents
found that effective, and 36 percent found it ineffective.

High-performing organizations are more effective
at aligning goals by communicating budgets and key
priorities with department heads, ensuring that man-
agers and supervisors disseminate the information
throughout the organization. These organizations use
multiple rating-calibration techniques. They determine
individual ratings at cross-organizational, formal, per-
formance-review process meetings; publicize rating
distributions of all departments for senior leaders; and
create organizational-wide target distributions, then
audit and report on actual distributions.

While a majority of organizations in the study identi-
fied between 5 and 20 percent of their workforce as
high performers, actual ratings suggest a much higher
percentage of employees are classified as such when
defined as the top rating in a three- or four-point scale,
or the top two ratings in a five-point scale. Compare
Figures 4 and 5. This breakdown typically results from
organizations not adhering to their distribution guide-
lines when it comes to execution of pay decisions or
managers’ failure to submit performance evaluations
on time. The latter is a common excuse for why cross-
calibration is impossible.

High-performing organizations use calibration tech-
niques more effectively to ensure only true high
performers are rated as such. Talent managers should
offer precise comments about specific aspects of perfor-
mance, not generic ones such as, “she’s a good worker.”
Using calibration techniques also ensures there is a sim-
ilar degree of stretch to all goals and objectives used as
the basis for performance measurement. For example,
there is no disparity between necessary performance for
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FIGURE 6: PAY FOR PERFORMANCE
EFFECTIVENESS METRICS

Base pay increase
distribution by
performance rating
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payout by
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*Compa-ratio is the relationship between individual salaries and the
midpoint of each salary band.

Source: Sibson Consulting’s Real Pay-for-Performance Study, 2010

two similarly situated but stylistically different manag-
ers such as a “tough” versus “easy grader.”

Fifty-five percent of organizations in the study pay for
short-term performance based on organization-wide
achievement. This strategy is easy to administer, but
does not link individual effort or results to the rewards,
except for executives. Approximately 20 percent fund
their bonus pools based on business/unit/depart-
ment achievements, which improves the line of sight
between individual efforts and the reward without ig-
noring the importance of overall organization results.

Almost one-third of organizations in the study do not
use metrics to track the pay for performance effec-
tiveness. Most organizations that do use metrics use
base pay increase distribution by performance rating.
(Figure 6). Of organizations using metrics, the majority
typically use only one or two to track pay for perfor-
mance effectiveness.

High-performing organizations consistently use mul-
tiple metrics to track the effectiveness of their pay for
performance culture and continuously identify opportu-
nities for improvement. They understand that what gets
measured gets done. For example, organizations that
measure and publish data on the differentiation of merit
or incentive awards tend to get more differentiation in
the awards. Further, they often believe by making man-
agers aware that their aggregate decisions could become
visible and be compared with other parts of the organi-
zation, they can exert pressure to “do the right thing.”

Pay for performance is not a one-size-fits-all endeavor,
and many organizations struggle with the process, but
it is possible to effectively connect pay and perfor-
mance. There is a wide variation in the relative success
of organizations’ ability to establish and execute pay for
performance programs effectively. Leadership support
is a critical catalyst, as is the way pay for performance
is incorporated into an organization’s culture.

Jim Kochanski and Myrna Hellerman are senior vice
presidents at Sibson Consulting. They can be reached
at editor@talentmgt.com.
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[FULL POTENTIAL] by Marshall Goldsmith

Reputation Repair

Reputation doesn't happen over-
night — one event can't form your
reputation and one corrective
gesture can't reform it. You need
a sequence of consistent, similar
actions to begin the rebuilding
process.

It's doable, but it requires personal
insight and discipline. When I first
start working one-on-one
with clients to change their
behavior, they want instant
results, but it doesn't work

that way.

If you're known as a sar-
castic boss, you have to bite
your tongue for a long time
for people to recognize the
change and start accepting
the new you. You can go for
weeks without deviating,
but just one incident where
the old sarcastic you reap-
pears and people begin to wonder
if you've changed at all.

You have to be consistent in how
you present yourself. If you aban-
don that consistency, people get
confused. The reputation you're
trying to form gets muddied by
conflicting evidence and eventually
loses its sharp focus.

Take a look around you at work.
Which colleagues have clear, posi-
tive reputations, and what are
they doing to achieve this envi-
able position? Consistency is often
their primary virtue — without it,
we'd never see the pattern they're
creating.

I used to marvel at an executive
named Bill who rose to the highest
ranks of his company and did it all
from 8:30 a.m. to 5:30 p.m. He de-
cided early in his corporate career
that his family was more important
to him than work, so he set a per-
sonal goal of always being home by
dinnertime — which meant that, de-
spite being as ambitious as the next
person, he had to get all his work
done during regular work hours.
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Bill didn't have the cushion of
working late or on weekends, yet
his results were excellent. He was
liked and admired by everyone
he worked with, which partly ex-
plains his ascent at the company.

But it doesn't explain everything.
“How did you do it?” I asked him.

“I always knew that my family
came first,” Bill said. “So I vowed
that I wouldn't be one of those
people who love trading gossip or
need to demonstrate that they're
in the loop about all the company
intrigue.

“If T could cut all that out of my
workday — the small talk, the
watercooler distractions, the beer
after work, the impromptu ses-
sions to complain about senior
management — I figured I'd save a
lot of time. I could do my job and
get home at a normal hour. And I
pretty much kept my vow.

“It's funny though,” he continued.
“At first I was the company oddball.
I was capable and got good perfor-
mance reviews. People saw me as
no fun, no frills and a late-model
Ward Cleaver. The only thing miss-
ing was the cardigan.

“But I was consistent and steady,
and over time, that sober persona
became my signature — and a vir-
tue. People started to think of me
as someone who could be counted
on like clockwork. I was ‘depend-

able,” which is a reputation I'll take
anytime.

“Because I didn't traffic in office
small talk, my bosses grew to con-
sider me as someone who could be
trusted with confidential informa-
tion, which is ironic, because the
less interested I was in other peo-
ple’s secrets, the more comfortable
they were sharing them with
me.

“Eventually, my serious de-
meanor made people think
I had leadership potential.
People were willing to follow
someone steady and depend-
able like me. I suppose they
thought I wouldn't let them
down. And once people are
willing to follow you, the
sky's the limit. All because I
wanted to clock out at 5:30.”

One key to Bill's success is his con-
sistency. He repeatedly gave people
an unambiguous way to view him,
which happens when you're dis-
ciplined about your objectives
and follow through. After a while,
people are locked into one way of
interpreting your behavior, and
your reputation falls neatly into
place.

Another interesting fact about Bill
— even though his kids are grown
and out of the house, and he doesn't
always have to leave work by 5:30,
he still sticks to his schedule. That's
the best thing about creating a rep-
utation for yourself: Do it right the
first time, and you may never have
to change your ways.

About
the
Author

Marshall Goldsmith is a world authority
in helping successful leaders achieve
positive, lasting change in behavior.

He is the author or co-editor of 31| books,
including Mojo. He can be reached at
editor@talentmgt.com.
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