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B PREFACE

s trategic Talent Development addresses the new world of global compe-
tition and rapid change through an approach that develops and engages
everyone in the success of the enterprise.

I first set out my ideas in The Value of Talent. My role as CIPD, Vice-
President, Learning and Talent Development was significant for the oppor-
tunity it gave me to work on research projects with people at the top of the
field. The role also brought me into contact with leading organizations and
practitioners. Since then, 1 have worked in different countries on different
continents, discussing my ideas at conferences and seminars. | have also had
the good fortune to work with many fantastic businesses and outstanding
people who have helped me shape my thinking and {=velop new ideas. My
role as a governor of the University of Portsmoutly, where 1 also chair the
Human Resources Committee and sit on the Retnuneration Committee, has
provided yet another perspective on the increasing complexity of managing
people and organizations in today’s envivenment. All these experiences have
helped me develop my philosophies further and experience them in pracuice.
My colleagues ar Scala and at Newwork-ACE, which is our European net-
work, have been instrumentaliin helping me, and | am immensely grateful
to them.

www.thescalagrevip.co.uk

www.thevalueoftalent.co.uk
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Introduction

he central theme of this book is that our world has changed and is

changing in ways that call for a transformational response from organi-
zations in attitudes and in ways of doing things, especially in ways of lead-
ing, managing and orgamzing people. My purpose is o put forward a
FESPONSE,

The changes are profound, They affect many asp<<is of the way organiza-
tions structure themselves, how people within them interact, and the detail
of how they do things in their day-to-day #@rk. Three parncular areas of
change must be in our minds:

e globalizanon;
e communications and techndivgy:

e amtudes across socety:

These factors have son@) ¢common characteristics: one is the speed with
which change is hapédming; another is that it can emerge from anywhere;
a third thar these are not independent factors but interact with each other.
This 1s creating a new world business environment, where products and
services that were revolutionary two years ago are rendered obsolete if they
don't adapt to market changes tast enough, and where new competitors
seem to spring up overnight.

The new world business environment

How do today’s changes compare with previous eras and is there a material
difference? Of course, the Industmal Revolution, with s steam engines,
machine rools and materials technology, transformed the world in a remark-
ably short time from agrarian societies to those we could recognize today.
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These technologies enabled each other, just as now compurting, communica-
nons, biotechnology and nanotechnology all reinforce and support develop-
ment in each other. And rhis earlier revolution was also characterized by
fierce competition and demanded a management revolution in irs ways of
doing things. | argue thar today’s knowledge revolution is different in the
speed and sources of change, and that these differences also demand a new
management revolution.

The change that drives business today may not be characterized by physi-
cal icons, such as skyscrapers, great ships, ports and airports, industrial com-
plexes and cityscapes. It may not be characterized by mass travel suddenly
becoming easy and affordable, or communications being shrunk from weeks
to minutes by telegraph wires snaking across the world. Today's change is
subtler but just as real, nonetheless. It arises largely from the invention of
the transistor just over 60 years ago, rapidly followed by printed circuit
boards and computers and then personal computers and mobile phones, the
internet and the world wide web.

Let us try to visualize this immense change, Thidk abour that sophist-
cated but everyday device used by millions of 5eople around the globe, the
Apple iPhone, and how we got to it in 2007 It took over 200 years from
early experiments with electricity until thi-dransistor was developed in 1948,
Then in just the next 40 years or so,@ii-in a rush, we got serious computing,
personal computers and hand-hé&! “devices, The world wide web arrived
at the end of that nme. In th@ ensuing 20 years, commerce over the web
exploded from nothing to\an estimated $204 billion in the Unired Stares
alone in 2008, In 1998 Gaogle reported 26 million web pages on its index;
by 2000 it had one biliion and by 2008 one trillion. It is hard to imagine
life without the web, available to us worldwide and now on tiny hand-held
devices. The computer data centres that power the web account for nearly
2 per cent of the world’s electricity production. Soon web-enabled devices
will be tound in mundane devices such as retrigerators and cookers.

And it is not just what the smartphone can do but what we can do with
a smartphone that is new. Commerce has changed: books, musicand TV are
distributed online, as are news and opinion. ‘Distributors’ are being replaced
by selling direct from producer to customer. Banking, shopping and logistics
arc all done online, the latter enabling modern supermarkets to provide
extraordinary choice and drive down costs. The web has enabled e-mailing
and social networking, as well as open-source problem solving. Industries,
such as national mail services, are being deconstructed as new ones grow,

The word ‘globalization® is now common currency. While international
trade is not new and events in India affected Europe more than 200 years
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ago (and vice versa), the scale and immediacy are different. Today a call
centre servicing Europe or North America can be in India or the Philippines
or Kenya and, at the flip of a swirtch, can be somewhere else. Going back
to that iPhone for illustration, it turns our to be an extraordinarily inter-
national project. It was designed at Apple headquarters in Califormia (the
lead designer being an Englishman) but components from Japan, South
Korea, Taiwan, the UK and Germany are assembled in China,

The speed of change has not levelled off and the business implications
of the digital revolution, cheap broadband commumcations and the world
wide web have clearly not run their course. The next technologies, built on
these ones, may enable us to do things we only dream of today. If and when
this electronic revolution begins to slow, perhaps the next big thing could be
new biological industries. And new technologies do not just boost economic
growth but have profound implications for what we do, how we do it and
how we organize ourselves o do it

Todays globalization is not just about a growing volume of global
trade, its distinctive difference is that competitors, suppliers and customers,
enabled by communications and technology, £an be anywhere in the world.
A company based in Scotland can use softwiire hosted on computers in Can-
ada, written for a US company by a conteactor in India to sell a book writ-
ten and published in France (thougk piinted in China) from a warchouse in
Ireland 1o a customer in Australid; The business's advisers and investors are
in London but its compentors'can be anywhere in the world while its owner
can review and control daily progress from her holiday villa in Iraly.

Government processes are different too. Laws and regulations thar gov-
ern business are mcreasigly negotiated within suprananonal bodies and
coordinated through international organizations, and infractions may be
prosecuted through courts in a dozen junisdictions. A good example might
include Apple and Samsung suing each other for patent infringements in
courts around the world. Meanwhile Samsung 1s a major supplier to Apple.
Regulators also have an international reach; in 2012 US regulators investi-
gated US, Brinsh and European banks for manipulating UK interest rates.
The Evropean Commission, meanwhile, has anti-monopoly processes in
progress against Microsoft and Google — giant US-based software firms,

The innovation economy

It is being widely commented that developed Western economies are moving
beyond the knowledge or information economy to what is sometimes called

comTinhted Matarial



Comminhted Material
Strategic Talent Development

the innovation economy. According to interviews conducted by the execu-
uve search firm Spencer Stuart, more than two-thirds of directors at the
leading global companies it advises cite innovation as critical for long-term
success (Cohn, Karzenbach and Vlak, 2008). This has been constantly rein-
forced since, for example by Pw(C's 15th Global CEQ Survey, which finds
that ‘supporting the capacity to innovate’ is at the forefront of priorities for
CEQs (Pw(C, 2012),

Rapid and often unpredictable change demands rapid reaction and an
ability to anticipate it with new products and services: with further inno-
vation. Today's business environment requires people who can innovate,
work across organizational boundaries and in partnerships, and who are
sufficiently far-sighted and fast-reacting to spot trends, create opportunities
and rapidly take advantage of these. Success will come from positioning
the business so that when the right option becomes clear, the right people
with the right skills are able to pursue it rapidly. If you can jump on a band-
wagon, you may already be too late.

New ways of working

Individuals will need to continually, reappraise their skills, acquire new ones
and be flexible and fleer of foor: Yhey need to have an eye on the horizon ro
spot changes as they emergs:\iv be able to create opportunities before oth-
ers do; to be innovarive, creative and adaptable and cagerly willing to learn,
Moreover, they need toembrace new ways of working, where they collaborate
across boundaries, work in virtual teams, and where reporting lines are fluid.
New media is also significant for its effect on people’s attitudes: they are more
used to sharing information, and more open about themselves and their work.
This eftect will increase, especially as younger people join the workforce.,

The economic downturn

Before considering how to achieve this culture of innovation we must bring
in the economic circumstances of our age. The aftermath of the 2008 global
financial crisis is still being keenly felt and, while its worst effects have, so
far, been felr in the United States and Europe, they are snll spreading like
ripples on a pond and growth is stuttering around the world. Its effects are
unlikely to disappear entirely because it is also one aspect of longer-term
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adjustment in trading patterns. This is creating the need for some mana-
gerial balancing acts: we must balance the need o downsize with the need
to grow some areas of the business; the need to shed labour while bringing
in new recruits with particular talents; the need to react to current pres-
sures and workloads with the need to innovate, look ahead, and prepare for
future challenges. We must maintain existing operations while developing
new ones and breaking into new markets. The need to control costs while
maintaining employee morale, commitment and motivation lies at the heart
of these balancing acts. Intuitively, we know thar organizanons thar truly
engage and inspire their emplovees achieve high productivity, and therefore
high performance. There is a buzz about them. The research evidence to
support this intuition is compelling, and should shape the way leaders and
managers think about and support the people who work for them.

