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. HR and Business Transformation

Ask yourself this question: what function in your company is ideally suited to leadcorporate culture
and business transformationBtrategic Planning? Finance? Marketing?

Qu
(@)

)y £ UT O AT ¢QsuhvoukdAike@e, Bedn the minorityx ET  OAA OEA £OT ACET 1
yet are continually reminded of its limitations. When is the last time you saw HR lead a major

corporate change or, for that matter, play a significant role in shaping company strategy? In most
cases,i00 EO OEA #%/ 10 1T OEAO OATEI O AGAAOOEOAO xEIT AT
1A060 CAO (2 11 AT AOAoS

It is not, of course, as if the strategic potential of HR is unrecognized. For example, John Boudreau

and Peter Ramstad (2007) made acompellinC AOCOI AT 6 A O Al (2 OAAAEOEI 1
a comprehensive framework for how strategy can be linked to talent decision-making to enable

more scientific and precise enablement of business strategy. Similarly, Dave Ulrich and Norm

Smallwood (2003) have called for HR to move away from simply providing support for executing

OEA 1 OC AjtrategAt@nard driing strategy itself.

But my experience and those of other academics and practitioners suggests there remains a

significant gap between theory and practice. For example, a survey conducted in 2006 of chief HR

(CHRO) officers at 188 organizations worldwide found fewer than one in 6 CEOs assigned a

OOOAOACEA EIi Dl OOAT AA Oi OEA (2 x=O1 AOGEITT8 'TA (2 O

played no role in developing business strategy or simply implemented the strategy once it had been

developed.

How can a function that purports to be the steward of talent be held in such low regard when it
comes to strategy? In theory there is no more well-suited function to manage and lead complex,
strategic, and enterprise-wide change. After all, change is fundamentally about people, and no other
function has the information access, enterprise perspective and people processes under its purview
to do so. Yet what HR lacks as a change agent is legitimacy. And leaders, employees and

shareholders are the worse for it. So the question is begged: Are there more systematic, rigorous

! From Defining Critical Skills of Human Resources Staffé = | & dzNBS& 2F [/ KAST | dzYl y wSa 2 dedtldeSessh TFAOSNI GA
and9 BARSYOS . aSR | dz¥ly wS Z02ehd0rfodate ExbeutiteRdar® G A G A 2y SNR& DdzA RS
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and data-based ways in which the peoplesysten that is, the sum total of the standards, processes,
tools, frameworks and practices that make up how people are hired, engaged, developed, deployed

and led in the enterprise 7 can enable business and culture transformations?

I believe there are. People systemaan be architected drive change. This is not just theory. The
framework and methods described here have been successfully implemented in companies like
Microsoft and ITT. They are not based on new management ideas or fads but on familiar tools like
competency models and job family definitions that have been around for 50 years2. What is new
and different is how these tools have been refined, implemented and combined with other tools to
form a comprehensive O1 B A O A O E 1fd alignidgddleAt kodusiness and change strategy. Based
on research on employee engagement and exciting advancements in cognitive science, the approach

laid out here is based on two simple and powerful ideas:

D! EEOI 50 OAI AT O 1 AT ACAI AT O OUOGelelart ané@® AT CAC
to questions they care about, such: aghat doessuccess look like, how do | get ahead in my
career, and whais theworkforce capableof given our particular strategy and culture.
AND

2)! EEOI 860 OAIT AT O 1 AT ACAT AT O OQUOOAI 106060060 AA AA

efficiently allowsit OT  ET1 T x Qabdut whad@iakiliEes it hasand needs and in

what quantity, and how theseelate to existing jobs.

What is presented here will not transform HR practice or organizational life overnight (I would be
skeptical of any approach that claimed as much). It will provide HR leaders with powerful and
foundational levers for shaping the way an organization thinks about and engages in change. In the
pages that follow, [ lay out what integrated talent management (ITM) based on career models is and
why it matters, as well as what some of the challenges and pitfalls are in developing and
implementing it. [ draw upon my experience as a practitioner in both corporate HR/OD settings
with companies like Microsoft and IBM (Lotus), and as a consultant at Mercer Human Resources
Consulting and in our own boutique practice. [ hope the reader will take this overview as a starting

point to a longer journey exploring the ideas laid out below.

To begin, it is worthwhile to come back to the opening question: Why is HRan afterthought when it

comes to strategyThere are three main reasons, eachi x ET C  @rbfesiodabciture and

>The theory and techniques for developing competency models were actually developed in the 1940s in the US Army.
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historical legacy. Understanding these contexts makes understanding why an approach based on

the two ideas above is relevant and timely for HR.

.1 Service orientation

The HR profession shares a cultural model of service that fundamentally undercuts its ability to be
strategic z that is, to act in the long term interests of the corporation as the steward of its strategic
agenda as well as its key resource, people. Instead, HR management (HRM) is often implemented by
asking clients what services they want. This reflects a service delivery paradigm that fundamentally
limits potential strategic impact because it assumes clients know what they need (Boudreau and
Ramstad 2007). This model plays out in many ways, notably through how HR departments
operationalize HR strategy through functional silos, how they sacrifice being strategic for the sake
of expediency in order to meet (perceived) client needs, and in the formal and informal reward

structures through which HR professionals are compensated, promoted and developed.

For example, in many companies HR designs programs and supporting tools in relative isolation
from each other. Each function (recruiting, training, compensation, etc.) traditionally tailors well-
meaning programs targeted at specific issues that solve immediate needs, such as pay-for-
performance schemes, management development programs based on generic success criteria, or
localized employee selection practices based on idiosyncratic ideas. While perhaps important to the
clients that ask for them, such programs by themselves are not sufficient to achieve or sustain any
large scale strategic objectives of the corporation. And in some cases, the programs may operate at
cross purposes with other parts of the HR system or the overall corporate strategy. Consider this
reflection from senior executive client of mine at a large, global company3:

&2 S R Z2ibleliob af jGdiidg potential. ¢ KA & &G NIia Ay 2dz2NJ NBONMA GAy3 &dea
the big company disease of interviewing for specific existing skills. It ends with a review process which is

virtually 100% opinion based and contributes to employees feeling it is more important who you know

and how much noise you make in order to get ahead. The complete people management system is much

too complex. Different parts of HR have been adding different elements into the system for some time.

