“You have to
distinguish
between the
well-managed
old economy
companies as
well as the
not-so-well

managed.”
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‘This will be the
decade of the human
side of business’

- Wayne Brockbank

Wayne Brockbank is Director of the well-
known Global Programme for Management
Development (GPMD) and Clinical Professor
at the Michigan Business School. Prior to his
arrival at Michigan, he taught graduate
business courses at Indiana University,
UCLA, and Loyola-Marymount University.
His teaching experience focuses on strategic
human resource management, strategy for-
mulation and implementation, organisation
design, and international business. Prof
Brockbank also consults for several top-
notch companies in the US, Europe and
India.

At the University of Michigan’s Executive
Education Centre, Professor Brockbank is
the Faculty Director of the Strategic Human
Resource Planning Programme and the
Advanced Human Resource Executive
Programme. He is the Co-Director of the
Human Resource Executive Programme.
These three executive programmes have
consistently been rated as the best HR exec-
utive programmes in the US and Europe by
Business Week. He is also the Director of the
Human Resource Executive Programme in
Asia and a core faculty member of

the Michigan Senior Executive Programme.

Making frequent trips to Chennai to speak
to senior executives participating in the
GPMD run jointly in India by the Academy
Jor Management Excellence and the
University of Michigan, Prof Brockbank took
time off to speak to Praxis on a wide range
of issues confronting HR. Excerpts from the
interview:

Do you see, in the Indian or US context,
that the HR policies that companies in
the high-tech/infotech sector follow are
very different from what typically old
economy companies follow?

It’s useful to see these infotech companies
from a global perspective. The only barrier
to moving intellectual capital from one coun-
try to another is the push of a button. The
best practices in HR in emerging new com-
panies have to be viewed on a global scale
because that’s how competition is. Perhaps,
most multinational companies that have
moved into India have provided the
groundswell for the high-tech sector in India
to mushroom the way it has today.

While addressing the issue of HR in these
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high-tech companies, you have to distin-
guish between the well-managed old econo-
my companies as well as the not-so-well
managed. My guess is that there are more
similarities between an HLL and an Infosys
in the way they hire, retain and use people
than there are differences. However, the
high-tech companies by definition have
short cycle times. They rely entirely on intel-
lectual capital, because that’s the only thing
that they have. The value is in the people
they have, how they are being managed,
what capabilities they are developing.

There are three issues here: how you get
the people, how you retain them and how
you use them. We have some empirical evi-
dence that these three are merging together:
i.e., the best way to get the people and the
best way to keep them is to use them in the
best way and provide them opportunities for
growth.

The other thing we are seeing is the role
of people in the new economy is being
empirically expressed in stock valuations. In
the traditional world of brick-and-mortar
companies, there is a very strong correlation
between a company’s short-term earnings
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and its stock value. Traditionally, that rela-
tionship has been around 90 per cent. Such
has been the case for the past 30 years -
until 1990. In the last 10 years that percent-
age has been halved. Now, only about half
the value of publicly traded companies is a
statistical function of earnings.

A 1998 study by Ernst & Young looked at
what ‘sell side’ and ‘buy side’ analysts use as
the basis for making buy or sell recommen-
dations based on non-financial criteria. The
study found that the analysts look at the
quality of management, their strategy and
their logic, how they manage people, do they
have a succession policy, the culture that
spawns innovation and compensation poli-
cies that link compensation to performance.
This is the world in which HR plays an
important role.

The point is, in this high tech world, the
brick-and-mortar yardsticks of short-term
financial results are increasingly less corre-
lated to stock performance.

The focus of the future is shifting to the
quality of management, effective corporate
cultures and the performance oriented HR
systems.
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“The mandate
is: How do you
structure work

to make it
meaningful and
challenging?”

In the Indian context, at one stage it was
thought that throwing money after peo-
ple was enough to keep them. But, today,
companies have realised that it’s not
enough and they need to go beyond that
to retain their people. Infotech compa-
nies have brought a new style of man-
agement to their organisations that are
flatter and less hierarchical. Is this a
new paradigm?

There are two issues: What are the organ-
isational structures in these companies and
second, is there a new logic to hiring and
keeping people. In the organisation struc-
ture of the future you are certainly seeing
flatter organisations. Flattening in the typi-
cal brick-and-mortar company was driven
by cost whereas in the high-tech world, flat-
tening is driven by the need for greater
speed and mobility. You are seeing the CEO
getting down to talk to people down at the
shop floor - in this case the programme labs;
that’s because those people in the labs are
the ones who are creating the wealth for the
company. They may be creating more wealth
than the two layers of management that sit
between them and the CEO.