Create a new world organization

All this demands a ‘new world’ organizationii response, where:

e People develop their skills and abilitzes so that the business has the
right capabilities available wheisieeded.

e Organizational culture encaiirages collaboration, innovation,
flexibility and rapid response.

e Autocratic and hicrarchical styles are replaced by leadership styles
that create ‘sharfd-values, shared visions and shared understanding’.

e People are engaged around a compelling vision and strategic
direcrion so that their efforts, motivanion and commirment are
directed to the success of the enterprise.

It has probably always been impossible to simply instruct people to innovare
and have a realisnc expectation that they will do so. Rather, it is necessary
to create the conditions for such innovation and speed of response. This is
exemplified by the experience of Xerox Corporation which famously gener-
ated many extraordinary ideas at its Palo Alto research facility. ‘Established
in 1970 in an industrial park next to Stanford, PARC researchers designed
a remarkable array of compurter rechnologies, including the Alto personal
computer, the Etherner office network, laser printing and the graphical user
interface’ (Markoff, 2011). These brilliant and influential developments also
illustrare another lesson, because the Xerox Corporation did not exploit a
single one of these inventions that have formed the basis of huge industries.
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“Years later, Dr Goldman explained Xerox's failure to enter the personal
compurting marker early on as part of a large corporation’s unwillingness
to take risks’ (Markoff, 2011). Creating the right conditions for innovation
requires action that extends beyond the laboratory.

Another leadership challenge lies in a change in how we percaive the
world, Our expectation of change is creating ‘new world organizations’
where the need o adapt quickly to new markets and new competitors and
to innovate quickly is driving them to be less hierarchical, to have flatter
hierarchies and to employ management structures where people’s jobs move
from team to team and they work across functional and national bound-
aries and in partnerships with external organizations, This increase in real
collaboration represents a permanent shift in attitudes from the adversarial
approach of simply buying-in at the lowest possible price.

The changing internal business model

A consequence of these changes is that tradienal ‘command and control’
management systems, where informationis-passed up through levels of a
hierarchy and instructions pass the . sther way, simply don't work effec-
uvely. They are much too slow and ' they stifle innovation. Morcover, lean,
de-layered and interconnected ofganization structures have made manage-
ment through close personal Sipervision and controlling the detail of what
and how people do things mostly impossible.

Today *shared valpgsshared wisions and shared understanding’ set the
culture and the tone. When people know where the organization is going,
how it 15 going to get there, when values are clear, this sets the boundaries
and people know how to act, take decisions and take responsibility, and they
know what is expected of them.

This is also a new world of ideas that create competinve advantage or
even whole new business streams; and businesses must be sufficiently agile,
future-focused and innovative to keep pace with overnight change in tech-
nology or ways of doing business if they are to keep ahead of competi-
oon. These ideas may arise anywhere within the organizanon, at any level.
Managers need o recognize them, be open to them, and encourage their
colleagues to come up with them. They must create the culture thar will
encourage their people to spot opportunity, and they must ensure they and
their people develop the capabilities that will enable them to take advantage
of this opportuniry.
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Strategic talent development

I have outlined what needs to be done and the leadership challenges thar face
us in getting there. But there are ways of overcoming these challenges and
that 1s what this book addresses. My proposition 1s that if we value every-
one, not just the few high performers, meer their aspiranons and engage
them with business success, this rranslates into improved, long-term busi-
ness performance.

This approach is as much about behaviours and values as abour sys-
tems and processes. [t is strategic because it means looking ahead and align-
ing individual development with future organizational needs and with the
strategy of the organizaton. It is inclusive because it recognizes thar deci-
sions and actions that will be pivotal to success may occur anywhere in the
Organization,

Inclusive talent development 1s more than aiming te(iarness people’s tal-
ents and help them be the best they can be, thoughithat is part of it. It is
more than having people available to fill key roleSothough that too is part of
it. It is a way of thinking and doing things thit Zets to the heart of relation-
ships within the organization. It includes people in the vision and direction
of the business so that they input their’ideas and actively seek to create
opportunities and make them happes. It includes people in decisions that
are made about them or that afiect them, so that leadership and manage-
ment are multi-way processeswnd people have more control over their desti-
nies. It is also about how staff, managers and HR work together to create an
innovanve, creative, skiléd and adaprable workforce that is willing ro learn.,

About this book

I set out here a practical approach for achieving this new world organiza-
tion, which I call ‘strategic talent development’,

This book moves through three distinct phases. The first is conceptual.
Chaprer 1 makes the case for straregic talent development through its rela-
nonship with employee engagement, We consider the evidence for how this
impacts on proftability and its implicanons on how to lead and manage
people. We consider values and how these bind people and create a common
identity. This will give us a decp understanding of organizarional culrure
and help generate insights on how to create leadership styles and processes
that suit today’s world and translate into hard business results,
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FIGURE 0.1 The four-point framework shows the steps to
develop your talent and engagement strategy

The second phase of the book &%pmﬂ 4 through to 8 = describes the
systems and processes n assess, develop, deploy and retain people.
I present these systems and\processes in relation to a four-point talent frame-
work (see Figure D,liﬁ’&ﬁh guides you through how to pur these in place
so that they forma ¢ t and consistent strategy that pulls people in the
same direction. | present this four-point framework in Chapter 3, giving an
overview of it, and showing how it is business driven and addresses the main
leadership challenges of today. I then present the processes that will achieve
the business aims of each of the points on the framework.

Finally, phase three — Chapters 9 and 10 - covers the practical actions
leaders must take to lead effectively in today’s new world, but also to deal
with the people problems that economic downturn has brought for many.
We consider whart leaders must do, and how they might do it, to achieve a
highly engaged workforce and a profitable and sustainable future for the
business.
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what is required to achieve it and about proving the correlation with busi-
ness performance.

This seems a simple idea but it is made up of several elements, which we
can group under three headings: people’s ability, their monvation and the
opportunity (Purcell et al, 2003):

Ability refers to personal qualinies, skills, and knowledge.

Mouivation is itself made up of internal and external elements.

Individuals are driven by their own inner motivation but this also
needs to be directed.

Opportunity enables ability and motivation to be effective.

Opportunity is critical to this process because success demands effective
external management, since individuals will be unable to exercise their abili-
ties and motivation if their work team is badly coordinated or they are poorly
managed. Circumstances must also permit people to exercise their abilities
and motivation. If there is a breakdown of the opportonity factor = let us say
there is a shortage of orders or marerials, or a machine breaks down - then
even the best machine operators wall be prevefitéd from achieving high pro-
ductivity, However, if the operators have higkability and are well monvared,
they are more hkely to help the busingss recover quickly and make up for
lost time. It is also reasonable to apply the same model to the overall busi-
ness simply by aggreganng thesethiree factors at the orgamizanonal level,

All three factors in this AMO model need to come into play to achieve the
benefit of what is commosly referred to as employee engagement. Figure 1.1
illustrares this idea a#idyYor simplicity, it rolls management effectiveness
INto ‘opportunity’.

It is particularly striking how interconnected all this is. Opportunity and
effective line management reinforce monvarion and ability, while even the
desired outcome - ‘effectiveness’ - will reinforce motivation: success breeds
high morale, Which elements of this diagram represent emplovee engage-
ment? Well, 1t 15 hard to tease them apart. Strategic talent development
builds on the idea that all these processes within the management of organi-
zations are interconnected and need to be treated as an integrated whole.
One bit without the other does not work.

With this model in mind, let’s consider how employee engagement
is generally defined, and then the evidence of its importance to business
performance. Employee engagement has been described as *a positive atti-
mwde held by the employee towards the organizarion and its values. An
engaged employee is aware of business context and works with colleagues
to improve performance within the job for the benehit of the organization’
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FIGURE 1.1 Employee engagement

(Robinson, Perryman and Hayday, 2004). It givés nise to the ‘degree of dis-
cretionary effort employees are willing to appiyin their work in the organi-
zation® and it recognizes that ‘every emplaye¢ ulumarely chooses whether to
contribute the minimum levels of perfarmance required (or to sabotage), or
to go beyond the minimum required’ by the post and to offer outstanding
effort in their role’ (Alimo-Meréatte and Alban-Mercalfe, 2009),

The engagement index slats people into one of three categories:

e Engaged employees work with passion and feel a profound
connection to their company. They dnive innovation and move the
organization forward.

e Not-engaged employees are essentially ‘checked out’. They are
sleepwalking through their workday. They are putting in time, but
not enough energy or passion into their work,

¢ Actively disengaged emplovees aren’t just unhappy ar work; they're
busy acting out their unhappiness. Every day, these workers
undermine what their engaged co-workers accomplish.

Why is employee engagement important?

Numerous studies make a persuasive case for how engagemenr leads to
success. No single one has proved this beyond doubt, as proving causal-
ity would require comparators where all factors are the same, which is
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impossible to achieve, However, research data published by leading inter-
national recruirment, reward and market research companies such as Towers
Watson, Kenexa, Hay, Aon Hewitt and Gallup together make a compelling
case thar shows companies with high employee engagement levels also expe-
ricnced a higher operating margin (up to 19 per cent higher), net proft mar-
gin, revenue growth and earnings per share (up to 28 per cent higher) than
compames with low employee engagement { Towers Perrin, 20035).