Mid-Year discussion is different from Review is different from People Review, which is different from

Bonus Star, which is different from SPI, which is different from VP bonus, S (i O X 9F OK 2F (KS&as
YIEyYyFraSYSyid Y2RS& KIa RAFFSNBylG G22tazx OFtSYyRIFENEX |

Another example is in how HR leaders sometimes choose quick and easy solutions to client
problems at the expense of more thoughtful and systemic interventions. One example is the

reliance on best practices to craft identical solutions even though their own company or business

® The name of this company is withheld, for obvious reasons.
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context might be very different than the best practice case. 00 1 1 OOET C séhiticghs8 OEA OEAI
OOAE A Orgénhric tompgetencies to try and drive performance improvement (discussed in

more depth below). And yet another example is in how HR rewards its own. Every HR function |

have worked in or consulted to has done so, either exclusively or primarily on the basis of how well

the HR professional served the (perceived) needs of his or her clients.

|.2 What Account for What? No standards, much contradiction

There is no HR ontology or common decision-making framework for measuring and valuing the one
resource for which HR is fundamentally responsible: people” U O1 1 Onhednla Ghivdrsal
taxonomy for classifying work, people and their capabilities in the same way that, say, classifying
expenses, defining amortization, or allocating assets exist in accounting or finance (Boudreau and

Ramstad, 2007). This is one reason why organizations still struggle to establish a single source of

OOOOOEO® A&t f€ thechnhpany dndDwhat they do (Forrester Research, 2009). Despite the
efforts of enterprise resource planning (ERP) and customer resource management (CRM) systems,
O Evého dbes what, wheréiow, and whyproblem remains because of the lack of a universal

taxonomy for classifying work, people, and their capabilities+.

In the same way that cash flow is for finance or brand or message is for marketing, there is no

common methodology that allows any HR function anywhere to assess, develop, measure and

deploy talent using the same logic based on an acknowledged body of knowledge (Boudreau and

Ramstad, 2007)5. Thisisnottosay( 2 AADAOOI AT OO0 Akkdndntethdd@oBiesBAAT A x |

there is no consistent, grounded, and evidence-based standard for doing so. Too often the

OAOEAA] AAD uhdedyingPh CEEA G OAE AAOT AO 1 OCAT E Uphlokoply 8 O OAT Al ¢
AAOGAA 11 OOOPAAO OOCAEAT AAG t4stAd eBondify hvelntdhi®@ @ x OOA |
base hiring decisions), or fashion informed by limited or anecdotal case study data (e.g. O O B

COAAET co6 ADPPOI AAEAOG O1. PAOA&EI Oi AT AA 1T AT ACAT AT OQ

* Forrester Research (2009) claims strategies are evolving for so-called master data management solutions related to the employee life cycle.
However, solutions that do not address the fundamental data model issue underlying master data will continue to vex HR regardless of a
particular technology implementation or database scheme.

® This is one reason why the HR function is so subject to fads, the latest being the current obsession with social media. This is not to argue that
there is no place for social media in HR strategy. It is simply to say HR adopts trends and technologies without an underlying rationale and
philosophy for why these trends should be deployed or how they would be helpful to the overall mission of the enterprise (beyond, of course,
simply satisfying client demand).
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Part of the reason for this is that the underlying academic literature on the impacts of HRM, or on
underlying social and psychological phenomena such as motivation, group dynamics, personality or
organizational culture (to name but a few) is inconclusive®. This leaves practitioners and business
leaders free to draw up their own theories or use their own experience to make consequential
decisions about people. For example, if you ask any senior executive what is their theory of human
motivation, you are liable to get very different and, in most cases, very unscientific answers (though
perhaps offered with impassioned anecdotal evidence for why they believe their theory to be true?).
In the same way non-engineers conceptualize how common engineered processes in the home

work - that is, with wild inaccuracies (Kempton, 1987) - in the absence of clear scientific evidence

IO A POAOAEIET C AT AU T &£ ET1Tx1 AACAh OA&ITEG xEOATI R
HR strategy-making and impact difficult. Combine that with a ask-clients-what-they-want mindset

AT A TTA AAT AACET O OAA xEU (280 AAEIEOU O EIi PA
I £ 1 OEAO AEOCAEDI ET AOh i bOIl A0 OOAT A ibGsin®sEl 1| E OEAT
efficacy.

I.3 Guarding the castle means not taking risks

Anotherreason £l O (28 O OO hAshoAigviatA its Aidk kg dn@nlt Z0dcompliance
orientation./ x ET C @nHustfiaRafidabor relations legacy for managing and accounting for
factory labors, throughout most of its history the primary task of the personnel function was to
prevent the corporation from being sued, or to ensure it complied with the statutory employment
laws of the state, including those mandated by labor agreements. Competence in these tasks has

created a shared mindset that inhibits risk-taking®.

® For example, there is still an ongoing debate on whether human resource management (HRM) activities have any significant business impact.
While several studies have established such a link (e.g. Huselid 1995,1997; Pfeffer, 1998), it is difficult isolate causal variables that establish
what accounts for what. For example, Huselid, Jackson, and Schuler (1997) found that when firm historical performance is included as a control
variable in their data correlating HR capabilities and HR effectiveness with business performance, many of the relationships between HRM
practices and performance are diminished, and in some cases disappear. Guest et al. (2003) also found a strong positive association between
their HRM index and firm performance, but the relationship disappeared once previous firm performance was included. And Bassi and
McMurrer [2007] found it impossible to isolate a single set of metrics as equally important drivers of business performance across organizations
(or even within a single organization at different points in its evolution).

71 owe this analogy to a personal conversation with John Boudreau.