That creates a challenge for Indian organ-
isations where career progress has been
measured by hierarchical levels. These lev-
els provide opportunities for career progres-
sion, but are concurrently the natural enemy
of a high-tech, fast-moving organisations.

To what extent is money important? To
what extent does money retain people?
First you have to throw money at people to
get people to come to work at your firm in
the first place. That’s a basic. But then, you
have to make a distinction between what'’s
going to get people to work for you and
what’s going to keep them engaged produc-
tively. In the high-tech world, the hiring poli-
cies have changed. Earlier, it was how much
money you're going to put on the table.
Today’s workforce is brighter than my
generation. They don’t look solely at short-
term earnings. As part of their financial cal-
culations, they will ask not only how much
money are companies going to put on the
table, but they also ask: “Through the job
they are giving me and the work that I will
do, can it maximise my long-term earnings

potential?” They expect to do work that can
add value to the company in jobs where tal-
ent is scarce. If they believe that a company
can put them in such kinds of challenging
environments and positions, then that com-
pany gives them the opportunity to max-
imise long-term earnings for employees and
for the company.

This also matches with what a company
would want to do — put out goods and ser-
vices that are scarce and add high value in
order to maximise their earnings. Therefore,
the mandate is: How do you structure work
to make it meaningful and challenging?
Companies such as GE have spent the past
20 years looking at this and it’s one of the
reasons why it is so successful. It has con-
stantly been reorganising its work and its
way of thinking to get rid of the old, bureau-
cratic ways of doing things so what stays
behind is the valuable work for which the
marketplace will pay. Today, some of the old
smokestack companies are doing it.

For the high-tech companies this is
absolutely necessary, otherwise they can’t
get these smart young people to come and
work for them and maximise their personal
earnings while they create value for their
companies. Thus, companies have a man-
date to create jobs that are both meaningful
and scarce. That is a major challenge for all
companies including those in India.

Have companies developed innovative
methods to give incentives and motivate
employees? Today, in the Indian context
ESOP has become a bad word and is no
longer an attractive proposition. People
say ESOPs are fine, but what more?
There are several companies who do
events to bond their people together.
Does that help? In this context, what are
the other ways in which companies are
retaining employees?

Company events do bond employees
together, but you should remember that
such events are icing on the cake. They are
not the cake. The other 364 days, you should
eat the cake and not the icing. In addition to
company events, you need to give employees
work that is meaningful and productive
and I would much rather see an HR
person spend his or her time thinking how to
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organise work that is meaningful than plan-
ning company social activities. The two
worlds have to co-exist; it’s important to give
people a sense of belonging. Social activities
are fine, but they can’t replace the financial
well-being of an employee.

At Michigan, about six years ago, we stud-
ied what creates a unified focus on winning
in the marketplace. One of the things we
found is that team-building (i.e., social)
events is fourth on the list. We found that
what encourages a unified corporate focus is
constant interaction of large numbers of
employees with customers, competitors and
financial expectations of the capital mar-
kets. In other words, the issue is to keep

employees (including senior executives) in
touch with the external realities that con-
front the firm. The logic is straightforward -
if companies do that, employees will under-
stand what constitutes value creation and
will respond. HLL does that probably better
than any company in the world; that’s a big
statement to make. Every management
trainee has to spend time in the market with
customers. These practices keep them in
touch with the marketplace and make them
realise that if you want new ideas, it starts
out there. It gives people a sense that they
not only have a business obligation, but also
a moral obligation, to work harder. That has
a way of motivating and engaging a young
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the future will
have to be able
to conceive a
powerful
vision of the
company’s
future.”



“Managing the
human side of
the business has
to be done in a
partnership
between

the HR
department and
the company’s
leadership.”

person when he or she knows the purpose of
the company and what they are working for.

Once a company creates focus on the
external market reality, then other practices
can play supporting roles. Such supporting
practices include leadership, measurement,
rewards, promotions and training. In terms
of importance of creating a unified and moti-
vating culture, these practices have more
influence than team-building and other fun
or social activities.

So, there are other things that come into
play in motivating an employee. A company
can benefit from fun activities; however, sta-
tistically, such activities do not add nearly as
much as these other things I mentioned.

Is leadership an issue as well, young
people are thrown into responsible posi-
tions very early in their careers. How do
they cope? How do they carry an organi-
sation and team with them?