The characteristics of
employee engagement

The case for creating employee engagement is persuasive but what do you
have to do to achieve it? The study ‘Unlocking the Black Box' (Purcell
et al, 2003) adds to our understanding of the AMS model. It concludes
that the difference between high- and low-pesforming organizatons is
influenced by a combination of managers'\groactive and continuous
support for the development of their weaple, and well-designed and
effective HR policies for these managets-to apply. The policies and prac-
tices that make a difference are reiuitment and selection; training and
development; career opportunitdi communications; involvement in deci-
sion making; reamworking; dppraisal; pay; job security; job challenge/
job autonomy; work=life ‘\balance. The Black Box study also finds that
engaged employees aréinspired by a *big idea’, They describe this as an
overall sense of purpose that binds people through a central idea about
what is important,

The Gallup Q12 survey also measures employee engagement. The instru-
ment was the result of hundreds of focus groups and interviews which found
that there are 12 key expectations that, when satished, form the foundation
of strong feelings of engagement. So far, 87,000 work units and 1.5 million
employees have participated in the Q12 instrument. Comparisons reveal
that work units with high Q12 scores exhibit lower employee wrnover,
higher sales growth, better productivity, better customer loyalty and other
manifestations of superior performance.

These studies match my own experience. A few years ago | carried our an
assignment with the foreign exchange department of a US bank. The head of
the department was convinced that giving more support and attention to his
people, and improving teamwork, would impact positively on profits, We
set about introducing or revising existing people processes and, importantly,
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provided coaching for the desk heads and for the head of department him-
self on how to use these processes, as well as how o apply a range of people-
management skills. We tracked profitability over the course of 18 months
and saw it rise by 29 per cent during this time,

I have derived the following indicators of an engaged workforce from the
studies discussed above and have proven them as practical rools with clients.
Engaged employees:

o feel respected and treated fairly in areas such as pay, benefits, job
security and opportunity;
have plenty of opportunity for development, and feel supported;
know thar they are listened to and that their opinions count
understand how they contribute to organizational goals and success;
feel proud of their jobs and their accomplishments;
know what the future might hold for them;

enjoy good, productive relanonships with therrco-workers.

Managers should regularly ask themselves wiliat they are doing to meet
these indicators. It cannot be emphasited enough thar their delivery
demands regular high-quality converstions berween individuals and their
managers about performance and‘cireers, where individuals are able to
contribute their inpur ro decisions, and managers give specihc and consid-
ered feedback.

Is employee engagement something new or simply
a repackaging of previous ideas?

New technology has opened up more sophisticated opportunities to collect
and process data. This provides us with the possibility to test assumptions
and provide hard data to measure success and identity business improve-
ments. It enables us to go beyond our previous aim of retaining people
longer to making people more productive while they are with us, as well
as staying longer. S0 in a sense, employee engagement is a technological
measurement process, which provides evidence of whar we have to do 1o
drive business success. As the saying goes, ‘If you can measure it, then you
can manage it.” Yet also, employee engagement has evolved from previ-
ous management theories, which emphasize the importance of employee
commitment. The distinction is that earlier management theory tended to be
one-way — what to do to gain commitment — whereas emplovee engagement
is a two-way interaction between employer and employee.
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Collecting data to measure employee engagement is a
highly effective management tool

However, there 1s increasing anecdotal evidence o show that many orgam-
zations are just going through the motions when they survey their people,
and are being too selective about the results they are taking notice of, under-
playing those that contain warning signs that something is amiss. A striking
example occurred in a firm that is involved in processes that have significant
health and safety implicanions. They were delighted with their good results
in the ‘communications’ group. However, close examination showed a worry-
ing response against one indicator: ‘1 am afraid ro speak up.’ Especially given
the nature of the business, this was a major cause for concern and further
investigation, which was imitially going to be ignored.

There is also evidence that organizations are placing too much emphasis
on benchmarking their results with other businesses. It 1s not the compan-
son that is important = best of a bad bunch is an exgicession that comes to
mind here — bur the need to keep raising performanes in your own organiza-
ton. Such examples are wasting the potential this tool offers.

Get the most out of employee surveys by:

e supplementing questionnaires witlvone-to-one meetings and focus
groups to enable you to get undérneath the issues and gain insights
and solutions from people i the issues to address and how to do so;

e communicating the reselts fully and openly: run discussion groups
around key 1ssues such as: “What is causing people to be afraid to

speak up?’
¢ acung on the resuls and letting people know that vou are taking
these acnions because of what they rold you through the survey;

@ not ignoring the issucs that you find difficult. If you cannot act on
something, say so and explain why. Keep it on the agenda.

Strategic talent development: the link
between talent management and
employee engagement

The attraction of the effects of engagement is obvious; it potentially enables
the organization to increase emplovee effort and productivity and improve
teamworking, as well as reduce turnover and absenteeism, without increasing
salary costs, It maximizes the value of the organization’s investment in people.
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2. ldentifies future capabilities that the organization
will need and develops people to meet them

This requires taking a longer-term view of development than is typi-
cal, which tends to be one year ahead, to fit the performance appraisal
cycle. It encourages everyone to think about what is evolving, what is
changing and what is driving the business so as to identify capability
gaps. It encourages managers to think about changing skill-sets and
employee expectations. This helps the individual understand what the
future might hold for them and idennty a career path. It helps the
organization prepare people to meet the challenges of its longer-term
business strategy.

The process of developing individuals also makes them feel better about
themselves and about the organization, They appreciate that they are val-
wed and see their worth to the organmizanon being enhanced, which will
improve their sense of engagement. Even if personal déyelopment improves
an individual’s long-term prospects outside the oggahization, there is still
this improved sense of engagement in the sheéOferm, which benchits the
Organization.

These 1ssues relate to employee engagenient indicators:

¢ ‘Knowing what the future mighi Yiold for them and how they might
be supported to get there!

e ‘Having plenty of opporsutity for development, and feeling supported.’

3. Delivers not jast individual capabilities but those
that are part of what the team does as a unit
Strategic talent development provides a process thar encourages conversa-
nons about performance and careers. It encourages sharing of information
and ideas, and emphasizes support and collaboration,

In thas way, it 15 a main contnbutor to employee engagement, mapping
directly to:

@ ‘Enjoying good, productive relationships with co-workers.’

4. Creates innovation, resilience and flexibility at all
levels of the organization

The ourcomes from the previous attributes should be directed rowards
achieving innovaton, resilience and flexibility. This is achieved through
dialogue around and across the organization about emerging trends on
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the horizon, about the implications of these, and how to take advantage
of them. The business’s leaders will stimulate this dialogue by discussing
business strategy and performance, and being open to new ideas. This maps
directly to facrors that lead to high employee engagement:

¢ ‘Knowing your opimions count and are listened to.’

¢ ‘Knowing how you contribute to organizational goals and success.’

5. Inspires people through vision, and clear sense of
direction

This again must start at the top. It relates to the Black Box finding of mobil-
izing people around the “big idea’.

6. Actively seeks out people's ideas and opinions,
listens to these and acts upon them

Employees feel they can voice their ideas and-be listened to, with joint
sharing of problems and challenges and a cowimitment to arrive at joint
solutions, This connects to point 7.

7. Actively and continuously provides employees with
information about the Business, its strategies, progress

and business results;consulting with employees
wherever possible

This involves sharing information at a macro and micro level in the busi-
ness so that people feel informed, trusted with information, are given bad
as well as good news, are consulted abourt decisions, and given explanations
about how and why they were taken. A common failing in organizations is a
reluctance to communicate bad news, or failing to communicate when there
15 no news, leaving people to construce their own version of events — which
may be wrong or unsettling, 1 recall one City firm negotiating a merger,
which was common knowledge throughout the organizanon and the mar-
ket. Negotiations were protracted and went on far longer than anticipated.
The CEO failed 1o heed advice and to let people know that he had no news,
believing it would reflect badly on his negotiating skills. 5o, there was a long
period of no news, during which many of the top performers, especially
those who had recently joined the firm through a previous takeover, were
headhunted our. Contrast this with the CEO of a manufacruring business
who met the economic crisis with an intensive communications programme,
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giving the detail of the firm’s commercial circumstances, making sure the
revenue model was completely transparent and understood. He explained
the reasoning behind all decisions, and kept people updared on progress,
even when there was no news, or bad news. Strikingly, he spoke from the
heart, sharing his concerns and anxactics, as well as his hopes. He lost no
one, and morcover people remained motvated and engaged and worked
hard to turn the business around.

How, what and when you communicate is gaining in importance in the
new world orgamzadon, where ‘command and control’, which is based on
low trust, is breaking down. Communicating frankly, honestly and exten-
sively builds trust and gains commitment and loyalty. It is a key indicator
not just to measure employee engagement, but to embed styles based on
*shared values, shared visions and shared understanding’ thar are essential
to the modern organization.

These issues relare to employee engagement indicators:

‘Knowing that they are listened to and thar théi? opinions count.”