8 About CIPD: Retrieved from: http://www.cipd.co.uk/cipd-hr-profession/about-us/

% | recall a senior legal executive at Microsoft arguing why the company could not publish its competency and career path framework as the

foundation of its integrated talent management system because once a standard for employee performance was publically established the

O2YLIl yeQa SELRAMINE (2 flsadAaida OfFAYAYy3I AyO2yairailsybtrueidmblégdl GAZ2Y 2F
LSNBLISOGADGSE GKAA | ySOR2(GS -tayinRGriA darBphidBdzby tide fSrévailingVe@adiclimateJLIS G A 1S F2 NJ NR a3
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As a consequence, the collection of tasks and actions that over the years come to shape what HR
people do (set policies, establish procedures, administer benefits, adjudicate employee disputes
based on established rules, etc.) shape the mental models that make up the shared mindset of the
profession!0. A compliance-oriented and risk mitigation mindset, however important, is
fundamentally orthogonal to driving strategy. Add to this the transactional burdens of running
payroll and benefits and you can see how HR executives are faced with a formidable task: keeping
the transactional machinery running while at the same time trying to transform the business and
workforce through strategic processes. Often these competing interests mean the strategic

initiatives wind up on the back burner (Gartner Research, 2009).

Il. Integrated Talent Management based on
Career Models

In the mid 1990s, HRM researchers began to recognize that the impact of implementing a collection
of talent management practices was larger than the combined individual effects of those practices
(MacDuffie, 1995). Nonetheless, integrated talent management (ITM) today remains the exception

rather than the rule for most companies, mainly for the reasons cited above.

ITM is a framework whereby all aspects the OD AT D1 A OUOOAIT a&ligns $uQdinan®i CAOEA O
reinforce the business strategy or change through a common platform of standardsenabled by

common processes and toola.the simplest terms, it means a company hires, develops, promotes,

deploys and rewards using the same criteria in consistent ways across the enterprise. In even

simpler terms, ITM based on career models is like havinganOEO ET T A £ O OAI AT O 1 AT A«

What do I mean by that? If you accept that ITM is fundamentally about integrationit, the key
question becomes on what basis doegptimal integration take place?Like the iPhone integrates

multiple functions (phone, music, camera, apps etc.) on a robust operating system, optimal talent

°There is ample evidence from cognitive science showing how common tasks and professional orientation shape how people make sense of
their worlds. For a fascinating review, see Quinn (1997).

! It may be useful to look at what ITM is not since there are many competing definitions atthe moment. 5 SALIA S 6 KI G & SF NOKAYy3I 2y
GFtSyid Yyl 3 SITiynité tectinblbgy sol@idn Féctiddogy that integrates HR processes but lacks an underlying data model

and standards architecture simply masks the ontology problem. ITM is also not a process model for linking OD work ¢ like organizational design

¢ with talent, as Morgan and Jardin (2010) have suggested. Nor is it another version of strategic workforce planning, using advanced analytics

i2 RSLIX2& GFftSyldd 2KAtS LINBRAOGADS | ybéhbvidril an@capability-baked Hellristidfa@ DNJ A f Q F2NJ |
understanding what constitute talent, no amount of process integration or analytics will be sufficient to strategically align the actions of the

workforce to a desired fundamental change.
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managementintegration takes place when a coherent operating systenof standards is in place to

integrate the many disparate OA D D1 E AhéAt @&ké up thétalent management system.

Many companies (GE, Motorola, SkyChefs, Southwest, Pepsi, to name but a few) use competencies in
a central way across most of their talent management processes. But few companies have organized
competencies into career paths covering all functions and made career paths the operating system
platform for all talent management. And when talent management processes are integrated using
career pathmodelsj | O OEI Bl U O MALQARbAsthess Idaderd $udiéni have a powerful

platform to drive change. There are 3 reasons why:

1) Career models provide comprehensive developmental workforce architecture aligned
to the future state to underwrite all talent processes, from hiring through leadership
development and pay.

2) Career models provide an employee engagement framework based on career
transparency and development

3) The developmental benefit of career models provides a foundation for strategic

workforce analytics

I1.1 A developmental workforce architecture aligned to the future state

The power of career models resides at the nexus of these two key concepts: development and

future state8 expldDe@0h in more detail.

A Developmental Architecture

Career models are a platform for developing talent anchored by three constructs: functional career
paths,competenciefexpected resultsand key experiences (figure 1). The system is
developmentally comprehensivgéecause each component provides a foundation for the other:
career paths define what a prototypical functional career looks like in terms of sequential stages.
Each stage consists of common elements like scope of work and expected impact derived from the
underlying job taxonomy!3 . Career stages frame key experiences, which in turn build competencies

OEAO AZAOAI A xEAOGO AODbAAOAA AO AAAE OOAGAS

2 The origin of career models comes from the competency and adult learning literature, as well as from Charam and his colleagued Q ¢ 2NJ i D9 ®
C2NJ Y2NB AYTF2NNI (A2 Y keadarBibPripélifel NI Y 'y R 5NRGGSNDA

B If no taxonomy exists, as is often the case at our clients, the research and development of career stages provides the framework to create the
taxonomy. Thus the very definition of career stages provides the organization with a robust jobs architecture.
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Figure 1

Build leaders and drive change:

A Powerful and Integrated Talent Framework

- @IP

...Competencies drive results
and on-the-job performance...

Purpose:
Build Leaders

Purpose:
Connectbusiness
and change
i initiatives to talent |
= | through behavioral |

standards

..career paths and stages define the
results that build experience... oo

Purpose:
|« Engageemployees
| = Frame theleadership pipeline
| = Define success for different functions
.\ andjobs
i = Segmentthe workforce to manage
i payandlearning

1) Functional competencies define success factors and expected results for a given function. They
differ from typical competencies in several ways:

a. Natively developedWhile some of the labels might sound familiar, these arenot OAT T E 6
CAT AOE Ahe DB ADIEEE A IBboBAMpAténdes, Aifdle expedient, have little
value in business-aligned change efforts, and in some cases may hinder change by rooting
people to standards misaligned with the strategic direction of the business (e.g. emphasizing
individual results when collaboration and teaming are critical, or defining innovation in a
way not aligned with how the organization culturally conceptualizes innovation.)4.

b. Career model competencies specify differentiating behavior z that is, behaviors exhibited by
outstanding performers. As a performance and development standard they encode what the

critical standards of success are by function.