Ironically in a world where you have
fewer leaders (because of delayering) the
leadership becomes relatively more impor-
tant. In old economy, multi-layered, bureau-
cratic companies, leadership tended to
become dispersed.

In the future, leaders will have to do two
things. First, the leader of the future will
have to be able to conceive a powerful vision
of the company’s future. Several years ago,
Bill Gates said jokingly that the CEO of the
future would need to be a great visionary
and would need to be able to type fast.

The leader has to have the big picture in
mind, of the company’s role in society, in the
marketplace, and in the technological envi-
ronment. The vision must help the company
stay one step ahead of the competition.
The vision establishes the premises on
which future products and services are
based.

Secondly, that vision has to be able to
be translated into reality. Bill Gates is
perhaps one of the clearest written commu-
nicators that I've come across. It is impor-
tant that the vision is communicated
continuously and clearly across the entire
company. As a side note, he also is a fast
typist.

Do you see a transformation in HR

practices in the country, even in the older
companies?

Yes, I do see a radical transformation hap-
pening on an almost revolutionary scale. To
test the resilience of a company to be a high
performing one, I use a five-point perfor-
mance scale. On this scale, a company which
is a five does not tolerate low performers. If
you don’t perform well, you are fired.

There are companies in India that are
beginning to do that. In the US and Europe,
there are many companies that have
absolute discipline around high perfor-
mance and are using tough consequences on
those individuals who do not perform. GE is
like that, so is US Robotics.

At the low end of this scale are companies
that are very tolerant of low performers. If
an individual does not perform, virtually
nothing happens.

Seven years when we started doing the
Global Programme in Management
Development, I began asking senior execu-
tives from India where their companies were
on this performance scale. Seven years ago
Indian companies tended very strongly to be
on the low end of the performance scale —
meaning that if people did not meet their
performance targets, nothing would happen
to them.

In January I asked that question of the
participants of this year’s programme. They
said that there has been a radical shift to the
high end of the performance scale - mean-
ing, if people do not deliver results, then
their employment is at risk. Companies that
move toward the high end of the perfor-
mance scale must have outstanding perfor-
mance measurement system, excellent com-
munication processes and truly effective
leadership development capabilities.

Do you believe that this will be the
decade of HR?

It’s going to be the decade of the human
side of business. Certainly, we are seeing
that in the US and Europe because other
sources of competitive advantage are quick-
ly becoming relatively less important.
Technology is freely available, so is capital,
even strategies can be duplicated. Having a
good strategy is clearly important, but
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people must make it happen. Also we should
not forget that people must also design the
strategy.

In the midst of enormous competitive
volatility, the human side of the business is
becoming critical for success. Customers are
becoming more demanding, companies are
becoming more global, product life cycles
are shortening, competition is higher;
almost every major trend that exists strong-
ly supports the contention that people are
the key to success. It is people who must
leverage environmental threats and oppor-
tunities creates. That’s very encouraging
from a HR perspective.

The question is whether the HR depart-
ments will play a role in making the human
side of the business effective. That question
still remains. Clearly, managing the human
side of the business has to be done in a part-
nership between with the HR department
and the company’s leadership.

Many HR departments grossly underesti-
mate the impact that their activities have on
the overall performance of the company. It is
essential that both management and HR
departments work hand-in-glove to create
high performance organisations.

Our research at the University of Michigan
has shown a new level of expectations for
HR professionals.

For example, in the area of business
knowledge we have found that knowledge of
HR and knowledge of internal operations
does not distinguish high-performing and
low-performing HR professionals. What dis-
tinguishes high-performing HR professionals
from low performers is knowledge of the
external environment - competitors, cus-
tomers, financial markets and globalisation.
Knowledge of these is what make the differ-
ence. The challenge is that our data also
show that the average HR professional is rel-
atively deficient in these areas of business
knowledge.

Furthermore, high performing HR profes-
sionals are learning to bring change
agendas to the leadership table. They are
not just partners sitting at the table, but they
proactively contribute to business decisions.
They contribute to determining the future
direction of the firm - what the future
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“It's the new health plan for executives
—‘An apple a day’!”

product and service mix has to be.

Such high-Operforming HR professionals
are asking tough business questions. They
are bringing non-traditional HR and busi-
ness data to the table. They are playing
much more of a role in shaping the future of
the company. That’s not a traditional role of
a HR professional. But that is the direction of
the future. ®
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