-
# “Understanding how they contribute to orgatizanonal goals and success.”
@ ‘Fecling proud of their jobs and ther dctomplishments.”

L

‘Knowing what the future might kicid for them.

This is not an cxhaustive list i< engagement indicators, Well-being
(how people feel about stress “pressure and work/hite balance), Fair
deal (how happy they are with their pay and benefits), Giving something
back (how much the company puts into the local community and sociery
at large), and My cempany (pride in the company) are other engagement
indicarors that are common to key surveys (Best Companies, 2012). These
are, however, outside the scope of this book where my concern is with
those indicators that gert 1o the heart of collecrive and individual relarion-
ships in the organization with the aim of enabling everyone and the busi-
ness irself ro grow and flourish.

CASE STUDY

KPMG has worked hard to develop a high level of engagement within the organization,

and the firm is a regular award winner for its success hare. Staff expect managers to tell
them how it really is — in good times and bad, and this was the foundation of its Flexible
Futures programme, which in 2009 helped KPMG weather the uncertainty of the recession.
Following extensive communication on the effects of tha recession on the business, staff
were consulted on the design and implementation of this programme of veluntanly warking
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reduced hours for a short term. Having set itself a target of 85 per cent sign-up, KPMG
wera delighted that 85 per cent of staff were willing to sign up for reducing their hours by
one day a week, or taking 4-12 weeks off on 30 per cent pay, # business need required it.
Sarah Bond, Head of Engagement, said at the time: "‘We were open with colleagues about
the need to introduce additional flexibility in our staffing arrangements to help prepare
for uncertain times. It is a clear indicator that staff at KPMG feel a shared ownership for
the organization’s fortunes, and | am very sure that we would not have achieved such a
positive respanse without the high level of engagement between staff and management.”

This case study shows how high employee engagement levels build trust
and cooperation.

How do we bring talent and engagement
policies to life?

For a long time, there has been commonality among the surveys about
which factors lead to higher engagementaivels, and much of it points o the
role of the manager. For example, the\Black Box study, referred to earlier,
found that front-line managers exercise a strong influence over the level of
discretionary effort that an individual directs to their job. Some managers
encourage people to be respatisible for their own jobs whereas others stifle
initiative through contreiling or autocratic behaviour, A CMI study found
that almost half of woikiers surveyed (47 per cent) had left a job because of
bad management (CMI, 2009). Perhaps even more significantly, the same
survey (49 per cent) said they would be prepared to take a pay cut, in order
to work with a better manager.

Certainly, a main lever to bring talent and engagement policies to life is
the quality of the relanonships people have with their top leadership, their
manager and with each other. However, there is evidence that ‘career devel-
opment’, which used to be the fifth-ranked reason why people left organi-
zations, has now risen to top place, overtaking ‘poor relationship with
manager’ (CRF Institure, 2012). I believe this is to do with our changing
perceprions of job security.

Changing perceptions of job security

The theories of motivation first developed in the 1960s by Frederick
Herzberg (Herzberg, 1987) and Abraham Maslow continue to be widely
used. They both suggest that whar Herzberg refers to as *hygiene’ factors,
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profitability, but because one of the stars wanted it. Research carried out
by Tosi et al, which finds no link berween organizational success and the
perceived charisma of the CEO, supports this crinical view (Tosi, Misangyi
and Fanelli, 2004). In place of the *heroic’ models, alternarives that include
*being open and considerate of others’ and demonstrating “humility” are
being cited as desirable. We also sec leadership models that emphasize
the distribution of leadership throughout the organization, as well as the
importance of “shared values, shared visions and understanding’.

This new approach to leadership highlights the convergence of two
important trends in the ‘new world’ discussed in the last chapter. First,
it seems that people in the new world are less willing to accept the ‘com-
mand and control’ model of management from on high by the ‘heroic
leader’. It seems to be becoming less common and not to be working
very well. The second fact is that the pace and complexity of change in
our societies and business environment must sumulate innovarion and
flexibility at all levels of the organization. These-tattors make a more
devolved leadership seyle desirable so that companies can cope eftectively
in these caircumstances.

The writer who has done much to promogz this view of leadership is Jim
Collins. He investigated over 1,400 organizations quoted on the US Stock
Exchange, controlling for economic factors and size among other variables.
He focused on those who moved their organizations from solidly ‘good’
performance to *great’ perforniance and who maintained this position for at
least 15 vears. He identified two common characteristics: one, the steadfast
belief of the chief exegtizve that their company would be the best in the
field; and the second, their ‘deep personal humility’. The first of these crit-
cal factors reflects a strategic approach to business. The latter characteristic
reflects a way of managing: it emphasizes the role of the ream and ident-
fies the leadership job as enabling that team to perform effectively (Collins,
2001},

What do we mean by leadership?

At the top level of the organization it deals with overall strategy and vision
and values, as discussed before, It is a subset of the management process,
which is a concept little changed since FW Taylor, the earliest manage-
ment commentator, developed his theories of scientific management. Taylor
described management as being about planning, organizing people and
resources, and about control. His emphasis was on efficiency and admin-
istration and, in an era when this was achieved through a ‘command and
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control” approach, this was how the manager managed, However, his work
did not focus on the ‘how” of getting people to do things efficiently, much less
on the *how’ of creating an innovative organization. As society has changed,
this ‘how’ has become a much more important consideranion, which brings
us to leadership.

Qur ideas of business leadership grew from the work of behavioural scien-
tists in the 1960s. They introduced the idea that influencing people by virtue
of personal attributes and behaviours was important to management suc-
cess. Ar hrst this notion worked within ‘command and control® structures,
with line managers influencing to gain commitment and enthusiasm. Real,
full-blown leadership = *driving change’, ‘setting direction’, ‘interacting
with stakeholders’ = was the preserve of people at the top. Since the 1960s,
rapid change and competitiveness in the business environment, the emer-
gence of the knowledge worker and of the information age and, now, of
the innovation age have fomenred change and pur behaviours centre-stage.
These are behaviours related to learning, adaptabilisy, flexibility and team-
working. They are also the ditferent leadership hekaviours required at dif-
ferent levels of the organization and for different roles. For example, a
professional expert, though not a manager, may be required to lead and
direct a significant piece of change, while interacting with and managing
others across organizational boundavies — which illustrates that anyone,
anywhere, may be required to niove in and our of leadership roles ar dif-
ferent nmes.

The distributed leadership model also recognizes that innovation and
creativity can come friste’anywhere in the organization, It allows for indi-
viduals anywhere within it to have knowledge and understanding that is
a valuable input into decision making, MacBeath argues thar ‘distributed
leadership is premised on trust, implies a mutual acceptance of one another’s
leadership potential, requires formal leaders to “let go™ some of their con-
trol and authority, and favours consultaton and consensus over command
and control’. It is not a zero-sum game, where developing others diminishes
the power of those at the top, but ‘one where each can mutually reinforce
the other” (MacBeath, 20035).

What is the most effective way of leading people?

The importance of *behaviours’ as the means to bring about a culture
change was addressed initially through the concept of ‘the learning organ-
ization’. This is a theory of organizations as ‘learning systems’ in which
success depends on two key skills — learning continuously and giving
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direction. 1 believe this idea succeeded, but only to a limited degree; it
helped change artitudes and ger individuals to recognize the importance
of learning, It helped them see learning as something to take control of,
as opposed to it being something that is ‘done” to them through being
sent on a training course. However, this has had little impact on the way
people and relarionships are managed in the organization. This role has
been taken by coaching, which has increasingly gained hold as being the
most effective way of managing people and building working relation-
ships. Estimates in the UK, for example, suggest that coaching takes place
in around 90 per cent of organizations, with line managers being the main
deliverers, and the need to train them in coaching skills being a priority
(CIPD, 2009).

Other studies show thar a coaching style of management delivers benefits
that are manifested in better team relationships, enhanced self-confidence
and more general improvements o engagement, flexibility and commit-
ment. A coaching style of management is not about being the boss’, giving
direcrions, telling people how they should have dore it or jumping in with
the answer. Rather, 2 manager’s role today is.eften to enable, encourage and
tacilitate so that staff have a sense of conteoiZover their own work and their
own time, so they identify their own optiens and solutions to problems, so
they are involved in decisions and su-they learn and develop. A manager
may also work with an employeeion a more formal coaching basis, per-
haps to help that person develtp their knowledge or acquire a new skill or
responsibility.

It 15 unsurprising thatdeveloping managers’ ability to coach is gaining
such importance, as “‘command and control’ styles have a practical draw-
back: with leaner organizarions, managers do not have oume to micro-
manage and, with wider spans of control the new norm, they may have
insufficient detailed understanding of the technical aspects of jobs they are
managing. Morcover, coaching styles are transferable to different situa-
tons and, increasingly, managers must achieve results through people over
whom they have no direct authority, In these situanons they must influence
by using coaching skills rather than command,

The distributed leadership model, whose characteristics are ‘shared val-
ues, shared visions and shared understanding’, is the next step. Using coach-
ing styles as the main delivery mechanism, this leadership model enables
decisions and actions important to success to occur anywhere in the organi-
zation. It recognizes that innovation requires teamwork and collaboration
and that people at all levels must be able to spot trends and adapt to them.
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It also rakes account of structural pressures that are blurring organizational
boundaries and reporting lines.