 For example, ask yourself, what strategic value does a competency like Communication have when accessed from a book? How would this
competency specify anything unique or aspirational about your company or help execute your strategy in a way that is differentiating with
respect to your competitors? How would it help you improve your business performance in a way that is culturally aligned to your company and
different from any other company that also uses this same competency? This is a clear example of how for the sake of expediency the HR
function (or the leader who insists on such competencies) sub-optimizes strategic alignment.

© 2012 Ontos Global LLC. www.ontosglobal.com. Reproduction without consent prohibited. Driving Change Through Career Models - 10
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c. They include expected resultsThis is an important innovation form traditional competencies
because results provide an output standard. This standard is important for several
applications, such as calibrating team performance goals, or as in input into merit pay.

2) Career paths are made up of
a. Career stageshat define successive levels of competence and expected results by
increasing job/role requirements for a function
b. Vertically integrated competenciesO6 AOOEAAT 1 U ET OACOAOAAG®G
be the same from career stage to career stage. What differs between stages is the expected
scope and impact at which the competencies are expressed. This intuitive concept and is

depicted in figure 2.

Figure 2

\ e
\
\\ / Scope: across department \

e \
\
\ Scope: within own team

~\\\7¥7‘ﬁ77777\%7 e

Functional competency example

3) Related jobs and job families. Career stages are not single jobs, but several related jobs or
roles within a given function. In this way they are meaningful because they describe expected
performance at a level of granularity relevant to what employees do.

4) Key experiences are defined, prototypical on-the-job experiences that develop specific
functional competencies. Unlike job rotations, these are research-based situations that are

either specific roles or extra-curricular activities undertaken in the context of another job that
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by definition build necessary functional (or leadership) competence?s.

Future-State Architecture

5) Aspired-to change is O £O1 T A Aidtdiehaviors and expected outcomes (figure 3). The
fundamental reason why a career model-based ITM system drives change is that the behaviors
AT A OAlI OAO AOOI AEAOCAA xEOE OEA Z£O0OOOA OOAOA AOA
OOAAROO OOAT AAOAOBAAGE OORA AARGE GAO AOE AIOCA ET O1 C
advanced approaches, such as using analytics to predict what behaviors or performance
outcomes produce desired business results Z assuming causality can even be established - are

all backward-looking. One can only take action on these data only after the data has been

produced, thus aligning the people system to a desired state will always be a reactive process.

A simple illustration of this was seen in our work at Microsoft. Desired behaviors and results
associated with improving software quality were written into the career stage descriptions for
software engineers, program managers and testers. Engineers then referenced these standards
in all applications based on their own career stage, from selection through performance
management through coaching. As the career model became the basis for everyday people
management, these behaviors and values became a lingua francafor the organization. And
because career stages and competencies were written at a level of granularity appropriate to
the career stage of each engineer, the likelihood of these standards being incorporated into
everyday behavior was greatly increased. No talent management system is of any use if the

language in it is not adopted.

Figure3

* Examples might include an international assignment to build cross-functional competence, or a project team experience to build influence-
without-positional authority skills. The value of key experiences is that, taken together with competencies and career stages provide a
framework for a robust talent and leadership development system.
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How Business Change is Driven by Career Models and ITM

‘What we want” @ o
i (B,
e.g. “create new marke Ly
through improved
software capability” o
— e
*Aligns people
What it will take management
e.g. new software
9 standards to
development processes, 5
new project management desired
methods change
functional and ;
leadership compatencies *Drives EVP
> “‘Whatitlooks like’, :
Identifies

- eg behavioral standards,
~ competencies, career

— 2 paths that contain intent
1> andvalues

gaps to enable
development

career stages
‘How it’s sustained”
e.g. Interview processes,
coaching, managementand
leadership development,
HiPo ID...

Copyright 2011 ONTOS Global, LLC

I1. 2 An employee engagement framework

What makes career models powerful and unique as a strategic platform is their ability to provide

meaning for employees and business leaders in the following ways:

1) Career transparency drives employee engagement. As described in the Microsoft example,
functional career paths describe career progression in language that is relevant and meaningful
to the professionallé. And knowing what is expected in a given role and career path is a driver

of employee engagement, because what is expected is clear!? 18 (figure 4).

Figure4

'* And employee development positively impacts the bottom line. Research by Bassi and McMurrer (2007) showed that firms investing in
employee education and training (employee development) experience extraordinary shareholder return. By constructing hypothetical and
actual investment portfolios comprised of firms investing in employee development in a given year and those that did not and tracking both for
several years, they found these that developed employees to outperform the S&P 500 over the same time horizon.

7 A landmark 2008 Corporate Executive Board study of employee engagement based on a survey of 50,000 respondents in 30 member
organizations worldwide found that future career opportunities and developmental opportunities were among the top drivers of attraction and
retention.

¥ When is the last time you heard an employee state he or she was interested joining your company because of your competency model? By
contrast, senior executives at Microsoft would routinely advertise that the company had functional career models at job fairs as a way to attract
top candidates.

2012 Ontos Global LLC. www.ontosglobal.com. Reproduction without consent prohibited. Driving Change Through Career Models - 13




2) Standards leaders care about. By describing outstanding performance, the system of

Engaging Employees: What Matters?

global

Across 38 employee value proposition attributes, 7are critical for driving attraction orcommitment across all major segments and labor markets.

TOP DRIVERS: ATTRACTION

Compensation

Manager quality

Development
opportunities

Organizational Future career opportunities

stability

Collegial work
environment

Respect

TOP DRIVERS: RETENTION

functional career stages provides a sequence of progressive development for future functional

and executive leaders1®

3) Functional Differentiation. A functionally-based system enables differentiated talent

management strategies to be adopted to support local or functional needs z without the

creation of parallel or siloed systems. In other words, the career model, via functional standards

allows discrete compensation schemes, recruiting strategies, leadership programs (etc.) to be

developed without concern that these initiatives will operate at cross-purposes with the

overarching corporate business agenda because the underlying standards in the career model

(i.e. the content) is already aligned to the broader business agenda.