The way we do things around here

For this strategic ralent development approach and distributed leadership to
flourish, they must be supported by the organizational culture,

We all know what we mean by culture but most of us have difficulty
defining it precisely. It is broadly the shared values and the collection of
different behaviours that, taken together, comprise ‘the way we do things
around here'. These can include rituals and customs such as going for a
drink with colleagues on a Friday night, as well as interacting through for-
mal management meetings. It can include the way one is expected to behave
on these occasions. It can be built on shared memories and experiences but
that does not preclude new colleagues being inductéd  into the behaviours
without having shared those experiences.

Organizational culture can be complex anf iYan vary across the organi-
zation. As Schein, an acknowledged exoéd® in corporate culture, points
out, “Wherever a group has enough ceiynon experience, a culture begins
to form® (Schein, 1999). Culture ¢aw reside at all levels in any system:
a country has its own culture, &% does a whole industry. There may be
an organizational culture buy undoubtedly, there will also be a distiner
culture for each department, group or team. Culture can also change
over time. As it affecisthe way people do things and make decisions,
somenmes changes wéed to be helped along to ensure the organmization
has the right culture in the right place. According o Schein, “There is now
abundant evidence that corporate culture makes a difference to corporate
performance.” This is a compelling argument for analysing culture and,
where appropriate, seeking to manage its development in a particular
direction.

Researchers agree that culture 18 more than *shared values’, vet values
are often considered integral to culture. Hofstede used the metaphor of an
onion to descnbe the manifestanon of culture ar different levels. On the
outside layer lie symbols (ie words, gestures and objects), heroes (ie iconic
representation of the admired in the colture), rituals (ic collective activities
and teachings), and finally values as the core of the culture (Hofstede, 2003).
Certainly, values have come to be a shorthand way of describing the culture
and I use the term in this way throughout this book. It is such a sigmficant
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issue that the next chaprer will discuss values, what we mean by them and
how they affect behaviour.

Key points

® There is strong evidence that employee engagement leads to berter
individual and organizational performance.

® Employee surveys are valuable tools for engaging people’s percepnions
and ideas. Use them to truly identify improvements and to understand
perceptions. Don't be selective in what you listen to. Benchmarking is
over-emphasized. Strive for your own high standards.

¢ ‘Command and control’ styles of management run counter to employee
expectations and are becoming impracucal. A powerful alternanve 1s a
coaching style of management where people are suvported, challenged
and developed rather than told what to do,

® The new leadership model acts through prowioting ‘shared values,
shared visions and shared understandisg®;

® Strategic talent development:
- embaodies this leadership approich;

— guides you to look ahead and align individual development with
future organizational\nieeds and business strategy;

- encourages you torecognize that innovation that will be pivotal to
success may occur anywhere in the organization;

- promotes employee engagement.
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The mathematics of values

What if different values appear to conflict? An example might be a simul-
taneous belief in ‘integrity’ but also in *success’. How do vou resolve a
situation where a small compromise of integrity will lead to a big gain for
success? The clue is in the name: ‘value’. These are beliefs and principles
to cach of which we ascribe a worth, which allows us to create a hierarchy.
So it is important to avoid formulations that appear to give the same value
to a long list of principles and to try to be more specific, such as ‘we will
never achieve success at the cost of our integrity’. This tells us clearly that
success and integrity are both values but that integrity is more important.

This understanding should also help in the selection of appropriate and
meaningful values and in how we express them. Extending the example, we
may want a value to be ‘customer focused’. Once we consider the relative
weightung of values and ask whether thar means we wioculd choose the cus-
tomer’s benefit over our own, we realize that ‘custofmer focused’ is a subset
of ‘success’, It 15 a means o achieving the latte®Onot an end in irselt. Thar
means it should be stated in terms such as *wi achieve success through being
customer focused’, which makes clear thémerarchy of beliefs. This sort of
value is not less important because it-is-a subset of another value. Compa-
nies that say they ‘strive for excellence in all they do’ or “strive to innovate’
are giving a clear message to their'staff, investors and customers about how
they achieve success and it daes help to guide behaviours.

Values are also frequently conditional, which is particularly relevant ar
work. For example, thedndividual usually believes in being loyal to the ream
or to the organization, but only on condition that this is reciprocated. So
being given a poor pay review or being passed over tor promotion may be
interpreted as breaking the obliganon. This 15 a problem for companies
because it is the individual who is in charge of interpreting what breaches the
conditionality, while their employer or colleagues may never be aware that
the bargain is broken. One of the most relevant problems of this sort arises
from perceptions of excessively high levels of reward accorded 1o bosses;
those lower down the organization hierarchy may feel that the requirements
for their conditional values of loyalty and honesty have been breached by
what they view as bad behaviour higher up.

There is a final problem with values that is useful to have at the back of
your mind; if Value A is more important than Value B, and Value B 1s more
important than Value C, does thar mean Value A 15 also more important
than Value C? The answer is that we don’t know, so it is best to make it clear
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when communicating values. Continuing the same example as above, sup-
pose another value is thar we ‘trear people with respect’. For the most part,
this is the same thing as behaving with integrity, which is our supreme value.
However, if times are hard we may dismiss staff in order 1o reduce costs,
therchy moving this value below our value of ‘success’. This tells us that
while values are both important and useful, they are also complicated. They
may form complex hierarchies, they may be condinonal (being sacnficed to
economic survival) and open to interpretation. So if staff must be dismissed
I will treat them with dignity and give them the best inancial package I can
afford. But in good times I may have felt that the value of treating people
with respect required me to retrain or reallocate people but not to dismiss
them. I have reinterpreted the value.

Giving values meaning

Take stock of what you want to achieve by kaying corporate values. It is
likely thar as an organizational leader youGiek a work environment thar
encourages behaviour that has positive eltécts on stakeholders and the com-
munity. You are probably aware that.2n increasing number of customers,
employees, regulators and legislatdrs are paying artention to the impact of
organizations on society. They will support an organization whose values
they idennfy with: whethir because they support its ethical standards or
because the brand imagd suits them sufhciently to buy the products or join
as an employee. Valuis; therefore, reflect what your organization stands for:
they encapsulate its personality and link it with its various stakcholders.

It is often hard to describe values briefly, yet being brief makes them
far easier to communicate effectively. The solution to this dilemma lies in
communicating concise catch phrases but always explaining them in more
detail. One of McDonald’s published values provides a good example.
It is headed “We are committed to our people’, which is brief and has a
comforting ring to it but is not very clear; so they go on to elaborarte: *We
provide opportumty, nurture talent, develop leaders and reward achieve-
ment, We believe that a team of well-trained individuals with diverse
backgrounds and expenences, working together i an environment that
fosters respect and drives high levels of engagement, is essential to our
continued success.” It does not make empty or meaningless promises bur
does express some specific aims and finishes by making clear that this is a
subset of success.
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Douglas Macgregor states thar organizations that have succeeded in
engaging everyone around clearly discernible values do not simply proclaim
their values; they immerse their managers as well as their employees in the
ideology to an obsessive degree (Macgregor, 1997). New members learn the
values of the organization through their imtial sociahization processes. Many
organizations, such as the BBC and the Guardian newspaper, have long-held
values, and emplovees are well versed and immersed in them. They act as
constant reference points against which people determine policy, interpret
challenges and dilemmas, and take decisions.

Guardian Media Group (GMG; www.gmgplc.co.uk) uses its values as a
reference point for all employees on a wide range of issues. They act as a
focus to pull people together and help o establish a corporate identity and
company loyalty; they help people know how to behave; they set boundaries
within which people can work = thar way you don't need a *do’ and ‘don™t
do’ list, or someone to say you can or cannot do something: it is obvious
and falls into place.

CASE STUDY

GMG is owned by the Scott Trust Ltd. 5 has a broad portfolio of businesses and
investments. Its core business is Cuardian News & Media (GNM)], which publishes the
Guardian and the Observer as we!l as the guardian.co.uk website.

The idea that businesseshave obligations to the sociaty in which they operate s often
thought of as a relatively 12w phenomenon even though many businesses, particularty those
founded by Quakers in 15th-century Britain, aspoused this view. At GMG an awareness of
the wider responsibilities of business has always been at the heart of what they do. The
Manchester Guardian was created to support social reform in the early 13th century, and
the athos of public service has been part of its DNA ever since. The editor CP Scott summed
this up in his 1921 leader marking the centenary of the paper, in which he asserted that
nevwspapers have a moral as well as matenal existence’. He bsted the essential atinbutes
he believed should form the character of & newspaper. He wrote that the most precious
possession was ‘honesty, cleanness (integrity), courage, fairness, and a sense of duty to
the reader and the community’. The Scott Trust later adopted these values as ts own; they
continue to inform the way in which GMG runs its business, operating GNM as a commarcial
enterprise while abways seeking to adhere to principles of decency and public service.

Since then, these values have acted as a quiding light and clear reference point in
shaping the style and nature of the newspaper and of the group as a place to work. Alison
Hall, Director of Change at GNM, says: ‘People choose to work here because of the
values. You know what is right and what is wrong and what fits with the paper's ethos,
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It does not need policing.’ This clarity enables people to adapt and act quickly, whether
in formulating policy or pursuing a story.

This values-driven approach is illustrated by the response of GNM Editor-in-Chief
Alan Rusbridgar to a quastion during a wisit to Norway in June 20080 when ha revealed
that he does not read all the tweets from purnalists before they are published: "l was told
that this could not happen in Norway as the editor-in-chief would insist on reading all
content’, says Rusbridger. ‘We are probably ahead of others as we devolve a great deal
of responsibility and freedom 1o our reporters. The idea of journalists publishing directly is
not a shocking one for us’ (The Guardran and the Dbserver, 2008-08).

This last example shows how clear values facilitate trust on the part of the managers
and, as a result, leadership is devalved to where and when it matters.

Where organizations do not have the long-held traditions of GNM, iden-
tifying values and making them mean the same thinis to everyone can be
problematic, one such problem being that organizdnons usually, and per-
haps inevitably, choose their values from a szl set of words or phrases
that can equally mean a lot or nothing. At %orst, empty phrases give rise
to cynicism and discontent, as people fincl-¢the organizaton does not live up
to its promises. The most common ‘walue words’ used in organizations are:
openness, fairness, integrity, hongSiy, respect, customer focus, team orienta-
non and creativity. Given thesé-difficulties:

How do you identify values and ensure everyone shares their meaning?
How can you achievextivis while also retaining flexibility for differences
across departments, business units and geographical location, where needs
may be rather different? How do you ensure that these words are not empty
platitudes and really mean something?

GNM again provides some answers to these questions. Carolyn Gray,
Group HR Director, receives reports from the HR directors of the individual
businesses on various aspects of HR. This includes evidence of how these HR
activities are aligned with Scott Trust values. She then presents an overall
report to the GNM board, including how effectively values have been upheld.
What is striking here is how it remains important to refer continually to val-
ues and be conscious of them, even when they have been in place since 1921.

At Standard Chartered Bank, values take the form of five descriptors: cour-
ageous, responsive, international, creative, trustworthy. The bank invested
considerable ime and effort into identifying these values through discus-
sion and workshops and using consultancy support to facilitate discussions.
Then, having homed in on just five words that might be expected to be
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2012). The point here is that those standards are clear, and as some com-
mentators remarked, they still hold true in many parts of the Corporarion.

To answer our earlier questions, these case studies
help us conclude:

e To make values suck, consciously work ar embedding them,

@ To establish “shared values’, constantly articulate and evaluare
behaviour. It is not easy for people to change their values, especially
when these are assoaated wath their national culture, bur they can
change their behaviour - and it is how people behave that brings the
values to life. Discussing these behaviours with reference to values
will help vou put a shared meaning on values, while also allowing for
cultural adaptations.

@ Check that vou actively promote organizational values through your
words and your deeds. Facilitate this where necessary.

@ Check thar organizational values are upheld consistently through all
your strategic talent development policiés-and pracnices, including
performance management,

‘Shared values’ represent an organizition’s long-term view of the world;
that 15, you cannot change them oo frequently — you need to make sure you
define them properly but thervhold your nerve with them and really embed
them to reap long-term beinefits. Having shared values in an organization
does not mean that e¥ervone has to have exactly the same view, but that
their views must be murually supportive and transparent.

A ralent and engagement strategy is benehicial in this respect. Drawing up
a strategy will engage you in conversations around the business, which lead
to insights that do not often emerge when you are caught up in the day-to-
day. These conversations are opportunities tor reinforcing your values and
generanng a shared meaning, One aim of a talent and engagement strategy
1s to join up your people processes and integrate them with business strategy
s0 that vour processes transmit consistent messages and influence consistent
behaviour. This too is instrumental in creating “shared values’. As we saw
carlier, a role of strategic talent development is to drive the culture and the
behaviours thar will lead ro sustainable success for your business. In an ideal
world, the senior management ream will actively support this, or indeed
your values will already be in place. Where this is not the case, be especially
conscious of the behaviours your policies may drive. For example, if you
need to drive teamwork or encourage accountability, communicate how a
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particular initiative will help achieve this. Eventually, as behaviours develop,
cultural values will become more evident and will take on a shared meaning.

As Charlie Mayfield, chairman of the John Lewis Partnership, wrote in
The Times, ‘putting emphasis on values is also a recipe for commercial suc-
cess. Companics that focus most on maximizing profit are often not the
maost profitable. That's especially true over ime’ (Mayfield, 2010,

CASE STUDY

Jack Welch, CED of the US General Electric Company for 20 years, wrote to shareholders
about four types of manager (GE Annual Report, 2000):

... about the four Types that represent the way we evaluate and deal with our
existing leaders.

Type |: shares our values, makes the numbers - sky's the Nmit!
Type Il: doesn't share the values; doesn't make th2 numbers - gone.

Type lII: shares the values; misses the numbeie - typically, another
chance, or two,

None of these three are tough calls, but Type WV is the toughest call of all the manager who
doesn't share the values, but delvers the «umbers; the ‘go o’ manager, the hammer, who
delivers the bacon but does i on the baiks of people, often kissing up and kicking down’ during
the process. This hype is the tounhest to part with because organaations always want fo deliver
~ it's in the blood - and to let sumeone go who gets the job done s yet another unnatural act.
But we have to remove these Type IVs because they have the power, by themselves, to destroy
the open, mformal trust-based cuffure we need fo wan foday and fomorow.

We made our leap forward when we began removing our Type IV managers and
making it clear to the entire Company why they were asked to leave — not for the usual
personal reasons’ or 'to pursue other opportunities’, but for not sharing our values. Until
an orgamization develops the courage to do this, people will never have full confidence
that these soft values are truly real. There are undoubtedly & few Type IVs remaining,
and they must be found. They must leave the Company, because their behavior weakans
the trust that more than 300,000 people have in its leadership.

Organizational success factors

As we have already discussed, clear values that embody what the organiza-
tion stands for, and that guide the behaviour of its members, is essential in
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today’s organizations where direct supervision and top-down control are
becoming increasingly difficulr.

Returning to the BBC as an example, their values provide the reference
point for establishing the performance standards thar make for success in
the enterprise.

Lord Reith, the first director-general of the BBC, laid down a definition of
the purpose of the BBC o “inform, educate and entertain’, In the newsroom,
for example, this definition is an important reference point giving ‘the news-
gathering team a clear set of standards to work to, which are set at the highest
possible level’. There is “a regular dialogue with the programme editors about
standards to be sure everyone is working to the same ends’ (Caplan, 2003).

Walmart is an example of a company that is trving to shift its corporate
culture across the world from one based on rules to one based on values.
The aim 1s to ensure that employees will ‘feel empowered and have the right
values so they can make the right decision. The thing thart will decide if
Walmart continues to be special as it grows around.the world is getting
these values across’ (The Economust, 2011).

Mowving to a values-dnven culture, and maistaming 1t once you get there,
raises serious challenges. How do you gerpetple to share values across the
company, perhaps also across the globe? icfore addressing thar question, we
must consider what can go wrong, so.ivat we can identify the pitfalls to avoid.
There is often a disconnection begiveen individual and organizational values,
or between what is publicly staved and how people behave. Such disconnec-
tions make it difficult for pecole to know what is acceprable. An example might
be a company thar has. among its stared values to trear everyone with digniry
and respect, but whose norms have permutted and perhaps even encouraged a
pattern of sexual harassment over a number of years. Do those in the organi-
zation know that the behaviour is wrong, but condone it nevertheless?

Business ethics and values

If we talk abour values then we should also ralk abour business ethics. Erhics
is a branch of philosophy that deals with what is right and what is wrong
behaviour, But it is not just confined to philosophers: we all make ethical
decisions every day of our lives. Some of these decisions are on a large scale
where we may decide whether to cheat, to steal or to lie. Most of them will
fall into more of a grey area where we can convince ourselves cither that
they are trivial or that we are doing no wrong. Such borderline decisions
may be about raking company property, on a small scale, such as pens or
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paper, accepting entertainment from a supplier that we know is meant to
influence a business decision, saving something in a meeting {(or remaining
silent) with the intention of gaining an advantage over a colleague, or maybe
failing to mention a relevant disadvantage of a product we are trying to sell.
There is a clear overlap between business ethics and values but they are
not the same thing, Some values will not concern ethics, but all ethics will
tall wathun your set of values. Values that are not ethical 1ssues might include
things such as being open with colleagues and sharing information or con-
tributing to the local community or always putting the customer hrst.

o TT———
CASE STUDY

A friend of mine was a director of a company trading in an African country. The company
sold its services in a number of neighbouring countries where(ii was often necessary
lo pay taxes or to have taxes withheld from payments befere il was certain how much
was due. It turned out that his company had overpaid *2 takes in one of those countries
and so he was seeking a refund from the authonbes. fieeting a senior executive of the
revenue authority in a smart city centre hotel ha'was shocked to be faced with a blatant
demand for a bribe in order to secure the relvase of the monies that were legally due to
his business under tha nation's tax code

His decision to refuse was based i an ethical judgement but it was also influenced by
the effect it could have on his combany’s culture. i he paid the bribe then it would have to
show in the records of his busindss and, at the least, his accounting staff would be aware
of it. What sort of examplziwould he be setting them? Once they could see that dishonesty
was officially countenanced in one context, how could he be sure they would not draw
the conclusion that dishonesty was ok in other contexts?