Figure5

Y¢ KA A

Aa

K2g

i KS

2NRIAYEFE O2yOSLI 2F GKS OF NBSNJ &l 3 SMidokoft wadza S R

to extend this idea to the entire company.
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Talent Processes Integrated by Common Standards...
...that Leaders and Employees Care About

Career Models drive integration through a transparent career and development framework, common success language, end common data

Loty

Recruitment & Selection

_Job description
& posting
Employee Profile/
Employee _soda'l, ‘media

Workforce capability
analysis & planning

&

e

Performance calibration
Bcmanagement

Planning

Development &
Succession
Planning

Development

Careerstages are made up of
related jobs

I1.3 A foundation for strategic workforce analytics

The career model functions as an excellent architecture for workforce analytics, in part because

career stages bring together the fundamental construct of work z the job or role Z with the

fundamental construct of individual capability Z in terms of functional competencies. By combining
competencies and jobs into a single unit of measure, two of the three critical components that make

0P A AEEOI 860 x1 OEAI OAA ET A& Of ACETT AOA&dheAAOOOA
taxonomy?° 21, The career stage, as an abstraction of the job, is easier to manage, maintain, and

update because there are fewer functions and career stages than jobs?22.

*° The third component, the individual employee, becomes connected to this architecture when an assessment based on these compet encies is
performed.

2 Despite the preponderance of legacy systems, it is neither practical nor cost effective to base a system of talent solely on the notion of a job
(Bridges, 1995). Job requirements change too quickly in response to the demands of modern business. This is why most companies cannot tell
you ¢ beyond basic headcount reporting - what jobs they have or who works in them (beyond a job title), not to mention what capabilities
those people posses (this is the lack of the so-called single notion of truth).

2 By contrast, basing an integrated talent management system on actual jobs would be an enormous undertaking that would collaps e under its
own weight and prove obsolete the moment it was completed because jobs, especially for so-called knowledge work in modern enterprises, are
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None of this would be problematic if the organization did not have analytical need for this

information. With career models, the analytic foundation for strategic workforce analytics is in

place. Why? Because functional competencies linked to career stages tell you (a) what capabilities 7

in the form of aspired-to workforce competencies and expected results - are needed to drive the

desired change, and (b) when properly assessed in a developmental framework, what capabilities

the workforce actually possesses. The gap

between the two provides you with a picture of the talent

strategies you will need to initiate to drive the change23.

3ET xO AOOAOGOI AT O OAOGOI
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Figure 5b

Shows thenorm resultsas a comparator for all Program Managecross the company

often fungible, ever-shifting project-based and matrix structures. To illustrate this further: at Microsoft we profiled 52 functions using career
paths and stages. These 52 functions covered 97% of the employee population of approximately 95,000 employees (as of 2009) and consisted
of about 20,000 unique job codes. Imagine creating an integrated talent management system based on 20,000 job descriptions!

 Most HR data measures are backwards looking: traditional workforce planning looks at headcount, average time in level, average salary, etc.
While important, these are historical measures taken at a point in time that do not tell you much about what the workforce is capable.
Workforce capabilities can be assessed by aggregating and analyzing competency, career stage and experience data collected through annual
developmental assessments and similar, employee driven, developmentally oriented activities (see figure 5). And with these data HR and
leaders can analyze this information to inform key business strategies and change initiatives. A talent dashboard with information on
capabilities ¢ for example, aggregated assessments against competencies, career stages and experience cut by a business segment can tell a

story of what the workforce looks like from the vantage point of potential .

© 2012 Ontos Global LLC. www.ontosglobal.com. Reproduction without consent prohibited.

Driving Change Through Career Models - 16

y
A



global

Leadership

Integration

1C5

Customer/Partner

Business Result Areas

Leadership

Integration

IC4

Customer/Partner

R m Developing
Business Result Areas

= Full

Leadership

Exceptional

Integration

I3

® Not Observed

Customer/Partner
s é
Leadership

Integration

Ic2

25
- 1068 _

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Customer/Partner

Business Result Areas

I1l. ITM and Career Models in Action: Cases &
Lessons

I11.1 Microsoft. Career transparency drives software quality

Business Case

In 2004, career models were developed as a platform for driving and enabling culture change at
Microsoft. Central to that change was the recognition that the obsession with technology and
competitive drive that described the Microsoft culture and contributed to tremendous growth
during its first 30 years in business was no longer enough to sustain it in the new century.
Shareholders now demanded a roadmap for new market development that complemented and
augmented the Windows and Office revenue bases. Moreover, the severe competitive landscape for
technical talent contributed to the perception| £ - EAOT O AOAthéheakt ofthErd®® AAAT 86
business strategy was a value proposition of products and services that worked together as the
individual computer user moved across work and play contexts in a dynamic way. Executing this
strategy demanded a higher priority on internal collaboration and a focus on customers and
services. To implement this strategy the company reorganized functional units of product sales
groups into business units organized on product portfolios with individual P&Ls. Reorganization
increased the need for key functions like engineering, marketing and sales to collaborate more
closely and become more intimately aware of the customer experience, as well as to improve

software product qualiOU8 ! T O%BEET RADERG & EOEAOEOA xAO |

>
(@}
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aspect of the software development process and bring the software engineer, effectively, closer to

OEA AOOOI lenke®@8 0 AGDPAOE

Assessment

These business imperatives, of course, had significant talent implications. First, reorganization into
business units required general management talent to run those businesses. Second, leaders
recognized that software engineers needed to work and behave differently. New capabilities
centered on customer understanding, design, quality orientation and collaboration across functions

and product units were called for.

Design & Implementation

In response to these new realities, HR presented leaders with a novel way to both enable talent
development and encapsulate new capabilities in a single talent management system based on
career path standards. To leaders, the value proposition was quickly obvious: at the core of this
system was the radical but simple idea that career path standards could align behavior and engage
the workforce, and that the resulting engagement would translate into improved software quality

and better customer experience.