Decisions taken within an organization may be made by individuals or
groups, but whoever makes them will be influenced by the culture of the
company. Where such decisions have an ethical nature they wall also act the
other way, affecting the culture of the company too and therefore future
decisions. At irs simplest, once a decision is made thar contravenes your
declared company values, this makes it more likely that further decisions of
this type will be made. This is the “slippery slope’ argument.

Purtting aside the moral 1ssues of right and wrong, there 1s a clear busi-
ness case for ethical behaviour. The news media are full of reports of the
repercussions of unethical behaviour, ranging from phone hacking through
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bribery and false reporting of data to money laundering and misrepresen-
tation. The fines levied for law breaking usually dwarf the original benefit
and, where the bad behaviour is not actually unlawful, the loss of reputation
itself can be enormously costly, Beyond thar, there is the hidden cost of peo-
ple following bad examples from within the organizaton and feeling that if
it or its leaders can behave badly then they themselves have the same right.

Why do indmviduals behave unethically? One reason 1s the complexaty of
the issues leaders deal with, and the difficulty in many instances of determin-
ing which is the most ethical alternanive. Another is the pressure people are
under to perform, such that they start by cutting corners a little and, once
done, this marginally questionable behaviour makes it feel easier to cross
the next barrier. There are several systemic factors. One is the competition
for scarce resources; another the ease with which we slip into unethical acts
to gain a compentive advantage in the race for position or power.

Facrors relared to the dynamics of group and ream behaviour can lead ro
uncthical behaviour or failure to act to stop it. One-is groupthink,! which
can occur in a homogeneous group with a strong-leader. A second 1s the
presence of idealogues: individuals who view their own extreme positions as
‘right” and any opposing positions as ‘wrang’. A third is the organization’s
response to dissent. There are few incenvives for ‘whistleblowers’ or those
who try to expose unethical behaivur in organizations. Organizational
norms encourage ‘going along’ @nd discourage questioning the unethical
actions of others. This can qiiickly compromise ethical standards in any
organization.

Values and ethics azéor just abour having a rulebook thar people may
or may not look at. The organizanon must live its values; senior manage-
ment must sct an example, transgressions must be punished, values must be
talked about, Constantly examining and re-examining these issues must be
part of the regular conversations that occur around the organization. When
I worked at Alitalia as a voung trainee in HR, safety was, and | feel sure stll
is, the prime consideration. This wasn’t just a written statement, bur was
reinforced ar every opportunity, through formal corporate communication,
through informal conversations, and through practices and processes and
how these were implemented and controlled. This might seem obvious, but
my point is that safety wasn't separated out as a responsibility for just those
directly involved but was part of the worldwide fabric of how things were
done ar Alitalia, and which everyone was conscious of, whatever their role.
It permeated evervthing that was done and what people said and did and
how they thought. It was part of the general conversation. There is a com-
mon expression that it is not enough to ‘talk the talk’, you must also *walk
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How can the leaders of an organization build an ethical
climate and embed the organization’s values?

There are a number of steps:

e Foremost are the actions of the strategic leadership and the way they
deal with ethical issues. The pattern of top leaders’ behaviour
determines organizational values. Top leaders should regularly review
their own actions and communications in the light of the
organization's cthical codes and espoused values, They should
consciously seck to discuss valoes.

® A second step is to make explicit ethics policies, through the firm’s
employment policies, but perhaps additionally by drawing up an
organizational ethical code, or by signing up to one. An example
of the latter is the Principles of Responsible Investment, This
UN-backed initiative, which now has over 1,100 signatories, is a
network of international investors who work together to put into
practice the six principles that make up thecode. Whistleblowing
policies are important, especially paying/'consideration to how
these are implemented and the waylncople who use the policy are
treated.

e The next step is to increase awareness of how to apply those
ethical codes. Traming in how to deal with situations with an
ethical dimension, andhow to anticipate situations that involve
ethical choices, can go a long way towards ethical institutional
practices.

e We also need to know what is acrually going on in the
organizarion. This requires a culture where full and accurare
informarion is passed upwards through rhe hierarchy and where
individuals are not frightened to convey bad news. However, it
also relies upon more senior managers asking probing questions
and not using the answers merely as a reason to chastise or
punish. When probing questions are used ro bully people, it stops
the flow of useful information. The information passed upwards
helps to inform sound management decisions, but should also
support ethical behaviour and allow the strategic leader to know
when or where there are potential ethical breaches so that
corrective action can be taken, It s a real danger that when
unethical behaviour is unnoticed, or unpunished, members will
assume thar the organization’s leadership condones it.
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What happens when, as an organization, we fail to live
up to our values?

This can happen because we were not serious about them in the first place,
which is the negation of everything discussed in this chapter, or because
individuals subsntute personal and unacceptable values for those of the
organization, Typically this occurs when individuals sacrifice integrity for
personal gain. In such cases, as long as the organizanon reinforces i1ts values
by disciplining the individuals, or at least stating thar they were wrong and
that such behaviour will not be tolerated in furure, 1ts values are mracte.
However, if it fails to do this and therefore implicitly adopts the ‘new values
or if the breach was so widespread that it had become an organizational
value, then there is a problem: if the organization fails to repudiate bad
behaviours, its claimed value system is a dead letter.
Somenimes, ethical dilemmas are subtle.

¥

Example: many European businesses operate paymient terms of 90 days
regardless of the fact that suppliers’ terms arc-otren 30 days. This
often conflicts with the organization’s stated values of trust and
integrity. How can you build trust and-att with integrity with regard
to your contractors and suppliers asithese circumstances?

Example: many organizations enéolirage personal ambition and the
single-minded pursuit of personal reward. How does this reconcile
with people whose religious upbringing has taught them thar there is
virtue in charity and abstinence?

Example: it is not sisual for pharmaceutical and cosmetic companies
to give less prominence in their advertising and promotion to
unflattering studies of the effectiveness of their products than o
studies that appear to show favourable results. Or they might avoid
carrying out studies that could be unhelpful to those promotions.
Does this behaviour cross the line of what 15 ethical?

Identify practices such as these that might sit uncomfortably with your val-
ues. Discuss them openly, and pull actions back into alignment, if you can,
Take action with people whose performance is straying from your values,
but equally this will help them decide if they do not like the way you are
interpreting the organization’s values.

Keep values in the consciousness

Recruitment, performance appraisal, development and pay should all reflect
and reinforce the organization’s values and ethical codes. Increasingly,
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organizations are expecting people to exhibit how they uphold the firm’s
values through the performance management process. In some cases, the
person’s final rating will depend not just on whether they have met their
objectives, but on evidence thar they have also upheld the firm’s values.

Above all, values must be discussed regularly and openly. At leading PR
firm Burson-Marsteller, for example, discussions on the firm’s values and
what they mean to people in different parts of the world can be accessed
easily through the firm’ internal social media. These discussions keep the
firm’s values in people’s consciousness but also enrich global working, help-
ing people to improve their understanding of each other’s cultures and ways
of operating,

Key points

® Shared values, shared visions and shared undersianding set the
boundaries for people to take decisions and-&oow whar is expected of
them.

® Values must be meamingtul and, whers they are usually expressed in just
a word or phrase, must be expandic upon so that people know what
they mean.

® The firm’s values must be coinmunicared and discussed regularly and
openly to keep them in people’s consciousness and ensure that there is a
common interpretation of them.

® Make ethics policies explicit, through the firm’s employment policies,
but additionally by drawing up an ethical code, or by signing up to an
existing one.

® Recruitment, performance appraisal, development and pay should all
reflect and reinforce the organization’s values and ethical codes.

® Values must be lived, not just talked. This applies to everyone, from top
to bottom. The organization must act when it fails to live up to them,

® FEthical behaviour is intrinsically rewarding. This will lead to better
results,

Note
1 The term “groupthink’ was coined by Irving Janis in 1972.
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s trategic talent development that includes the entire worktorce delivers
what your business needs to meet the rapid changes in markets, technol-
ogy, society and techniques that characterize our global business environ-
ment. The four-point framework (Figure 3.1) will'belp you achieve this. Its
four points address the challenges of the new @World business environment,
and guide you through the process of drafufig and implementing a people
plan that will position your business s> survive and prosper through an
engaged, flexible and talented workiorce. Without an appropriate process,
your vision and transformation eftdrt can easily dissolve into a list of con-
fusing, incompatible and time:Consuming projects that go in the wrong
direction or nowhere at all,

In the Introduction, swe'considered the broad business environment at the
macro level. | now rum to how these changes translare into boardroom con-
cerns. I then show how the four points of the strategic framework address
these concerns. | feel it is important to make this direct link between the four
points and the strategic needs of the business to emphasize that strategic tal-
ent development is business driven. | then give an overview of the four-point
framework.

The relevance of the four-point framework
to the new world business environment

The starting point, therefore, is to ask what the business needs: or, indeed,
what's keeping C-level executives' awake at night?

Three of the biggest boardroom challenges thart strategic ralent develop-
ment must respond to are: the speed and unpredictability of change, the
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FIGURE 3.1 The four-point framework shows the steps to
develop your talent and engagement strategy

the constant need to manage ttom line, especially in light of ever-
rising costs. Let’s look ar ore closely.

The speed and uspredictability of change

Change brings opportunity but it is strikingly the fear of missing opportu-
nity, or of seeing the opportunity but being unable to take advantage of it
quickly or smartly enough, that is the prime cause of insomnia for today’s
C-Suite executives.

Hard evidence to support my own anecdotal evidence comes from IBM’s
survey of 1,700 CEOs and senior public sector leaders from around the
globe (IBM, 2012). This found that ‘technology now tops the list of exter-
nal forces impacring organizations. Above any other external factor - even
the economy — CEQOs expect rechnology to drive the most change in their
organizations over the next five vears' and “While CEOs are invigorated by
the opportunities, they also fear falling behind, given the pace of technology
change.” According to this survey, 84 per cent of organizatons that out-
perform their peers ‘translate insights into action better than industry peers.
73 per cent more outperformers excel at managing change...’.

O
increasingly serious cmmucn&?&iling to manage risk effectively, and
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PwC's Global CEO Survey in 2012 also supports my view: ‘One in
four CEOs said they were unable to pursue a market opportunity or have
had to cancel or delay a strategic initiative because of talent constraints,
This survey also reports that *despite weak confidence in global economic
growth, CEOs’ confidence in their own organizanon’s growth prospects
was significantly higher® (PwC, 2012). Clearly, strategic talent develop-
ment 18 urgent, as well as important, if organizanons are to achieve top-
line growth.

In today's technological, connected world, sigmbhcant change, shaped by
leaders’ strategic vision and encouraged by the organizational climate, may
emerge from a team or an individual anywhere within your orgamization.
The inspiration or insight for a new product or market or way of doing
things may come from anyone. The ability to take rapid advantage of it
must come from everyone,

The first questions we must address, therefore, are; How can we creare
an environment that empowers people to spot oppactunity? How can we
engage people so that they will act on the opportuiiry?

Risk management

This discussion takes us into the risk 'management arena. What is the risk
to the business of pursuing this doportunity? What is the risk of not doing
s0? Do we have the people whia can take this opportunity forward? Whar
impact will it have on others? Will it lead o infighting berween different
factions and departmenis? How will those who are currently pre-eminent
react to this upstart 1déa? How will it disrupt an existing market and value
network, or displace carlier technology? Who will block this decision? Who
will support it?

There are probably other questions but these are the key talent ques-
tons to which there are two answers: firstly, businesses must create the
cultural conditions for change and strategic innovation; secondly, busi-
nesses need a deep, current understanding of the people they employ, of
their functional and behavioural capabilities, their experiences and their
aspirarnons.

Brand reputation is another area of risk that is increasingly coming
within the scope of a ralent and engagement strategy because Web 2.0
technologies form a corporate communications frontier, In the past, com-
panies would identify one or two people who were authorized to speak
to the press, to investors and to suppliers. The company’s public image
could be centrally controlled. Now just about everyone is interfacing
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with the outside world through Facebook or MySpace or Twitter or
LinkedIn or specialist forums or personal blogs. This exploding use of
social media is not just changing the way an organization manages its
brand. It is changing people's attitudes: they are more used to sharing
informanion, hungrier for it; and it 1s encouraging people to be more
open about themselves and about what they are working on. An old-
world response would ban such communication to preserve confidenti-
ality; the new-world response is to ensure that people understand what
is commercially confidennal so they can use these media withour giving
away trade secrets. In the old world, information was power, so people
kept information to themselves. In the new world, power comes from
sharing informarion.

The bottom line

Another big concern in the C-Suite is, of course, the concern to grow the
bottom line. This brings us back to the discussion(ity’ Chapter 1, where we
looked at studies that show the correlation betwien high levels of employee
engagement and higher productivity, and thattherefore provide us with evi-
dence that implementing strategic taleniUevelopment will directly impact
the bortom line.

What does success look like?

The four-point frame@airk will help you address these fears, so that the fol-
lowing are embedded in your culture and become *how we do things around
here'.

Seize opportunity

For an organizanon to seize opportunity, it requires:

o A workforce with the skills of learning and unlearning so the
organization has the agility to move rapidly into new markets,
or new products, ‘Unlearning’ means you not only adopt the new
but also stop using the ourmoded: these can be difficult habits to
break.

e A workforce empowered to spot opportunity from wherever they are
in the hierarchy, and from whatever position. This, in turn, demands
frequent clear, open and transparent communication within the
Organization.
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FIGURE 3.2 How the four-point talent framework responds to
business challenges

® A culture thar values everyone’s role and contribution, recognizing
that all roles are interlinked and does not allow one function 1o
regard itself as superior.

® Everyone to be taking a future-oriented appro@ch so that they
recognize an opportunity when they see it

e An emphasis on innovation, where inpdvition doesn’t just mean
small, incremental improvements —il%ese are just part of being a
dvnamic organization. ‘Innovaticwis about finding new ways of
combining things generally. Innovation means offering things in
different ways, creating new combinations’ (Porter, 2012).

Manage risk

To address the nisk welated to having appropriate resources of skills and
capabilities the organization must:

e Focus on the future so that needs are apparent early.

® Have processes for developing the capabilities it is likely to need in
the future.

® Have an understanding of the workforce, of each person’s skills and
abilities and, importantly, their aspirations. This makes for faster
decisions abour who can take on new challenges. It also helps engage
those who are required to maintain and evolve existing activities
(Figure 3.2).

e Employ open communication and trust, to manage reputational risk,
These are brought about by clear values that ser boundaries, and a
culture that brings all employees close to the business strategy.
Encourage people to derive the inspiration and ingenuity social
media provides that leads ro innovation and fexibility.
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FIGURE 3.4 How the four-point framework responds to the
new-world environment

Employee
engagement

NOTE The diagram helps to give a sense of di
are mary linkages and different ines of

@%
The four-point tramework
N

and sequence but reality is complex and there
k.

Let’s now take an overview of how to make all this happen (Figure 3.4},

Focus on the future

A business has many straregics that interconnect and integrare with the over-
all business strategy. The same is true of visions: there is an overall vision for
the business, and each function has a vision including, of course, talent devel-
opment. It is rather like nesting Russian dolls. You are presented with one
doll. When you open this, vou find another within, another within that, and
so on. Each conforms to the overall design but may have different painted
features. The different strategies thar come within your talent and engage-
ment strategy — for assessing, developing, deploying and engaging people -
are connected through an overarching stravegic ‘focus on the furure’.

A focus on the future sets the strategic direction around which people
turn strategy into action, and are empowered to spot opportunity in the
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outside world. It also, through articulated and defined capabilities, creates a
common language around success.

Let me illustrate this: FSB is a fund management advisory business. They
consider the challenges ahead and identify that with the eurozone still in
difficulty, most investment opportunitics will be in the Asia-Pacific region
and the other nising markets with scalable businesses, They anticipare that
their exisung chents will become more demanding about the guahty of
advice and information they receive before deciding whether to invest in
new markets, They are likely to be more discerning, too, in assessing the
people who run the funds in which they are considering investing. They
will probably be looking for longer-term returns than has been the case
until now. What capabilities will FSB need to meet these challenges? They
will need to develop their knowledge and understanding of the Asia-Pacific
region, and of the other rising markers. I class this as ‘functional’ capability.
They will also need to develop their behavioural capability around some key
arcas: being open to new ideas, and future-oriented-vhinking, for example
to be able to spot the right time to move into ditterent markets, and with
which products. Sophisticated client orientatiéo and negotiation skills, for
sure, will be needed to deal with new and more discerning customers, for
example to surface the client’s real needssid help them think these through,
or to work out solutions that will b¢ i the interests of all parties. So FSBs
functional capability profile willinciude ‘knowledge and understanding of
the Asia-Pacific region, and of the other rising markets’. Their behavioural
capability profile will include: client orientation, negotiation, being open to
new ideas, and future-gaignted thinking. These capabilities must be commu-
nicated and defined so that they are clearly understood. They then, in effect,
become the organization's success factors: ‘the skills we must master if we
are to achieve success’.

This enables managers to know how to select people for different roles,
set expectations for performance, assess performance, give feedback, and
support development. It gives individuals a clear understanding of what is
expected of them, and enables them to plan their own development and
their careers.

Clear success factors that, alongside capabilities, include visions and val-
ues thar are truly ‘lived” in the organization set the boundaries so thar people
know how to act, how 1o take responsibility, how to take deasions, and how
to develop their roles and themselves. It becomes the defaule culture, which
drives behaviour and performance. It takes the place of ‘eyeball’ manage-
ment, or top-down direction, which are no longer possible in the new world
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