The rationale, conceptual framework and physical design were developed by my team?25. We
leveraged work and research done by Stephen Drotter for executive and general management, and
modified his framework for functional career paths. We worked iteratively with key design
partners in the business, especially key leaders in engineering and marketing functions, gaining

important design and usability input2e.

As such, career models were first developed for general management, and then extended via a
series of pilots to all roles in software test and marketing groups, across all company divisions. As
this was a functionally-driven effort 7 and the company was not organized by function but instead

had been reorganized into cross-functional divisions Z working functionally was a major challenge.

C2NJ I NBOGASSH 2F (GKAA K AGnéSErddgyZOrgan&dbion Planbifl, St Décidioyf dkidg|Fér Shéthedrévidw ofthe
career model work at Microsoft, see Olesen, White and Lemmer (ODN Journal, 2007).

®28 FSNB LINI 2F aAONR&a2F(0Qa tS2L S 3 hNBFEYATFGAR2Y /[ LI oAfAGE INRAAE
*n many ways, we approached this work as a software design project, working closely with our initial pilot groups and key sponsors, taking
into account discoverability and usability concerns as well as content design. And, like many software projects, our first versions were heavy

and overwritten with excess content that later proved unnecessary. But over time and largely due to key client feedback, subsequent versions
improved and ultimately led to a redesign of the HR portal site that housed this content.
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Thus, convening functional leadership teams of representatives from all major businesses became a

key factor in successful development and implementation?7.

Successful pilots led to implementation across all engineering functions and then all functions
company-wide (and worldwide). Today, career models are the foundation for managing and

developing talent for all 100,000 employees in the company.

The content of each functional career model was developed and carried out by my team using a
modified Critical Incident interview technique along with rigorous sampling designed to ensure
interviewing at all putative career stages so that major inflexions in job scope were captured. We
summarized interviews and developed initial career stage drafts, then worked closely with
functional leadership teams to iterate drafts to ensure strategically aspirational content was
included. Final drafts were validated by focus groups and executive leaders. Competencies were

further validated for legal defensibility by formal surveying of job incumbents.

We then deployed career models through the functional leadership teams, and the HR generalist
community in each division28, After the initial pilots, career model roll-outs to the company were

staged to coincide with the annual performance or career development reviews.

Support

One of the first things we learned from the first roll outs was that managers and employees
reported an unanticipated benefit: career models greatly improved role clarity by making clear
stages and career paths29. But publishing career models on the HR portal alone was not sufficient to
drive change. Thus, in 2006 we developed and released a software tool to manage the annual career

development planning process3? . This system serves as the primary way employees interact with

7 Pivoting the company on a functional approach to change like career models is worthy of its own chapter. Historically, there was not much
collaboration or cooperation between divisions (e.g. Windows and Office), so bringing functional peers together from different groups to work
on a project like career models proved difficult. The difference-maker was the engineering training group: under the leadership of a key
executive sponsor, this group had put in place community-based functional leadership team structure to drive the aforementioned Engineering
Excellence work. Thus, we tapped into that structure and made career models another similar, community-based initiative (along with code
quality, testing procedures, and design process improvement, etc.). On the strength of success in engineering, we replicated this structure in
other functions.

%% |n some cases, HR generalists were recruited to our team to conduct research interviews. We found to be a great way to develop generalists
and have them become steeped in the work of their clients.

P¢KAE LINBYSR (2 0S8 G(KS OFrasSz &2 YdOK &2 (KId 3aSOSNIt HRBdzdds
meet their timing needs.

P6aABENI 5A40dza4A2YE D omthKahndial pediddnéh& dediew brécesfudantioNef Driipetdndydand career stage

assessment and development planning against assessed competency gaps, as well as career planning using the structures provided by the
career paths.
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career models. At the same time, a fully-vetted ITM strategy was published outlining which
additional talent management processes, such as support for people review (part of the executive

review process), succession planning, and selection, would be brought on-line, and when.
[11.2 ITT: Driving the new sales paradigm

Business Case

The original International Telephone & Telegraph (ITT) was created in 1920, and over the next 50
years ITT acquired more than 350 companies ? at one time securing deals at the rate of one
acquisition per week. Today the company is a true conglomerate3! that plays an important role in
vital markets including water and fluids management, global defense and security, and motion and
flow control. With a workforce of over 40,000, ITT is known for engineering, operational excellence

and strong values and leadership.

With market growth rates slowing and competitive pressures increasing combined with the
economic downturn, ITT found its customers looking for additional resources and fresh ideas to
deliver greater value. Realizing this would have a profound impact on its business over the long
term, in 2009 leaders undertook a significant change to move from product-centric to consultative
selling across all non-defense businesses. This required changing the entire go-to-market approach,

from processes to tools to mindsets.

Assessment

Senior leaders in HR who had been part of the Microsoft experience realized an integrated talent
management platform based career models could be instrumental in driving and sustaining the
new sales paradigm. Precisely because this paradigm required sales people to behave differently
(e.g. sell consultatively, focus on systems and solutions versus products and features out of a
product and parts catalog), a career model for sales and marketing functions that encoded these
new values but also provided clear career advancement definition and transparency was seen as a
necessary way to support and sustain the change. This was especially important in a business that
had grown through acquisition and remained widely dispersed, culturally fragmented with brand
allegiances, resource allocations and annual planning aligned to local business needs rather than a

global corporate strategy. The career model, along with the new processes, tools, and selling

3! As of October 2011, ITT spun off into 3 separate companies each focused on unique market segments: defense (Exelis), water
solutions(Xylem), and industrial pumps and technology (a new ITT).
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methodologies, was the only global structure implemented to reinforce and sustain the new selling

and go-to-market approach.

Design & Implementation

ITT worked with us at Ontos to develop their career model system as a foundation for ITM. The
system was designed, researched, validated and implemented in a little over one year and unveiled
at a major company event in the Fall of 2010 to very positive reviews. The methodology used was
similar to what we had developed at Microsoft, but with several enhancements and innovations. We
streamlined and simplified the development process as well as the content design and user
interface. One reason for thiswasthat) 4 48 O (2 OAAET T 1 1 Cuite diffdreEAANO OO OAOOC
- EAOT O1 £0 6dddaot uséthe ARCPAIAs a primary way to obtain HR information. Thus,
rather than release career models solely as content on a web portal we published several practical
reference tools for managers and employees such as competency and career stage reference cards,
interview guides and on-the-job learning guides. We also developed a series of workshops to help
managers use their functional competencies to coach and develop their own teams. For 2011, each

business was tasked with driving adoption of this infrastructure through major talent management

processes such as performance management and selection.
1.3 Is it working?

What makes the Microsoft and ITT experiences unique is that they are extensive implementations
of career model-based ITM32. And while complete talent management integration at these
companies is not yet complete, these experiences provide great insight in terms of initial business

impact, as well as some importantdos AT A AT T § 004

At Microsoft:

1) Career Models positively impact engagement through perceived career opportunity.
Through longitudinal analyses of employee attitude surveys conducted since 2002 as well as
surveys on specific usage of career models, perceptions of career development opportunities
increased significantly with the advent of career models, as well as with the annual development
planning process and software tool. Further research established that perception of career
development opportunity was closely correlated with employee willingness to stay at the company,

a finding that tracks closely to Conference Board data on employee engagement (perceived career

32 Research | conducted in 2009 while at Microsoft with a consulting partner found that several companies were interested in our ITM approach
at Microsoft. However, no company had yet undertaken it to the extent we had.
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opportunity drives engagement)33 .

2) Demand from the business. There has been continued demand from managers for integrating
career models with other processes in order to reduce HR process complexity.

3) Anecdotal feedback has been positive. These quotes below reinforce the power career models
have to strengthen functional roles and commitment, and make transparent what success is:

O7TEAO AOAAOGEITT 1T &£ OEA AAOAAO 1T AAI O EAO AiITA EO AOEI C AE
define common standards of success. That alone has helped our work8 (@irector, On Line Services)

@laving career paths defined helps us reinforce the idea that every career possible in the industry is available at

-EAOT O #O8 91 O AT180 TAAA O 1 AAOGA -EAOI 01 £#6 OF EAOA A A

retention benefit8 (&enior Director, User Experience, Windows)
AtITT:
ITT has not yet done analysis of employee perceptions to gauge how career models have been
perceived. Anecdotal evidence is strong to suggest the same benefits as outlined above are being
realized. For example, demand continues to extend the functional career path and competencies
approach for sales and marketing into other functions. Recently career models (and related tools
such as interview guides and learning guides) were completed and deployed for engineering and
operations functions. Notably, these efforts were also designed as levers to help drive change in
these functions (towards improving quality and business impact in emerging markets in the former,
and innovation and the need to work globally in project teams in the latter). Most of all, the ITT
companies are committed to a fully-enabled ITM system based on career models precisely because
leaders see the connection between a globally integrated and employee-value centered approach to

talent management and the realization of key business transformation initiatives.
I11.4 Lessons learned

There is an unfortunate trend in HR today to want to eliminate any and all complexity in its
programs and offerings.$ I 1 6 O C A Omyi clfent gg@vted a€the beginning of this article) is
right - simplification isa virtue. Too many HR programs and systems are horribly complex, mostly

because of the issues cited earlier. Inevitably, well meaning talent initiatives devolve into a soup of

And completely thwarts( 26 O EI DPAAOS

 These data were collected from 2002 through 2008 and showed significant positive correlation between the career model and tools and
retention. These findings are significant as well because for the most part they predate the global recession and its effects on retention.
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But radical simplification without a coherent vision and framework for how to drive business

evolution is simply another way to make HR even more irrelevant (but look better in doing so) .

Human systemsaOA AT 1 Bl Ag8 ) £ OEAU xAOA OEIi BPI A OEAT (2 Al
EOOOAOGS 111 ¢Cc AcCi 8

Addressing the challenges in human systems requires sophisticated answers, thus the best way to
think about how career model-based ITM fits into the complexity debate is to adopt an analogy
from the software world. By separating the operating system from the applications, the power and
sophistication of the operating system needed to effectively model the complexity of the human
system (though, for example, functional career paths) is hidden from the end user. To illustrate,
consider again the iPhone. The iPhone (and Android, etc.) is a remarkably complex and
sophisticated multi-purpose device that radically transforms how we live. But fundamentally it is a
mobile operating system platform with a built-in phone.) Ch®t@uch more than that until apps and
functions are built atop the operating system. In the same way, the power of a career model is not
fully realized (despite Microsoft engineers valuing the role clarity it provided) until it is used in
hiring, leadership development, on-the-job learning and other applications. And for it to be widely
adopted, it has to engage employees, in the same way that the iPhone has to engage users through
the computing power, memory and user interface of the Apple OS. So developing and implementing
career models fundamentally is like building an operating system for managing and engaging
people. Here are some key lessons learned:

1) $1160 &AI 1T £ O Okdderdofed vahtiglick, findple 4nd & talent
management solutions -then A1 AEI (2 EO O11 O 000/MGAlGEAS ET EAI D
above). Given this paradox, HR leaders have a choice: provide the quick fix or influence leaders
for longer term strategic value. I have never known a business leader who, when presented
with the career model/ITM value proposition did not believe it was the right long-term solution
for HR and the business.

2) Focus on tools and application. One of the best ways to develop and implement career models
is to introduce applications at the same times the career model itself. Doing is important for
driving adoption and will blunt perceived complexity concerns.

3) Balance abstraction and utility. Achieving adequate granularity in career stage/competency
descriptions is important for employee engagement. At the same time, one must watch for the
OAT El OEA ziwAth@cbnipeteholesEA theGob level. Balance abstraction with efficacy.

A good way to do this is to focus on whether the content is sufficient to guide good decision-
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making on questions of selection or promotion or leadership development (etc.). Additionally,
the taxonomy used to define a function is an important first step to achieving this balance34.

4) Lateral careers. Career paths of course are not simply vertical. A O A A Of8rAn@sBpeople
spans functions and stages, and sometimes the best individual move is a lateral one. Use cross-
functional competencies as the connection points across disciplines to model lateral careers.

5) Functional leadership engagement. Both the Microsoft and ITT programs would not have
been successful without functional leadership commitment. Utilizing cross-business unit
functional teams is a must for both the development and implementation processes.

6) Implementation is a change management problem. All the laws of change apply to the
development and implementation of career models. Among them: have a vision, identify a
strategic business need, engage stakeholders, use data, prototype, focus on small wins and early
adopters, and iterate.

7) Vision and persistence. Last but not least, career models and ITM obviously require leadership
vision, and patience. However, in both the ITT and Microsoft cases, the vision was led by
middle-level HR managers with committed support from business leaders (and HR executives
who cautiously sanctioned the efforts). In each case, a multi-year roadmap was put in place to

engage stakeholders and socialize the vision.

IV. Conclusion

A senior executive at Microsoft [ interviewed on the impact of career models said to me:

At is not a coincidence that since career models were introduced there has not been one failed
engineering project. That is not a sufficient condition, but it is a necessary one for engineering

success.0

What was striking about this comment, other than what it said about the impact of career models
was that this particular executive intuitively saw the connection between the talent system and
business change. He was implying that this foundation was the necessary first step to change
because career models representedan ET OAOOAT OET 1T AO OEA AEAHtokeO
actions and behaviors at the center of how work gets done. This statement underscored an
experience [ had often at Microsoft, and had many times before and since: business leaders often

intuitively understand the connection between business transformation and the talent

** This problem becomes interesting when sub-functions want to have their own defined career paths. Whatcond G A ( dzi $& | & & dzo

of itself can be a very strategic conversation, full of implications for corporate strategy and employee engagement.
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management system, sometimes more completely than many HR executives. But rather than indict
HR executives, this perception, if at all representative, should give HR leaders hope. Perhaps the
ideas and experiences described here for enabling positive business transformation through
deliberately architected and integrated talent systems will inspire more HR leaders to actualize

their own functionsGremarkable potential.

© 2012 Ontos Global LLC. www.ontosglobal.com. Reproduction without consent prohibited. Driving Change Through Career Models - 25




global

References

10.

11.

12.

13.

14.

15.

Bassi, L. and MacMurrer, D. (2007, March). Maximizing your return on people. Harvard Business
Review. Retrieved from http://scholar.google.com/scholar

Bridges, W. (1995). JobShift: how to prosper in a workplace without jobs. New York: Perseus Books.

Boudreau, J. and Ramstad, P. (2007). Beyond HR: The science of human capital. Boston:Harvard
Business School Press.

Charan, R., Drotter, S. and Noel, J. (2010). The Leadership Pipeline: How to Build the Leadership
Powered Company, 2" Edition. San Francisco: John Wiley & Sons

Defining Critical Skills of Human Resources Staff: a survey of Chief Human Resource Officer views of
HR function and staff effectiveness. (2006). Corporate Executive Board.

Enterprise and SMB Software Survey, North America and Europe, Q4 2008. (2009, April 3). Forrester
Research.

(@
[atN

Gibbons, J. and Woock, C. (2009). Evidenced-. F @ SR | dzY 'y wS a2 dzZNOS#&e | t NI
Conference Board. Research Report R-1427-09-RR.

Guest, D., Michie, J., Conway, N. and Sheehan, M. (2003). Human Resource Management and
Corporate Performance in the UK. British Journal of Industrial Relations. 41:2 June 2003 0007¢1080
pp. 291¢314. Retrieved from http://scholar.google.com/scholar

Holincheck. J. (2009).Top Five Human Capital Management Processes for 2009 to 2013. Gartner
Research. ID Number: G00165208.

Huselid, M. (1995). The Impact of Human Resource Management Practices on Turnover, Productivity,
and Corporate Financial Performance. Academy of Management Journal, Vol. 38, No. 3, 685-672.
Retrieved from http://scholar.google.com/scholar

Huselid, M. Jackson, S. and Schuler, R. (1997). Technical and Strategic Human Resource Management
Effectiveness as Determinants of Firm Performance. Academy of Management Journal, Vol. 40, No. 1,
171-188. Retrieved from http://scholar.google.com/scholar

Macduffie, J.P. (1995). Human Resource Bundles and Manufacturing Performance: Organizational
Logic and Flexible Production Systems in the World Auto Industry. Industrial and Labor Relations
Review, Vol. 48, No. 2, pp. 197-221. Retreived from http://www.jstor.org/stable/2524483

Morgan, H. and Jardin, D. (2010). HR + OD = Integrated Talent Management. OD Practitioner. Vol. 42,
No. 4.

Olesen, C., White, D., and Lemmer, |. (2007). Career models and culture change at Microsoft. ODN
Journal. Vol. 25:1, pp. 31-46.

Pfeffer, J. (1998). The Human Equation: Building profits by putting people first. Boston:Harvard
Business School Press.

© 2012 Ontos Global LLC. www.ontosglobal.com. Reproduction without consent prohibited. Driving Change Through Career Models - 26



http://scholar.google.com/scholar
http://scholar.google.com/scholar
http://scholar.google.com/scholar
http://scholar.google.com/scholar
http://www.jstor.org/stable/2524483

global

16. Porter, M. (2001). Strategy and the internet. Harvard Business School Working Knowledge. Retreived
from: http://hbswk.hbs.edu/item/2165.html

17. Quinn, N. & Strauss, C. (1997). A Cognitive Theory of Cultural Meaning. Cambridge: Cambridge
University Press.

18. Sinofsky, S. and lansiti, M. One Strategy: Organization, planning, and decision making. Hoboken, NJ:
John Wiley & Sons

19. The 2008-2009 Employment Value Proposition Survey: Building a multigenerational workforce.
(2009). Corporate Executive Board (member survey).

20. Ulrich, D, and Smallwood, N. (2003). Why the Bottom Line Isn't!: How to build value through people
and organization. Hoboken, NJ: John Wiley & Sons.

© 2012 Ontos Global LLC. www.ontosglobal.com. Reproduction without consent prohibited. Driving Change Through Career Models - 27



http://hbswk.hbs.edu/item/2165.html

